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SUMMARY NARRATIVE STATEMENT

A, Strategy

USAID/Pe.ra.guay is submitting 2 revisged Development Assistance
Program (DAP) concurrently with thz FY 1979 Annual Budget Submission
(ABS). Therefore, this narrative is a summary of our DAP strategy
statement which should be consultel for detail., The only new
information presented here is how our program relates to Section 102 (d)
of the Foreign Assistance Act.

The Mission has selected two major groups within the poor
majority as targets for assistance: farm families with holdings of
twenty hectares or less, and rural families who work in crafts and
smell industries. We estimate these groups contain more than one
million of the rural pocr, drawn from 140,000 farm families with
small land holdings and 63,000 families dependent on employment in
crafts and small Industry outside of Asuncion. This selection is
based on data from the Small Farmer Sub-Sector Assessment (1976) and
from a 1974 study conducted by the United Nations and the Government
of Paraguay (GOP), in bcth cases the most recent data available.
According to the only available study on income distribution,
average annual per capita income for the rural poor was less than
$175 in 1973.

The GOP's National Development Pilan for 1977-1981 puts special
emphasis on three factors: exports, agroindustries, and import
subgtitution., The Flan says very .Llittle about improving income dis-
tribution and very much sbout rais:ng the rate of growth. It should
be ncted that these two goals are not necessarily mutually exclusive,
except perhaps in the short run.

Our development assistance shrategy must focus on orienting
specific low-incoame groups toward ithe development process. The
Paraguaysn economic system is predominantly market-oriented and
market-directed, and the basic strategy of development toward the
external market is sound. In the lMission's view, the best way to
agssure the poor majority a share in the output which is distributed
through the market is to equip and assist them to secure a place on
the production and employment side of the market. In short, USAID
proposes to encourage balanced econcomic growth by incorpeorating to
the maximum extent possible the poor majority into the national
develcpment process.

To implement our development strategy, we have selected three
means of increasing opportunities flor low-income rural households:

a. 3By identifying alternative agricultural products for which
there are expandirg internsl or extiernal markets.
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b. By stimulating non-farm altermative cpportunities for
labor employment,

¢. By strengthening the socio-economic infrastructure (insti-
tutions) in rural areas.

B. Section 102 (d) of the Foreign Assistance Act

We find that our strategy and proposed pregram are consistent
with the concerns expressed by the Congress in Section 102 (d).
These concerns and our comments are listed belcow.

1. Increase agricultural productivity per unit of land through
small farm, labor-intensive agriculture.

Both the GCP and USAID are committed to increasing agri-
cultural production, although the latter limits its attention to
the small farm sector in keeping with the Agency's emphasis on the
poor majority. The GOFP seeks to increase production and improve
its quality as a national agricultural sector goal through the
following activities: 1) encouragement of production for export
through specific crop programs, credit, research and extension activ-
ities; 2) promotion of agroindustries and import substitution through
preferential treatment for cooperatives and tax incentives for
priority investments, and 3) opening new, potentially more fertile
lands for colonization.

While it is hard to measure the impact of GOP policies on
small farmers, the rural poor have enjoyed some obvicus benefits.
In 1961, no small farm-produced crop earned more than $1.5 million
in the aggregate, whereas in 1976 small farm production accounted
for 40% of the country's agricultural exports. Cotton and tobacco
exports, both primarily produced on small farms, earned $34.6 million
and $14.7 million respectively in 1976, Since initiation of the land
reform institute in 1963, some 88,600 families have been settled on
new land under colonization programs.

Constraints to further agricultural development identified
by the Mission are the low productivity of land and labor, the poor
use of human and natural resources, the inadequate markesting struc-
ture, an insufficient agricultural data base, and insufficient
funding for the Ministry of Agriculture (MAG).

A.I.D. projects are gpecifically designed to increase the
productivity per unit of land in the following ways:

1) improvement of credit and marketing facilities

2) support for cooperatives and community development
groups



3} support for crop intensification research and
promotion, ineluding production, processing, and
marketing of alternative small farm products

4) rationalization of natural resources, including land
title improvement, a soll and water survey and small
farm land resource ldentification

5) development and promotion of sppropriate technologies
for small farm use

6) marketing research
7) rural road improvement
8) loan-funded budget support for the MAG

Al]l Mission projects contribute to improvement of the
agricultural data base.

2. Reduce infant mortality

The Ministry of Health (MCH) lists reduction of infant
mortality as a primary objective in its National Plan. Dabta from
the Plan show that the rase of mortality (per 1,000) for infants
of less than one year of age fell from 101.7 in 1968 to 84,2 in
1973, a level still unacceptably high. The reduction in infant
mortality is not explained and may reflect weaknesses in reporting
and statistics rather than health improvements., Causes of death
for children less than five years of age are generally agreed upon:
diarrhea related fatalities, followed in declining order by pneumonia,
malnutrition, and intestinal parasites. Among infants of less than
oné year, prematurity and tetanus are the chief causes of death,
with poor sanitation and inadequate diet important contributing
factors.

The major structural constraint faced by the Ministry of
Health is its low budget, which permits a per capita expenditure
of only $2.51 in 1977. The MOH does not have funds to implement
public health activities at levels nzcessary to satisfy the country's
needs, At present, the MCOH supports 90 health centers and 160 health
posts to serve rural areas, with salaries claiming the great part of .
the budget for rural health. Implemsntation of a better program for
maternal/child care will require greater financial inputs.

A I.D. projects in education and agriculture contribute
to reduction of the infant mortality rate through instruction on
sanitation and child care, and assissance which leads to better
and more varied samall farm production for home consumption., Also,

3



Health gains can be expected from increases in farm family income,
an aim of many of our projects. More directly, our ongoing popu-
lation project assists families to space children and limit their
number. Family size and intervals between children are clogely
related to the incldence of infant mortality among the poor.

USAID/Paraguay proposes a health sector assessment in
1977-1978 to define Mission strategy in this field. Based on the
assessmen%, we will propose a health sector loan in FY 1980 which
will likely focus on the problem of infant mortality,

3. Control population growth

The GOP has no population policy, and it is not likely
that a policy will be formulsted within the near future. Parasguay's
current growth rate is about 3%, a rate above the Latin American
average of 2.8% and a figure which would be viewed with alarm in
many other countries. The population is increasing faster than
Paraguay's ability to provide jobs and basic services such as health
care and elementary education. Because of low population density,
large amounts of land still available for settlement and historic
cultural factors, the national attitude is that the country is under-
populated., .

- At the personal attitude level, however, where the individual
must consider what the addition of each child means to levels of
family health and income, there is inecreasing acceptance for family
planning, The MCOH is implementing a vigorous program, which has
grown from 12 clinics and 5,000 acceptors in 1972 to 43 clinies and
32,000 acceptors in 1976. The MOH is moving toward targets of 263
health facilities which offer family planning services and 50,000
acceptors by the end of 1977.

The major constraints the MOH faces are national attitudes
toward population which are reflected by the lack of GOP policy and
the low budget allocated to the Ministry, not only for family planning
but for all of its activities. USAID/Paraguay proposes to continue
financial and technical assistance to the MOH in support of family
planning.

4, Promote greater equality of income distribution, including
measures such as more progressive taxation and more equitable returns
to small farmers,

The GOP directly addresses this Congressional concern in
three ways -- First, small fammers who belong to cooperatives receive
tax exemptions on items imported and exported through the cooperative
system. Second, farmers who settle land through the national land
reform system are exempt from property taxes for 15 years after receipt



¢f title to their land. Third, as & matter of administrative
practice rabther than an official policy, the GOP's Real Property
Tax Office does not pursu2 tax clairs against holdings of less
than ten hectares.

A,I.D., provides assistance to a cooperative federation
which now has about 10,000 small farmer members. We are proposing
three new projects which should further henefit small farmers by
asgisting the land titling process, promoting community organizations,
and stimwlating small industries run under the auspices of cooperatives.

5. Reduce rates of underemplcyment and unemployment

The Government of Paraguay's long-term strategy related
to the utilization of its human rescurces is to promote increased
econcmic (primarily sgricultural and industrial) growth so that the
economy can absorb more workers, Specifically, the GOP anticipates
that the construction of two hydroelectric plants on the Parsnd
River will create the necessary energy infrastructure to permit
industrial takeoff. The GOP also encourages the development of
export markets for agricultural products. The hydroelectric facil-
ities will come into production in the 1980s. At present, the
Ministry of Industry and Commerce (MIC) encourages investments
through Laws 349, 549 and 550 which give preferential treatment to
cooperagtives, artisans, and certain industries. The Ministries of
Education and Labor are promoting technical and vocaticnal education
to vpgrade the gkills of the population. The GOP also seeks to
absorb landless rural dwellers through its colonization projects and
provides employment through its expenditures in public works and the
military.

The major constraints or development problems which, in
the Mission's opinion, hinder fuller utilization of labor resources
are the following:

a) An underdeveloped industrial sector,

b) Seasonal fluctuations in the demand for agricultural
labor,

¢) Low skill levels of agricultural and industrial
workers, '

d) Lack of adecuate vocational training,

e) Underutilizetion of existing human resources, especially
women,

f) Undercapitalization of artisan and other non-farm
enterprises, and

g) Loss of talents and economic input due to sizeable
emigration, 5



A.T.D. is sponsoring or proposes projects in the agri-
cultural, educetiocnal and industrial sectors which seek to reduce
unemployment/underemployment and, in particular, provide non-farm
employment opportunities, These activities are described below
by sector.

Agriculture:

a) Development and promotion of lsbor-intensive crops in

minifundia areas to absorb unemployed/underemployed
family labor, .
b) Assistance to settlers in colonization projects,

c) Provision of credit to municipalities for community
development projects and agricultural and market-
related enterprises,

d) Promotion of agroindustrial enterprises (processing
and packaging).

Education:
a) Promotion of agricultural and vocational education,

b) TImprovement of teacher~training progrsms in agriculture
and vocational training. '

Industry:
a) Promotion of agroindustrial enterprises,

b) Provision of credit for small industrial concerns,
including artisaens,

¢) Provision of off-farm employment opportunities.

A.I.D. projects, hence, complement the Govermment of Paraguay's
strategy of creating more employment opportunities through continued
econcmic growth in the agricultural and industrial sectors.

c. Decision Packages
Our selection of priorities is based on Mission strategy,

which takes into account GOP poliey, the needs of the rural poor,
and our understanding of current AID/W guidance.
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The largest element in our minimm decision package is a
cunity/primary education loan because we believe that its
potential for upgrading rural labor force skills makes the most
important contribution to implementation of our strategy.

Another education project will continue its work on better
teaching of the Spanish language to the rural poor, whose lack of
Spanish limits employment opportunities and participation in
public affairs., Also Included at the minimm level are three agri-
cultural projects, two of which focus on rural families and their
organization into groups which participate in developmental activ-
ities, The third project will assist in research and extension

of information on better production practices and alternative crops
in *the minifundia. Special Development Activities is included
because of its success in involving target group participation in
community betterment projects and for its value in promoting

U.S5. interests,

In the current level decision package, assistance to population
is continued as an element of our strategy of increasing access to
socio-economic instituticaal infrastructure in rural areas. Rural
non-formal education is extended to promote better transfer of
technology by both public and private organizations, Three new
agricultural projects would be initiated, two of which focus on
rural family access to land. Land registration is a project which
will be a first step toward bringing order to the property title
system; lend rescurce identification is aimed at bringing better
planning to the resettlement process, Marke! planning and fechnical
assistance will focus on identifying constraints in the present
marketing system and making recommendations for improvements which
lead to higher net income for the rural poor. Technical support
components are included a% this level to fund consultants and studies
related to new project development and to complement program imple-
mentation activifies. ‘

In the proposed level decision packsge, we increase the size
of the community/primary education improverent loan in order to
increase the number of rural comunities which can be served under
the project. We also wowld start a small msnufacturing industry
development project aimed at stimulating market and employment
opportunities for rural families.

The program to be implemented at the funding level of the
minimum decision package can be carried cut with the workforce
assumed to be on board at the close of FY 1978, that is 18 0.3,
and 34 foreign national direct hire positions. At the level of
the current decision package, a workforce increase is required.

In this package, a populaition project is funded with the attendant
need to add one U.S, and two foreign national direct hire personnel
to implement the project. There are no additlons to the workforce
planned at the funding level of the Hroposed decision package.
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Operating expenge levels are consistent with the progrem
funding levels and the estimated workforce requirements. With
the proposed funding increase from the minimum to the current
program level, additional operating expense funding will be
necessary to cover needed support costs (household furnishings,
office equipment, vehicles, etec.) of both the direct hire and
contract personnel implied by the new projects proposed for
initiation. No additional funding is considered necessary at
the program level of the proposed decision package.
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Country/Program:

Food/Nutrition
Grants
Loans

Population
Grants
Loans

Health
Grants
Loans

Education
Grants
Loans

Selected Develop-

ment Activities
Grants
Loans

Total Functional

Accounts
Grants
Loans

Housing Investment
Guaranties (non-add)

Productive Credit
Guarantee Program

{non-add )2/

1/ Guarantee authority :

Paraguay
Table I
Long Range Program Plan
- (000s )
1973 Planning Period
1978 Request 1980 1981 1982 196§_
1,716 1.939 1.438 827 900 700
T.500 - 10.500 15.000 12,000 5.000
230 50 500 450 525 475
100 =0 350 325 275 250
- - 5.000 -- - 5.000
655 410 550 600 550 300
- 8.0C0C - 4,000 - -
50 2z] 209 350 300 200
3.051 3.15¢C 3.047 2.552 2.550 1.925
7.500 8,000 15.500 19.000 12,000 10.000

{500)

(5co)

1/@.500) (1.5¢0) (1.000)

(500)

for $4 million authorized August 5, 1975.

g/ Guarantee authority for $1.5 million authorized on May 13, 1977.



DAP DOCUMENTATION SCHEDULE

Sector Assessment (Spacify):

Other (Specify}:

PROGRAM : DATE APPROVED
YEAR DOCUMENTS TO. BE USED AS BASIS FOR PROGRAM PLANNING OR SENT TO AID/W
Original DAP November, 1973
DAP Revision May, 1977
Analytica; Description of Poor Majority MayL7i977
FY 1979 Summary Strategy Statement May, 1977
Sector Assessment (Specify): Small Farm,Suﬁ—Sector August, 1976
| _ Education April, 1977
Other (Specify):
Original LDAP
DAP Revision
Analytical Description of Poor Majority
- FY 1980 Summary Strategy Statement
Sector Assessment (Specify): Health April, 1978
. Agriculture November, 1978
Other (Specify}:
Original DAP
DAP ﬁevision
Analytical Description of Poor Hajority Feb 1
FY 1951 Summary Strategy Statement

February,-;929
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Country: PARAGUAY

Table IT
Punding Levels for FY 1977, FY 1978, FY 1979
(in $CCO)
FY 1977 FY 1978
Food/Nutrition
' Grants 653 1,716
Loans 10, 000 7,500
Population/Health
Grants 369 630
Loans - -
{Population)
(Grants) : (369) (530)
{Lcans) ' . - -
(Health)
(Grants) - (100)
(Loans) -
Education
Grants Loy 655
Loans - -
Selected Development Activities
Grants 50 50
Loa.ns_ - -
Sub-Total
Grants 1,563 3,051
YLoans 10, 0CC 7,500
Total 11,563 10,551

FY 1979

1,939

580

(550)
(30)

b1o
8, 000

221

3,150
8, 000

11,150
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AGENGY FOR INTERNATIONAL DEVELOPMENT |1+ TRANSACTION CODE - ABS
. A u ADD /CP
ABS/CP SUMMARY - TABLE I C = Cuamar Wcme .
w DELETE
5= COURTRY7ERTTTY AtvietinTNT, 5'35&‘"‘3‘“‘5 f?::‘:/o": ice___17. ceocmapnic
- « GODE
PARAGUAY . 8 oy ! b5 | [Cses 7
8. TYPE DATA 9. TYFE 1STANCE, —
| = ABS 2 = ABS Revision |1 » ProucsT
1 1
3 ace b oGP MTIrICATION .+ 2 a PrOGmAM
'ig'_':c.r 11, mRoIECT TITLE 1?%&. lsg—i'. g’mﬁ: é:siMARE TG.RN 17, suoceTs (an $§ ooo)
sea, - (30 cHARACTERS MAXIMUM) [OBL 1 atTHITION | cooe |inore
UENCE 191?4'3'5 cA
. AY QY ay LoP
T2-11X102
New
Q115 Small Farmer land
Registration - 1 79 | FN 231 G - - 150 150
0116 Small Farm Land Re-
sources Identificatioh 2 814 FN 233 GN - - 335 800
0117 Market Planning =and
Technical Assistance | - 81| FN 133 Gy - - 385 795
0118 Minifundia Crop Intensip
fication - | 81| FN| 253 GN| - - ¥rs | 1,500
Ongoing
0100 Technical Support 1 (Contj FN 190 GC | 204 110 ks Cont
0101 Credit Unions 2 : 80 N oLz GC . 320 306 2hg 2, 006
0103 Small Farmer Livestock ! !
Production - {77! PN} 124 ac 129 - - 503
0108 Comminity Based Rural
Development 2 79 FN 2hz GN - 300* 300 600
0109 Small Farmer Sector -
Program 2 78 FN 180 GN - 1,000 - 1,000
1 78 FN 180 L - [T,500* - 7,500
0111 Rural Roads - TT | FN 133 L 5,000 - - 5,000
0112 Market Town Development| - 78| FN 280 L 5,000 - - 5,000
:ZE-lleOEh-
New
Q305 Population II - 81 PH L3 GC - - 550 1,500
Ongoing
0300 Technicel Support 1 Conty FH 594 GC - 100 30 Cont
0085 Population - 78| PFH L3 GC| 369 530 - 3,152
#Deviation from FY 1978
c. P.
12 18, EQEE‘SOSUMENT
IN AIDﬁ‘V MM| DD i b d
T

AID [330-7(2-77)



[ 49

AGENCY FOR INTERNATIONAL DEVELDPMENT

T. TRARSACTION CODE

ABS/CP SUMMARY - TABLE III € = teamr e
_ B « DrirTE CODE 6
§- COURTRY/ERTTTY NEvIo oD, | oean ro L & BUREAU/DFF ICE 7. GECCRAMHIC
PARAGUAY D 718 Ao saou rtogoja: &?;6
8, TYPE DATA - 9 [w'JE"—mnm ——-‘;—
| = ABS £ a ABS REvision {1 =« Proucer
1 1
JacP b o CP HOTIFICGATION _ 2 » PrOSRAM
10, 12 13.. |14 15 16, |
11, erosEcT TITLE . |ES®., R pRIMan A 17. supccers (in § ooo)
IO (40 humairens menimand) Bt e B2 FOLESEE. ERAYS
UENCE onpi.i A
NO, 4 AY oy By LO®
-11X102
New
0505 Primery Education
Improvement I - 79 { EH 624 L - - 8,000 | 8,000
Ongoing .
0500 Technical Support 1 {Cont{ EH €90 GC | 153 183 20 Cont
0501 Rural Non-Formal
Education - 80| EH é11 G { 115 - 150 820%
0502 Fursl Redio Eduecation 3 78 | EH g2z GC ! 173 187 - 601
0503 Bilinguel Education 1 g1 EH €23 G - 23,5* 240 Boo
0506 Community Services for :
‘ Women (PWO) 2 78 | EH 660 GN 50 TO* - 120
72-11¥1026
New
0803 Smail Manufacturing
Industry Development | - gol T 733 GN - - in 330
Ongoing
0601 Special Development
Aetivities 1l {Cont ST 799 Gc 50 50 50 Cont
*Deviation from FY 1978
C. P.
13 T8, RezE oogomenT
IN AID/W MM| DD b d
LT

AID 1330-7 (2-77)
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PROJECT NARRATIVE STATEMENTS

Community Based Rural Development (0108}

The FY 1978 planned obligation has been reduced by $25,000.
Project Development work carried ocut to date indicates that the
revolving fund, an earlier planned $160,000 input, will not be
necessary. Moreover the project has been reduced from three to
two years, with a resultant life of project cost reduction of

$200, 000.

Smell Farmer Sector Program (0109)

Cost of loen component of project has increased by $2 million
in order %o include in the program support of the extension
service, a change required to strengthen the design of the
project.

Rural Non-Formal Education (0501)

A two year extension of the project is now planned, with funding
required for F¥s 1979-1980. A PP revision will be prepared to
extend the life of the project and to add $300,000 to total
project cost.

Bilingual Education (0503)

FY 1978 funding is increased by $46,000 in order to allow earlier
procurement of project commodities and because of higher than
planned costs of contract techniecians. Iife of project cost
remains unchanged.

Community Services for Women (0506)

A second year hes been added to the project as a result of further
development of the project design, adding $70,000 to total project
cost. The second year will provide assurance that the project
activities can become institutionalized within the PVO and will
permit the implementation of more sub-projects by the affiliates
of the FVO.
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Country: FPARAGUAY

Technical Assistance to Cooperatives

{$000)
Grant FY 1977 Y 1978 Y 1979
526-0101 Credit Unions 320 306 2hg
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SMALL FARMER LAND REGISTRATION 526-0115

I. Summary of the Problem to be Addressed and the
Proposed Soluticn

The land registration system in Paraguay is at the root of one
of the basic problems affecting the social and economic well-being of
a large portion of the country's rural population. That problem is one
of a widespread lack of clear land titles, resulting in precarious land
ownership situations and the existence of a large class of secondary
tenancies. The USAID/Paraguay Development Assistance Program {1978-82)
identifies this problem as a major constraint to agricultural develop-
ment in Paraguay.

While owners of urban lots and medium-to-large-sized rural land
holdings in Paraguay with few exceptions possess registered deeds to
their land, only & very small percentage of rural small holders 1/
utilize the land reglstration system. There are three principal reasons
for small farmers' alienation from Paraguay's land registration system:
(a) the legal process for recording land transactions is complex, time-
consuming and expensive; (b) the Property Registry Office for the entire
country is located in the capital city of Asuncidn, which mekes it vir-
tually inaccessible to small property owners outside the Central Zone;
and (c) the Registry Office is vastly underbudgeted, overcrowded and
inefficient.

The insecurity resulting from the lack of satisfactory land-tenure
conditions affects the economic and social well-being of Paraguay’s
small farmers in the following ways:

1. Lack of access to credit. Many sources of credit require a
land title as a prerequisite for loans, and even the most lenient of
credit sources requires land as security for intermediate-term loans
for capital improvements,

2. Lack of incentive to invest in land improvements (levels of
fertilization and liming which are beneficial over the long term, but
do not provide immediate responses; drainage; fencing and farm build-
ings) without a secure land title or long-term rental agreement.

3. Continued movement of renters by land cowners to avoid the
possibility of the renter possessing a particular piece of land for
sufficient time to acquire "squatters™ rights.

1/ Based on 1969 Ministry of Agriculture data, there are an estimated
lhl,216 farm units in Eastern Paraguay with less than 21 hectares
of land.
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4, Cases of disputed ownership and possession sometimes erupt
in fighting and acts of violence in the countryside,

5. Reported cases of abuses of small farmers' legitimate rights
to land resources by individuals wto were better-informed about the
process of acquiring legal rights to property.

The situation in recent years has worsened, rather than improved,
as a consequence of programs undertaken by Paraguay's agrarian reform
agency (IBR). In establishing colcnies, IBR has neglected to set up
an adequate system of record keeping. As the AID-funded cadastral survey
has discovered, the majority of the recipients of "provisional titles"
from IBR have falled to reglister these titles in the Real Property Regis-
try, as required by law, often with unfortunate consequences, To cite
one example, a problem arose recently between colonists and owners of
large land holdings in the Department of Alto Parané caused by the
existence of unregistered IBR titles and registered documents for the
same land. The problem emerged as land prices in the area skyrocketed,
attracting both land speculators ani unserupulous document forgers.,

In the Mission's Judgment, suach cases of acute rural unrest are
likely to occur with grester frequency as the economic picture of the
country improves, The result will be that the land tenure problem
which currently exists ir. a more or less dormant stage throughout much
of rursl Paraguay could eventually be converted into a situation of
severe egrarian instability.

The lack of clear land titles in Paraguay 1s caused by the inherent
flaws of a system of land registration which was developed without benefit
of adequate descriptions of the land holdings,which through the years
have been the subject of mumerous trasnsactions and recordings.

Although the original entry in the Property Registry was za land
title, subsequent transactions based on faulty or otherwise inadequate
property descriptions gradually converted the land title system into
nothing more than a register of documents--i.e., 8 deeds register. As
land transactlons cccurred, the deeds register grew increasingly volu-
minous, making it more ani more difficult to establish "root of title”
by means of a search of rscorded deeds, a search which must go back at
least 30 years, and often even further to the date of the original entry.

Moreover, since small rural lsnd parcels generally result from the
subdivision of larger holdings withcut benefit of survey, the recorded
deeds for the new small land units are even more subject to ambiguous
descriptions, further complicating the title search process. In addition,
the owner/occupant of such a unit runs the risk of litigation due to a
faulty description of his land.
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Bearing the brunt of the confused, inefficient and precarious
registry operation 1s the small farmer--in proportion to his income
and isolation from Asuncidén. As a first step, toward eventual improve-
ment of his land tenure rights, the Mission proposes to assist the GOP
to modernize itsa Property Registration Office and to bhegin to decen-
tralize property registration.

With a modest two-year grant, all Property Registry O0ffice docu~-
ments, many of which are now in danger of becoming completely worn out
and illegible, will be microfilmed, with microfilm readers provided
for title search, and steps will be taken to protect original documents
from further damage. Under a follow-on preoject, land registration offices
will be established in each department or other selected zones, and a
land commission created for each regicnal registry.

The project will provide the Property Registry Office, a depen-
dency of the Ministry of Justice and Labor, with the equipment and
suppliesgjheeded to modernize its operations and the services of a
property registration specielist to work with the Ministry in develop-
ing the legal and administrative changes and detailed project proposal
required for the follow-on decentralization activity.

In discussions with the host country about the proposed Project,
informsl agreement was reached on the nature of GOP inputs to the Project
as follows: First, the Property Reglstry Office will establish larger
and better physical facilities and will be provided with a larger cper-
ating budget to improve the efficiency of the registry function and to
undertake the microfilm/research/document-preservation activities; and,
second, the Ministry of Justice and Labor will creaste a special group
to work with the contracted property registration specialist.

By the end of the project, the following will have been accomplished:

1. The microfilming and preservation of recorded deeds for an
estimated h00,000 land holdings, including an estimated 150,000 small
farms;

2. Draft legislation prepared for the decentralization of the
Registry Office and for the creation of a land commission to deal with
the registration of small farms; and

l/ Included are microfilm camera with lights and table, microfilm readers,
£i1m developer unit, film cutter, card mounter and storage cabinets,
IM card filing cabinets, index card files, typewriters, rolls of
35 mm microfilm, chemicals, IBM window cards, cellophane or plastic
envelopes, and post binders and covers,
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3. A projeet document prepared, outlining the second phase - an
FY 1981 loans - of the land tenure modernization effort,

Major assumptions pertinent to project success include the followlng:
(a) that a qualified Spanish~speaking property registration specialist
can be contracted by A,I.D, for a one-year period; (b} that the GOP will
maintain the interest and cooperation it has demonstrated to date toward
the project; and (c) that larger lard holders do not offer organized
opposition to the Project or to the proposed follow-on activity.

Although there is no other donor activity, either current or
planned, in the land tenure area, A,I.D. has been assisting the GOP since
1974 through a $2.3 million loan to carry out a cadastral survey of
Eastern Paraguay, an area which contain 99% of the country's population.
Completion of the project is scheduled for CY 1979, at which time property
locations in almost all of the small-farmer areas will have been identified.

The cadastral loan and the proposed land registration project are
perfect complements, While the cadastral survey is mapping all land
holdings, the land registry will be recording rights to these holdings
baged, for perhaps the first time, on fully accurate property descrip-
tions, Apart from recording straight ownership rights, the register
should also record basic "occupancy" rights which are established by
working and living on a particular plot of land for a given number of
years. This is of special importancz to the small farmer for whom
occupancy or "squatting™ is the most common type of land tenure relation
at the 0-6 hectare farm-size level, L/

The Mission sees no alternative to the preservation of registry
records as part of a longer range goal to provide the fullest possible
security of tenure to the small rural-land holder.

The operating condition of the registry office and the resultant
inefficiency are almost beyond description. The deeds presented for
registration are copied longhand in ink on official paper, After the
proper seals and signatures are affined, the coples deeds are bound
into volumes using string, and these irregular volumes, filed by depart-
ment and district, are stacked on shelves from floor to ceiling in small
crowded rooms, The continuous handling and use of these precaricus
volumes for title search is destroying the majority of the older records.
Pages are torn, the ink is fading and the volumes are coming apart.

I/ The 1976 Small Farmer Sub-Sector Assessment reported, based results
of the 1972-73 small farm survey, that the average farmer with less
than seven hectares of total land owns only about one-third of the
land he has, while farmers with larger farms own more than two-thirds
of the land they use,
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Because the legal basis for land ownership in Paraguay rests with
thegse registered deeds, their preservation is of utmost importance, If
they are destroyed, the government will have no legal basis for protecting
property and land rights, and the consequences might lead to complete
disorder in some areas of the country, particularly those which experi-
ence substantial increases in land prices, If'this happens, the results
are predictable, and the small rural land holders will suffer most,

The small holder will be the primary beneficiary of the proposed
Project. With over 140,000 small farms in Paraguay of 21 hectares or
less, the spread potential of the Project is considerable.

II. Financial Reguirements and Plans

It is estimated the Project will cost $200,000,0of which $150,000
will be provided in grant funds by AID and $50,000 by the GOP through
in-kind contributions in services and facilities. The AID contribution

would be apportioned as follows:

FY 79 FY 8o Total
$ ™ $ ™ $ ™
Personnel
1 property registra-
tion specialist Lo 12 - -- Lo 12
1 photographic repro-
duction specialist 5 1 -- -- 5 1
Commodities 75 20 95
Other Costs .
Total $125 $25 $150

Although it is expected that the modernization of the Property
Registry Office to be accomplished under this Project will become
institutionalized during the life of the project, a second phase to
decentralize the registry function is proposed for FY 81 loan funding.
These combined efforts should contribute significantly to improving the
land tenure rights of small farmers in Paraguay.
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IIT. Development of the Project

Because of the samsall-funding requirement of the Project,the Mission
will dispense with the PRP and move directly to the Project Paper. The
PP can be developed by tie USAID staff for submission in May, 1978.
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SMALL FARM LAND RESOURCES IDENTIFICATION 526-0116

I. Summary of Problem and Proposa2d Solution

One cof the objectives of the Jovernment of Paraguay, as set forth
in the 1977-81 Plan, is the rational use of land resources. This
includes the proper exploitation of land suitable for agricultural
production as well as corservation of land which should not be brought
under cultivation, Such an objectire is difficult, if not impossible,
without accurate information about existing land rescurces as a guide
for planning.

Rural development projects to date have often been carried out in
the belief that there are vast areas of arsble lands throughout the
country that ere either underutilized or lying idle. This supposi-
tion has caused planners to make many premature and ill-considered
selections of lands for colonization and other agricultural develop-
ment activities, Planners selected such lands rather arbitrarily,
with 1little consideration of their potential asgricultural productivity.
As a result, several of these projects created undue hardships on large
numbers of small farmers, while causing irreparable damage to the land
itself.

A basice problem facing naticnal and international developers in
Paraguay is that there is a paucity of understanding of the physical
and ecological environment from which the small farmer must struggle
for his living. There are fundamental regional differences in the
soils, watersheds, natural vegetaticns and topography throughout the
country. Some are glarinzly apparent, even to the unsophisticated,
Others are more subtle in appearance, and when ignored, can cause
severe damage to the environment by erosion, flooding and scil depletion.
This makes it nearly impossible for small farmers to maximize their
benefits from the land, Until planners have a better understanding of
the environmental limitations on agricultural growth in Paraguay, they
will be unable to cogently advise small farmers how to fully utilize
thelr resources,

USAID/Paraguay proposes to implement & projeet that will overcome
the lack of knowledge about small land resources, The purpose of this
project will be to assist the Government of Paraguay to undertake a
study of potential land-use that will serve as the basis for planning
as well as for executing future land development progrems for small
farmers, The proposed study will complement other ongoing AID projects
with the Government of Paraguay, esp2cially those of the Small Farmer
Sector Program and the Rural Roads ILoan, The aforementioned projects
are dedicated to assisting small farmers with appropriate agricultursl
technologies and with better access roads in areas best suited for
small farm operations,
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This Misaion believes fhat for any agricultural development strat-
egy to be effective it must recognize at least four general categories
of land:

- Land sultable for agrieculture

- Land suitable for cattle raising

- Land suitable for forestry operations, and
« Land that should be left alcne.

Each of these categories should indicate subcategories of land,
such as agricultural land suitable for intensive cultivation, etc.

The obvious first step of the proposed project is to ldentify basie
categories and subcategories of land. Once this is done, the Mission
and the GOP can devise an appropriate strategy for focusing on the de-
velopment of those specific regions which sre best suited for small
farms, The following projects, for example, could be directed specifi-
¢ally toward regions which have lands that exhibit high agricultural
potential,

a. Promotion of smsll farmer credit unions;

b, Construction of secondary and feeder roads; (At the same time
the Project would identify areas subject to erosion, which
would be avoided);

¢. IBR colonization {and re-colonization);
d. CAH agricultural credit to small farmers;

e. Actlivities of the proposed land registration project to ration-
alize titles of small land holdings;

f. Rural education and health programs;
g. Promotion of agro-industries,

Ancther important benefit that would result from the Project is
an equitable system of rural property taxation. The Real Property Tax
Office would use the results of the study for rural land valuation
hagsed on land capability. At the same time the GOP could adopt a
policy of land tax penalties for those areas where the land is being
used improperly, which in this case could include both "over-use' and
"under-use™. (The Mission would encourasge the GOP to adopt tax in-
centives for small farmers in the areas identified for small farm
operations.,)
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The Project would slso identify areas of rural minifundios and
small farms, including IFR sponsored colonies, that are on soils and
land unsuitable for agriculture. The Mission might encourage the GOP
to create a special land financing institution for the resettlement of
the small farmers so affected., Such an institution would enable small
farmers to sell their land and/or improvements in areas unsuitable for
agriculture and to purchese land in regions more suitable for their
needs.

In summary, the Mission strongly recommends a potential land use
study as the most appropriate wey to identify first class agricultural
lands and as the best means o enable the Mission to direct all projects
towards developing small farmer agriculture in those areas best suited
for that purpose.

'ITI. Description of Proposed Project

The proposed project would be carried out in three stages of oper-
ation: The first stage would consist of training personnel and acquiring
vehicles, equipment and materials. The second stage would consist of
gathering data on soils, drainage, ete, and of producing thematic maps
at 1:200,000 and 1:50,000 scales., Eoth satellite imagery and conven-
tional aerial photography would be used for this purpose., The third
stage would consist of the analysis of the data and the clagsification
1f land areas by potentia’ use categories, This stage would produce
detailed potential land use maps at 1:50,000 and 1:20,000 scales. Upon
completion, the project will have the following estimated outputs:

a., 20,000 classified aerial photographs at 1:20,000 scale.

b. A set of 65 regional maps at 1:20,000 scale, each covering
an area of 1°of Latitude by 1° of Longitude.

c. A set of 270 thematic maps at 1:50,000 scale (15' Latitude
by 15' Longitude).

d. A set of 1,500 detalled pouential land use maps at 1:20,000
scale (5' Latitude by 7-1/2' Longitude).

In addition, the prcposed project will train about eight tech-
nicians in photo interpretation techniques and four or five profes-
sional people qualified in classifying land into the proper land use
categories and, in land use planning.
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III. Technical Assistance Inputs

The proposed project will require the following technical assis-
tance inputs:

a. Long term (24 months)
1 - Land-Use Ecology Specialist
b. Short term (3-4 months)
1 - Soils Scientist (Edaphologist)
1 - Geologist Geomorphologist)
1 - Forester Tropical Forest Specialist)
1 - Cartographer (Thematic Map Specialist)

IV. Inputs and Assumptions

a. Equipment and Supplies

The project will require the following vehicles, equipment,
and supplies:

1. Field vehicles and spare parts,

2. Photointerpretation equipment,

3. Drafting equipment,

4, Office equipment,

5. Photographic and cartographic materials,
6. Miscellaneous supplies.

b. Aerial Photography and Mans

The project will require the following photographic and map
products covering the 160,000 sq. kilometers of the Oriente region
of the country:

l. Aerial photographs at 1:20,000 scale,
2, Topographic maps at 1:100Q,000; 1:50,000 and 1:20,000
scales,

Recent aerial photography at 1:20,000 scale, covering sbout
100,000 sq. kilometers, will be available from the ongoing cadastral
project, which will also have base maps at 1:20,000 and 1:50,000 scales
covering the 160,000 sq. kilometers at the Oriente region of the country
by the end of 1979. The hase maps of 1:200,000 scale will be reductions
of the 1:50,000 scale maps. The remainder of the aerial photography
required can be taken by the Paraguayan Alr Force, which has developed
this capability from supporting the cadastral project.
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It is assumed that the GOP will arrange to have all the photo-
graphic products and existing base maps available by the time the photo-
interpretation-field work activity is initiated. It is assumed also
that the GOP will use the Swall Farm Land Resource Identification as
one of the key elements in planning and executing development programs
and projects for small farmers. R

V. Beneflits and Alternstives

There are many direct and indirect benefits that can be derived
from the applications of the results of this project, such as: a more
equitable rural property tax system; better land management practices;
and better forest exploitation practices. But, the impact of the proj-
ect on the strategy for assisting the small farmer and rural pocr far
outweigh all other benefits, Therefore, the Mission feels that there
are no realistic substitutes for the proposed project that will focus
the GOP's attention on the proper utilization of its resources, and on
the proper development of smell farn commmities, Moreover, the Mission
strongly belleves that the best land for intensive agriculture must be
identified before rational programs can be developed for the rural poor.

As mentioned previously, the GOP is undertaking a rural cadastral
project in the Oriente Region. The cadastral project will identify
those areas of cronic secondary land tenury problems. Consequently,
the results of this proposed project will identify those areas where
the GOP should concentrate its efforts to resolve these problems,

VI. Financial Requirements

It is estimated thet the proposead project would cost $1.2 million
as follows:

AID $0.8 million 67%
GOP $o.n " _33%

Total $1.2 " 100%
a, AID Funds

The AID financial portion of the project would include $500,000
for dollar costs and $200,000 in local currency expenditures,
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(1) The dollar expenditures would cover the following:

Participating training 95,000 16%
Technical Assistance 200,000 33%
Vehicles 78,000 13%
Equipment and materials ' 150,000 25%
Contingency 77,000 l3§

Total 600,000 100%

(2) Local expenditures would include field operating expenses
and some local procurement,

b. GOP Funds
The GOP counterpart funds would cover salaries, office rent,
and procurement of photography and base maps from the Military Geographic
Institute {(IGM).

VII. Development of the Project

Some general soils studies of Paraguay were done by FAO in the
early sixties and some general land use studies were done by the OAS
in the late sixties. These studies, and other information available
from the Technical Secretariat for Planning (TSP), will provide the
basis for determining the best methodology to be used to carry out
this project.

The Mission will need the services of a rurel land use planner
(or 1and classification specialist) for about one month to help prepare
the analysis for the PRP., The services of this specialist would also
be required for about one month for technical inputs to the Project
Paper.

The schedule for the development of the proposal project is as
follows:

PRP submission - QOct. 1977
PP submission - July 1978
Loan Agreement

signed

Project initiated - May 1979

One of the key factors to be considered is the need to include
the projects' CY 1979 funding needs in the GOP budget. Said funding
needs have to be submitted to the Budget Office of the Ministry of
Finance in 1 July, 1978, Failure to do so will result in a years
delay in getting the project underwsay.
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MARKETING PLANNING AND TECHNICAL ASSISTANCE  526-0117

I. Summary of the Problem to be Addressed and the
Proposed Response

Marketing is often either ignored or inadequately sddressed
in development plamning. Unfortunately marketing of agricultural
products is all too frequently regarded as an area of activity
which will adjust itself teo changing conditions or which is treated
by overly simplistic programs -- usually emphasizing physical
facilities. Extension agents, egronomists and farmers often identify
marketing problems as one of the most serious constraints to rural
development, but are less articulate in identifying the cause of
these problems and proposing reasonable solutions. Usually the middle-
man 18 indicated as the culprit, but such charges are seldom substan-
tiated.

Paraguay is a faithful example of this syndrome. Marketing
improvement efforts are ususlly after the fact, to solve specific
problems that have emerged as a result of production changes, rather
than planned actions to assure needed adjustments in adwvance and to
serve as a positive force in generating opportunities for increased
income. Govermment marketing activities in the past have tended to
stress physical facilities (e.g. grain silos placed where current
production justifies them). However, Ministry of Agriculture (MAG)
officials have beccme increasingly concerned that such installations
will have little effect upon smell farmers. Reflecting this concern,
the Minister reportedly personally intervened to relocate a planmed
silo complex in order that it might have an impact on small farmers,
as well as be Jjustified by current production trends. Even though
the policy implications of this decision were clearly positive, a
Kansas State University marketing team visited this site and came
away very doubtful that the type of facility under construction is
appropriate to the needs of small farmers. In the meantime the
Marketing Department of the Ministry is seeking other ways to
improve marketing for small farmers and currently proposes to do so
by forming local marketing committees. Once agein there is general
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sgreement that marketing is a high priority constraint to rural
development ;/, but no systemetic analysis exists from which to
derive the programs required to chenge the marketing situation.

With the disadvantages faced by Paraguay with respect to its
limited domestic market and to its location in terms of shipping
to export markets, it becomes inereasingly clear that the country
can i1l afford to neglect agricultural marketing as a critical
element in its development efforts. Such an admonition is included
in Kansas State Universisy's report on grain marketing in Paraguay.g/

"While the strategr of increasing agricultural production

is required for the future economic growth of Paraguay,

the constraints in the markets and marketing system for
Paraguay's agricutural products preclude substantial pro-
duction increases. These conditions emphasize the importance
of a rational approach to marketing planning and development
as a foundation for agricultural development in Paraguay."”

The repert also calls for market development:

"Rapid strides have been made during the past 15 years in in-
creasing the hectsrage under crop production, but now the need
exists for further development of markets so that this in-
creased productior. can contimue. The need of development of
markets for agricultural products of the magnitude called for
in the next 10 years will no® come automatically."

1/ Specific indicetions of marketing problems are: (1) a shortage
of bags for cotton harvest (even though the 1977 harvest was
projected to be large) caused farmers to store for more than
temporary periods in their homes and resulted in long delays in
unloading at the gins and a slowdown in transport; (2) marketing
of wheat is badly financed in general, resulting in limited

“interest among local level intermediaries to expand financing and
merketing activities related to this crop, and there is an un-
willingness to store wheat because price policies do not provide
for compensation for storage costs; (3) although almost all small
farmers produce corn and more area is devoted to it than any other
erop, the market for corn is very poorly organized; (U4) the
extension service is concerned asbout greatly expanding emphasis
on swine production, which is well suited %o small farms, because
although unsatisfied demand for pork appears to exist, there is
no organized market channel connecting small producers to buyers;
(5) extreme price variability exists for fruits and vegetables
which could be produced by land-short farms in the Central Zone,
and unharvested products exist in the same area where procegsors

. are unable to get sufficient quantity of prime materials for
their plants.

g/ Drs. Richard Phillips and Roe Borsdorf, Evaluation of the Market
System and Potential f'or Agriculbural Products in Parsgusy,
Kansas State University, February 1976. pp. 5-T.
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It is generally agreed that the socio-economie situation of
small farmers should te carefully examined to determine the cone
straints to low productivity and efficiency, and that programs of
technical assistance and credit should be developed to address
these constraints. This project proposes to apply the same approach
to the next link in the chain, the marketing of agricultural
products.

The Marketing Department of the Ministry of Agriculture
provides the base upon which to build an aggresive agricultural
marketing program, but it lacks the trained technical personnel
to deal with marketing issues at the nationsl and intermational
levels,

The course of action to achieve the purpose of this Project
is (1) to train personnel to analyze accurately marketing problems
and o plan and implement national marketing programs to solve
these problems and (2) as a basis of this training, to provide a
systematic analysis of the marketing problems faced by a given
small farm area in the country, provide an analysis of market oppor-
tunities for commodities from these areas, and design & program of
technical and financial assistance that can be implemented in a
subsequent stage. The ultimate goal is to increase incomes of small
farmers by incresasing marketing opportunities for their products and
installing merketing systems that provide improved and more stable
prices for these products. It is intended that at the end of the
Project the Marketing Department will have the capacity to continue
to (1) analyze systematically marketing problems, plan and implement
needed improvement programs (including providing technical assistance
to private fimms and cooperatives) and (2) identify export market
opportunities for Paraguayan-produced farm products. In summary,
the proposed grant focuses upon the human resource requirements of
the Marketing Department as a first stage in developing an aggresive
program for marketing change in Paraguay.

The Project proposes to train 15 technicians by guiding them
through a comprehensive analysis of the marketing situation in
three different small farm areas. This analysis comprises a real-
igtic identification of market opportunities for the crops that can
be produced in each area, the development of a plan to improve an
area’'s marketing system, and the implementation of a technical
agsistance effort to ingtall the needed marketing changes in these
aregs, It is anticipated that three small farm areas will be treated
by teams of five technicians, each under the guidance of a contract
marketing expert who will serve as both trainer and participant in
the group, and emphasis will be given to commodities currently
Froduced in the area. This is in contrast to the Crop Intensification
Project which focuses exclusively upon alternative crops and is limited
to the Central Zone, It igs currently planned that by the time the teams
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have reached the final stage -- technical assistance to implement
needed marketing improvements -- an A.I.D., loan for Local Marketing
Infrastructure will have been initiated to provide the financing
which will complement the technical assistance offered.

The outputs expected are as follows:,

1. TFifteen marketing special:sts will have completed a
problem-oriented in-countiy training progrem.

2. Five of the most outstanding trainees will have completed
a specialized six to 12 month non-degree program (to be
developed jointly by the Mission and contractors) to become
team leaders for future anslysis and technical assistance
efforts.

3. Computer prograns required for analytical efforts will be
operational and marketing specialists will be abkle to
utilize them.

4., Marketing improvement progrems will have been developed
and marketing extension ef'forts will have been initisted
in the three areasg studied.

The expected kinds and amount of technical and physical inputs
required to achieve the desired cutruts are as follows:

1, Seven technicisn years.of three contract a.dvisors..

2. YFive participant years of specialized non-degree training -
in the United Stiates,

3. Computer software necessary for analyses.

L, Travel funds for short-term observation of marketing in
other countries.

It is assumed that the GOP will recognize the importance of an
aggresive marketing program (which would support the emphasis placed
on increased exports in its 1977-1981 National Development Plan)
and appreciate the necessity of having a sophisticeted and well trained
cadre of experts within MAG., It is assumed that the Govermment will
retain this cadre in full time positions, with adequate remuneration
- for their sgervices.

Other donor agencies, especially IDB, have funded projects to
improve marketing facilities in Paraguay. However, these projects
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have concentrated on physical facilities rather than human resources.
USATD's previous technical agsistance to the Marketing Department

of MAG alsoc wag insufficient to give the Department adequate exper-
tise and breadth of experience to carry ocut the efforts proposed in
this Project. The proposed Project would take the Marketing Depart-
ment a step further along -in its capacity-to deal effectively in
assisting small farmers to participate fully in Paraguay's expanding
export-oriented economy. It is very likely that this grant will
lead to a follow-on loan in the marketing ares, but that will depend
upon the research and analytical work completed under the Project.

One of the most cbvicus alternative approaches to the marketing
problem would be to provide loans to firms and cooperatives engaged
in the marketing function., Ultimately this will become necessary,
but at the moment it is not clear what types of marketing improve-
ments are best suited to serving small farmers, It would be premature
to embark on g loan program without sound analyses, a marketing
improvement plan, and the technical capability to provide marketing
extension. In the third year of the proposed project it may be
possible to initiate such a loan program, but it is, in the Mission's
Judgment, too early at this time to do so.

The Mission will also study alternatives which could be directed
toward an impact upon specific groups of small farmers, as opposed to
the broader scale approach provided for by the proposed project.

Some examples of such activities would be the strengthening of
CREDICOOP!' s marketing activities, placing even greater emphasis on
marketing of lasbor intensive crops in the Central Zone (within the
proposed Minifundia Crop Intensification Project), and focusing
heavily upcon agroindustry activities in the proposed Market Town
Development and Community Based Area Development projects. These
alternatives will be explored during the development of the FPRP.

The direct beneficiaries of the Project will be the Marketing
Department of the Ministry of Agriculture and the small farmers in
the three areas studied under the proposed Project. The indirect
beneficiaries of the Project will include the thousands of small
farmeys of Paraguay who will gain from more efficient and effective
marketing of their products.

The Project can have excellent spread effects., There could
well be as many as 140,000 small farm units in Eastern Paraguay
which eventually could benefit from the Project, The Project begins
with a humble undertaking -- the improvement of marketing in three
small farm areas. The trained marketing teams should continue to
identify and support marketing opportunities, thus keeping the system
flexible and responsive 4o new marketing needs and extending Project
benefits to most small farmers of Paraguay.
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The Project appears to be a loglcal candidate for the partici-
pation of a U.3, university or consortium of universities under the
auspices of Title XTI, With this Project and potential follow-on
activities, a long term relationship between U.S. universities and
the Ministry of Agriculturs would lend itself to a concentrated
attack on a recognized, important corstraint to the development of
Paraguayan agriculture, - '

IT. Financial Requirements and Plars

Teble of estimated project costs by components ($000's)

Total A.I.D, Host Gvt.
Item Cost Costs - Costs
3 person-years technical assistance, 180 180 -
$60 yr.
4 person-years in-country 200 200 -
instruction $50 each year '
5 participant-years study in the U.S. 50 50 -—
Computer marketing packages 300 300 -
Salaries and support costs for 360 - 360
15 MAG technicians
Travel funds 50 Lo 10
Contingency 25 25 -
TOTAL 1,165 795 370
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Three Year Breakdown of Cost Components
($C00's)

1979 1980 1981 Total

ATD H.C, AID H.C. ATD H.C. AID H.C.

Technical 160 - 160 -— 60 - 380 -
assistance

Participant - - C=- -— 50 - 50 -
study (US)

Computer market- 200 -~ 100 - - - 300 -
ing packages

Salaries and - 120 - 120 .- 120 - 360
costs, MAG

technicians

Travel funds 15 5 15 5 10 - Lo 10

Contingency 10 - 5 - 10 -- 25 -

TOTAL 385 125 280 125 130 120 795 370

IIT. Development of the Project

The Project will be further developed using marketing expertise
available from U.5. universities., In March, 1977, Kansas State
University's Food and Feed Grain Institute completed a study, "Evaluation
and Suggested Initiatives for the Development of Local Marketing of Agri-
cultural Commodities in Paraguay."” This study served as a basis for
many of the ideas incorporated in this paper. Many details remain to be
resolved during the PRP stage, however, and further assistance is antiei-
pated to finalize the PRP and PP documentation. A tentative schedule
follows with indications of the TDY assistance required.

Date Activity
August, 1977 Preparation of PRP - (TDY team four
agricultural marketing specialists
for 12 WWs)
Octcber, 1977 Presentation of PRP
August, 1978 Presentation of PP
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MINIFUNDIA CROP INTENSIFICATION 526-0118

I. Surmary of the Problem fto be Addressed and the
Propoged Response

The Mission's revised (1977) Development Assistance Program
focuses on a strategy of orienting specific low-income groups
toward the development process by: (1) identifying alternative
products for which there are expanding internal or external markets;
(2) stimmlating nonfarm alternative opportunities for labor employment
and (3) strengthening the socio-economic infrastructure {(institutions)
in rural aresas.

Among A.I.D's small farmer target group in Paraguay is & parti-
cularly handicapped strata comprising small farmers with land holdings
of less than five hectares. Farms of this size account for 47% or
66,566 out of the 141,216 farm units with less than 21 hectares in
Eastern Paragusy; approximately 48% of this size farm -~ five hectares
or less -~ are located in the crowded minifundia region (Central Zone),l/
economicelly and socially the most important part of Paraguay. To
relieve population pressures in the area, the Government has pursued
a colonization policy, relocating families in the north and toward the
eastern borders with Brazil and Argentina where they have sccess to
larger land areas.

Little attention, however, has heen paid to the mass of small
farmers left behind. These farmers have an annual per capita lncome
of $119.7k 2/. They farm small plots of land, the soils of which,
after long years of use, suffer from infertility and structural problems.
Underutilization of labor is widespread among these small farm familles.
While the traditional agriculture practiced by the small farmer generally
provides an adequate diet for the farm family, his cash income is limited,
and his contribution tc the national economy is far short of its potential,

Through this project the Mission propeoses to address the problem
of low small-farmer income and employment in the minifundis region
by assisting Paragusy in a concentrated effort to develop more inten-
sive production of selected crops and related marketing systems for the
Central Zone. To attempt to raise low farmer income in this region
supports one of the major cbjectives of the GOP as set forth in the
1977-1981 Five-Year Economic Plan, namely income redistribution.

1l/ Defined as comprising the political departments of Cordillera,
Guaird, a great part of Central, Caazapa and Paraguari, and a
small part of Caaguazi.

g/ This figure is based on an average family of six and includes
on-farm consumption.
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To accomplish this will reguire the small farmer's participation in

increased production for the export market, given Paraguay’'s limited
internal market 3_-/ and the overriding importance assigned to export

expansion by the GGP,

What is envisioned is a strategy of encouraging high-income,
labor-intensive fruit and vegetable production with high market
potential in either fresh or processed form. Present snalysis of
fruit and vegetable production and related marketing/processing of
these crops would indicgte that:

1. There are no kmown major sgronomic conditions limiting
production of a wide varisty of fruits and vegetables in the mini-
fundia area; among crops Frown with good results at the present time
are tomatoes, bananas, piaeapples, grapes, citrus (oranges, grape-
fruit, tangerines, lemons and limes), mangos, strawberries, onionms,
garlic, cassava, lettuce, carrots, teets, sweet potatoes, lima beans,
peas, green beans and corn.

2. There are many excellent varieties of fruits avallable at
the National Agronomic Institute (IAN), but agronomic research does

-not extend beyond variety analysis or beyond the borders of the

research station; lack of attention to such factors as existing
costs of production, marketing, product quality and similar types of
problemg inherent in every fruit and vegetable production program
greatly reduces the transferability of research results to the small-
farm commercial operator who i1s at once faced with a broad range of
problems of an economic, production and marketing nature.

3. Production is dispersed, and marketing is disorganized.
Processors are apparently unable to got sufficient quantities of
prime materials, yet, at the same tine, products (especially tree
fruits) go unharvested.

4, There is limitec technical knowledge or experience in fruit
and vegetable processing; few facilities for producing botitles, tins

1/ The market for fruits and vegetables in actual fact has expanded
greatly over the past Z0 years. The increasing importance of
these commodities in the Paraguayan diet is a result of the
introduction by post-war Japanese immigrants of new crops as well
as improved varieties of some, such as tomatoes and celery,
already produced in Paraguay. SEAG, the Agriculture Extension
Service of the Ministry of Agricu.ture and Livestock, has also
played a role 3m hcreasing fruit and vegetable production through
a nation-wide campalgn of some years' standing to encourage rursl
families to establish huertas or vegetable gardens.

The urban population has increased markedly its consumption of
‘canned and otherwise packaged fruits and vegetables over the past
decade, Asuncidn supermarkets offer a wide variety of Argentine
and Brazilian prccessed foodstuffs, marketed at excessively high

prices,
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and other containers for processed crops; and there are few produc-
tion standards for the processing of fruits and vegetables. In the
long run, Parsguay will be better served by promoting in-country
processing of fruits and vegetables in order to retain as much of
value added as possible within its borders. At the present time few
processing plants exist, and those that do are largely foreign-cwned.
Candied fruit (pineapple, orange peel, squash, watermelon and other
melon varieties) is produced for export along with jams, pineapple
slices and a limited amount of tomato paste. Pineapple pulp is
exported for use in ice cream making, and the fruit of the mango and
papaya are exported in semifinished form for terminal processing in
Argentina of the popular South American dulce.

5. There is a lack of adequate understanding of external
market opportunities for fruits and vegetables produced in Paragusy.
Fruits and vegetables now exported by Paraguay are destined almost
exclusively for the Argentine market, with the exception of palm
hearts. Because of the milder climate prevailing in Paraguay, parti-
cularly during the winter months, Paraguay is able to meet Argentina's
out-of-season demand for such crops as tomatoes and strawberries.
However, their importation is subject to Argentina's political and
economic vicissitudes, and meore than once over the past few years
Paraguaysn producers have suffered logses when Argentina arbitrarily
closed its markets to Paraguayan products.

To asgsist Paraguay to increase small-farm vegetable and fruit
production and to develop the appropriate marketing and processing
infrastructure, a three-year multi-disciplinary, multi-institutional
program is proposed, incorporating four main elements:

Marketing identification. Under this activity the project
would provide assistance to clarify national and international market
opportunities to establish the market parameters for selected fruit
and vegetable production, guide agronomic specialists with regard
to the types of products to emphasize, what the necessary costs of
production are to compete, timing of production and what quality and
variety restrictions are placed upon production for variocus markets.
In a related activity recommendations would be made for getting fruits
and vegetables now produced in the Central Zone to processing facil-
ities, almost all of which have cited irregular raw materials supply
as a major problem in their operations.

Crop production research. With knowledge of the market demand
& production team would develop technical packages for specific
crops (time of seeding, disease control, cultural practices,varieties)
and the crop combinations most economic for small farmers. A team of
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specialists would conduct research in the field (in identified pro-
duction areas), working with Small Farmer Research Progrem 1/ field
teams at thelr sites.

Processing research. The National Institute of Technology and
Standards (INTN) would collsborate :n developing processing and
packaging techniques suitgble for locel conditions, INTN has a ver-
satile pilot plant capable of producing 30 different products, from
marmalades and juices to dehydrated and frozen products, with equip-
ment that is portable and easily cornected for different operations.
INTN is willing to collabmrate with cooperatives in processing small-
farmer produced raw materials. Its well-designed plant affords an
excellent opportunity to experiment with industrial-scele processes
on specific products.

Promotion. The Ministry of Industry and Commerce (MIC) and
Ministry of Agriculture and Livestock (MAG) would collaborate in
promoting vertically coordinated procducticn-marketing systems
directed toward specific narkets.  This task involves identifying
individuals or cooperstives to handle marketing/processing,
organizing market channels and providing ftechnical assistance to
growers and ma.rketing/proc:essing firns in terms of technology,
financing, gquality control. and management (marketing firms). In the
near term, funding from the Rural Enterprises Loan (A.I.D.) and an
Agro-Industrial Loan (IBRD) should be available to provide financial
support for this component of the project, while a planned A.I.D.
loan for FY 1981 would help support the promotion of crop intensi-
fication in the minifundie region ovar the longer run.

To accomplish the project outputs described sbove, a significant
technical assistance input would be required over the life of the
project, totalling 316 technician months and consisting of a long-
term market economist and specialized short-term marketing consultants;
three long-term agronomists plus a long-term pathologist and a food

1/ The SFRP will be established under a FY 1978 $7.5 million A.I.D.
Small Farmer Sector loan and is intended to restructure research
and extension to mske it responsive to the technological needs of
small farmers., The field teams referred to above will apply agri-
cultural science to improving the practices of the small farmer and
will conduct this research in the small farmer's own environment
in pre~selected locations. Their task is to develop technologies
which are well adapted to the small farmer's particular conditions
and, wvhich are proven to be economically superior to his present
practices. TFunctional linkages will te developed between the

research stations, the field research teams and the extension service

at the rational level and bhetween national institutions and centers
of expertise (i.e., the internationsl research centers) elsewhere
in the world. '
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processing specialist for years two and three of the project., A limited
amount of non-degree, third-country training will be provided (an
estimated 12.5 participant months) together with a modest commodity input.
The training component will he ccomplemented over the longer term by the
M.S. and Fh.D, level training of 10«12 agronomists and four marketing
specialists under the aforementioned Small Farmer Sector Loan Program

and by the specialized in-ccountry training in marketing proposed in
Market Planning and Technical Assistance,

Major assumptions which bear on project success include:

1. That the preliminary evidence suggesting that there are un-
exploited market opportunities which can be translated into income
opportunities for minifundia farmers will be confirmed by the detailed
market analysis to.be undertsken during the Project.

2. That the growing interest in crop intensification for the
Central Zone can be transformed into a firm commitment by the Govern-
ment of Paraguay to pursue such a strategy for this area.

3. That the problems of instability of prices and production
levels for fruits and vegetables, both extremely important deterrents
to increased small farm production of these commodities, can be over-
come by improved technologies and marketing systems.

Host country interest in crop intensification as a viable alterna-
tive for minifundia farmers is currently very high. In one interesting
experiment the Institute of Rural Welfare, the GOP land reform agency,
in 1975 established a colony in the heart of the minifundia region,
comprised of 44 small farmers on one-two hectare lots dedicated almost
entirely to vegetable production for the Asuncién and Argentine markets.
The colony's principal crops are tomatoes, bell peppers and onions,
supplemented by cabbage, carrots, and a lititle corn, sugar cane, cassava
and cotton. Further evidence of Paraguay's growing interest in crop
intensification for the Central Zone is the special coverage devoted
to this appreeh in a May, 1977 issue of the Rural Supplement to ABC Color,
one of the Paraguay's two major dally newspapers. Included in fhe issue
were four long articles on small-farmer fruit and vegetable production
potential, and its cover bore the title, "Horticulture: A Solution for
the Small Farm Area,” An earlier issue described at length progress
made in improving banana and pineapple production in the Central Zone.

Other donor activity is minimal at present. The UN recently con-
cluded a two-year program to promote the production of fruits and
vegetables in the colonization zone of Eje Norte. Under this program
the FAO provided technical assistance in family fruit and vegetable
production in order to raise the nutritional level of the setilers'
diet, and to increase and improve the commercial production and market-
ing system for fruits and vegetables in the project area as a means of
raising low settler income. A small amount of research also was con-
ducted on higher yielding varieties of fruits and vegetables.
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The QAS has funded 3 long-term food technology advisor to
assist in the development of fruit =snd vegeteble processing
(mainly dehydration)., It was under this project that the pilot
plant at INTN was established with a capacity for processing 500 kg.
of tomatoes per day. The conduct of quality conbrol tests and the
development of biological insecticides for horticulture were also
included in the project. At the present time an 0AS techniecian is
adviging the Paraguayan Export Center (CEPEX) on the establishment
of a center for designing bottles and packing containers for both
fresh end processed products,

The Republic of China is assisting the National Agronomic
Institute (IAN) at Caacupé to develop improved varieties and culti-
vation practices for a number of crops, among them pineapple, garlic,
onions, sugar cane and corn. Apart from the conduct of varietal
trials and work on fertilizer use, disease control and prevention
measures, assistance has been providad in multiseasonal pineapple
florescence, in the production of small onion bulbs for an early
crop and the use of MH30 treatment for longer storage.

Alternatives to the proposed strategy for raising small-farmer
income in the Central Zone appear to be of two basic types: one
referring to aldernatives to crop insensificaition in the Central Zone
and a second assuming that the crop intensification strategy is
applied.

Colonization (as indicsted in the 1977 DAP revision) is the
alternative that has been pursued by the Govermment in recent years.
However, colonization efforts which provide sufficient services to
assist the colonists in taking full advantage of their new land
resources appear to be very expensive, Further, not everyone can
leave at once, and providing inccme opportunities for those remaining
in the Central Zone will continue to he important well into the future.
Emphagizing greater ylelds of traditional crops in the minifundia
might result in somewhat higher incomes in the near term, but the
path toward increased incomes soon would be blocked by the limited
land resources available to small farmer and the gross value of their
Crops.

If the crop intensification strategy is assumed, immediate
promotion of investment in production and marketing of intensive
crops could be an alternative., The Mission believes that such an
approach on a broad scale would involve too much risk, given the
present level of technology and knowledge of market opportunities.
If reasonably certain opportunities for production and maerketing of
specific crops emerge early in the proposed program, such opportunities
could be addressed with existing financing programs.

Since small-farmer production in the Central Zone appears to
be concantrated geographically in a nunber of reasonably small areas,

63



pramotion of intensive-~crop production in a specific coomunity
should spread very rapidly throughout the adjoining area. Once
production/maﬁketing systems have been esftablished in Central Zone -
areas, intensive crop production couwld spread to small-fermer

areas identified outside the Central Zone within the limits of
available market opportunities.

II. Financial Regquirements and Plans

The best estimate of total Project cost at the present time
is $2 million, of which A.I.D's share would be $1.5 million, to
be financed through a grant to the Ministries of Agriculture and
Industry and Commerce.

It is estimated that the A.I.D. contribution would be
apportioned as follows:

FY 79 FY 80  FY 81 .  Total
Personnel $ ™ $ ™ 3

1 market economist
and short temm
marketing specialists 80 16 90 18 70 1k 240 L8

|2
|2

3 agronomists 180 3% 180 3% 180 3$p sho 108

1 pathologist 60 12 60 12 60 12 180 36

1 food processing |

specialist - - 60 12 60 12 120 2L
Training 20 5 20 5 10 25 50 12,5
Commodities 55 L5 20 120
Other Costs 80 110 60 250

Total ;Z;; %EEE %Zgg $1, 500

The host country will provide a full-time counterpart technician
from the implementing agencies in each of the Project's major fields
of activity (i.e., marketing, production technology, processing -
the services of specialists in these fields as required), assistance
from the national agricultural extension service, office gpace and
other project needs. Apart from technical and in-kind support to the
project, the Government will investigste the elimination of import
duties (25%) on raw materials -- associated plastics, tin plate and
glass chemical components -- required for the development of food
processing support industries such as film, can, bottle and jar
manufacture, 81+



It is expected that the Projezt will be self-perpetuating with
the addition of some follow-on assistance; much of the infrastructure
for undertaking the project already exists, obviating the necessity
for the GOP to make substantial fubure commitments in order to con-
tinue project sctivities beyond termination of USG financing. The
previously mentioned $5 rillion loan planned for FY 1981 will help
finance the marketing and agroindussrial firms ~- cooperatives and
private entrepreneurs -- created to handle higher volume crop pro-
duction and will support the activitiies of public sector entities
necessary to promote more intensive c¢rop production in the Central
Zone, It will, in shorit, provide the funding necessary to establish
vertically coordinated production muarketing systems for labor-
intensive crops which can be grown in the Central Zone,

IITI. Development of the Project

The project will be develcoped by the USAID Rural Development
Division Staff with TDY assistance, The Mission has available to
it at present the Small Farmer Sub-fector Assessment, a shtudy of
fruit and wvegetable production potertial in the Central Zone, a
state of the arts study of food processing in Paraguay (the latter
two performed by A.I.D.-funded TDY consultants) and various studies
on individual crops and their processing and marketing possibilities
performed by the Ministry of Agriculture and INTN. Within a few
months data will be available from the Mission's 1976 Small Farmer
Survey on the types of fruits and vegetables raised on small farms
in the Central Zone, and, depending on the importance of the crop to
the individual farm enterprise, use of farm family labor, technology
and management practices utilized, inputs employed, and consumption,
including sale, Additional assistance in marketing, scheduled over
June and July and financed by FY 1977 technical support funds, together
with 4 WW of A.I.D. direct-hire assistance, will suffice to prepare
a PRP for submission in December, 1977. It is estimated fhat prepara-
tion of the Project Paper for submission in FY 1978 will require
approximately 3 TM of contrect services.

IV, Tssues of a Policy cr Programmatic Nature

1. Shouwld this effort not he included under the Small Farmer
Sector Program? The Small Farmer Research Program is well advanced
in its development; and although fruit and vegetables will certainly
be an important part of the work of Central Zone teams, it will be
late in the Project before the full complement of eight teams has
been realized. TFurther, these teams will consist of research general-
ists who must depend upon specialists to asgsist them in developing
practical technological packages for small farmers for specific crops.
Thus the proposed Crop Intensification Project should be complementary
to and coordinated with the Small Farmer Research Progran.
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2. Should the Crop Intensification Project be merged with
the Proposed FY 1979 Marketing Technical Assistance Project,
since both have elements which treat export markets and improving
local marketing infrastructure? Although they are indeed related,
the Marketing Technical Assistance project is a horizontal approach
directed at generally improving the capability of the Ministry of
Agriculture to resolve the marketing inefficiencies affecting
various types of small farmers in Eastern Paragusy, while the Crop
Intensification Project is a verticel approach directed at a
specific clientele and specific crops. Both approaches are needed
to address the needs of small farmers in Paraguay.
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POPULATION IT  526-0305

I. Summary of the Problem to be Addressed and Proposed
Response

Although Paragusy contains only 2.7 million inhabitants, and its
populaticon density of six inhabltants per square kilometer i1s among the
world's lowest, the annual rate of population growth is estimated to
be as high as 3%. If present trends in population growth continue, the
mumber of inhabitants will double in 23 years. The full implications of
Paragusy's rate of population growth on the country's development
prospects are difficult to assess because the inadequacy of the demo-
graphic data base precludes precise measurement of the problem. Accord-
ing to GOP estimates, the crude birth rate is thought to be 39 per
1,000 population, and the crude death rate, 9 per 1,000 populetion.

Weaknesses in reporting vital events are compounded by substan-
tial internal migration, emigration of Paraguayans to neighboring
countries and immigration of Brazilians to Paraguayan territory border-
ing Brazil. Migration data are notoricusly incomplete, due to inade-
quate registration of migrants and illegal border crossings. During
the last decade, an average of 20,000 Paragusyans per year are thought
to have migrated to Argentina, although this cutflow undoubtedly has
been reduced by the combination of better economic prospects at home
and worsened prospects in Argentina. On the immigration side, there
has been a substantial influx of unasuthorized Brazilian settlers in
the past few years. USAID assumes that the loss of population through
international migration has been greatly reduced, and that Paraguay
is growing more rapidly than in previous years despite a modest re-
duction in fertility.

Paraguayans who are born in 1977 will not be productive citizens
until the 1990's. In the meantime the GOP will have %o invest scarce
budgetary resources to provide the young with the social services
necessary to prepare them for productive roles in society. Forty-
five percent of all Paraguasyans are estimated to be children under 15
years of age who consume resources which could ctherwise be invested
in development programs designed to improve the future well-being of
the population.

USAID hes assisted population activities in Paraguay since FY
1969, TIn 1972 a Department of Family Protection (DEPROFA) was created
within the Ministry of Health to deliver family planning services
within established health facilities of the MOH heslth network. From
the outset DEFROFA's central administration was highly dependent on
USATD funding, while the MOH counterpart contributions for delivery
of services at the clinic level have increased steadily. A large
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expansion of family planning servieces is planned for 1977. DEFROFA
provided services in L3 MOH facilities at the end of 1976 with a
reported 35,000 active contraceptive users. It plans during 1977 to
extend services to an additional 222 health centers and health posts
gerving dispersed rurael communities. In additicn, pilot activities
in household distributior of contraczeptives and community-based
disgtribution of informetion and services are to be developed in 1977.

Prior to 1977, family planningz services were avallable through
only 15% of the MOH health facilities. Patients were required to
travel great distances tc & clinic where they often waited many
hours to see a physician; a physical examination was required and
clients had to return periodically Zor resupply of contraceptives.
The 1977 DEFRCFA Program, which provides for extension of clinical
services to health facilities in diupersed rural communities,
increased use of health suxiliaries operating outside of fixed health
- posts and non-clinical distribution of contraceptives, promises to
improve these conditions by extending the limited outreach of family
planning services. The key to reduction of unwanted fertility in
Paraguay is widespread aveilability of family plenning information
and services. As preliminary returns from the 1977 Contraceptive
Prevalence Burvey indicate, knowledge and use of contraceptives are
greatest in localities where family plarming services are most
available.

The Mission proposes a project which will assist the GOP to
develop a national population progrem designed to reduce the nation-
al fertility rate. The principal fccus of the proposed Project will
be on asgisting the Minisiry of Health to increase the availsbility
of family planning services. A geccndary effort will be directed
toward overcoming limited host-country awareness and understanding
of population issues. The first objective will be achieved by
a3sisting the MOH to develop:

1. Greater reliance on auxillaries and community-based
distribution of informetion and services,

2. In-service training courses for clinical and non-clinical
personnel t¢ teach the new approsaches.

3. A comprehensive logistics system to manage clinical and
non-clinicgl distribution of contraceptives.

4., Simplified clinicel and noa~-clinical contraceptive
acceptor record systems which permit accurate calcula-
tions of contraceptive prevralence.

5. Evaluation techriques to measure impact of program
components and cost effectiveness.

The uncertainty of GOP funding for DEPROFA makes it unclesr
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whether USAID will continue to work with DEPRCFA or with ancother entity
of the MOH. Although the GOP has been reluctant to increase its budget
support for DEPROFA itself, counterpert contributionsin support of
family planning services have been satisfactory. USAID is confident
that the MOH intends to provide femily planning services throughout its
network of health facilities, regardless of the fate of the DEFROFA
central office, and we are prepared to work with whatever entity to
which the MOH assigns responsibility for family-planning activities.

Availebility of family planning services is the key to reduction
of fertility and will be given the highest priority within the popula-
tion sector. However, there are constraints to the effective delivery
of contraceptives which can be reduced by non-service activities
within the sector. One of these constraints, as identified in the
revised DAP, is a general lack of understanding at all levels of
society of the effects of rapid population growth. Although family
plenning is an acceptable health service, demographie factors and
consequences are ignored. There is neither a GOP policy on popula-
tion growth, nor are there officisal demographic targets. Development
planners evidence no concern that rapid population growth mey well be
undermining their development programs.

To overcome limited host country awareness and understanding of
population issues, the Mission proposes to undertake a modest program
of research and information diffusion. FPHA/POP will be requested to
provide consultants to help USAID develop activities such as social
science research on the determinants of fertility, population policy
formulation, population education, demographic surveys and Informa-
tion, Education and Communication (IEC) campaigns. One potentially
useful study now under consideration is PHA/POP-funded research on
women in rural Paraguay, to be conducted during 1977-78, which will
provide information on fertility, child mortality, migration and
socioc-economic conditions., Potential counterpart organizations for
research and information-diffusion activities include the Genersal
Directorate of Statistics and Census, the Technical Planning
Secretariat and the Paraguayan Center for Scclological Studies.

Major assumptions affecting the Project include the following:
1. The MOH will continue %o implement an active family planning
program with or without the maintenance of DEFROFA in its

present form.

2. No other donor plans similar assistance.

3. Qualified consultants are available to work with the
project.
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Other donor activity in the population sector iz supportive of
the Mission's objectives without teing duplicative. IPPF provides
more than $300,000 per year to its Paraguayan affiliate, CEPEP.
UNFPA and UNICEF currensly are prcviding $83,000 for a pilot integrated
health/family planning project; Pathfinder Fund supports the incorpora-
tion of family planning into +the Medical Faculty curriculum and a pilot
rural community-based family planning activity. Development Associates
funds training courses with emphasis on paramedicels, and the Program
for International Education in Gynecology and Obstetrics (PIEGO) is
training physicians in advanced techniques of fertility control.

There appear Lo be two alternatives to the proposed Project.
The first is to provide incresased assistance tc the GOP through
centrally-funded PHA/POP population intermediaries. However, there
is already significant intermediary activity in Paraguay, and it is
doubtful that intermediaries could expsnd their programs to cover all
the elements of the Project. The Mission believes that the proposed
Project offers distinct advantages in terms of mansgement efficiency
and cost effectiveness. In addition, the MOH prefers Lo receive
bilateral assistance through USAID., The second alternative is to
develop an integrated rural health project with the Ministry of
Health. The Mission plans to undertake a Health Sector Assessment
in FY 1978, and until priorities for health assistance are established,
we are unable to consider development of an integrated project. At
the present time neither of the two alfernatives seems prefersble to
the proposed Project.

The Project's primary bheneficiaries will be low-income women
in rural Paraguay and, szcondarily, their children.

II. Financial Requirements and Plans

The Mission estimates that the total project will cost $2,500,000
over a three~year period, of which $i,500,000 would be A.I.D, grant
funds, including AID/W central procurement of contraceptives; $1,000,000
would be a cash and in-kind contribution from the GOP.

It is estimated that the A.I.D. funding would be utilized as
follows ($000s):
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Fy 79 FY 8 = FY 81

Eighteen months of contract

_technical specialists 30 30 35
Contraceptives - « 180 170 195
Medical equipment and

supplies 3c 20 15
Clinic equipment and

vehicles 60 40 50
Local training, supervision

and evaluation 250 2ko 155

550 500 450

The GOP contribution would cover Project operational and support
costs, such as local salaries, physical facilities, local travel,
vehicle cperation and maintenance, and office supplies.

TII. Development of the Project

The Mission Population Office will play the principal role in
developing project documentation. In July 1977 DEFRCFA will begin
the elaboration of a plan to cover its activities during the period
1979-1982. A comprehensive evaluation of population activities and of
the proposed DEFROFA plan is teo be undertaken by consulbtants furnished
by A.I.D. before preparation of the FPRP which is to be submitted in
December 1977. It is anticipated that any assistance required in the
preparstion of the Project Paper, scheduled for submission toward the
latter part of FY 1978, will be provided at no cost by AID/Washington
either dlrectly or through centrally~funded contract resources.
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PRIMARY FDUCATION IMPROVEMENT I  526-0505

I. Summary of the Problem to be Addressed and the
Proposed Response

A. The Government of Paraguay (GOP) is attempting to increase
access and provide a more relevant basic education for all Paraguasyan
children. The current National Development Plan (1977-1981) iden-
tifies the following areas as those which require specific attention
to improve the education sector: (1) educational delivery; (2) cost
and resource efficiency; (3) teaching force; (4) analysis, research
and evaluation; (5) develomment of middle-level technicians; and
(6) develomment of high-level technicians. From these the Mission
has selected four -- educational delivery; cost and resource effi-
clency; teaching force; analysis, research and evaluation -- as
priority areas for USAID assistance. As explained in the revised
DAP, the two remaining areass, while of importance, lack the urgency
of the basic education prcblems which face the country,

B, The recently completed Educabtion Sector Assessment states
that Paraguay's plans for human resource develorment represent a
realistic attempt to overcome national education deficlencies, and
that continued international support is essential %o help the GOP
reach its education and human resource cbjectives. Based on the
results of the Sechtor Assessment and on an official reguest from the
Ministry of Education (MOE) for lean assistance, the Mission believes
it would be appropriate to consider a Primary Education Improvement
loan project with the GOP for FY 1979.

C. The purpose of this Project is fto assist the MOE in
improving its capacity to:

1. +train pre-service and in-service primary schocl teachers
and supervisors in the effective use of the new curriculs
and textbooks developed under A.I.D. Loan 526-L-021;

2. establish a school rehabilitation and maintenance program
to improve and extend the life of facilities;

3, complete the nation-wide coverage of the Regional Education
Centers (RECs) by constructing one additional center in
Pilar, Department of Neembucd;

L, assist the RECs to become functioning community and area
education resource centers;
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5. provide sppropriate primary school didactic materials
and egquipment to the Cs, the Superior Institute of
Educetion (ISE) and riral primary schools

6. improve long-term educational planning, analysis and
evaluation, - .

Ttems (1), (3), (4) and (%) above are interrelated and
together will contribute to the improvement of educational delivery
and the efficiency of the teaching force. Item (2) will increase
the efficiency of physical resource use, which will improve educa-
tional instruction and access. Item (6) addresses the identified
need to improve long-term educationel analysis, research and evalu-
ation. Achievement of th2 purpose =nd its several elements will,
therefore, contribute to the project and sector goal of increasing
the relevancy, access and efficiency of primary education in Paraguay.

D, The inputs and outputs for the Project elements will be as
follows:

1. Training in New Curriculum - Inpubs:

a. A contractor to provide training and specialists
in general education methods, specifiz curriculum subject areas,
materials development and evaluation;

b. A GOP-provided coordination staff; and

e, Training materials, audio-visual equipment and
vehicles.

Outputs:

a. A minimum of fifty professional teachers and
supervisors trained in the use of the previously-developed new
curricula, texts and teaching/learning behaviors, who would train
all other teachers, school directors and supervisors (approximately
18,390) on a continuous basis at the regional and locsl levels;

b. Develomment of training methods and materials
which are within the reach of poor cormunities; and

c. Mobile iastruction laboratories with didactic
materials appropriste to riral primary students and teachers.

2. Rehabllitation and Mairntenance - Inputs

a., Technical assistance experts (architects, engineers,
community development trainers);
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: b. Materials (cement, glass, doors, paint, latrines,
pumps, etc.);

¢. Vehicles and equipment (mobile truck units to
carry out actusl maintenance, cement mixers, appropriate tools);

d. Funds for a maintenance incentive program;
2. Training of counterpart personnel outside Paraguay;
f. GOP-provided regional technical personmel; and

g. Community labor and in-kind contributions (sand,
wood, bricks, stone, etc.).

Outputs:

&a. BStudies on student concentration, naticnal inventory
of school facilities and conditions of physical plants;

b. A trained national and regional MOE staff providing
technical asgistance, construction materials and maintenance education
assistance to communities and individual schools, so that the more
than 3,000 public schools in Paraguay can be adequately rehabilitated
and maintained; and

¢. Maintenance manuals and guides.

3. Establighment of a New Regicnal Education Center -
Inputs:

a. Loan funds through a local construction company;

b. Teachers, support staff, equipment and materials;

Outputs:

a. One functional teacher training and community
education facility serving Southwestern Paraguay.

4, RECs Becoming Area FEducation Resource Centers =

Inputs:

a., Equipment to develop instructional materials for
traditional and non-traditional programs;

b. Laboratory, audio-visual and library equipment
for general use;

c. Special course personnel in each of the centers
(e.g. vocational agriculture and nutrition instructors).

76



Outguts :

a. Centers providing improved in-service and pre-
gervice training;

b. Decentralization of the nationsl administrative
system to allow closer supervision of rural schools; and

c. An expansion of education and training activities
for the community and wider area served by the RECs,

5. Provision of Didactic Materials and Equipment to RECs ~-
Inpubs:

a. Equipment; and

b. Materials development technicians,
Outputs:
a. Didactic learning materials; and

. Fully-equipped RECs.

6. Improved Educational Planning, Analysis and Evaluation -
Inputs: '

a., Long-term technical assistance (educational planning,
statistics, systems analysis, education economics, psychometrics);

b. Computer hardware and software for processing
information; and

¢. Training of selected MOE personnel in research,
planning and evaluation techniques.

Cutputs:
a. Reliable and currert basic education statistics;

b. An analy:ical capability to program and evaluste
national education activities;

¢. Evaluation instruments for education and training
programs; and

d., Capability to carry out benefit/cost and cost-
efficiency analyses of educational programs and policies,



E. 8Several major underlying premises on which the Project
is Based are: (1) No matter how potentially-useful and well-written
curricula and texts are, they cannot be effectively implemented
without adequate training and support for teachers, school directors
and supervisors; {2) New curriculum implementation, combined with a
minimm level of teaching/learning materials, will increase student
achievement and retention over time; (3) Regional centers are the
most cost-efficient way to train teachers, improve instruction,
prepare materials and serve community education needs; (4) Cleen,
well-maintained schools improve the gquality of education; (5) Adequate
maintenance will lower Paragusy's capital expenditure needs for
school construction in the long run; (6) Teachers, parents, students
and Govermment together can become involved in school maintenance,
and such involvement will mean leas GOP maintenance funds required
over time; (7) Planning, analysis and evaluation personnel can be
assisted to improve the management of the system, and to link effec-
tively the activities of the education and training system with
national needs and objectives.

F. The World Bank currently is providing a $12 willion loan
to the education sector, principally for school construction in a
limited geographic area. No donors are concentrating assistance in
the activity areas to be assisted under this proposed A.I.D. Project.
As gtated above, the elements of the Project have been identified as
eritical by both the MOE and the findings of the Education Sector
Assessnment,

G. Project beneficiaries will be present and fufture public
school children who are mainly rural and poor., The in-service and
pre-gexrvice training aectivities will concentrate on the primary
school subsector, USAID's traditional emphasis, Flanning and analysis
assistance and studies also will concentrate on the primary subsector,
although scme administrative studies may additionally encompass the
secondaxy, vocational and non-formal subsectors. For practical reasons
the rehabilitation and maintenance program will cover Paraguay's 413
public high schocls, as well as agpproximately 2,799 public primary
schools, It is expected that the maintenance program will produce
benefits additional to improved facilities. It is labor-intensive and,
by involving vocational education students in maintensnce, will expose
them to a number of fields with occupational potential (bricklaying,
plumbing, painting, etc.) for which they may later wish to train. The
program will reflect a total community-wide effort. Further, the Project
will continue beyond the period of the loan, as two of its objectives
encompass the establishment of permanent school maintenance and teacher-
training capabilty within the MOE. As has been noted, the RECs have
considerable potential for decentralizing the administrative system -
and allowing closer supervision of rural schools which serve as centers
for teacher preparation and in-service training, and for expanding
comrunity education to include the out-of-school populatiocn.
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I1.

$10, 700,000,

Finsncial Requirements and Plans

USAID estimates that the total Project will cost approximately

Of this total, $8,000,000 will be financed with A.I.D.

loan funds with the remsinder funded by GOP counterpart. A four year

disbursement period is projected.

financial plan.

(In Us$N00s)

The following is an illustrative

A.I.D. Contribution F778 FY79  FY80  FY8L  Total
1. Teacher/Supervisor Improve- 350 koo 450 4oo 1,600
ment Training
2, School Rehabilitation and 700 900 Q00 200 3,400
Maintenance
3. Construction = (REC) in Pilar 350 500 - - 850
4. Regional Centers - Equipment %50 350 300 250 1,250
and Outreach Programs
5. Planning, Analysis, Evaluation - 150 250 250 250 Q00
(includes Research and
Special Studies)
Total A.I.D. Contribution 1,300 2,k00 1,900 1,800 8,000
GOP and Community
Contribution
Maintenance/Community 420 450 500 550 1,900
Teacher/Supervisor Training 120 130 140 150 540
REC /Community 50 60 75 75 260
Total GOP Contribution 570 640 715 775 2,700
GRAND TOTAL (A,I.D and GOP) 2,b20 3,090 2,615 2,575 10,700
T ————— —
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IITI, Development of Project

The Project will be developed by USAID's Education, Capital
Development and Program Offices, in collaboration with the appro-
priate MOE technical staff. If FID approval is prompt, USATID
could submit the PRP before December, 197%. Assisbance of two
outside consultants will be required for a period of approximately
2 ™ each. The PP will be submitted pricr to the start of FY 1979.
Agsistance for TP preparation likely will necessitate consultants
with experience in school maintenance, a teacher-education technical
advisor, an educstion planner and an education specialist from AID/W.
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SMALL MANUFACTURING INDUSTRY DEVELORMENT  526-0603

I. Summary of the Problem to be Addressed and the
Proposed Response

The Naticnal Development Plan proposes to raise industrial
production fram an average rate of growth of 5.3% from 1970-1975
(5.0% in 1976) to an average rate of 9.7% for the period 1977-1981,
thus making industry a leading growth sector. At the same time
the Plan strategy is to emphasize export growth, development of
agroindustries and import subkstitution. We seriously doubt that
this goal can be achieved or the strategy effectively implemented
without the full participation of the small scale industry sub-
sector which accounts for an estimated 66% of industrial employment
and 40% of the output of manufacturing industry (excluding artisans).
Moreover it is cur policy to maximize opportunities for all involved
in industry to participate in the growth process, not only because
it will tend to improve income distribution, but also because, being
employment intensive, rapid growth of small industry will provide
off-farm employment for the rural underemployed.

Small manufscturing industries (those with 6-20 employees)
have been a much neglected sector. As pointed out in the revised
DAP, most of them have not received production credit or technical
assistance, despite their interest in obtaining such assistance.l
So far they have not been able %o take advantage of Law 550 which
provides powerful incentives for growth.g/ The development of appro-
prigte technology is stlll in its infancy, and the institution
charged with such work lacks funds to develop prototypes of new
products and equipment. 8mall industries have not been able to
take advantage of Law 349 on Cooperatives under which cooperatives
can receive financial and technical assistance from the State and
exemption from the various import and export taxes and fees, ©Such
fees often constitute insuperable barriers to the participation by
small producers in export trade or to effective competition with
foreign imports. In shert, there exists no known institution to
provide technical support to and lock after the general interests
of small industry.

The purpose of the proposed Smell Manufacturing Industry
Development Project is to help overcome the foregoing and other
barriers to the effective growth in size and efficiency of small
firms., As a new undertaking both for Paraguay and USAID in Paraguay,
this rather modest effort should be considered to be of the nature
of a pileot project which, if successful, may be enlarged in the future.

1/ See Industrial Assessment of the DAP, p. 28
2/ Tbid. p. 27 and Development Overview of the DAP, p. 53.
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To put this project in proper perspective, there are cited
below four summary conclusions inter alia of a seminar on smell
industry in Latin America that took place_in Quito in November 1966
under the sponsorship of CEMLA and UNIDO:E? 1) in defining small
industry, a distinction should be made between small manufacturing
industry and industria aitessnal, or cottage industry and handicraf‘ts;-e/
2) the development of small manufacturing industry must be assisted
by govermments, since small industries are incapable of formulating
and bringing about progrems of self-help; 3) assistance should take
the form of the establisthment of a 3mall Industry Institute or a
Division of Small Industries which 20uld be linked to & larger
organization, such as a Corporation or a Ministry of Industries;

4} sbove all else, the formation of entrepreneurs is considered to
be a principal goal in thke development of small industries.

.The Project would rerform the following types of functions:
a) technical advice to firms concerning plant layout and use of
machinery, b) coordinaticn with the National Institute of Technology
and Standards (NITS) for spreading the adoption of appropriste tech-
nology, ¢) assistance with feasibil:ity studies and credit applications
end related coordination with the National Development Bank (NDB),
d) advice on marketing and help in subcontracting orders with larger
fims, e) conduct of training progriums in management and accounting
for proprietors by NITS, an autonomous institution under the Ministry
of Industry and Commerce (MIC), f) ccordination of training programs
for employees with other institutions, g) planning of infrastructure
investments, such as industrial parks, and negotiations to obtain
government support and financing for them, h) advice to small concerns
concerning their rights under the Lew 550 on investments and Law 349
on Cooperatives, and help in the exercise of these rights, i) recom-
mendations to the Govermment concerning policies and expenditures
that would be helpful in supporting small industries, h) preparation
of a draft law for the formation of & Small Industries Corporstion.

The Project will require the establishment of 1) a Small
Industry Development Division in MIC, which is to be staffed
initially by a group of 4 or 5 Paraguayan professionals, and 2) an
investment fund to finance the cost of small industry studies and
the cost of prototypes of equipment 3designed by NITS and other
institutions. A.I.D. will help finance the cost of investments in
prototype equipment and studies, provide appropriate training for
Paraguayan professionals and supply the MIC with a team of two
counterpart advisors from a menagement consultant firm, The disburse-
ment pericd will be 1979-1980.

1/ Cited in Andlisis y Prcgrama para la Artesania y Pequefia Industria,
Secretarfa Técnica de Flanificacion, Asuncidn, 1973 from UNIDO,
"La Pequefis Industria en América latina," New York, 1970, pp 5-41.

g/ Artisans in Paraguay are already being assisted by the Servicio
de Promoeidn Artesanal, created by Law 549 of February 18, 1975.
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These inputs will produce the following key outputs, easily
measurable in quantitative and qualitative terms: the MIC profes-
sionals trained and the Division established; technical studies
rerformed for local industries; subcontracts placed with larger
firms; special surveys conducted; prototypes of new products and
machinery developed; institutional systems, developed to handle the
needs of small enterprises, including treining needs; a number of
small firms taking advantage of Laws 550 and 349; and the laws
prepared and policles established in support of small industry.

Thege oubtpubts are intended to lead to achieving the Project
purpose of establishing a national capability to address the -
technical assistance needs of the small industries subsector. We
expect that the following set of conditions will exist at the end
of the Project:

a. A Small Industry Division established in MIC caxrrying out
necessary studies, developing appropriate plans and
instituting necessary policies in support of small manu-
facturing industry.

b. An NITS adequately fulfilling part of the technical
assistance needs of small industry, promoting use of
appropriate technology with the aid of prototype products
and machines, and complementing activities carried out
under other Mission projects (e.g. Rural Enterprises Loan,
FCGP, Agricultural Sector Loan).

¢. A body of knowledge about small industries and their role
in the development process that will assist the GOP in the
formulation of future industrial development plans and
policies,

d. Small industrialists that are better trained and zble to
take advantage of the laws promoting industrial growth
and of the opportunities offered by an expanding economy,
thereby adding to the number of competent and innovative
entrepreneurs that the economy so much needs,

e. An increase in off-farm employment resulting from new and
expanding small firms.

f. An increase in the output of agroindustries and a greater
volume of producer and consumer goods available to small
farmers at reasonable prices as a result of the increased
output and efficiency of small enterprises.

g. A draft law for the establishment of a Small Industries
Development Corporation as an autonomous entity under MIC.
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The major beneficiaries of thz Project will be: the proprietors
and employees of small firms who beaefit from greater productivity
and higher income; the ur;employed/underemployed in rural areas who,
as a consequence of the Project, receive full time employment; the
farmers who benefit from an enlarged market for their products and
vwho, as a conseguence of greater ani more efficient industrial out-
put in rural areas, are able to procure more easily and economically
production and consumpticn goods, 'The establishment of new and grow-
ing small industries in rural towns will have a multiplier effect
on income and will stimulate local commercial and service activities,
thereby tending to difuse widely the benefits.

The Project is related to the current A.I.D. Rural Enterprises
Loan, the proposed Production Credit Guarantee Program, and the
proposed Market Towm Development and the Small Farmer Sector Loans.
None of these projects, except FCGP, has a technical assistance
component for small industry; technical assistance under the FCGP
will be extended only in connection with loan applications and will
have very limited coverags during tre first 3-4 years. Consequently,
the proposed Project will complement them all., It will also comple-
ment the lending activities of the National Development Bank and
commercial banks,

The IBRD is planning to provide a $10,000,000 loan to the NDB
for industrial lecans to smnall and medium sized fimms and to strengthen
its organizafion and operations., This proposed loan has no technical
assistance for small firms contemplated. The Project will support
and he supported by this credit program.

IT. TYTlnancial Requirements and Flaas

The financial requirements of the Project are described in
the tables below. It is assumed that the IBRD lcan mentioned above
end other sources will cover the c¢redit needs of the small industries
assisted by the Project.

Total Project: $LkcC,000

A. A.I.D. Grant Funding

Personnel; 2 Masn years Chief, FPlanner
2 " " engineers and/or economist

Training: 6 week programs in U.S. for 3 = 18 weeks

Cthexr: Budget sapport, production of prototype, studies.
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B.

Costs:

Personnel:

Chief, 2 Man years at $70,000 = 140,000

Advisors, 2 Man years at $6o,ooo = 120,000
260, 000
Training: Counterpart staff trained in the U.S.
18 weeks perdiem 4,000
Course cogts and travel 8,000
12,000
COther: Investments in prototypes an
and studies : 34,000
Budget support 2k ,000
Total $330,000
Time Distribution of Costs
Item FY 197 FY 1960
1. Personnel
Chief 70,000 70, 000
Advisor 69,000 60,000
2. Training 6,000 6,000
3. Prototypes, Studies 17,000 17,000
i, Budget support 18,000 6,000
Total 171,000 159,000

GOP Financing: $110,000

Purposes:

1., The cost of office and other facilities at MIC and NITS,

2., Part of the cost of selective studies.

3. Costs of standardization studies by NITS and their
application to the needs of Project clients.

4, Salaries of employees for a small industries division

in MIC,
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5. Costs of trainiag programs for managers and proprietors
of small industries at NITS,

C. Total Financing Regqiirements

A I.D, $330., 000
GOP . 110, 000
Total Cost $4L0, 000

IIT. Development of the 2roject

The PRP will be prepered by a project team consisting of the
Program Economist, the Capital Development Officer and the Regional
Engineer.

The Mission completed in early 1977 a sample survey of small
industry and artisans to support the PRP for the Production Credit
Guaranty Project., A more elaborate survey of industry is being
carried out by the Ministry of Industry and Commerce (MIC) and initial
findings should be aveilable in the near future. Consequently, ade-
guate informestion should exist concerning the problems end needs of
small scale firms,

The principal studies which need to be undertaken in support
of the Project are:

a., A study of the small industry subsector to det'emi_ne priority
production areas for Project operations;

b. the organization and staffing of a Small Industry Division
in the Ministry of Industry and Commerce (MIC);

¢. the legislative and adminlstrative reguirements of helping
small industries to take alvantage of Laws 550 and 3L9;

d. the operation and control of an investment fund for
financing the production of prototype machines and
equipment;

e. a plan for working relations between the Small Industry
Division of MIC and NITS in the common endesvor to promote
the use of appropriate technoleogy; this would include
problems assoclated with the production, use and sale of
prototype products and equipment;

f. a plan for working relations between MIC and the NDB;
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g. a study of the Cooperative Law 349 and of the operation
of producer cooperatives to determine in what ways small
industrial firms might best organize themselves into
cooperative associations so as to strengthen themselves
both individually and collectively for purposes of raising
their output and income and impreoving and widening the
marketing of their produce both in domestic and foreign
markets;

h. a plen for the role of the Project in regional development
including relations with the Municipal Development Insti-
tute, municipal authorities in market towns and financial
institutions willing and able to lend to small industry.L

Asgistance for the preparation of the PRP and the supporting
studies listed above will be required for a period of six person-
weeks from a management consultant firm with a reputation for its
work in small industry developmment and for three person-weeks from
an A.I.D. industrial specialist. Equivalent assistance may be
required for the preparation of the PP,

The PRP will be submitted about November 1977; the PP will be
submitted late in FY 1978.

IV, Policy or Progream Issues

Policy issues would include: a) should the private sector
participate in Project activities (e.g. joint funding of prototypes)
and, if so, on what basis? b) should the prototype machines and _
equipnent produced under the Project be retained by NITS, or should
they eventually be sold? c¢) if prototype equipment is to be sold
ultimately, what should be done with the proceeds? d) what priorities
should be established for the various activities of the Project?

;/ See the attached diasgram describing the operational structure
of the Project.
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ORGANIZATION CF PROJECT

MIC
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Coordination Simall Industries
Research Division
Policy
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NITS NDB
Industrial Researc Credits
Training Technical Assistance

Appropriate Technolo

Small Manufacturing Enterprises

Note: NITS is an autonomous institution under MIC,
NDB is an autonomous institution under the Central Bank.
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