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PART I

SCOPE OF AUDIT

The Area Aud~tor General - Lat~n Amer~ca, at the request
of U.S.A.I.D.!Ecuador, has made an ~nter~m exam1nat10n of the
Inst~tut~ona1 Deve1opment-Agr~cu1tura1Cooperat1ve ProJect
NO. 518-11-995-096.1 and the performance of the Cooperat1ve
League of the U.S.A. (CLUSA), Contract No. AID/csd-2901,
Task Order No.4. The exam1nat1on 1nc1uded a rev~ew of
proJect act1v1t1es from October 1, 1969 through September 30,
1972, w~th emphas~s on current transact10ns and performance.
We tested documentat~on ~n support of $3,000,000 d~sbursed

dur1ng the per10d under rev~ew. The scope of exam1nat~on

~nc1uded a rev~ew of whether program results are be1ng
effect~ve1y ach~eved, ~nc1ud1ng an eva1uat~on of compl~ance

w1th app11cable laws and regulat10ns and the eff~c1ency and
economy of the use of resources.

The exam1nat~on was made ~n accordance w1th generally
accepted aud~t~ng standards g~v1ng due cons1derat~on to
A.I.D. regulat1ons. The aud~t was performed at the ma1n
off~ce of the Nat~ona1 Federat~on of R~ce Cooperat~ves

(FENACOOPARR) ~n Guayaqu1l and V~S1tS to seven base-level
cooperat~ves ~the surround~ng area, and the Nat1ona1 Federa
t10n of Agr~cu1tura1 Product~on and Market~ng Cooperat1ves
(FECOPAM) 1n QU1tO. Our aud~t d1d not 1nclude a rev~ew of
the D~rect Agr1cultural Product1on Cred~t Program (DAPC),
Agr1cultura1 Market1ng, the Land sales Guarantee Loan wh1ch
are other sub-proJects of the cooperat1ve program, or the
Ecuadorean Cooperat1ve Bank (BANCOOP). The results of aud1r
were staffed w1th U.S.A.I.D. management and operat1ng
personnel pr~or to pub11cat1on of the report.
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PART II

BACKGROUND

A.I.D. supported cooperat1ve development programs
1n Ecuador date from 1963. The obJect1ve of cooperat1ve
development efforts 1S to create w1th1n Ecuador strong,
v1ab1e cooperat1ve 1nst1tut1ons capable of cont1nu1ng after
A.I.D. techn1ca1 ass1stance 1S term1nated. To ach1eve the
obJect1ve, three maJor areas were 1dent1f1ed for development:
(1) format1on of base-level agr1cu1tura1 market1ng coopera
t1ves, reg1ona1 and nat10na1 federat10ns, (2) nat1ona1 cred1t
un10n movement, and (3) development of an Ecuadorean coopera
t1ve bank.

The f1rst phase of the proJect cons1sted pr1mar11y of
the development of the coffee growers cooperat1ve federat10n
and related base-level cooperat1ves and cooperat1ve federa-'
t10n un1ons. D1rect A.I.D. ass1stance to the coffee grower
cooperat1ves and coffee federat10n (Nat1ona1 Federat10n of
Coffee Market1ng Cooperat1ves - FENACAFE) term1nated 1n 1969
The coffee cooperat1ves have S1nce progressed to the p01nt
where the federat10n has been ass1gned ten percent of the
total Ecuadorean quota for coffee exports.

In 1968 work was 1n1t1ated to determ1ne the feas1b111ty
of organ1z1ng r1ce grower cooperat1veso The pre11m1nary
effort estab11shed the feas1b111ty of such a proJect and a
r1ce cooperat1ve proJect was estab11shed under a Cooperat1ve
League of the U.S.A. (CLUSA) contract. The obJect1ve of the
r1ce proJect was to form th1rty base~level cooperat1ves, and
aff111ate them 10 a cooperat1ve r1ce federat1on. Although
some of the base-level cooperat1ves already eX1sted, 1n most
cases, 1t was necessary to form new cooperat1ves. Th1s
process 1nc1uded 1n1t1al contact through promot1on and
mot1vat1on, cooperat1ve educat10n and leadersh1p tra1n1ng,
1ega11zat10n, and cooperat1ve management tra1n1ng. Thus the
f1rst two years (1969-1970) were ded1cated to the organ1za
t10n and lega11zat10n of cooperat1ves, the acqu1s1t10n of
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land for cooperat1ves, and the format1on of the r1ce
federat10n (FENACOOPARR). The 1mplementat1on of the Land
Sale Guarantee Loan, des1gned to further land acqu1s1t1on
by cooperat1ve members, was delayed.

In early 1970 work began 1n the h1ghlands of Ecuador
w1th the obJect1ve of develop1ng a cooperat1ve 1nfra
structure. In that reg10n several base-level cooperat1ves
were already 1n eX1stence and the fo~us was one of 1mprov1ng
the adm1n1strat10n of eX1st1ng base-level cooperat1ves and
organ121ng a reg10nal cooperat1ve assoc1at1on (FECOPAM) to
prov1de farm supply serV1ces and later to 1n1t1ate market1ng
act1v1t1es.

In 1969 the Cooperat1ve Development ProJect No. 518-15
990-058 was d1v1ded 1nto the follow1ng sub-proJects and
renumbered ProJect No. 518-11-995-096:

(1) Nat10nal Federat10n of R1ce Cooperat1ves
(FENACOOPARR)

(2) Nat10nal Federat10n of Agr1cultural Product10n
and Market1ng (FECOPAM)

*(3) D1rected Agr1cultural Product1on Cred1t Program
(DAPC)

*(4) Agr1cultural Market1ng

*(5) Ecuadorean Cooperat1ve Bank (BANCOOP)

* Act1v1t1es not 1ncluded 1n current reV1ew.

The current ProJect Agreement, number 72-08, states the
maJor goal of the proJect as be1ng the establ1shment of an
agr1cu1tural cooperat1ve 1nfrastructure that 1S f1nanc1ally,
techn1cally and adm1n1strat1vely self-suff1c1ent, able to
prov1de f1nanc1al and essent1al serV1ces for the cont1nued
growth and 1mprovement of the agr1cultural cooperat1ve
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movement ~n Ecuador, and able to ~dent~fy and seek necessary
f~nanc1al and techn1cal ass~stanceo

As of september 30, 1972, proJect fund1ng was:

D1rect A.I.D.

Ob11gated Expended

Personnel
part1c1pants
Commod1t1es
Other Costs

Sub-total

contract

$ 139,000 $ 139,000
4,000 5,000

58,000 46,000
369,000 261,000

$ 570,000 $ 451,000

Personnel
Part1c1pants
Commod1t1es
Other Costs

Sub-total

Total

$2,470,000
55,000
55,000

883,000

$3,463,000

$4,033,000
===========
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55,000
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794,000
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PART III

SUMMARY

A.I.D. 1dent1fied the development of agr1cultural
cooperat1ves 1n Ecuador as one of the pr1me means of
prov1d1ng econorn1c development 1mpetus to the less
advantaged, and most populous, element of Ecuador's
agrar1an populat1on. Much progress has been made 1n the
development of base-level cooperat1ves.· The development
of the cooperat1ve coffee federat10n was a success and
1S now well organ1zed and f1nanc1ally self-suff1c1ent.
The agr1cultural cooperat1ve proJect as 1t concerns the
development of a r1ce cooperat1ve federat10n (FENACOOPARR)
and a reg10nal cooperat1ve federat10n (FECOPAM) has been
less successful. The results of aud1t 1nd1cate several
reasons for the l1m1ted success of the two federat10ns and
suggests approaches to resolv1ng barr1ers to the1r develop
ment. Opportun1t1es eX1st for 1mprovement of proJect
eff1c1ency and effect1veness 1n the follow1ng areas.

FEDERATION MANAGEMENT

The management of the Nat10nal Federat10n of R1ce
Cooperat1ves (FENACOOPARR) requ1res strengthen1ng to
prov1de for the success of the federat10n. Aud1t d1sclosed
want of sound management pract1ces, less than des1rable
1nternal control and report1ng, and the payment of expenses
for non-federat1on bus~ness. (Page 8)

FINANCIAL CONTROL

FENACOOPARR, FECOPAM and the1r base=level cooperat1ve
members' f1nanc1al procedures and report1ng are less than
des1rable to meet the stewardsh1p respons1b111ty to the1r
respect1ve members. Nearly every cooperat1ve ent1ty we
observed and tested had account1ng errors that compound and
d1stort the f1nanc1al cond1t1on and results of operat1ons.
Procedural weaknesses were noted 1n permanent records.
(Pages 11 and 19)
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CLUSA CONTRACT

The Cooperat1ve League of the U.S.A. (CLUSA) has had
l1m1ted success 1n organ1z1ng FENACOOPARR and FECOPAM 1nto
effect1ve well managed federat10ns and 1S not fulf1ll1ng
the scope of 1tS contract. Th1s appeared to result 1n
part from CLUSA's over rel1ance on 1mplementat10n agree
ments w1th the federat10ns and less than d1rect superV1S10n
and gU1dance of federat10n act1v1t1es. (Page 22)

U.S.A.I.D. MONITORING

The results of aud1t 1nd1cate U.S.A.I.D. has re11ed
too heav1ly upon CLUSA for atta1n1ng proJect targets. Th1s
cond1t10n precluded U.S.A.I.D. from 1dent1fy1ng and
resolv1ng problems wh1ch have developed over the past two
years. For example, U.S.A.I.D. d1d not enforce CLUSA's
report1ng requ1rements for the 21 months per10d ended
October 1972. (Page 28)

FEDERATION SELF-SUFFICIENCY

FECOPAM 1S not m~et1ng the 25% f1nanc1al self
suff1c1ency planned for 1972. Accord1ng to FENACOOPARR's
unaud1ted, 1nternally prepared 1ncome statement for the
n1ne months per10d end1ng September 30, 1972, 1t 1S 17%
f1nanc1ally se1f-suff1c1ent compared to the calendar year
1972 goal of 15%. (Pages 15 and 21)
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PART IV

FOLLOW-UP ON PRIOR REPORTS OF AUDIT

There have been two pr~or reports of aud~t of th~s

program, Aud~t Report Nos 69-12 and 70-08, that revlevlea
US $599,000 expended between 1967 and September 30, 1969,
and rev~ewed the organ~zat~on phase of base-level coooera
t~ves. There are no outstand~ng recommendat~ons.
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PART V

STATEMENT OF FINDINGS AND RECOMMENDATIONS

A. For the M1SSlon Dlrector, USAID/ECUADOR

1. FEDERATION MANAGEMENT - FENACOOPARR

a. Background

The Natlonal Federatlon of Rlce Cooperatlves
(FENACOOPARR) was lega11zed In 0ctober 1970, to provlde
serVlces and marketlng advlce to base-level rlce coopera
tlves. The maln offlce lS located In Guayaqull near a
number of base-level cooperatlves and a rlce mlll that
FENACOOPARR lS leaslng. The Federatlon has been recelvlng
85% flnanclal support from U.S.A.I.D. for the last two
years. To advlse and asslst FENACOOPARR U.S.A.I.D./E.
negotlated a contract wlth the Cooperatlve League of the
U.S.A. (CLUSA) to utl11ze thelr profess1ona1 and technlca1
experlence to atta1n the M1sslon's program goa1--to create
w1thln Ecuador strong, vlable cooperat1ve 1nst1tutlons
capable of contlnu1ng after A I.D. technlca1 asslstance lS

terrnlnated. FENACOOPARR employes twenty-three (23) people,
thlrteen of whom are management or techn1ca1, a general
manager, SlX department heads, legal adv1sor, controller,
two fleld extenslon coordlnators and two f1e1d accountants
The total annual payroll of all FENACOOPARR employees lS

currently sf. 986,040 ($39,440) per year, about 40% of the
operatlng budget.

b. Cond1t1on

The management of FENACOOPARR requ1res strengthenlng to
prov1de for the success of the federat1on. Management
weaknesses lnclude want of sound management pract1ces,
expendltures that are of quest1onab1e value to the federa
tlon, less than deslrable technlca1 expert1se, and m1n1mum
serV1ce to member rlce product1on cooperat1ves. The effect
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of these cond1t10ns cont1nues to perpetuate a weak federat10n
1n management, f1nanc1al v1ab1l1ty of the federat10n, and
less than des1red support from member r1ce product1on coopera
t1ves.

FENACOOPARR's 1nternal management controls are weak.
For example, we noted 19 A.I.D. re1mbursed documents s1gned
1n blank and 14 d1sbursement author1zat1ons s1gned 1n
blank by the general manager. S1gn1ng documents 1n blank
1nd1cates weakness 1n management controls. Internal
adm1n1strative pract1ces were not be1ng followed~ for
example, control of cash d1sbursements requ1res two s1gna
tures for cash w1thdrawal, but only one s1gnature 1S be1ng
used. Respons1ble FENACOOPARR personnel do not per1od1cally
ver1fy book 1nventor1es through phys1cal conf1rmat1on of
r1ce and farm supp11es.

Management has not formulated procedures for 1ncreas1ng
cap1tal or collect1ng unpa1d sUbscr1bed cap1tal. For
example, there 1S s/. 13,000 {$520) cap1tal subscr1bed and
uncollected. ReV1S1on No. 2 of ProJect Agreement 72-08,
dated March 30, 1972, requ1red FENACOOPARR to collect the
outstand1ng unpa1d cap1tal. However, the unpa1d cap1tal
subscr1bed was uncollected as of September 30, 1972. 1

Ava11able 1nformat1on 1nd1cates the general manager was
absent 146 days 1n the twenty-one months of FENACOOPARR's
operat10n. Of these 146 days, 47 days were spent 1n Europe
and Lat1n Arner1can and 89 days 1n QU1to at a cost of
s/. 94,203.15 ($3,768) to FENACOOPARR. Exh1b1t A. The..
purpose of the European tr1p was not 1nd1cated on the
travel voucher nor other sup ort1ng documentat1on. Lat1n
Arner1can tr1ps were for the Organ1zat1on 0 Cooperat1ves
of Arner1ca and the cost pa1d by FENACOOPARR and re1mbursed
by A.I~D. 1n the amount of s/. 9,072.00 ($363) for per
d1em. Although the $1,033 cost of the European tr1p was, /
not d1rectly re1mbursed by A.I.D., A.I.D. does re1mburse
FENACOOPARR for 85% of 1tS operat1ng costs 1nclud1ng travel.
Exh1b1t A also shows that wh1le the general manager was
collect1ng transportat1on costs between Guayaqu1l and QU1to
and per d1em from FENACOOPARR the general manager also
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collected transportat10n costs and per d1em from the
Ecuadorean Cooperat1ve Bank (BANCOOP) FENACOOPARR records
1nd1cate that the federat10n pa1d the a1r transport cost
for the general manager's w1fe to QU1to tW1ce. U.S.A.I D./E.
re1mbursed one of these tr1ps .be general manager ha9
collected double per d1em from two organ1za€ions 1n the
am?unt of s/. 15.24-0 .. 20 ($610) .1!l the 21 months FENACOOPARR
has been 1n operat10n. The federat10n records do not -
conta1n tr1p reports that would 1nd1cate the benef1ts to
FENACOOPARR from these tr1ps, wh1ch have a total cost of
$3,768. In our op1n10n, the manager has spent too much
t1me away' from the off1ce and member cooperatives (accord1ng
to h1s travel vouchers for 8 months of 1972, he has made
only 12 tr1ps to the cooperat1ves) to effect1vely manage
FENACOOPARR.

FENACOOPARR's serV1ce to 1ts 29 member r1ce product10n
cooperat1ves has been def1c1ent. One of FENACOOPARR's
respons1b111t1es 1S to serV1ce 1ts member cooperat1ves 1n
management, market1ng, account1ng, and aud1t1ng. The seven
cooperat1ves we v1s1ted 1nd1cated that management ass1stance
has not been of measurable value. One cooperat1ve, Las
Mercedes, Wh1Ch has recently changed management, gave the1r
books 1n June 1972, to FENACOOPARR to prepare f1nanc1al
statements. Las Mercedes was awa1t1ng the f1nanc1a1
statements from FENACOOPARR at the t1me of our V1S1t 1n
October 1972. Another cooperat1ve had to send their books
to a pub11c accountant 1n Guayaqu11. The cooperat1ve La
Consuela has not been adv1sed by FENACOOPARR on how to
wr1te-off a s/. 108,000.00 r1ce 1nventory that does not
phys1cally eX1st These cond1t1ons 1nd1cate the coopera
t1ves are not rece1v1ng techn1cal expert1se and needed
management serV1ce. However, after rev1ew1ng FENACOOPARR's
books we do not be11eve that the cooperat1ves w1ll rece1v;
des1red serV1ces unt11 FENACOOPARR's techn1cal exoert1se"
and management 1mprOve! •.,
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Recornmendat10n No& I

(a) In collaborat1on w1th CLUSA, develop
a management plan to ensure that
FENACOOPARR management weaknesses
are resolved~

(b) ReV1ew the results of aud1t concern1ng
the act1v1t1es of FENACOOPARR's general
manager and determ1ne the course of
act10n requ1red to 1mprove federat10n
management 0

(c) Determ1ne the course of act10n requ1red
to resolve the dup11cate payments of per
d1em to FENACOOPARR's general manager
10 accordance w1th app11cable A&IoDo
regulat10ns&

(d) Appra1se FENACOOPARR's degree of manage
ment and f1nanc1al self-suff1c1ency 1n
compar1son to planned goals and AoI~Do

support and deteDm1ne the effect the
appra1sal may have on AoloDGs co~t~nued

support of FENACOOPARRo

20 FINANCIAL CONTROL

Co Background

Account1ng control procedures and re11able f1nanc1al
report1ng contr1bute to effect1ve management and clear
delegat10n of author1typ asset accountab111tyq and a1ds
an organ1zat1on 1n the orderly d1rect1on and coord1nat1on
of 1ts affa1rso

Two reports are essent1al to f1nanc1al management, the
statement of F1oanc1al Pos1t1on (Balance Sheet) and
statement of Income (Prof1t and Lass) 0 These reports must
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be ~n a format that management can understand and use to
evaluate past performance and to program future operat~ons.

The statement of F1nanc1a1 Pos1t10n should be des1gned to
emphas~ze the work1ng cap1ta1 ava~lable (excess of current
assets over current 11ab111t1es), f1xed assets, long-term
11ab11~t~es, cap1ta1 and earn1ngs reta1ned. The statement
of Income should be des1gned to summar~ze 1ncome and the~r

related costs and operat1ng expenses by appropr~ate c1ass~

f~cat~on.

b. Cond1t10n

FENACOOPARR and tbe~r base-level cooperat~ve members'
account1ng procedures and report1ng do not reflect accurate
f1nanc1a1 pos~t1ons or the results of operat1ons. Th1S
cond1t1on 1S caused by the federat1on's and cooperat1ves'
want of management control and procedures, and not record1ng
transact10ns ~n Journals, ledgers or the~r equ1va1ento As
a result f1nanc1al report~ng 1S not complete and of l~m1ted

value to management. Formal records and reportJng are
requ1red to express accurately, promptly, systemat1cally
and convent~onal1y the transact10ns that an organ1zat~on

enters 1nto.

F~nanc~al Report1ng

The federatlon and 1tS base-level member cooperat~ves'

present f1nanc1al report1ng does not accurately reflect
f1nanc1al cond1tlon. The format does not fac111tate
determ1n1ng work1ng cap1tal, gross lncome, cost of sales,
and gross prof1t. ~h~ federat10n reflects 1tS reta1ned
earn1ngs, 1n the balance sheet reportlng format, ~n the
accounts payable sect1on~ and In the cooperatlves,
operat1ng def1c1ts (losses) are reported under accounts
rece~vab1e. Th~s method of reportlng does not fac11~tate

ana1ys1s by management to manage effect1velyo

General Ledger

S~nce March 1972, FENACOOPARR has not posted 1tS trans~

act~ons to Journals or the general ledger. The accountants
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have been record1ng sales and expendJ.tures 1n "T" accounts
on unbound sheets of paper.. A "T" account 1S a tool used
for demonstrat1ng the effect of a transactl.on or a serl.es
of transactl.ons, or for solvl.ng short accountl.ng problems ..
These "Ttl account recordl.ngs do not const1tute a permanent
record.

Cash control

Lack of control over cash J.S a serl.OUS weakness. CLUSA,
l.n l.ts l.mplementatl.on agreement w1th the federat10n
requl.red the establl.shrnent of a 2-s1gnature wl.thdrawal
poll.ey wh1ch the federatl.on 16 not observ1ng~

rENACOOPARR mal.ntal.ns Sl.X bank depos1tar1es.. Checks
drawn requ1re only the manager's sl.gnature. In the case
of one FENACOOPARR depos1tary account the marketl.ng
manager's s1gnature 1S all that 1S needed. w1thout the
2-s1gnature control cash may be subJect to dl.versl.on. For
example, the marketl.ng manager negotl.ates the purchase of
rl.ce for FENACOOPARR and 1S author1zed to Sl.gn the payment
checks ..

Personnel Cash Advances

FENACOOPARR's personnel cash advances are abnormally
hl.gh and are not bel.ng ll.qul.dated aga1nst fl.led documents
for Wh1Ch advances were made_ The August 1972 outstandlng
advance account reflect 51.. 46,385019 (~l,855), whl.ch 18

about 10% of the U.S"AolcDo/Eo advance of 51.. 500,OOO~

The advanre account l.ncludes two persons w1th a total
of sl" 2,700 ($108) l.n salary advances outstand1ng who have
not been on the payroll S1nce March 19720 The account
also reflects advances to the general manager of
s/. 23,381,,54 ($935), s/~ 9 8 000 of wh1ch has been out
stand1ng for nearly a year. The s/~ 9,000 was advanced
1n January 1972, to the manager for pub11cat10n costs of
the 1972 calendar year annual report~ The general manager's
outstand1ng advances have 1ncreased 51.. 4,516054 Sl.nce
March 1972 and another employee's advances have l.ncreased
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s/. 5,332.30 S1nce March. Wh~le vouchers have been proces~ed

1n the 1nter1m that should have l1qu1dated outstand1ng
advances, vouchers have been pa1d 1fi full w1thout offsettLng
the app11cable advance.

Cost of Sales

FENACOOPARR's cost of sales accounts are 1ncorrect. The
unre11ab111ty of the r~ce cost of sales account is ObViOUS

when August and September statements are compared. The
1nventory of r1ce and cost of saIps rema1ned the same both
months, respect1vely s/. 156,065,81 and s/. l,531,775.20~

but there were sales of s/. 185,500.00 reported for
September 1972. The want of cost control precludes effect1ve----management. In our op1n10n, the control of cost must be-ma1nta1ned 1f the federat10n 1S to be successful.

Deprec1at~on and Asset ~ccountab1l1ty

FENACOOPARR's prof1t and loss statement for the n1ne
months ended September 30, 1972, does not reflect deprecla
t10n charges for the n~ne~month per1od. TO d1sregard a
systema~1c monthly charge to operat~ons of the cost of a
11m1ted~llfe asset d1storts the f1nanc1al cond1t1on of
FENACOOP~RR and the results of ~ts oparat10nSe

A test of the phys~cal eX1stence of assets checked
aga1nst the asset control 1nd1cated a number ox d1scre
panc1es. For example, a Fr1den calculator, a 3M~101 COpl~r

and a r1ce m01sture 1nd1cator were not 1n the asset con~rc~

account.

In our 0p1n10n, effort should be made to 1mprove the
account1ng and report1ng of FENACOOPARR operat1ons to ald
management 1n 1tS orderly d1rect1on and coord1nat1on of
the federat10n.
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Recommendat~on Noo 2

UoSoAoIoDo Ecuador should requ~re CLUSA:

(a) To develop for the federat~on an
account~ng system, control. and
adm1n~strat1ve procedures that w~ll

ma1nta1n the accuracy and pronr~ety

of transact~ons and the bookkeep~ng

record thereof, and develop a monthly
report1ng format that w~ll a~d federa
t~on!s management 1n the orderly
d1rect10n and coord1nat10n of the
federat10no

(b) To adv~se and ass~st the Ecuadoreans,
1nclud~ng the d~rectors, managers,
accountants, and other respons~ble

employees 1n good management and
operat1ons pract1ceso

30 FEDERATION SELF=SUFFICIENCj[

~o Background

~oIoD's plan was to prov1de f1nanc1al support to the
federat10n dur1ng the formative per1od. The planned goal
for the federat10n at the end of calendar year 1972 was
th~t FENACOOPARR would be 15% f1nanc1ally self=suff1c~~~tc

As of September 30, 1972, FENACOOPARR would appear to
be 17% f1nanc1ally self=suff1c1ent accord1ng to unadJusted
1nternal f1nanc1al statements prepared by the federat1ono

FENACOOPARR purchases paddy r1ce from base-level
member cooperat1ves for m1ll1ng and market~ngo As of
September 30, 1972, FENACOOPARR reported r~ce sales of
s/o 1,886 p OOO ($74,600) and the cost of those sales pa1d
to cooperat1ves was S/o 1,538,000 ($61,500) for the Daddy.
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FENACOOPARR leases ~ts r1ce process1ng plant at an est1mated
annual rental and operat1ng cost of $5,000 accord1ng to the
September 30, 1972, ~ncome statemento

Our observat~on of the r1ce m~ll~ng fac1l~ty 1nd1cated
records are ~nadequate to control r1ce movement~ Records
are not ma1nta1ned for r1ce rece~ved, grades, m01sture
content and we~ght de11vered to the dry1ng areas and
transferred to the m1110 A per~od~c 1nventory is not taken
by respons~b1e FENACOOPARR emploYees and no check and
balance system 1S used to control purchase of paddy and
accurately determ1ne gross prof1t o

Paddy r~ce purchases for the m1111ng operat~on cames
from only a few cooperat1ves near the m111, other coopera=
t~ves are too far away and transportat1on costs proh1b1t
uS1ng the m~llo Those cooperat~ves uS1ng the m~ll obJect
to the m111's clos~ng hours of 5~00 P Mo dur~ng harvest
per10ds 1nasmuch as the r1ce producers harvest beyond
5g00 PoMo

Farm supply sales totaled S/o 341,600 ($13,900) for the
TI1ne months ended September 30, 1972, or about 17% of
FENACOOPARR'S total revenueo Cost of sales totaled
S/o 293,600 ($11,340) for the same per10d for a gross
prof1t on sales of S/o 54,000 ($2,560)0 Most of the sales
volume 1S from 1nsect1c1des and small hand too1so The
sale of these products does not render cooperat1ve memberc
a ~av1ngs as the pr1ces of goods are set at what other
merchants sell the same producto

A test of the farm supply records revealed they were
unre11ableo Inventor1es were overvalued by S/o 12,040
($472) as of August 31, 19120 Although the farm supply
store rna1nta1ns product cards, the ma1n off1ce does not
have f1nanc1a1 control~-no purchase cr sales Journalso
A compar1son of UD1t costs rna1nta1ned by the farm supply
store and the ma~n off1ce 1nd1cated d1fferent costs were
used for 8 of 11 1tems o
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4.. FEDERATION MANAGEMENT - FECOPAM

a.. Background

The Nat10nal Federat10n ot Agr1culture Product10n and
Market1ng Cooperat1ves (FECOPAM) was legally formed on
July 30, 1968, to prov1de a means to 1mprove small farmers'
1ncames and to prov1de techn1cal and market1ng ass1stance
to base-level cooperat1ves.. Dur1ng the per10d July 1968
through Apr1l 30, 1971, FECOPAM was 1neffect1ve due to
econom1C d1ff1cu1t1es, and the Government of Ecuador placed
FECOPAM 1n rece1versh1p Wh1Ch has not been revokedo
UoSoAoloD .. /E .. , through CLUSA, has been ass1st1ng FECOPAM
S1nce January 1972" Prov1s1onal U.. SoA .. I .. D .. /Eo econom1C
and techn1cal ass1stance was agreed to 1n ProJect Agreement
Noo 72~08 of December 8, 1971, allocat1ng $50,000 to defray
FECOPAM's operat1ng costs dur1ng 1972 and prov1ded for
CLUSA's techn1cal ass1stanceo

Although FECOPAM cont1nues operat1ng 1n the present CY
under 1ntervent1on by the Government of Ecuador and under=
g01ng reorgan1zat1on, the work plan mutually agreed to 1n
the ProJect Agreement requ1red, (1) a work plan of the
types of techn1cal aSs1stance to be prov1ded as well a~ a
deta11ed Job descr1pt1on for one full~t1me CLUSA agr1=
cultural cooperat1ve adv1sor to FECOPAM~ (2) that by May 1,
1972, FECOPAM w1th CLUSA ass1stance w111 present to the
Nat10nal D1rectorate of Cooperat1ves o CLUSA and UoSoAoIoD~/E.

for the1r approval the results of a study of the econaro~c

feas1b111ty of FECOPAM, that w111 1nclude a plan for
cap1tal1zat1on and f1nanc1ng of FECOPAM~ and a three=yea~

prO)ect10n of expense and 1ncome budgets w1th proJect10~S

of AaIoD o f1nanc1ng requ1rementso The study should also
1nc1ude spec1f1c econam1C feas1b1l1ty stud1es and work plans
that w111 be carr1ed out for each of the reg10nal proJects
w1th Wh1Ch FECOPAM expects to work dur1ng CY 1972~ (3) thot
FECOPAM w111 1n1t1ate the 1mplementat1on of a data
collectl.on system under a schedule that wJ..ll be mutually
agreed between FECOPAM and UoSoAoIoDo/Eo by February 15 p

19721 (4) FECOPAM w1l1 ma1nta1n 1tS own account1ng system
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and be respons~b1e for payment of all of ~ts expend~tures~

and (5) FECOPAM w~ll contr1bute from ~ts own sources
s/. 257,726 for ~ts operat1ons costs~

FECOPAM has twelve (12) people ten 0' wrlr-rn are mana
gement or techn1cal, general manager, [our department
heads and f~ve extens~on~sts. The total annual payroll
of all FECOPAM employees ~s currently s/. 591,000 ($23,640)
per year, or approx1mately 45% of the annual budget.

b. Cond1t10n

FECOPAM has Just completed the f~rst phase of ~ts

program wh1ch ~ncludes tra1n~ng, organ~z~ng base-level
cooperat~ves, deve1op~ng work plans and ass~st~ng ~n

establ~sh~ng 1ncome produc~ng ent~t~es. In th~s phase of
development FECOPAM has not begun to generate ~ts own
revenue. Th~s recently completed phase ~n FECOPAM's
development and non-entry ~nto the commerc~al phase
precludes an eva1uat~on of the~r management ~n the commer
c~a1 phase. Management appears to have been effect~ve

~n the f~rst phase. For example, 48 of 87 ex~st~ng base
level cooperat1ves have been aSS1sted by FECOPAM ~n the
organ~zat1ona1 phase.

At the t~me of our rev~ew FECOPAM was prepar1ng to
enter ~nto the commerc1al phase of 1tS operat~onso There
was ev~dence of FECOPAM management plann~ng ~n the areas
of 1nterna1 adm1n~strat1ve procedures and budgetary
proJect1ons of ~ncome and operat~onal costs for future
operat1onal per10ds through 1976. For example, FECOPAM
subm1tted ~n March 1972, work and tra~n~ng plans, proJ€ctb
for agr~cu1tural cooperat1ves development ~n the prov~nce~

of cotopax1/Tungurahua and ~n Santo Dom~ngo de los Colora=
dos. The former was subm~tted through CLUSA to UoS.AoIoD./Bo
for approval on October 10, 1972, wh11e the latter had not
yet been rece~ved by U.S.A.I.D.!E. 1n acceptable form. In
add~t~on, FECOPAM subm~tted ~n May 1972, 1ts operat1on and
1ncome budgets proJect~on for 1973-1976. These proJect~ons

were sa1d to have been d~scussed ~n person by the part~es

concerned, no wr1tten comments ex~st.
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FECOPAM has not establ~shed a data collect10n system,
through wh1ch the 1mpact of the proJect could be evaluated.
In add1t1on, the sem1annual reports subm1tted by FECOPAM
do not prov1de suff1c1ent 1nformat10n so as to deterrn1ne
the number of new base-level cooperat1ves 1ncorporated to
the federat10n, number of cooperat1ves, type of cult1vat10n
and crops product10n, etc .. , and FECOPAM's account1ng system
and adrn1n1strat1ve procedures are def1c~ent and lack
adequate f1nanc1al analys1s to show the true f1nanc1al
cond1t10n of FECOPAM ..

5. FINANCIAL CONTROL

a.. Background

Account1ng control procedures and re11able f1nanc1al
report1ng contr1bute to effect1ve management and clear
delegat10n of author1ty, asset accountab1l1ty, and a1ds an
organ1zat1on 1n the orderly d1rect1on and coord1nat10n of
1tS affa1rs ..

Two reports are essent1al to f1nanc1al management, the
statement of F1nanc1al PosLt10n (Balance Sheet) and state
ment of Income (Prof1t and Loss) .. These reports must be
1n a format that management can understand and use to
evaluate past performance and to program future operat10nso
The statement of F1nanc1al Pos1t10n should be des1gned to
emphas1ze the work1ng cap1tal ava1lable (excess of current
assets over current l1ab1l1t1es), f1xed assets, long=term
11ab1l1t1es, cap1tal and earn1ngs reta1ned.. The statement
of Income should be des1gned to summar1ze 1ncame and the1r
related costs and operat1ng expense by appropr1ate clasS1=
f1.Cat10n ..

bo CondJ.t1.on

FECOPAM and 1ts base-level cooperat1ve members'
account1ng procedures and repart1ng do not reflect accurate
f1nanc1al pos1t10ns or the results of operat1onso Th1s
cond1t1on IS caused by the federat10n's and cooperat1ves'
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want of management control and procedures As a result
f~nanc~al report~ng ~s not complete and of l~m~ted value
to management Formal records and report~ng are requ~red

to express accurately, promptly, systemat~cally, and
convent~onally the transact~ons that an organ~zat~on

enters 1.nt.o

1:"~nanc)al Rep0f,tlng

The federat~on and ~ts base-level member coonerntlves'-present flnanclal report~n does not accurately reflect
f~nanclal cond~tlon. The ormat does not facllltate
determ~n~ng worklng cap~tal, gross ~ncame, cost of sales,
and gross prof~t. The federatlon reflects ltS retalned
earn~ngs, ~n the balance sheet report~ng format, In the
accounts payable sect~on: and ~n the cooperat~ves, operatlng
deflc~ts (losses) are reported under accounts rece~vable

ThlS method of report~ng does not fac~l~tate analys~s by
management to manage effect~vely.

cash control

Lack of control over cash LS a serlOUS weaknesq CLDSA,
In 1. ts ~mnlemenl.u t 1.on l.grepmen t '1,0.71 th the fcoer<J. t ) on rf'qLll eN)

thC' cst".1bllqhmoni of a 2~sl.gl1ature wlthdra\l()l POllcy vlhlCh
Lhc fcdcr~Llon JS not obscrv~ng FECOP~1 malnt~lns one bank
deposltary. and checks dra~n requlred only the ~anager'q

s"ignature-
Accountlng Control

w~th~n the amount shown In FECOPAM accounts rece~vable,

there ~s ~ncluded the value of unpa~d re~mbursement vouchers
subm~tted to U.S A.I D./E., reg~stratlon fees, monthly
contr~but~ons and a port~on of losses charged to FECOPAMts
cooperat~ve members dur~ng the per10d 1968-1971, 1n the
amount of S/ 161,887 06 Informatlon provlded by FECOPAM
off~c1.als ~ndlcates these Lece~vables were recorded by
former management and are doubtful of collectIon.
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Cooperat~ve members have refused to pay for serv~ces that
ttey have not rece1vedo // •

• s

Recommendat1on NOe 3

U.S.A.leD. Ecuador should requ1re CLUSA:

(a) To develop for the federat10n an
account1ng system, control and
adm1n1strat1ve procedures that w1ll
ma1nta1n the accuracy and propr1ety
of transact10ns and the bookkeep1ng
records thereof, and develop a
monthly report1ng format that w~ll

a~d the federat10n t s management 1n
the orderly d1rect1on and coord~nat1on

of the federat1on,

(b) To adV1se and ass1st the Ecuadoreans,
1nclud1ng the d1rectors. managers,
accountants, and other respons1ble
employees 1n good management and
operat1ons pract1ceso

(c) To analyze the accounts rece1vable
account and adv1ce FECOPAM 1n the
correct procedure of wr1t1ng=off
uncollectable accountso

6. FEDERATION SELF=SUFFICIENCY

a. Background

A.I.D&s plan was to prov1de f1nanc1al support to the
federat10n dur1ng the format1ve per1od. The planned goal
for the federat10n at the end of calendar year 1972 was
that FECOPAM would be 25% f1nanc~ally self-suff1c1ent.

b. Cond~t1on

As of September 30, 1972, FECOPAM was cons1derably
less f1nanc1ally self=suff~c1ent than programmed accord1ng
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to ~nternal f~nanc~al statements prepared by the federat~on.

FECOPAM's budget proJect~on for 1972 est~mated ~ncome

for the year at s/. 257,726 ($10,310). As of September 30,
1972, FECOPAM's ~ncome from subscr~bed cap~tal of ~ts base
level cooperat~ve members, monthly contr~but~ons and fees
was s/. 37,954 ($1,520) and for the rema~n~ng three months
of calendar year 1972, forecast ~ncome w~ll not approach
the proJected self-suff~c~ency of 25%. As of September 30,
1972, U.S.A.I.D.!Ecuador had re~mbursed s/. 791,056
($31,640) for 1972 operat~ng expense wh~ch ~ncludes a
s/. 250,000 ($10,000) advance and vouchers ~n process of
payment.

Recammendat~onNo.4

U.S.A.I.D. Ecuador should appra~se

FECOPAM's degree of f~nanc~al self
suff~c~ency ~n compar~son to planned
self-suff~c~ency and A.loD. support
and determ~ne the effect the appra~sal

may have on A.I.Dts cont~nued support
of FECOPAMo

7. CLUSA ADVICE AND ASSISTANCE TO THE FEDERATIONS

a. Background

The Cooperat1ve League of the UoSoA. (CLUSA) was
contracted ~n 1966 to adv~se and ass~st UoS.AoloD./E.
develop anI agr~cultural cooperat~ve ~nfrastructure able
to prov~de f~nanc~al and techn~cal support for cont~nued

growth of the agr~cultural movement ~n Ecuador. To
atta~n th~s goal the M~ss~on suggested 12 targets that
would be met by December 31, 1972, succ~nctlyg (1)
establ~sh 75 base-level cooperat~ves and seven federat~on

level organ~zat~ons formed and funct~on~ng w~th well
tra~ned manager~al staff, techn1c~ans, and extens~on

agents. Shortly after s1gn1ng the ProJect Agreement
No. 72-08 the U.S.A.I.D. reduced the cooperat~ves to 30
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and the federat10ns to two~ (2) Increase the 1ncome of the
base-level cooperat1ves and the1r federat10ns from
agr1cultural products marketed and the sale of farm
supp11es; and (3) that FENACOOPARR would be 15% f1nanc1a1ly
se1f-suff1c1ent and FECOPAM would be 25% f1nanc1ally se1f
suff1c1ent~ To compass these goals, the Task Order requ1red
CLUSA tOg

1e Develop a program a1med at strengthen1ng the
agr1cultural cooperat1ves~

2. Determ1ne the means and resources needed for the
1mplementat1on of th1S program~

3. Ind1cate pr1or1t1es and set benchmarks for th1s
program~

4. Organ1ze agr1cultural cooperat1ves and promote
soc1al and econom1c 1ntegrat1on of same.

5. Tra1n and adv1se Ecuadoreans, 1nclud1ng d1rectors,
employees and members of cooperat1ve aSSoc1at10ns
and 1nst1tut10ns 1n operat10ns and management.

60 collect, tabulate and analyze stat1st1cs on
agr1cultural cooperat1ve development.

7. Adv1se on the preparat10n of pub11cat1ons, posters,
and other v1sual a1ds med1a needed for agr1cu1tural
cooperat1ve programs.

80 Prepare and superv1se tra1n1ng programs.

9. Prepare progress reports and statementso

10. Coord1nate w1th other cooperat1ve development
1nst1tut10ns~

11~ ASS1st coOperat1ves 1n develop1ng and 1np1ement1ng
data gather1ng and evaluat1ng systems.
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CLUSA 1n turn negot1ated Cooperat1ve Development
Ass1stance Agreements, hereafter referred to as 1mp1e
mentat10n agreements author1zed under the task order,
w1th the Nat1ona1 Federat10n of R1ce Cooperat1ves
(FENACOOPARR) December 30, 1970, and w1th the Nat1ona1
Federat10n of Agr1cu1tura1 Product10n and Market1ng
cooperatives '(FECOPAM) May 30, 1972. It was the 1ntent
of these part1es that these agreements be recogn1zed as
1mp1ement1ng documents to the p01nt where the federa~

t10ns could funct10n and operate product1vely on the1r
own. However, CLUSA would retain 1ts contractual
ob11gat1ons to U.S.A.I.D./E.

From October I, 1969 through September 30 0 1912,
contract d1sbursements per U.S.A.I.D. records wereg

Budget support for federat10ns
CLUSA - u.S. personnel costs
CLUSA - local and th1rd-country

personnel costs
u.S. d1rect-h1re costs
Commod1t1es

$291.850.86
161 0 681.79

117 0 646.00
91.163.73
39.219.07

$714,167.45
===========

Of the amount d1sbursed dur1ng the three-year per10d,
$542,562.79 was pa1d by adV1ce of charges and the
rema1nder, $171,604.66 pa1d locally. Our reV1ew was
11m1ted to a test of the budgetary support for the federa
t10ns as CLUSA's account1ng records are ma1nta1ned 1n
wash1ngton, D. C. and subJect to A.I.D.!W. exam1nat10n.

b. Cond1t1on

CLUSA was successful 1n organ1z1ng base-level coopera
tives dur1ng the per10d 1966-1970. B~t CLUSA has had
11m1ted success 1n organ1z1ng well-managed cooperat~ves

federations S1nce 1971 for FENACOOPARR, and 1912 for
FECOPAM. Based upon our reV1ew and observat10n CLUSA~s
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l1m1ted success 1n organ1z~ng cooperat1ve federat10ns 1S
a want of commerc1al expert1se on the contract team, what
appears to be over re11ance on 1mplementat1on agreements
w1th the federat1ons, and no eV1dence of per1od1c evalua~
t10n of the federat10ns to 1dent1fy proJect problems.
These cond1t1ons have contr1buted to weak federat10n
management, weak 1nternal control, and h1gh operat1onal
costs.

Dur1ng the per10d 1966-1970, CLUSA promoted base
level cooperat1ves 1n coffee, r1ce, and other agr1cultural
products. There are 29 base-level r1ce cooperat1ves 1n
FENACOOPARR and 48 1n FECOPAM~ These cooperat1ves have
been educated 1n the ph1losophy that through cooperat1ves
they can obta1n better pr1ces sel11ng as a un1t~ From
1971 to date, CLUSA was to emphas1ze the development of
cooperat1ve federat10ns 1n market1ng the products of the
base-level cooperat1ves 1n a un1fied fronto

The contractor representat1ves 1n Ecuador were not
or1ented toward commerc1al market1ng 1n a not-for-prof1t
enterprise. Th1s may have curta11ed federat10n management

•

One of CLUSA'S f1rst acts after the federat10ns were
formed was to s1gn implementat10n agreements w1th the
federat10ns that transferred much of CLUSA's contractual
respons1b1l1t1es to the newly formed federat1ons. ~s
agreement appears to be one of the maJor causes for the
federat10ns' l1mited success. For example, the federat10ns
1nd1cate CLUSA aia not adv1;e, gU1de, evaluate or report
on problems or solut1ons to the federat1onso contrary to
contract prov1s10ns, CLUSA d1d not prov1de the serV1ces of
a full-t1me techn1c1an 1n r1ce and cooperat1ve federat10n
operat1ons to FENACOOPARR for four months, 1t d1d not
enforce a s1mple requ1rement that all federat10ns' checks
have two s1gnatures1 1t d1d not adv1se and ass1st the
federat10ns 1n estab11sh1ng an adequate account1ng and
report1ng system that would contr1bute to effect1ve
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managementt 1t d1d not, unt11 after repeated requests,
ass1st FENACOOPARR prepare 1tS 1913=1975 budgets3 1t d1d
not ass~st cooperat1ves 1n develop1~g and 1mplement1ng
data gather1ng and evaluat1ng systemso

In the Miss1on 1 s op1n1an the Contractor's default was
due 1n large part to the 1nord1nate amount of t1me wh1ch
the Ch1ef of Party devoted to Reg10nal Task Order Noo 2
and other act1v1t1es unrelated to UoS.AoI.D./CLUSA Task
Order Noo 4. The proJect mon1tor reported hav1ng d1scussed
th1S s1tuat1on w1th the Ch1ef of Party on several occaS1ons
w1th l1ttle success o The matter was reported to the CLUSA
country representat1ve's super10r dur1ng the latterOs V1S1t
to QU1tO 1n August 19120

In our op1n1on, CLUSA has not tra1ned and adv1sed
Ecuadoreans, 1nclud1ng d1rectors o employees, and members
of cooperat1ve aSSOc1at1ons and 1nst1tut1ons 1n operat1ons
and management: nor has CLUSA effect1vely superv1sed the
federat10ns or reported to the federat10ns' d1rectors or
U.S.A.IoDo/E. Also, the cond1t1on of the account1ng
records and pract1ces 1nd1cate that the CLUSA representat1ve
had less than des1rable expert1se 1D adv1s1ng a cammerc1al
enterpr1se. eLl/SA

8 0 CONTRACTOR REPORTS

a. Background

Art1cle IV of the contract requ1res four types of
reports from CLUSA~

(1) Quarterly Progress reports cover1ng all work
performed 0

(a) Act1v1ties dur1ng report1ng per10d (~nclud~ng

those of local techn1c1ans and those of
organ1zat10ns w1th wh1ch techn1cxans are
work1ng) •
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(b) MaJor problems 1n the proJecto

(c) Act10ns planned dur1ng the next quartero

(2) Cornp1et10n of ass~gnment report by each techn1c1an
cover1ng act1v1t1es undertaken and recommendat1ons
for the futureo

(3) Inter1m and spec1a1 reports as requested by UoSo
AoloDo or the AoloD./Wo Contract1ng Off1cero

(4) F1nanc1al reports subm1tted every two months on
actual CLUSA monthly expend1tures under th1s Task
Order by budget 1tem, compar1ng these to the
budgeted f1gureso

b. Cond1t10n

CLUSA d1d not f11e w1th U.SoAoloDo;Eo any quarterly
reports on the federat10ns unt11 October 1972. The report
rece1ved at U.S.A.loD./Eo 1n October covered the per10d
January to March 19720 In that report the CLUSA represen
tat1ve stated that he stopped send1ng reports because, 1n
the CLUSA representat1ve's op1n1on, no one 1n UoSoA.I.D./E.
or CLUSA read them.

Our reV:Lew of th1s one report 1nd1cated that the
CLUSA adV1sor d1d not follow the su ested format~

espec1a y, 1n report1ng maJor problems 1n the proJect
and act10ns planned dur1ng the next quartero For example,
CLUSA stated that they were not reCe1V:Lng requ1red reports
from FENACOOPARR but CLUSA d1d not state what act10n 1t
would take to obta:Ln the federat1on's reportso CLUSA
stated that the account:Lng records were sat:Lsfactory but
there was a lack of control over cash, 1nventor1es, and
advances but, aga1n, d1d not state what act10n 1t would
take to resolve these problems.

The CLUSA representat1ve who was 1n Ecuador dur1ng the
per10d under aud1t has departed posto But he has not f1led
a comp1et1on of ass1gnment reporto U.S.AoI.D.;E. s1gned
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off on the CLUSA representat1ve 1 s post clearance w1th the
notat10n that UoSoAoloDo/Eo must rece1ve the complet1on of
ass1gnment report 1n two weeks.

Recommendat1on No.5

U.S.A.I.D. Ecuador should requ1re CLUSA:

(a) TO develop a program a1med at
strengthen1ng the agr1cultural
cooperat1ve~ espec1ally, the
federat1ons.

(b) To 1nd1cate pr1or1t1es and set
benchmarks to measure progresso

(c) TO tra1n and adv1se Ecuadoreans,
1nclud1ng d1rectors, general
managers, accountans, and members
of cooperat1ve assoc1at1ons and
1nst1tut10ns 1n operat1ons and
management 0

(d) To ass1st federat10ns 1n develop1ng
and 1mplement1ng data gather1ng and
evaluat1ng systems.

(e) TO prepare at least quarterly
progress reports that state clearly
progress or lack of progress,
problems and Solut1ons to those
problems.

a. Background

A.I.Dls ProJect Management Handbook - Techn1cal
Ass1stance prov1des the cr1ter1a for a management system
to ach1eve effect1ve management of techn1cal aSS1stance
proJects. Th1S cr1ter1a charges the M1SS1on D1rector
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w~th the respons1b~1~ty for ~mplement1ng the management
system ~n host countr~es. The D1rector's delegated
proJect mon~tor ~s charged w~th the manager1al funct10ns
of plann~ng, organ~z~ng, mot~vat~ng, commun1cat~ng, and
coord~nat~ng efforts to accompl~sh proJect obJect1ves~

b. Cond~t~on

There was 1nd1cat~on the U~S.A.I~D~ had made less than
des~red progress towards ~dent~fy~ng and resolv~ng problems
wh~ch have developed ~n the agr~cultural cooperat1ve proJect
over the past two years. Thus CLUSA ~mplemented and
superv1sed the cooperat~ve proJect w~thout substant~ve

U.S~A.I.D. mon1tor1ng~ that 1S, ~n our op1n~on, 1f the
proJect mon1tor had exam1ned the account~ng control of cash,
advances, and 1nventor1es the def1c~ency would have been
revealed ear11er. However. S1nce arr1val of a new proJect
mon~tor ~n Apr~l 1972 f the M~SS10n requested an aud1t, ~n

June, based on M1SS10n knowledge that the proJect was not
runn1ng smoothly.

The U.S.A.I.D. d~d not rece1ve CLUSAls quarterly
reports for the 21 months end1ng September 1912. Accord~ng

to U.S.A.I.D. records, wr~tten requests for quarterly
reports were begun ~n June 1972. The proJect mon1tor
stated that pr10r to formal~z~ng the requests ~n wr1t1ng
several oral requests were made w~th no success.

The U.S.A.I.D. evaluated the qual~f~cat1ons of CLUSAls
representat1ve ~n December 1971, and requested CLUSAls
ass~stance ~n obta1n1ng a replacement adv~sor w1th bus1ness
exper1ence. A March 1972 arr~val date was requested for
a FENACOOPARR adV1sor who was also scheduled to replace the
Ch1ef of Party upon the latters departure ~n Decmeber 1972.
However, the pos~t~on could not be f111ed unt11 July 1972~

In our op~n10n, much of the commerc1al phase, wh~ch 1ncluded
f1nancial ~anagement and control, requ~red expert~se not
yet apparent 1n our rev~ew. FENACOOPARR management weak
nesses 1ncluded the ~nab~l~ty to un~fy the base=level
cooperat~ves ~nto the federat10n to market the1r resources
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on a un~f~ed fronto As a result FENACOOPARR's base-level
cooperat~ve members have not met the~r subscr~bed cap~ta1

pledges.

FECOPAM's base-level cooperat~ve members have not pa~d

the~r serv~ces and member fees for the per~od 1968 through
1971 because no techn~ca1 serV1ce was prov~ded by FECOPAM
to 1ts cooperat1ve members. w1th resumpt~on of serv~ces

1n 1972 under U.S.A.I.D. support the cooperat~ve members
began pay1ng the1r fees. FECOPAM reflects the amount
due sf. 161,000 ($6,475) as accounts rece1vab1e ~n ~ts

balance sheet. In the 0p1n1on of FECOPAM management the
fees for that per10d are unco11ectab1e 0

The U.S.A.I.D's re1~ance upon CLUSA and ~ts resultant
arm's-length mon~tor1ng affected the U.S.A.IoD's mon~tor~ng

of progress toward proJect goals.

Recammendat10n No.6

U.S.A.I.D. Ecuador should:

(a) Ident1fy and develop workable
solut~ons for the maJor barr1ers
towards cooperat~ve program
progress.

(b) Act~ve1y mon1tor the program.- -
(c) Enforce CLUSA's report1ng

requ~rementso

....
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PROJECT No 518-11-995-096.1

GENERAL MANAGER' 8 TRAVEL COSTS

Page 1 of 2

Voucher
Dates

From To
--1971-

Total
~QU1tO

Re1mbursed by FENACOOPARR
Transp.

Outs1de Costs Per Diem
Ecuador 51 s/.

Total

~

Re1mbursed by Coop. Bank
Transp.

Outs1de Costs Per D1em
QU1to Ecuador 5/. s/.

Total

~

1/25 1/28 3 3 525.00 1,013.30 1,538.30
2/03 2/04 1 1 225.00 1,622.00 1,847 00
3/01 3/03 3 3 412.50 1,003.50 1,416.00
3/19 3/20 2 2 225.00 535.90 760 90
5/15 5/18 4 4 525 00 697.10 1,222 10
5/07 5/09 3 3 375 00 744.90 1,119 90
5/21 <;/23 2 2 262.50 262.50
6/09 6/12 4 4 517.50 572.50 1,090.00
7/09 7/10 1 1 225 00 114.50 339.50 7/09/71 1 399 80 300 00 699 80
7/25 7/31 7 6-Costa R1ca 10,049.55 7,750 00 17,799.55

I-panama (A)
8/09 8/14 6 6 825 00 825 00 8/13/71 1 399 80 300.00 699 80
9/09 9/11 3 3 337.50 534.40 871 90 9/10./71 1 399 80 300.00 699.80
9/16 9/17 2 2 375 00 966.40 1,341 40 9/17/71 1 399 80 300 00 699 80
9/30 10/02 2 2 300.00 300 00

12/03 12/04 2 2 312.50 908 40 1,220 90 12/03/71 1 200 00 300.00 500.00
12/05 12/07 4 4 612.50 468.00 1,080 50 12/07/71 1 399 80 300 00 699.80
10/21 10/22 15 2-Rome 4,907 28 12,283.38
10/28 10/29 2-Geneva 462.30
11/09 11/13 3-Madr1d 3,105 00
11/14 11/19 6-Valenc1a 3,808.80

---- 2-par1s

TOTAL 1971 64 42 22 14,717 05 30,601.78 45,318 83 6 2,199.00 1,800.00 3,999.00
===== ===== ============= ========= ========= ========= ===== ======== ======== ========

(A) Transportat1on cost pa1d Metropolitan Tour1ng
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~age It. 0.1: It.

Re1mbursed by FENACOOPARR Re1mbursed by Coop. Bank
Voucher
Dates

From 1:2.
1972

Total
~QU1tO

Outs1de
Ecuador

Transp.
Costs
sf.

Per D1em
sf.

Total
st. Date

Transp.
Outs1de costs

Quito Ecuador s/
Per D1em

sf.
Total

-.:EL

300 00
300 00

300 00
300.00

10,641 60 10.641 605/15/72 to 10 days
8/17/72 same c1t1es

7/17/72 1
7/25/72 1

(c) 399 80 262 50 662 30
(c) 399 80 375 00 774.80
(c) 400 80 75 00 475 80
(c) 400 80 187 50 588 30

187.50 187.50
200 40 412 50 612.90

(C) 399 80 892.50 1,292.30
(c) 399 80 4172.50 812 30

399 80 735 00 1,134 80
719.50 719.50

3-Sant1ago 2,862.00 9,072 00
4-Buenos A1res 4,860 00
3-Montev1deo 1,350.00
2-Buenos A1res
2-Madr1d 3,204 00 25,834 92
7-Rome 8,13-2 82
7-Cordoba 8,557 35
3-New York 5,940.75
4-San Juan

400 80 840 00 1,240 80
(c) 400.80 450.00 850.80

310 00 310.00
(C) 400.80 2,698 00 3,098 80

444 00 712.50 1,156.50

2
3
2
2
3
3
4
3
3
3

4 4
2 2
1 1

11 11
_1 1_

1/08 (B) 2
1/14(B) 3
1/21 (B) 2
2/05 (B) 2
2/11(B) 3
3/04 (B) 3
3/11(B) 4
3/16 3
3/30 3
4/15 (B) 3
5/01 12

5/18 6/10 23
(Note: Daily per d1em
1n Europe was at US
$40 and New York at
US $30)
6/20 6/26
7/11 7/13
7/17 7/18
7/24 8/05
8/24 8/25

1/03
1/09
1/15
1/29
2/06
2/28
3/05
3/13
3/27
4/10
4/19

==== ===== ============== ======== ========= ====~-===

TOTAL 1972 82 47 35 4,647.40 44,236.92 48,884.32 2
=====

11,241 60 11,241 60
========= =========

32

(B)
(c)

These dates 1nc1uded tr1ps to the cooperatives.
Transportat1on costs are pa1d to the manager sometimes and at other times to the Metropolitan Touring
Ne1ther the personal voucher nor the Metropo11tan Tour1ng 1nV01ce have t1cket coupons attached
Assum1ng a t1cket 15 picked up a day or two before the f11ght, we have entered the t1cket cost per
Metropo11tan's 1nV01ce



PROJECT No. 518-11-995-096.1

Inventory 8-31-72 -~er Statement 8-31-72

Page 1 of 2

Correct Total

Inventory Cards
Bal;Jahoyo

Per

Q£L. InsectJ.cJ.des unit Cost ~ ~ QJ:L

13 GIns starn F-34 153 92 p/gln 2,000 96 0
20 GIns Weed k111er 30 60 P/g1n. 1,612 00 20
12 GIns Surcopur 229 32 p/g1n 2,751 84 12
22 GIns Dacod1da 150.28 p/g1n 3,306 16 22
1 Mesto Pump 1,248 00 Pump 1,24800 1
1 IrJ.s PumP 1,387.88 Pump 1,387 88 1
1 Sen10r Pump 1,759.18 Pump 1,759 18 1

10 Lbs A1dr1n 30 23 p/1b 302 32 0
41 Lbs BHB 6 10 p/lb 250 08 41
61 Urea Bags 96 90 p;bag 6,213 65 32

124 KJ.1os of DJ.tlterex 95.68 plk1. 11,864 32 84
Bags of AmmonJ.um Sulfate 73.44 (4,993 92) 9

4 Bottles of D1amJ.non 187 40 p;b 747 14 5

28,449 61

InsectJ.c1des not on
statement

x
x
x
x
x
x

x

1,612 00
2,751.84
3,306.16
1,248.00
1,387 88
1,759 18

250 08
3,100 80
8,037 12

660.96
937 00

25,051 02

Over Value

2,000.96

302 32

3,112 85
3,827.20

(5,654 88)
(189.86)

3,398.59

Glass EndrJ.n
Masks
T111ex
Kasum1n

153.92
207 74

27.05
150.28

33

13
2

25
6

2,000 96
415 48
676 25
901 34

3,994.03 (3,994 03)



paqe 2 of 2
Per Inventory Cards

Babahoyo
Un1t cost un1t Total Q.EL. Correct Total Over Value

421.20 p/r 14,742 00 5 2,106 00 12,636.00**35

Tools

Rolls of Taro W1re
100 1bs
Other 10 1tems were
correct

TOTAL 8/31/72

8,169 59

22,911 59

51,361 20
=========

x 8 169 59

10,275 59

39,320 64
=========

12,636 00

12,040 56
=========

* At the t1me of our aud1t, 10/31/72, the September statements had not been completed
** The un1t cost of 8 of 11 1tems d1ffer between statement and Babahoya. See August

Balance Sheet.
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USAID/ECUADOR

INSTITUTIONAL DEVELOPMENT-AGRICULTURAL COOPERATIVE

DISTRIBUTION OF REPORT

Number of
cop1es

6 M1SS10n D1rector

1 Ecuador Desk, AIDIW

2 OPNS/LA, AID IW

4 AG/AUD, AID;W

1 AG/IIS, Panama

1 IGA, Wash1ngton

3 AAG!LA, Panama

1 SER;MO/OO, AID;W

35

EXHIBIT C


