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Loan Proqram (PPEA)
I. The Land Sale Guarantee 

This fifth and probaly final 
trip to work with the Land 

Sale
 

Guarantee Loan Program or Programa 
de Promocion do Empresas Agri­

colas (PPEA) was considerably different 
from the previous four visits
 

The intent was to continue 
to provide
 

from expectations.
as well as 


the areas of farm 
to program technicians

on-the-job training 
in 

the use of records in 
planning, farm and financial management, and 

However, it soon became apparent 
performing the management function. 


that the PPEA now has none of 
its staff assigned to nor responsible
 

for farm and financial planning 
and management aspects of the 

farm
 

Therefore, there was no one
 
cooperatives enrolled in the program. 


on the PPEA staff to work with or 
to train. There were some with
 

assigned respon­who had these a, ?v,7 .r 
ps sing cur !itn but no one 

sibilities.
 

PPEA does have a Planning

One word of clarification is in order. 


Department with four people but its 
main responsibility is to fill
 

out in a routine manner many of the 
forms that were initially developed
 

for making a farm and financial plan. 
Initially, the idea was to use
 

the loan request to financial
 
the plan for two purposes: 1) to use as 
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institutions, and .2)to use as a management 
tool to evaluate current
 

A4
 
practices and to assist in modifying 

and improving future plans. 


The
 
indicated, this second objective has 

been completely discarded. 


Planning Department is concerned 
only with preparing loan requests 

which 

this work is largelyfarm plans. Since 
are incorrectly referred to as 

out a set of forms by using standardized 
estimates of costs and
 

filling 

returns, with little or no modification 
for specific farm characteristics,
 

there is little for the Planning Department 
to do aside from making
 

correct arithmetic calculations.
 

There is also an Accounting Department 
whose primary function is the
 

It makes no pretense of recor­
preparation of financial balance sheets. 


ding either physical or financial data that 
could be used to evaluate
 

Likewise, there is no one who has the responsibility
farm practices. 


for obtaining data on actual production, costs, 
and returns in both 

physical and financial terms to use in assessing what has occurred and 

how to modify future practices. The outstanding example is that not even 

production and yield data for each cooperative 
are available to the
 

they continue to use standardized yield 
esti­

planning department staff 


mates even for those cooperatives that have been 
in the program for five
 

or six harvests.
 

no one to work with in the areas of farm planning,
Since there was 

asked by the AID representative
farm records, and farm management, I was 

in Guayaquil to review to the extent possible the progress 
made anil the 

The rest of the report is therefore my evaluationpresent status of PPEA. 
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The opinions expressed are
 
Qf the program as I saw it in April 1975.

-
2/
 

krgely personal ones since I had little 
contact with PPEA staff.
 

of the kind I
told Chat no records or data existedwas]Furthermore, I 

felt were needed to make a thorough review 
of progress made by the
 

(This latter item of no available data is, 
of course,
 

qooperatives. 


My focus was the preparation

ard evidence and not a personal opinion.) 


.4nd use of farm plans, development and 
use of a farm record system, and
 

financial viability of the cooperatives. The subjects treated in my

the 

fQur previous reports are, to a large extent, 
the basis for this evalu-


ti.Qn and a rapid skimming of them would provide 
useful background for
 

;adlng this report.
 

. Rice production is very Profitable: That in one sentence tells
 

The major part of the loans made under the
 thQ story of PPEA. 


p Qgram are for production credit and there is at 
least a 40 per­

qgnt, and in many cases an 80 to 100 percent, "profit" 
margin
 

3/
 
This means that for each dollar
4ovQ the cost of production.7 

pent in producing rice, the expectation is a return 
of $1.40 to 

from the sale of rice. Even if "profits" were zero (that$O..OQ 


kq,, that the 40 to 100 percent were reduced to zero), 
the plan
 

xoI0d still be viable, the loan could be repaid, and coop
 

ioembers would probably still have higher incomes than they would 

the absence of the program, since they have alreadyhive had in 


bcn paid for their work.
 

Prior
S.have tried to present observations in a frank, open manner. 

the Director ofto leaving Guayaquil, I discussed these ideas with 

PPEA and he regi!;tered no objections to any particular part of 
the
 

review. 
be the actual/ II: have not reviewed all the plans Pnd 40 to 100 may not 

limits but they are the profit margins in some of thelower and.upper 

plans I reviewed and illustrate the point.
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This situation also allows for a 40 to 100 percent margin 
of
 

It is not
 error in formulating the plans for production loans. 


likely that some adverse combination of costs much higher than
 

estimated or revenues (yields times sales price) much lower 
than
 

estimated would occur to such an extent that absolute 
losses would
 

Therefore, there appears to be little probability for
result. 


-default on most .production loans, with or without assistance 
from
 

PPEA technicians, unless there is a very drastic drop in rice
 

prices (which seems unlikely in Ecuador in the near future) and
 

provided the cooneratives do not have other heavy debt burdens.
 

2. 	 To simplify the presentation of loan requests, it would be
 

appropriate and much simpler to determine a fixed amount of credit
 

per hectafe that would be loaned for each hectare of rice planted.
 

The amount might vary from zone to zone and for the "verano" and
 

Coopera­"invierno" if there is sufficient difference in costs. 


tives would then automatically be able to,borrow any amount per
 

hectare up to t~is maximum with nothing more than a statement
 

from the program director that the cooperative intended to
 

plant the stated number of hectares of rice. This would eliminatc
 

-

a lot of unnecessary and useless "plan" preparation.A Provision
 

might be made to enable coops to request amounts in excess of
 

this maximum,should special situations warrant a larger loan.
 

(I can't think of any situations that would justify a higher
 

amount and such a provision may cause problems rather than
 

prevent them.)
 

This idea was discussed with Augusto Bueno, Manager of the Guayaquil
 

branch of the Banco Nacional de Fomento and he appeared to accept the
 

idea.
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3. Infrastructure and machinery loans are more difficult 
to assess 

and require individual evaluations of costs and benefits 
for each
 

While there is a large margin for error (safety) in pro­
loan. 


duction loans, such may not be the case fo)" long or medium term
 

loans and greater care needs to be exercised to 
insure that
 

future income will in fact be sufficient to repay loans for
 

The margin for error in production
machinery and infrastructure. 


loans can rapidly disappear with over-commitment in 
machinery
 

and infrastructure loans.
 

At the start of the program, procedures Lad been developed 
and
 

incorporated into the "complete" plan to evaluate the economic
 

feasibility of these investments and the ability of the cooper-


A review of several current plans now
atives to repay all loans. 


neither the previously developed procedures norindicates that 

any other relevant ones are being followed to determine the 

economic payoff on these inventments. A crude estimate of 

"profitability"-is made to demonstrate that income will be 

This is based on the assumption
sufficient to repay the loan. 


that the 40 to 100 percent "profit" margin mentioned earlier will
 

continue. If, however, some or all of this margin is needed
 

to repay production loans (because the actual situation turned
 

out less favorable than the plan), it cannot also be used to
 

repay long term loans.
 

Words of warning or caution may be in order concerning the
4. 


financial responsibilities facing cooperatives when the grace
 

period ends and they must begin to repay machinery and infra­

structure loans. The granting of a grace period is based on
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the assumption that the income from medium and long term invest­

ments is too iow in the first year or two to permit loan
 

repayments but that income will increase in later years to a level
 

that will enable the loan to be repaid. because of unexpected
 

increases in rice prices, net returns to rice producers have
 

been higher than expected and in some cases would have permitted 

repayments to be made on medium and long term loans during the 

grace period. Instead of using the unexpected income in this way, 

coops used it to make additional investments. One cannot be sure 

what will happen to the price of rice in Ecuador in the next two 

to five years. It seems fairly certain that the world price will 

decline but since the Ecuador price is still below the world 

price, a drop in the world price may.not affect the price of rice 

in Ecuador. 

However, it would appear to be very desirable that cooperatiVes 

review their debt structure to check on the assumption that 

expected income-will be sufficient to meet both current expenses 

and debt repayment after the grace period ends. This, of course, 

should include all debts since some cooperatives now have loans 

from more than one source. 

On my last visit, February 1973, the idea of preparing a monthly 

cash flow for each cooperative seemed to have been accepted, 

but if ever put into practice, was discontinued and no one in 

the program now knows anything about it. I again recommend 

that a cash flow be prepared for each cooperative. It should 
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be rather detailed for the current year, and then extended with
 

much less detail to the end of the repayment period for all
 

medium and long term loans to determine, at least on paper,
 

that 	money will in fact be available to repay loans on the
 

dates required.
 

6. 	 The program has no memory!
 

Aside from the personal experiences gained by program technicians.
 

PPEA is operating with no more information today than at the
 

time the program started. Since not many of the original staff
 

are still with PPEA, there are few personal experiences to draw
 

on.
 

An illustration of the lack of memory is that the first couple
 

of farm plans for San Felipe (one of the first cooperatives in
 

the program) could not be found. They apparently no longer exist.
 

Since they were not in the office files, I was unable to review
 

the progress made by this cooperative from the time it entered
 

the program.
 

Another illustration of lack of memory is that, contrary to the
 

terms of the initial AID loan agreement, no records are kept of
 

farm operations. A financial balance is prepared, as required
 

by national law for all cooperatives, but nothing is recorded
 

relative to actual costs and farm practices used. There is not
 

even a record in the Guayaquil office of the actual amount of
 

production harvested for each crop of rice.
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infotmation on
 
As there is no attempt made to 

record any

7. 


there is no 
or farm practices, likewise

farming operations 

an 
tie part of PIEA technicians to provide 

attempt made on 


As near
 
to farm and financial manaqomelnt.relative 

in no one on the program staff 

assistance 

as I could determine there 

ol these aspects.nor identified an workinqassis[ned to 

There is a planning department as indicated, but their 
task is 

almost mechanical
plans (which appear to be done in a 

to prepare 

abstract manner) which are based principally 
on standardized 

costs, and returns 
on levels of inputs,

costs rather than actual 

specific to each cooperative.
 

There is also an accounting office, but 
its responsibility is
 

8. 


and prepare financial
record financial transactionsprimarily to 

to how these records might be used 
sheets without regardbalance 

no toGiven this situation, there was one 
as a management tool. 

train inq and/or d(eveornont of Imtnrovcd 
work with relative to 


use.
fm ans and farin 	 record; and their 

second visit to work with this program in 
In the report of my 

April, 1972, I wrote:
 

"One very heartening aspect of the program at the 
present
 

are now being
time is the fact that excellent farm records 


be a big help in
 kept on San Felipe...They certainly will 


preparing a plan for next year as well as providing valuable
 

information for making management decisions."
 



11owever, in November, 1972, I wrote, 

90od feel for the condition of accounts 
"I was unable to gct a 

but I have the uneai;y feeling that they are 
now being kept, 

not as good a! they could or should 
be and that at the end of
 

of thecomplete record 
the crop season there will not be a 

followed iII producing the crop...
inputs u!:.d and the practice!; 

recor­
the record nystem i; deniqjiged to facilitate the 

Unleis 

ding of the kind and amount of resources ue;od, thi-; very uneful 

be available for use in
and Important information will not 

planning next year's operation." 

correct and areBoth of thene ob!;ervation!; teem to have been 

Eveni though there are no farm recordsapparenitly still correct. 

maintained by IPPA ntaff - the Guayaquil office dce:; iot even have 

record!; of alnoulnt.; of rice harv,;ted for e,=ch coop -- I made a 

!;y;tem am1, found 
visit to Sam, Felip)e to check on their record 

it operative and quite !Amilar to the one =nt iomied in zny April
 

1972 repoit (the report: pr (p, red by atit'h ind icate.d f';C; l lipe
 

had no -;y ;tvm of farm record!;). The main differene be.ing that 

now no one in PITA hI,!; anythilnq to ((o with it mnd m:,; no uno 

to the Cool) or il fornol at ingof it in providing a,.: i:;tancv 


while. program tichn iciarvi ire
future pl an; -- my gu.:; n i.; that 


aware that nome kinId of record!,r. be i g kevpt on Saln l'lipe,
 

or ih.re thoy
no one ha:; any knowlidti of thle kind of record!; 


Could o found. Thil Nituat ion 1;uggeje-t;n that unfortunttely my
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Srotonso 


" "farm 

'' 	
.. . ' :( ':, -I:- .- 'f]i ' t D > 

> f: :(_,f Y {s . : ' , :, 7 * 7 . : : 

applie t: P A to
second oboervation of tNovembor 1972# an; 

correct today. In N~ovember 1973# there
San Folipot is oven more 

at least some recognition of the need, for this type Of 
was 

seems 	 to have passedl for, as mentioned, noactivity,. This 
....
..
"~~~~.n........
isnow boing mado within PPEA to provide assistance in
 

and financial planning and managem-nt nor to 	ue aotual farm 

"ach of.axporioncon coop-in devoloping farm plans for the coming 
o ac ----	 4 4 ,a. 

to the fact that rice production has 
99. 	 ILechaninatlon - Partly duo 


full costs have not boon
 
been quite profitable (and also because 

tor medium 'and long term loano).paid 	because of grace periods 

coopi have had considerable cash balances rt the end of each 
scme 

harvest season. Hechanization has eaways had a certain appeal ­

partly because of being identified with status and high income. 

also 	makes possible getting workMecahnization, theoreticplly, 

andone faster and bettor. As a result, there appears to be 

implicit assumption of "the bigger, the better." It is this 

:oassumption on which I wish to comment. " 

in my opinion, some degree of .mechanisation is necessary on many 

to keeof thoese rice cooperatives# but an effort should be made 

. .chine ste and Invstment as low as sosible rather than have e 

lare machines with excess capacity., This is suggested for two 

roasonst 1) to keep cooporativo debt levels as low as possible 

for the cooperatives, and for the Government to consorve foreign 

as much as possible the substitution"changes and 2) to minimize 


of mchinos for labor.
 
A.A77 ...>	 , 7I•d* 7 7 A'" : " :7 ': r" : 



At the procant time there appears to be much interest in imsPotting 

big oombin- harvastorn which would replace considerable amounts 

of labor And require large Amounts of foreign exchange# M4Y 

suggestion would be to use smaller thresher. that would roquiro 

loe foreign exchange and also utilize more labor. I do not 

Mo tectOntention -that­the labor,suRly -ls so small- that.-rice 

cannot bo of octivoly harvested without the use of cambine-harvestor 

•he burden of proof should be on the proponents of this argument 

' to prove, through a set of calculationst that the labor require-

Ments for different methods of harvesting exceeds the available 

labor supply for all harvesting methods except combine harvesters. 

Unless this is in fact the case, mllor less costly machines 

should be used. 

I. Aahrultural OlOmment and Diversifigation- Won prormi (KyA) 

" . Very little time was spent with this program tor It was oponly 

. staitd that PDD has no provision, for providing assistance In farm 

planning and farm management to farmers participating Li the program. 

N Loan requests are prepared with no protns that the requost will be 

* used for any purpose other than to provide the information required 

by leading institutions. Likewise, it was made clear that the 

topohnical assistance provided Is primarily related to purely 

agronmic-biologicalf physical aspects oX crop production and does' 

not Include assistance in areas such as farm planning and farm and 

finanoial managemnt. 
* 4. 
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- part from tho fact that many farmears particularly small farmaras 

ould benofit consaLdrably from advLce on matters relatod to farm 

planning and farm and financial managements the lack of concern with 

those Issues has created some potentially harmful aspects to tho 

*program. I write "potentially harmful", for I do not wish to pro­

dit-doom and- iilUvre;whether loans are sucossfu4l.y repaid wt 

farmers in an improved financial position will be moio a function of 

events outside PD than detorminod by the actions of program 

personnel. The fact remains howover that because no attention is 

given to farm and financial management aspects, certain practices 

are allowed to occur that violate widely accepted rules of good 

financial management. Should profit margins for oilseed crops fall 

(because of falling product prices and/br rising production costs), 

those farmers using Improper financial practices will be in a more 

precarious position than might have been the case If they had 

. . folliwed good far and financial managemnt principles. Some of 

the areas of my concern follow o, 

- -~ 

I. A widely accepted rule Is to consolidate crodit rather than 

borrow from different lenders for each need. Yet PDDh arranges 

Oredit only ftr thO production of the four oilseed crops with 

which It Is concerned. Itgives no attention to other credit 

1needsof the famer-coopertors. The loan requests do not even 

list the existence and amount of other outstanding loans. 

2. Perhaps the reason that no attention is given to existing 

debts and credit noods for othor parts of the farm business is 

that MOA is concerned only with that part of the fArm operation 
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that produces any of the four oilseed crops included in the pro­

gram. it completely ignores what goes on in other parts of the
 

This means that no attention is given to how
farm operation. 

non-oilseed crops are gr)wn in other parts of the farm or to what 

happens during the season when oilseed crops are not grown. This 

likewise, violates -rinciples of good fan manag -nt since net 

farm income and efficient allocation of resources can be maximized 

only if all farm activities are coordinated and worked into an 

overall plan.
 

An exzmple of potential danger: Several loan requests that I
 

reviewed included loans for both production costs and infrastructure
 

income from oilseedor machinery. Some rough estimates of future 

ve costs. Iproduction indicated only a very slight margin ab 


pointed out to project personnel that only a very small decrease 

in price or yield!; would result in inadequate income to cover ail 

Costs, including loan repayment. This caused no surprise nor 

dismay, for the nswer was that oilseed crops are grown in one 

ceason and other crops are grown the other half of the year and thcZ 

fore I had not included the income from thene other crops in my 

estimate of income. I was told that income from the second crop 

would b(! rmore than enough to oif!; , any unexpected drop in income 

from oil,;cd crop!-. 

Such rea!;on illo 1:; all the Inore frighteling! 

It relis; on Income from other farm operations to help repay 
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loans made for oilseed crop production (this suggests to me that
 

oilseed crop production is not a profitable operation and that
 

program personnel suspect it but will not openly recognize 
it)
 

Since no attention
The additional income is just assumed to exist. 


is given to a consideration of total farm costs and returns, 
there
 

is no determination of how much income from the production of
 

other crops would be available to repay medium and long term 
loans.
 

Furthermore,it is almost certain that at least production 
credit
 

would be required to produce these other crops; yet, no consider­

ation is given to how, where, or under what terms this additional
 

credit would be obtained.
 

3. Since the simple, uncomplicated farm plan that is now pre­

pared serves no purpose other than as a loan request, it could
 

be made even more simple. Each year standardized production costs
 

and returns are prepared in cooperation with lending institutions
 

to determine the maximum production loan per hectare that these
 

institutions will provide for each of the four oilseed crops.
 

The loan request could then consist of producers requesting
 

any amount per hectare up to this maximum times the number of
 

hectares to be planted. This would be certified by the program
 

director that the farmer did indeed intend to plant the stated
 

nunmer of hectares of oilseed crops.
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Medium and long term loans are being 
made for machinery


4. 


and infrastructure but I was not able 
to locate any calculations
 

made to determine whether the income 
generated by the investment
 

Nor were the program
 
was sufficient to repay the-investment 

costs. 


people I talked with able to explain 
to me the procedure used to
 

The answer
 
assess the desirability of making such 

investments. 


that these calculations were 
was that such analyses were made but 

on file with the credit institution.
 

No records are kept of such things 
as production practices


5. 


and costs, yield levels, prices paid and 
received, and end of
 

year net income position. Without collecting and using this type
 

of information, program technicians have 
no way of adding to their
 

knowledge concerning the effectiveness 
of alternative practices
 

At the very minimum, records should
 on the farms of their clients. 


With just a little more
 
be readily available in the office files. 


effort, production costs (in both physical and money terms) could
 

also be recorded. After each harvest, I think it would be very
 

useful to array the yields for all farms in 
the program from
 

lowest to highest and send this information to 
each farmer with
 

his yield level identified. A similar array on costs could also
 

be made. This information would show farmers what is possible
 

and how well they did.
 

The oilseed program staff should undertake a serious 
self­

6. 


of their program to understandstudy of the purposes and functions 

how their specific activities contribute to achieving 
program
 

objectives. My cursory review indicated three general areas of
 

activities:
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a. solling the program to farmers - trying to convince farmers 

to grow oilseed crops
 

b. assisting farmers in obtaining credit for (i)production
 

of oilseed crops and (ii)infrastructure and machinery purchase
 

c. providing advice on technical aspects of oilseed crop
 

production
 

Some relevant questions to consider might be the follouing:
 

a. Can the advantages and disadvantages of producing oilseed
 

crops be adequately presented to farmers without indicating how
 

oilseed crops fit into total farm operations? The net income
 

earned from total farm operations that include oilseed crops needs
 

to be compared to the net income position when oilseeds are
 

replaced with some other crop.
 

b. Can farmers obtain credit easier and quicker through PDDA
 

than by going directly to credit institutions -- for production
 

credit, for infrastructure and purchase of machinery?
 

c. Mat are the dangers in encouraging farmers to fragment 

their credit by obtaining credit for oilseed crop production 

without considering credit needs for the remainder of the farm 

business? 

d. If the main part of the program is providing technical
 

assistance on production aspects, might it not be better to largel1
 

contain the program to these aspects and leave the credit function
 

to financial institutions?
 

o. To what extent can technical assistance be provided without
 

some consideration given to farm management and farm financial
 

aspects?
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f. 	Should farm management and financial aspects be included
 

If so

in the technical assistance services provided farmers? 


should all program technicians have these skills, or 
should the
 

program have specialists in these areas to serve farmers 
in
 

addition to the other specialists?
 

7. Very little time was spent on the cacao part of the
 

program and I have just one observation to make. ht the time the
 

program started, cacao prices were considerably lower than they
 

Therefore the foregone income from rehabilitation and
 are today. 


renovation of low-producing cacao plantations was less than it
 

now is. in view of this situation, I suggest that costs and
 

benefits from replacing old or low producing trees with new
 

It may well be
plantings be recalculated using current prices. 


that practices that were profitable a couple of years aqo are
 

not the appropriate practices today when cacao prices are high.
 

Changing price relationships mean that each year practices need
 

to be evaluated to determine the correct course of action for
 

existing and expected prices.
 

I1. Discussion of Agricultural Sector Loan
 

In Quito I reviewed preliminary drafts of an agricultural sector
 

We discussed
loar proposal with Bruce W. Blackman and Allen C. Hankins. 


agricultural development opportunities and problems that are likely to
 

be encountered in the formulation and execution of capital and techni­

cal assistance programs for Ecuador.
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1. 	AID programs are to be specifically aimed at.helping
 

(Snide answer- a
small farmers, but Who is a Small Farmer? 


small farmer is someone under five feet in height.) The
 

answer to this question is more difficult in Ecuador because
 

of the very different conditions in the Sierra (minifunda)
 

and the Coasta where the problem is not shortage of land but
 

rather land inaccessibility and large numbers of landless or
 

hired laborers. Part of the problem is shortage of capital
 

needed to develop the land or lack of transportation to reach
 

isolated land areas.
 

There difinitely is a "small farm" problem in the Sierra
 

and the small farmer there can be fairly easily identified or
 

defined and his farm described. In the Sierra, development
 

programs should be (and probably are) aimed 	primarily at
 

improving distribution of income and wealth. Issues involved
 

here are land ownership patterns and rights to work land, income
 

distribution, wage rates and employment, and access to or dis­

tribution of a whole host of social services such as education,
 

health, government, housing, water supply, etc.
 

The problems are different on the Coast and therefore a
 

somewhat different approach may be desirable. More attention
 

to and emphasis on production in contrast to distributive
 

aspects may be the appropriate approach. This, it seemed
 

to me, was the approach being taken by the 	Government of
 

Ecuador. In the context of trying to increase output, con­
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sideration would be given to improving the social and economic
 

well-being of those in the lower income groups, but these
 

were secondary goals to be achieved while striving to attain
 

the primary goal of higher output. This strategy resulted
 

in GOE programs on the Coast having little of immediate concern
 

for "small farmers" - in fact the type of agriculture on the
 

Coast may be such that farms of (say) under five hectares are
 

very few in number and may be more rural residences thaiA
 

providing thu major source of family income.
 

2. While the primary objectives of development programs
 

may be different for the Sierra (aimed at helping small farmers)
 

and the Coast (increasing output), it nevertheless may be
 

possible to have generalized programs that can serve both
 

regions and also contribute to the attainment of both objectives,
 

'This could be achieved with several kinds of development assis­

tance. Three are mentioned to illustrate the kind of programs
 

that are needed; additional ones will probably also be needed.
 

a- prograns to insure markets at winimum prices for any
 

and all amounts of output farmers wish to sell. The need
 

for this kind of program is illustrated by the current lack
 

nf markets for corn and soybeans.
 

b- programs to provide an assured supply of high quality
 

inputs at the time and place farmers need them, and companion
 

programs to enable farmers to acquire the inputs needed for
 

efficient production. These latter are usually developed
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They are included here to emphasize
as credit programs. 


that credit in itself is not an input to the production
 

it is more a lubricant to facilitate the
 process --


Credit programs,
acquisition of purchased inputs. 


especially those aimed at small farmers, therefore,
 

should be developed for the purpose of helping farmers
 

acquire the kind and amount of purchased inputs needed
 

to improve their farming operations.
 

c- programs to demonstrate and teach proper method of
 

water use and water control. Such programs are needed at
 

both the level of water shed management and at the indivi­

dual farm level. 

In Ecuador, as in most places, the availability and3. 


knowledge of new and improved methods and technology is a
 

requirement for agricultural development to occur and this
 

usually comes from research. Programs to improve the level
 

and scope of agricultural research in Ecuador are therefore
 

essential if rapid agricultural development is to occur.
 

While most research turns out to benefit primarily large
 

farmers, conceptually there is no reason why research cannot
 

be designed to serve the needs of small farmers. Therefore,
 

AID support for improved and expanded research should insure
 

that research projects and experiments are directed towards
 

finding solutions to problems of small farmers rather than
 

those of large commercial farms.
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Mechanization can be used to illustrate the 
difference
 

Research
 
between appropriate and inappropriate research. 


on and development of large scale machinery 
and equipment
 

should definitely not be carried out if the 
research is to
 

benefit small farmers. Rather, research time and effort
 

should be limited to the development and use 
of equipment
 

that is suitable for small farms.
 

In general, research to benefit small farmers should
 

concentrate on developing improved farming systems 
and
 

For
 
techniques that minimize the use of purchased 

inputs. 


example, weed control through crop rotation, irrigation
 

methods, and tillage and other labor using practices 
in
 

place ot using high cost purchased herbicides. High yielding
 

plant varieties shouldibe developed that require minimum
 

changes in present farming practices rather than necessitating
 

the early HYV's did.
radical changes in farming methods as 


4. Mechanizatio;, may become a problem, particularly on
 

the Coast, if the trend to more and bigger machines continues.
 

Farmers mechanize for one or both of Lwo reasons:
 

a) to increase output and/or yields through the use of
 

new, improved technology that requires mechanization as
 

part ot the package of improved inputs.
 

b) to reduce labor requirements by substituting capital
 

This would be done either 1) to reduce costs
for labor. 


when wages are high relative to capital (strange as it
 

may seem this is not an uncommon situation in labor
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surplus LDC's particularly if subsidized credit is used
 

employmentfor machinery purchase, and/or 2) to lessen 

-- it is easier to deal with machines than a
problems 


largq number of hired workers. Another reason may be to
 

get a given amount of work done (e.g., land preparation
 

harvesting, etc.) in a shorter period of time to facili­

tate double cropping, eliminate rain damage during
 

This, however, could be considered new
harvests, etc. 


(a) above.
technology and therefore as part of 


I would argue that government policy should insure that
 

capital-labor price relastionships encourage the maximum use
 

of labor. Mechanization should be profitable to use only
 

when it is an essential part of a bundle of inputs used to
 

obtairn higher levels of output; it should never be profitable
 

to use machinery purely as a substitute for labor.
 

I would also suggest that farm mechanization research be
 

restricted to develop and experiment with machines and equip­

ment suitable for small scale farming.
 

5. It may be desirable for the loan request to explain
 

or describe the concept and meaning of the word "cooperatire"
 

as used in Ecuador. The meaning is considerably different
 

than that associated with it in the U.S.
 

6. In dveloping a loan proposal directed toward small
 

farmers, it should be recognized that the government of Ecuador
 

has no specific programs on the Coast aimed at small farmers;
 

therefore, if the loan is to reinforce GOE programs, there
 

are no small farmer programs to support or strengthen. This
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should not mean that the incomes and welfare of small farmers
 

cannot be improved as the result of a Icn program. It just
 

means that direct benefits may not exist or may be difficult
 

to measure. Secondary benefits however should be great enough
 

to justifl a program.
 

Small farmers would benefit from programs that would help
 

bring about:
 

a) assured markets for their output at guaranteed, minimum
 

prices -- this would require a competent and reliable price
 

support-storaqo operation.
 

b) input availability at the time and places required, with
 

some means (credit, delayed payment, script, etc.) for farmers
 

to Dbtain possession and use of the inputs.
 

c) improved water management and use for the entire water­

shed as well as for individual farms
 

d) improved transportation and communication systems
 

e) research that is orientated toward small farm situations.
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The purpose of this trip was primarily to 
work for a week or two 

with the person responsibla for preparing plans for the Land 
Untortunatnly, shortly beroro my

Sale Guarantee Loan Program. 
 shifts that affectedseries of personnelarrival there was a 

the program invarying degrees. The most drastic was the resig­

notion of the Director of the Land Sale Guarantee Loan Program. 

now Minister of Production was appointed 
and shortly

Inaddition, a 7U restock -and the ­s ~A divided into tworiculture -and:s ri............. 
also 

thereafter, the Ministry of Production was 

Ministry of Industry and Foreign Trade.. 
The Central .ank 


new head and
 
was reorganized and in the shift the Trust Fund got a 


ne of authority

somewhat different alignment relative to 

its 

a 
 Changes such as these are to be expected
and manner of operation. 

'and should not interfere unduly with continued 

successful project

* 


developments.
 

InmY case, however, ,they assumed an exaggerated 
importance,
 

particularly inthe case of the Land Sale Guarantee Loan 
Program.
 

y first week followed the resignation of the 
Director of that
 

'Program and therefore, coincided with the indefinitaness 
associated
 

no mora than execute
 with a temporary acting director who could do 

Inthe long run, a teorary slow
 routine aspects of the program. 


-down during one week fs of little 
importance; in the ctext of a
 

As in other visits,
 
two week assignment, it looms rather large. 


t however, even though I would have liked to have accomp ished more, 
I
 

I feel that Iwas able to accomplish something worthwhile. 

,continue to have much optimism and rnthusiasm for the success 

of
 

it can make to increasing rice
 the-program and the.contribution 
product on and improving the lot of the members of 

the cooperativos
 
p
participating inthe program.
 

Since I spent about equal time with both programs* 
Iwill bagtn
 

the report with comments that should have 
some relevance to both
 

programs.
 

1, While the staffs of both prograis are 
physically located in
 

the same office, there appears to be little 
comunication and
 

This-isunfortunate, forLI think
 exchange of ideas between them. 

the oppoptunity exists for each program 

and the.staff members of
 
-- to­

-- from the Directors to the field staffs
both programs 

greater exchange and discussion of problems.
benefit from a 


proceduros. and operations of each of the 
pro rams than now take
 

This need not (and probably 
should not) be on a formal
 

basiS, rather an informal exchange of ideas and 
discussion of work
 

plans and operations should be encouraged.
 
9.
place. 


* " 
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2 .Consideration should be given to jointly carry ing out cortain 
operations oi, functions,. Several possibilities that readily come 
to mind are listed for consideration; they are not listod as 
something that should be done without considering the pro's and 
con's of such Joint action. 

a) Several times I have suggested that benefitsccould be 
had from dotomining the total quantities of inputs (fertilizer,. 
seeds, pesticides, fumigation, etc.)-that program borrowers will 
use and negotiate prices for a bulk purchase. The sare could be 
done for product sales. Itwould seem that even greater advantages 
could be obtained if inputs purchases and product sales were negot­
lated Joi ntly.for both. programs... . 

b) While each program has somewhat different formal, contractual
 
arrangements with the participating Financial Institutions, there
 
probably issufficient similarity to consider doveloping and using
 
common forms and practices such as the loan application and system
 
tef authorizing disburserents. Other practices may also be noted
 
that could serve both, programs equally well.
 

c) Publicity - to a considerable extent both programs have 
the common goal of improving the economic well-being of small 
farmers, yet farmers do not have equal access to both programs.
The Land Sale Guarantee Program serves only rice production
cooperatives and the Agricultural Development and Diversification 
Program (ADDP) deals only with smill and medium sued producers of 
oilseeds and cocoa. Both pro rams my be much more readily under­
stood ifpublicity brochures inoluded infomation on both programs. 

S d) Administration - Itmay be possible to achiov, not only
 
increased economy but also improved services by having one set of
 
administrative personnel, such as project accountant, secretarial 
staff, legal services, garage and motor repair services, etc. 
While the potential benefits may be great, however, there isalsothe poasibillt of greator confusione mix-ups, and delays, that
 
might result inhi her costs; therefore, this proposal merits
very careful consideration before betngimlemnted.
 

3. Both programs place a high priority on keeping farm records,
but I have the feling that there is insufficient appreciation
 
or knowledge of how -to use far records.r Part of My,&sfgnmont 

Was to train soma or all of tei staff in the use and purpose of
 
farm records. Whlo progress has been made fn this regard, there 
is still wich t9 be done, inthe meantiio, I think the process of 

• learnig can be eiproved and speeded-up by a continuing interchange
between the staffs of the two programs on their respective use, 

• 4 0 
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following section

SL. 2sses aiid difficulties with farm plans. The 
form and use of farm plans. A general

contains some coimmnients on the 
is that farm plans and records appear to be usedobservation 

as if they were fixed and frozen rather than
mechanically and treated 
as a flexible tool. 

The development and maintenance of a good system of farm4. 
records is usually incl.uded as an essential part of a credit system
 

question how essential
for small frmrs. However, it may be useful to 

small credit
farm records are 	 for successful operation of farmer 

number of credit 	programs now. 
programs, for it is quite likely that the 

operating without maintaining a system of farm records exceeds those fo 

which records of borrowers' farm operations are kept. While farm 
inforiation, such information becomes

records can provide much useful 
a trained person 	summarizes and analyizes the

available only after 
neither have such a trained person

records. Ilost credit agencies 
do they attempt to summarize or use whatever on their staff nor 

both programs are attempting to
farm data are kept. Fortunately, 

or all of their stiff in this regard. Record keeping
train rome 

the records are summarizedis not a very useful -practice unle~s 
idea of credit

and used. Therefore, while I strongly endorse the 

agencies developing and maintaining a system of farm 
records, the
 

should be a function 
form and completeness of th-. record system used 

that and will be made of the records after they
of the use can are
 

taken, rather than determined by no more specific goals and
 
ind such information would be nice to


objectives than that such 
have and may be useful.
 

is to be a function
If the kind and amount of farm data to be kept 

of the data, then the types of records
of the use that will be made 


determined jointly by the farm supervisors (to reflect tha

should be 
kind and amount of information they feel can be recorded and that will 

farm borrowers) and by the
be of interest and use to them and the 

for and interest 	incentral staff personiel (to reflect their need 

various kinds of 	data). If this procedure were followed, it is 

quite likely that the farm record system would be quite simple at 
a great'amount of

the start of the 	 program and would not call for 

use made of the information contained in the


information. As was 
fan records, however, the desirability of modifying and expanding 

kept would probably become apparent.the kind and amount of data 
it is quite likely that some information originallyFor example, 

to of anyoneturn out be no use tothought to have some use Would 
on the 'other

and should therefore be dropped from the system; while 
previously anticipated would be identified

hand, the need for data not 
should be made for expanding the record system to

and provisions 
collect new types of data. Under this process, the farm record 

and usefulsystem should gradually become a fairly complete highly 
system.
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Applying this line of .reasoning to the far plans and record system 
for the Land Sale GuaranLee Loan Program suggests that these plans 

and records are much too complex for the program at this time, for 
aside from serving as the basis for the loan application little 
other use is now being made of the farm plans and records. One reason 

be their co,;plexity and the lack of comprehension amongfor this may 
I fear that the ADDP mayproject personnel on how to use them. 

that will be more complex andalso be (leveloping a set of plans 

call for more information than the staff will use.
 

My plea is not to forgo collecting useful information, but rather
 
to keep the forms and process simple; and as the need for more
 

information is recognized, the record system should then be expanded to
 
fill this need.
 

too optimistic5. I have cautioned both programs about being 
levels expected from farm operations.relative to yield and income 

Even though actual perforimance of borrowers in the Land Sale Guarantee 
Loan Program has improved over what it was before entering the 
program, actual performance has not reached the level stated in the 

this lower than planned for perfdrmance has notplans. So far, 
caused any problems, for the margin of profitability or the 

was large enough to meet loandifference betw-;een costs and returns 

repayment costs ever) with lower than planned for levels of output.
 

I have not calculated the percent by which borrowers failed to
 
in the Land Sale Loan Program, butreach, planned profit levels 


from my brief contacts with the ADDP I feel fairly sure that if
 
the proposed tentative ability to repay loans for oilseed crops
 
and cocoa based on existing costs and returns estimates were to fall
 

short by the same percentage as has occured in the Land Sale
 
Guarantee Program that repayment ability in the ADDP would be very
 

as aquestionable. I want to emphasize that I am not making this 
of caution of some 	 typesstatement of fact, 	 but rather as a word 

be made and how one program can beneficof calculations that should 

from the expericnce of the other.
 

6. 	 As a further word of caution against the tendency of showiny how
 
can be on the basis of "paper plans" I want to
profitable farming 

on this matter.include some ideas 	I have presented elsewhere 

Loan programs, such as these two, are developed to provide financing
 
to adopt "improved technology"
for the purchase of inputs required 

morewhich is supposed to increase output and, in turn, income by 

than the increased cost of the additional inputs. Tile new, higher,
 

extent to which Lhe "improvedprofitability then 	 is a function of the 
technology results in higher yields and the corresponding change in 
costs and returns over the traditional methods. Since- these programs 



te "improved"farmers, it means, that 
are for small to mediui1.sizd 

Inust be successful when used 
under conditions facing
 

technology entire bundle of 
small to medium sized farmers. This means that the 

be identi fi cJ 
the "improved" technology must 

practices associated with so that the correct process describedin the productionand -"eir use deterlmine:anner. Toa step-by-stepfolloJod in alsoproc~ouro c'.n be 
"improved" technolo(iy, it must 

the increased profitahility of the 
from the iii)'roved systemreturns

be possible to calculate-costs and 
costs and returns from traditional methods. 

and compare them with the 

to continue their tradition.%.In many cases, small farmers would prefer livingif standards ofsure even
life which is fairly safe and 

way of gro. th
Because of society's interest in 

are at fairly low levels. thosethat encourageare developedhowever, programsand developiment, 
sector to modify their existing 

practices or to
 
in the traditional Those
 

increase output and productivity.
in order to
adopt new ones 

using traditional methods are encouraged to adopt improved 

practices
 

because of the beneficial impart (probable but by no means sure) they
 
more
 

the adopter, but more importantly, 
because of the 


will have on In this
have in the aggretate. 
certain beneficial imp.act they will 


to gain more than the individual, 
but the
 

case, society stands 

the greatest portion of tile risk. 

individual bears 

to me that in many cases small 
farmers are 

Furthermore, it seems as a preconditicil 
encouraged to adopt technology, or forced 

to adopt it 


for participation in loan programs, 
but the administrators of these
 

of the 
little faith in the probable success 

programs have such 
of the risks. This, I
 

technology that the adopter must 
bear all 


suggest, should be changed.
 

new (improved) technology
the adoption of 
Credit programs that require or 
as a precondition for participation 

in the program should bear sor.e 

use of the new technolc'_.Y­

all of the risk of failure associated with the 

In the case of credit programs 
for small farmers, credit is often
 

of the credit be used
 
granted only on tile condition that part or all 


to purchase specified inputs 
and that tile traditional, fairly safe,
 

method of production be replaced 
by improved technology that 

has the
 

potential may or 
potential for much higher levels of .output. This 

or conplctelyfactors within the control, 

may not be realized due to the credit 
beyond the control of the farm borrower. liowever,while 

success of the new 
sure enough of the probability of the 

theagency feels all risks connected with
its adoption ,technology to insist on fully borne byhave always been

and use of the new technologyadoption and that any
is that this be changed

My suggestionthe borrowe,; - tihe urv*2 borrower, related to 
worsening in A- , financial pcsition of t1

if not in full, by 
of the r,ew technology, be borne at least in part, 

This needs to be qualified, of course, to except
 
the credit agency. 
 It would
 on the part of the borrower. 
tbPse cases due to negligence 



to pay
Where yields did not increase enough for 

include those cases to weather hazards, 
new technology Ci ther due 

the cost o[ applyin( the to the new technologyof response
price Chanes, or simply lack 

risis , i t isadverse such a program of shared 
for no apparent red!ofl. Under 

be less prone to recommend the 
my feeling that credit agencies would 

more proof than thcy now have 
practices withoutadoption of various the conditions in which 

that practice under 
of the profitability of 

operate.small farmers must 

previous visits a tentative target date 
7. Prior to my departure on that the status of 

This time it was decided 
set for my return. aestimatewas was difficult to 

was such that it
work on both projects that it would be preferable riot 

return (late and therefore,tentative arises, either or bothneed 
to set a date. Instead, whenever the 

a request to AID for 3dditional 
are to transmit program Directors 

I emphasized the continued 
personal interest I have in
 

assistance. continuing relationahip betwveen AID and 
both programs as well as the 

stands ready toUSDA
Department of Agric-ilture whereby

the U. S. 
provide specialized agricultural 

expertise whenever requested.
 

Therefore, additional. USDA 
assistance is a,.ailable to 

either or both
 

will be made available at such time that 
These servicesprograms. to AID. A lead tire a specific requestboth programs makeeither or 

of five to eight weeks is suggested.
 

LoanProgram
Land Sale Guaranty 


i. Existing plans for the nine cooperatives %.,ere 
to be reviewed and
 

It was recognized
 
revised to more nearly reflect 

actual conditions. 


that the standard plan now being 
used was not very well suited 

for
 

those six cooperatives %.,hose members work their own 
individual plots.
 

Therefore, the original plan will 
be modified for these six
 

A less complicated plan will 
better fit the needs of
 

cooperatives. 
A version of this simplified 

plan was
 
these six cooperati'es. 

worked out with Ramon ",Iesa.
 

way of learning the process 
of planning, Carlos Lozano 

was
 

to work 
a 
with Ramon Meza to revise the plans for the 

nine cooperatives
 

This should provide sufficient 
opportunity to
 

2. As 


now in the program. 

learn how to deal with variations 

that exist from cooperative 
to
 

Carlos Lozano would then become 
responsible for prepar­

cooperative. In the
 
new cooperatives that enter 

the program. 

ing plans for the 
future, plans are to be modified 

to the extent necessary and 
desirable
 

particular cooperative.
to fit the needs of each 

by Carlos Lozano,
plans will be prepared in rinal form

3. While the Likewise, the
 

he will need close collaboration 
from the field staff. 


it should be unless the field staff
 
not be as useful as
plan will 

understands the meaning and purpose for 
each sub-part of the plan.
 



Farm records are to be kept current. This will be the
4. 

but again the close cooperation and 
responsibility of Ram6n flesa, 

understanding of the field staff is needed.
 

to be made to obtain records on San Felipe
5. Special efforts were 

past t%:o crops so that romplete records of 
for at least the 

costs and returns would be available for 
production practices, 

in future planning.
analysis and use 


6. Steps were to be taken to have copies of all 
important and useful
 
office for use by

records and documents available in tile Guayaquil 

program personnel. 

and records with theneed to review farm plans7. Program leaders their 
field staff at frequent intervals for the purpose of guiding 

help them acquire additional
work and also as a training device to 


skills in farm management tec,.niques and analysis.
 

Diversification ProgramAgricultural Development and 

be different in
1. Even though the final form of the plans will 

this program fromn those used by the Land Sale Guarantee 
Loan
 

to discuss problems, procedures, uses,
Program, it should be useful 
etc., of preparing farm plans with personnel from 

the other Program.
 

to be given to the kind of farm records that will
 2. Attention needs 

obtained.be kept and how the data will be 

likely prevail
3. Because of the quite narrow profit margin that 

.ill 


for most of the plans, it would be advisable to anticipate partial
 

case income is in-.
failure and consider what steps will be taken in 


sufficient to meet scheduled debt payments.
 

4. In the case of cacao, it was agreed that price data would be 
This would provide some
far back to 1960 as possible.
plotted as 


basis for projecting cacao prices into the future.
 

field staff have vehicles
5. It would appear imperative that the 

visit their clients quickly and efficiently.to enable them to 

a ( 



THE LAND SALE GUARANTEE LOAN PROGRAM 

LOAN PROGRAMAND DIVERSIFICATIONAGRICULTURAL DEVELOPMENT 

Report of Third Visit - November 1972
 

by
 

Wade F. Gregory
 

This.report attempts to present 
some impressions on the present 

status
 

The Land Sale Guarantee Program
 
of two different but related loan 

programs: 


(for which this is my third review) and the Agricultural 
Development and
 

Since there
 
Diversification Program, which 

is just now getting under way. 


is both the need and possibility 
for complementary between these 

two programs,
 

both parts of the report may be 
of interest to those working with 

only one
 

of tie programs.
 

Land Sale Guarantee Loan Program
 

Farm plans
 
The program has made much progress 

since my April visit. 


for nine cooperatives had been 
prepared and submitted to institutions 

for
 

financing, and loans for these 
nine cooperatives were approved 

by the end
 

(In a few cases, disbursements 
have not yet been made because
 

of October. 


of delays in getting all necessary 
papers signed, but temporary 

interim
 

that work could go ahead). The 
usually made

financial arrangements were so 

loan requests for these nine farm plans amount 
to over 18 million sucren
 

(about US $7, )0) or around one-fifth of the total loan. Given that the 

AID loan was to be disbursed in five years, it appears that the first year 

at least from the standpoint of allocating funds 
was in fact a good year, 

loan.under the AID 

Servircn,the Economic Renenrch 
author, an agriculturaL economist with

1/ The with USAID ltitinlon In (;tatysiutl
of Agriculture, was on TDY

U.'S. Ih1partment 
22, 1972.to Novemberfrom November 5 



I shall not dwell long on 
those parts of the program that merit praise
 

and commendation; for 
my task was the less desirable 

one of identifying weak
 

However, I do want to at 
least
 

spots and suggesting ways 
to improve them. 


higher
 

mention that program 
personnel should be congratulated 

(and paid 


Among these accomplishments, 
I
 

salaries) for their many accompliallments. 


an intangible sense of 
drive, purpose,
 

would list as one of 
the more important, 


There seems to have 
been
 

and progress in getting 
the overall program 

moving. 


This drive
 

action toward achieving 
specific goals on 

many different fronts. 


seems to have emanated 
from the Director of 

the Program down to 
and through 

I would list this 
drive and 

the activities of 
the entire program 

staff. 

accomplish­
as a very significant 

that got the program moving, 
determination, 

ment. 
those specific parts 

of the
 

The following observations 
are related to 


to cmphazizeI wantbe made.could some improvementsi thinkwhereprogram improvementthat needaspectsprogramidentifying
again, however, that in 

On the contrary, 
the overall program week. 

a ts that I find 
in no way sugge 

I think it a strong, 
viable, and successful 

program.
 

The plans an presented to institutions for 
financing leave much 

Farm Plans in -
in arithmetic, inconsistencies 


Some plans contain 
errors 


to be desired. 

of the plan, and 

sub-parttson variousinformationincompleteconcepts, theseGiven 
and actual operntions.

plan contentsbetween,dicrepancicr 
not have been made.

couldthat sotunld Joann
concludeone mayinadequacies, plnIninFgplan!, nod the 

uven thouglh the 
is the Cn", for,

feel thiI do not nnrtho plannJin general 
are 

I think that
improvements,need tinoprocess thstenougih)productivethe invetitimentis
(and fortunntulYrealityenough to 

'79 
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even 	with the limitations indicated, the loans still appear to be financially
 

sound. These suggestions are related more to the need for improvements In
 

the planning process from the standpoint of using the plans as a management
 

tool rather than from the point of view of correcting or preventing unsound
 

financial loans from being made. (If the technical coefficients used in
 

the 	plans are anywhere near correct, there is no doubt that the planned 

investments are financially sound. I have no basis for not accepting the
 

technical coefficients as correct. Time alone will tell whether in fact they
 

are correct).
 

1. Prior to submitting plans, they should be completely checked to
 

° 
insure that they ar tree of inconsistencies and typing and arith­

metical errors.
 

2. 	 Plans should be presented in such a way that the source of each 

and every number contained in the plan is easily found and under­

stood. Then, even though one may not agree with the actual magnitude 

of the tunbers used, he will still be able to understand and evaluate 

the source and manner in which the numbers were arrived at. 

3. 	The plan for each cocperative should be specifically related to
 

that cooperative. Th- general format of the plan was developed
 

to cover all aituatiois and therefore probably does not exactly fit
 

in all renpects the needs of any one cooperative. Hence, the precise
 

plan for each cooperative probably needs some modification from
 

the general format to make it better fit the specific situation 

of that cocperntive. Thin han not been done to date; rather each 

part of the general plan has been completed iar all cooperatives 

regardless of whether that part had any relevance to a particular 

cooperative or not. 

' 	 3'/
 



4. 	 1 have the feeling that the plans are very much the work and 

ideas of the program technicians rather than the ideas and 

desires of the cooperative members. I am sure production and 

income on the cooperatives will be higher in the next few years
 

because of this; however, there are also disadvantages related 

to this method of plan preparationsand I think the disadvantages
 

probably exceed the value of the larger production and income
 

resulting from this prucess. The disadvantages are the lack of
 

ooperative development and incorporation of cooperative members
 ..

into the decision making process. Unless they participate in .he 

planning it is doubtful whether they will feel much responsibility 

for the success or failure of activities undertaken. I realize 

this observation on the extent of member parti(-pa-ion is almost 

completely subjective and that the "Actas" of the cooperative 

meetings indicate that "members were given the opportunity to 

question the plans but that everyone was in agreement and the plans 

were unanimously approved."
 

My guess is that most members did not know enough about the plan 

to question government people from Guayaquil who had promised them 

all that money and the good things that go with it. While I have 

some specific recommendations for various aspects of the program,
 

for this other than to urge that coopera­unfortunately I have none 


tive members be brought more fully into the decioion making process.
 

if this can be done, I think it quito possible that future loans
 

may be smaller and immediate production increases not no rapid.
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However, (say) five years from now, these cooperatives may be
 

in a much better position to manage their own affairs with
 

less outside assistance than they would be otherwise. It is 

also quite likely that the total income earned by cooperatives 

in these (say) five years would also be less as a consequence of
 

less direct program intervention by program technicians in
 

directing members' decisions in the planning process.
 

5. 	Initial plans should include data on actual land use, costs and
 

returns for the cooperative for the period immediately preceding
 

its entrance into the program. This would provide information on
 

the level of practices coop members were using prior to receiving
 

a guide on how big a step is needed in
loans and also serve as 


going from the present level of technology to the adoption of the
 

full set of improved practices incorporated in the plan. It
 

would also serve as a point of reference in any future evaluation
 

of the progress made. It would show increases in land area
 

brought into cultivation and investments related to increased land
 

use, changes in yields, costs and returns, and the overall financial
 

improvement of the cooperatives.
 

6. 	More attention needs to be given to an economic analysis of alter­

natives. 	 To date, an analysis of alternatives only consisted of 

for two or three differentcalculating total conts and returns 

planted to crops and telectingestimates of the number of hectares 

one of them. However, I suggest that an analysit; be made of many 

(all) different types of decisions. For example: the effect of 

providing infrastructure on the increased number of hectares
 



available for crop production, costs, returns, use of labor,
 

need for hired labor, tractor use, etc; whether to buy or rent
 

a tractor; and of course, the effect on labor use, income, risk.
 

etc., in determining the appropriate level of land use.
 

7. 	At the present, all plans provide for loans covering 100 percent 

of all costs. (It should be noted, however, that this has been 

used to establish a line of credit and that so far cooperatives 

are not borrowing the full amount specified in the plan, but only 

the amount actually deeded. It is probably desirable to have 

such an extra margin of safety at the beginning of the program). 

However, with the experience gained to date, it is probably 

possible (and I think highly desirable) to amplify the plans to 

chow what part of total resource cc:ts will be provided Ly Lhe 

cooperative and what part will be financed by loan funds.
 

8. 1 have never been satisfieu with the idea of paying cooperative 

members for the work done on the cooperatives. To me, Lhls treats 

cooperative nembero as hired workers, and as such they are probably 

more interested in their daily wage than in the nucceso of the 

crop and the final production. If members' income were primarily 

the result of the net income of the cooperative (as determined by 

the difference between value of snalen and coats including loan 

repayment), they may be much more interested in participation in 

plan preparation and entering into the decifilon making provnn and 

thereby become more aware of the connequenceq of thvir individual nu 

well an group actions. Members, courne, would ned nome kind of 

financial advance to live on until harvest time. Several i'.gentions 
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were made concerning this in my first report; these I will 

not repeat here. 

B. In the introduction to this part of the report, I mentioned the 

need for program technicians to make better use of the plans as 

a management tool in their work with cooperative managers. To 

this end, I think there is the need for a better recognition 

and understanding that the plan consists of several sub-plans. 

For example, there should be a sub-plan for the use of each of 

the major resources or inputs; land, labor of cooperative members 

and their families, hired labor, tractor and machinery, purchased 

inputs, etc. There should also be sub-plans for each crop or 

enterprise. The larger plan then tics together or consolidates 

these various nub-plan for resource use and crops into a consistent 

cootdlnated farm plan for Lhh entirte enterprite. 

This overall plan therefore consists ntot only of the kinds and 

amounts of various resources needed and how to combine them, but 

also includes the financial plan of how these resources will be 

paid for. In contrast to the shorter time period appropriate for 

v e of the cub-plans, the final plan should he for a full year. 

( '( " (In those canes where 13 or 14 months are needed for two harvests 

t a year, the overall plan should be for thin period of time). 

11 q My recommendation here In that program technicians- recognize the 

several ways they can ure tie plan in providing technicll alsint­

anco to cooperatives and their membern and also that thot.r preparing 

7 
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the plan keep this use in mind at the time tile plan is preparied. 

The plan can and should be siomething mure than just a I-et of 

papers submitted to financial agencieg to obtain a loan. It 

should also be a working tool for program techniciana to help 

as,,nistance to the cooperatives.
them provide day-to-day technical 

now the Guayaquil office of
9. 	 There is sufficient experience for 

to start pulling together cormmon experiences from
the program 

each cooperative and to put thit Infornmation at the dinpotial of 

ins tance, when the program ntarted 
all program technician-i. For 

of inputs for the various
there wan no accepted recorvendation 

-;taff used the 
crops and the correaponding yieldn. The program 


In poanlbl!,
beat information available. It now however, to 

compare the level of input'j ut;ed in the nint dflifferent p1ae. 

the plannt for the stame crop
variation exitaistaong 

variation. A!i time goe: 

Considerable 

without any explanation given for the 

are 
on the actual level of Itiput :i tued aid 

on and data/accumula teul 

can do ,a n:,ih betttr Job 
yields realized, progrium technici nii 

of uiir Itzing and comparlijn informa­
of planning. Thin proceisJ 

coopernttivesj udautild become nil 
tion and reatilta oil the varlou.a 

on-going activity of the central off ice in Guayaquil. 

pla.nn need to be prepared. For mo.it coopt.rative':. at 
10. 	 Long term 


for which addtitontl infra-itrtictire iti propo.ied,

least thone 

o" yearn.brotght lt o titi 	 oV'r it period
additiontkl land 	will be 

for only one year a d the-refore
Prenent plalin , however, arc 

fully uied. Now that 
do not uhow how 	 or when tll land will be 



the program to well under way, I suggest that in addition to 

the preparation of annual plans, as is nov being done (with 

the modifications uSugested), a subsidiary long-term plan 

also be prepared, This long-term plan would be loss detailed 

* using principally Annual estimates in contrast to monthly data, 

- anwould_.b, a year-by-yaar description or estimation of -­

steps that would be taken each year to bring the cooperative 

Into full production. The period of this long-term plan would 

vary from cooperative to cooperative depending upon the esti­

* 	 mate of how many years are needed to brig all. lend Intu full 

A word of caution here may be ipproprIate: this long-term plan 

should be looked upon wore as a general gulde rather than some­

thing that will be followed exactly. It should be revised each 

yesi along Vith the preparation for the eunual plannd hope­

-fully the second year of the long-term plan would be fairly 

c to 'the annual plan that is Hlow­aloe prepared for that year. 

ver no one should be alarmed that If what actually happens 

I4n 	(say) the fifth year is quIts different froe what Is on­

* 	 tained In the first lon-term plan for that yer. 

bcord System- The keeping of accurate, detailed records neds to be an 

integral part of the proglrm. The record system should be designed not only 
, to record fnancialersoctions and the flov of money but also to record the 

kind and amount of physical resources useds Iwas unablestoeot agood feel 
* 4+ 

Lot the condition of accounts now being kept, but I have the uneasy feeILg 

that they are not'" pood ps' they could or should be and that at the and 

"+ 	 + * L *+ * * 

I 

V 	 4t.., 	 Cl : 4" . L 
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of the crop season there will 
not be a complete record 

of the inputs used 

This does not imply that 

and the practices followed 
in producing the crop. 

there will not be adequate 
financial records to document 

that funds were 

However, unless the 

properly used and to calculate 
costs and returns. 


record system is designed 
to facilitate the recording 

of the kind and
 

amount of resources used, 
this very useful and important 

information will
 

not be available for use 
in planning next year's 

operation.
 

A contract has been signed 
with FENACOOPARR for it to 

be responsible
 

on the six coorcrntives 
that are members of
 

for the record-keeping 


This may help alleviata 
work pressure on the technicians 

in
 

FZNACOOPARR. 

doubt
 

However, in the hope that 
by expressing a worry or 


the program. 


that I have that it will 
then not come true, I make 

the following comment:
 

its members
 

to date, the accounts FENACOOPARR 
has maintained or assisted 


These are
 

in maintaining have been 
principally financial balance 

sheets. 


neceusary, and relatively 
simple to traintain compared to 

accounts recording
 

whether FENACOOPARR at 
this moment has the
 

My worry is 
resource use. 

ability to provide the kind of assistance required 
to keep records on
 

I was impressed with the spirit 
of wt.lling

hess on the part 

resource use. 
and have no doubt 

of FENACOOI'ARR personnel 
to modify their existing 

system 

they in fact do not already
thin ability (if

can developthat in tioie they 
noon enough

ability will be available 
My worry is whether this 

have it). 
f. thin first year'sb'e obtained

the needed inforrmation will 
to insure that 

experience.
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Tie-in Between Plans and Records - Farm plans are a description of what
 

is intended to happen during the course of a year, the beginning of which
 

is some future date from when the plan is made. It is almost certain that
 

due to circumstances beyond anyone's control, as well as imperfect know­

ledges that not all events described in the plan will be realized exactly
 

as stated in the plan. This should be expected. However, there should be
 

a record of the actual outcome and how it differs from the plan. Depending
 

upon how great this variation is, a new or modified plan should either be
 

prepared or the variations merely noted in the records. For example, due
 

to delays in the approval of loans and disbursement of funds, some cooper­

atives were not able to plant the area of land specified in the plans.
 

However, the actual level of operations being carried out by these cooper­

atives is not readily available in any of the records or plans I saw.
 

Instead, the original (outdated) plans are still the documents being
 

referred to. They need to be revised to reflect the actual 4ituation.
 

Tfis does not mean that the original plans were not good; but rather,
 

because of circumstances beyond the control of program personnel, actual
 

land use changed from that contained In che plans. While these changes
 

were made in rict, plans were not reviudd to reflect these changes.
 

It shoL-d be obvious that plans cannot be changed continuously. I
 

would suggest that they be revised to reflect actual area planted and that
 

from that point on, any changes be noted through the system of records
 

rather than further modification on the plan. However, technicians should
 

make continued reference to what the plan suggests in terms of resource use,
 

what has happened as described in the accounts, and what needs to be done
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This
 
as determined by the actual situation 

in the fields and elsewhere. 


means that the accounts must be 
kept current and there there must 

be
 

the plan
the type of information contained in 

some relationship between 

and that in the system of accounts. 
To assure this, there must also be
 

communication between those responsible 
for plan preparationfor plan
 

record keeping.
execution, and for 


that I sensed a lack of 
In my first report, I wrote-Program Control 

the work being done throughout the program. I 
"checks and controls" on 

now think the reasons given for 
this feeling at that time have,for 

the
 

most part, been corrected; however, 
I still sense a lack of sufficient
 

"checks and controls" and even 
though different cures are needed 

now, I
 

on this matter: 
would like to repeat what I wrote 

in the first report 


"There appears to be little review and checking 
of each other's work
 

This
 
to make sure that there are no 

oversights, wrong calculations, 
etc. 


In
 
sspect of review by one's colleagues 

I think is extremely important. 


this type of continual informal 
review, Lhere must also be a
 

addition to 

There
 

review and check by others higher 
in the administrative hierarchy. 


for it as
 
o_7 this being done relative to 

the need 
appears to be little 

by the large sums of money that 
are involved." I strongly suggest 

measured 

the development of more stringent 
"checks and controls." 

Plano - Approval has just been given 
of a Position for Preparing

Creation 
for the

will have the responsibility 
for the appointment of a person who 

desirable development.
This, I think, is a very

of final plans.preparation 
discuss nIternative

the "Jefes de Equipo" would
his work,As I vizualize 

work plans with members of the 
cooperatives and upon reaching 

some tentative 

would provide thin 
the kind of farm operation desired 

decision about 

12 jI), 



This person
information to the person responsible for preparing the plan. 


would then arrange the information in the proper form and make the needed
 

economic analyses as he proceeded to prepare the plan. Should he find as
 

a result of these analyses that some part or parts of the proposal (the
 

purchase of a tractor, for example) were not justified on economic 
grounds,
 

he would relay this information to the Jefe del Equipo who would in 
turn
 

discuss it with the members of the cooperative. They would then come up
 

In this

with another alternative to give to the person prepring the plan. 


way, the final plan would be the joint responsibility of the planner, 
the 

Jefe del Equipo, and !he cooperative members. This system should enable 

the plan to be made more easily and accurately, and also enable 
those 

responsible for the execution of the plan to devote more of their 
time
 

to the technical aspects of agricultural production.
 

As a further step toward getting
System of Centralized Automated Accounts ­

increased efficiency in.program operations, there is interest in 
automating
 

In theory this appears to be a
aqd centralizing the farm accounts. 


desirable action and, in time, as the programs mature, probably 
a necessary
 

step. However, I am hesitant to endorse this idea at the present 
time
 

because I feel that in the absence of a workable system and the lack 
of
 

knowledgeable people to operate such a system, that 
such a step at this
 

time would cause more work and provide less useful information 
than a
 

Perhaps in two or three years after a manually
manually operated system. 


operated system is working well, and the work is too great to be done
 

manually, it would be appropriate to automate it; but I doubt the advisability
 

of going directly to an automated system. In almost all cases for an
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automated system to work well, a manually 
operated system must first be
 

I think the program will still be small 
enough, during the
 

developed. 


manually operated system to be the most efficient 
and
 

next year, for a 


effective way to operate it.
 

an excellent
In my last report I wrote that "this is 
Transfer of Land ­

at
 
program that offers much hope for attaining 

considerable-success in 


(1)increased agricultural production, (2)
 least four important areas: 


higher incomes for present low income families, 
(3) increased employment,
 

and (4)an easy, effective way to transfer land to landless 
peasants,
 

thus helping to bring about part of the desired 
land reform." If the
 

plans for the nine cooperatives now included 
in the program come anywhere
 

near to being realized, the first three of 
these objectives will be
 

However, while still an objective of the 
overall program, the
 

realized. 


fourth area has received little or no attention.
 

Steps appear to be under way to insure the 
pur-


Attention to Marketing -


I would
 
chase of inputs and the sale of products 

at favorable prices. 


urge that these steps be made more explicit. 
However, it is possible that
 

with the start of the Agricultural Development 
and Diversification Program,
 

which has marketing as an explicit part 
of its program, that it can carry
 

The details of any such
 
out the marketing function for both programs. 


arrangements need to be worked out and 
responsibility assigned and agreed
 

to as soon as possible.
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In my April report I mentioned that personnel attitudes 
and
 

Salaries ­

morale did not appear to be as high as desirable nor as high as they 
had
 

been in November of the previous year, and that 
much of this could be
 

It appears thar low salaries still
 
traced to the low salaries being paid. 


persist, but for some reason, to the good credit 
of the staff, morale
 

appears to have improved and there is again an 
eagerness to get on with
 

the program and do whatever can be done.
 

a special program and as
 The Land Sale Guarantee Loan Program is 


The total salary cost
 
such certainly merits special salary considerations. 


of all technicians working in the program is 
certainly very low relative
 

to the amount of money for which they are responsible. 
From an investment
 

standpoint, it would appear to make good financial 
sense to protect the
 

investment by increasing salaries to insure 
that the program is staffed
 

by competent people and that salaries are high 
enough to hold these people
 

rather than have them leave for other higher 
paying jobs.
 

Future Work - Tentative agreement was reached that I should 
return around
 

or two to work with the person res­the end of January 1973 for a week 


ponsible for preparing pls. This work would 
consist primarily of re­

vising plans for the nine cooperatives now 
included in the program and in
 

the
 
preparing final plans for the new cooperatives 

that are to be added to 


program in the first half of 1973.
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Loan Program
 
gricultural Development and 

Diversificlatio 


the time of my visit.
 
This program was Just getting under way 

at 


Personnel had been recruited and my 
visit coincided with the first
 

My part of the training
 
orientation and training program 

for the staff. 


program was to discuss the preparation of farm plans 
and credit applications
 

that would be immediately
farm management

and general principles of 

of whom have had no economic
 
relevant to the program technicians, 

most 


The shortage of time prevented 
me from
 

or farm management training. 


giving m.ch attention to this 
latter item, however.
 

Because the progr-m is Just 
getting started (the program 

still did
 

to be principallywill havespace), my comments 
not have permanent office 

in an effort to try to
 

an attempt to anticipate likely 
trouble spots 


I make these ob­occurrence.
or prevent their 
reduce their importance 


servations, however, with some 
hesitation and many reservations, 

for I have
 

to document or back ther up; they are largely impressions 
that grow
 

little 

There­

of experiences and information 
of places other than Ecuador. 


out 


fore, it may be my observations 
that are incorrect rather 

than the parts
 

of the program to which they 
refer.
 

- The production of oilseed crops may not
 Goals (for oilseed crops)
Program 


I will comment
 
some of the goals of the program.

to achievebe the best way 

specifically on two of these:(l) 
increase employment and 

(2) improve efficiency
 

1/
of resource use. 


1/ The objective of conserving 
foreign exchange is another 

goal that is
 

It is very likely, at least for 
the next few years,
 

also questionable. rice 
that if land suitable for both rice and oilseed crops 

were planted to 
Im­be

foreign exchange position would 
instead of oilseed crops, the net 

oilseed crop, ind
than producing 

proved by producing and exporting rice by 

reducing vegetable oil imports 
by the amount of oilseed production.
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The basis of my comments is that much of the land in the area encom­

passed by the program is suitable for the production of both the oilseed
 

crops included in the propram (sesame, peanuts, soybeans, and castor beans)
 

as well as rice and/or cotton. Therefore, the choice must be made between
 

either growing these oilseed crops or some other crop, such as rice, coiton,
 

tomatoes, or rnelons. It seems to me that any of these latter crops require
 

higher labor inputs than does the production of any of the four oilseed
 

crops included in the program, with perhaps the exception of peanuts.
 

However, in the case of peanqts, there are indications that few fr-mers
 

iould be interested in growing them without considerable mechanization, and
 

if peanut production is mechanized, it also probably requires less labor
 

than alternate crops. Therefore, production of oilseed crops may not in­

crease employment on land suitable for the production of other crops. This
 

observation is not intended to discourage the program, but rather to try
 

to modify some initial goals that seem diffictlt or impossible to attain.
 

Similar comments can be made about the goal of imr-roving resource use
 

through the production of oilseed crops. Using net returns as a measure
 

of the efficiency of resr-urce use would indicate that land should be planted
 

to those crops that have the higher net returns. Information from the
 

Land Sale Guarantee Loan Program indicates that rice, cotton, and tomatoes
 

all have higher net returns than soybeans or sesame. These figures there­

fore suggest that production of oilseed crops may not make for efficient
 

resource use in those cases where rice and cotton can also be growa.
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increasing employment 
and
 

These comments on the 
difficulty Of 


use through the production of
 
ii.,proving the efficiency of resource 


l.aeed crops are not meant to suggest 
that the program is not a good
 

Instead
 
,.Ltram nor that it cannot be 

justified on economic grounds. 


there observations are meant to suggest that 
perhaps the program ought
 

to c.cplicttly recognize, that with the present state of knowledge, 
that
 

uses than the production of
 rhr are probably better alternative land 


these oilseed crops. The comments are also meant to suggest that caution
 

3h:iu.d be exercised in using program funds for 
the production of oilseeds
 

fact resources could be used more efficiently in 
the production of
 

if in 

other crops.
 

I am impressed by the very big differences between 
the
 

Ccoo Pro ram ­

cacao yields and income contemplated under the 
program and the 

ie,.I of 

This latter includes boL1,
 
lavcl actually produced under faim conditions. 


ery low average for Ecuador as well as experiences 
on "well-operated"


the 


If, with the assistance of program technicians, 
cacao
 

c-,..trcial ventures. 


pp .utionon small to medium sized fari..o can begin to approach the results
 

rrogram has estimated on paper, cacao production 
will be highly profit­

tP. 


While the gap between actual yields and projected 
yields is very


able 


great, the gap between actual cultural practices 
and projected cultural
 

Therefore, the challenge facing the
 practices is also quite large. 


its technicians can identify problems and
 program is to insure that 


They must not only be fully informed on the
 prov'dC workable solutions. 


of cacao production, they must also be able to 
convince
 

technical aspects 

cacec producers to adopt the recommended practices and make the 
associnted 

finenial investments. 

,:
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I
"Haste makes waste!"
ctLng Started - My admonition here is:
° 


c^'mend everyone in the program for their eagerness, 
drive, and hard
 

v.:k and for their willingness to accept work 
targets that would require
 

*:i= spending a lot of time beyond their normal 
work schedule. However,
 

I qeriously question the advisability of 
trying to go so fast and so far
 

the first six months.
 

Relative to the oilseed crops, wiich are primarily 
summer crops, my
 

suggestion is to concentrate on identifying 
farmers interested in producing
 

jiseeds and working with them in developing 
a production and financial
 

In the meantime, technicians
 
plan that would begin with the summer season. 


rculd provide technical advice to these 
farmers on whatever crops they
 

for winter crops

I would advise against making any loans 
Try.1ht be growing. 


Prior to starting loan
 
thi? year (January-June 1973) with one 

exception. 


on a large scale, it may be desirable 
to get some experience


oop.rntions 

For this reason, I think two or
 
in virking with lending institutions. 


tnree loans per technician may be advantageous.
 

In the case of cacao, the timing is different. 
The extent to which
 

c::trin tasks are accou?lished within 
the next weeks or months will determine
 

to r targe degree how fast the program 
can expand during the rest of the
 

in
 
year. Therefore, there must be more immediate 

activity and results 


nacao part of the program than that related 
to oilseeds. However, I
 

thb 


1 also caution against pushing the cacao 
program too faot or too
 

w*o1',


The real goal for the total program ought 
to be the status
 

vigorously. 


cf cacao and oilseed production five 
to ten years from now; not what happens
 

or the first three years. A slow, but sure, start that
 
ir the first year 
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,dnimlzes mietakes appears to me to be the best approach for a program 

.lk this. This appears better then one that moves faster the first 

j.-" but by doing so passes over the many problems that are bound 
to 

atlie without properly resolving them and thereby jeopardizes .the success 

of ,.heprogram in subsequent years.
 

20 
<I 



Guayas Basin, Fcuador 
ReporL of Second Visit, April 1972 

by 
Wade F. Gregory I/ . vlg 

This trip was a follow-up to work done in November 1971. 
 At that
 

time it was recommended that a training course on farm planning and 

farm management principles be given to technicians in the Land Sale 

Guarantee Loan Program that would enable them to (a) prepare more use­

ful farm plans and (b) provide to cooperative managers more meaningful
 

supervision ini the use of farm resources. Copies of farm plans and
 

records of famn operations for several cooperatives were to serve as the 

principal training materials for the course. These records and plans were
 

to have been. sent to -me and 
 also were to have been made available to
 

participants in the cour , several weeks 
 prior to the initiation of the 

course. However, delays were experienced in completing farm plans and in 

pulling together data on far.n operations and only partial plans for two 

cooperatives were sent to me. Therefore, the main focus of how my time was 

spent in Guay.-.quil changed somewhat from aimed primarily at teachingone 

principles, procedures, and uses of farm planning and farm management to 

the more immediate task of helping to complete at ].east one farm plan. 

Fortunately, before I left Guayaquil, we were able to prepare two farm 

plans in rough draft, one for San Felipe and one for Pedro Carbo. The
 

responsible program technicians should now be able to completely finish 

these plans and put them in a form rrady for submission to banks by the
 

end of the first week in .May. 

While not as much subject material was covered in the courge as 

originally anticipated, I thiuk the actual working out of the two farm 

Plans (lid pt. vidu a good basis for a better unders tanding by program 

1/ The author, an atricliltural economist with the Economic Research rervica,
U.S. l)cpaL,!'ent of AgrlCulturc., w;,s en TIM with U::All) 'isslon in Ouico and
 
Guayaquil from bpril 12 to !ay 5, 1972. 
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of agrictxtural planning.
tcch~nicians of the "what," "how," and "why'.' 

farm plans, attention 
In addition to the preparation nnd discussion of 

and use of farm records and the inter­
was also given to the 	keeping 

farm records and farm planning and how' Drogram
relationships between 

can use such information to increase 
technicians and cooperative i.anagers 

through iriproved use of farm resources.
income levels 

small number of 
One disappointing aspect of the course was the 

Eight people frL..a the Gunyaquil staff attended 
persons participating. 

one of these attended only a few hours 
at one time or another; however, 

persons attended more or lesson.and three others only off and Four 

staff, two people
all of the sessions. In addition to the Guaynquil 


from the office of Fondos Fiduciarios of the Central Bank in Quito
 

office
the seminar. One other person from that 
participated in most of 


to these, the Banco de Paciflco,

attended the first week. In addition 

a newly established private bank in Guayaquil, 
sent a representative to
 

most of the sessions.
 

last day of the course, the plan for the cooperative
The neyt to the 

Sari Felipe was presented to representatives of four private lending in­

stitutions interested in considering the possibilities c f lending the 

This presentation as 	 made 
capital required to implement the farm plan. 

entirely by personnel from the program, principally the coordinator of 

Ing. Augusto Bueno. The reaction by the bank
the program in Guayaquil, 


.ppeared to be quite favorable.
representativ(' to the plan 


of the program at the prei-ent time ir.

One very heartening aspect 

that farm are being kept on San Fclip(.
the fact excellent records now 
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rsuls o th 


deserves high commendation for his accomuplishments, Unfortunately,
 

since he has been worki o In the program only a short while, there had
 

not bon time to bring'all thn farm production and financalo 


Thoe ac te wok ad avic ofRamuon Mlesa Villa* w'ho
 

data
 

together until the course was half over* However# these data now servo
 

as excellent illustrations of what other cooperatives can and should do.
 

One day of the training course was taken over by Rean mea, who explained
 

the system of accounts In use at San Felipe. He also worked with the
 

roup in deciding what changes would have to be made to adapt this system
 

to git the particular situations of the other cooperatives. While 'the
 

system in use at San F.elipe builds up to i rather elaborate set of doublr
 

entry bookkeeping accounte plus supporting records of labor use, he
 

Indicated that one of the teen-age boys of the cooporative (with only
 

a few years of schooling) has bean able to follow the system and make
 

the appropriate entries with only limited supervision.
4J4 

The availability of these records at aD earlier date would have
 

made the preparation of the plan for San belipe nuch easier and also
 

ore reliable, They certainly will be a big help ia preparing a plan
 

for next year as well as providing valuable informatlon for making
* 

management decisions. In the next few weeks, Rnon Mea plans' to work 

with at least two other cooperatives, Pedro Carbo and Santa Isabelo to 

, set up farm record systems for these cooperatives. Since sam of thd 
1 

cooperatives to be included In the program are farmed on an Individual
 

basis, in contrast to farmLpS the entird land area cooperatively, attention
 
• .o 

,4' . .. . .. . . . 

f* 

0 



will also be given to keeping records on individual farms. In the
 

begi ming, this will be on a few farms and later expanded as more 

farmers are willing to cooperate in this phase of the program. 

The establishment of a position for the purpose of setting up 

and maintaining a system of tara records and the success that Ramon 

Meza has had in discharging these responsibilities suggests the ad­

one person responsible for the final preoarationvisabillity for having 

this task would notof farm plans. The appointment of a nerson to 

eliminate the need for all program technicians to understand and be 

involved in broad aspects of farm planning, but it would eliminate tile 

need for ill technicians, oler than the one assigned, to master the 

intricacies of all the foiris used In preparing farm plans. Under this 

propo:.al, the technicians a;ssigned to each cooperative would provide 

the person respon!sible for final plan preparation with the basic aspects 

of the farm plan, stuch as proposed land use and the inputs and yields for 

the crops to be grown. Tile planner woul then systematically organize
 

these data to prc.;ent an orderly, 2asily understood farm TAan.
 

In my Novembor 1971 report, I commented at some length on the fact 

that the farm plan!; at that time were too ambitious relative to the rate 

they proposed to transform tlt cooterativw; from present rather small 

operation- to out! uany time; larger in a period of one or a few years. 

Tb". pres.ent plan!. for San Felipe and Pedro Carbo are ceni;derably m..e 

realistic. They appear to b -;ufflciently anmhitimm in developing land 

modeqt enoul;hresources and rak';ing Income levtels but at the same time 

W4­
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JR that investment requirements and expanded operations should noi 
unduly stretch existing management capacity. 
I likewise think that
 
if for some reason these plans cannot be carried out with loans from
 
the program, they are small enough that private lending ii. -tutions
 
may be willing to make these loans as part of their 
own lending
 
program. 
This certainly should be true of Pedro Carbo for the total
 
loan requirement, including both production credit and infrastructive
 

coqts, is less than 200,000 sucres 
(U.S. $8,000).
 

Perhaps the most disturbing aspect.of the program relates to what
 
I call, for want of a better term, personnel attitudes. 
 In the November
 
report I referred to administrative deficiencies, some but not all of
 
which have been or are in the process of being corrected. I paid little
 
attention to administrative aspects this 
time and suggest that readers
 
who may have an interest in these refer to the November 
report for
 
detalsb. However, while I was not directly concerned with administration
 
and management of the.program, it became readily apparent that some of
 
the eagerness and enthusiasm that the staff appeared to have in November
 
had slipped away in the intervening six months. 
 The cause for much of
 
this change 
 is low salaries and the non-payment of "promised" additional 
staff benefits. (I write "promised" in this form, for I am not certain
 
whether firm agreements had been made or 
ttie extent to which personnel
 
assumed that firm commitments had been made. While the "legal" dis­
tinction may be great, the effect on morale and attitude is the same).
 

-5­

http:aspect.of


In November I was led to believe that salaries paid under this
 

program would be high enough to attract and hold highly qualified
 

technicians. Employees now report that their salaries are no higher
 

than they could earn elsewhere. One technician reported that the
 

salary paid him by the Ministry of Production was less than the Central
 

Bank (a co-sponsor of the program) paid some of its secretaries in
 

Guayaquil.
 

I continue to view this as an excellent program that offers much
 

hope for attaining considerable success in at least four important
 

axeas: (1) increased agricultural production, (2) higher incomes for
 

present low income families, (3) increased employment, and (4) an easy 

effective way to transfer land to landless peasants, thus helping to 

bring about part of the desired land reform. While, in some respects, 

the progidi, has not developed as rapidly as had been anticipated, it 

appears that a "take-off" is quite likely in the very near future. How­

ever, the program may need some nudging and perhaps a push from time to
 

time to keep it moving.
 

All parties concerned indicated that provisions sho-ild be made for
 

a return visit on my part; USAID/Ecuador indicated its willingness to
 

continue to provide my services to the program on repetitive short-term
 

visits as needed. However, at the present time, it is difficult to even
 

tentatively set a date for the next visit, for until some of the plans
 

now developed begin to be executed, it is questionable what role I could
 

or should perform that would benefit the program. I indicated my willing­

neos to return at such time as my services could be of use in furthering
 

program objectives.
 



THE LAND SALE GUARANTEE LOAN PROGRAM
 

Guayas Basin, Ecuador
 

Comments and Observations
 

by
 

Wade F. Gregory-


In the following pages, an attempt is made 
to present some of my
 

impressions concerning the present status of 
The Land Sale Guarantee
 

These comments pertain to the conditions 
as I saw them
 

Loan Program. 


Even though some steps were already
 at the time I was in Guayaquil. 


being taken at the time of my departure to 
modify some of the conditions
 

I have described, I have not attempted to 
update my report to include
 

these changes. Therefore, the report may also serve partially 
as a
 

benchmark to indicate the progress that 
has and is being made.
 

I was asked to take a critical look at 
the program with a view
 

"to identiying its deficiencies and weaknesses" 
and how these might be
 

improved. Therefore, in compliance with this request, 
this report tends
 

in which some changes appeared to be desirable.
 to emphasize those areas 


this, it is my hope that these comments will 
not cause readers
 

In view of 


to view this as a negative report and conclude 
that I have an unfavorable
 

Rather, I
Such is certainly not the case. 
impression of the program. 


in which steps can be taken to improve
 have tried to identify those areas 


an already good program rather than to 
';throw bouquets" and to praise
 

what is already recognized as a beginning, 
successful program.
 

"/ The author, an agricultural economist with 
the Economic Research
 

Service, U.S. Department of Agricul:;ure, 
was on TDY in Quito and Guayaquil
 

from October 26 to November 16, 1971.
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My com',i i:elative to the present status of the program are
 

grouped under tvo main headings, followed by several specific recommendations.
 

Since I was asked to direct my attention toward farm planning and farm
 

management aspects of the program, my comments are primarily related to
 

those parts of the program.
 

Part 	I - Farm Plans
 

A. 	Development of Farm Plans
 

To date the technical teams have directed their attention toward
 

preparing farm plans that assume that all the financial resources needed
 

to complete most, if not all, of the infrastructurei required will be
 

available at the start of the plan and that the farm will be fully
 

developed within a few years. This means that farm operations will
 

go from present rather small farn operations to one many times bigger
 

in just a few years. I view this as too rapid a rate of expansion and
 

the plans as mueh too ambitious. This conclusion is based on the following
 

reAsons:
 

(1) Even though the technicians reported that high cost estimates
 
2/
 

and modest yield estimates - were used in preparing farm plans, 

I still think the net income figures are overly optimistic
 

and not likely to be realized. This observation, while highly
 

subjective, is based on the following line of reasoning:
 

/ I question whether yield estimates are modest; the Comission do 
Guayas uses 48 qq per cuadro, whereas 50 to 55 qq per cuadro is the 
yield estimate used in the farm plans. 
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a. No allouance has been made for crop 
failure or possible reduction
 

even in the
 
in yields. However, lower yields often occur 


best of farming situations, as the 
result of unanticipated
 

or new insect attack and/or diseases; 
unusual weather conditions;
 

not getting work done on time; etc.
 

I feel that there has not been sufficient 
experience to
 

b. 


accurately estimate costs and returns 
nor that there are
 

sufficient reliable data to be sure 
of the appropriate input-


Therefore,
 
output coefficients that apply to 

these farms. 


costs and returns, and in turn net 
income, may be under or
 

over estimated--we cannot know which--but 
the possibility
 

remains that the coefficients used 
in the plan (even though
 

the best available) may in fact over 
estimate net income.
 

At the beginning of a program such 
as this, there is no
 

way to overcome this limitation, 
but one can be aware of it
 

and proceed somewhat more cautiously 
than he would if more
 

reliable information were available.
 

be done
 
The plans assume that the work 

called for will 

c. 


at the appropriate time and in 
a competent, adequate manner
 

I have
 
so as to realize the estimated yield 

levels. 


great reservations that the necessary 
administrative skills
 

exist within the present cooperatives 
and/or by the technicians
 

the program to actually execute 
the plans at the time and
 

o 


This is not to characterize the
 in the manner programmed. 


people as irresponsible but rather 
that this typo of competence
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is usually acquired only over time and through experience.
 

I doubt whether this required level of managerial ability
 

can be developed immediately and be available within one 
crop
 

season. If my assumption is correct, and work is not performed
 

as anticipated in the plan, then in all likelihood, one or 
a
 

costs will increase,
combination of the following will result: 


yields will be less than planned, or some of both may occur.
 

Unfortunately, there is no good way to modify the plans
 

to incorporate these reservations. One must use, as has been
 

done in the plan, the be.t estimates available. However, one
 

can maintain an air of skepticism abouL the probability that
 

the end result will be as favorable as that indicated 
in the
 

plan, and as I have tried to indicate, the bigger 
and more
 

ambitious the plan, the greater the probability 
of at least
 

partial failure and the risk that income will be less 
than
 

plarned for.
 

(2) 	1 think the plans are overly ambitious also 
from the standpoint of
 

the amount of labor that must be hired from outside 
the cooperatives.
 

A-Inficm --̂-.t to':Ca5 aLl-~-

of total labor requirements. More important, however, is that for
 

150 to 250
 
some months work requirements are such that as 

many as 


additional workers must be hired outside the 
cooperative. I.have
 

great reservations about the present ability 
of cooperative members
 

to adequately manage and control this number 
of hired workers.
 

&!
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i think tle plans 
are also too ambitious 

from the standpoint 
of
 

(3) 


ability of those 
charged with the 

responsibilitY
 

the administrative 


This limitation 
appliCs to both 

the people
 

of executing the 
plan. 


to the technicians 
of the program
 

In the cooperative 
as well as 


The comments made 
in A-l-c
 

assigned to help the cooperative* 


above relative 
to getting work 

done on time not 
only also applies
 

all
 
greater importance 

and encompasses 


here, but also 
assumes 


aspects of the 
plan, including 

the ability to 
handle large sums
 

harmonious relations
 

of money, keeping 
adequate records, 

maintaining 


Again, there is 
no formal way co
 

among co-op members,.etc 


incorporate these 
limitations into 

the plan; but one 
must be
 

aware of the fact 
that the bigger 

the plan is, the 
more important
 

and that, at the 
same time, the
 

it is to have 
good administration 


greater will be 
the demands that 

are made on management.
 

I think the size 
of the 

(4) Finally, 
for all the above 

reasons, 


loan required 
to carry out these 

plans is too big 
for a first loan.
 

may be delayed 
by six months 

or
 

While the benefits 
of the program 


such
implementing 


more in being 
fully realized 

by not immediately 


on a more
 

I think it advisable 
to proceed 


an ambitious program, on
 

sure and safe 
basis by beginning 

to develop these 
cooperates 

Also, successful 

a step by step 
basis rather than 

in one big jump. 

assistancetechnicaland the 
the cooperativesby both

experiences reducehelp toshouldseason 
teams during 

the risks discussed 
above and thereby 

provide a more 
sound basis 

for future loann. 

the coming winter crop 
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_nefits from Investments in Infrastructure. 
B. 	Determination cn 


The present plans provide an estimate 
of the nat income that would
 

be realized by tha cooperatives after 
making large investments in
 

The returns are sufficiently high to 
indicate that
 

infrastructure. 


finance the infrastructure can be repaid.
the loans required to 


to the invest-

However, this does not provide 

information on the returns 


What is needed is the preparation of 
similar
 

ment in infrastructure. 


plans without the benefits of infrastructure 
to determine whether the
 

additional income with infrastructure 
justifies the investment.
 

with this, I suggest that simple sketches 
be made of the
 

In mine 


in the absence of the
 
cooperative farm by fields indicatin6 land use 


planned-for infrastructureand projected 
land use with the infrastructure.
 

This will uot only provide an easily 
grasped idea of the purpose of the
 

infiastructure, but also enable estimates.
to be made of the contribution
 

of individual parts of the total infrastructure.
 

C. Lack o, Objectives of the Plan
 

While the plans undoubtedly have the 
implicit goal of producing
 

the planning
 
sufficient income to repay the loan 

and all other costs, 


no
For example, there is 

process cofied provide for much more 

than this. 


apparent attempt to organize the 
farm plans to maximize or minimize
 

some goal or objective, once income 
is sufficient to repay the loan and
 

one cuadro
 
The plan is primarily the input and 

income for 

all costs. 


Also, the number of cuadros is not
 
multiplied by the number of cuadros. 

plan but rather in either arbitrarily determined
thedetermined within 


by the planner or by the availability of land.
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, mean that no attention should be given 
to maximizing


This doe 


income but that rather there may be 
several ways to arrive at more or
 

less the same level of income and that 
some of these ways may result
 

This
 
in more desirable and others in less 

desirable secondary results. 


additional analysis can, and I feel 
should, be incorporated-into the
 

plan. For example, for the same level of income a plan 
that uses more
 

labor and less capital would be preferable 
to one that uses more capital
 

As indicated in A-2, placing no restrictions on the 
amount
 

and less labor. 


of labor that can be used results 
inwhat appears to me to be unreasonable
 

and perhaps unmanageable quantities 
of hired labor.
 

Furthermore, except where land availability 
may be a restriction,
 

there are no limitations on any other factors 
of production; that is,
 

the plans assume unlimited availability 
of management, labor and capital.
 

For reasuns L,.: ntioned under A above, I think this 
results in uirrealistic
 

plans and that some restrictions ought 
to be placed on the amount of
 

capital and/or labor that can be 
adequately (safely) used in the first
 

These amounts should probably be 
increased in the plan for the
 

year. 


second and each succeeding year, assuming 
successful results in each
 

no
 
preceding year. Unfortunately, here as in other cases, 

there is 


objective, empirical way to determine 
the restrictions that should be
 

This must be done somewhat arbitrarily,
 placed on capital and/or labor. 


However,
 
based on an eval-.ation of the people 

and conditions involved. 


factors, the plans
 
unless restrictions are placed on 

the use of some 


as indicated in A-2, no restriction on the
Formay become impractical. 

be
 

amount of hired labor that can be 
used results in what I consider to 

unreasonable and perhaps unmanageable 
quantities of hired labor in the 

plan.
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D. Attention to Purchase of Tnputs and Sale of Products
 

To date, there does not appear to be any explicit attention given
 

'to planning for the purchase of inputs and the sale of products. 
I
 

think the program offers considerable advantages 
in these areas by
 

making it possiDle for cooperatives to pool their purchases and sales.
 

FENACOOPARR appears to be the appropriate entity for performing this
 

function.
 

nd
Each cooperative, as a part of its farm plan, prepares the kinds 


quantities of each of the inputs needed and the dates at which these
 

Inputs are required by the cooperative. In like manner, plans show the
 

approximate dates and the quLntities of each product that will be
 

available for sale. FENACOOPARR could then assemble these orders from
 

the several individual cooperatives into an overall list and do the
 

purchasing and make arrangements for delivery for all the cooperatives.
 

This system shculd help to assure the lowest prices, good quality, and
 

This can be achieved, however, only
timely delivery of the inputs. 


if each cooperucive submits its requirements in time and FENACOOPARR
 

develops the necessary capability in purchasing and delivery to handle
 

this potentially large quantity of inputs.
 

On the selling side, there are probably also large gains to be made
 

if FENACOOPARR were to be responsible for selling large quantities of
 

In the case of rice, for example, it may be possible for
products. 


FENACOOPARR to persuade some buyers to purchase on the basis of a direct
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price for paddy rice rather than the present system of 
a sales price
 

I have no data, but I suspect that direct
 for milled rice equivalent. 


more
 
sale as paddy in contrast to the present system would result 

in 


money to the producers for the rice sold.
 

E. Distribution of Surplus
 

While some informal discussions have been held concerning 
what to
 

do with profits at the end of the year, no provisions have 
been made
 

nor steps taken to include as part of the plan, the way 
in which profits
 

will be used--whether they are to be reinvested in the business,
 

If part

distributed to members, or some combination of the two. 


of the surplus is to be distributed to members, the method of determining
 

more than one "fair"
 
each member's share must be indicated, for there is 


These decisions should be
 basis for determining each member's share. 


made prior to the planting season or as soon thereafter 
as possible.
 

F. Price Paid per Jornal 
3/
 

Closely related to the distribution of surplus is tie 
problem of
 

determining the price p'r jornal the cooperative should 
pay its members
 

Until such time as members can
 for work done on the cooperative. 


assume part of the risk of failure by investing more 
of their own capital
 

in the cooperative, one way they can assume some risk 
is by accepting 

less than the going-wage rate for some of the work 
they do. 

The plans now contemplate paying a full jornal for each day worked, 

nust have an adequate income to care for in recognition that members 


their family and that work on the cooperative is the main source of
 

3/ Daily wage paid workers
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However, I would guess that members' incomes 
would increase
 

Income. 


under the program because of the possibility 
of working a greater
 

(This should be able to be checked w.ithout too great
number of days. 

If members can work more days during the year, 
a reduction
 

an effort). 


in the daily wage paid would not appear to 
be unreasonable. However,
 

paying a lower wage has the danger that during peak periods of work
 

when work off the cooperative is readily available, 
members may want
 

to work off the cooperative at a higher wage 
during these periods
 

A compromise may then
 
rather than on the cooperative at a lower wage. 


work during peak periods, such as transplanting 
and
 

be desirable: 


harvesting, would be paid the going wage while other work would be
 

was performed but the 
paid at a lower rate at the time the work 

remainder would be paid at the end of the 
year provided there was
 

sufficient income for this supplementary 
ayment.
 

Perhaps an even better system would be one 
patterned after that
 

used by INCORA in Colombia. Cooperatives receiving operating credit
 

on the 
from INCORA do not pay their members for work they perform 


by each member
 
cooperative. Rather, records are kept of the v:ork done 


and the number of days worked then becomes, the basis upon which any
 

at the end of the year.
divided memberssurplus is among 

request receive ca-;h advances
In the meantime, members can and 

living exl,,.vneq. The 
from the cooperative to defray their per.s:cAal 

amount of cash advances a member ca:a receiv, iq limited by the number of
 

Cash advances are then deducted from e-ach memiber's
 
days he has worked. 


way, members aro
 
account before any nurplut in paid to him. In thia 


not "paid" for workitug on the cooperative, but throu|gh a tlyltem of carh
 

VI 
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their day-to-day living expenses.advances are able to pay for 

the "socio", ustinlly are paid for their
Family members, other than 

work ia performed.work at the time the 

G. , Immediatej Farm 1Lji! 

If the plan Lhat have been developed are too amubitious , what is 

of exictinlg ooperates arethe alternative? I stsggest 	 that members 

of farving" operatim durinl tihe wintergoing to carry on siome kind 

farn pl1ani and/or ai Ii.-tancte (technical aind/or
season, with or without 

hat even in tiht absence
financial) from Lthe program. I further iu :;t 

that tilt! coope ratitiv i ,,ugilt to be
of financial he lp frow uie proj.ram, 


abie to realii e greater income from their farminj" operaitlllS duri-ng t Ih!
 

winter season with tchnical ,ltuic fr,iifrewm the r,.rart thai withoit it.e 

to g..evt- ire:tcdlat"techn cilati of tht projl,,I f 1 t)ji}i. it to begilnTherefore, the 

pl~a i for the- w titer
attention to at;'i.;tiug the coop,rativc." ill dcveloi li. 

, Vxl'cit," thi':1. ThllI t, ct 	 (of h-lp
cycle of production and ill hel 	pl l ttcM 


not only rc-.ol t In htroht-. li i. 10,

by prograim ti-chniclatri tnlould 

:,huld ill :;oi ptc)Vi d,l V.1111.11I1e 	 m l Z? lt'l Cl-i 
cooperitltIV iincrieri-; ltut 


pl.in- t.1 i ij
 
moce likely iiplit-,uitput l 	 IIci l,-it Itotoi) i l l 1t: ,-

.lmip ll oul i. aiind t-xv(it 	 il: 
the opportonity to work toanther i a - in fl 

wintc 011,3ld
plani. How w,0ll ite act lviti i toti ()%lt doriu ', tilt- i'', It-


of the tA-n .i1 t IhAt ve.vt

throw v, la,.ble II ght oul how 	 great b ,tc 

discuti;vtl in A ,itovc. 



It. Keeping Far, Records 

To some extent the usefulness of the winter experience will depend 

upon the kind of data kept and the extent to which experiences are 

accurately recoeded Therefore, a first essential step is the 

development of an adequate system for keeping records. The next step 

is insuring that the records are in fact kept up to date. A satisfactory 

system of records needs to go beyond just a simple accounting system of 

income and expenditures; it needs to include information on the kind and 

amount of inputs used, dates, and related information that will be useful 

in analyzing the farm business and in explaining events not anticipated 

in the plan. 

1. Individual Family Units vs. Cooperative Unit
 

So far all the plans have been developed on the basis of operating
 

them as one big unit. However, there are some indications that members
 

of some cooper-t'ves desire to have their own plots. There appears to
 

be no reason why the cooperative could not assign specific plots to
 

members. This would entail the development of farm plans for each
 

inaiviuual pioc. ±iLs way appear as an insurmounLauiE aLaK, Duc azcer 

gaining a little experience, technicians should be able to prepare 

individual farm plans in three or four hours, or less. 

The development of individual farm plans (foes not appear to me to 

present as much of a problem as that of identifying and assigning 

individual plots vithin the cooperative to members and deciding which
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tasks should be done on a cooperative basis and 
which.left up to
 

For it appears that at least two tasks-­individual members to perform. 


land preparation and irrigation--can best 
be done on a cooperative wide
 

basis.
 

One way to help determine the advisability 
of working as a cooperative
 

unit or on an individual basis would be to 
have members indicate their
 

preference for carrying out the separate tasks 
on either a cooperative
 

or individual basis and then determining how much was to be done
 

cooperative and how much on an individual basis.
 

Part II - Other Aspects
 

In addition to those parts of the program related 
principally to
 

developing and analyzing farm plans, the present status of overall
 

a few cc.n=erts.
adminiratrrictn probably merits 


J. 	Administration
 

no one with overall responsibility and
 It apenrs that there is 


Several
 
authority for the execution and success of the 

program. 


iorking together in developing and carrying out
 different agencies are 


the program and each has been assigned its specific responsibilities.
 

But, if one agency is lax in fulfilling its responsibilities, the
 

program lags in that particular area because personnel 
from the other
 

agencies are hesitant to overstep their bounds 
and infringe on those
 

This has reaulted
 
of the agent:y responsible for this particular 

area. 


it might be and has also
 
in the program not being developed as fully as 
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raised a doubt as to its ability to adequately 
execute a program of
 

This doubt relative to the
 the magnitude expressed in the farm plans. 


present administrative capacity of those persons now 
responsible for
 

some of the ideas expressed in
 the program also provides the basis for 


A above.
 

Some examples of apparent laxness in administration and overall
 

control of the program are:
 

1. No one apparently felt he had the responsibility (or 
authority)
 

to redirect technicians from working on long range 
plans to
 

preparing plans for the immediate crop season.
 

2. Little or no attention has been given to developing 
a farm
 

record system.
 

Little apparent relationship between activities programed
3. 


in rErT and the day-to-day activities of the various 
tachoician.s.
 

Little or no attention given to developing realistic 
goals for
 

4. 


each of the cooperatives.
 

No one to check on and insure that individual technicians were
 5. 


planned and in a competent manner.
executing their duties as 


the
 
One distrubing aspect of the administrative organization 

ts 


absence of identification on the part of many of the 
technicians that
 

they are responsible for and are an integral part of 
the program. My
 

initial understanding was that technicians from various 
agencies
 

(principally the Ministry of Production and FENACOOPARR)would 
form teams
 

to work with specific cooperatives as technicians from 
the program.
 

1'\\
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;und was that the individuals did not consider themselves
 However, what 


part of the program but rather as employees of 
their particular agency
 

subtle as it may

working for the program. This difference is not as 


sound. Since some of the technicians do not identify with the program,
 

but rather work for the program on assignment 
from their agency, they
 

in turn do not feel the responsibility for the program that 
they should.
 

the part

Perhaps partially because of the undue caution 

exercised on 


of representatives from each agency to insure 
that they did not overstep
 

their bounds and "interfere" with the work 
of representatives from
 

other agencies, I sensed a lack of "checks 
and controls" on the work
 

There appeared to be little review
 being done throughout the program. 


and checking of each others work to make sure 
that there were no
 

This aspect of review by one's
 oversights, wrong calculations, etc. 


colleagues I th-nk is extremely inmportant. In addition to this type of
 

continual informal review, there must also be a review 
and check by
 

There appeared to be
 
others higher in the adniinistrative hierary. 


little of this being done relative to the 
need for it as measured by
 

of money that will be involved.
the large sums 
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III. Recommendations
 

In presenting the following recommendations, an attempt has been 

made to present them in as simple and straight forward a manner as 

possible. They are principally the "logical" conclusions from the 

comments presented in Parts I and II. Ilpefully, the comments made in 

those Parts will explain and serve as justification for making these 

recommendations. If adequately carried out, these recommendations should 

take care of most, if not all, of the points discussed in Parts I and II. 

(1) Prepare simple farm-plans fo" the winter season period for those
 

cooperatives which have been receiving assistance from program
 

technicians These plans need to be completed immediately.
 

(2) Provide technical assistance to the above cooperatives in
 

carrying out all aspects of the farm plans.
 

(3) Develop a farm record system for use in analyzing the farm
 

businesL. The system should provide for items sucl. as the kind
 

and amount of inputs used, costs, returns, etc.
 

(4) Arsure that.the record system is closely followed and kept
 

up-to-date on all of the cooneratives recelvlne any kind of
 

ahistaice tiunder the program. 

(5) Tighten-up administration of the program: 

a. To the extent that inter-organizational relationships 

pormit, name one person as having the ultimate and final 

respo.isibility and authority for all aspects of the program. 
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b. As ign specific responsibilities with comparable authority
 

for everyone involved in the program, from individual
 

technicians up through to the highest authority. While
 

responsibilities are programmed in the PERT system, little
 

attcntion appears to have been given to following it.
 

(6) Have a one week training course on farm planning and farm
 

management principles directly applied to one r several of the
 

cooperatives. (See attachment for details of the course).
 



SUGGESTED TRAINING COURSE
 

Purpose? To provide some understanding of farm planning and farm 
management
 

procedures and principles to enable cooperative managers and/or 
program
 

technicians to prepare more useful farm plans and to supervise farm
 

operations in such manner as to achieve greater efficiency in 
resource use.
 

Procedure: Participants will be provided copies of current records and
 

The course will be directed
farm plans for one or more cooperatives. 


toward analyzing and discussing the principles, procedures and 
objectives
 

of farm plarning and farm management by examining these actual 
farm plans
 

and records. Different mnthods of deter-mining (measuring) costs and benefits
 

will also be presented and discussed along with techniques for 
evaluating
 

alternative courses of action and in selecting the most desirable 
course of
 

rom among the possible alternatives.
action 


Participants: Cooperative managers and program technicians.
 

Duration: Approximately one week.
 

Course: It is essential that coy ies of the farm plans and
 Prerequisite for 


recoras or rarm operations oe sent to tne instructor ot the qourse as
 

These
 
soon as possible but no later than four weeks prior to the course. 


records should be for as many cooperativen as possible but 
at the very least
 

records for the one or more cooperatives that will be 
must include plan; and 

the principal focal point of the course. 

farm plans and records
Participants should alno receive copies of theae 

to the course and nhould become completely familiar with the information
prior 

way, the very flrt;t nefllonS can 
contained in the,,;e plans and record. In thin 


than ,ipt-d iug time In

be directed toward an analyul £ of thetio pl1ani rather 


becomig acquainted With the dlta.
 


