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I. INTRODUCTION
 

A. Purpose and Cbjectives of the Evaluation
 

On Noven:er 13, 1974 the Government of Panama signed an $8.1 

Million loan agreein.nt with the Agency for International Development 
(MIDA-AID-525-T-041) to ,inance the Rural Cooperative Development Pro
ject. The 041 Project contributed $6.75 million to establish a Coopera
tive Revolving Loan Ynd for providing sub-loans to rural producers 
and cooperatives affLiated with Panama's three principal cooperative 
federations: FEDPA (credit), FECOPAN (consumer), and COAGRO (agricul
tural and multiple services). The remaining $1.35 million was earmarked 
for "Institutional Development" intended to strengthen the inistry of 
Agriculture's (MIDA) ability to provide rural cooperatives with agronomic 
technical assistance, management subsidies, auditing, employee training, 
and other services they required to make efficient use of Revolving
 

Loan Fund resources. Although disbursements under the loan were origi

nally intended to terminate within a three-year period (1975-1978), the 

Project received two extensions and was finally terminated in early 
1980. 

The purpose of the present evaluation is to assess the overall impact 
of Loan 041 on the Panamanian cooperative movement. Among the evalua
tion's specific objectives are the following: (1)to determine the in
stitutional effectiveness of Panamanian cooperative organizations and 

government institutions serving cooperatives; (2) to determine the ex

tent tc which cooperative members, particularly smell farmers and 
ranchers, benefited from technical assistance, credit, and other ser

vices provided by the Project; (3) to evaluate the use and results of 
credit from the Revolving Loan Fund, including reflows; and (4) to 

make recommendations for strengthening the rure,- cooperative movemcnt.
 

B. Methodo..ogy and Activities of the Evaluation
 

In addressing the above objectives, Rural Development Services 

made use of two professional consultants (the co-authors of this report) 

and eight Panamanian research assistants who were entrusted with the 

completion of in-depth questionnaires to a sample of 24 representative 
cooperatives assisted under the Project, and farm-level interviews with 

some 250 co-op members who received production loans financed with 041 

resources. The fieldwork in Panama was conducted in three stages; as fol
lows:
 

STAGE I (February 23 to April 4, 1981): Dr. Lanao arrived in Panama 

on February 22nd. He spent the first. week in reviewing Project documents 

and in establishing initial contacts with USAID, IPACOOP, BDA, FEDPA, 

http:agreein.nt
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tentative list of cooperatives to be visited
and COAGRO. At this time a 

From March Dr. 
was jointly determined by Dr. Lanao and IPACOOP. 5-18 

Lanao made his first field trip. Accompanied by IPACOOP or federation 

he visited all of the co-ops designated in the
regional personnel, 

sample; at several he visited a number of small farmers who had re

loans under the 01i Project. Dr. Lanao returned to
ceived production 
Panama City for the period March 19-24. During this week 

he continued
 

review of Project documents, redesigned questionnaire formats, and
his 
interviewed candidates for field research assistants. 

Out of 28 appli

cants he selected eight; of these, six were IPACOOP regional 
employees
 

who had elected to conduct research activities during their 
vacation
 

period. From March 25 to April 2 Dr. Lanao conducted a second 
field
 

trip during which he trained the Panamanian research assistants and 
of the evaluation

field-tested the questionnaires. He concluded Stage I 

in Panama City (April 2-4) with debriefings at IPACOOF and 
USAID.
 

STAGE II (April 2.-30, 1981): The Panamanian research assistants worked 

most of the month of April. Organized in teams of two 
people per region 

(Chiriquf, Veraguas, Herrera-Los Santos, and Coclg-Panamg), each team 

was assigned a coverage target of six cooperatives and 
90 farm-level
 

interviews. The cooperative questionnaires (24) were all 
completed.
 

Within reasonable levels of reliability this instrument (see Annex C)
 

of cooperative performance and five indi
yielded about 22 indicators 
cators measuring services delivered by outside institutions. 

Two in

one for crop enterprises
struments were used for farm-level interviews, 


and one for livestock enterprises. Of the proposed 360 farm-level in

terviews, reliable and useable net income summaries were 
obtained for
 

Two primary reasons fcr this shortfall were apparent.
214 prcducers. 
First, the livestock instrument proved inadequate for 

generalized ap

plication to different types of livestock with operaticns 
generating
 

to three yearsm Hence,

income at intervals ranging from three months 


format caused interviewer confusion which resulted in
ambiguity of the 
inconsistent application from one region to another, and 

many question-


A second reason for the interview short
naires had to be eliminated. 

a generally unsuccessful attempt to interview non-psrticir
antE
 

fall was 

in the 041 Project to establish a control group. These 

producers either
 

refused to be interviewed in sufficient numbers or proved 
to be general

ly unrepresentative of the target group. Notwithstanding 
these limita-


II generated an enormous volume of information which 
was


tions, Stage 
at times adverse

collected in a very short period of time under very 
assistants did an outstanding

circumstances. The Panamanian research 
fcr their efforts.effusive congratulationsjob and deserve the most 

25, 1981): Dr. Hatch reached Panama on April 28STAGE III (April 28-May 
and was joined by Dr. Lanao the following day. After initial meetings 

with USAID and IPACOOP staff, the evaluators traveled to Volc6n (Chirn

held with the Panamanian research
quf) where a three-day conference was 

weakshare their field experiences and discuss strengths,
assistants to 
nesses, and opportunities facing the rural cooperative 

movement in gene

ral. Following this very insightful encounter, Lanao and'Hatch 
spent
 

two weeks in the field making follow-up visits to all of the 24 
coopera
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tives which had been selected for in-depth evaluation. The evaluators
 

were accompanied during these visits by the Panamanian research assis

tants who had completed the original questionnaires. These follow-up
 

visits were very useful in filling data gaps and developing a more
 

unified consensus of the problems and needs of the rural cooperative 
movement. The evaluators returned to Panama City on May 16 to spend 

a final week meeting for intensive discussions with each of the co-op 

federations and government agencies who participated in the 041 Pro

ject. Dr. Hatch left Panama on May 23 to begin data analysis and write

up tasks. Dr. Lanao remained until May 26 in order to collect important 
Revolving Loan Fund from the Agriculturalinformation concerning the 


Development Bank, together with data from FEDPA on loan balances.
 

The evaluation report was completed at the offices of Rural Develop

ment Services in New York City during the period June 1-19.
 

A detailed list of activities by the consultants, and their itineraries, 
a list of all individualsis presented in Annex A. In Annex B we present 

contacted during the course of the evaluation. 

C. Summary of Evaluation Findings and Recommendations
 

Overall, the 041 Project can be regarded as a highly success

ful develcpment undertaking. Even though the Project got off to a very
 

slow start, even though its external technical assistance arrived quite 

late, even though only a fraction of the agronomic supervision and edu

cation services ever materialized, and even though the Federation of 

Consumer Cooperatives went bankrupt in 1978--despite these major de

ficiencies the Project achieved significant positive impact. Before 

1979 only half the resources of the Revolving Loan Fund had been dis

bursed; but in the following two years not only was the balance of the 

Fund utilized, but total loan disbursements to cooperatives had reached 

A4.5 million in lending from reflows.
$11.7 million--indicating some 
Although available records do not permit a pre.-ise calculation of de

linquency rates, the loan repayment performance by recipient coopera

tives is considered to be excellent and the Agricultural Development
 

Bank currently estimates total delinquency at less than 3 percent.
 

Judging the 041 Project in terms of its own benefit targets identified
 

in the original project paper, most have been achieved or surpassed.
 

Membership in agricultural and consumer cooperatives was expected to
 

increase by 60 percent, while that of rural credit cooperatives by 35
 

percent; in reality the membership increases actually achieved are 76
 

percent (agricultural), 65 percent (consumer), and 46 percent (credit).
 

COAGRO was expected to reach a volume of business in farm input whole

saling of $3 million per year; in 1980 it had reached $4.4 million. 

(These figures apply to sales to cooperatives only). At least 50 per

cent of agricultural cooperative members were expected to receive pro
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duction credit and technical supervision; in practice, the coverage rate
 

for credit cooperatives can be estimated at above 70 percent of rural 

members, while in agricultural cooperatives--on a case by case basis-

coverage ranges from 55 to 100 percent. 

Our survey research data on selected cooperatives (24 out of 46 co-ops 

benefitted under the Project) paint a suprisingly positive picture of 
cooperative particularlyconsolidation and growth of the rural movement, 

in its economic aspects. From 1976 to 1980 the total assets of sampled
 

cooperatives increased by 119 percent, membership savings by 96 percent, 

net profits by 81 percent, and patronage refunds by 35 percent. Among 

social indicators, attendence ot general assemblies.and frequency of 

meetings by co-op administrative, vigilance, and credit committees 

were markedly improved over the project period. 

Lack of baseline data prevents a reliable estimate of growth in farmer

member productivity and income. Howeverinferences that can be drawn 

from crop and livestock summaries conducted during the evaluation would 
has enabled hundreds of rural householdssuggest that the 041 Project 

to capture yield and income opportunities which otherwise would have 

been unavailable to them. Extremely high levels of fertilizer and in

secticide use were observed. In high value commodities like potatos,
 

onions, and tomatos, very few losses were recorded such that net income 

per hectare ranged from $1,200 to $2,200--an achievement which in part 

must be explained by the availability of credit. In contrast, net income 

for more traditional crops such as corn, rice, sorgo, and yuca ranged 

from $92 to h90 per hectare. Similarly, availability of credit enabled
 

many small producers to undertake livestock operations--principally 
cattle and swine-requiring cash investments of $2-5,000, but which 

generated net income of between 27 and 61 cents for every dollar invest

ed. Very few deficit operations in livestock were observed. 

The 041 Project was also instrumental in achieving several unexpected 

but highly significant benefits for Panama's cooperative movement. T.e 

creation of a Revolving Loan Fund for exclusive use by cooperativec 

helped to reorient GOP agricultural policy away from a rather narrcw 

focus on asentamientos (group farms), gave cooperatives an opportunity 

to demonstrate their viability as instruments of agricultural develop

ment, and virtually made cooperatives the preferred borrower cf the 

Agricultural Development Bank. The 041 Project also strengthened the 
of three sectors of the cooperative moverelationship and coordination 

ment which had never worked together before--credit, consumer, and a&
is said to have been directlyricultural. This unity of common interest 

responsible for the creation of the Autonomous Cooperative Institute
 

(IPACOOP) in 1980 (which replaced both the Cooperative Department of 

NIDA and the 041 Project Authority) and the passage of a National Co

operative Law (Ley 38)--both being initiatives actively promoted by 
the Panamanian cooperative movement. 
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Of course, the 041 Project was not a complete success, and several
major deficiencies were observed. A variety of implementation weak
nesses were noted previously: slow start-up, under-staffing, cur
tailment of services, late arrival of external technical assistance,
and the bankrupcy of FECOPAN. To these may be added a number of con
tinuing problems which await solution: (1) COAGRO is dangerously
indebted to commercial credit sources, seriously undercapitalized
by its affiliates (97 cents of every dollar of assets has been pro
vided by outside creditors), and is being eaten alive by soaring

interest charges on borrowed capital; its debt must be refinanced 
immediately if this organization is to survive. (2) 14th at the level 
of individual cooperatives or their federntions who have borrowed
 
from the Revolving Loan Fund, inadequate controls h've been estab
lished to prevent co-mingling of 01 resources witb other funds;
 
separate bank 
 accounts and recording procedures exclusively for the
 
monitoring of 01 funds must be established as soon as possible. (3)

One of the major objectives of the 041 Project--to establish a co
operative marketing system--was not achieved, and efforts in this 
area by COAGO, FEDPA, and IPACOOP have so far been negligible; mean
while, at the level of the Project's farmer participants, .the absence 
of adecuate marketing services has become a constraint to production
and income which is far more serious than adequate technolog and 
technical supervision. (4). For lack of suitable reporting formats,
inadequate decentralization of staff, frequent shifting of staff from 
one area to another, and inappropriate in-service staff training,

the direct impact of IPACOOP services on recipient cooperatives re
mains rather tenuous and unmeasureable. (5) The rapid economic growth

of Panama's rural cooperatives is fast outstripping their social and 
managerial capacity; training activities for managers and co-op lead
ers and members must not be merely intensified but at least tripled.
(6) The 041 Project has been possibly too successful, for it has 
awakened a demand for credit among small farmer members of coopera
tives which presently far exceeds the supply of funds available fcr
 
lending; a follow-on project to increase the size of the Revolving

Loan Fund and continue valuable institution-building activities is
 
urgently needed.
 

The final chapter of this evaluation report presents a detailed set
of guidelines for such a follow-on project, a so-called "Stage II" 
to the Rural Cooerative Development Loan. The proposed Stage II 
strategy suggests a variety of components, as follows: (1) An ex
pansion of Revolving Credit Fund resources by $6 million, coupled
with a revision of credit policy requiring borrowers to provide not
10 percent but at least 20 percent of the value of their loan in 
share capital subscription; (2) A refinancing of COAGRO's commercial
 
debt up to a maximum of $3 million, but on a matching basis with 
equivalent subscriptions of member share capital; (3) The selection
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of the most successful credit, agricultural, and consumer cooperatives 
in each region, to provide them with subsidies to organize educational 
and technical assistance activities in support of smaller or weaker 
co-ops of each type; this self-help model would serve to mobilize 
excellent expertise already available in the movement and would en
hance the integration of cooperativw activities at the regional level, 
from the bottom-up. (4) Finally, continuing institution-building sup
port for IPACOOP to improve its capacity to provide audit, training, 
supervision, and general support services to cooperatives on a decen
tralized regional basis. 
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II . COMPONENTS OF THE 041 LOAN: PLANNED VERSUS ACTUAL IMPLEMENTATION 

A. Project Goal 

The stated goal of the Ohl Loan was to irprove the relativeeconomic position of small and medium-sized rural producers in Panama.According to a survey conducted by USAID in 1974, it was found that.
farmer members of rural cooperatives tended to be significantly larger

in terms of land holdings than the average farmer. At that time the average land holding of 57 sampled co-op farmers was 46.5 hectares
and only 25 percent had less than 5 hectares. This reality appears to
have shifted dramatically. As shown in Table I, a sample of 86 co-opfarmers interviewed for the present evaluation in April 1961 yielded

an average land holding of 6.7 hectares, and 56 percent had less than
5 hectares. An additional 37 percent had between 5 and 20 hectares. 

TABLE I. COMPARISON OF CO-OP ?2M!ER LAND HOLDINGS 
(19,1, VERSUS 1981) 

1974 
Area 

USAID COOPERATIVE 
No.farms 

SAYLE 
% 

1981 EVALUATION 
No.farms 

SAMPLE 
% 

Less than 3 Has. 
3 - 4 .9 Has 
5 - 9.9 Has. 
10 - 19.9 Has. 
20 - 49.9 Has. 
Over 50 Has. 

11 
4 

10 
h 
9 

i2 

20 
5 

18 
7 

16 
34 

37 
11 
18 
14 
5 
1 

43 
13 
21 
16 
06 
01 

57 100 86 100 

The above figures do not includ. ranchers, for whom size of operation
is better measured by heads of livestock. Excluding swine producers,
a sample of 5L co-op ranchers in April 1981 revealed that 28 percent
(15) were small producers (10 head or less), 24 percent (13) were

medium-scale ranchers (11-20 head), and 48 percent (22) were large

ranchers. It was determined that most ranchers hold an average of
slightly more than 1 hectare per head of livestock. But assuming

a straight 1:1 ratio, this would give the average co-op rancher aholding of 26 hectares. If livestock and crop areas are combined,
the average land holding of co-op mezbers would rise from 6.7 to 
14.1 hectares. Even so, this figure remains far below the 46.5 hectare average obtained in the 1974 survey. In precise compliance with
the O1 Project goal, it reflects a sharp downward shiftin co-op 
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and medium sized rural producers.membership toward small 

B. Cooperative Revolving Loan Fund 

was earmarked for the establishmentThe bulk of the 041 Loan 
of $6.75 millionof a Cooperative Revolving Loan Fund. The sum was 

set aside for this purpose. An additional $500,000 was to be contribu

ted to the Fund by the Agricultural Development Bank (BDA) out of its
 

own resources. All borrowers from the Fund-Federations and individual 
10 percent of the total ficooperatives--were expected to contribute 

contributions werenancial requirements of their loan projects. These 

estimated at $725,000. However, since they did not enter the Fund it

self, and because the BDA exercises no discretion over their use, thcy
 

should not be included in the total value of the Revolving Loan Fund. 

Thus, the total value of Fund resources (excluding interest earnings) 

should have been $7,250,000. Table II shows that this capitalization
 

target was not quite reached, resulting in a minor shortfall in AID 

disbursements of $14,255.
 

(1974-81)TABLE II: PERFORMA1NCE OF THE REVOLVING LOAN FUND 

Planned Actual* Difference
Description 

AID Loan resources 6,750,000 6,735,745 14,225
 
BDA Contribution 500,000 500,000
 

7,250,000 7,235,745
 
Reflows: 

Capital 4,946,227
 
809.960
Interest 


Total 5,756,187
 
Total Income to Fund 12,991,732 
Total Loan Disbursements 1,71 3,35? 

19278079Balance 

479L6611981 Loan Commitments* 


Net Balance Available 198,918
 

* As of April 30, 1981
 
Source: Gerencia de Desarrollo del BDA
 

Table II also shows that the Fund has to date generated an aggregatc
 

lending of 62 percent more than the original value of the Fund's re

sources. This is a rather exceptional accomplishment considering that
 

AID disbursements to the Fund were only 10 percent of its commitment
 

in 1976, 17 percent in 1977, and 20 percent in 1978. Inother words,
 

by the start of 1979, some 53 percent of the AID commitment to the
 

Fund remained to be utilized for cooperative lending. 
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C. Lending to Federations and Cooperatives
 

Revolving Loan Fund resources were to be made available for
 
loans to the three cooperative federations--FEDPA, COAGRO, and FECO
PAN--as well as to their affiliated cooperatives. In the case of FED-

PA, some $2 million was made available to the federation for sub
lending to its affiliates under its own cognizance and responsibility. 
However, in the case of COAGRO and FECOPAN, sub-loans tb"their affilia
tes were made directly by the BDA; the federations did not share 
loan supervision and administrative responsibilities. Originally, all
 
sub-loans to the federations were to be made at an interest rate of
 
5 percent. Any resources loaned directly to cooperatives were to be
 
made available at the same rate for on-lending to farmer members at
 
12 percent. In the case of FEDPA, the federation reloaned to.its af
filiates at 9 percent and the latter made loans to their members at 
12 percent. In 1980 the 041 Project Loan Agreement was amended to. 
permit the BDA to raise its interest charge from 5 to 7 percent,, and 
to allow the credit maximum for sub-loans to farmers to be raised 
from $7,500 to $12,000. 

Table III shows the distribution of lending from the Revolving Fund
 
among the three federations and their affiliates. Detailed breakdowns 
of lending by individual cooperative and by loan type--production 
credit, working capital, and infrastructure/equipment--are presented 
in Chapter V. 

TABLE III. 
COMPARISON OF REVOLVING IND LENDING TO FEDERATIONS
 

AND AFFILIATES (1974-1981)
 

BORROWER PLANNED % ACTUAL %
 

COAGRO
 
Federation 780,000 19 2,185,657 28
 
Affiliates 3,220,000 81 5,762,225 72
 

Total 14,ooo,ooo lo 7,947,882 100
 
FEDPA 
Federation .200,000 9 -
Affiliates 2,000,000 91 2Q09,896* 100 

Total 2,200,000 100 2,095,896 100
 
FECOPAN
 
Federation 511,O00 41 371,551 23
 
Affiliates 739,000 59 1,228,0 4 2 7
 

Total 1,250,000 100 1,669,575 100
 
GRAND TOTAL 7,450,000 11,713,353
 

Actual aggregate value of on-lending to farmer or
 
rancher-members for production credit is estimated
 
at $4,166,724 (Source: FEDPA)
 
)urce: Gerencia de Desarrcllo del BDA
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In relative terms Table III shows that COAGRO received significantly 
more resources for its own working capital and infrastructure require
ments than originally planned. These changes were authorized by two
 
separate implementation letters. Because of its bankrupcy in 1978,
 
FECOPAN's relative share of Revolving Fund resources declined sherply
 
from the planned target. On first glance it would appear that COAGRO's
 
affiliates received a much larger aggregate share of Revolving Fund
 
resources than did FEDPA's affiliates, but this impression is mis
leading. Two points should be mentioned. First, FDPA's $2 million
 
share was disbursed in 12 separate installments and the full amount
 
was not received until late 1979. This fact sererely limited its
 
ability to expand its aggregate lending through the use of reflows.
 
But secondly, not withstandnp the above constr.?int, FEDPA records
 
estimate that the total aggregate value of production loans made by
its affiliated cooperatives to their members rith Chl financing is about 
$4.2 million. If'this unofficial estimate is indeed accurate, the re
sult is all the more impressive considering that FEDPA has provided a 
much larger relative share of 041 funds for medium-term livestock
 
operations than has COAGRO.
 

D. External Technical Assistance
 

After the Revolving Credit Fund there were six components in 
the 041 loan paper which were identified as institutional development
 
activities. The first of these was External Technical Assistance. Under
 
this component AID was to provide $640,000 for external advisors to 
SKIDA's Department of Cooperatives, the BDA, COAGRO, and FECOPAN. MIDA 
was committed to provide an additional $220,COO for miscellaneous con
sultants and for salaries of Panamanian counterparts to the external 
advisors. MIDA was to receive 96 man-months of advisory assistance 
in Agricultural Credit and Financial Systems, Rural Administration/
 
Farm Management, Financial and Management Auditing, and Date GatherinE
 
and Evaluation. The BDA'was to receive 12 mn-months of a specialist

in Cooperative Credit. COAGRO was to receive 37 man-months of assistance 
in General Cooperative Administration, Procurement and Distributicn, 
Product on, and Marketing. FECOPAN was to receive 60 man-months of 
assistance in Administration, Financial Systems, Procurement, Inventory 
Control, and Distribution. 

Table IV shows the planned versus actual performance of external tech
nical assistance under the 041 Loan. Of 205 man-months of planned 
assistance only 146 man-months were pro-rided. The cut-back was in
 
part due to the late arrival of the advisors, which in turn caused 
a rebudgeting of their costs. No advisors began work in Panama until 
late 1976, and these were for BDA and FECOPAN only. The advisors for 
MIDA (DINACOOP) and COAGRO did not begin work until 1978. 



TECHNICAL ASSISTANCE 
TABLE IV: COMPARISON OF PLANNED AND ACTUAL 

A C T U A LP L A N N E D
Recipient Institution 

M ExpenditureMan- Expenditure 
Mnth s $Months $ 

MIDA (DINACOOP) 9 302,000 59 188,50 
37 120,29312 36,000BDA 	 164 ,73937 112,000 30

COAGRO 2 10,000--FEDPA 50,082180,000 11 9.59260 1O.OOCFECOPAN 
I,O03Equipment 15 535205 -6409000 

de Desarrollo Cooperative
Source: Direccidn del Proyecto 

of an Audit Section Within MIDA
E. 	 Establishment 

ain financing to establish 
The 041 Loan earmarked $160,000 

within DINACOOP for the auditing of 
cooperatives. The unit
 

section 	 anand MIDA was expected to provide 
to be staffed by 5 auditors,was 

in salary support. In practice, it 
was possible
 

an additional $45,000 


for MIDA to hire 12 auditors with 
the funds that had been budgeted,
 

action authorized by implementation 
letter in 1976. Eventually
 

an 

a total of $182,078 was spent for 

this component out of loar. funds.
 

on equipment and $162,277 for
 
Of this amount,. $19,801 was spent 

salaries and per diem. 

F. Agronomic Technical Assistance
 

for the recruitment of 
This 041 Project component provided 

to be assigned to individual cooperatives

60 agricultural technicians These techassisted under the Project. 
or clusters of cooperatives 
nicians were to assist co-op-members 

in the planning of production
 

of loan use, and general technical train
loan projects, supervision 

livestock technology.
and 
ing of co-op members in subjects of crops 

Half the agronomists were to be assigned 
to FEDPA affiliates and the
 

other half to COAGF0 affiliates.
 

The component was to be financed with resources totaling $725,000
 

From loa. funds $175,000 was set 
aside for commodity
 

from three sources. Salary support 	of $440,000and equipment.
support, particularly vehicles 
was to be provided by MIDA, while 

salary supplements totaling $110,000
 

would be provided by the federations 
and individual cooperatives.
 

In practice the shortfall in this 
component was perhaps the most drama

tic in the entire Project. Of 60 agronomists 
only 19 were hired, of
 

which 4 were assigned to FEDPA and 15 to COAGRO. 
Of the $175,OOC in
 

loan financed budget, $160,164 was spent. 
A hiring freeze within MIDA
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hire the programmed
blamed for the Ministry's failure to 

has been 

number of agronomists.
 

G. Mobile Cooperative Education Teams 

Another critical component of the 
Rural Cooperative Develop

the creation of an intensive training 
program for
 

ment Project was Two moat the local level. 
managers, employees, and directors co-op plus a program coordi

of four technicians each,
bile training teams training courses,to conductto have been hired by MIDA 
nator, were 
short seminars, and lectures for 

co-op personnel at the local level.
 

These teams were to teach cooperative 
management, financial and account

ing practices, marketing skills, 
inventory control, membership promotion
 

and education, savings mobilization, 
and other subjects of vital interest
 

of Mobile Tea.
The total budgeted cost the Cor

to rural cooperatives. 
ponent was $575,000, of which AID loan 

funds were to provide $25,000
 

for vehicles and commodities. MIDA 
was to contribute $550,000 in salary
 

support and trainee participation expenses. 

the external 
were never organized. Indeed,teams 
education

The mobile education 
not begin work in Panama untildidfor cooperativeconsultant date. Eventually $47,730 

before the Project's termination
three months activito support educationalfor equipmentof loan funds were spent co-op education activ'-

IPACOOP organizedand eventuallyties. DINACOOP 
sporadic basis throughout the 

Project period, but these
 
ties on a too lacking in rigorous 

to be too general in content,
efforts tended a :neaor impact in Op

too brief to have
skill training, andtechnical itt bhi local level. 

of co-op management expertise
grading the quality 

to moumt an ambiious and effective 
of the Projectthe failureHence, deficiency in implemust be considered a mxjoi co-op training program skillsa hage management

this shortcoming has resulted in 
movementation; rural. cooperative

must be' overcome quickly if the 
deficit which 
ment is to sustain its present 

rate of rapid growt%.
 

H. Manager and Accountant Trainees
 

$350,000 for an innovative 
Loan Project designatedThe 041 tc finance the 

to rural cooperatives
service of providing subsidies this componentUnderand accountants.
salaries of-qualified mahagerc three montli in

were to bc given a 
managers and 30 accountantssome 40 Rural Management Training Center,

at Panama'stensive training program which most 
they would be assigned to rural cooperatives

after which 
The Project was to pay 90 percent 

of the salary
 
their services.needed 

of any of these technicians 
during his first year of service 

to a
 

recipient cooperative, 60 percent 
the second year, and 30 percent 

the
 

third and last year; the balance 
of salary costs would be progressive

ly assumed by the cooperative.
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to have been extremely suc
widely acknowledged

This subsidy scheme is 	
to dramatize the importance of 

it servedAt the co-op levelcessful. 	 The presencerecords.and up-to-date accounting
qualified management 	 the effigreatly improved

the weaker cooperatives 
these institutionsof 

ciency 
trained 

of Project 
staff in 

services directed at 	 and, in many 

instances, permitted the co-ops 
to access Project resources 

in the
 

first place.
 

moreSurprisingly, however, such 
positive impact was achieved 

even though
 

short of its target. No than 
fell considerablysubsidy schemethe 	 ever completed training and 

technicians70 programmed40 out of the 	 20 technicians, 
at the co-op level. COAGRO received 

provided service 
received only a few man-months 

of bene-
FEDPA 10. FECOPANFECOPAN 7, and 

fit from the subsidy program 
because the Federation vent 

bankrupt in
 

1978; at that time the subsidy 
funds budgeted in its name 

were passed
 

to MIDA (DINACOOP) to help 
finance 10 accountants recruited 

by this
 

agency for service to co-ops 
at the regional level. Misunderstandings
 

and logistics of subsidy management 
led
 

the size, purpose,concerning 
to a discontinuation of the 

subsidy program to COAGRO affiliates 
in
 

use of the program was made 
by FEDPA,
 

late 1978. Possibly the best 
the 041 loan had organized a management support. loan 

beforewhich even 
service (interest free) for 

its affiliates. The 041 Project 
simply
 

consolidated and broadened 
this initiative.
 

Of the $350,000 initially 
budgeted for the subsidy program 

a total of
 

$240,876 was eventually spent.
 

I. 	 Training Programs 

and Management Subsidy components,
from -,the Mobile TeamAside 

no other activity described 
in the original project paper 

of the 041
 

L6an was specifically directed 
at education or training initiatives.
 

In practice, however, a separate 
component labeled "Training" 

came to 

be included in the budget of 041 
loan funds. From 1975 to 1980 

su.e
 

40 training activities were financed 
under this component. Ten cf
 

these were international courses 
or seminars held in Costa 

Rica, Chile,
 

Colombia, Salvador, and the 
U.S.; the remainder were 

held in Panama.
 

Of the 40 training activities, 
6 were directed at DINACOOP, 

BDA, or
 

other staff of government 
agencies serving cooperatives. 

FECOPAN and
 

its affiliates received 12 
training activities, COAGO 

received 10,
 

FEDPA received 9, and 3 activities 
were organized for the joint 

pRr

ticipation of staff from 
various federations. In total, $48,138 in
 

loan funds were spent on 
these activities.
 



OF THE 041 LOANiIII. FARM-LEVEL IMPACT 

A. Initial Clarifications 

of the Rural Cooperative DevelopmentTo describe the impact 

Project we have chosen to begin with the farmer--the Project's 
intend

ed beneficiary--and work upwards. All impacts created 
by the Project
 

at higher levels--at the cooperative, the federation, 
and finally at
 

agencies serving the cooperative movement-
the level of government 
these are of secondary importance because they are 

all means to the
 

same end of improving the income and well-being of rural 
producers,
 

ranchers.particularly small and middle-sized farmers and 

for andcould generate benefits farmers
Theoretically, the 041 Loan 

it could provide them with producticn
ranchers in several ways. First, 

or pro-
By financing investments in yield-increasing technologycredit. 

ductive assets, such credit can help rural producers to increase their 

by providing rural cooperatives with
 productivity and income. Second, 
investments, theand infrastructure/equipmentloans:for working capital 

tc provide rural producers with more
041 Loan could assist cooperatives 

the of input supply and mar
efficient services, particularly in fields 

keting. Third, by providing farmer-members with technical assistance 

the of modern inputs and credit (agronomic and 
and supervision in use 

and rancher productivityit is presumed that farmerveterinary services) 
by making available mnagement

can be enhanced even further. Fourth, 
the 041 Loan could improve the effi

personnel on a subsidized basis, 

ciency with which the above-mentioned services are 
made available tc
 

rural producers through cooperative institutions on a profitable basis. 

And fifth, if profitable operations are achieved, the rural producer 

is benefitted once again through an end-of-year 
patronage refum.
 

All of the above benefits can be translated into a net increase in 
the 041 Loanof rural cooperatives. If

the income of farmer-members 

to be evaluated as successful, it would therefore have to meet
 

were 
two prerequisites: (1) it enabled rural producers 

to generate income,
 

to generate more income than non-members of 
and (2) it enabled them 

equivalent means.
 

Both prerequisites are almost impossible to measure 
reliably because
 

Loan no information system was established for 
gather

under the Oi 
 the evaluators
ing data on changes in the income of farmer-members. So 

receiving productior.
designed an instrument--for application to farmers 

the net income geneto measureloans under the 041 Project--intended 

rated by each respondent's most important (financed) 
crop or livestock 

enterprise. This instrument enables us to estimate 
how much income--on 
crop or any head of 

the 9verage--was generated per hectare of any given 


under the Project.
livestock financed 



Far more difficult is the task of measuring income changes over time
 
among Project participants, or differences in income between co-op
 
members and non-members operating similar crop and livestock enter

prises. The strategy for use of control groups composed of non-member
 
farmers and ranchers was only partially successful. Among crop enter

prises (151 sun-aries) we were able to obtain only 14 control farmers 
-- 5 in rice, 4 in tomato, 3 in corn, 3 in onion, I in flame, and none 
in potato and sorghum. Among livestock summaries (93) there were only
 

7 control ranchers that could be utilized--5.in cattle and 2 in swine 
production. Because the size of the control groups is so limited, the
 

reader is cautioned that the data are not completely reliable and
 
should be considered indicative of possible tendencies only.
 

At different points in the following narrative the reader will find
 

references to "COOPLEX data". The COOPLEX is a credit planning instru

ment (it stands for Cooperative Production Plan) which consists of
 

estimates of input use, machinery, and general credit requirements
 
of co-op farmers requesting production loans for any given year. The 
data are drawn from the production plans accompanying the credit re

quests of individual farmers and aggregated on a regional and national 
basis. The data also permit estimates to be made of total production 
costs, income (but not yields), and net income per hectare. The COOPLEX
 

has two serious limitations. First, it covers only co-op farmers who
 

request production loans, thereby excluding non-member farmers and
 

those receiving credit from other sources. Second, the COOPLEX has been
 

used exclusively as a planning (pre-planting) instrument rather than
 

as an evaluation (post-harvest) information system for meusuring the
 

results achieved with production credit.
 

E. Onion
 

The highest value commodity grown by co-op farmers on a per 

hectare basis was onion. Among 33 sampled farmers, only two lost moneiy 

on this crop in 1980, which reflects a low level of risk. The average 

net income per hectare was $2,202 against costs of $3,705. This result 

was 24 percent above the COOPLEX estimate in terms of net income and 

5 percent above in terms of cost. It indicates that for every balboa 

invested, the average onion farmer earned 59 cents net profit. The 
average yield per hectare was 350 quintals, with a range of 160 to
 

.600 quintals. Of the 33 sampled producers, all used fertilizer (with 

an average investment of $87/hectare) and.likewise all used insecti

cide or other agrochemicals (average investment $315hectare). Labor
 

use averaged 1,151 pan-days per hectare, reflecting extremely labor
.49 hecintensive cultivation practices. The average area planted was 

tare, with a range of .25 to 1.5 hectares. Ten of the 33 producers
 

rented the land they used to grow onion. Co-op growers had quotas to
 

sell 60 percent of their production to the National Marketing Agency 

(IMA) at $17.50 per quintal, with the remainder sold on the free mar

ket at prices reported to fluctuate from $14-28 per quintal.
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There was only one control farmer for onion-growers, and he did sig

nificantly better than the norm. On a per-hectare basis he used 32
 
percent mwre fertilizer and achieved a yield (480 quintales/hectare)
 
which was 37 percent above average. His net income was 49 percent
 
above average. Of course, this single case is not sufficient to demon

strate the superiority of non-member over co-op onion growers. However,
 

what can be concluded is that onion is a potentially very remunerative
 

enterprise, but it requires a large investment of cash and labor. Few
 

small farmers could afford to grow this crop in the absence of produc

tion credit. We can infer that the key benefit provided by co-op mem

bership is that it has given small farmers access to credit, and in
 

doing so it has given them access to an agricultural income opportunity
 

which otherwise might be beyond their reach.
 

Finally, it bears mentioning that the 041 Loan resulted in the genera

tion of significant rural employment. Of the 37 sampled growers of
 

onion, the average labor use was 566 man-days per farmer or 1,150 man

days per hectare. A total of 9,419 man-days (50 percent of all lator)
 

was generated in non-family hired labor employment. It is safe to
 

assume that some small farm participants in the 041 Project received
 
from the sale of their labor services in onionadditional benefits 

cultivation to other co-op and non-member growers.
 

C. Potato
 

Close behind onion, the next highest value crop grown by co-op 

farmers was potato. This crop also proved to be low risk with only two 

losses occurring out of 30 growers sampled. Average net income was 

$2,157 per hectare against costs of $3,263 per hectare. This income
 
result was 34 percent below the COOPLEX estimate while the cost result
 

was 5 percent above the COOPLEX projection. Thus, for every balboa in

vested in potato production, the average grower earned a net profit of
 

66 cents. The average yield per hectare was 303 quintals with a range
 

of 160 to 600 quintals. Of 30 growers sampled, all used Lertilizer 

(average investment was $627/hectare) and all used insecticide or other
 

agrochemicals (average investment $318/hectare). Average labor use was
 

201 man-days per hectare, of whicn 50 days (25 percent) represents
 

hired labor. The average area planted in potato was 3 hectares, with
 

a range from I to 11 hectares. Five of the 30 growers rented the land
 
on which they produced potatos.
 

There were no suitable control farmers among potato growers. However,
 

once again the crop is one requiring high levels of investment and use
 

of modern technology requiring heavy reliance on purchased inputs. The
 

self-evident benefit of the cooperative is that of allowing small and
 

undercapitalized producers to participate-through production credit
 

in this high value and profitable crop enterprise. A secondary bene

fit for co-op and non-member rural households selling labor services
 

is the generation of employment income resulting from 041 financed
 

potato cultivation.
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that the bulk of the potato growers
It is appropriate to mention 

co-op society: thesuccessfulsingle veryare members of asampled 	 and Marketing Cooperative (Chriqu). 
Boquete Vegetable Production 	 storageacquired its own refrigerated

has graduallyThis organization 	 a marketing dis
units, and is developing

facilities, transportation 	 lowin Panama City. The 
a variety of vegetables

tribution center.for 
risk, high-profit characteristics 

of sampled potato production 
is in
 

large measure the result of 
this co-op's successful marketing 

opera

has integrated in a single 
structure an entire commodity
 

tions, which 	 consuming pub
to final distribution to the 

from productionindustry 	 important precedent for the 
Boquete example constitutes 

an 
lic. The of Panama.movementcooperativeentire agricultural 

D. 	Tomato 

by co-op members with Ohl 
grown

The third highest value crop 
growers only seven lost money 

on thiF 	crop,
 

financing is tomato. Of 37 


which reflects a moderate to 
low level of risk. Average 

net income per
 
income resultof $1,585. This 

hectare was $1,190 against 
expenditures 

the cost result waswhileCOOPT estimateLEX 
was 10 percent below the 	

For every balboa of expenditure 
below COOPLEX projections.23 percent 	 The average yield

of net profit.75 cents
the average farmer earned 	

of 33 tO 800 quintales.a 
per hectare was h39 quintales, with 	 range 

Of 37 producers, all used 
fertilizer (average investment 

$249/hectare)
 

(average investment 
or other agrochemicalsused insecticideand 34 

$48/hectare). Labor use averaged 
186 days per hectare, of which 

86 per

cent was contributed by hired 
workers. The average area 

planted was
 

to 4 hectares. To an even more signifi
2 hectares, with a range of 

1 	
producers sampled 

cant degree than with onion 
and potato, 28 of 37 

had to rent the land they 
used to grow tomato. Most 

of the tomato pro

duction was marketed to the 
Nestle Company with factory 

outlets in 

Cocl6 and Los Santos.
 

producers) we find 

Comparing co-op growers with 
the control group (4 

net incomeslightly higher 
that 041 Project beneficiaries 

achieved 

$1,167 for a 2 percent 
advantage. Co-op growers
 

per hectare: $1,193 vs. 

used 16 percent more fertilizer 
and 28 percent more labor 

than non

member producers, but these 
investments failed to translate 

into a com

mensurate advantage in yield 
or net income. Overall, the 

comparison
 
tomato growers

of co-op membership among
advantagcssuggests that the 

were not dramatic. This can 
be explained because the 

Nestle Company alSo
 

provides credit and technical 
assistance as well as a ready 

market for
 

tomato production. But once 
again, the key benefit of 

the co-op is
 

that it makes available production 
credit to small farmers who 

would
 

un

otherwise have no access 

to financing 	(possibly even 
from Nestle) and

ity
 

would therefore have no chance 
to participate in the income 

opport


and high profit enter

represented by industrial 
tomato, a high-value 

prise. 
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significant rural 
tomato production generated

As before , 041-financed 
of all labor used 

37 sampled growers, 86 percent
employment. Among hectotal of 4,995 man-days in 74 

provided by hired workers--awas 
sold labor services undoubtedly benefitted 

tares. Co-op members who 

from such employment as a source 
of additional cash income.
 

Onion, potato, and tomato constitute 
a distinct group of high

and highly profitable crop enterprises
 value, capital-intensive, 
which also enjoy rather secure 

market outlets. In contrast, beginning
 

we encounter the first of several 
relatively low-value, low

with aa&e 

and low-profit traditional crops, 

all sharing as well the defi
cost, of income potentialIn descending order 
ciency of insecure markets. 

yuca, rice, isorghu., 
this second category of crops consists of Aame, 

and corn.
 

Only three flame growers were sampled, one 
of them e control. All three
 

made a profit. The average net 
income was $579 per hectare aeainst 

an
 

not exist a COOPLEX prodoes 
expenditure of $888 per hectare. (There 

of 65 cents for every balbou 
for flame). This suggests a return

jection with a range126 quintales per hectare 
invested. The average yield was 

of 50 to 177. Two of three 
growers used fertilizer ($73/hectare) 

and
 

all three used insecticide ($31/hectare). 
Labor use averaged 40 days
 

per hectare, 80 percent consisting 
of hired workers. The average aren
 

planted was 2.2 hectares with 
a range of 2 to 2.5 hectares. Two 

of
 

the three flame growers rented the land on 
which they produced the crop.
 

two co-op counterworse than hisdid significantlyThe control farmer 
amount of insecticide, and
leastused no fertilizer, the 

parts. He 
half the labor input of co-op 

growers; his was the lowest yield 
and
 

his net profit was only $112, 
or 2c cents for every balboa of 

expendi

ture. The comparison is by no 
means conclusive, but it suggests 

a de

cided advantage for co-op growers, 
and shows the impact of credit.
 

F. Yuca
 

Only four growers of yuca were 
sampled, all of them co-op mem

bers. All four earned a net profit, 
the average being $490/hectare
 

cents per balboa of 
of $514 for a return of 95 

against expenditures 
7 percent below the COOPLEX estiratc
 w.s expenses. Average income budget.. The average 

were 70 percent of the COOPLJEX 
while expenditures 

377 quintals per hectare with 
a range from 25C to 500 quin

yield was 
tals. Three of the four yuca growers 

used fertilizer (average: $70/
 

hectare) and two of the four 
used insecticide ($5/hectare). 

The area
 

planted averaged 3.2 hectares 
with a range from 1.25 to 5 hectares,
 

all on self-owned farmland.
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G. Rice 

Out of 53 growers sampled only two lest money 
growing rice.
 

Average net income was $337/hectare against expenditures 
of $416 per
 

hectare. Thus the average rice grower earned 81 cents 
of net incoze
 

for each balboa of expenditure. The r.et income result 
was 35 percent
 

above the COOPLEX estimate while the cost result 
was 18 percent below
 

the COOPLEX projection. The average yield was 
68 quintals per hectare
 

with a range of 8 to 313 quintals. Of 53 producers, 
51 used fertilizer
 

(average investment: $66/hectare) and 50 used 
insecticide ($50/hectart).
 

Labor use was only 29 days per hectare; in contrast, 
machinery use
 

constituted the single largest production cost, 
with an average of
 

$137 worth of machinery services used per 
hectare. The average area
 

to 33 hectares. Of the
 planted was 7.6 hectares, with a range of 1 

53 co-op producers, 11 rented the land on 
which they grew their rice 

crop.
 

Control group farmers (5) fell significantly 
below the performance
 

norms cited above. This group earned net income 
of only $280/hectare
 

or 17 percent below the average for co-op farmers. 
Non-members also
 

experienced higher average costs of production 
($434/hectare) and
 

lower yields (46 quintals/hectare) then co-op growers. These 
figures
 

suggest a clear advantage in support of co-op 
membership. This result
 

is quite plausible for two reasons. In the first 
place, 33 of the samr

led growers belong to the large and long-established 
San Antonio Credit
 

of Puerto Armuelles (Chiriquf). T-is co-op has 
not one but
 

Cooperative 
two full-time agronomists providing technical 

supervision to its large
 

farmer membership, and it also supplies required 
inputs to farmer-mem

bers on an efficient, decentralized sales basis. 
Secondly, this co

op establishes supply contracts with regional 
rice mills for the- de

livery of member production, which strengthens 
commodity prices to tlhe
 

grower and improves his net incowc.
 

H. Sorghum!
 

Out of 11 co-cp growers of sorghum there were 
no losses. Averagr
 

net income was $251/hectare against expenditures 
of $379/hectare for a
 

return of 66 cents per balboa of investment. 
Average net income was 9E
 

percent above the COOPLEX estimate, which suggests 
an error either in
 

data or the COOPLEX; expenditures were 7 percent 
above
 

the evaluatior 

the COOPLEX projection. The average yield was 

69 quintals/hectare with
 

a range of 48 to 94 quintals. All growers used fertilizer 
(average in

vestment $1l5/hectare) and 10 out of 11 used 
insecticide ($23/hectare).
 

Sorghum production in Panama is highly 
mechanized, with labor use avereg

ing less than one half day per hectare. The 
average area planted was
 

l1 growers in
17 hectares with a range of 5 to hO hectares. 

Five of the 


terviewed rented the land on which their sorghum 
was produced.
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co-op membership brings
Although not reflected precisely by the data, 


two benefits for sorghum producers. Credit access gives them the capi

tal to purchase or rent tractor 	services, without 
which this enter

the second place, co-op
prise is difficult to make a profit at. In 

outlet because the COAGRO a reasonable marketgrowers of sorghum have 
Los Santos (MIDARINA) buys some 	 80 per

operated cattle feed plant in 
thesegrowers.of its sorghum supplies from co-op At present

cent 
as aspurchases range high 35,000 quintals. 

I. Corn 
co-op members

After rice, the single largest crop grown by 

is corn. Of 44 co-op growers interviewed, 11 lost money producing 
this 

crop, which gave corn the lowest average net 
income per hectare of 

all crops evaluated--$92/hectare, which was 18 
percent below the COOPLEX
 

estimate. Corn was also the crop which adsorbed 
the least expenditure:
 

$341 per hectare, or 27 percent below the 
COOPLEX projection. On the
 

average, co-op growers of corn earned only 27 cents for each balboa of 

on this crop. The average yield 	was h6 quintals per hec
expenditure 

of 10 to 82 quintals. Of the 
tare, with a range (excluding total loss) 

but
expenditure:$lL4/hectare)
44 growers, all used fertilizer 	(average 
was very scarcely used, and after ferti

only 34 used insecticide. Labor 

lizer the major production cost component 
was mechanization. Area plan

hectares with a range from 2 to 50 hectares. 
Of the
 

ted averaged 11 
growers sampled, 21 rented the land they used 

for corn production.

44 

The control-group:(4) fell well 	below co-op 
growers in net income
 

vs.
incurred higher average production costs 

($368
(only $56 vs. $92), 	 46(45 vs.. quintals. Vae 
$341), and experienced slightly 	lower yields 

data would suggest that co-op membership is 
advantageous for reasons
 

similar to those given in the case of sorghum. 
It may be added that
 

Los Santos also purchases about 	80 
the MIDAJRINA cattle feed plant in 

or 
corn material requirements from co-op farmers, 

percent of its raw 


about 24,000 quintals per year.
 

J. Some Concluding Remarks on Crop Enterprises
 

The net summaries of production and income 
by crop enterprise
 

to draw a numberallow usco-op farmer-memberssomeconducted for 150 
of general conclusions. First, the summaries 

reflect a bewildering
 

variety of production strategies even within the same crop enterprise. 

Some producers use more labor-intensive 
practices, others more mechani

zation; fertilization is widespread but 
application rates (presumed
 

are large differences
 vary considerably; there
from expenditure data) 

and other agrochemical applications; and inevitably,
in insecticide 
there are huge differences from 	one co-op farmer to another with 

regard
 

to yields and net income. Faced with this 
infinite variety, it is im

perative that Panamanian cooperatives 
improve their data collection
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at the
What happens to credit 

capacity concerning production systems: 
are the real costs of 

How are crops actually grown? What 
farm level? 	 is the result of 

the real yields? In sum, what 
production? Whet are 

no business introducing new tech

the resultsproduction credit? The 
Project has 

still tinable to measure 
its field staff 	are

nology when 	 results of farming practices
or even the 

of their recommfenddtions, 
co-op growers.

currently preferred by 

enterpriseany given crop 
the wide range in yields within 	

good onesSecondly, 	 many bad farmers but many 
not only that there are 

suggests 	 the highest 
are the producers.vith the highest yields, 

as well. These 
per unit of expenditure. Their 

performance demonstrates 
net income 	 ulready exists at 

andthat appropriate technology 
is already 

of 
available, 

sine-1 ] farmer productivity
for rapid expansionlocal level, 	 the example.the 	 did was to imitate 

If all less successful farmers 	 of the poorerincome. 	 and incomeyieldssuccessful neighbors,
of their more 	 introducing an'yor tripled without

easily doubled 	 andproducers could 	be 
that the Project begin to measure 


It is urgent should
new technology. 	 These farmersproducers.the most successfulwho are 	 as teachersidentify 	 extension process
into the agriculturalinicorporated 	 end identi.Yingthen be 	 resultsfor measuringA methodologyand demonstrators. 	 the COOPLEX. It only needs 

already exists: 
the most successful farmers 	 planned perforacC 

each year's harvest. In this way 
to be applied a 	 an evaluation xust 

can be compared 	with actual 
performance. planning 

go hand in hand. One without 
the other is next to worthless, 

and rep

a waste of valuable staff 
time. 

resents 

Finally, it is the conviction 
of the evaluators that 

the most critical
 
the 

to small farmers lies not on 
for improving Project benefits 

area 
production side but on 

the marketing side. It 
is our consistent ex

perience in other countries 
as well as Panama (and 

the data collected 

in Panama support the 
conclusion) that the fastest 

way to achieve a 
awithis to provide farmers

and incomein productivitybreakthrough 
secure market for their 

produce. Given a secure 
market, farmers will 

cash 
use of yield-increasi1s

land toautomatically begin to 
intensify their 

additionalwill rent 
a secure market, farmers 

inputs. Given 	 Given a secure market, farmers 
commercial production. securingexpand their commodity production. But 


will diversify into higher 
value 


the market must be the 
first step; it must occur 

even before credit.
 

No production loan should 
ever be approved for a 

cooperative or for
 
commofor the sale of the 

until a marketing plan 
its member farmers 	 and tentative buyer commit

completedfinanced has been 	 thedities to be 	 production--must become 
In a word, marketing--not

ments obtained. 
Project's foremost priority.
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de CebaGanaderfaORrations:K. Feeder Cattle 

of loans for cattle 
041 Project has financed hundredsThe deis that of sanaderfa 

One of the most prominent models
raising. young

fattening operations. The rancher buys 
or simple cattleceba (usually in pasture rather 

steers, fattens them for 12 months 
or so 

for the best price he can 
and then sells them

than in a feedlot), that it re
of this kind of operation are 

arrange. The advantages risk, and permits the 
labor, is relatively low in 

quires very little 
in a fairly short period

for his investment 
owner to obtain a return that the cattlc 

The principal disadvantage is 
one year.of time, i.e. 

herd to be fattened must be purchased 
at the outset, and this can rep

resent a serious problem for 
the rancher with limited resources.
 

grour.), only two
 
feeder operations sampled (no control 

Out of 22 
The total herd size of these producers--condeficit.experienced a 

and sold during the evaluation period--was 
sisting of animals bought is mere

Thus, the mortality rate a 
1486. Of these, eight animals died. 

014 percent. The average net 
income per head of livestock was 

$97.
 

Since the average herd size 
was 25 animals, this suggests 

an average
 

costs were $L,179 per 
rancher of $2,417. Average total 

net income per 
for every balboa of expenditure the 

average 
herd, which means that 

cents in net income.
58rancher received 
herd size.indicators byof performance

Table IV provides a breakdown 11-20 anias 
defined as 1-10 animals, a medium herd 

A small herd is 
mals, and a large herd as 21 

or more animLas. 

FOR FEEDER OPERATIUCNS 
TABLE IV: PERFORMANCE INDICATORS 

BY SIZE OF HERD 

Us Av.Net %
 
Ranch Cateporf Av.Herd Av.Totl iDut 

Costs per Head Incom.
Costs*
Size 


$28 $2,027 .96$2,115
Small (14) 9 


$1,381 .46
 
16 $2,979 $15 

Medium (6) 


$13 $3,512 .64
 
34 $5,467
Large (12) 


$15 $2,417 .58

25 $4,179
All Categories 


purchased in
of animals, labor,

* Includes purchase price 
interest chargeserpenditures;and other maintenenceputs, 

on borrowed capital excluded.
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small rancher fared relatively better than
Table IV shows that the 
medium and large ranching operations benefitted by 041 financing. For 

small rancher obtained a sur
every balboa of expenditure the average 

also shows that the small
prising 96 cents in net income. The Table 

as much in cash inputs per head of live
rancher invested almost twice 
stock (for salt blocks, medicine, etc.), but even 

$28 per head appears
 

levels of technical management of 
to be very low and suggests modest 
feeder herds.
 

in the 22 feeder cattle summaries also permit an The data collected 
and sales price of

analysis of comparative differences in purchase 
medium, and small ranchers. The large

Teeder animals between large, 
of $137 per animal,for an average priceranchers bought their herds 

sold them for an average price of $260, and realized a gain of $123. 
sold at $248,

The medium rancher bought for an average price of $150, 

and gained $98. The small rancher paid an average of $185 per animal, 

sold at $277, and realized a gain of $92. These data either reflect 
the part of large ranchers, orona significant marketing advantage 

and per
could signify that small ranchers buy somewhat older animals 

haps sell them at an older age as well.
 

de CriaL. Breeder Cattle Operations: Ganaderfa 

More popular than fattening operations is the 
raising of
 

In this model the rancherde crda.breeder livestock, or anadera 
c for beef, for dairy, or for mixed 

breeds his own herd. He n breed 
the option of selling off his youngreservepurpose cattle. He can to 

animals to other ranchers (beef or dairy) or he can fatten them 

be sold as adults. The advantage of this model 
is that the rancher
 

does not have to purchase his herd outright; rather, 
he allows it 

to increase through natural breeding. The disadvantage 
is that it
 

usually takes much longer to make any income 
from the operation.
 

A total of 37 net income summaries (including 
5 controls) were col

turn been divided
 
lected on breeder cattle operations. These have 

in 


into two groups: (1)herds where no sale has yet 
occurred, and (2)
 

herds where a portion of the animals have been 
sold.
 

BREEDER CATTLE WITHOUT SALE: In this group 
are 18 producers including
 

2 controls. Collectively they own 369 animals, 
the average herd size
 

and the range between 4 and 53 animals. Of this 
being 21 animals 
total herd 15 animals died during the evaluation period (12 months), 

which indicates a 4 percent mortality rate. 
The average value per
 

head of livestock at the beginning of the period 
was $206, and at
 

net gain of $65 per head. The average rancher 
year's end $271, for a 
realized a (paper) net income cf $861 against 

total expenditures for
 

the period of $467; this suggests a return of $1.8L net profit 
for 

every balboa invested in the operation. 
The two control ranchers did
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While their average level of 
average. income was apoorer than the per herd--netsignificantly.... unreasonable--443lwas
eend.. 	 at the operations produced a deficit due to 

mere $92 because one 

in the value of the herd in
deaths of two animals plus poor growth 	

for everb'incomecents of netsuggests a mere 21 	 to be an incomeventory. This result 	 therefore appear
There would 

balboa of expenditure. 
advantage associated 

with co-op membership.
 

are 19 producersin this group
SALES: Included

BREEDER CATTLE WITH 

maximum herd size 

of 
of 

145
5
 

controls. Collectively 
they achieved a 

and a range per herd

of 26 per rancherand 3 a averaeanil 16 animals died during the 	year for a morto 82 animals . A total of 

tality rate of 3 percent; all deaths occurred in the 	larger herds. A
 
gives averag
averageof $206. Thetotal of 99 animals were sold during the year, 

which 
sales pricean average 	 caneper herd at 65 percent 	 from 

sales 	 of whichof 5 	 of $1,650,
earned total income

rancher 
cash sales and 35 percent 

represents a (paper) 
increase in the inven

per herd were $499, 
operating expenses 

value of his herd. Average 	 net return of $2.31 
tory 	 This suggests a 

fiet profit of $1,151.
leaving a 

of expenditure.for every balboa 
Their average herd

well.fare nearly as
did not

control ranchers 	 percent of total in-
The 

41 animals, but sales 
reached only 46 

of course much higher
size was 	 per herd were 

a return of 
come, average operating expenses 

only $638, suggesting
profit was$S98--andnet -- $63e vs. 

$1.03 per balboa of 
expendilture.
 .e by herd size.bA uindicatorsof performance

again the data indicate thea breakdow
Table iv showsr 	 ability of the small ra.cher to con.-Once IV show da i eatheTable 
extertindicator of the 

pete successfully with 
larger producers in use 

the 
(an 
operation of this kin. 

Regarding input 

herd management) weof livestock enterprise. find that small rancher. expenditures 

of technical 
per head of livestock 

far exceed those of 
larger rancher&.
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TABLE V: PERFORMANCE INDICATORS FOR BREEDER OPERATIONS 
BY SIZE OF HERD
 

Ranch Category Av.Herd Av.Total Input Use Av.Net As % 
Size Costs* per Head Income Costs
 

Small (6) 8 $228 $11 $551 2.L2 

Medium (3) 15 $337 P12 $368 .98 

Large (10) 39 $716 $3 $1727 2.41 

All Categories 26 099 $4 $1151 2.31 

* 	 Land rental, if any, and interest charges on borrowed 
capital are excluded. 

M. Dairy Cattle
 

Six dairy farmers were interviewed (no control farmers) 
with a total collective herd of 659 animals. The average herd size 
was 109 animals, with a range of lh to 313 animals, indicating rela
tively large dairy operations. During the period of operations evalua
ted (12 months) there were 32 deaths recorded, which gives a mortality 
rate of 05 percent. The sampled operations were mixed beef and dairy 
ranching, with sales of fattened animals and old cows representing 
68 percent of total income and 32 percent from milk sales. There wt 
a net(paper) decline in the value of animal inventories as deaths and 
sales exceeded increments through births and value added. Average total 
income per dairy farm was $8,815 against expenditures of $1,693 for 

exa net income of $7,122 and a return of $4.21 for every balboa of 
penditure. These figures mpy represent an exceptionally high incc.m, 
year caused by large numbers of animals sold. It is also notevorthy 
that investment costs in fixed plant and equipment are not considered 
in the calculation. Within operating costs the level of expenditurc 
on inputs was inimal--a mere 89 cents per head--while labor costs 
(particularly for milking) reached 94 percent of total costs.
 

With the exception of two dairy farmers operating herds of 14 and 26 
animals respectively, none of the producers sampled could be considered 

small or medium operators. They should not have been considered as 
qualifying clients for 041 production credit. The same problem can 
also be seen in a number of cases for large ranchers operating feeder 
and breeder cattle operations. 
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N. Swine Production 

wereraising projects. These
The 041 Loan financed many swine 

generally of two types: (1) fattening operations, 
with the herd pur.

chased and eventually sold within a 3-6 month period, 
and (2) breeder
 

stock operations utilizing several resident 
sows producing up to two
 

litters a year. Income sumaries were completed 
for 22 feeder swine
 

operations (with 2 control producers) and 
6 breed stock operations (no
 

control).
 

the total animals purchased for fattening
Of the feeder swine operators, 

average of 16 per opaation (range 5-30 animals)., Dur-. 
vere 341, for an thereor one purchase-sale cycle)
ing the evaluation period (6 months 

rate 015 percent. The 
were only 5 deaths, suggesting a mortality of 

the average sales price $90,
 
average purchase price per pig was $31, 


of $68. The average operator earned sales 
for a net gain per animal 


of $1,514 from each production cycle against operating expendi
income 

a net income of $240. Operations were highly risky 
tures of $1,274, for 

For the average opera
of 22 producers experiencing a deficit.with 11 

cents per balboa of expenditure. The 
tor, his net income was only 19 

feed, reptesentifig 54 percent of total
 principal cost component war 

cost of purchasing the feeder stock 

expenditures, followed by the 
than the average,did worse(38 percent). The two control producers 

one operating at a deficit while the other 
exactly broke even. Both 

only. The 
raised herds smaller than the average--of 

5 and 8 animals 


sales price reported by the non-members was only $76 per fat
average 

were higher than co-op producers
their feed expenditurestened pig; 

$44. The data suggest distinct advantages 
for co

--$60 per head vs. 
 improved marketto lower-cost feed and 
op swine producers in regard 

cocase multiple servicereflects the of the
prices. This, indeed, 

of Juan XXIII in Santiago, the principal sponsor of swine 
operative exfor sales 
fattening operations. This co-op has its own feed mill 

clusively to members. It alzo markets 
its members' swine production
 

on an advance contract basis, a system 
which is coordinated with a
 

planned production component so as to avoid 
excess supplies of swine
 

marketed.
 

The six breed stock swine operations describe 
a somewhat different
 
of 34 sows, which avera

they have a breed stock
reality. Collectively 
ges 6 per operation (range is 3-10). The 

end-of-year value of this
 

per sow, with an average increase in value 
per sow
 

stock averaged $412 


of $178. The total breed stock produced 
a total of 251 piglets or an
 

average of 7 per sow. There were 26 deaths for a 
mortality rate of 10 

percent. The average sales price per fattened 
pig was $84. Average
 

of which 67 percent came fror 
total income for each rancher was $3649, 

in the value of 
sales and the remainder reflected a (paper) increase 

the breed stock. Net income of the 
average swine producer was $1,547
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against expenditures of $2,103, indicating a net return of 74 cents 

per balboa of operating costs. Surprisingly, average labor use and 
the fattening and breed

fts almost identical betweenfeed per head 

stock swine operations. None of the 

breeder operations lost money.
 

on Animal Enterpriseso. 	 Concluding Remarks 

riesthe likestock sumwith crop enterprises,As was the case 
variety of operating strategies--some more labor-intenreflect a wide 

sive, others more capital-intensive. 
Each of these strategies consti

particular set of constraints and
 tues a producer's response to a 	 a complimen
market options. In some cases the 

livestock operation is 


tary activity to crop production, but 
in the majority of instances
 

the livestock enterprise represented 
the single most important sourcc.
 

of cash income to the rural household. 
These considerations make it
 

imperative that the Project undertake 
two responses. First, as was the
 

must begin to implement information systems that 
case with crops, it 


thut-roduction results of 04 1 credit and not simply plan what
 
measure 	 of gathering such evaluation data

of the outcomesthey might be. One 
improved understanding of the dynamics and variety of exist

will be an 
ing livestock operations. Second, 

the Project must make a sharper dis

tinction between farmers and ranchers within its client population
 

and prepare credit activities (and 
credit policies) that match the
 

specialized needs of these two fundamentally 
different types of rural
 

producers.
 

The livestock data demonstrate dramatically 
that "time is money", and
 

that the slower-maturing breeder 
livestock operations are much more
 

profitable to rural households than 
animal fattening operations. Breeder
 

operations also require less up-front 
investment capital and 	are there

fore less risky from the viewpoint 
of the small-scale producer. In 

for every balboa of investment, breeder stock 
terms of straight return 	 ratio. Moreover, 
operations out-earn fattening operations 

by a 2:1 


livestock operations in general (with 
the exception of feeder pigB)
 

at least a 2:1 raevaluated by
out-earn most agricultural investments 

tio. With these considerations in
mind, the Project would do well to
 

conduct a comprehensive study of 
the production credit needs of its
 

rural clients, with the possibility 
in mind of joint credit packages
 

The Projectlivestock enterprises.
to farmers covering both crop and 	

intoof more of its resources 
should also consider the placement 

medium-term livestock lending.
 

But if the Project gives renewed 
emphasis on livestock operations,
 

must also establish very strict 
controls, including explicit loan
 

it 

qualification criteria, to guarantee 

that livestock financing be giver.
 

exclusively to small and medium-sized 
ranchers. A cut-off on loan
 

projects exceeding 28 head of livestock 
may be necessary.
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IV. COOPERATIVE-LEVEL IMPACT OF THE 041 
LOAN
 

firstsources. The 
for this chapter is drawn from two 

The information to a repre
in-depth questionnaire administered 

consists oT an fisource which received 041 Loan 
of 24 co-ops (out of 46)

sentative sample 6n some indialso collected
technical assistance. Data was

nancing or 
for two additional cooperatives. 

For each indicator the data was
 
cators 
collected on an annual basis for 

five years-from 1916 through 1980-

which allows us to monitor changes 
in co-op performance over the pro

ject period. In the first two sections 
of this chapter we present a
 

indicators of
 
sUfmry of 12 indicators of economic 

performance and 8 

social performance of the sampled 
cooperatives. 

The second source of information 
for this chapter comes from personal
 

observations by the evaluators 
which resulted from one or more 

visits
 

to all of the cooperatives in the 
sample. Based on these observations
 

we present a review of observed 
strengths among the co-ops visited
 

followed by a section identifying 
co-op deficiencies with recommenda

tions for their correction.
 

A. Indicators of Cooperative 
Economic Performance
 

1. TOTAL ASSETS: Total assets 
of the sampled cooperatives ir.

million to $15.0 million, which 
represents a growth 

creased from $6.8 
of 119 percent compared with 

the base year 1976. This means 
that the
 

year, signifying
 
sampled co-ops increased their 

assets by $2 million a 


a growth rate of 30 percent. 
By type of cooperative, Credit 

Co-ops
 

of the gross increase in assets, 
followed by
 

for 64 percentaccounted 
Agricultural Cooperatives with 

18 percent, Consumer Cooperatives 
with
 

9 percent, and Multiple Service 
Cooperatives with 8 percent. 

In rela

tive terms the largest increase 
in assets occurred among Consumer 

Co

operatives, which grew by 278 
percent, whereas Credit Cooperatives
 

grew by 141 percent, Agricultural by 
77 percent, and Multiple Service
 

by 60 percent.
 

2. MEMBER SHARE CAPITAL: During the 
Project period member 

share capital in their cooperatives 
increesed by $2.8 million, which 

represents a 96 percent growth 
compared with 1976. The annual 

average
 

rate of growth was 24 percent, 
which is approximately double 

the rate
 
mem

of inflation and therefore 
signifies a significant net 

increase in 


some 85 percent of the growth in 
ber share capital. In absolute terms 

share capital was contributed 
by Credit Cooperatives; in contrast,
 

only 7 percent came from Agricultural, 
5 percent from Multiple Service,
 

and 3 percent from Consumer 
cooperatives. However, in 

relative terms
 

share capital grew by 97 percent 
in Credit, 91 percent in Multiple
 

Service, 89 percent in Agricultural, and 78 percent 
in Consumer co-ops.
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(from
3. GROSS INCOME: During the Project period gross income 

sales, interest on loans, etc.) increased from $8.9 million to $16.2 

million, which represents an 82 percent increasein relation to the 
terms 

base year or an annual growth rate of 21 percent. In absolute 
(37 percent), Agricul

the increase was generated by Multiple Service 

(36 percent), and Consumer cooperatives (22 percent) because 
tural earnedsolely dependent on interest income
Credit co-ops are almost 
from lending operations. In relative terms, 

however, the fastest
 
(124 percent), followed by

growth was registered by Consumer co-ops 
(78 percent), and Agricultural

Credit (88 percent), Multiple Service 
(70 percent). 

4.NET INCOME: Out of 25 cooperatives sampled, only seven ever 

in any one or more years of the Project
registered a deficit income 
period. Five of the seven experienced only 

one deficit year. Net in
to $1.9 

of the sampled cooperatives increased from $1.0 million 
come 
million per year, which represents an 81 percent growth with respect
 

to the base year of 1976. In absolute terms, 41 perce ht of the total
 

net income increase was generated by Multiple 
Service, 28 percent ty
 

and 14 percent by Consumer cocpert
16 percent by Credit,Agricultural, in net income 

tives. However, in relative terms the fastest growth 

was registered by Credit Cooperatives (225 percent), fclowed 
by Mul

(99 percent), Consumer (79 percent), and Agricultural
tiple Service 

(28 percent).
 

Over the period theTO MEMBERS:5. SURPLUS FOR DISTRIBUTION totaled $1.z 
amount of surplus income distributed to co-op members 

year ranged from $206,000
million. The surplus generated in any given 

extremely significant(1980). This indicator is
(1977) to $328,000 
because it measures the total amount of additional 

income earned by
 

co-op members from their participation in 
these organizations--income 

which is in addition to any net earnings obtained 
from their crop and 

livestock enterprises financed under the 
Project. Expressed differently, 

for every balboa of share capital invested 
in their cooperttiver (i.e.
 

$2.8 million--see Indicator No.2) co-op members 
earned 46 cents on
 

the average.
 

However, when surplus earnings are broken 
out by type cf cooperative
 

the distribution is quite uneven. In absolute 
terms, 49 percent of
 

the surplus went to Agricultural co-op members, 
30 percent went to
 

25 percent went to Credit members, and a
 Multiple Service members, 
negative surplus of 4 percent was generated 

by Consumer Cooperatives.
 
of active members per each 

If we divide the surplus by the number 
we find that the average Agricultural co-op mem

type of cooperative Service member $52.24, 
ber earned an impressive $90.43, the Multiple 

the Credit member $8.77, while the Consumer 
co-op member actually
 

lost $4.73 of his invested capital.
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Turning to liability accounts, 
we see that
 

6. OPERATING COSTS: 
erating Costs in the sampled cooperatives increased from 

$1.0 mil
year in 1976 to $2.0 million in 1980, which represents anlion per 

year Project period, for every 
balboa invested in operating 

costs 
Indicator 

increase of 97 percent with respect 
to the base year. For 

the five 

net profits (see
cents ingenerated 85 

the cooperatives 
No.4, Net Income). In 

absolute terms, 33 percent of the increase 

in operating costs must be 
credited to Multiple Service 

co-OPs,
 

followed by 26 percent for Credit, 
23 percent for Agricultural, 

and
 
inthe fastest growthterms, 

19 percent for Consumer. In relative 
co-ops (126 percent in 

onsumer was registered by
operating costs (122 percent), AgriculturalServicefollowed by Multiplecrease), percent).

(83 percent), and Credit 

(76 


Between 1976 and 1980 the sampled
 
INDEBTEDNESS: from $2.4 million'.7. SHORT-TEP debt burdenshort-termincreased their

cooperatives 
per year to $3.9 million 

per year, which represents 
an increase of
 

per
in 1980, almost half (4-6 

Of the total indebtedness is66 percent. while another 36 percent
co-ops,found in Agricultural co-ops carrycent)is Consumer 

Credit co-ops; Multiple Service and 
owed by 
only 10 and 8 percent respectively 

of total short term debt 
obliga

tions among the sampled 
cooperatives. In relative 

terms, however,
 

short-term indebtedness 
fastest increase or 132co-opsthe reverse is true. 

The 
in 

Consumerregistered by 
during the Project period was 

increased 
percent. This corresponds 

very closely to the 
growth rate of Consumer
 

Credit co-ops
Short-term borrowing by 

byco-op operating costs. and Multiple Service
65 percent,

82 percent, Agricultural by
by
only 8 percent.
 

Dring the Project period the total 
INDEBTEDNESS: fromLONG-TERM increased8. 

of the sampled cooperatives 
long-term indebtedness growth of 328 percent.

represents a 
to $3.0 million, which 

has grown from a 23 per
$705,000 long-term indebtedness terms,By the same token, share. In absolute 

43 percent
of total debt to a 

cent share 

63 percent of total 
long-term indebtedness 

is held by Credit 
co-ops,
 

mialie'to long-tern produc
on

their greater emphasis
reflects terms, long-termwhich In relativeenterprises. cofor livestock Consumertion credit fastest amonggrown 

debt during the Project period has by Credit 

ops--a one hundredfold 
increase in five years--followed 
 (aServicesand Multiple

(99 percent)
Agricultural(587 percent), 


percent).
decline of 1 

per active
The structure of the 

debt portfolio and 
its growth can be 

somewhat
 

Per-capita terms--i.e., debt 
unless placed in to mem

misleading to des6ribe dett in relation 
also useful 

co-op member. It is 

ber share capital 
subscribed. These 

relationships are 
presented in
 

Table VI. 
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TO ACTIVE MEMBERSIN RELATIONINDEBTEDNESSTABLE VI. CO-OP 
AND SHARE CAPITAL INVESTMENT (1950) 

asSharesPER ACTIVE MMER
INDEBTEDNESS 

1.45$387
$221
$166 

Cre 	 $135 $249 $384 .20 

Agricultural $1,098 $158 	 .19$1,256 


MultuServae $205 $152 
 $357 .147 

.abi-e IV drar	atically demonstrates the tendency for agricultural 

to become dangerously over-financed relative to membercooperatives h agspicture is even more disquieting
registereshare capital subscription. TheshreAgiulurlco-ops 


ype (see Indicator Not,ot-e

when one considers that AgriCultural 

( ect
 
surplus distribution ($90.43) of 

any other tre 

page 29) while contributing 
next to the smallest share 

(7 percent) 

capital contributions.sharein member 

burrent assetsThis indicator measures
9. INDEX OF 	 SOLVENCY; 

as a percentage of current liabilities, i.e., for every balboa of 

sandmeet thesehas in to 
current obligations how much the co-OP 	 a higi

sampled cooperatives registerec
Overall, the 

level of solvency in.197
6 (6.76) which only continues 

to grow 

(l5.45 in 1980). By co-Op types, Credit had by far the highest 
over the Proect pouriod. 

obligations. 

42.1 

average solvency, growing from 15.5 

to 
3.89, Consumer from 

Multiple Service grew in solvency from 2.51 
to 

a slight declie from 
$1.16 to 1.82, while Agricultural registered 	 cf 
1.38 to 1.09. Five cooperatives registered an average solvency 


less than 1 for the period, which is considered a danger signal.Fo

Services Fro

these, four were Agricultural co-ops and one Multiple 
cooperativesector of the rural as a 

a financial perspective the weakest although the movement 
that of the Agricultural,ismovement 


whole appears quite healthY. indicator'
solvencyless inventorY)7ESTET: ThisThis isis a...a secondent assetsRAPID10. 10.RAIDLItJDTLIQUIDITY 

t ssetsnot 	aPPli
which measures strictly liquid assets (curr n in ap 

as a percentage of current 
liabilities. ahe indicat the movementtested,of 15 cooperativesco-OPS. Outcable to Credit 	 score of 1.08. However, in realitypassed the test with an average 

only four co-Ops passed (average score 2.26) and 11 failed (averae 

score 0.65).
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the total
11. INDEX OF DEBT CAPACITY: This indicator measures 

as a perbusiness (short-term and long-term debt)
indebtedness of a 
centage of total assets. There exists no hard 

and fast rule as to
 
but generally

what the 	most desireable debt/asset ratio should be, 

any level beyond 75 percent of total assets should be con
speaking 

By this standard the rural cooperative movement sidered undesireable. 

passed with an aggregate average score of .60 

for the Project period.
 

Of 24 co-ops, 5 exceeded the maximum acceptable score (average 
was 

trend signaled by other indicators, 4 1.02). Again in support of a 


of the excessively indebted co-ops were Agricultural 
and one was a
 

Multiple 	Service.
 

12. FINANCIAL AUTONOMY: This indicator measures 
member share
 

capital contributions as a percentage of total 
co-op assets. Out
 

.27, indicating that
 
of 26 co-ops sampled, the average score was 


for the rural cooperative movement as a whole, 
slightly more than
 

one quarter of its assets are owned by co-op 
members and the remainder
 

by their 	creditors. Breaking down the scoring 
by co-op type gives a
 

of rural 	credit cooperatives, a barely accept
very favorable picture 

a very poor picture of Agricultural
able picture of Consumer, and 

score for Credit was 
and Multiple Service cooperatives. The average 

range of 	 .37 to .74. Consumer co-ops regis
an excellent.-47,, 'wi th a 
tered .23, with a range of .13 to .30. Agricultural co-ops averaged
 

.11 (range .0] to .18) and Multiple Service averaged .16 (range: .03
 
indica

to.21). From a development viewpoint, the 
financial autonomy 

tor should be considered the "acid test" 
of cooperative instituticn

building. In the case of Panama its application 
has yielded very
 

mixed results, suggesting a collection of 
very successful coopera

tives mixed with others that arc financially quite precarious. For

picture is one of strength and rapid econo
tunately, the "average" 

mic growth.
 

B. Indicators of Cooperative Social Performance
 

1. REGISTERED MEMBERS: Out of 24 cooperatives sampled there
 

was an increase of 5,078 members during the 
Project period. From a
 

the number of registered co-op par
total of 	12,653 members in 1976 

in 1980, 	 which represents a growth of 40 
ticipants reached 17,731 
percent or 10 percent per annum. The registered 

membership of Credit 

percent, Consumer by 37 percent, Agricultural and 
co-ops grew by 49 
Multiple Service by 26 percent. In 1980 the average Credit co-op had 

Multiple 	Service 506, and Agricultural
1,262 members, Consumer 948, 

282.
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2. ACTIVE PM9ES: Of the same 2 sampled cooperatives the number 
of--active member'a a percentage of total registered members was 78 
percent in 1976 and 81 percent in 1980. The active membership of Credit 
co-ops averaged a high 87 percent in 1976 and slipped slightly to 85 
percent in 1980. Consumer co-op active members increased from 66 tc 
80 percent over the Project period, Multiple Service from 66 to 75 per
cent, and Agricultural from 69 to 73 percent. 

3. MEMBERSHIP ATTENDANCE AT GENERAL ASSEMBLIES: For 24 co-ops 
sampled, an average of 28 percent of total active members attended
 
their cooperativc's annual General Assembly in 1976. In 1980 the 
average attendance was 36 percent. Having re.Latively much fewer mem
bers, Agricultural and Multiple Services co-ops achieved the highest
 
attendance levels for the Project period: Agricultural--62 percent-
and M.,tiplc service--52 percent. This compares to attendance levels 
cf 36 percent for Credit and 27 percent for Consumer co-ops. :t is 
noteworthy that the highest attendance levels for all typcs of co,
ops were reached in years prior to 1980. when the Ol1 Project was
 
in full implementation. Since the financing of the institution-butlding 
components of the Project terminated in March 198C, the impact of that 
cut-off appears to be clearly registered at the cooperative level.
 

4. MEETINGS OF THE ADMINISTRATIVE COUCIL: For 21 of the 24 sam
pled co-ops for which data is available, their Administrative Councils 
met an average of 18 times in 1976, 19 times in 1977 and 1978, .22 times 
in 1979, and slipped back to 18 in 1980. The highest average frequency 
of meetings was recorded by Agricultural co-ops (25 times per year 
during the period), followed by Multiple Service with 19, Consumer with 
17, and Credit with 14. An average of 12 would be considered acceptable, 
i.e., an administrative council that meets monthly. 

5. MEETINGS OF THE VIGILANCE COM24,ITTEE: For 18 co-ops with available 
records. their Vigilance Committees net an average cl' 8.5 times in 1.976, 
gradually increasing to 12 times in 1979. However, with the cessation
 
of 041 Loan-sponsored institution-building in 1980 the frequency of
 
Vigilance Committee meetings declined once more to 9 per year.
 

6. MEETINGS OF THE CREDIT CO 241TTIEE: For 15 co-ops with available 
records (note: Consumer co-ops do not use this committee), their Credit
 
Committees met an average of 23 times in 1976 and gradually increased 
to an average of 27 meetings in 1979. But following the same trend 
cited above, meeting frequency slackened to 26 in 1980. 

7. MEETINGS OF THE EDUCATION COMMITTEE: One of the most disappoint
ing areas of Project performance was that of cooperative education ac
tivities. The lack of intensive emphasis or. education by government 
agencies and cooperative federations was reflected at the local level 
by a nearly total absence of co-op member education activity. Out of 
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24 sampled cooperatives, only ten had any 	record of their Education
 
5 hadCommittee having met during the Project period. Of these, a 

in only one of the five years of thecommittee that held meetings 
Project. None of the cooperatives had an Education Committee which 

met consistently in all five years. 

8. MEMBERSHIP TRAINING ACTIVITIES BY COOPERATIVES: As above, 

only 	ten of 24 co-ops had any record of ever organizing membership 
for this indicator speakseducation activities. The absence of data 

eloquently for the designation of Membership Education as one of
 

the most deficient areas of Project activities.
 

C. Observed Strengths Among Rural Cooperatives
 

The foregoing indicators generally describe a rural coopera

tive movement which demonstrated rapid economic growth during the
 

Froject period; and with the exception of 	the indicators of educational
 

activity, they show significant strengthening of member participation 

in their cooperatives. Of course, it is impossible to demonstrate
 

from the figures a direct and explicit causality between 04l 
Loan
 

and cooperative performance per se. Some of the movement'sactivities 

growth would undoubtedly have occurred anyway despite the Project.
 

data show extremelyBut the fact remains that the cooperative-level 
impressive growth--growth which coincided with the Project period 

and 
at least in part as a positivewhich, by association, must be credited 

sum, the very positive and impressive
impact of the 041 Loan. In 

characteristics of the survey data allow us to conclude that the 

Pro

ject was highly successful, and this reality constitutes one of 
the
 

most impor-ant strengths observed in the movement by the evaluatorE.
 

A second strength observed is the fact that the movement can boast
 

of some truly exceptional human resources. Here and there 
the evauia

tors encountered a number of highly dedicated and talented 
cooperative
 

and menmanagers; here and there we meet co-op directors, employees, 

bers of exceptional intelligence, leadership capability, and 
experience.
 

more than a primary school educa-
Most of these individuals do not have 
tion; but theirs are diplomas earned in the classroom of life and the
 

School of Hard Knocks. Panamanian rural cooperatives have made many mis

takes, lost money to dishonest employees, suffered poor leadership, and
 

survived sometimes disasterous technical advice from 
outside advisors.
 

difficultiesfamiliar with the endlessThe~e cooperatives are intimately 
use by their members,

iequesting pr6duction loans, supervising credit
of 
locating market opportunities, con

for input procurements,arranging 
tax bite of municipal authorities.

structing buildings, and resisting the 
In many

But rarely have these cooperatives made the same mistake twice. 

their leaders and employees may be considered as eper7tS in 
instances 

3ack specific bookkeeping,
rumning a cooperative business. They may 	

vastthey have generally experiernce
accounting, and management skills, but 
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in addressing the problems which most afflict 
the rural poor. In
 

have more to teach outsiders than the 
general, these individuals 

And the future co-op leaders must 
latter have to teach them. in 

as teachers and trainers.be used increasingly 

A third strength area of the rural cooperatives 
is the quality of
 

their services to members. Among farmers 
interviewed, 80 percent
 

said they had been recipients of multiple 
production loans, while
 

86 percent expressed satisfaction with 
the services offered by their
 

Among livestock ranchers interviewed, 
52 percent had
 

cooperatives. 
received multiple production loans and 

100 percent expressed satis

faction with co-op services. In sum, the 
rural cooperative movement
 

has created a successful service delivery 
system. There is much room
 

for improvement, but the system works.
 

The federations of COAGRO, FEDPA, and 
FECOPAN were estatlished to
 

integrate the cooperative movement along 
the functional lines of
 

agricultural, credit, and consumer 
services. In FEDPA's case the
 

federation developed over many years, 
largely as the result of initia

tives from the bottom-up, with only 
modest resource contributions
 

model largely explains 
from external donors. This self-help, 

bottom-up 
in Panama. 

why FEDPA is by far the strongest cooperative federation 


FECOPAN relatively recent initia
both COAGRO and were

In contrast, andcontributions,
tives, heavily subsidized with external resource 

really
in their program approach. FECOPAN never 

generally top-down is in ex
got off the ground and finally collapsed in 1978. COAGRO 

tremely delicate health, is severely 
undercapitalized in terms of
 

emergency fi
equity owned by its affiliates, and presently requires 

nancial assistance. 

spectacular institutionalfanfare and withoutHowever, with little 
of rural Panamaand Consumer co-opsthe Agriculturalinvestments, The growthfrom the bottom-up.

have begun a process of integration 

process seems to center around one 
primary co-op institution--the
 

into its service networkdrawsand best capitalized--whichstrongest of the same type. The result is 
co-opsa set of smaller and weaker 

a "mini-federation" at the.regional 
level. In this regard the moet 

is Juan XXIII in Santiago (Verraguas), a Multiple 
successful prototype 

16 branches or sucursales..establishedService Cooperative, which has 12in David (Chiriqui) with
Maria AuxiliadoraOther examples include 

rural consumer store branches; Horticola 
de Mercadeo in Boquete (Chiri

centermarketing distribution 
qu) which is establishing a vegetable 

offor serving the vegetable growers
City with prospectsin Panama sucur

as well; Agricola Santeiia in Los Santos with 2 
other co-ops netin Las Palmas (Verraguas), a 
sales; and Agricultores Palmeflos 

in turn is affiliated to Juan 
stores whichwork of 6 rural consumer 

XXIII. 
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Among Credit cooperatives there were a number of strengths that greatly 
impressed the evaluators. First, FEDPA has enforced a narrow relation

of credit a member can resbip between member savings and the amount 
ceive, i.e. a ratio of 1:5. It has instituted a forced savings program 

wherein a loan recipient must capitalize 10 percent of his loan pro-
These measures have been very instrumentalceeds as share investment. 

in making the credit cooperative sector at least twice as solvent and
 

rest of the movement. Furthermore, thefinancially autonomous as the 
rural credit co-ops are addressing one of the most serious constraints 

facing rural producers:the scarcity of land. As ,documented'earlier 
(see Chapter III), some 39 percent of all farmers interviewed had to
 

rent thc land on which they grew their principal commercial crop. In
 
renters reached 76 percent of total producers.some cases (e.g. tomato) 


The rural credit co-ops have been providing an increasing number of
 

lonns for land purchase and land rent, and they are doing so from their
 

OUr Capital resources. Credit co-ops have also given consumer credit
 

loans for two-week periods to assist zafreros (laborers) in the sugar
 
giving great emphasis to the development
cane harvest; they have been 

of market arrangements for financed crops before approving ; roduction 

loans; and overall these co-ops have provided quite efficient agronomic
 
as a sector, Credit co-ops have performed
technical assistance. Overall, 

exceptionally well.
 

Among Agricultural and Multiple Service Cooperatives several organize
for this sector. The marketing activitions stood far above the norms 

ties of the Hortfcola y Mercadeo in Boquete establish an extremely im

pcrtant precedent for the cooperative movement in general, and serves 

an example for other co-ops to study, imitate, or integrate with.
 as 
The powerful Agricola Industrial (also of Boquete) presents an out

of input supply and crnsumer goods services to the ruralstanding model 
system worthy of emulation.population. It also has an employee incentivc 

The excellent performance of Juan XXIII--socially as well as economically 

--makes it a model worthy of replication not merely in Panama but through
features: the progrwamng c!'out Latin America. Among its many special 

livestock production and marketing, excellent educational program ac

for teaching illiterate members abouttivities, creative visual aids 
co-op performance and results, a member insurance program, a subsidized 

employee lunchroom, and the fact that this institution's notable achieve

ments have indeed been engineered by farmers, most of whom have had 
less
 

than five years of primary education. 

Among Consumer Cooperatives, the major strength observed is that this
 

period of very rapid growth, is entering a ccnsolisector, following a 

The branch system is getting established, joint buyingdation stage. 

and both supply and demandand procurement arrangements are occurring, 
linkages to other sectors of the rural cooperative movement are presently
 

being planned. The physical infrastructure of Consumo Verraguas and
 

Maria Auxiliadora are outstanding; the human and particularly managerial
 

resources of these co-ops must now grow quickly to keep pace with the
 

their physical plant and equipment.opportunities created by 
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D. observed Cooperative 
Deficiencies
 

it must be stated that many 
cooperatives have
 

At the outset 

had to face an extremely 
hostile environment for 

their institutional 
subversives for 

development. some co-op 
leaders have been Jailed 

as 

their promotion activities. 
A parish priest who is 

virtually consi

dered the father of the 
rural cooperative movement 

in Verraguas was
 

kidnapped and never heard 
from again. Cooperatives 

have received fre

and ethers whosemerchants,from large landowners, 
quent intimidation Local municipalities

Ly co-op organization.
were threatened taxationinterests their (almost punitive) 


have been particularly aggrtssive in keep
 
businesses; because these 

institutions are required 
to 

of co-op a more vulnerable
they often becomerecords

up-to-date and auditable 
firms. Finally, some cooperatives 

than are private
target for taxation press by local Chambers 

in the radio and 
have been virulently attecked 

and illegal business practices.
them of unfairwhich accuseof Commerce 

Let there be no question 
in anyone's mind: promoting 

cooperatives in
 

Panama is no picnic. And 
rural cooperatives particularly 

are engaged
 

in a difficult struggle 
against vested interests 

seldom before chal

lenged. At times this 
struggle has become extremely 

dangerous to the
 

lives and property of co-op 
leaders.
 

tech-
RECOMMENDATION: Mere Government 

sponsorship and external 

nical assistance and financing 
is sometimes not sufficient 

to
 

overcome the-local opposition 
that some co-ops face. 

At times
 

they need high-level support, 
even direct intervention, 

on very
 

short notice. It is recommended 
that IPACOOP should have 

a "hot
 

line" telephone number 
that rural cooperatives 

can call when
 

they have an emergency 
requiring special outside 

help.
 

The biggest observed deficiency 
in the performance of almost 

all co

ops visited was their 
lack of educational activity 

for their own me.

berS, as well as inadequate training 
opportunities for co-op 

employer-,
 

and directors. Cooperative 
Education Committees rarely 

meet. This cen

tral fact would suggest there 
exists little appreciation 

for the role
 

and importance of member 
education, almost no awareness 

of what kind
 

of education is needed, 
and few skills for conducting 

educational ac

preparing teaching materials. 
tivities or 

anything resemblingwithThe only cooperatives
RECOWENDATION: are Juan XXIII and Despertar

programeducationa successful 
Campesino, both of Verrague-s. 

These co-ops both employ 
group
 

discussion activities 
held in rural districts 

on a rotating ba

sis. It is recommended 
that both co-ops be awarded 

funds to 

subsidize the costs 
of developing training 

programs for leaders
 

would finance visits by other co-OP 
.The fundsof other co-ops. 

leaders to observe education 
activities at Juan XXIII 

and Desper

tar; they would also 
finance advisory visits by staff of these 

and other regions to 
the samein 

to assist organizationsco-ops 

establish education programs 

for their members.
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A second deficiency area within education is that of management
 
training. Courses organized for co-op managers by IPACOOP and the
 
federations have committed the mistake of mixing participants of
 

widely differing levels and experience. Courses have also been re
ported to be far too theoretical. In general, management training
 
has been conducted and controlled by outsiders who in many instances
 
no less about the day-to-day problems of running co-op businesses
 
than their trainees.
 

RECOMMENDATION: Management training activities by IPACOOP
 
must be given on a far more selective, decentralized basis.
 
Whenever possible it should be conducted on a mobile basis,
 

co-op by co-op, with programmed follow-up visits. Management
 
trainers should not be assumed competent to teach until they
 
hav, spent several weeks each year in local level field work
 
learning from co-op managers and directors about their real
 
management problems, needs, and resources.
 

RECOMMENDATICN: Several managers of rural cooperatives are
 
at this moment highly qualified (by their experience and their
 
tested skills) to teach other managers. These individuals in-'
 

elude the managers of San Antonio (F.Armuelles), Educadores
 
Verraguences (Santiago), and Jose del C. Dominguez (I,as Tablas)
 
among Credit Cooperatives; the manag!rs of Consumo Veraguas
 

and Juan XXIII (Santiago) among Consumer Cooperatives; the
 
managers of Horfcola y Mercadeo (Boquete), Agrfcola Industrial
 

(Boquete), and Agropecuaria Santefia (Las Tablas) among Agricul

tural Cooperatives; and again the manager of Juan XXIII and
 

the ex-manager of Esperanza de Los Campesinos (San Juan) for
 
Multiple Service Cooperatives. It is recommended that funds be
 
made available by IPACOOP to finance the participation of these
 
managers in cooperative management training programs conducted
 
at the regional or local level. At the very least, these mana
gers should be used to train IPACOOU trainers, and to assist in
 
the design of IPACOOP-sponsored management training activities.
 

A third deficiency area involves cooperative record-keeping. Much has
 
been accomplished during the Project period just to get co-ops to
 

keep up-to-date records. But there is still much room for improvement.
 
In most recipients of 041 financing there exists no separate accounting
 
of 041 funds, which are co-mingled with co-op funds or resources from
 

other sources. This same problem has occurred at the federation level
 

4n the case of FEDPA. Many co-ops (possibly the majority) do not have
 

copies of their loan contracts prepared by the BDA, and they are there

fore ignorant about their repaymcnt schedu3e and interest payments.
 

For these reasons it is extremely difficult to know what is the un
paid balance on 041-financed loans, how much is overdue, and what is
 

the delinquency rate, if .ny. It is surprising that USAID could be so
 
strict about designing 041 loan restrictions and prerequisites, yet
 

have been so lax in making sure 041 funds--once lent--were properly
 
accounted for at the cooperative and federation levels.
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RECOMMENDATION: Cooperatives receiving 041 funds 
(intluding
 

federations) should be required to place 
loan proceeds in a
 

separate bank account so that their 
use and repayment can be
 

adequately monitored.
 

Credit Policy constitutes another 
deficiency area. Lending for live

stock enterprises should be made 
less restrictive in terms of time
 

48 months for breeder cperations) 
but more restrictive
 

(at least 

regarding who can qualify for a 

loan. At present there exists a 
very
 

real danger in rural cradit cooperatives 
that members (like teachers)
 

whose secondary profession is farming 
or ranching are qualifying for
 

livestock loans that should be 
made available exclusively to members
 

whose primary occupation is farming/ranching.
 

Elsewhere in credit policy there 
exists an inadequate association
 

between amnounts lent and member 
share capital. With the exception
 

of FEDPA and its affiliates--where 
a,-minimum 5:1 credit/share capi

tal ratio exists--the rural cooperative 
movement has borrowed rela

tively large amounts of capital 
compared to what it has mobilized
 

in member equity investment. Several 
examples are notorious. Agro

cents of member investment per 
balboa of
 

pecuaria Santefia has 11 

assets, Avfcola (David) has 4 cents, 
La Libertad (El Valle) 2 cents,
 

and La Constancia (Puerto Gago) 
only i cent.
 

RECOMNDATION: Livestock loans 
should be made exclusively to
 

producers whose primary occupation 
is ranching or farming, and
 

loan projects should be restricted 
to small and medium-size
 

operators with a maximum herd 
size to be financed of 20 head
 

of cattle. Loans financina breeder 
cattlc operations should
 

require repayment beginning no 
sooner than 48 months.
 

RECOMMENDATION: Any 041-financed 
loan should be tied to the 

recipient's level of share capital 
investment. Within the cur

loan maximum, ($12,500), a borrowc. shou.d only 
rent absolute 
be able to qualify for maximum 

credit of fives times the valve
 

of his share capital investment 
in the cooperative.
 

Marketing presents a final area 
of serious deficiency with some 

co

necessity worked out
 
operatives. Happily, many co-ops 

have from 


rather successful marketing arrangements, 
But serious problems remain.
 

with the National Marketing Institute 
relationshipsFor example, co-op 

(IMA) are becoming unworkable 
in several instances because this 

agency
 

sometimes takes as long as two 
months to pay for produce delivered.
 

Meanwhile the farmers are responsible 
for payment of the interest
 

charges incurred meanwhile on 
their production loans. IMA has 

also
 

been uncooperative with 041 beneficiaries 
(for example, Los Produc

tores of Nate) because it gives 
preference to private suppliers 

for
 

" Overall, the so-called "Co
aChitre.its onion dehydration plan't 



operative Marketing System" which was to have resulted from the 041 
Loan never materialized. The marketing services responsibility was 
to have been shared by COAGRO and FECOPAN but in practice was addressed 
by neither. Faced with continuing market constraints, some co-ops
 
have simply left the marketing responsibility to individual members. 
Others have suggested expensive agro-industrial processing schemes 
(etg. coffee) but without defining the structural arrangements re
quired to sell the product to the ultimate consumer. 

RECOMMENDATION: IPACOOY and the BDA should initiate discussions 
with XMA .to enicounter a mor&i elbitable .solutionf to- the problem
of interest-charges incurred by co-op growers which are the re
sult of delayed payment by IMA to the seller. It is recommended 
that a study be conducted to identify the average amount per 
quintpl. sold of additional interest rate charges resulting from 
deleys for which IMA is responsible. A second alternative may 
be to transfer ownership of the commodities sold to IMA4 from 
the grower to the BDA as of the date of delivery, with accrual 
of interest to cease as of that date.
 

RECOMMENDATION: A renewal of the "Cooperative Marketing System" 
should be attempted. However, it is recommended that this res
ponsibility should not be assigned to COAGRO, which has enough
 
problems as it is, but rather to the Hortfcola y Mercadeo of
 
Boquete. The vegetable marketing distributicn center being estab
lished by this cooperativ in Panama City deserves support and
 
subsidy so that its services can be offered to other co-ops as
 
well.
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V. FEDERATION-LEVEL IMPACT OF THE 0l LOAN 

A. National Federation of Credit Cooperatives 

1. SOCIAL INDICATORS: FEDPA's affiliates consist of both
 
urban and rural credit cooperatives. The Federation began the Project

period with 83 co-op affiliates in 1976 with a combined membership 
of 22,400. In 1980 FEDPA had 91 affiliates representing 32,800 mem
bers. Growth in aggregate membership was therefore 46 percent. All 
the new affiliates were urban co-ops. During the period the number 
of rural co-ops remained stable at 35. However, membership in these 
same co-ops increased from 11,500 to 16,100, an increase of 40 per
cert, while the share of ruraL co-op members relative to total FEDPA
 
membership dipped only slightly from 52 percent to 49 percent. In
 
general we can conclude that the rural sector of FEDPA "held its own"
 
and in fact showed signs of significant consolidation because their
 
membership expanded significantly within the same cooperatives.
 

The attendance of FEDPA affiliates at the Annual General Assemblies
 
improved from 71 percent (59 out of 83 co-ops) in 1976 to 78 percent 
(71 out of 91 co-ops). Frequency of Administrative Council meetings 
increased frcm 6 to 9 per annum during the period. FEDPA's Vigilance
Committee, which met only 5 times in 1976, met 23 times in 1979 and 
for the entire period averaged 11 meetings per year. The Credit Com
mittee increased its frequency of meetings from 16 in 1976 to 22 in
 
1980, with an average for the entire period of 21 meetings per year. 
All the above indicators indicate significant evidence of institutional
 
strengthening during the Project period. With regard to education and
 
training activities, FEDPA does not have an Education Committee; 
ra
ther it has a Department of Education with a full-time director. Be
tween 1976 and 1980 the Department's activities notably intensified.
 
Training Courses to co-ops grew from 71 tc 118 per year with an 
irs
crease in participation of from 1,666 to 2,010 participants. Visits 
tc co-ops grew from 1,054 to 1,249; seminars from 11 to 19 per year 
with an increase of 199 to 343 participants. 

2. ECONOMIC INDICATORS: The Federation's economic indicators
 
reveal a veritable "take-off" for FEDPA during the Project period.

Between 1976 and 1980 FEDPA's total assets increased from $3.2 million 
to $7.8 million, a growth of 141 percent. Member share capital in,Tst
ment in the Federation expanded from a modest $336,000 to $1,767,000, 
which represents an increase of 426 percent. Total Federation income 
(from interest on lending, deposits, audits, accounting services, etc.)
 
grew from $315,000 in 1976 to $800,000 in 1980, an increase of 15h per
cent. Even though operating costs increased by an even faster rate
 
(189 percent), the Federation registered a net profit in all five yearn

and generated an average annual surplus for distribution of some $28,00.
 



FEDPA's index of solvency declined during the Project period from
 
9.52 to 2.143, indicating a sharp increase in external borrowing;
 
however, the decline in the index is not wcrrisome since anything
 
above 1 is acceptable. FEDPA still has $2.43 in assets for every
balboa of liability. Over the period FEDPA's financial autonomy in
dicator--the acid test of institutional consolidation--increased
 
from 0.17 to 0.22. This means that for eve.ry balboa of FEDPA's total 
assets, 22 cents are owned by FEDPA's affiliates and the balance by 
its creditors.
 

3. USE OF REVOLVING LOAN FUNDS: Of FEDPA's 35 rural co-op affili
ates, 17 received loans financed by 041 resources. Of the total $2.0 
million in 041 resources received from the Revolving Loan Fund, somc
 
61,750,000 (88 percent) was on-lent to co-ops for agricultural and 
livestock production credit. The balance was lent for "Rural industry"
financing. The breakdown of loan use and repayment .performance, by 
co-op, is shown in TEble VII. As of December 31, 1980 a total of 
$961,778 against obligations due of $1,024,893 had been paid. Of thir
 
latter amount, the total of delinquent balances was $13,329, which 
suggests a delinquency rate of only 1.3 percent. 

Table VIII gives the breakdown of total 041 loans on-lent by FEDPA 
affiliates to their individual members. Of the original $2 million 
received, these 17 co-ops generated an aggregate volume of credit 
(including multiple use of reflows) totaling an astounding $4,166,724. 
A total of 1,306 loans were made between July 1976 and February 198C. 
Of these, 1199 loans were made for crop and livestock production for 
an aggregate value of $3.9 million (94 percent of the total) while 
107 were made for Rural Industry with a total value of $258,000. The 
average production credit loan was $3,260. The average rural industry 
loan was $2,409. What is quite amazing about the obsorved doubling
in aggregate value of lending from $2.0 million to $4.i million is 
that this result was achieved with only a fraction of the original 
S2 million received from the Revolving Loan Fund. In the first place,
from 1976 to 1979 FEDPA only received about half its $2 illion com
mitment from the BDA. But secondly, an estimated 40 percent. of all 
resources received went into livestock production loans with a slow 
pay-back period. 

4. SERVICE INDICATORS: With 041 Loan financing through MIDA, the 
Federation provided 5 agronomists (Ihfield staff and 1 supervic-cr) 
to provide technical supervision tc credit co-op members using 04!
financed production loans. All eight credit co-ops visited by the 
eval'.ators reported positively about this assistance. For the average

co-op,estimated assistance was about 40 man-days per year. In the sau.
pled co-ops alone, these agronomists supervised a total of 841 crop 
and 311 livestock loans during the five-year period. Through the ac
counting and manager services (loan) program FEDPA provided 10 accourt
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out of FEDPA's own 
ants with 01 financing and 4 more accountants revisited by the evaluators 

All eight credit co-opsresources. 
ceived at least one FEDPA audit 

during the Project period. Of
 re
5 received annual audits while the remainder may have 

these, local records availwere no
than 1-2 audits but there

ceived more field, 7 of theIn the educationcase.able to prove this was the from FEDPA forcourses
reported receiving annual training

8 co-ops 6 of 8 reported FEDPA-sponsored 
employees, particularly managers; 

and 2 of 8 reported member
directors;training courses for co-op 

Overall, both from 
ship training activities organized by FEDPA. 

fieldof the evaluation as from the results
its own records as well 

service delivery during the 
survey, FEDPA demonstrated intensive 

Project period. 

Some of FEDFA'I many strengths
OF FEDERATION STRENGTHS:5. C01EPVINi Thein this evaluation report.

been identified previouslyalreadyhave relative to those
of rural credit co-ops

general performanceexcellent is itself dramaticand Multiple Service 
of Consumer, Agricultural, 

in supporting its affiliates. But this is 
successevidence of FEDPA's 

a symbiotic relationship: FEDPA strengthens its affiliates, 
but the
 

FEDPAin return. Overallthe Federationgreatly strengthenaffiliates It is relatively solvent, 
enjoys excellent professional management. 

owns its owna profit. It 

fairly well capitalized, and is 

operated at 
outgrow). It

City (which it will soon 
two-story building in Panama 

accounting system for 
a centralized computer-processedhas installed 

its affiliates; and the print-outs 
reach the co-ops within 30 days
 

from the close of business for 
the previous period on which 

the com
sala

its agronomists better-than-MDA 
puter is reporting. FEDPA pays co-op. The

paid by each beneficiarY an extra cuotaries, including very well, particularly because
 
Federation's auditing program works 

rather than received on
 
be paid for by affiliates

FEDPA audits must 
case with similar services provided by 

as is the a subsidized basis 
Generally, FEDPA has an excellent 

activities reporting and
 
I&PACCP. 
evaluation system, particularly 

for education activities, although
 

these are not separated for 
041 beneficiaries. A system 

of short

wave radio communications greatly 
facilitates feedback between 

the
 

finally, the wellspring of FEDPA
Butcentral office.field and the 

strength is based--in the opinion 
of the evaluators--on a trilogy 

of
 
(1)intensive
 

principles which the Federation 
has never abandoned: 
 insistance 

and continuous education cf 
affiliates, (2)almost militant 

constant member investment 
in share capital, and (3) credit policies 

on saved in hismember hasfive times what a 
which limit borrowing to 

co-op. 



6. DEFICIENCIES: It has been demonstrated in this report that 
the economic benefits of 041-financed agricultural and livestock 
credit have been very substantial. It has also been shown that FEDPA 
utilized 041 Loan resources very efficiently, while local co-op affil
lates managed to double the aggregate value of credit disbursed be
cause of excellent repayment performance and relending from reflows. 
Tinally, by linking credit availability to member saving the Federation 
and its affiliates have created a veritable explosion in membership 

share capital investment. All these factors combined have produced a 

for credit which FEDPA can not meet from its available resources.demand 
As of December 31, 1980 the Federation estimated its excess credit de

mand at $3.5 million. This figure represents the difference between 
its loan capital (member equity plus external financing)--calculated at 

$7 million--and the total credit demand (existing loan balances plus 
loan requests approved)--calculated at $10.5 million. 

RECOMENDATION: FEDPA would make excellent use of additional 

financing--as a follow-up to the 041 Loan--of at least $2 mil

lion, which is roughly equivalent to the rural portion of its 
excess demand cited above. 

The evaluators encountered inconsistencies between the way FEDPA
 

charges interest on loans to affiliates, and the way affiliates col

lect interest on loans to their members. For example, on a .joint
 

agricultural and livestock production loan to a co-op, the repayment
 

plan is sometimes based on an averaging of repayment dates between
 

short-term (crop) and medium-ter. (livestock) sub-loans which differs 
from the actual repayment dates specified in the repayment plans be

tween the co-op and its member borrowers. The result is that FEDPA 

usually calls in its repayment obligations from affiliates before the 

latter has collected theirs from sub-b:3rrowers. This prodUces occasional 

liquidity crises for affiliates, or forces them to tie-up prematurely 

resources which might have otherwise been available for lending but 

are retained in anticipation of interest payments falling due tefore:
 
those of the co-op.
 

RECOMMENDATION: FEDPA should strive to make sure its repayment
 

plans on loans to coop.affiliates match, as closely as possible,
 

the repayment plans of sub-loans from co-ops to their members.
 

It is suggested that FEDPA loan analysts refrain from averaging
 

repayment periods in preparing credit packages combining short
 

and medium-term uses. It would be more appropriate to make two
 

separate loans tc the affiliate, one for short-term use and one
 

for medium- or longer term use.
 



It is the opinion of the evaluators that the 
FEDPA agronomists who
 

supervise O4l-financed borrowers (and 
others too) are in some cases
 

spread too thin (must cover too many 
co-ops over too large an area)
 

or in others provide coverage over too 
few rural producers to justify
 

the cost involved. In interviews to two 
FEDPA agronomists it was found
 

that one covered five co-ops and the 
other six; the former supervised
 

148 producers, the latter 122. The number 
of producers supervised per
 

co-op varied from 66 in "large" cooperatives 
to 3 in "small" co-ops,
 

with the average being 25. Agronomist 
visits to the larger co-ops
 

occur twice a week and to the smaller 
co-ops twice a month. The
 

a general norm, farmers require superagronomists believe that as 


vision every 8-10 days, while ranchers 
should be visited 2-3 times
 

per year.
 

concerned 
We do not claim this coverage is inadequate; we are merely 

and the co-op financed bocostsabcut its cost. Including his travel 

nus, an agronomist costs about $535 
per month. Assuming he covers 6
 

co-ops of 25 borrowers each, the agronomist's cost is $21.40 per client 
aver

per month, or almost $260 per client 
per year. Assuming further an 


age value per production loan of $3,260 
(see page 42) and one loan per
 

year, the supervision cost represents 
8 percent of thc loan value,
 

which makes the supervision system too 
expensive to be potentially
 

financed by the co-ops themselves out 
of their normal interest income
 

on lending. What is needed is a mechanism 
for increasing the total
 

number of clients supervised per agronomist 
while reducing the inten

sity of supervision without destroying 
its current effectiveness.
 

RECOMCNDATION: FEDFA is urged to 
consider the selection and
 

a part-time basis. Based on
 use of farmer-paratechnicians on 


production performance, co-ops would 
identify the most success

ful producers (those achieving highest 
yield per unit of land,
 

or highest net income per unit of 
investment, etc.). These pro

ducers would be asked to participate 
in the extension and super

vision system, teaching other producers 
how to imitatc their re

sults. In large co-ops, perhaps one 
paratechnician for every 12
 

farmers should be selected1, with 3-6 
farmers per paratechmician
 

in smaller co-ops. The paratechnician 
would visit his neighboring
 

co-op loan clients at least once 
a month. Visitation costs would
 

be reimbursed by FEDPA. A modest-honorarium 
for his services may
 

also be paid to the paratechnician. 
By using such individuals
 

not more intensive supervision
 
it is possible to provide equal i1 


of clients, while reducing the frequency 
of visitation by the more
 

agrono
expensive agronomist; this, in turn, frees more time of the 

cliente. 
mist tc allow coverage of an expanded number of total loan 

RECOMMIDATION: In conjunction with the above initiative, 
FEDFA
 

agronomists arc urged to apply the 
COOPLEX methodology after the 

harvest or market sale to measure 
the results of production credit
 

and their own technical advice. However, 
the methodology must be
 

expanded to collect information on 
yields.
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A final deficiency involves FEDPA monitorship of 041 resources. Re

sources received from the Revolving Loan Fund have been lumped by FED-

PA with its own and other external financing in the same accounts. The 

situation is repeated at the local level, where the separation between
 

041 and other resources is not always made. At the request of the evalua

tors, it took FEDPA personnel several days to disaggregate 041 loan 

volume, repayments, balances not yet due, and delinquent balances. How

ever, lack of a separate record-keeping and accounting system for 042 

funds is not FEDPA's fault because USAID monitors never requested that 

such procedures be implemented. 

RECOMMNDATION: All Revolving Loan Fund disbursements of 041 re
sources should go into a separate FEDPA bank account with its own 
checkbook and records. At the local level, all 041-financed credit
 

packages to co-ops should also be deposited in a separate bank
 

account and accounted for separately from-resources provided by 
other sources.
 

B. National Federation of Agricultural. Cooperatives (COAGRO)
 

1. SOCIAL INDICATORS: Between 1976 and 1980 COAGRO's affiliates
 

increased from 29 co-ops to 30. Their aggregate membership grew from 

6,570 to 8,115, which represents an increase of 24 percent. Attendance 

of COAGRO affiliates at Annual General Assemblies actually slipped dur

ing the period, from 27 out of 29 in 1976 (93 percent) to 25 out. of 30 

(83 percent) in 1980. Frequency of meetings of COAGRO's Administrative 

Council also dropped, from 29 meetings per year in 1976 to 17 meetings 

in 1980, with the average for the period 21 meetings per year. Perfor

mance of the Vigilance Committee was better in relative terms, registcr

ing a. improvement from 17 to 19 meetings per year over the period with 

the average being 18. COAGRO's Credit Committee is composed of the same 

directors who comprise the Administrative Council; hence, this cormittee 

does not meet separately. Furthermore, since COAGRO affiliates receive 

their 041 loans directly from the Agricultural Development Bank there 

has not existed to date a strong incentive fcr COAGRO to maintain a Credit 

Committee that meets separately. In all its history (10 years) COAGRO did 

not get around to forming an Education Committee until 1980. This Commit

tee consists of one member representing each of COAGRO's three regions, 

where COAGRC has also organized Regional Education Committees to which 

a full-time COAGRO education officer has been assigned. COAGRO's national

level Education Committee met 5 times in 1980. Among the regional commit

tees, the Eastern Region met 9 times (2 more than 1979), while the Cer.

trall and Western Regions met for their'first'year of operations in 1980 

4 and 2 times respectively. Overall, the picture offered by COAGRO's 
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ocainitrs is one of significant consolidation in terms of 

emt repecsocia ndicat°o ~-
to General Assembes
eith respect ' 

membership, declining parti 
i atio 

functioning of the Vigilance ComimprovedCouncil,and Administrative in the area of Education. 
new departureand a significantmittee, 

show a mixedindicatorseconomicCOAGRO'sINDICATORS: financial2. ECONOVIC with precariousgrowth mixedeconomic
bag of results: modest 

health. COAGRO's total 
assets during the Project 

period grew from $9.6
 

million in 1916 to $31.2 
million in 1980, an increase 

of 17 percent.
 

Member share capital investment 
in the Federation grew 

from $1059,500
 

a gain of 239 percent. 
Although member equity 

growth was
 

to $358,000, be seen as dangerously inadequate
it mustterms,in relativeimpressive 

total income has grown 
from $7.7 million per 

year

because for every balboa 

of COAGRO assets only 
3 cents are owned by
 

COAGRO'sthe renber. 
in 1976 (94 percent from 

farm supply sales) to $10.7 
million per year
 

in 1980. Net income 
on sales income has been 

negative in all five years
 

of the Project; however, 
in three of the five 

years a very modest surplus
 

was generated thanks to 
other income. These surpluses, 

combined with an 

its accumula

inventory writeoff in 
1978, have allowed COAGRO 

to reduce 

ted deficit from $827,000 
to $388,000 over the Project 

period.
 

From 1976 to 1980 COAGRO's 
solvency has been precarious 

but shows some
 
0.85 in 1976 to 

grew from a dangerousindexIts solvencyimprovement. 
1.36 in 19 80, with 

an annual average for 
the period of 1.43. 

COAGRO's
 

is virtually exhausted
indebtedness 

capacity for supporting additional 
Total debt (long and short

for refinancing.scheme
in the absence of some 

was 1.01 in 1976 and 0.99 in 1980. 
of total assets low.

term) as a percentage dangerously
' has improved but remains 

COAGRO' s financial autono 
of every balboa of Federation 

In 1976 COAGRO's affiliates owned 1 cent 

in 1980 they owned 3 cents. 
assets; 


of the last year COAGRO hac fon.Jd :*

the soaring interest rates Upon repaying
With debt burden.its externaltrapped by
self increasingly 

from the 041 Revolving Credit Fund which only 

operating capital loans 

cost 5 percent, COAGRO 
must frequently replenish 

its operating capital
 
per 

in 1980whilepaymentswith commercial loans 
at interest rates ranging 

from 17-21 percent 

interest 
In 1978 COAGRO paid $763,253 in 

annum.. an increase of 53 percent 
in only two 

the Federation paid $1,166,676 
, 


years. As a percentage 
of operating costs, 

interest payments comprised
 

45 percent in 1978 and 
56 percent in 1980. 

The cost of its debt 
turden
 

now beginning to soar 
geometrically. In the 

first four months of
 

1981 alone, COAGRO's 
interest payments reached 

$478,000; if this trend
 is 


over the year before. Clearly, 
with

is projected for the 
entire year, total interest 

payments will exceed
 

$1.4 million, a 23 percent 
increase 

capital, COAGRO'5 prospcts
 

out a refinancing of 
its debt with lower-cost 


for survival are not bright.
 



TABLE IX
 

DE DFSARAMLLO AGROPE-UARIOIIINISTEfITO 

PIIOYECTO DE DESAItlLLO COOPERATIVO
 

MIDA-BUA-AI D 525-T-041
 

,Ml~O: A-i Y AFILIADAS 
,'IJULO: DESEDBOLSOS EFECTUADOS A COAGRO 

,'EIIODO: AL abril de 1981 

CREDITO DE 


PRODUCCION
TOTAL 

-57r
523,077.77


-lanca Flor 5523,.7747 
 479,080.57
Blanca'08 479,080.57
Le Constsncia 


40,000.00

iS. M. Chiriqui 
 59,761.97
83,975.21
alle
Libertad del 


0 514,685.00
616,439.8
!Aropecualia Santefa 

402,011.39
459,749.62
-L Progreso 

86,361.00
399,022.00


Juan XXIII 

96,119.87
F6 j Progreso 


451,600.00

Productores de Leche 


2,185,656.55 
 "-'---'-
COAGRO ------------ 0hmeSn
COAGRO ~~ 
a.0027, 13,274,82
Bejuco,~Carlos 247,147.49
Bejuco, Ch-meSaf 
 -I --...- 250,000.00
500,000.00
ICACIL 


182,000.00
871,409.61

COCABO I4069 

Ganadera Chrcana 


.6.481
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TABLE IX 

111NISTE1l]0 DE DI.IAIWOIAO AGROPECUARIO 

PROYECTO DE DESAP1.O1,1LO COOPEIRATIVO 
MI I-BI.-A-I l 525-T-0u 

j;. (O: A-i 	 Consolidado 

TIIJL: DESM:IIOLSOS FECTIAIX)S A COAGRO Y AFILIADAS 
I-INIODO: AL abril de 1981 - 2-

POCUFE/W.C ION'S 

CRLEDITO DE CAPITAL DE, ThFRPS. 	 AIORTIZACIOlI 
A CAPITAL TN'i'EIISESPRODUCCION Tha'1.1JO Y EQUIPO0 0 P E R A T I V A S T 0 T A L 
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Coclesana 25,000.00 25,000.00 6,249.99 	 111951.06
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Productores de Nat6 199,626.57 166,920.57 32,706.00 179,157.39 14,737.83 

Nuestro Porvenir 10,000.0c IOo0.O0 

__ ______.____ .. ... .. ______________________________I_______________
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of total borrowing
FUNDS; The breakdown 

3. USE OF REVOLVING LOAN Loan Fund is presentthe 041 Revolvingand its affiliates from ofby COAGRO were $7.9 million 
As of April 1981, total loans 

ed in Table IX. 

,ach $2.2 million (27 percent) was borrowed by COAGRO 

itself and $5.7
 

Fund loans to COAGRO, $1.9 mil-
Of Revolvingits affiliates.million by for infrastructure con$275,000 was

for operating capital and
lion was 

The BDA was unable to provide a report showing 
struction and equipment. not yet due. '_t is therefore

loan balances
either delinquent balances or COAGRO's 

from the information available whether 
to determineimpossible All we can say is that rehas been satisfactory.

repayment performance 
its borrowings (as of April 1980) 

reached $59L,OCC
 
payments by COAGRO on 


or about 27 percent. 

total of $5.8 million. Of this 
affiliates borrowed a 

In contrast, COAGRO 
percent) was for production 

crcdit, $2.8 million
 
amount $'.&5 million (43 

$464,oo0 (8 percent) was for
 

percent) was for operating 
capital, and 

on total borrow(49 The overall repayment rate 
and equipment. ainfrastructure information suggestsThe availablewas 67 percent.ings by affiliates than by the Federa

by COAGRO affiliates 
superior repayment performance 


tion itself; however, without knowing 
the current loan balances 

(not
a

it is necessary to regard such conclu
as well as delinquent)yet-due 

sion as impressionistic only.
 

COAGRO
funds (managed through MIDA) 
.L. SERVICE INDICATORS: With 

041 
Of the samof 15 agronomists.the servicesfor its affiliates theobtained of 13 had received10 outthe evaluators,co-ops visited by to onepled assigned exclusivelyagronomists

services of full-time resident 
received part-time agronomic assist

of the co-opsco-op. Two more 13 
had a MIDA veterinarian).

none (it already
and the third receivedance ;he work of 7 agrono-

Informaticn at the co-op level 
was available on 

loans during the
 
mists: collectively, they supervised 

1,191 production 


five-year Project period, which 
suggests an average of 34 

loans per
 
58 loars per

with an average of ycrr 
per year. (This compares

agronomist 
fcr FEDFA agronomists). Through 

the accountants and manager 
servicer
 

some 8 accountants and 12 managers 
in 1976. 

COAGRO affiliatesprogram, 1977, and before the program
of 5 managers in 

There was an attrition 
terminated in 1978 there 

were only 4 accountants and 
6 managers. 

was 
have hired back the personnel formerly assigned 

several co-opsSince 1973 
to them on a subsidized basis.
 

COAGRO has no auditing responsibility 
with regard to its affiliates.
 

DINACOOI (now IPACOOP). Of the 13 co
as been performed by duringThis service DINACOOP12 had been audited by

the evaluators,ops visited by three occassions. 
all of them on no less than

and of greatthe Project period, two innovation3COAGRO organized
regard to Education, and (2) Regional Edu-With Committees,Regional Inter-Cooperative of cO-Opmerit; (1) 

The first entity consists of a membership 
cation Committees. 1-2 months with COAGPO 

once every 
managers and presidents 

that meets 
and plan strategy.air complaints,to discuss problems,top management 



in 1979were organizedCommitteesof the three Inter-CooperativeTwo met 10 times in
these committees 

and the third in 1980. Collectively, they met 26 timesand in 1980per committee)
1979 (average: 5 meetings 

for the Regional Education Com
committee). As

(average: 9 meetings per in 1980. Collectively 
one was formed in 1979 and two more 

showmittees, in 1980. COAGRO recordstimes
they met 6 times in 1979 and 15 

1979 and 88 activities in 
they organized 51 educational activities in 

1980. Of the 13 sampled co-ops 
visited by the evaluators, however,
 

received a COAGRO-sponsored 
edu

only 7 gave any indication of having 

cation activity. 

COAGRO's primary service to 
its affiliates is the supply 

of production
 

inputs, particularly fertilizer, 
agrochemicals, and animal feed. 

In
 

1976 COAGRO's total input 
sales were valued at $7.2 

million, of which
 

43 percent represented sales 
to affiliates, 27 percent 

to group farms
 

percent to the Goveknment (MIDA), and 14 percent
 
(asentamientos:), 16 
toprivate farmers. In 1980 COAGR's input sales had reached 

$10.1 mil

lion, with the relative share 
sold to co-ops unchanged. However, 

sales
 

a 32 percent share of to
more than doubled to 

to private farmers have sharing one-quarter
end the asentamientos

with the Governmenttal shares, 
of the total. This development 

suggests a progressive distraction 
of CO-


AGRO energies from their appropriate 
purpose: service to cooperatives.
 

It can be argued that COAGRO 
has become overly-specialized 

as a farm
 

its rush to operate on a profitable 
basis it has
 

input'supplier. In the demand level of its 
its sales volume beyond fiprogressively expanded 

own affiliates. Now, stuck 
with large supply inventories 

that arc 

COAGROinterest rates,at extremely high

nanced by commercial credit 
(who are willing to pay on a cash 

to non-membersmust sell increasingly 
basis) simply to meet its accounts 

payable.
 

is thatof COAGROmiracleSTpENG 'HS: The
OF FEDERATION5. OVERVIEW 

long as it has, which is testimony to 
the ad

it has survived for as The present COAGRCand directors.talent of its managersministrative 
manager--Orlando De Vicente--and 

his predecessor .have done 
much to con

solidate COAGRO administration. 
The sales push of recent years 

is be

long-postponed concern for 
education
 

ginning to be complimented with 
a 


and tight working relationships 
with affiliates. The evaluators 

did
 

great enthusiasm for the Federation 
among affiliates, and
 

not sense 

we heard many complaints 

against Federation policies, 
but in the last
 

analysis we sensed a reluctant 
support and adhesion by its 

affiliates
 

to COAGRO~because they do 
feel benefitted, and the benefits 

are too
 

substantial for them to think 
of withdrawing from the Federation. 

The
 
as an excellcrthas servedCommitteesof the Inter-Coopertiveformation 

way for affiliates to make their 
opinions and needs known. 

COAGRO's 

completion of a fertilizer 
mixing plant in Cocl6 is 

a great source of 

to the membership. COAGRO's 
consignments of farm supplies 

on a
 

pride 
credit basis is very much 

appreciated. Recently COAGRO 
received a
 

$300,000 grant from the Inter-Arerican 
Foundation to acquire its 

own
 

business computer, establish 
a centralized accounting 

system for its
 
.-ops on a 

affiliates, and provide specialized 
accounting services to butfinancial health,in precarious

regional basis. COAGRO may still be 
to survive and is gaining strength.

the will
the patient definitely has 
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have6. DEFICIENCIES: Most of COAGRO's principal deficiencies 

already been mentioned previously-most of them attributable direct

ly or indirectly to the Federation's overemphasis on sales of farm 

its principal reason for existence. The Federation wasinputs as 

originally established to be a full-service organization. It was 

to provide such services as marketing of member produce, production
 

credit mediation, agro-industrial processing, etc. In the long run 

COAGRO must become a provider of multiple services if it is to meet 

the needs of its affiliates and sustain their loyalty. 

RECOMMENDATION: As soon as possible COAGRO must, like FEDPA, 

brokering service to its affiliates.
begin to provide a credit 
The fact that COAGRO affiliates must directly deal with the BDA 

regarding the procurement and repayment of production loans re

sults in the loss, fcr COAGRO, of one of its most important
 
a needopportunities for meeting top priority service for its 

affiliates. It is recommended that COAGRO request technical 

assistance from FEDPA in designing a credit services program 

along the credit cooperative model, including a strategy for 

of member ihare capital and the formulationrapid obilization 
of credit regulation-. Preliminary conversations by the consul

tants with the BDA suggest that the Bank would welcome COAGRO's
 

participation in providing credit intermediation services to
 

its affiliates.
 

COAGRO has created excess capacity for input supply that goes far
 

beyond the needs of its affiliates. A conscious policy of halting
 

of this function, and progressively redicibg the
further expansion 
volume of input sales (and the Efternkl borrowing required to fi

nance them) is long overdue. Far preferable to selling inputs to 

private farmers would be their sale to co-op members of FEDPA.
 

COAGRO is urged to engage in discussions withRECOMMENDATION: 
FEDPA to determine the input needs of FEDPA borrowers, and to
 

discuss whether COAGRC can meet these needs less expensively
 

than private suppliers.
 

COAGRO is dangerously--almost hopelessly-over-indebted to 
outside
 

cents of every balboa of its assets. This huge
creditors, who own 97 
must be financed with exorbitantlydependency on external capital 

high interest charges which are inexorably consuming larger and larger 

shares of COAGRO's total operating expenses and driving those costs 

sky high. COAGRO urgently needs a refinancing of its external debt, 

coupled with impoved mobilization of mem
but unless such financing is 


ber equity it will provide COAGRO only temporary relief,.
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REC0YbENDATION: USAID/Panaa is strongly urged to consider mea

sures for refinancing COA3R0's 
burden of high-cost debt to com

this might include discussions 
mercial sources. In the short-run m ent obliga
vith the BDA for relaxing or postponing 

COAGRO repay
 
of a follow-In the event 

tions to the 041 Revolving Credit Fund. 

on loan to the 041 Project, up to 
$3 million should be considered 

but exclusively on arefinancingas a set-aside for COAGRr. debt 
for every balboa of new membershipo+tler words,matching basis. In 

share capital invested in the Federation, 
the refinancing fund
 

a 2:1 basis.
would match it '.a, say, 


Even before input supply and credit 
intermediation services, COAGRO 

should have become involved long 
ago in providing its iffiliates with
 

commodity marketing services. 
There is probably no service more 

critical
 

to farmer success, or more appreciated 
by them, than that of marketing.
 

Under tbe auspices of the Ol Project 
COAGRO was supposed to have assist

ed in the creation (along with FECOPAN) 
of a "Cooperative Marketing Sys

tem". This never happened. The failure 
to develop such a system must be
 

considered one of the greatest deficiencies 
of the 041 Project, and of
 

COAGRO itself. Unfortunately, at 
this time COAGRO is beset by such 

fi

nancial difficulties that it can 
not afford to inaugurate a major 

new
 

initiative in marketing services. 
Nor does it have the staff or 

the ex

pertise tn manage such a service.
 

RECOMMDATION: It is recommended 
that COAGRO begin to acquire
 

experience in the commodity marketing 
field by filling a market
 

brokerage function for its affiliates. 
Without major infrastruc

ture investments, COAGRO" would simply explore market 
opportuni

ties--domestic and external--identifying 
potential buyers of com

modities produced by affiliates. 
The Federation would also make
 

available its legal counsel to 
assist in establishing commodity
 

purchase and supply contracts 
between interested buyers and 

COAGR.
 

affiliates.
 

According to available data'(collected 
during the evaluation), the
 

unit cost of COAGRO agronomist 
services per farmer or rancher 

assisted
 

are considerably higher--perhaps 
double--those of FEDFA.
 

--suggested for
 
RECO4ENDATION: The use of farmer-paratechnician 


assisting in the supervision 
of 041 Project beneficiaries of 

FED

PA--is aT:propriate for consideration 
by COAGRO as well. COAGRO

assigned agronomists are also 
urged to implement the COCPLEX 

sys
6
n capa

tem on a post-harvest basis, 
thereby addiAg an evaluati


bility to an instrument heretofore 
used for credit planning only.
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C. The National Federation of Consumer Cooperatives (FECOPAK) 

Little attention will be devoted to FECOPAN in this report. 

Despite multiple inquiries, the evaluators were unable to find any

one who knew whore FECOPAN's records were. Not even IPACOOP had copies 

of the Federati6n's Annual Reports or financial statements for the 

1976-1978 period. What little we learned about the Federation con

sists of an inventory of its problems-gleaned from previous evalua
retion reports-and a list of the loans FECOPAN and its affiliates 

ceived from the Revolving Loan Fund. 

1. GROWTH INDICATORS: FECOPAN never really grew, never got 

off the ground. It was born in September 1972 with 21 co-op affilia

tes who reportedly contributed aome $2,000 in share capital. The n.

ber of affiliated co-ops increased to 32 in 1976, and share capital 
resinvestment peaked that year at $3,780. It was alleged by several 

ponents to the evaluators that FECOPAN pushed the affiliation of new 

co-ops in the early days of the 01 Project precisely to qualify foi 

a larger share of that Project's resources.. 

2. USE OF REVOLVING LOAN FUNDS: According to the 041 Loan 

Project Paper, FECOPAN was to receive $300,000 for working capital 

and $211,000 for infrastructure and equipment. In practice the Fede

ration only received $371,551--as shown in Table X. Of this sum, 

$241,551 was for working capital and $130,000 for infrastructure and 

equipment. However, it is noteworthy that only $9C,OOC of the above 

funds:(all for infrastructure) came from the AID-financed contribution 
The balance came from BDA contributions toto the Revclving Loan Fund. 

the Fund. AID actually rejected $136,050 in reimbursement requests from
 

the BDA in the name of loans to FECOPAN. Considering FECOPAN's extreme

ly poor solvency, AID was undoubtedly correct in identifying the Federa

tion as %poor risk. Of the $371,552 eventually borrowed by FECOPANl 

from the 041 Revolving Loan Fund, no capital has yet been repaid. 

As for FECOPAN affiliates, of its 30 members eventually 11 co-ops 
for total of $1.3 million. Of this sumqualified for 041 financing a 

$725,000 (56 percent) was for working capital and $573,100 (44 per

cent) was for infrastructure and equipment. The two big users of in
and Consumo Verafrastructure monet were Maria Auxiliadora (Chiriquf) 

guas, both of J-Aich have built excellent facilities which will pro
to come. The third biggestvide growth opportunities for many years 

for 041 lending was Juan XXIII, this time for operating capiclient 
designated Maria Auxtal. It is relevant to note that in 1977 FECOPAN 

as its regional distribution points. But thisiliadora and Juan XXIII 
was something of a joke since both these co-ops were, from the beginning,
 

far larger and much better capitalized than FECOPAN itself.
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63,45R.37 , 2,8018

CITICOOP 	 61,.58.37 


652.30
 
San Juan de Dios 23,500.00 2,813.1'/ 20,686.8-
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Consumo de Jeragues 39a,53.27 	 I12,800.2 282,053.00 127,565.62 Z . 16374.91
 

,
9,050.00 2,903.55
15,200.00 25,600.00
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Consumo de Azuero 
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15,000.00 12,142.00 5,129.00
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Of the total of $1.3 million in 041-financed borrowings by FECOPAN 
had beensome $292,000 (22 percent)

affiliates, as of April 1981 
the BDA was unable to provide either a report

repaid. Once again, 
It is thereforeor balances not-yet-due.on delinquent balances 

to confirm whether the repayment performance of FECOPAN 
impossible 
affiliates is satisfactory or not.
 

The brevity of this section results 
from
 

3. FINAL COMMENTS: apparently liquidated
the fact that FECOPAN no longer exists. It 	 was 

for its demise have been documented in pre-
July 1980. The reasonsin 	 here: (1) FECOPAN was a

and need only be summarizedvious reports 
from the top-down. Rather than 

paternalistic initiative imposed 
felt needs of consumer co-ops themselves,

being an outgrowth of the 
before many of its eventual affiliates 

FECOPAN was created even 

yet existed. (2) Not representing an expression of their 

own needs,
 

FECOPAN affiliates nver contributed more 
than token share capital in

(3) For the same reason, few consumer covestment in the Federation. 
ops used FECOPAN as a wholesale supplier. 

In some cases the affiliates
 

were far larger, better capitalized, and 
more efficient than the Fede

ration itself, so itwas much easier for 
them to arrange for their own
 

commodity supply directly. (4)Accustomed 
to a high level of subsidy
 

from the beginning of its existence-soft-credit, 
donations, personnel
 

costs paid'by other institutions-FECOPAN 
never really had to discip

line itself. It did little to control operating 
costs which, relative
 
evaluation reports. 

to income, were considered excessive by previous 

FECOPAN sold on credit and was lax about enforcing timely repay(5) 
ment. For these and many other reasons 

FECOPAN was doomed to fail.
 

Although FECOPAN disappeared, this does 
not mean that there no longer
 

exists a rural Consumer cooperative movement. 
To the contrary, the
 

movement is stronger than it ever was and is growing rapidly. 
The
 

funds have established them
principal consumer co-op borrowers of 

Ol 


selves as engines of growth--or growth 
poles--around which many smaller 

rural) consumer stores are beginning to cluster. Soon at 
(particularly 	 effect 
the regional level (Chiriqui and Veraguas) 	 there will exist in 


co-ops. This positive deof consumer one or more "mini-federations" pace, irregardlessits own and 
velopment should be allowed to expand at 

the way the consumer 
of external assistance it most likely will. This is 

co-op movement should have grown in the 
first place-from the bottom-uP.
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VI. OTHER INSTITUTIONS: THEIR PERFORMANCE 	 UNDER THE 041 LOAN 

A. Agricultural Development Bank 

1. SIGNIFICANCE OF THE 041 LOAN: Prior to the 041 Project 

the 	BDA did not have a lending program specifically for cooperatives. 
but the latter category con-It lent to individual or group borrowers, 

or farms. There existedsisted predominantly of asentamientos group 

few BDA employees with co-op experience. No regulations governing 

co-op lending and sub-lending had been formulated. And client or cre

dit project approval criteria definitely favored larger rural produ

cers with clear title to their land. 

The 041 Project changed this situation permanently. A so-called "Co

now exists in the BDA. The Revolving Credit Fundoperative Window" 

represents 10 percent of the Bank's outstanding loan portfolio
 

(which totals about $72 million) and 32 percent of its entirc lending 

to group borrowers. Moreover, according to the Bank's Annual Report 

for 1980, the delinquency rate on cooperative loans does not exceed 

of the Group Loans Division of the BDA,5 percent. Formekly a section 
elevated to the status of a separate de-Cooperative Credit has been 

partment. This Cooperative Department has its own Director, an Audi

and regional supervisors. From bothtor-Accountant, Secretary, five 
thesean institution-building and economic development perspective, 

under the 041 Project are very significant.achievements 

They also developed very slowly. The Revolving Credit Fund was estab

lished in February 1975. Loan regulations and procedures were designed 

by March of that year, and the first $860,000 disbursement of AID loar 
forfunds was made in June. Nonetheless, only four loan projects were 

more in each of 1976 and 1977. It wasmulated in 1975, and only eight 
only in 1978 that 041 Project lending began to catch fire: 20 projects 

and 23 Today the awakened demandwere formulated that year in 1979. 

for production credit, working capital, and infrastructure/equipment
 

loans on behalf of rural cooperatives is much too large to be satis

fied with the resources presently assigned to the Revolving Credit 

Fund. The Manager of the Group Credit Division of the BDA (Credito 
should expand byAsociativo) estimates that the cooperative portfolio 

$14 million to meet present demand. 
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andcredit Division, withTheThe ev . - r-.,-were very impressedSTRENGTS evaluators2. 	 OBSERVED GTHS: 


to the G wCreditho
has provided
the quality of BDA staff assigned 

wh hasiproied 
its informed Diretor, Rodrigo Botello, enlightened will

particularly the 01 Project and displas an 
excellent support to COAGRO, and FEDPA. The 

IPACOOP,closely with 	 andingness to coordinate 	
aditting its deficiencies 

open aboutto be quiteBank appears 
Computer Processingis implementing some 

very important corrective 
innovations at this
 

is installing a 
a BID loan the BDA 	 a comtime. Thanks to 	 It is creating

loan processing operations.
expedite 	 borrowersDivision to 	 its choices about which de

to enlighten 	 onputerized data bank 	
to evaluate the impact of its loans 

priority assistance, and 
serve 
the clients it finances. 

To improve co-op client 
use of 041 Revolving
 

Loan Funds, the BDA is 
preparing a siple-language 

version of the
 
andto co-op management

for distribution
credit regulation's 	 with theFund's 	 of its 041 loans 

BDA has backstopped 	 in all)The 	
some 

(fivedirectors. 	 managersof professionalat bank expense,assignment, 
i-oductto recipient cooperatives. 

In conjunction with MIDA 
it has sponsored
 

and livestockin cropco-op personnelseminars for 	 It has ,assistedtechnical 	 have received financing.theyfor which 	 and severalion practices 	 packages,
with the design of their credit 

several co-ops 


cooperatives can now prepare 
these packages without 

assistance. BDA
 

with 041 financing is 
generally conducted
 

of co-opsfield supervision 
on at least a monthly basis.
 

his staff
about Botello and

evaluators 
Perhaps what most impressed the 

lending to cooperatives, and 
truly enthusia 

s tic About 
are 	 evenis that they 	

in this area. They wish to do 
DA achievementstruly proud of 	

planning intensified training of 
isCredit Division 	 toThe Group 	 It plansmore. 	 subjects.cooperativestaff inand regional 	 and supervisiouBDA central 

to help support technical training 
hire an agronomist 	 a modtl contract committing co-OP 

It is designing 	 and it plansof co-op borrowers. 	 audit services,
to the purchase 	 theof O4l funds 	

of 
closely meetsborrowers 	 which more

auditing format 
to develop with IPACOOP an 	

the BDA would be delighted to 
the federations,

Banks needs. Regarding 	 (like FEDPA) in pro
as an intermediary 

support COAGRO's involvement 	 the Bank is willing to 
And finally, 

viding credit to its affiliates. 	 to assist in the
and COAGROFEDPA,with IPACOCP,arrangementsdiscuss costs.

of their credit supervision
financing 

already overcome many de-
The BDA has

DEFICIENCIES: 	 lending. It hLs3. OBSERVED 	 in co-opown inexperience 	 andincluding its 	 and local analysisficiencies, loan supervisiondecentralized 	 delays areprogressively 	 level. Loan approval
the regional

approval of loans at 	 more agile. Still there 
is becoming much 

fewer and loan disbursement 	 Local and regional-level
for improvement. 	 ductionroom - ... 	 for a

remains considerable a r.e.± It is theoretically possible
corinto•r•msins problem.coinaionremaiea 

to get four separate 
pro


for example, 	 agriculturalco-op farmer in Nat 	
from his credit co-Op,

crop:same (tomato) 	 farmer.for the 	 an individualloans 	 BDA asand from the 
the Nestle Company,co-op, 
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The evaluators encountered several cases 
where recipient co-ops of 

041 resources did not have a copy of their BDA 
loan contract (because 

all copies had remained at the regional Bank 
office) and were ignor

of what they had borrowed.and repayment termsant of the'interest 
tramite (loan request expenses) of $228.49 

One co-op paid derechos de 
was 

and subsequently had its approved loan 
cancelled, but the derecho 

not refunded. The BDA penalizes co-op 
borrowers who sell to IMA be

cause it continues to charge them 
interest on their loans even though
 

off the Bank
of their harvest but does not pay

IMA takes delivery 
months. And finally, the BDA does not yet

evenfor several weeks and 
which are overdue, and 

have a system of reporting 041 loan balances 

by how long (days, months).'Despite verbal assurances that the rate 

loans did not exceed 3 percent, and the 1980 
of delinquency on 041 

Annual Report statement that the rate 
did not exceed 5 percent, the
 

Bank was unable to provide the evaluators 
with a report showing the
 

as a given date. 
actuai ancur.t of delinquent balances of 

RECOMMENDATION: It is recommended that 
the BDA--together with
 

a Co-ordi-
FEDPA, and COAGRO representatives--establishIPACOOP, of 041to sub-borrowers

nating Committee in each region screen 

funds and prevent the occurrence 
of multiple production loans
 

made to the same individual.
 

of a loan contract, the
Upon initial approvalRECOMMENDATION: co-op borrowershould make certain the 

BDA regional supervisor 
receives a copy. Even if the contract 

is retained at the Bank for
 

should be givenco-cp's representativeadditional *signatures, the 
that has been initially signed. Irn 

of the documenta xerox copy 
co-ops for loan supervision purposes,

their subsequent visits to 
that the co-op's copy of loanmake sureBDA supervisors should 

documentation is complete, properly 
understood, and loan records
 

to co-op borrowerstechnical assistanceadequately stored. BDA 
in many instances.

their files appears necessaryin organizing 

In the event of car.celation or disapproval of 
RECOMEDA 
a co-op loan 

ION: 
request, the BDA should immediately refund that 

tramite.
client's derecho de 

co-op membersdelivery from to 
RECOMMENDATION: Once a harvest 

claim for re
for which the BDA retains first 

IMA has been made, 
charges to the co-op borrcw

payment of loan obligations, intercst 
be transfered 

er must cease as of the delivery date or they must 
extra interest to subsidize 

co-op producer to pay
to IMA. For the 

is highly inequitable.and delaysIMA's inefficiency 

of 041 loan funds should
Every co-op recipientRECOdENDATION: 

place these resources in a special bank 
should be required to 

to individual use and repayment of sub-loans 
account so that 
borrowers can be monitored mocre effectively.
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to report
BDA should establish the capacity

TheRECOMMENDATION: shouldOverdue balances 
on a monthly basis.

01 loan balances more than30-60 days, 
be classified as lessthan 

30-days, and 
ade by 

delinquent. The delinquency 
report should be 

60 days Consumer, andapplicable),
of cooperativeCredit.(iftype Each cooperative federation 

or Multiple Service.Agricultural report of 041 a monthlyshould receiveIPACOOwell as fundsas 
nd balance available for lendi.ig (net of 

delinquency 
already committed but not 

disbursed) from the Revolving 
Credit
 

Fund. 

of Panamanian Coo eratives
InstituteB. Atonomous 


One of the primary purposes 
of the 041 Loan was to 

strengthen
 

the institutional capability 
of the Ministry of Agriculture 

(MIDA)
 

At the time the Loan was 
movement.the rural cooperativeto support ha-e a cooperatives promotiondid not 

designed and approved, Panama 

such. Rather, what existed 
was a National Department 

of
 

agency as st Social PromtioncDivilocated -ithin..MIDA
 
Cooperatives (DENACOOP inconsequential operation 

consist

sion. In those days DENACOOP 
was an 

ing of some.12-employees. 
Once the 041 Loan was approved, 

DENACOOP was 

in June 1976 with a staff 
a Division and became DINACOO 

upgraded to 
of 100 (80 professionals 

and 20 support personnel). 
Over the Project
 

period DINACOOP organized 
three regional offices 

and gradually acquired
 

a staff of 150 by 1980--1.1 
professionals and the rest 

support person

several units contemplated 
in the
 

nel. Included in this growth 
were 


Auditing Department, a Statistics 
and Evaluatior Depart

o41 loan: an 
of Education. Simultaneously, the 041 

Loan es
a Departmentment, and 

tablished a Project Authority 
known as PRODECOOP, also 

located within
 

"
 
MIDA. PRODECOOP's primary 

responsibility was coordinating 
Project im

plementation activities, 
particularly institutional 

development inve-
+
 

ments such as the agronomic 
technical assistance and 

managemt subsidy
 

components. In July 1980 
a single cooperative promotion 

agency called
 

formed to replace both 
DINACOOP and PRODECOOP.
 

IPACOOP was 


1. PERFORMANCE INDICATORS: 
Like the BDA, DENACOOP/PRODECOOP 

got
 

off to a fairly rapid 
in meeting initial conditions 

for loan disburse

of the Ministries
 

ment. A Project Coordinating 
Committee-consisting 


and USAID--was initiated 
in early 1975. A Project 

Implementation Flan
of Agriculture, Planning, 
Commerce, the BDA, COAGPO, 

FEDPA, FECOYA11,
 

with budget and activity 
targets, a comprehensive 

evaluation and quar-


Units wereand StatisticsAudit 
terly reporting system,- and both' tht 


were completed
established by May 1975. 
But then, as was the 

case with the BDA, Pro

6 co-op audits
bogged down. Only letterject implementation single Project implementationa 'passed without ea amonths k- 6s s than

in 1975; 11 
the end oT the Project's secondf'y

and by
between 1975-1976.-'By 

Development budget had been. spent, 
re-Institutional third of budgetedquarter of its reached ahad barely

the enC of 1978 expenditures 

http:lendi.ig


delayed for a variety of alleged reasonsProject implementation was 
including (1) a very unstable intiriational political environment 

between the U.S. and Panama; (2) high turn-over in USAID personnel, 
(3) theincluding four changes of Mission Director in four years; 

adsorption of PRODECOOP within the Ministry of Agriculture, with a
 

consequent distraction of energies and resources intended for Pro

ject use; (4) unsuccessful leadership in the Project Authority (first, 

a passive Director, 'followed next-by a'.ccnflictive one); (5) the de

layed arrival of external advisors; and other reasons. In general it 

can be said that prior to 1979 PEODCOOP/DINACOOP displayed little 

institutional effectiveness. 

In January 1979 Euclides Tejada (an ex-assistant manager of the BDA) 

was appointed Director of PRODECOOP. Under his energetic leadership 

the 041 1"roJect caught fire. In the 13 months following TeJada's 
appointment nearly half of all Revolving Credit Fund resources were 

finally disbursed; in this same period 46 percent of all Institutional 
Develcpment funds were spent. In 1979 the Auditing Department of DINA-


COCP covered 29 co-ops; the achievement was repeated in 1980. In 1979 

the First Cooperative Census was implemented, the Project reporting
 

and evaluatlon system was redesigned (for the third time), an Annual 
Plan of Activitier was established, end the COOFLEX production credit 

planning instrument was introduced. Finally, Tejada has supervised
 
a single cooperathe reorganization of DINACOOP and PRODECOOP into 


tive promotion agency, :PACOOF.
 

2. OBSERVED STRENGTHS: The appointment of Euclides Tejada to
 

direct the 041 Project in 1979 was an excellent choice. As an agrono

mist he has practical familiarity with rural production; he is a co

operative specialist; he also has extensive experience with produc

tion credit, having worked many years for the BDA. It is hard to ime.

for providing the Rure. Coopere.tivwgine a more qualified candidate 
revel.,pment Project with the leadership it has always required. As
 

Acting Director of IPACOOP, he has surrounded himself with a quite 

excellent group of dedicated and talented staff. Unaer Tejada IPACOOP 

is expected to embark soon on a decentralization plan designed to re

duce the number of specialized personnel assigned to Panama City (the
 

Office) and to ieassign them to four regional offices: WesternCentral 
Zone (Chiriquf, Bocas del Torro), Central Zone (Veraguas, Cocl6),
 

Azuero Zone (Herrera, Los Santos), and Eastern Zone (Panama, Darien,
 

Col6r., and San Bias). This decentralization is intended to place legal,
 

auditing, accounting, education, ma-nagement, and agronomic services
 

close as possible to the co-ops ther-selves--this to reduce service
 as 

delivery costs and make possible more intensive assistance with better 

follow-up. 
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A major strength of the actual and proposed IPACOOP 
operations con

its name says, an autonomous
the fact that this agency is, assists in 

cooperative promotion institution. Its policies and 
general execution
 

is monitored by a Board of Directors composed 
of Government and co

operative movement representatives. Furthermore, 
by law all co-ops
 

in Panama will be expected to set aside each year 
5 percent of their
 

net profits as a contribution to financing IPACOOP 
activities. This
 

excellent arrangement inevitably makes IPACOOP quite 
accountable to
 

the cooperatives it was created to serve, and such 
accountability
 

can be expected to protect the Institute from slipping 
into a tradi

tional bureaucracy of the government type.
 

3. DEFICIENCIES: The evaluators found IPACOOP field 
staff to be
 

many with 4 or
 
generally quite dedicated, fairly stable (there are 

more years in service to cooperatives), and with a high respect 
for 

the co-ops they serve. At the same time we found 
somp IFACOOP employ

ees inadequately trained to provide the specialized 
kinds of services
 
a small number
 

that co-ops require. On the other hand, there 
exists 


of co-op managers and other employees who, by reason 
of their exten

sive practical experience in day-to-day co-op operations, 
are more
 

are IPACOOF personnel.

qualified to teach co-op management skills than 


RECOMMENDATION: It is recommended that IPACOOP technical staff,
 

particularly those expected to teach management 
and accounting
 

skills to co-ops, be required to spend 2-3 weeks 
of in-service
 

training per year working at rural co-ops to familiarize 
them

selves with the problems faced by these organizations 
and to
 

benefit from the teachings of experienced co-op 
managers or
 

other staff. These would be "work-study" assignments, 
with the
 

trainee expected to do a lot of listening, not 
telling. His or
 

her professors would be co-op personnel who should 
design different
 

learning experiences for the trainee.
 

RECOMMIDATION: It is recommended that IPACOOF teckhical stafi' 

identify which co-op personnel have the best 
experience and
 

teaching skills to be selected for participatior 
in IFACOOF

for
 
sponsored training activities as instructors. 

The ideal is 


co-op personnel to share knowledge and skills, 
to teach each
 

other. The preferred role for IPACOOP staff is 
not that of
 

trainers but rather of catalysts who assist co-op 
personnel to
 

learn from each other.
 

IPACOOF field staff may be fairly stable with 
regard to continuous
 

service to the cooperative movement, but 
the normal situation is for
 

such staff to be transfered frequently, if not 
between regions than
 

different cooperatives. In
 
reassignment of coverage responsibility 

to 


IPACOOP pe-sonnel--like auditors--it
the case of highly-specialized 
is not productive for co-ops to receive constantly 

changing advise
 

from different professionals. Some degree 
of continuity requiring the
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Sam professional to assist the same co-op clients over-periods of
 

1-2 years would appear to be useful, 
if not a prerequisite, for the
 

effective communication of technical 
skills.
 

RECOPME'DATICN: Auditors should be 
assi~ied on a decentralized
 

regional basis to the greatest extent 
possible. Each auditor
 

should compliment his audit of a 
co-op with at least two follow

up visits to ascertair whether audit 
re.cmmendations are being
 

implemented.
 

RECOMMENDATION: All field staff 
should have a coverage res

ponsibility for a minimum number 
of co-ops (say 4-5) that they
 

responsible for visiting several 
times a year irregardless
 

are 

of the specialized skill of the 

employee. Such continuity is
 

vital to improved communications 
because repeat visits breed
 

greater trust, more honesty, better 
willingness to learn as
 

well as listen.
 

IPACOOP has made a good beginning 
with its Annual Work Plan and
 

activities reporting system, but 
there is room for improvement. At
 

the present time the majority of 
activity goals are expressed by
 

non-quantifiable iudicators. For 
example, the goal--"teach bookkeep

single one-day or one-hour
be achieved by a

ing to treasurer"..-could 
entail many training sessions and 

many visits;
 
visit, or it mighb 
 classify bothreportin, system would 
however, the. existing IPACOOF achieved" 

an identical check-mErk:signifing"aetivityresponses with receiveEducation Committee"-wouldthe goal--"organizeSimilarly, 
check-mark whether or not the Committee, 

once organized,
 
the same 

ever bothered to meet or organize 

educational activities. In other
 

words, the reporting system should 
endeavor to quantify activity in

dicators in a meaningful way so that relative 
intensity of assistance
 

can be measured.
 

RECOJ2NDATiON: Co-op visits and 
other IPACOOF service activi

ties should be quantified in terms 
of person-days.
 

RECO1.20DATION: Each co-op assisted 
should be encouraged to
 

keep a book in which are recorded 
the names and dates of all
 

visitors, purpose of the visit, 
general comments (including
 

recommendations or agreements reached), 
and signature of the
 

visitor.
 



used by IPAcOOP to date leaveinstrumentsThe statistics-gathering 
Census has yielded very incomplete 

to be desired. The Cooperative 
of Panamuch 

an up-to-date list
When the evaluators requestedresults. 

by region, IPACOOP statistics gave us a total manian cooperatives, 
of 218 co-ops. However, of these there 

existed membership estimates
 

for only 143 (65 percent), while 
the number of co-ops with data on
 

estimated share capita3, total assets, 
or other basic information
 

was considerably less. Many reasons were given for the inadequacy
 

of the Cooperative Census, among them: 
(1) lack of interest by co

federations,
 
op leaders and employees, (2) lack of 

support from co-op 
lack of sufficient 

(3) ambiguity of the questionnaire 
format, (4) 


staff resources, and most importantly 
(5) lack of up-to-date finan

cial records at the co-op level.
 

The last reason is not the fault of 
the co-ops necesarily but ra

co
of existing accounting regulations that allow 

ther the result 12-month period
to close their fiscal year after any 

ops in Panama 
they like. Of the cooperatives visited 

by the evaluators, only about
 

calender year of January to Decem
half of them used the conventional July toorder of popularity--were
ber. Other options encountered--in 

to February, August 
April to March, February to January, March 

June, of a law requiring 
to July, and September to August. In the absence 

fiscal year, the only solution from 
all cooperatives to use the same 


the census viewpoint is to collect 
financial data on the operations
 

most recent completed year.of the 


format used by the evaluators
The five-yearRECOMMENDATION: to bc moredata appearsco-op performanceto collect basic requestsformat whichtrouble than the Censususeful and less 
If a copy were always left 

of the last two years.a comparison by little as fiscal 
on file at the co-op, and up-dated little 

years end and financial statements are completed, census data 

would be much less work to collect. 
The five-year format also
 

.
 

allows a better perspective of 
co-op perfcrmance trend

s
 

more interest in censusmight encounterIPACOOPRECOMMENDATION: 
a copy of the,questionnaire


data collection among co-ops if 
(1) 


co-op, and (2) IPACOOF took 
were left with the(fully completed) to analyzeto use these data

to teach co-ops howthe trouble 
realistic performance targets,set moretheir own performance, 


and diagnose weaknesses.
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VII. RECOMMNDATIONS FOR A FOLLOW-ON COOPERATIVE LOAN PROJECT
 

A. Justification 

The 041 Loan was an extremely successful development project. 

It took the existing rural cooperative movement and reoriented it to 

assisting much smaller and poorer rural producers. It provided a mechan

ism whereby many of Panama's small farmers and ranchers acquired access 

for the first time to production credit. This credit, in turn, allowed
 

hundreds of rural households to invest in high-i .lue commodity produc

tion--utilizing yield-increasing cash inputs or, an intensive basis-

to capture income opportunities never before available to ther. The
 

development bang for the buck was extraordinary: (1) in farm income, 

(2) in member share capital investment, (3) in co-op membership growth,
 

(4) in co-op profits, and (5) in expansion of fixed assets and equip

ment. For every balboa in loan capital disbursed from the Project's 

Revolving Loan Fund, there were generated two balboas of aggregate 

lending to farmers. Loan repayment performance was so good that co

op borrowers have become the preferred client of the Agricultural De

velopment Bank. Two strong cooperative federations were consolidated 

by the Project, and the union of their combined interests forced the 

establishment of a new, autonomous cooperative promotion agency to

gether with a new Cooperative Law. Projects this successful are rare 

in the development business. When they occur, it is imperative that 

they be expanded and replicated.
 

Sov that it is off the ground, nov that it has generated great mo

mentum, there are very compelling reasons why the Rural Cooperative 
an evenDevelopment Project--with a follow-on loan--could become 

greater success:
 

1. CREDIT DEMAND: The 041 Project has awakened a huge demand 

for production credit. FEDPA estimates its excess credit demand at
 

estimates that of Agricultural cooperatives$3.5 million while the BDA 
at $4.0 million. This demand is very real and growing rapidly. It is 

coming from cooperatives which have now handled a number of credit 

packages and are experienced. In part the demand comes from borrowers 

who are also experienced with production credit because they have had 

and the majority of these are investing in co-op sharemultiple loans; 

capital at an accelerating rate (currently about 22 percent growth
 

ever larger claims on their co-ops' loan resources.per year) to acquire 
To stiffle this demand will destroy a development opportunity that, at 

least among small farmers, is relatively rare. 
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of RevolvingEven with late disbursementEFFECT:2. MULT!PLIER 
(half of which were delayed until 1979), the 

Credit Fund resourcer of $13.9 mil
still achieved an aggregate lending level 

0.i Project 
against Fund resources of $7.25, 

which represents 
lion (see page 9) an exco-ops now approaching

doubling. With experiencedalmost a move much more quicklyundoubtedlydisbursements wouldperienced BDA, 
greater efficiency. A triple
 

and reflows would be relent 
with even 


or even quadruple expansion 
of aggregate lending from Revolving 

Fund
 

is a definite possibility.
resources 

investments
in Chapter III, crop 

3. INCO1E IMPACT: As documented excents per balboa of
from 27 to 95incomes ranginggenerated net 

an average of 67 cents. Livestock 
investments ranged
 

penditure, with of
 
to $4.21 per balboa of expenditure, with an average 

from 19 cents the avera. 
average FEDPA sub-loan was $3,260 and 

Meanwhile, the$1.65. to data gathered in the co-ope
$2,612 accordingCOAGRO sub-loan was an average sut-loanlet us assume

For the sake of simplicity,sampled. Because the sub-borrower is re
for all co-op sub-borrowers.of $3,000 

of the total credit package, the average
10 percentquired to put up above averageincreases to $3,300. At the

investmentsub-borrower earn between $2,211 
the typical sub-borrower would

of returnrates 
and $5,445 in net income. Seldom 

in the developing world have 
income
 

opportunities this dramatic 
been documented. They are so 

dramatic,
 

percent of all farmers interviewed 
rented the
 

in fact, that some 3C 

land on which they grew their 

principal commercial cash crop. 
Truly,
 

here is an opportunity to generate 
handsome income opportunities 

for
 

disadvantaged rural producers.
 

4. INSTITUTION-BUILDING: It 
took the 041 Project quite 

a while
 
untilto be effectivedid not beginDINACOOPto become successful. 

1979, and neither did the BDA. 
Both now have the momentum 

to become
 
which will lo

a decentralization 
even more effective. IPAC00P plans 

cate co-op support professional 
services much closer to their 

inttnd

and evaluation 
developing computerized accounting

ed clients. BDA is 

systems to improve its loan 
processing efficiency. Designation 

of CO

for agronomic services, and 
supporta credit intermediary, areAGRO as costsloan supervisionand federationof IPACOOPpartial subsidy 

all initiatives programmed 
for realization by the BDA 

in the near fu

an outstand
quality of enthusiasm and coordination, 

ture. With this 
ing institutional support system 

could emerge in benefit of 
the rural 

cooperative movement.
 

5. BOTTOM-UP CONSOLIDATION: 
In the fields of Credit, Consumer,
 of each 

and Multiple Service, the stronger co-ops 
or Agricultural 

their strength in consolidating service 
to asserttype are beginning 

linkages with smaller co-ops. 
Joint buying and marketing operations
 initiativesassistance

Joint educational and technical 
are emerging. 

future. Here is a unique opportunity 
for external
 

lie in the near models conceived 
support ambitious development

assistance agencies to 
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by farmers for farmers.
 

COAGRO'S SURVIVAL: If a follow-on Cooperative Development6. 
paid for this decision 

Loan is not approved, one of the costs to be 
direct outgrowthloss of COAGRO. This Federation was the

vill be the 
to provide technical assist

of a GOP/AID project undertaken in 1967 

ance to subsistence farmers. Since COAGRO's 
legal creation in 1969,
 

USAID/Panama has consistently supported and otherwise 
encouraged CO-


AGRO for more than a decade. Most of COAGRO's major 
investment de

cisions were made with USAID knowledge and approval. 
The Agency
 

therefore has a debt of conscience to continue 
supporting the Federa

tion. A refinancing plan conducted on a matching 
basis with share
 

capital investments by affiliates would once 
and for all give the
 

it needs to recuperate its financial
 Federation the breathing space 

health. On the other hand, if COAGRO fails 
it will be a disaster many
 

Its loss would certainly neutralize any

timcs larser than FECOPAN's. 

USAID with the 041 Loan, and it could permanentcredibility gained by 
ly tarnish the newly-achieved positive reputation 

of the rural co
economic
 

operative movement. Finally, it would constitute 
a severe 


shock to many affiliated co-ops because they 
would lose not only a
 

onbut the very input delivery system
significant equity investment 

their high levels of technification are so heavily 
dependent.


which 

for a Follow-OnField Staff IdeasB. The Volc~n Conference: 
Cooperative Loan
 

For three days (May 1-3) the evaluators met 
with their Pana

conference held in Volcfn (Chiriquf).
manian research assistants in a 

During the first two days the eight research 
assistants gave individ

ual verbal presentations describing the strengths, 
weaknesses, and
 

they had been assigned to interview. Each 
problems facing the co-ops 

for every co-op visited-.
was asked to give three scoresassistant 

scores based on his or her subjective overall 
impression of the co

last dayeconomic performance. Finally, on the 
operative's social and 
of the Valcin.conference the research assistants 

were asked to meet
 

in twc separatL work groups to discuss their 
recommendations for a
 

follow-on Cooperative Loan Project. In particular, 
they were asked to
 

identify (based on their research at the co-op 
and farm levels) what 

should be the Project's objectives, its 
geographic coverage, what prob

lems it should address, and what activities it 
should undertake. Since 

field staff, their 
six of the eight research assistants are IPACOOP 

opinions represent an extremely timely host-country 
contribution to
 

Project design. We therefore summarize them below. 



SOCIAL AND ECONOMIC PERFORMANCE INDICATORS: Fumdamental to the 
conclusions of the Panamanian research assistants were their subjec
tive perceptions of the social and economic performance of the co
operatives they visited. For each of three indicators they were asked 
to score cooperative performance on a scale of 1 to 10, with the high
est possible score being a ten. The results were as follows: 

PERFORMANCE SCORES FOR 23 COOPERATIVES SURVEYED 

M-OP IDENTIFICATION SOCIAL PERFORMANCE SCORES ECON. TOTAL 
Name/Location Type Co-op to 

Members 
Members 
to Co-op 

Average SCORE SCORE 

CHIRIQUI 
San Antonio Cr 8 3 5.5 8 13.5 
!!ortfccla Ag 6 2 4.0 10 14.0 
Avcola Ag 10 3 6.5 6 12.5 
Ag. Industrial Ag 10 10 10.0 10 20.0 
Marfa Auxil. Con 8 4 6.0 7 13.0 

Tota1 
Average 8.4 

272 
4.4 

32.0 
6.4 

=1 
8.2 

73.0 
i.6 

VERAGUAS 
Porv. Guaruma! Cr 9 4 6.5 7 13.5 
Ed. Veraguence Cr 7 9 8.0 10 18.0 
Despertar Cam. AM 4 4 h.0 7 11.0 
Esperanza Cam. AMS 9 8 8.5 9 17.5 
Juan XXIII AMS 10 10 10.0 10 20.0 
Consumo Verag. Con 4 3 3.5 8 32.5 

Total 38F 0 51 91.5 
Average 7.2 6.3 6.8 8.5 15.3 

HRERA-LOS SANTOS 
San Sebastian Cr 7 7 7.0 6 13.0 
Gladys DuCasa Cr 9 9 9.0 9 18.0 
Jose Gutierrez Cr 8 8 8.0 7 15.0 
Agua Buena Ag 7 3 5.0 5 10.0 
Santefla Ag 8 8 3.0 8 16.0 
Consumo Azuero Con 7 8 15.0 

Total 44 2 44.0 43 87.0 
Average 7.7 7.0 7.3 7.2 i.4.5 

COCLE 
Eric del Valle Cr 10 8 9 IC 19.0 
Natariegos Un. Cr 8 5 6.5 7 13.5 
Productores Ag 7 4 5.5 6 11.5 
La Constancia Ag 6 5 5.5 5 10.5 
Behuco-Cham6 Ag 8 7 7.5 8 15.5 
La Libertad AMS 7 4 5.5 5 10.5 

Total 733 39.5 51 W.5 
Average 7.7 5.5 6.6 8.5 13.4 
OVERALL AVERAGE 7.7 5.9 6.8 8.1 l.L 
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Several generJ. observations about these scores are relevant. First,
 

in each region there exists at least one outstanding cooperative (with
 

a score of 18-20) that could be considered a "model". Second, there
 

is at least one outstanding representative of each co-op type, with
 

the possible exception of consumer. Third, overall the average scores
 

for economic performance are significantly higher then scores for so

cial performance, which reflects the generalized neglect of emphasis 

on member education within the cooperatives surveyed. And finally, 

within the area of social performance, the indicator of co-op services 

to members shows generally higher scores than the performance of mem

bers in support of their co-op. This last tendency reflects inadequate 

membership investment in share capital (and other measures of partici
pation).
 

OBJECTIVES FOR A FOLLOW-ON COOPERATIVE LOAt! PROJECT: As their
 
first and foremost objective for a follow-on loan project (hereafter
 
identified as "the Project"), the Panamanian research assistants sug

gested: "The strengthening, of those cooperative organizations that.
 

show deficient economic and social performance indicators" The. singu

lar.importanceof this objective is that it emphasizes the need to
 

establish priotities, not only between weaker and stronger coopera

tives but between social and economic activities. It also implies
 

the establishment of a viable information system that permits timely
 

measurement of performance deficiencies.
 

The second Project objective was "to promote cooperative integration,
 

by type and by region". In this regard the research assistants iden

tified a strategy of selecting the "model" co-ops as'a focal point or
 

growth pole around which to build integrative relationships with
 

smaller or weaker cooperatives. Integration is viewed in terms of eco

nomic services (jcint buying, selling, processing, transporting, etc.)
 

and social services (education, training, technical assistance).
 

The third Project objective was "to recruit qualified personnel for
 

institutions that support the cooperative movement (particularly IPA-


COOP), and to provide them with intensive in-service training".
 

PROJECT COVERAGE: The research assistants believed the Project
 

should be on a national scale. All provinces except San BIs were
 

included in the coverage area. In addition to the co-op types cove.ed
 

under Loan 041 (Credit, Agricultural, Multiple Services, and Consumer)
 

the research assistants suggest that Fishing, Forestry, and Salt

mining cooperatives also be included.
 

PROBLEmS TO BE ADDRESSED: The research assistants identified 14
 

key problems which the Project should address, as follows: (1) need
 

for more agressive and intensive education of co-op members, (2) lack
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of adequate co-op information systems, both to monitor cooperative
 

performance and services to members as well as to measure benefits 

etc.) farm levels of member(income, yields, at the level; (3) low 

share capital investment in their cooperatives; (4) lack of secure
 

market outlets for co-op member production at remunerative prices;
 

(5) lack of sufficient resources to meet existing credit demand of 

co-ops for production credit, working capital, and infrastructure 

or equipment investments; (6) lack of adequate technical assistance 

in the areas of farming, co-op administration, accounting, auditing, 

and marketing; (7) lack of separate accounting controls for 041 Loan 

financed resources at the co-op level; (8) excessive delay in global 
Fund; (9) excessivelyloan disbursement from the BDA, Revolving Loan 

(10) lack of financingshort repayment periods for livestock loans; 


for land purchase; (11) lana sdarcity,'ladk of title, or insecure land
 

tenure for many co-op members; (12) excessively inflexible lending
 

criteria; (13) inactivity of co-op directors in some instances; and 

(14) lack of transportation facilities for IPACOOP personnel providing
 

technical assistance to co-ops in the field. 

PROJECT COMPONENTS OR ACTIVITIES: The principal Project components 

recommended by the research assistants were: (1) an expanded Revolving 

Credit Fund, operating under reformed loan criteria; (2) intensified 

cooperative education and training; (3) a marketing program; (4) more 

careful monitorship and control of Project resources ; (5) a program 

to assist co-op members in acquiring secure tenure to land, or to in

crease their present holdings; (6) intensified technical training of 

IPACOOP field staff; and (7) establishment of a practica.l methodology 
for Project planning, monitoring, and evaluation. or information system 

C. Consultants Recommendations for a Follow-On Cooperative Loan
 

In the following pages is presented a tentativu Project profil2 

for a follow-on Cooperative Loan. This profile seeks to combine the ob
research assistants
servations and recommendations of the Panamanian 

with those of the principalwho participated in the present evaluation 

consultants. The profile also incorporates suggestions for a follow-on 

loan received from representatives of the different cooperatives visited,
 

the cooperative federations, and BDA and IPACOOP.
 

The proposed Project consists of four large areas of activity 
which are 

into many sub-components. Of the sub-components, some repre
subdivided 
sent continuation of existing 041 Loan activities while others are 

brand 

new. The total loan-financed budget for the Project is $11.3 milliOn for 

a three year period. A Project Logical Framework is included at 
the end
 

of the descriptive narratives on suggested Project components. 
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D. 	Project Purpose 

The overall purpose of the Project is to increase the net income 
of small- and medium-sized farmers and ranchers who are members of rural 
cooperatives. A small farmer is defined as a rural producer with title, 
rental access, or usufruct to less than 5 hectares of land. A medium 
farmer is defined as one who operates 5-19 hectares. A small rancher 
operates a herd size of 10 animals or less, while a medium rancher has 
11-20 animals. This definition applies to beef and dairy cattle only. 

ACHIEVEMENT INDICATORS: The Project purpose will be considered 
achieved when the following results have been generated:
 

1. 	 An average annual increase of 20 percent in the net income of 
rural families receiving production credit under the project. 
This increase will be measureable in any of three ways: (a) 
net income per balboa of expenditure, (b) net income per hec
tare of crop enterprise financed, and (c) net income per head 
of livestock financed. 

2. 	 An average annual increase of 10 percent in the membership of 
rural cooperatives participating in the Project.
 

3. A 25 percent absolute increase (over three years) in the num

ber.of smallifarmer co-op members and users of production 
credit as a percentage of total membership 

Considering the data generated by the present evaluation as the 
baseline, the minimum performance targets tc demonstrate achievement of 
Project purpose would be the following: 

Description of 
INCOME 

Indicator Baseline 
(1980) 

Year 3 Year 2 Year 3 

Net income per balboa of 
expenditure: crops $0.67 $0.80 $0.96 $1.15 

: livestock $1.65 1.98 $2.38 $2.86 
Net income per hectare crop $928 $1,11h $1,337 $1,60 
Net income per head livestk 
MEMBERSHIP 

$68 $82 $98 $118 

COAGRO Affiliates 8,000 8,800 9,680 10,648 
FEDPA Affiliates 16,OOO 17,600 19,360 21,296 
Small Farmer Percentage 43% - - 685 
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E. Project objectives
 

Each of the four broad 
areas of Project activity 

would have
 

and one or more indicators 
of achievement of 

that
 

specific objedtivea 
four primary objectives would 

be as follows: 
Theobjective. 

1. REVOLVING CREDIT FUND: 
To provide sufficient 

credit to rural 

a timely basis, for use 

cooperatives and sub-borrowers, 
on 


in production credit, 
operating capital, 

end infrastructure/
 

investment.equipment 

(a) Each year 
at least 80 percent 

of
 

Achievement Indicators: (farmers and ranchers only)
for creditmember demandco-op 
defined as the total value of loans 

Demand is
is satisfied. 

approved by co-op Credit 
Con.ittee. (b) Approval 

of global
 
do not enta'; 

Project fiduciarY 
agent (BDA) 

loan requests by from date of submis

delays which average 
more than 45 days, 

sion to date of .approval.
 

2. SPECIAL ASSISTANCE 
TO MOST DEFICIENT CO-OPS: 

To identifY those
 

cooperatives with the 
most deficient performance 

indicators
 

and provide them with 
assistance on a priority 

basis.
 

percent financial autonomy 
(membership 

a nimt 
Achievement Indicator: 

For all co-ops assisted, 
achievement
 

of 25 
of total assets), 

monthly meetings 
by
 

equity as a percentage 


all co-op comnittees, 
and the existence 

of an active member

ship education program.
 

3. COOPERATIVE INTEGRATION: 
To promote cooperative 

integratior.,
 
ser

by type and by region, 
based on the sharing 

of econoric 

and
 

vices (joint buying, selling, 
transport, processing, 

etc.) 


social services (education, 
training, and technical 

assistance
 

basis.
 
an inter-cooperative 


Existence of at least six ,,mini-federa
on 

Achevement Indicator: 

tions" builtLaround 
"model" co-ops which 

offer smaller and
 

weaker cooperatives 
of the same type or 

region a variety of
 

support services.
 

COMPONENT: To strengthen 
the recruitment,
 

4. INSTITUTION-BUILDING 


offer more effective 
services to co-ops 

on a decentralized
training, and mobilizatif 
of IPACOOP field staff 

so that they
 

basis.
car 

Achievement Indicator: 
The existence of four 

regional IPACOOP
 

office a unit of four pro

offices, and of 
the staff of each 

(auditor, agronomist, sociologist, 
econbmisthaccont
 

fessionals 

ant) will work exclusively 

with co-ops directly 
assisted by the
 

Pro4ect.
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F. Project Component : Revolving Credit Fund ($9,000,000) 

REFINANCING OF COAGRO'S COMMERCIAL DEBT: A sum of up to $3 mil
lion of the additions to the Revolving Credit Fund would be designated 

for the refinancing of COAGRO's commercial debt. The funds would be 

made available exclusively on a matching basii, or 2 balboas of re

financing money for every balboa of new -ee'br share capital contribu
from these funds would, after oneted by COAGRO. Any unused balance 

year, enter the Revolving Credit Fund for general lending purposes. Re
repayment periodfinancing would be offered at 5 percent interest with a 

of five years. 

Of the remain-OTHER CONTRIBUTIONS TC THE REVOLVING CREDIT FUND: 
ing $6 million in resources to expand the Fund, $2.5 million would be 

for on-lending to COAGRO and its affiliates, with not lessdesignated 
thean 73 prcent ($1.9 million)*to be reserved for production credit
 

$2.5 million would be designatedloaris to individual farmers. Another 
for on-lending to FEDPA affiliates. Finally, $1 million would be reserved 

for loans to Consumer cooperatives. 

COAGRO AS CREDIT INTERMIDIARY: Under the Project, COAGRO would 

acquire the responsibility of credit intermediation services along si

milar lines as those presenuly offered by FEDPA. In other words, COAGRO 

(with IPACOOP help) would: (1)issist its affiliates to prepare credit 

review and correct these loan proposals, agproject requests;(2) ou.La 
gregate them for several affiliates, and present them to the BDA for 

approval and disbursement; (3) would redistribute the EDA loan disburse

ments, supervising their use and distribution as sub-loans; and (4) 

would be responsible for loan collection and repayment to the Revolving 

Fund.
 

OF CRITERIA: As a complementary actionREVIEW AND REFORM CREDIT 
toto expanding the Revolving Credit Fund it is necessary review and 

improve credit policies and loan criteria. One proposv' innovation is 

to inrease the required borrower contribution from 10 percent to 20 

of the credit project requested. This contributionperceit of the value 
be in the form of member share capital investment in the co-op.would 

and has worked very success-It is already a prerequisite of FEDPA loans 

fully as a capital mobilization mechanism. Other credit policy or lcan 

criteria revisions would include (1) specification of prerequisites 

for approval of loans for land purchase; (2) lengthening repayment 

periods for livestock loans; (3)-placing a herd size limitation on live

stock financing; (4) standardization of interest payment due dates be

sub-loans and co-op global loan obligations to their federation;
tween 

and (5) other changes, as appropriate.
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Comonent : Special Assistance to Deficient Co-ops
G. Project 

($100,000)
 

The purpose of this component is to concentrate 
technical
 

assistance on selected cooperatives which 
need the most help, i.e.,
 

and social per
which have the most deficient indicators of economic 

data collection instrumentbe identified using a
formance. They would 

similar to that employed in the 041 Project 
Evaluation (see Annex C)
 

as that shown on page 65. In each 
combined with a scoring system such 

to
of IPACOOP, a four-person team would be assigned

regional office 
of the selected co

work (exclusively if necessary) with the problems 
an auditor, (2) en economist

unit would consist of (1)operatives. This 
(4) a sociologist or education spe

accountant, (3) an agronomist, and 
for this personnel would be paid

and travel expensescialist. Salaries 
and oil) would be 

vehicles and limited maintenence (gas
by IPACOOP; 
provided ly the Project (see institution-Building 

Component).
 

It is proposed that 12 co-ops be selected 
for top-priority special assist

the second year, and 
ance in the first year of the Project, 16 co-ops in 

20 in the third year. Whether a co-op 
receives more than one year of in

depend on the decision of IPACOOP
assistance wouldtensified technical 

of the co-op's performance. Essentially 
based on end-of-year evaluation 

areas of technical assistance, as follows: 
there would be four 

audited on two occasions 
1. AUDIT: Each selected co-op would be 

at the beginning of the 
during the year: an initial intenive audit 

same auditor wouldafter six months. The 
year plus a follow-up audit 

effort would be made 
audits whenever possible, and every

conduct both 
same cooperatives through

to c6ntinue auditing the
for this professional 
out the Project period. Following each 

audit a detailed meeting with
 

to review audit findingswould be held 
co-op directors and employees 

The auditorto overcome deficiencies.
and discuss required actions 

would be assigned a training responsibility. 
For each audited co-op
 

he/she would provide two days of technical 
assistance and training
 

the deficiento help co-op personnel overcome 
services per trimester 


in the audit. The achievement indicators for a single
 
cies identified 

Project period would be the following:
theauditor over 

Total
Year 3
Year 2
Year 1
Activity 

PER AUDITOR 
Co-ops audited 3 4 5 5
 

24
10
8
6
Total audits 

Tech.assistance
 40 96 
and training (days) 2h 32 


Auditor salaries would be paid by IPACOOP 
but each co-op assisted would
 

be charged an auditing fee to partly 
finance the costs of this service.
 

co-op would be requiredevery
As a prerequisite for receiving credit, 

to sign an agreement which commits 
them to receiving and financing
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2. ECONOMIST-ACCOUNTANT: Each co-op selected for intensive assist
ance would be assisted by an IPACOOP economist-accountant. His/her du
ties would be the following: (1) to work on a continuing basis with 
the co-op manager and accountant to solve general problems of co-op 
administration, (2) to make sure co-op records are properly organized 
and kept up-to-date, (3) to work with the Credit Committee to design 
credit project proposals, teach credit supervision and evaluation 
skills, (4) to train principal co-op directors in basic accounting 
concepts, budgeting, financial planning, and the analysis of financial 
statements; and (5) serve as a technical liaison between the co-op and 
outside institutions such as the BDA, IMA, MIDA, and IPACOOP. In con
ducting these functions, the IPACOOP economist-accountant will serve 
as a cl-edit project analyst who will screen co-op proposals before they 
are submitted to the federation or the Bank. During the year, for each
 
co-op assisted, the economist-accountant will provide three days per 
mwn+h of technical assiste.ncc, and he/she will provide at le.st three 
two-day workshops to co-op directors and employees concerning account
ing skills and credit management. The achievement indicators for a 
single accountant-economist over the Project period would be the follow
ing: 

Activity Year 1 Year 2 Year 3 Total
 
PER ACCOUNTANT 
Co-ops assisted 3 h 5 5
 
Credit proposals reviewed 3 4 5 5
 
Co-op level technical
 
assistance (days/yr) 99 132 165 396
 
Co-op level workshops in
 
credit and accounting 9 12 15 96 

3. AGRONOMIST: Each co-op selected for intensive assistance would 
receive special supervision from an IPACOOP agronomist/livestock spe

cialist. His/her duties would be the following: (V' to assist. the. co-cp 
in technical aspects of designing its production and credit plan-s; (?) 
to provide technical training workshops for credit users; (3) to pro
vide assistance to federation-sponsored agronomists in the introduction, 
supervision, and post-harvest use of farm management record-keeping sys
tems; (4) to assist in the supervision of farmer-paratechnicians utili
zed by the co-op; (5) to serve as a liaison between the co-op and IMA 
or other market outlets to promote cooperative marketing activities. In
 

conducting these functions the'IPACOOP agronomist would provide at least
 

three days per month of technical assistance at the co-op level, and he/ 

she would visit all co-op farmer-paratechnicians. at least once a month. 
The agronomist would also be responsible for summarizing data gathered 
in the farm management record-keeping system, and for using its results 
in co-op credit planning and evaluation. Finally, the agronomist would 
be expected to organize no less than 4 farmer-level technical training 
activities per co-op per year. The achievement indicators for a single 

agronomist are the following: 
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Activity Year 1 Year 2 Year 3 Total 

PER AGRONOMIST 
Co-ops assisted 
Credit proposals reviewed 

3 
3 

4 
4 

5 
5 

5 
12 

Co-op level technical 
assistance (days/yr) 99 132 165 396 

Paratechnicians 
vised 

super
12 16 20 20 

Farmer-level technical 
workshops organized 12 16 20 48 

The final member of the IPACOOP special4. EDUCATION SPECIALIST: 
assistance team for cooperatives with deficient performance indicators
 

would be an Education Specialist. Among his/her duties would be the 

to work with each co-op's Education Conittee, assist
following: (1) 
ire it to become active; (2) to h-lp each Education Committee desip 

an Annual Education Plan, and to implement education activities 
called 

for by the plan; (3) to teach Education Committee members and cc-op 
of visual aids, group discussionemployees skills in the preparation 

(4) to coordinate with andtechniques, and other teaching methods; 
assist other members of the IPACOOF special assistance team 

in planning
 
Specialistand implementing co-op training activities. The Education 

at least three days of technical assistance per month
would provide 
to each co-op within his/her responsibility. He/she would be expected 

to help organize and 1,articipate in at least six membership education 

per year. The achievement indicators for a single
activities per co-op 
Education Specialist are the following:
 

Year 3 Total
Year 1 Year 2
Activity 

PER EDUCATION SPECIALIST
 

5

Co-ops assisted 3 4 5 

Education Committees 
5 5
3 4
activated 

5 1?

Education Programs organiz. ?_4 
Co-op level technical
 39699 3.32 165
assistance (days/yr.) 
Membership education ac

722L 30
tivities organized 18 


5. FUND FOP CO-OP LEVEL EDUCAtION/TRAINING ACTIVITIES: 
Under the
 

Project a fund to support costs of co-op level training 
and education
 

activities would be established with an initial capital 
of $100,000.
 

a total of 20 co-ops identified for special technical assist-
Assuming 

be $5,000 available per cooperative. The resources 
ance, there would 

with the co-op assisted 
would be used on a straight 1:1 matching basis, 

balboe received from the fund. These
providing one balboa for every 

to help finance the education and training 
resources would be available 

of the special assistance
activities organized by IPACOOF personnel 

team: namely, the auditor, economist-accountant, agronomist, or education 

specialist.
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H. Project Component: Cooperative Integration ($200,000)
 

This component is based on the discovery that in each sector
 
of the rural cooperative movement--Credit, Consumer, and Agricultural
 
there exists at least one co-op of each type which has demonstrated
 

superior growth, offers effective and well-managed services to its
 
members, and is characterized by excellent management staff resources.
 
These co-ops can be considered "models". The:objective of the Coopera
tive Integration Component would be to use these model co-ops as
 
sources of technical assistance, training, and services to other co
ops of the same region or of the same type. Each model co-op would
 
thus become a growth pole around which other co-ops might cluster,
 
creating a "mini-federation" based on Jointly shared services and
 
common interests. An average mini-federation might consist of 5 co-ops. 

2. T.N 'ER-COOPERATIVE EDUCATICN/TECHI CAL AS ISTANCE: 
With the participation of IFACOOF staff (particularly the unit for 
special assistance to deficient co-ops) several model cooperatives
would be identified--at least four during the first year, four addi
tional co-ops in the second year, and four more in the third year for
 
a total of 12. For each model cooperative at least two directors or
 
employees will be identified who are considered excellent human resources
 
for providing technical assistance and training tc the staffs of other
 
co-ops. An IPACOOP education specialist will assist the representa
tives of each model co-op to design an inter-cooperative training and
 
technical assistance proposal to assist at least five other co-ops.

Such proposals will program workshops or 6-12 day training visits for
 
personnel of other co-ops to learn management skills, economic and
 
social activities, etc. as practiccd by the model cooperative. The
 
costs of transportation, room and board, and miscellaneous training
 
expenses incurred by these inter-cooperative activities will be financed
 
on a grant basis out of an Inter-Cooperative Training Fund managed by
 
IPACOOP. The training staff will consist of staff of the model coopcra
tivc, who wil] 
receive modest honorariums for their se:rviccez. The Fund
 

.wil ) ae/o pay thc travel costs ar.d honorariuns of ther. inctritors 
while isiting other co-ops to provide follow-up technical assistance
 
on a scheduled basis. A preliminary estimate of achievement indicators
 
and budget for this component is given below:
 

Description Year 1 Year 2 
 Year 3 Total 
ACTIVITY INDICATORS 
Model co-ops (mini-feds) I 8 12 12 
Total co-ops assisted 20 40 EC 60 
Total trainees: other co-ops 40 12080 120 
Training workshops (days/yr) 48 96 144 288 
Co-op instructors 8 2416 24
 
Instructor days/yr (20 each' 160 32C 480 960
 

BUDGET
 
Education Fund Expenditures $16,400 $32,800 $50,800 $l00,OOC
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ECONOMIC SERVICES: A second $100,000
2. PROMOTING INTER-COOPERATIVE 

the Project to finance the research and
fund would be established under 
development costs of inter-cooperative economic services. Such 

services 

might include joint procurement of supplies, marketing, storage, trans

portation, and processing facilities. The Fund would be utilized 
to fi

nance the costs of feasibility and market studies, initial service pro

motion, hiring local consultants, and financing specialized technical 
co-op mini

training of co-op personnel. It is expected that elLrch model or 

federation would develop at least one joint project 
for the provision of
 

mea.to its co-participant cooperatives. This would
economic services 

slightly more than $8,000 in.research and development
that the.re would be 

from the Fund for each project. A preliminary estimate of 
financing 

and budget for this sub-component is as follows: 
achievement indicators 

___I
Year 1 Year 2 Year 3
Drscripton 
Tot 


ACT!VITI INDICATORS 
4 8 12 12

Model co-ops 
4 4 12

Joint projects developed 4 

BUDGET 
$33,000 $34,000 $100,ooC

R and D Fund Expenditures $33,000 

I. Project Component: Institution-Building Elements ($2,000,000)
 

This fourth and final component of the Project would 
consist of
 

a cluster of activities which largely represent 
a continuation of the
 

Institutional Development agenda of the 041 Loan. 
However, a number of 

strategic additions have been included.
 

IPACOOP: As a service-providing agency, and
 1. DECENTRALIZATION OF 

particularly one which seeks to provide assistance 
on a priority basis 

it of critical impr,rtance th,t 
to the rural cooperative movement, is 

be located as clu,.
ITACoC? employees entrusted with providing services 

as possible to the co-ops they hope to assist. 
While location of field
 

that there be continuity in 
staff is important, it is equally necessary 

tech
the technical assistance relationship--that 

is to say, that the same 


with the same co-ops for extended periods of 
time. Without
 

nicians work 
such continuity co-ops receive conflicting 

advice from different techni

less of a sense of responsi
cians, while the technicians themselves feel 

bility to the co-op and less accountable for the results of their recom

mendations.
 

Under the Project IPACOOF will complete 
its present process of deccntraii

zation of its technical staff. There will 
be four regional offices, as
 

(1) Western Zone (Bocas del Torc, Chiriquf), 
(2) Central Zone 

follows: 
 Lcs 
Cocl6), (3) Southern or Azuero Peninsula Zone (Herrera,

(Veraguas, and San. Bl~s).Zone (Panama, Darien, Col6n,
Santos), and (4) Eastern 

office will have a director, an administrator of general
Each zonal 

8-10 technical staff including a law
staff, and fromservices, clerical 
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yer, 2-3 auditors, 2 accountants, 2 agronomists, 2 education specialists,
 
and an information specialist (for statistics, special studies, data
collection in general). In other words, IPACOOP would not mAintAin a 
pool of specialized technicians at the central office level but w6uld
 
give this personnel a permanent regional assignment. Whether the Eastern 
Zonal office will be maintained separate from IPACOOP central head
quarters in Panama City remains to be decided. Basically, the idea of
 
the decentralization scheme is to get away from the concept of "national
 
technical specialists". The only national-level staff of IPACOOP would 
be the Director, Deputy Director, four divisional directors (Planning 
and Evaluation, Audit, Promotion, and Administration), appropriate sup
port staff, and four national supervisors (for auditors, accountants, 
agronomists, and education specialists). 

Of IPACOOP'a total decentralized field staff--which is ofOficially res
ills 1be for assisting some 218 Panamanian cooperat'vf:s at the p:reser. 

time--special units of four staff members each will be organized to 
work exclusively with those co-ops identified for highest priority
 
assistance. The activities of these units have been detailed previously
 
(see Section G).
 

IPACOOP will complete its decentralization vith existing staff for the
 
most part. No loan-funded resources are allocated for salary support to 
decentralized staff. However, the Project would contribute loan-funded
 
financing for staff vehicles--8 per regional office and three for na
tional supervisors. 

2. EXTERNAL TECHNICAL ASSISTANCE: In this area some 48 man-months
 
of external technical assistance by long- and short-term consultants 
are estimated. Of this aount, 24 man-months would be provided to COAGRO 
and FEDPA affiliates in the area of agricultural marketing via the ser
vices of a resident advisor. The short-term consultants vould provide 
continuing support i7 the areas of staff training, farrm manspcne:, r,.c(r-:.7
keeping, training and supervision of farmer-paratcchr.iciz-sxE, wid g ,crt"1 
Project support services. Tentatively, the external consultant inputs 
might be programmed as follows:
 

Activity Year 1 Year 2 Year 3 Total 
SHORT-TEE! CONSULTANTS (in maz-months) 
Initial Project design assistance 3 - - 3 
IPACOOP Staff Training 2 2 2 6 
Information Systems and Farm 
Management 2 2 2 6 
Paratechnician Program 2 2 6 
General Project Support 1 1 3 
LONG-TERM CONSULTANT (in man-months) 
Mrketing advisor 6 12 6 2L 

1 1913 
BUDGET 
Total expenditures for short- $112,000 $133,000 $91,000 $336,ooc 

and long-term consultants 
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3. AGRONOMIC TECHNICAL ASSISTANCE: This component would continue 
to provide the services of agronomists to the rural cooperative move
ment on a subsidized basis. However, this time their salaries would be 
loan-funded and their contracts would terminate after three years of 
service. Such a provision is necessary to emphasize that the primary 
role of these agronomists is to teach their skills to others, par
ticularly farmer-paratechnicins, so that agronomic assistance does 
not become a permanent subsidy. Of the 20 agronomists to be financed, 
10 would be assigned to COAGRO, 6 to FEDPA, and 4 to IPACOOP for assign
ment to the special assistance units of each of the four regional offi

ces. (See Section VII-G-3, pages 72-3 for a description of the agrono
mist's responsibilities).
 

The Project would also loan-fund the travel costs and honora
riums of up to 150 farmer-paratechnicians. These individuals would be 
se3cctcd from among the farmer members of cooperatives receiving inten
sive assistance from IPACOOF or those farmers routinely supervised by 
agronomists assigned through COAGRO*and FEDPA. For each of the 20 agrono
mists mentioned above, he would have supervision responsibility for at
 

least 4 farmer-paratechnicians in the Project's first year, about 5 

paratechnicians in the second year, and 7-8 paratechniciens in the third. 

To be a paratechnician, the farmer must meet the following prerequisites: 
(1) be'a co-op member, (2) be a full-time farmer or rancher, (3) be recog

nized as one of the better producers in the co-op, and (4) demonstrate 

superior performance (as measured by farm records) in terms of yields 

per hectare, net income per hetare,'net income per head of livestock. 
The function of the farmer-paratechnician would be to teach his/her 
superior farming practices to other co-op members by (1) participation
 

in methods demonstrations organized by the co-op's agronomist, or (2)
 

providing periodic technical assistance to other co-op farmers during
 

visits to their farms. Each farmer-paratechnician would be given an
 

honorarium of $50 per month to cover travel expenses and time devoted
 

to visiting other farmers. Each paratechnician would be assigned a cover
age responsibility of up to 10 other farmers. The tertal.vr.: achievement 

indicators and budget for the agronomic component would be the following: 

Activity Year 1 Year 2 Year 3 Total 

Agronomists assigned to IPACOOP T 4 
Agronomists assigned to COAGRO 10 10 10 10 
Agronomists assigned to FEDPA 6 6 6 6 
Farmer-paratechnicians selected 75 100 150 150
 

BUDGET
 
Agronomists ($400/mo.x 14 mos) $112,000 $112,000 $112,000 $336,000 

Paratechnicians ($600/year each) $45,000 $60,000 $90,000 $195,000 

http:tertal.vr
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SUBSIDY PROGRAM: This activity has been4. 	 MANAGER AND ACCOUNTANT 
and should be continued.very.important.*formany rural cooperatives 

rather than provide the services of managers and accountantsHowever, 
on a declining subsidy basis ( as originally desiged), the consultants 

feel the most efferf ve arrangement as well as the easiest to adminis
on an interest-free loar. basic.

ter is to providd.managers and accounts 
this way. The

FEDPA already operates its management subsidy program 
this program, for 20 managers and accountants, iscost of continuing 

estimated as follows: 
Year Total_Year 1 Year 2 3Description 

Managers assigned 	 10 10 10 10 
10
10 10 10
Accountants assigned 

PUDGET
 
Salaries ('$14C0/io.x 14 mos/yr) 
per manager or accountant $112,00C $112,000 $112,000 $336,000 

It was found during
5. IN-SERVICE TRAINING OF IPACOOP FIELD STAFF: 
the 0hl Project evaluation, and confirmed by the recommendations which 

emerged from the Volcan conference, that the present technical 
expertise 

of many IPACOOP field staff is inadequate. To:up-grade field staff skills 

is proposed that each employee receive a minimum of 15 days of in-serit 
vice training per year, of which 5 days would be classroom 

activities.
 
be spent in a rural co-

The remaining 10" &Tys of training per year would 
of
 

operative. Each host co-op would be asked to participate 
in the desig 


its own applied training program for IPACOOP staff. The purpose 
of such
 

training would be to give the trainee exposure to (1) the most 
common
 

problems faced by the co-op, (2) routine management operations, 
(3) the
 

environment and constraints of member-farmers, etc. A train
production 

4O IPACOOP field staff personnel (roughly 10 per each 01'
ing budget for 

the four regional offices) is proposed at a daily cost. cf $20/day.
 

Year 1 Year 2 Year 3 Total
Description 


C.
4o 40 hoIPACOOP staff trained 
Training days/year 800 800 800 2,400 _ 

BUDGET 
Training costs ($400/yr) $16,000 $16,oo $16,000 $48,o00 
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a number 
6. ADVANCED MANAGEMENT TRAINING: There currently exist 

among the rural coopera,tives of Panama, 
of highly qualified managers 

o? these individuals
in the "model" co-ops. Many

them locatedmost of to their co
they could teach management skills 

are so knowledgeable more than 
in other cooperatives, and already they know much 

leagues 
the average IPACOOP technician assigned 

to teach management and
 

accounting skills. But these highly 
talented managers must also con

tinue to grow professionally, and to 
do so they need access to advanced
 

At the same time, just to keep
training opportunities. 

up 
management 
with these managers, IPACOOP staff 

must also acquire advanced manage

ment skills. Finally, the managers 
assigned to cooperatives under the
 

subsidy program also need to routinely 
refresh their expertise with
 

new training. 

Undur thi_" component an advanced 
management training fund would be 

of skilled managers and IIA
to finance the participationestablish.d 

COOP staff in national and international-level 
training seminars.
 

follows:
 
Estimated participants and budget 

would be estimated as 


Activity Year 1 Year 2 TotalYear 3. 

PARTICIPANTS 
Model co-op personnel 8 16 2h 24 

Managers assigned under 
subsidy program 

IPACOOP Staff 

10 
18 

10 
18 

10 
18 

10 
1 

BUDGET
 
Expenditures ($600/year
 $31,200 $79,200
$21,600 $26,4oo
per participant) 

7. VEHICLE PLAN: In the last 
analysis, providing services 

to a
 

basis requirc%that fi .d 
on v centralizedrural cooperative mcvement - whcre their 

adequate transportaticn to and from the site
staff have other countriesin Panama and many

are needed. Experienceservices 
demonstrates that it is not enough 

simply to make vehicles available
 
of vehiclesWhen the assi.mentand ministries.to development agencies they tend to be misindividuals,

is to the institution, rather than to 

treated because their occassional 
users do not feel responsibility 

fcr
 

and maintenence.their condition 

Under the proposed Project vehicles 
would be assigned to individual
 

Te recipient staff member would 
sign a con

members of IPACOOP staff. 

assume responsibility for major 

maintenence
 
tract wherein he/she will months of use the vehicle would 
and repair of the vehicle, and 

after 36 
Aside from financing the origi

of its user.
become the personal property 

nal purchase price of field staff 
vehicles, the Project would finance
 

gasoline, oil, and minor maintenence 
up to a maximum of $1,500 per 

year.
 

The Project would also finance 
one complete change of tires 

during the
 

contract. The re
three-year period covered by 

the personal assignment 


cipient staff member would finance 
the insurance for the vehicle. A
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proposed total of 35 vehicles would be financed under the Project, 
of which 32 would be assigned to IPACOOP's regional offices (8 vehicles 
per office) and three vehicles for national-level supervisors. Small, 
.gas-efficient models would be acquired. The initial purchase cost of 
each vehicle is estimated at $10,000. 

Description Year 1 Year 2 Year 3 Total 

Vehicles purchased for: 
-Regional Offices 
-National Supervisors 

32 
3 

-

-

-

-

32 
3 

BUDGET 
-Initial purchase of vehicles $360,000 
-Gasoline and mainor mair.t. $52,500 

-
$52,500 , 

- $360,000 
V 

8. MISCELANEOUS ACTIVITIES: A small contingency fund of $152,300 
is included in the Project budget. It would be used exclusively in sup
port of the Institution-Building Component of the Project.
 

J. Project Logical Framework 

The proposed Follow-On Cooperative Loan Project ic sumarized 
below in a single chart utilizing the format of AID's Logical Framewcrk. 

In concluding, it is to be emphasized that the foregoine project proposal 
should be considered merely a first approximation of what a Follow-On 
Cooperative Loan Project might look like. A detailed project design effort 
remains to be undertaken. Such an effort must be conduct!-d with the ccn
plete participation of Panamanian cooperative institutions. If the present 
proposal serves as a catalyst for discussion, criticism, and revision on 
behalf of a more comprehensive project document it will have served its 
piwpose. 





ANNEX A. 

ITINERARY AND ACTIVITIES OF THE CONSULTANTS 
(ITIKERARIO Y ACTIVIDADEE DE LOS COI SLTOFZ!:) 

PEI1ERA ETAPA: ACTIVIDAES DE' AQUILES LANAO "FLOvS 

FEERERO
 
2/22 Viaje Lima-Panamg, Branif 970
 
2/23 Reuni6n en USAID/Panama con Coordinador del Proyecto 042
 

Reuni6n en IPACOOP, -con Director y funcionarios
 
2/24 	 USAID/Panama: revisi6n de documentos
 

Reuni6n en IPACOOF, y revisi6n de documentos
 
Reuni6n en FEDPA, con Gerente General y funcionerios


2/25 	 USAID: Revisi6n de documentos 
Selecci6n de candidatos para realizar encuesta a cooperativas

2/26 	 IFACOOP: selecci6n de cooperativas por visitar y itinerario 
Reuni6n en BDA, con Gerente General y funcionarios


2/27 Reuni6n en IPACOOF, entrevistas con funcionarios
 
Reunio6n en COAGRO, con Gerente General y funcionarios
 

2/28 USAID: Revisi6n de documentos
 

M-RZO
 
3/01 Revisi6n de documentos en el alojamiento

3/02 	 USAID: Revisi6n de documentos de COAGRO
 
3/03 	 Dia feriado en la Republica de Panama 

Revisi6n de documentos en el alojamiento

3/04 D.elo Nacional
 

Revisi6n de documentos en el alojamiento

3/05 	 Viaje Panama-Chitre, Alas Chiricanas
 

Reuni6n, Oficina Regional IPACOOP 
 de los Santos, con Jefe y 
funcionari os 
Reuni6n, Cooperativa de Ahorro y Credito Gladys B. de Ducasa, 
R.L., Las Tablas 

Reuni6n, Cooperativa Agropecuaria Santefia, R.L., Las Tablas 
Entrevista con Socio No. 325, Avidel Saavedra

3/06 Reuni6n, Oficina Regional de FEDPA, Las Tablas, con Coordina
dor Agropecuario y funcionarios 

Reuni6n en la Cooperativa de Ahorro y Credito Jose del Carmen 
Dominguez, R.L. 

Entrevistas con Socio 495, Nilson Garcia; No.161, Victor Diaz; 
y Pastor Garcfa, No.104. 
Reuni6n, Cooperativa Agrfcola El Progreso R.L. de Agua Buena 
Entrevista con Socio 39, Ramiro Villarroel 
Viaje Agua Buena-Chitr' 

3/07 	 Reuni6n, Cooperativa de Consumo Azuero, R.L. 
Reuni6n, Oficina Regional de IPACOOP in Chitre con Jefe y 
funcionarios
 

Reuni6n, Cooperativa de Ahorro y Credito San Sebastian, R.L. 
Oc5
 

ViaJe Occ-Las Tablas
 



3/08 

3/09 

3/10 


3/11 

3/12 

3/13 

3/14 

3/15 


3/16 

3/17 


3/18 

3/19 


3/20 

ii 

Reuni6n, Cooperativa de Ahorro 
Y Credito Miras del Progresc 

Tonosiefto, R.L., Tonosi Santa Elena 1.,
de Ahorro Y Creditola CooperativaVisita a 

Los Asientos
 
de Ahorro Y Credito Purieios Unido- ,

Visita a la Cooperativa 
R.L. , Purio 

Viaje Las Tablas-SantiSro 
IPACOOP, con Sub-Director Y funcionarios

Reuni 6n, Plants, Central de Jefe y funcionarios 
euni 6 nl, Oficina Regional de Veraguas, con 

Juan XRII, R.L. R.L.Reuni6n, Cooperativa de Servicios Multiples Veraguense,Credito El EducadorAhorro y
Reuni6n, Cooperative. de de Estadisti

n, Planta Central :e IPACOOP con funcionarios 

Reuni6


y Evaluaci 6 n de Datos Elca 
de Servicios Multiples Despertar Campesino, 

Reuni 6 n, Cooperativa 

San Jose" La Esperanza de los


Multiplesde ServiciosReuni6n,:Cooperativa 

Campesinos, R.L., Santa Fe
 

Viaje Santiago-David Maria Auxiliadora, R.L.
 
de Consumo

Reuni6n, Cooperativa de Chiriquiy Mercadeo Avicola
de ProduccionReuni 6 n, Cooperativa con Jefe y funcionariosde IPACOOPOficina RegionalReuni 6 n, 

Reuni6n, Cooperativa Horticola 
de Mercadeo, R.L., Boquete
 

Entrevistas con Socio 181, 
Isaac Castillo, Y Socio 46, Wilfredo
 

Landao Rios
 
n, Cooperativa Agricola 

e Industrial, R.L., Boquete
 
Reuni6


Armuelles PuertoViaje David-Puerto Credito San Antonio, R.L.,
de Ahorro y

Reuni 6 n, Cooperativa 
Armuelles
 
Reunion, Cooperativa Productores 

de Leche, R.L., David
 

n en la Sucursal de COAGRO, 
David
 

Reuni6 pars a cooperativasla encuestaformulariosDiseho de 
Viaje David-Santiago
 
Disefio de formularios para 

la encuesta 

Viaje Santiago-NatL Productores, Nate 

Reuni6n, Cooperativa de 
Servicios Multiples lo Unidos, NatL

Credito Natariegosde Ahorro y
Reunion, Cooperativa del Valle, R.L., 

de Ahorro y Credito Erick 
Valle de Ant6n
 

6n y Mercadeo la Constancia, 
R.L.,
 

Reuni6n, Cooperativa de 
Producci


Puerto Gago
 

Reuni 6 n, Cooperativa 

Regional de IPACOOP en 
Penonome'Coclg, con Jefe
 

Reuni6Il, Oficina 

y funcionarios 6n Rural Bejuco-Chame-San 

Carlos,
 

Reuni6n, Cooperativa de 
Producci


R.L. , San Carlos
 
Viaje Capira-Panea
 
Viaje panamgIcacal-Panaa R.L.
 

Cooperativa Agro-Industrial CAICA, 
Reui 6 n, 

USAID, calificacion de 
postulante para realizar 

encuesta
 

y funcionaricscon Gerente 
Reuni 6 n en COLAC-FECCLAC, encur stapara lade formularios futuras acti
USAID, diseho para establecer 

con funcionarios,en IPACOOP,F.euni 6 n 

vidades
 



iii 

evaluaci6n de viajes de reconocimiento,3/21 	 Reuni6n en IPACOOP para 
y entrenamiento de dos candidatos para realizar la encuesta
 

3/22 	 Reuni6n en APEDE con Grupos GTA y candidatos para realizar en
cuesta
 

3/23 	 IPACOOP, revisi6n de documentos
 
Reuni6n 	 con ftmcionarios de FEDPA 

3/24 IPACOOP, reuni6n con Director y funcionarios para informar sobre
 

el viaje de reconocimiento del 5-18 Marzo, sobre selecci 6 n de
 

encuestadores, y entrenamiento de 28 Marzo a 1 Abril en Santiago
 
de Veraguas
 

USAID, reuni6n con Coordinador del Proyecto 041 para informar
 

sobre viaje de reconocimiento y formularios disefiados
 
3/25 Viaje Panama-Santiago
 

Visita a Escuela de Divisa (Instituto Nacional de Agricultura)
 

3/26 IPACOOP, Planta Central, Santiago: Rediseflo y prueba de formu
larios de encuesta, reuni6n con Jefe del Dept.Auditoria y reuni6n 
con Jefe del Dept. Planificaci6n 

3/27 	 Viaje Santiago-Aguadulce-Santiago: asistencia a Asamblea Anual 
de COAGRO
 

3/28 Prueba de formularios de encuesta en la Cooperativa de Ahorro y 
Credito El Porvenir de Guarumal, R.L., SonfL 

3/29 IPACOOP: preparaci6n de.documentos para el entrenamiento 
Entrenamiento de tres encuestadores 

3/30-31 Entrenamiento de encuestadores para entrevistas a productores 
4/1 Entrenamiento sigue 
4/2 Viaje Santiago-Panama 

Reuni6n en Oficina Regional IPACOOP en Penonom4, presentando a 

un encuestador 
4/3 IPACOOP/Panama: reuni6n con Director y funcionarios para presentar 

informe verbal sobre primera etapa de la Evaluaci6n 
USAID: reuni 6 n con funcionarios, informe verbal sobre la Evaluaci 6 n 

4/4 Preparaci6n del Informe de Progreso para AID 

h/5 Viaje Panamg-Lima, Braniff 

SEGLWDA ETAPA : .ACTIVIDADES DE AQUILES LANA0 FLORES Y JOkI K. HATCH 

ABRIL 

4/28 Viaje New York-Panamg en Braniff 903 (John K. Hatch) 
4/29 ViaJe'LimaP6Pan- (Aquiles Lanao F'lores) 

Reuni6n con funcionarios de USAID
 
Reuni6n con Director de IFACOOP y funcionarios
 
Revisi6n de documentos en el alojamiento
 

4/30 	 Viaje Panama-David, Aero Perla 
Reuni6n, IPACOOP/David 
Visitas a cooperativas Maria Auxiliadora, Avicola, Hortfcola de 

Mercadeo, y Agricola e Industrial
 
Viaje a Volc~n
 

5/1-3 Seminitrio en Volcfin con encuestadores para conocer sus experiencias 

durante la encuesta y escuchar sus recomendaci 6 nes sobre un segund: 

proyecto de prestamo para reooperativas. 



iv 

n y Mercadeo Cerr.opu"tE 
5/04 	 Visita a la Cooperativa de Producci

6
 

n de aazos de la encueste
Revisi6


Viaje Volcin-David
 

5/05 	 Reuni6n, Director de MIDA
 
Reuni6n con funcionarios de IPACOOP/David
 
Visits a las cooperativ.5 Productores de Leche 

(David) Y San
 

Antonio (Puerto Armuelles)
 

Viaje David-Santiago
 

Reuni6n con funcionarios IPACOCP/Santiago
5/06 	 Esperanza de
 
Visita a las cooperativas Despertar 

Campesino y 

los Campesinos 

5/07 Visita a las cooperativas El 
Porvenir de Guarumal y San 

Juan 

de Dios (Consumo) 

Visita a la Cooperativa Juan 
XXTII 

5/08 

n de datos de la encuesta
Revisi6


Visits a las cooperativas Consumo 
Veraguas y El Educador Veraguence
 

5/09 	
Visita a la Cooperativa Union 

de Agricultores Palmef.os
 
5/10 


n con funcionarios de IPACOOP
 5/11 	 Reuni6

n de datos de !a encuesta
Revisi6


Visita a la Cooperativa San 
Sebastian
 

5/12 

Visita a 	la Cooperative Consu=o 

Azuero
 

5/13 	 Visita a la Cooperativa El 
Progreso de Agua Buena
 

Visita a la Cooperativa Jose 
del C. Dominguez
 

Visita a la Cooperativa Gladys 
B. de Ducasa
 

Visita a la Cooperativa Agricola 
Sante~a
 

5/14 	
Reuni6n con IPACOOP/Los Santos, 

Jefe y funcionarios
 

Reuni6n con FEDPA/Oficina Regional 
Los Santos, con Coordinador
 

agrcnomos
Agropecuario y 

Viaje Los Santos-Natt
 

a las cooperativas Erick del 
Valle, Los Productores, La
 

5/15 Visitas 

Constancia, and Natariegos Unidos
 

Viaje Nata-El Valle
 
n de datos de la encuesta 

en el alojamiento
5/16 	 Revisi

n 

6

con la Cooperativa Agricola 
Los Libertadores
 

Reuni6


n de datos de la encuesta 
en el alojamiento
 

5/17 	 Revisi6


Viaje El Valle-Pana.U
 
Reuni6n con IPACOOP/Pana'
5/18 

Entrevista con Rodrigo Spiegel
 

n de datos de la encuesta
USAID: revisi6	 y f-mcionarios
de Credito Asociativo con BDA, 	Jefe5/19 	 Reuni 6 n 
USAID: computo de datos de la encuesta
 

n con COAGR0, con Gerente 
y funcionarios
 

5/20 Reuni6
 encuesta

USAID: computo de datos de I& 
 funcionarios
 

n con FEDPA, Sub-Gerente y
5/21 	 Reuni6


USAID: computo de datos de la encuesta
 con-
USAID para informe verbal sobre 

5/22 	 Reuni6n con funcionarios de 
n
clusiones de la eveluaci

6


Sigue el computo de datos de la encuesta
 

Salida de John Hatch, Panama-New 
York, Braniff
 

5/23 	 sacar saldos de prestamos
de FEDPA para

n con funcionarios5/24 
5/25 	

Reuni
Reuni 

6

6 nes de Dr. 
de FEDPA, BDA, y IPACOP

funcioneriosLanao con 

para recolectar estadisticas 
faltantes y saldos de prestamo 

de Lr. Lanac, Panar.g-Lima, Braniff 
979 

5/26 	 Salida 

http:Palmef.os
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FOLLOW-ON RURAL COOPERATIVE DEVELOPMENT PROJECT
 

LOGICAL 

P R 0 J E C T E L E M E N T S 

PURPOSE 


To increase the net income of small- and medium-sized 
farmers and ranchers who are members of rural coopera-

tives. 


Definitions 

A "small" farmer is a rural producer with title, rental, 

or usufruct to less than 5 hectares of land; a "medium" 

farmer: 5-19 hectares.
 

A "small" rancher operates a herd size of 10 animals or 

less; a "medium" rancher U-20 animals. Definition ap-
plicable to beef and dairy cattle only. 

B. OBJECTIVES 


1. To provide sufficient credit to rural cooperatives

and sub-borrowers, on a timely basis, for production 

credit, operating capital, and infrastructure/equip-

ment investment.
 

2. To strengthen cooperative organizations that show de-

ficient social and economic performance 


3. To promote cooperative integration, by type and by 

region, based on the sharing'.of ecdnomic and social
 

FRAMEWORK
 

OBJECTIVELY VERIFIABLE INDICATORS OF ACHIEVEMENT 

A.1 An average annual increase of 20 percent in the net income
 
of rural families receiving production credit under the 
Project, measured by: 
-Net income per balboa of expenditure (.980 baseline = 

$0.67, average of 8 crops, $1.65 livrstock average); 
-Net income per hectare of crop enterprise financed 

(1980 baseline = $928/hectare average for 8 crops); 
-Net income per head of livestock enterprise financed 

(1980 baseline = $68/head average for beef and dairy). 

A.2 An average annual increase of 10 percent in the membership

of rural cooperatives participating in the Project (1980 
baseline = COAGRO: 8,000; FEDPA: 16,000). 

A.3 A 25 percent total increase in the percentage of small
farmer members and users of production credit (1980 base
line: .43% of total7membership). 

B.1 Each year at least 80 percent. of co-op member demand for 
credit (total value of approved loans) is satisfied.
 

B.2 Approval of requested loans by co-ops to fiduciary agent

(BDA) do not exceed average delay of h5 days.
 

B.3 For all assisted cooperatives, by the end of the Project

a minimum of 25 percent financial autonomy (membership
 
equity as a percentage of total assets), monthly meetings
 
by co-op committees, and an active membership education
 
program.
 

http:sharing'.of
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1. To provide sufficient credit to rural cooperatives
 
and sub-borrowers, on a timely basis, for production 

credit, operating capital, and infrastructure/equip-
ment investment. 

2. 	 To strengthen cooperative organizations that show de-
ficient social and economic performance 

3. 	To promote cooperative integration, by type and by 

region, based on the iharing.of.eodnomic and social 
services. Economic services include joint biying,
selling, processing, transporting, etc. Social ser-
vices include education, training, technical assist-
ance between co-ops.
 

4. To strengthen the recruitment, training, and mobiliza-
tion of IPACOOP field staff to provide more effective 
services to co-ops on a decentralized basis. 

C. 	OUTPUTS (ACTIVITIES AND SERVICES) 


1. 	Revolving Credit Fund 
-COAGRO affiliates receiving loans 

-FEDPA affiliates receiving loans 

-Consumer cooperatives receiving loans 


2. 	 Special Assistance to Co-ops with Deficient Performance 
-Cooperatives assisted intensively 

-Per Cooperative Assisted: 

Membership education activities organized 

Co-op level accounting courses organized 
Co-op level workshops-on credit. project.design, 

management, and evaluation 
Completed audit, findings discussed with co-op 
Follovwupivisits by auditors per year 

3. 	Cooperative Integration
 
-No. of "model" cooperatives assisting weaker co-ops 
-No. of weaker co-ops assisted 


4. Institution-Building Components
-Man-months of external technical assistance to COAGRO, 
-Agronomists assigned to cooperatives on a subsidized basis 
-Farmer-paratechnicians assisting with technical supervision
-Managers and accountants assigned to co-ops on an interest-free loan basis 20 
-in-service training of IPACOOP field staff (av.20 days per year): persons 10 

4-- -4 '4 

B.2 Approval of requested loans by co-ops to fiduciary agent 
(BDA) do not exceed average delay of h5 days. 

B.3 For all assisted cooperatives, by the end of the Project 
a minimum of 25 percent financial autonomy (membership 
equity as a percentage of total assets), monthly meetings 
by co-op committees, and an active membership education
 
program.
 

B.A Existence of at least six "mini-federations"! built around 
"model" co-ops which offer smaller and weaker cooperatives
of the same type or region a variety of support services. 

B.5 By the end of the Project, the existence of four regional 
IPACOOP offices. Of the staff of each office, a unit of 
four professionals will work exclusively with co-ops di
rectly assisted by the Project. 
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Co-op level workshops-on credit project. design,

management, and evaluation 
 3 36

Completed audit, findings discussed with co-op 1 12
Follovi~.up;.visits by auditors per year 2 2h 

3. Cooperative Integration

-No. of "model" cooperatives assisting weaker co-ops 
 11 

-No. of weaker co-ops assisted 
 20 


4. Institution-Building Components

-Man-months of external technical assistance to COAGRO, FEDPA, IPACOOP 
 2h 

-Agronomists assigned to cooperatives on a subsidized basis 
 20

-Farmer-paratechnicians assisting with technical supervision 75
-Managers and accountants assigned to co-ops on .an interest-free loan basis 20
-in-service training of IPACOOP field staff (av.20 days per year): persons 40 
-Advanced management training: persons trained 1 36 
-Vehicles individually assigned to IPACOOP field staff and nat.supervisors 35 

D. -INPUTS (BUDGET) 

1. Revolving Credit Fund ($9,000,000 increment)
-Refinancing of COAGRO's commercial debt $3,000,000 

-Resources to be lent to COAGRO affiliates 
 2,500,000 

-Resources to be lent to FEDPA affiliates 
 2,500,000 

-Resources to be lent to consumer cooperatives 1,000,000 


2. Special Assistance to Co-ops with Deficient Performance Indicators
 
-Fund to support co-op level education activities 56,000 


3. Cooperative Integration ($200,000)

-Fund to support inter-cooperative education programs and tech.assistance 
 16,4OO

-Fund to'finance research and development of joint economic activities 20,000 


h. Institution-Building Components ($2,000,000)

-External Technical Assistance ($1,000/month) 168,000

-Agronomists ($400/month x l14 months/yr x 20) 112,000
-Transportation/honorariums for farmer-paratechnicians($600/yr per PT) ,45,000
-Managers and Accountants (20 x $ 400/mo.x 14 months) 112,000 
--In-service training of IPACOOP Field staff ($ 400/yr x 4o) 16,000
-Advanced management training ($ 6 00/yr per person) 21,600
-Vehicles: initial purchase cost ($10,000 each) 360,00
-Vehicles: gasoline and minor maintenence ($1,500/yr. each) 52,500

-Mis celaneous . 50,000 

10,023,500 
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