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I. INTRCDUCTION

Aware of the fundamental technical and social importance of
supervised credit, the Naticnal Development Bank made provision
in its constituticn for reaching small farmers by means of a
program of supervised credit.

Essentially supervised credit provides funds, technical assistance,
and social education to groups of small operations with limited
but hopefully growing resources for the purpose of bringing

about real improvements in their economic and social conditions

in the not tco distant future.

The factors taken into account in organizing programs of this
sort are:

a. Selection of a clearly defined area for an economic
and social survey;

b. €Selection of the participants in the program, taking
care to ensure that they are capable in their field, physically
fit, honest and hard-working, and permanent residents of the
area;

C. Selection of farms, taking care to choose those with
the best money-making prospects that will produce returns in the
shortest time; the investmernts made are spread over short-,
mediuwn-, and long-term projects;

d. Total financing of investment plans, including when
necessary the construction or improvement of dwellings;

€. Regular systematic technical assistance from the plarnning
stage on through to the achievement of the program's objectives
and recovery of the loan;

f. Supervision to ensure that part of the annual income
is reinvested in the capital of the farm and in social improvements;
and

g. Periodical assessments of the program.

In seeking to work according to these criteria, the Bank has laid
down a number of guidelines for making loans, as follows: Funds
will be provided for up to 100 percent of an investment plan; the
term of the loan varies with the type of investment (short-term
loans, up to two years; medium-term loans, up to seven years;

and long-term loans, up to 15 years); grace periods are granted
for medium- and long-term investments, and these may apply even
to the payment of interest; the type of repayment is determined
in accordance with the income vielded by the farm; guaranties are
based on the correct selection of participants and are secured



by the assets financed by the loan. The interest rate is lower
than usual, the supervised credit beneficiaries paying only
8 percent per year, and there are no additional charges.

II. DESCRIPTION OF THE PROGRAM

l. Loan contract BID-56/TF-Ec. was signed in October 1963
between tne Inter-American Development Bank and the National Land
Settlement Institute--later transformed into the Ecuadoran Agrarian
Reform and Land Settlement Institute (IERAC) for the amount of
U.S.$2.6 million, to which a domestic contribution was added,
making a total fund of U.S.$4 million.

These funds were to be invested in a selected area in the Santo
Domingo de los Colorados zone, which was considered to be suited

to voluntary land settlement. A group of eight properly coordinated
programs was intended to assist the families of settlers in im-
proving their economic and social status within a fixed period

of time. These programs were:

a. Access routes for the settlement areas (construction
of 180 km of secondary roads);

b. Farm and housing loans to the families of 1,600
settlers;

c. Organization of community centers in three selected
localities in the zone;

d. Organization of agricultural extension and experiment
services;

e. Technical assistance in supervising and controlling
the programs;

f. Construction and equipment of 20 schools;

g. Organization of social welfare, medical, health, and
other services; and

h. Technical services in support of all the above programs,

2. The farm and housing credit program was directed toward
granting financing through a supervised credit program, planning
the needs of the rural population on the productive side and in
the social field, for the purpose of helping them to find real
solutions to their problems.
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The two subprograms were originally financed in the following
way:

a. Agricultural credits:

l. From the IBD loan, the

equivalent in sucres of eeeesU.S.8 960,000
2. Local funds provided by the

BNF, the equivalent in

sucres of ceesaU.5.8 232,600

SUBTOTAL OF AGRICULTURAL PROJECTS U.S.$1,192,600
b, Credits for rural housing:

l. 1IBD loan: the equivalent
in sucres of ceesesU.S.8 748,000

TOTAL INVESTMENT IN THE PROGRAM U.S.$1,940,600

3. The program was entitled the Land Settlement Credit
Program and it came into beiny in September 1964. The IERAC was
responsible for the technical and administrative operation of
the whole program, as well as for the planning and for super-
vision of the participants.

The BNF acted as fiscal administrator under a provision of loan
agreement No. BID-56/TF-Ec. which provided that subloans could

be disbursed only through the BNF. 1In order to comply with this
provision it was necessary to draw up an agreement between the
ENF and the IERAC regarding the loan administration. In addition,
the agreement made the Bank responsible for financing the local
contribution of 5 millinn sucres (U.S.$232,600). 1In practice,

the Bank provided 20 percent of all the subloans for agricultural
development.

4. 1In the early stages, the so-called "IDB Polygon"
referred to a diamond-shaped area whose corners were i2 km from
Santo Domingo de Los Colorados and located on the roads connecting
that community with Quito, Esmeraldas, Chone, and Quevedo. Later
on, under pressure from the residents in neighboring areas who
wished to be included in the program, the area was extended to -
60 km in each direction.

Consequently, the area was very much bigger and far less homo-
geneous than had originally been intended, which might be con-
sidered a disadavantage, as the program was so designed that

success depended on applying it in a small space. In the case
of Santo Domingo, it was not intended that the program should

cover the whole area; only that the outer limits should define
the location within which the participants in the program would



- 5=

be selected. Actually, the area itself contains large highly
capitalized enterprises, medium-scale undertakings belonging to
absentee farmers, small farmers who have been residents of the
area for many years, and small farmers who have only recently

come there as a result of the road developments, and who still

had land tenure problems. The area also contains a number of
fairly rapidly growing villages, and it comes under the political
jurisdiction of no less than four provinces (Pichincha, Esmeraldas,
Manabi, and Los Rios).

5. Ecological features: The Santo Domingo de los Colorados area
contains very humid subtropical forests and humid tropical forests.

The very humid subtropical forests are to be found in the part of
the area falling within Pichincha province where the temperature

is between 18°C and 24°C and the average annual rainfall is between
2,000 and 4,000 mm. The land lies between 500 meters and 1,600
meters above sea level. The lower part of the area is suitable for
limited agricultural operations, the main crops being bananas,
yucca, rice, and corn; but the most characteristic operation is
stockraising (beef cattle). Most of the land is covered by forests.

The humid tropical forest covers part of the provinces of Manabi
(E1 Carmen) and Esmeraldas (La Concordia); it provides more satis-
factory conditions for agriculture and stockbreeding thaan the very
humid subtropical forest. The average temperature is somewhat
above 24°C and the annual rainfall between 2,000 mm and 4,000 mm.
The land lies at about 1,000 meters above sea level. The topography
is flat or undulating, thus being suitable for the cultivation of
plantains, bananas, cacao, hemp, yucca, pineapples, citrus, and so
forth and, of course, it is good for stockraising. There is a
great variety of forest species and many of them have commercial
value,

In general, the countryside around Santo Domingo de 1los Colorados

is what might be expected of an area where one of the principal
activities is stockraising. Nevertheless, the soil is not as good
as is generally thought, and needs to be worked on a five-year cycle
unless it is manured at reqular intervals.

6. The following comments may be made on the way in which the
program worked out in practice:

(a) The very small demand for credits for housing led to
a freezing of resources, since the amount of U.S.$748,000 had been
specifically earmarked for that purpose. This blocking of funds
was most undesirable from the standpoint of the purpose of the
program as a whole, which was to speed up the economic development
of the families concerned.
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The BNF maintained that it was undesirable for settlers to become
indebted for a non-profit-bearing investment when they lacked the
capacity to pay; it was therefore decided to find a better means
of financing productive activities. The BNF. considered that im-
proving the financial circumstances and the efficiency of the
undertaking were the goals which should be achieved in the shortest
possible time, with social improvements following quite certainly
as side benefits.

(b) The second difficulty encountered in the operation
of the program was the lack cf funds available to the IERAC for
maintaining the technical and administrative structure. It was,
for instance, unable to support an office devoted entirely to the
Santv Domingo de Los Colorados program, a situation that did not
make for proper institutional security, not even on a medium~-term
basis.

These two problems were overcome by transferring to the BNF complete
responsibility for administration of the part of the loan intended
to finance agricultural activities and the construction of rural
dwellings. A% the same time, all parts of the loan were brought
together in a single fund which could be made available according

to demand.

Nevertheless, the debate on these problems and on the difficulties
following discontinuance of the program took up most of the year
1966. The BNF assumed complete control of the program in Movenber
of that year and has continued to run it ever since with results
that are considered quite satisfactory, especially because they
have been achieved in a relatively short period.

7. The principles which have made it possible not only to
exceed the original number of participants (1,600) but also to make
genuine progress in both the economic and the social fields may
be summarized as follows:

(a) The settlers have obtained permanent possession of the
land, a factor that provides a secure basis for medium- and long-
term planning;

(b) The amount of land granted in each instance is
sufficiently large to enable the family undertaking to make
sustained progress on the basis of operating plans that produce
a reasonable yield;

(c) The financing has been both timely and adequate in
respect of amount and terms which enable the undertaking to develop
favorably. Families that have received more than one loan during
the period have shown more rapid improvement than others;

(d) The program provides technical assistance through
pPlanning of the loan and supervision throughout its duration;
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(e) The program area is criss-crossed by a network of
primary roads and many kilometers of secondary roads, making it
easy to move farm products and supplies; more particularly,
the roads put the area in touch with the country's more active
markets;

(f) The settlers are genuine farmers established once and
for all on the land with their families. Hence, there is no
absenteeism, and the settlers are determined to improve their
standard of living by their own efforts.,

8. Summary of results to date

The following tabulation of the results of the program
up to December 1969 shows that investments in small undertakings
can be extremely productive in the short period of five years,
provided that there is proper supervision.

Credits Actual
Type of Investment Granted Investment
(in thousand sucres)

Establishment and maintenance of live- :
stock farms 3,440.0 12,386.2

Purchase of cattle for breeding and

for fattening 37,873.9 39,194.0
Pigs for breeding and for fattening 700.3 1,296.5
Poultry breeding 21.5 197.0
Permanent crops 2,944.2 7,119.4
Agricultural constructions 402.6 990.0
Construction or improvement of dwellings 744.0 19,257.0
Other permanent investment 492.,2 3,136.0
Land purchase (urban and rural) - 14,000.0
TOTAL INVESTMENT 46,555.8 96,586.1
CAPITAL GAIN 109.6
CHANGES IN INVESTMENT Original Present Increase (%)

(in million sucres)

TOTAL ASSETS 121.9 299.7 146
TOTAL LIABILITIES 14.3 43.8 205

NET CAPITAL 107.6 255.9 138



Certain other figures showing the changes of the past five years
are set out below:

ITEMS STOCKS
At Start At December 31, 1969
Livestock
Cattle (head) 9,730 39,980
Pigs (head) 16,870 16,900
Poultry 59,770 60,110
Agriculture
Pastures 19,040 30,880
Crops (hectares) 17,790 19,590
Income
Gross income (sucres) 27,196,000 45,181,000
Net income (sucres) 18,686,000 25,571,000
Average income per
family per year (sucres) 52,281
Cash income per family
per year 15,437 29,481

In brief, the figures show that the precgram has had very positive
results. Among these it will be seen that the area under cultiva=-
tion has been extended by more than 13,000 hectares; the number of
beef cattle has increased by some 30,250 head during the period;
and more generally, there has been an improvement in the standard
of living of the settlers as a result of the increase in revenue,
estimated at some 15.5 million sucres, which has in turn had a
multiplier effect on the development of the economic activities

in the area.

As for improvement in family circumstances, it has been noted

that the settlers have been buying more agricultural land and urban
lots in the neighboring villages; they have built new homes or
improved existing ones: they have a strong desire to provide the
best possible education for their children; they have improved
their eating habits and hence their health and vitality; their
assets have risen by some 146 percent on the average; and finally,
they have become sources of jobs for third persons to whom they
paid more than 11 million sucres in wages during the period.

Since December 1969 the program has become more satisfactory still
as, up to the end of 1971 some 4,698 loans had been made to the
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benefit of 2,670 families, representing a total investment of
61.2 million sucres. The purpose of each loan and the accumulated
investment under each heading are shown in the following table:
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CREDITS GRANTED FOR THE LAND SETTLEMENT PROGRAM IN THE
SANTO DOMINGO DE LOS COLORADOS AREA

AMOUNTS LOANED

In thousands of sucres

ACCUMULATED TOTALS
9/1/64 - 12/31/T1

! ' No. of |
11967 1968 1969 1970 1971 : Amounts Operations Value:
! .I

Plantalus & ; i :

Bananas 24.6 167.2 82.6. 36.8: - 610 has 69 L36.0
Corn 17.8| 166 526 23.0 10,0 690 " 119 3360
Beans - -1 4.0 - - 1" 8 17.1
Rice 3.0 188.2° 80.8 6.5, 6.0 493 " 103 4ok .0
Coffee - - - - - ' 180" 64 396.7
PEanutS - 106' - )'l'oo - ! 7 " 5 1206
YUCC’.’. 6- 2"" u6i - had : - : 16. :: 2 26 02
Pineapples 26.5 540! 13.0 - - 19 - 141..0
Sugarcane - - - - - gg : 5 hh.?
Other Fruit - 5.0 - 22,0 - 16 " 3, 28,2
Henp - 30.0 H - - - ' 52 6 ! 132 .l].
Abaca 1.400.0 350.0;  70.0 -  139.8- 272" 28 | 1.959.8
Cacao - - - 4,0 - 11 : 1 i k.0
Soybea_ns - : - - 12 0 - 6 3 H 12.0
Pastures { ; I

(establish) 76102 13’4’.5 35.0 1"".0 95.0! 1.971 " 265 ! 2.309.7
Pastures ' ; : : : 3

(maintain) 336 2 27’-‘-.0 168.9& 139.8 1)"3 06' ll'ool3 " 617 ' 10522.8
Cattle .

(breeding) 12.502.1 | 8.81bu1i huboh.2! 3.657.6 4.792.9 16.487 chz 1.98p  43.585.6
Cattle : ;

(fattening) 7949 ’ 1.301.2° L4BO.Uj 1.T69.4 1.437.6 S5.712 " 15 6.955.8
Pigs (fatt'g : | X
& breed'g) 172.6 132.3 4.0{ 58.0 23.8 1.844 " 256 T82.1
Poultry - 3.1} 1u.6; 24.0: 8.0 3.370 " 11 5345
Draught : i X Z

Animals 118.4 62! 15,00 11.0. 5.3 288 " 202 410.3
Timber - - - | - - 5 has 1 4.0
Agric. inputs 3.0 16.5° 14.80  70.0° 27.9 - 18 136.1
Agric. ! !

Implemen‘bs 15 2 901 ll'05 ' 705 . 1-5 . 20 u 20 M‘-na
Stebles 5.0 3.0/ < - 5,0 g " 9 38.0
Slaughter- : .
houses 61.0 k.2 - 12,0 565" 29 " 29  154.2
Chicken= ! . ' .
houses - - - - - 5" . 5 65.8
Ibnts - - 6.0 - - 2 - ) 2 9.0
Roads 15.0 - - 25.0 - 7 km 6 183.0
Housing 2410 107.8 64.8 43,7 20,0 ! 104 u i 104 808.6
Total ;?(,.' P
original 16.497.6 |11.644.1' 5.535.115.940.2 | 6.762.0 | i 2.670 61.193.5
loans . ‘ ’

Ni: . of

Loans 501 517 280 309 249
approved

Source: Departmental Reports

Prepared by:

Department of Supervised Credit
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III. REVIEW OF THE CREDIT PROGRAM

The assessment was carried out on the basis of a statistical
sampling of the loans granted up to December 31, 1969. There
were 1,850 cases and 10 percent or 185 participants were examined,
so that the sample may be considered sufficiently representative,

The review covered three general aspects of the program; the
success or failure of the settlers in the economic and financial
spheres; achievements with respect to social betterment; and
the technical and administrative aspects of the program.

The statistical annexes give a quantitative view of the results,
While of course the figures are a consolidation and speak only
for the program as a whole, they show the extent to which
individual families have made progress, cr failed to do so.

Making a general appreciation on the basis of the data provided
by the survey, there can ke no doubt that in the time the program
has been in existence, it has been of rc¢al benefit to the
settlers in the area around Santo Domingo de los Colorados,

and therefore it has successfully met the objectives for which

it was established.

Obviously, the results that can be shown here do no more than
reflect the efficiency with which the Branch of the BNF concerned
has carried out its daily tasks. Not the least of its contribu-
tions was the assistance given in making this evaluation, whose
results are set out below.

A, ECONOMIC AND FINANCIAL RESULTS OF THE PROGRAM

1. Table 1 shows that the loans made so far have affected
an area of 90,135 hectares, the amount of land believed to be
held by the 1,850 borrowers on the date of the review.

This figure is 8,900 hectares more than 81,235 hectares held

by the participants at the beginning of the program and represents
individual family purchases for the purpose of increasing their
land holdings.

The second part of the table shows the volume of credit made
available during the period. There is in fact no figure available
for the total demand for credit by the settlers; however,
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one indication of the scale of the program can be gained from
the figure for the planned volume of credit, which came to

58.2 millions sucres for the five-year period, of which some
48.5 million were actually lent. Of that amount, 11.8 million
sucres, or roughly 25 percent of the total, has been repaid

by the settlers in the form of debt cancellation or in scheduled
repayments and the money was immediately reinvested in new

loans to meet the growing demand.

2. The financial position of the participants, showing the
purposes for which the loans were made, is set out in Tawle 2.
The assets of the farmers, estimated at 121.9 million sucres
at the beginning of the program, rose to 299.7 mi:llion up
to the end of the period analyzed, an increase oﬁ 145,8 percent.
In other words, the value of a family's assets rase one and
a half times above the original figure. E

An examination of the status of families in relation to the time
they have been on the program and the number of loans they have
received shows that there is a direct relationship between

these factors. 1In other words, the families that joined the
program in the early years and have received two or three loans
are better off than those joining later, because they have been
able to increase their assets more rapidly.

There are seven groups of assets, hamely, land and buildings,
cattle, pigs, poultry, draught animals, tools and agricultural
equipment, and other assets including domestic goods. Each of
these categories has increased, though in different proportions,
for every one of the families admitted to the program during the
pericd under review, thus demonstrating the general improvement
in the condition of the settlers.,

One of the groups whose value has increased more noticeably is
cattle, which rose from 18.4 million sucres to 76 million sucres,
a more than fourfold increase. These figures agree with those
for the number of head of cattle owned by the settlers,

The increases in values arising from the development process
in the area around Santo Domingo de los Coloradcs has led to a
doubling in the assets of the settlers under the heading of
land and buildings, not only by improvements made on their own
land but also by the addition of lots that have peen purchased
by some of them,



- 13 -

From the standpoint of improving the technology used in cultivation,
it is perhaps worth noting that the investment in tools and
agricultural equipment has risen by 153.5 percent above the
starting inventory which means that a considerable increse

in the level of productivity should be possible.

In the same table, particular attention should be given to the
"other assets" item because it includes durable household

goods, which have risen from 6.5 million to 30.4 million sucres.
Such an increase may be taken as evidence of the social improvement
that can be achieved by family undertakings with access to
supervised credit.

Oon the liabilities side, which shows the state of indebtedness of
the farmers, it will be seen that the financial obligations

of the families have risen more than the volume of credit
received. Nevertheless, it is worth looking more closely at

the debt formation itself. Mortgages were grouped, according

to the creditors, as being in favor of the IERAC or the BNF.

Those in favor of the IERAC have fallen by 45 percent, while those
in favor of the BNF have risan by 19 percent. In any event,
during the period under review mortgage debts have fallen by

29 percent of the original figure.

Debts backed by chattel mortgages, mainly loans from the BNF,
have increased very greatly--from 5.2 million sucres to 35.6
million sucres, an increase of 578 percent.

Perhaps the most spectacular increase in relative terms is that
of "other debts", from 5,000 sucres to 1.7 million sucres.

The explanation might well be found in the changed situation;
the settlers are now more confident of their capacity to pay

and this makes them try to accelerate the improvements they wish
to undertake. It might also show the confidence that third
parties have in the undertakings by making credit available

to them, something they do only when the signs of economic
improvement are good.

Although the proportionate increase in indebtedness has been

more rapid than the increase in assets, the latter has nevertheless
amounted to 137.8 percent net, which clearly shows the solvency

of the parties concerned and the positive benefits of the program.
Indeed, while in absolute figures the increase in indebtedness
amounted to 29.5 million sucres, the increase in assets amounted

to 177.7 million sucres, leaving a net capital gain of 148.2
million sucres for the families.,
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3. Table 3 shows the changes that have taken place in the
livestock holdings of the settlers, Livestock is by far the
most important part of the family activities; it is to livestock
that most of their financial resources are devoted, to the
extent that some 90 percent of the proceeds of loans are invested
in that line. '

Beef cattle not only represent the largest investment but also
the most typical activity carried on under the program. The
figures show the initial stock in the possession of approved
families was 9,730 head; that they received loans to purchase
16,631 head, either for breeding or fattening; and that at the
time of the review the families possessed 39,980 head. In other
words, even allowing for death and sales of cattle, the cattle
stock has increased by an additional 13,619 head, and the

value of cattle owned by approved families has risen some 18.4
million sucres at the start to 76.0 million sucres at the time
of the review. In other words, the value of cattle held rcse
by more than three times during the period studied.

One good indication of the changes that has taken place in the
enterprises is the figure for the average number of cattle owned
by each family. At the beginning of the program the average

was 5 head of cattle per family; at the time of the review, it
was 22,

Holdings of pigs and poultry cannot be looked upon as commercial
activities. They really come under the heading of subsistence
farming. During the period loans have been contracted for the
purchase or breeding of no more than 1,682 pigs and 1,120

fowls, with a total value cf 721,750 sucres.

Poultry farming is of great importance since it provides both

meat and eggs for feeding the families., Moreover, in addition

to meeting this needs, both poultry farming and pig raising

serve to generate some financial return to add to the family

budget, and on more than a few occasions sales of this sort

have helped to meet payments on loans contracted in connection

with the cattle held by the same families. In this region

graught animals consist of the horses and mules used for transporting
persons and goods.

4, The loans figures show that the program has been rather
limited as far as the financing of agricultural crops is
concerned. In the period under review crop loans have amounted
only to 3,326,583 sucres, and these have been used to improve
the cultivation of 2,329 hectares, counting both short seasonal
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and perennial crops. This apparent shortcoming is of course
the consequence of the particularly one-sideé demand for loans
in connection with livestock.

Nevertheless, it will be seen from Table 4, covering land use,
agricultural production, and yields, that at the start of the
program the settlers had some 17,790 hectares under agricultural
crops. In a sense agriculture was the basis of their economy

as it provided both cash crops and produce that they could use
for meeting their own subsistence needs.

Plantains and bananas represented the major crop, accounting
for 64 percent of the cultivated area. Technically speaking,
plantains and bananas are a recurring crop; they not only
form the staple family diet, but they are also used in stock-
breeding, especially for pig feed.

Both corn and rice are generally considered transition crops
since they are sown on land that will in future be used as
pasture. This is no doubt one of the causes of the low yield
per unit of area. Nevertheless, there is a clear difference
between the yields preceding the start of the program and those
obtained under guidance and supervision. Corn and rice are
considered to be subsistence crops; in particular, corn is
used in pig breeding and poultry farming.

Cacao and coffee are grown only on very small areas, amounting
on an average to less than one hectare per farmer, so that it
seems likely that expansion of these crops is possible in only a
few selected areas. The yields are so low that possibly they
serve only to meet subsistence needs.

Under the heading "other crops," which includes yucca, fruit trees,
pineapples, and the like, attention should be drawn to the financing
of 26C hectares of manila hemp with an investment of 1,820,000
sucres, representing 54.7 per cent of the total loans granted for
agricultural crops. Th¢ hemp subprogram was concentrated in a
particular area where it was something of a speciality, and

this led to the establishment of a producer cooperative for the
fiber, which has succeeded in reaching the direct export stage,

thus raising the producers' income very noticeably.

As may be seen, there is a difference of 2,390 hectares between
the area under cultivation at the start of the program and that

at the time of the review. In other weords, the increase in these
lines of production amounted to barely 13.9 percent, and virtually
the whole of the increase was financed by lcans from the Bank.

The other major land use in the area is pasture for grazing.
The figures under this heading show, first, the remarkable
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increase in new pastures, reflecting the concentration on
livestock. Second, out of the increase of 11,840 hectares of
pastures, only 1,852 were financed with loans from the Bank,
the remainder (9,988 hectaraes) having been acquired by the
personal efforts of the settlers in their desire to increase
the capital value of their holdings. In addition to making
loans for the establishment and maintenance of pastures, the
Bank has offered financing for fencing pastureland totaling
3,164 hectares. Third, comparing the area under pasture with
the number of cattle, it will be seen that at the beginning of
the program there were very few head of cattle per hectare
(9,730 head for. 19,040 hectares), while currently there are
rather more than one head per hectare (39,970 head of cattle
for 30,880 hectares, including animals of all ages), thus
avoiding over-investment.

Finally, comparing the total area owned by the settlers with the
various forms of land use reveals that land utilization has in-
creased significantly and that there has been a tendency to

leave no resources lying idle. For instance, at the start of

the program only 44.6 percent of the land was being utilized,
while the present proportion is around 56 percent, notwithstanding
the increase in the available area due to new acquisitions bv the
farmers. If they had bought no additional land, the proportion

of total land in use would be 62.1 percent.

5. Table 5 shows the main changes in the income from
marketing the farmers' products since the introduction of the
program. In this connection, it is well to emphasize that, as
with other aspects, the planning refers to the first year's
operations of the program or to the year in which the loan was
granted, when farmers have had two or more loans. On the other
hand, actual income depends on the time for which farmers have
been working under the program. This means that participants
who joined the program in 1965 have had five years of activity
under the program; in that time they could have received one or
more additional loans to fulfill or extend their original plan.
However, the loans granted in 1969, being initial loans, refer
to only the original stage.

In any event, the purpose of the table is to indicate the changes
that have taken place during the pericd of operation of the program,
in the volume of income under the various headings. The table
shows four different sources of revenue, so that it is possible not
only to see the advances made under each heading but also the
relative importance of each of them in the budget of the family
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undertaking. The sources are: income from cattle; income
from agricultural products; other income from the participant's
holding; and non-farm revenue.

Moreover, in order to try to estimate the actual income generated
by the family undertaking, income was divided into actual cash
income derived from the sale of farm products in the market and
imputed income, which in turn was divided into the value of
products raised on the farm for family subsistence (milk, meat,
eggs, bananas, yucca, rice, and the like) and the value of unpaid
labor by the head of the family and other members working per~
manently in the fields. Under this heading of unpaid labor, it
is figured that no less than 3,270 persons represented the man-
power pool provided by the families of farmers under the program.

In calculating the increases during the program period only cash
income has been counted, as there was no way of comparing the
value of imputed income before and after the program began.

With these preliminary remarks it will be seen that, taking

only the income derived from thz sale of livestock products, the
improvement in the economic status of the families was striking
since the increase under this heading amounted to 87 percent
during the period under review, or an average rate of 17.4 per-
cent per year.

The increase in income from farm crops was more modest, amounting
to 35 percent fer the period; however, this is only natural since
stockbreeding is the main agricultural pursuit in the area because
the climate and soil are propitious for that type of activity, and
the farmers naturally engage in that which gives them the greatest
yield. 1In this respect, it is interesting to note that while

the planned revenue from stockbreeding (12.6 million sucres) was
estimated to be roughly equal to that from farm crops (12.8
million) by the end of the period sales of animals and animal
products were some 36 percent higher than those of agricultural
products.

The heading "other farm income" refers to income not related to

the main activities such as stockbreeding and agriculture but rather
to those derived from other sources such as timber, sugar cane,
fibers, charcoal, and the like.

The item "other income" refers to activities unrelated to agri-
culture, stockbreeding, or forestry, and is therefore considered
to be non-farm income. It will be seen from the table that income
under this heading has risen remarkably, the actual increase being
some six times the planned increase.
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It might be thought that this expansion of income was brought
about by the settler's partly abandoning his agricultural or
livestock activities for other work of a more lucrative nature.
However, settlers have always undertaken non-agricultural
activities in order to round out their budget. Before the
introduction of the program they did this by working on
neighboring farms as casual laborers; since its advent, they
have been freed from this type of dependence, and many settlers
now undertake activities that are far more profitable than
working for others. Among these may be mentioned running a
sales stall beside the highway; buying agricultural products
for resale; renting out a house built in the neighboring town;
hauling farm produce; and so forth.

In any event, despite the relatively large increase in income
under this heading, at the end of the period it still represented
only 9.7 per cent of the total, thus clearly indicating that
agriculture and livestock were the basic sources of revenue for
the settlers.

In trying to estimate real income it is important to bear in mind
the large share represented by imputed income, reflecting the
subsistence obtained by a family from its farm. This in fact
makes it practically self-supporting and accounts for some 50
percent of the farm's economy.

In examining the relative importance of the various sources of
income, it will be seen that a numier of changes have taken

pPlace which, if they continue, would tend to make specialization
in livestock even more overwhelmingly desirable, even though no
farmer could give up other agricultural activities altogether.

The table shows that during the period under review income from
agriculture as a percentage of total family income fell by 7.9
percent. The proportion of other farm income also fell noticeably
while that of stockbreeding and non-farm ac-ivities rose
correspondingly.

Another indication of the improvement in the standard of living
can be derived from a comparison of the average income available
to individual families. It has been calculated that at the
beginning of the program each family generated an income of
15,437 sucres per year or 1,286.41 sucres per month. During the
time that the program has been in operation this figure has risen
to 29,481 sucres per year or 2;,456.75 sucres per month, meaning
that the average family income has risen by 90.9 percent. More-
over, the farm population in the area has risen by 7.6 percent
per year, a figure much higher than the 3.4 percent for the
country as a whole.
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The improvement in the position of the families under the program
will become even clearer if the imputed income is included, thus
giving a total monthly average of 4,357.25 sucres, which is
considerably higher than that obtainable in other sectors, in-
cluding manufacturing and services.

6. Table 6 shows in summary form the expenditure by the
families on running and maintaining their farms. The change
during the period call for some interesting observations, as
well as showing how skillfully the program has been run.

In Table 6 expenditures have been broken down in such a way as
to show the main farm costs, not omitting the cost of capital.

It is worth noting that although we are dealing with a family
economy, the farmers nevertheless generated 11.3 million sucres
worth of labor to meet the needs of other family groups.

The heading "purchases of livestock inputs" shows that actual
outlay was well above the planned or budgeted figure, and this
was of course in line with the farmers' need to provide for the
larger number of cattle. Similarly, it had been envisaged that
expenditure on tools would be relatively low; but the increase in
activity and particularly in casual labor for others led to the
actual outlays being some nine times the budgeted figure.

The only heading where actual expenditure came near the estimates
was that for minor repairs on dwellings, fences, and the like.
Most of the other actual expenditures practically doubled during
the period.

The item "other expenditures" was also far above the planned
figure, having increased by some 130 percent over the period.
The main factors leading to that growth were probably health

and education of the children. The health costs, which had been
completely unforeseen, in many cases led to very serious diffi-
culties in household budgets; they arose because one of the main
defects of the area is a lack of health services and conditions
favorable to health.

It is quite normal that the item "payment of interest" should

have risen as shown in the table because the figure of 966,690
sucres was intended to be the amount payable on loans contracted
in the first year and other interest payable in the same period.
The amount of 3,231,630 sucres shown in the next column represents
the total paid in interest over the whole period.

The increase in the outlay on family maintenance means that, despite
the rise in the cost of living and the increase in the size of the
family, there has been a rise in the outlay on food, and hence an
improvement in the family's defenses against disease.
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In brief, the supervised credit program has generated incomes

for other sectors of the economy amounting to 36.8 million sucres,
and the multiplier effect has helped to shore up the economic
progress that is taking place in Santo Domingo de los Colorados.

There is, however, one factor of considerable importance that ought
to be borne in mind in examining the composition of expenditures,
namely, that the loan for assistance in voluntary land settlement
has represented only a small proportion of the funds expended.
While it would be reasonable to consider loans for short-term
agricultural crops (1,058,045 sucres) and for the purchase of
agricultural or livestock implements and inputs (71,250 sucres) as
operating costs, the remainder of the outlay has been found

by the settlers' own efforts, mainly through the sale of agri-
cultural and livestock products. In other words, the family
undertaking has itself raised the funds necessary for operating
expenses to the extent of 97 percent, and this is another indica-
tion of the serious-mindedness and business acumen of the families.

The average annual expenditure per family unit has in fact been
19,916 sucres, an increase of 9,928 sucres or 99.4 per cent over
the planned amount.

In calculating total expenditures, imputed outlays had been added
to monetary outlays, allowance being made in particular for wages
earned by the head of the family and relatives who receive no
cash reward for their work.

At the bottom of Table 6 are the figures showing the net economic
situation of the family undertakings. The first two lines show total
revenue less total expenditure, both actual and imputed, for

the families as a whole. These is a net balance in favor of the
families both at the beginning of the period and at the end, although
there is no way of making a direct comparison between the two sets

of figures because at the keginning of the period no allowance

was made for imputed values.

Although the component figures differ considerably, the planned
yield and the actual yield were very close, since the former was
35.3 percent and the latter 33.4 percent, a sufficiently high
return for any type of economic activity.

A better basis of comparison will be found by using only cash
income and cash expenditure figures. Although the results will
be similar to those already described, it will be seen that the
increase in expenditures was proportionately greater than that
inincome, and that nevertheless net monetary income during the
period was 75.5 percent higher than had been planned.
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Looked at from the standpoint of the administration of the

program, the existence of this net profit would appear to show that
the recipients of the credit were in a position to repay their
principal and interest. Hence, at first glance there should be

no excuse for overdue payments, let alone a growing list of persons
whose payments are in defaulk. It is of course an accumulation

of individual cases that has brought about this situation.

7. In order to show the positive medium-term and longer-
term achievements of the farmers under the program, we have
prepared Table 7, which sets out under various headings the
capital invested either in the farm undertakings or in the form
of an increase in the assets of the individual families.

The various incentives available to the settlers have led them to
more than double their assets during the program period.

The most interesting features of the various items of Table 7 are
summarized below:

No loans were made available for land purchase; nevertheless,
the settlers have invested more than 14 million sucres of their
own resources and cn their own initiative in purchasing both
agricultural and urban land amounting to 8,900 hectares over

and above the area with which they started the program, and this
may be considered as a demonstration of the economic stability
achieved by the families. On the other hand, of course, this
type of acquisition can be criticized as representing a tendency
to lay hands on all the available land for themselves. In any
event, it is preferable that agricultural land should be purchased
by people living in the area rather than by absentees. Further-
more, persons possessing more land than the amount laid down

as being eligible for inclusion under the program were not
entitled to new program credits and had therefore to seek
financing from the Bank's Credit Division.

The settlers contributed a relatively small amount to the purchase
of cattle, but the figures show that borrowers not only invested
all the money that they received from the Bank in purchasing

cattle but that they added thereto the equivalent of 1.3 million
sucres from their own resources, thus showing the purposefulness

of small farmers in seeking improvements when given the opportunity.

Another example of investment in the farm that shows the great
efforts made by the settlers is to be seen in the heading dealing
with the establishment and fencing of pasture grounds. During the
program period the Bank has granted more than 3.4 million sucres
for this purpose; the farmers have, however, disbursed some

12.3 million sucres under the same heading. In other words, they
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have exceeded the planned expenditures by some 260 percent, thus
greatly improving the land coming within the program.

In fact, buildings and improvements to the land have absorbed

a relatively small part of investment in the farms, investment
under this heading coming to less than 1 million sucres, and
part of that has been used for the construction of pig sties,
slaughterhouses, and so forth. It may therefore be considered
that the amount invested in cattle management is far too small
compared with the sum spent on purchasing livestock and expanding
herds, which had reached some 40,000 head of cattle at the time
of the survey.

Under the heading of permanent and semi-permanent crops, the most
important item has been hemp plantations, which have absorbed the
majority of the planned investment. Nevertheless, the farmers
have planted a greater area than had been planned, and have
devoted their own resources to cacao, coffee, pineapples,
plantains and bananas, as well as to other permanent crops.

There has been very little expansion of pig farming and poultry
breeding under the credit program. On the other hand, the settlers
have invested more than 1.3 million sucres during the period in
maintaining the stock of pigs and poultry used for their own sub-
sistence.

Another important area in which considerable investment took place
during the period was that of household goods such as beds, radio
sets, bicycles, sewing machines, and the like, all of these being
items that are not only favorable to an increase in the standard
of living but also a demonstration chat it is in fact taking place.

We have left to the end the heading "construction and improvement
of housing” of +ich a rore detailed analysis will be found in
Part Two of this report. The statistical data alone who that the
settlers attribute the greatest importance to the improvement of
their dwellings, which are so essential to every aspect of life.
The Bank met all demands for loans for the improvement of housing
which amounted to only 744,000 sucres. But in fact the settlers
spent more than 19.2 million sucres of their own funds, thus
showing that individual efforts under this heading have been
tremendous, and that the trend is unlikely to be reversed.

In brief, while it had been envisaged that the families taking
part in the program would make an investment of some 46.5 million
sucres in the capital of their properties, they have actually
invested 97.6 million sucres, a figure 109.6 percent greater

than had been planned.
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8. The last of the tables setting out in statistical form
the achievements of participants in the program is Table 8, which
is a balance sheet of the positicn of the family undertakings at
the end of the financial year. Only the money values have been
taken into account in order to show the solidity of the under-
takings as entities that can stand on their own feet in a money
economy; in other words, subsictence factors have been eliminated
and only figures that are accountable in the normal sense have
been included.

This table shows that the actual excess of income over expenditure
during the program period was 7.6 million sucres higher than had
been planned, including non-farm income. But considering that

the net income of the farms was 6.2 million sucres, it can be
noted that the income produced was 23.8 percent, which shculd be
considered adequate, or indeed high, for an activity of this

sort.

In the period under review, the results diverged from the plans
considerably; in particular, net revenue was 75.5 percent more
than had been planned. However, taking only farm earnings and
excluding non-£farm income, there was still a profit of 18.4 per-
cent, a far from disccuraging figure and one well above those
currently given for the yield of agricultural activities, which
are often considered to be unprofitable.

Finally, to conclude the statistical survey of the various economic
aspects of the program, a table has been included to show the
results obtained according to the length of time that participants
have been in the program and according to the size of their under-
takings. Table 9 sets out the results under those two headings

on the basis of 154 cases, representing 1540 participants, where
the information was complete. The data were tabulat~d by an IBM
machine which was programmed for the following comparable factors,
namely, total assets, number of cattle, and area under cultivation.
The following comments on the data in the table are relevant:

(a) The number of loans granted in each year between
1964 and the end of 1969 gives some idea of the number of partici-
pants under the scheme. The figures are:

1964/65 410
1966 80
1967 420
1968 400
1969 240
Total 1,550

The settlers who joined the program in the first year increased
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their assets more than those joining later. This is understandable
since the supervised credit received by those joining later has

had less time in which to influence the work. The upward trend

is quite clear, as indeed it should be, since any investment
requir~s a minimum period in which to bear fruit.

On the other hand, there is no definite trend in the rate of
increase in livestock. On the contrary, although the farmers
joining in the first year achieved increases of more than three
times their original numbers of cattle, and there was a logical
reduction in the rate of increase for the second year, in the
third and fourth years there has again been increasing growth.
The reasons for this state of affairs may be that:

1. 1In 1967 and 1968 there was a relatively large expansion
of the supervised credit program, both in the number of participants
and in the volume of credit granted for purchasing livestock; and

2. During the same period a number of the farmers who had
joined the program during the first year received a second loan to
increase their investment, which in general included the acquisition
of livestock.

However, the rate of growth fell more than proportionately during
1969 because the IDB funds that were used to finance 80 percent
of the program came to an end in March of that year, and there-
after the program had to operate on the basis of repayments and
BNF funds.

As to the area wder cultivation, those who joined the program
early succeeded in increasing the area of the land they were
working more rapidly in the next three years than latecomers.
While there is still a trend toward pushing back the forest and
expanding the cultivated area, the rate is slower than that
achieved by the first comers.

Unfortunately, there is no way of making a comparison between
income at the beginning of the period and present income--a com-
parison that would be the best way of showing the changes that
have come about in the position of the participating families--
because there is no information on the income received by the
families during the year before they joined the: program.

If the actual income received by families and the credit granted
in any given year are compared, it will be seen that dependence
on external financing (i.e., loans from the Bank) has declined
with the increase in time for which the settler has been a
pgrticipat in the program. It may thus ke reasonable to con-
Slder that the farmers are moving toward a position of self-
financing. For, while loans granted during 1964-65 equalled
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49 percent of the real income received by families at the time
of the review, for families joining in 1969 the figure was 81.5
percent.

(b) In order to discuss the effect of the size of thre
various undertakings, the farms connected with the program have
been divided into three groups as under:

1) Up to 30 hectares... 440 cases
2) Between 31 and 50 hectares... 670 cases
3) 51 hectares and over... 430 cases

Total 1,540

An examination of the appropriate data shows that the greatest
effort to increase the capital value of the farms took place in those
of up to 30 hectares, where the asset value has increased by
195.8 percent. Next in the amount of increase achieved are the
farms of 51 hectares and over. However, in absolute terms, on
the basis of an average figure for the capital value, the farmers
with 51 hectares and over have increased their assets most,

since calculated in this way the value of each large farm has in-
creased by 137.232 sucres while medium farms have increased in
value by an average of 84,821 sucres and small farms by an
average of 102,005 sucres.

So far as livestock is concerned, the medium-sized farms having
increased their herds by 318 percent, compared with 279 per cent
for the others. 1In addition, the medium-sized farms have the
highest productivity of the crea, probably because they are the
most appropriate size for working by single families.

When we come to the area under cultivation, the small farmers will
be found to have made the greatest efforts to expand, being followed
by the medium farms and large farms in that order. This is per-
haps natural, first, because being smaller, the rate of land
utilization is greater; second, the owners of small farms have

had to make greater efforts to obtain income in addition to

that from livestock and to meet their subsistence needs.
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B. SOCIAL EFFECTS AND TECHNICAL AND ADMINISTRATIVE ASPECTS
OF THE PROGRAM

Part B of the survey was intended to discover the advances
in the social field made by the families participating in the
program, and to throw light on the technical and administrative
aspects of the credit arrangements.

1. SOCIAL ASPECTS

1. The Family

The survey sample covered 185 participants so that
the universe was 1,850 borrowers. In principle, we can assume
this corresponds to the same number of families., An investiga-
tion into the composition of families led to the following
conclusions:

Size of
Description Universe.
1. Number of persons depending on the work
of the head of family: Sons 4,150
Daughters 4,780
Others 540
2., Head of family and spouse 3,760
TOTAL NUMBER OF FAMILY MEMBERS . 13,230
Average size of family 7.2

3. Number of family members helping to work the 1,420

farms

4. Heads of family directing the work on the farm 1,850

TOTAL MANPOWER ORIGINATING IN THE FAMILIES
THEMSELVES 3,270

5. Number of children in schooi 3,360

6. Breakdown of children by type of occupation:

Children working on the farms 1,420 15.9%
Children at school 3,360 37.6%
Young children or children who
neither work on the farm nor
are in school 4,150 46.5%

TOTAL CHILDREN 8,930 100.0%
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These figures show that the Program had by the date of the
review assisted some 13,200 persons belonging to 1,850 family
units, and making an average of 7.2, or in practice 7, members
per family.

According to the current sociological and economic theorists,
we would seem to be faced by a typical case of population ex-
plosion, likely to stand in the way of any real progress.
Large population increases are clearly an underlying cause

of the persistence of under-development, and they in turn are
brought about by the backwardness of families and the community
as a whole. On the other hand, an analysis of the economic
factors revealed by the survey may provide an argument showing
that the pessimistic view of the increase in population need
not prevail. For, despite the high birth rate found among the
participants in the program, their economic and social status
has visibly improved in a relatively short time, as was shown
in the earlier parts of this report. The people have pur-
chased more agricultural land and urban -lots, particularly

in the villages surrounding Santo Domingo; they have built

or improved their homes; they are strongly oriented toward
providing education for their children even when this means
paying high fees; they have improved their feeding habits;
they have paid wages to other people, thus turning themselves
into sources of income; their assets have increased on average
by 145.8 per cent, and so forth. Finally, their average net
capital has increased by 137.8 per cent, individual figures
being much higher for those families that joined the program
at the beginning and have received two or more successive
training credits.

Although there is no organized market for the output of these
settlers--which is in itself a veritable bottleneck in the
development process--they are still making marked progress
because they are in permanent possession of their land; they
have a sufficient area under cultivation to maintain a steady
expansion of the family undertaking; the soil is of good
quality; a satisfactory road network makes it possible to
move their products; they have access to appropriate financing
for expanding their undertakings; although limited, technical
training is available on the organizational side; the farmers
are entirely devoted to their land, so that there is no ab-
senteeism; and they have taken an irrevocable decision to
fight for an improvement in their standard of living over

the longer term.
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The purpose of breaking down the figures for children by the
type of activity in which they engage was to show the burden
that has to be borne by the head of family in keeping the
children alive and providing education for them. For no

more than 15.9 per cent of children assist their father with
agricultural tasks; 37.6 per cent go to school; and 46.5

per cent are either young children or girls who, if they do not
work on the land, assist their mother with household duties.

Child education is perhaps one of the most important of the
social effects of the program. The survey showed that there
is virtually no child of school age who is not attending an
educational center of some sort.

The great sense of responsibility of the fathers in this
respect is reflected in the fact that they spare no efforts
to provide the best possible education for their children.
There are many families who have children studying both in
Santo Domingo and in Quito, especially in the middle grades,
although the cost exceeds 300 sucres per month per student.
While they consider the economic burden to be rather heavy,
they are really proud of contributing to the progress of
their children.

It is clear that this improvement in the educational status of
the families opens the way to new jobs and work opportunities,
thus preventing the next generation from becoming a burden on
the limited land available.

2. Rural Homes

Another of the important effects in the field of
social betterment for the families participating in the program
is that related to their homes.

As a start, it is worth recalling that in the loan agreement
between the IBD and the IERAC great emphasis was placed on the
financing of rural homes, to the extent that 43.8 per cent of
the loan funds were earmarked for that purpose.

The BNF took the position that it would be better to lay greater
emphasis on productivity, striving to raise the volume of in-
vestment in agricultural undertakings and to improve administra-
tive efficiency, in the certainty that once the settlers began
to receive additional iacome, they would themselves work

toward those social improvements that go with it.
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In fact, experience with the program showed that the demand
for loans for domestic housing was almost negligible, while
requests for credit for livestock purposes rose very rapidly.
It became necessary to bring the various parts of the loan
together in a common pool that could be made available in
accordance with demand.

The proof that the position of the BNF was correct can be seen
from the very encouraging outcome: 54.6 per cent of the 1,850
family units who have received loans for extending their live-
stock activities have built a new home or improved the exist-
ing one.

But perhaps the most interesting aspect of this clear social
improvement is the way in which the settlers financed the
investment in their homes, thus showing the efforts of which
individuals are capable when they have basic security for a
considerable time to come.

The figures below speak for themselves:
Total investment in home construction or improvement....

S 19,257,000 100.0%
Financed from own resources.... 18,513,000 96.0%
Financed from loans.... 744,000 4,.0%

The inquiry into accommodation included questions on its desira-
bility for living in and its relative convenience. Out of the
148 answers received, 107 or 72 per cent considered that their
housing was satisfactory, while 41 indicated that it was not
sufficiently large or convenient.

Although in many cases no indication was given that the settlers
had built, improved or enlarged their homes, some indicated

that they found them satisfactory while others did not. There
were cases in which, despite a considerable investment effort,
lack of space or convenience still remained a problem, largely
because the families continued to increase in size, and often
new children were born into the families during the review
period.

3. Organization

75 farmers representing 40.5 per cent of the sample
belonged to organizations, mainly cooperatives. This is a clear
demonstration that the BNF has played a useful role in the
organizational field. While it has not itself been directly
concerned in cooperatives, the members of such institutions
have received considerable assistance from the Bank.
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An inquiry into the type of organization and the services
rendered to me€mbers gives the general impression that the
farmers do not have any very clear idea of the nature of the
organization of which they become members, and hence give a
wide range of answers regarding the purposes and objectives
thereof.

The farmers' answers may be tabulated as under:

PURPOSES OF ORGANIZATION AND SERVICES RENDERED

Purposes and Services Rendered Number replying: Total
1. Stockbreeding 10
2, Construction of commu:al works 70
3. Specific communal services:
Electrification 30
Marketing 60
Loans and loan advice 50
4. General unspecified services:
Mutual assistance 30
Social or economic assistance 100
Other services 40
5. Land purchase, legalization of land
holdings, and protection of land holdings 90
6. Urban accommodation 90
7. No services 150
8. No reply: don't know _30
TOTAL 750

When asked whether they were satisfied with the services
provided by their organization, the farmers replied as tollows:

Yes 430
No 120
No answer 200

Total 750

The question of the extent to which settlers left their co-
operative organizations was also looked into. It was found that
relatively few did so, since only 5 per cent of the farmers
indicated that they had withdrawn from a cooperative. On the
other hand, it is perhaps worth noting that some 20 per cent
replied that cooperatives did not offer any useful service.

Many of the farmers making up the rank and file of cooperative
membership seemed to feel that the most important problems
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facing the system can be resumed under the following headings:
Lack of competence by the bureaus; the presence cf a number
of negative clements in the organization; lack of training
in the philosophy and fundamentals of cooperation for every
member of the movement; lack of organization in general,
meaning that there is a shortage of staff able to run co-
operatives efficiently and instill the feelings that would
drive the movement forward to greater heights.

2. TECHNICAL AND ADMINISTRATIVE FEATURES

1. Handling of Requests

One of the administrative features causing a compara-
tively large number of unfavorable comments on the loan service
of the BNF is the apparent slowness with which requests are
handled. This is of course a general problem encountered by
the BNF in connection with the land settlement credit program,
but it is also an administrative problem.

An analysis of the time for which customers have to wait for
loan requests to be handled showed that the average delay

was some two months, which may be considered unduly long for
an ordinary banking activity, but which may perhaps not be
unreasonable when a considerable number of factors have to be
taker. into account, a farm has to be thoroughly inspected, and
pPlans have to be drawn up for different types of agricultural
activity.

In addition to these factors, there are basically three others
that lead to delays in handling loan requests. These are:

(a) During the past two years, lack of funds has made it
necessary to cut back the loan service, not directly by
reducing operations but by delaying the processing of a
request, if necessary with the knowledge of those con-
cerned, until outstanding funds have been collected or
new credits have been made available with which to complete
the loan transaction;

(b) There is a lack of supervisory staff compared with the
increase in the number of demands for credit. This
chortage is particularly noticeable because the same
staff have also to deal with the work of the Banking
Division. Six supervisors have in fact issued 1,850
training loans; and

(c) The participants themselves often do things that cause
delays in handling their request, such as providing in-
complete information, a wrong address, and so forth.
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2. Loan Conditions

Persons applying for training credits are often
not only short of funds but also suffer from a low level of
education. For this reason one of the first things that has
to be done is to ensure that the potential borrower under-
stands the principles on which the operation is based and
the terms on which the loan will be made available. In par-
ticular, he has to be made clearly aware of the need to comply
with the plan for running the farm, as well as the terms
covering the-duration, rate of interest, grace period, and
amortization payments of the loan, among other things.

The survey inquired whether borrowers had understood the terms
on which loans were made available; 153 out of 154 replied
that they had done so. 1If they really did, this would mean
that 99.3 per cent of the participants were sufficiently
aware of the conditions imposed on them by the Program,

3. Loan Supervision

In a Training Credit Program, one of the most im-
portant features, indeed the feature on which the success or
the failure of the program depends, is supervision in the broad
sense of the term, meaning a whole range of technical and
administrative activities running tke gamut from program
promotion to collection of the loan, and including control
and supervision of the investment as a form of technical
assistance designed to guide the farmer in developing the
pProductivity of his undertaking.

In planning the review of the program, it seemed useful to

try to quantify the fieldwork of the supervisors, and to break
it down into functions like those mentioned above. In practice
it proved impossible to obtain the information, not only because
the borrowers were unable to distinguish between one type cf
visit and another, but also because--except for the first, which
dealt almcst entirely with planning--the visits covered both
control and supervision.

In any event, the review brought to light the results described
below, which must be considered as indicative of the effzct of
supervision on the program as a whole.

Each participant in the program has received on average some
four inspection or supervisory visits, a number that could be
considered satisfactory if it applied to a single year. How-
ever, in practice mosi participants in the program have been
with it for more than a year. 1In these circumstances, the
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average of four visits seems rather inadequate, the low
number is to be explained by the fact that each supervisor
handles on average 308 families.

The table below gives a clear indication of the working of
the program in this vital field.

FREQUENCY OF SUPERVISORY VISITS

Number of Visits Numbers visited: Total
Received Questioned Percentage of Total

0 20 1.1

1 10 0.5

2 360 19.4

3 470 25.4

4 270 14.6

5 230 12,4

6 120 6.4
7 20 1.1

8 10 0.5

9 - -

10 20 1.1

More than 10 50 2,9
Sub-Total 1,580 85.4

No information 270 14.6
TOTAL 1,850 100.0

4. Visits by Clients to the Bank

An examination of the frequency with which clients
visited the Bank and the reasons for which they did so can throw
light on a number of features of the program. The review showed
that on average participants visited the Bank 15 times a year
for the reasons set out below:
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Steps to speed up handling of the request 4

To receive or pay in money 3

To consult the supervisor 2 "
To request an extension of credit, 2

To seek technical assistance (veterinary) 2
Other reasons (to seek postponement of a

payment date, renewal of loans, friendly

visit, etc.) 2 "

YU b WN =
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Average Number of Visits to the Bank 15 "

This large number of visits to the Bank creates a variety
of problems which can be summarized as under:

(a) Credit becomes more expensive for the Bank's clients
because they are obliged to pay for transport to Santo
Domingo and their stay there, even though they do not
make the journey simply for the purpose visiting the

Bank, but combine the visit with other activities;

(b) The farm has to be left untended by the head of fanily,
generally for the whole day, thus entailing some risk and
certainly a loss of work, together with the need to pay
someone in his place;

(c) Inconvenience to borrowers, who are thus led to form an
unfavorable opinion of the program; and

(d) Administrative bottlenecks arising from the need to receive
the same persons so many times. This leads to loss of
time for the Bank's officers and increases the administra-
tive costs.

5. Veterinary Technical Assistance

The review showed that only 340 participants in the
program, or 18.3 per cent of the total, had been visited by the
veterinary officer working in collaboration with the Bank. The
general opinion of the participants was that the veterinary
officer's visit was useful, yet only 50 of them considered it
desirable. Most of the 340 participants received a single visit
from the of:iicer; however, a considerable proportion received
more than one, so that the service can be considered to have
been valuable.

In any event, the figures show how inadequate the veterinary
facilities are for a program that is heavily weighted in favor
of livestock. Looked at in another way, the single veterinary
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officer was unable to visit 81.7 per cent of the participants,
with a consequent risk of illness and disease afflicting the
cattle, which are after all being raised in a humid and
tropical area.

The effects of this lack of veterinary service will become
clearer in thc section of the report discussing the farmers'
main aims.

6. Technical Assistance by the National Agricultural
and Livestock Extension Service

The review indicated that 350 participants in the
program had been visited by an extension officer of the Ministry
of Production. In several cases families had received more than
one visit, and there were two cases where families had received
10 and 12 visits respectively, perhaps on farms where experimental
work was being carried out.

The figures mean that only 18.9 per cent of the participants in
the program benefitted from this Government service, and that
most of the farmers were beyond its reach. There were even some
participants who were ignorant of the meaning of an agricultural
or livestock extension service.

In seven cases in the sample, representing 20 per cent of the
borrowers, it was found that visits had been received both from
the BNF and from the Agricultural and Livestock Extension Services.
This overlapping undoubtedly means a duplication of effort, an
increase in the cost of the services rendered and less efficiency
from the standpoint of the participants in the program. It is

due to a lack of that institutional coordination which the Bank
has tried to bring about on various occasions.

In any event, it is clear that 52.2 per cent of the participants
in the program failed to receive even the limited technical
assistance offered by the two agencies together,

This state of affairs was confirmed when the question of whether
the farners wished to receive technical assistance was put to
them. 64.2 per cent of the replies were affirmative. The next
questcion was in what fields did the farmers in the area of Santo
Domingo de los Colorados wish to have technical assistance. The
answers are tabulated below:
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FIELDS IN WHICH THERE IS A DEMAND FOR

TECHNICAL ASSISTANCE

No. Replying:

Total
Type of Farm Questioned Per cent of Total
l. Cattle, including the
establishment and
management of pastures 1,030 55.6
2. Pig breeding 30 1.6
3. Fowl raising 30 1.6
4. Animal husbandry in
general 100 5.4
5. Agricultural crops in
general . 230 12.4
6. Specific crops
Coffee 30 1.6
Cocoa 30 1.6
Fruit 20 1.1
Corn 10 0.5
Fibers (abaca - hemp) 30 1.6
7. Agricultural machinery 10 0.5
8. Did not wish for
technical assistance 100 5.4
Sub-Total 1,650 88.9
No Answer 200 11.1
TOTAL 1,850 100.0

7. Loan Supervisory Service

The farmers considered the supervisors' visits to
be of major importance for the successful operation of their
farms. 1In all, 143 farmers gave affirmative answers to the
question of whether they wished for such visits, 82 of them
giving their reasons. Only eight replied that they did not
wish for such visits, and 34 did not reply.

The most representative of the answers of those who considered
the visits useful--and thus strengthen the program by expressing
confidence in the Bank--are set out below:
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"The supervisors' visits are very useful because they enable
the inspectors to see how well the farmer is working, examine
the state of the livestock, and assess the increase that has
taken place in the value of the farm;

The supervisors' visits make the farmer feel confident in the
value of his work;

The supervisory visits are necessary as a way of guiding and
controlling the proper use of the loans. The inspectors can
make sure that the funds have been properly invested and help
to see that the farmer carries out the operation plan;

The visits are necessary to assist the farmer in overcoming
stockbreeding problems;

The visits are useful because the settler needs guidarnce and
because the supervisor can explain to the settler what has to
be done to act in accordance with the plan;

The supervisors provide technical guidance and help to improve
the farmer's knowledge;

The visits are useful because they provide suggestions for
improving the running of the farm, offer advice on a number of
working problems, and ensure that the paymen:t dates are recorded;

The visits are useful because the supervisor acquires direct
knowledge of the farmer's needs;

They are useful because they provide an outside opinion on the
farmer's work and give him an idea of how well he is progressing;

I hope that the inspectors will visit me frequently to see the
progress that I am making.”

On the other side of the picture, among the eight who found the
visits of little value, there were none who criticised the
service. On the contrary, what they were complaining about was
that the visits were not regular enough. Nevertheless, there
were some participants who considered that the supervision was
ineffectual. The comments are set out below:

"The supervisors have not provided technical information, but
have only inspected the work;

It would be good if the supervisors could really provide
supervision;

Such visits are useful, but they have not achieved much on my
farm;
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They are useful, but I would prefer the visits to take a
different form;

Yes, they are useful, but there have not been any;

Yes, they are useful, but only if they provide real supervision;
I would like them to see what I have done;

Supervision isn't necessary, and the visits aren't useful."
While on balance there is ample support for the work carried

out by the supervisors, the minority view--especially if it is
expressed frankly and clearly--deserves careful consideration in

an attempt to overcome the limitations that certainly exist.

8. Delays in Repayment of Loans

Past experience with supervised eredit indicated
that this program ought to have experienced a relatively low
proportion of late repayments, amounting to between 5 per cent
and 8 per cent of the total. It was therefore envisaged that,
once the program reached maturity and the grace period was
ended, repayments would occur at such a rate as to make the
program self-financing. The actual situation has been con-
siderably different for a number of reasons, some of which were
justified.

There has in fact been a rather high delinquency rate: 27.5 per
cent of the people in the sample failed to make repayments on
the dque date, meaning that 510 loans out of a total of 1,850
reviewed were being repaid behind schedule. 1In addition, the
accounting services of the Branch showed that at the end of

1969 overdue loans amounted to 8 per cent of the total.

In defence of the suitability and rectitude of the borrowers, an
analysis of the causes of late payments shows that many of them
were due to circumstances beyond the control of the borrower, as
may be seen from the table set out below:
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CAUSES OF LATE REPAYMENTS OF LOANS

No. Replying: Percentage
Causes of Delay Total Questioned of Total

1. Domestic disasters and

family difficulties

(sickness, death, etc.) 130 7.0
2. Low price for livestock and

lack of means for reaching

the market 120 6.5
3. Death, disease, and theft of

cattle 70 3.7
4. Lack of markets and low output

of agricultural produce (crops) 40 2.1

5. Credit sales of produce, including
livestock, on which it has proved

impossible to collect 30 1.6
6. Building a dwelling and/or pur-

chasing other property 30 1.6
7. Forgetfulness 20 1.0
8. Other causes (short time in which

to pay first installment, loss
of money, shortage of funds for
other products, change in in-

vestment plan, etc.) 70 3.7
Sub-Total 510 27.2

No reply and/or payments up to date 1,340 72.8
TOTAL 1,850 100.0

Despite the existence of a situation that may be considered
unsatisfactory for this type of program, the people's desire

to meet their obligations as soon as they excape from the
difficulties causing them to become delinquent is overwhelmingly
strong. Out of 133 farmers who replied to the guestion "will

the loan be repaid on time?", 117 or 87.9 per cent replied "yes."
7.4 per cent said that they would be unable to meet the deadline,
and 4.3 per cent said that they were uncertain of their capacity
to pay.

An investigation of the resources used by the borrowers to meet
their payments when due showed the extent to which the farmers

will go to keep their livestock and do everything in their power
to ensure that it remains in good condition. For it would seem
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natural that in a program where 90 per cent of the available-
funds have been used to finance the expansion of stockbreeding,:
cattle would be the main source on which to draw for repayment.
In practice, the farmers hold on to their cattle, which they
consider their most valuable asset, and try to make their re-
payments with funds derived from other products, usually the
fruit of their own efforts, thus enabling them to increase the
wealth originally founded on credit. This desire on the part
of the farmers in the area of Santo Domingo de los Colorados
can be seen from the following table:

FUNDS USED FOR MAKING REPAYMENTS

No. Replying: Percentage

Sources of Funds Total Questioned of Total
l. Sales of a single product (1) 580 31.2
2. Sales of agricultural produce 80 4.2

3. Sales of both agricultural

produce and cattle 470 25.3
4, Other sources of funds 40 2.0
No reply 680 37.3
TOTAL 1,850 100.0

(1) Agriculture or livestock

On December 31, 1969, late payments could be tabulated as under:

$ of
Total payments overdue 2,983,622.81 sucres total 8.03
Less than 60 days late 538,074,17 1.04
60 to 180 days late 714,925.17 1.95
More than 180 days late 1,680,632.47 4.61

9. Financing New Loans

The confidence of the farmers in the program, which
is reflected in their strong position as businessmen, took the
form of a positive answer to the question "do you wish to receive
more credit?". 76.4 per cent of the replies were affirmative,
indicating that the potential demand for credit by around 1,070
of the farmers already in the program could amount to about 40
million sucres.

To this amount, which might be called the internal demand of
pPeople already committed to the program, there should be added
the amount requested by farmers daily seeking to have their
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demand for credit processed as soon as they obtain the papers
attesting their ownership of a farm.

A rough calculation of the amount that would be needed to meet
the demands of the present and of the immediate future in this
program alone would be 80 million sucres.

The people are already experienced in stockbreeding and the review
of the probable use to which new funds would be put confirmed the
strong pull in that direction. The views of the settlers on

the subject are set out in the table below:

PROBABLE USE OF NEW FUNDS

No. Replying: Percentage

Type of Investment Total Questioned of Total
1. Stockbreeding 910 82.0
2. Mixed livestock 30 2.7
3. Other investment in cattle 80 7.2
4. Other investments 90 8.1

TOTAL 1,110 100.0

10. Attitude toward the Bank Staff
The attitude of the participants toward the Bank

staff was obtained by asking the following questions: "Are they
friendly to customers?" "Have they shown professional ability?"

"Are they cooperative and understanding with the customer?" And
"Are they aware of the conditions in which the customers work

and live?" The first three questions referred to the administra-
tive staff as well as others.

The majority of participants gave affirmative answers, indicating
that the staff working in the Branch were suitable for the job and
that the borrowers had confidence in the Bank as represented by
its officers.

ATTITUUDE TOWARD BANK STAFF

Questions on Staff Members Administrative Supervisors
Yes No Yes No
l. Are they friendly to the customers? 1,460 80 1,530 10
4. Have they shown professional apil-
ity? 1,530 10 1,510 30

3. Are they cooperative and under-

standing with the customer? 1,480 60 1,540 0
4. Are they aware of the conditions

in which the customers work

and live? - - 1,520 20
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11. Benefits of the Program

The participants in the program were asked to
express their views on the benefits that they had received during
the program period. An analysis of the replies showed that the
program had provided very great benefits for the farmers, par-
ticularly because of the changes that it had brought about in
the economic circumstances of their families, with the resulting
social improvements. These views are borne out by the economic
data discussed at some length in Part One of this report. The
comments of 174 settlers who replied to the question are tabulated
as under:

BENEFITS RECEIVED BY SETTLERS DURING THE PROGRAM PERIOD

Percentage of

Views of Settlers Total
l. Duration of loan suited to the type of

investment and payment possibilities 36.8
2. Low rate of interest and loans granted with-

out first discounting the interest 17.2
3. Has encouraged the expansion of stockbreeding

by providing a considerable volume of credit 14.9

4. Has provided effective assistance to small

farmers without funds and has shown an

interest in helping borrowers to improve

their status 14.4
5. Has given small farmers confidence in their

ability to organize their own independent

undertaking and has financed the whole of

the investment by providing direct credit 6.3
6. Has assisted in raising the capital value of

the farms by means of well-planned investment

made available at the right time and backed

by the animals themselves 5.7
7. Has provided considerable assistance in

processing loans and has required no

additional guarantee 4,7

TOTAL REPLIES 100.0

12, Less Favorable Aspects of the Program and
Difficulties Encountered during the Program Period

1t was thought desirable to find out which features
of the program the participants considered undesirable or even
counter-productive, so that changes could be made when their
attitude proved to be justified. Their comments have all been



-43-

recorded, although some of them are exaggerated. The main
opinions are tabulated in summary form below:

UNSATISFACTORY OR UNDESIRABLE FEATURES
OF THE PROGRAM

Percentage
Expression of Disapproval of Total

l. The procedures are cumbersome, requiring a
great deal of paper work. The authorities
demand quantities of information, and the
cost of travelling to negotiate the loan
is high. 16.2

2. Interest has to be paid every six months
regardless of whether the farmer is making
money or not. 9.1

3. Inspectors are slow to make the first visit.
There is inadequate supervision and a lack
of technical assistance. 8.1

4. The Bank staff shows a lack of patience in
dealing with the participants and is slow to
attend to them when they visit the Bank.
Too much complaint is made when participants
are late with payments. 7.1

5. Other administrative difficulties: the loan
is disbursed in installments. Assets may
not be alienated. Guarantees must be provided.
Loans only for short periods. Interest rates
are high. 9.1

6. Everything to do with the arrangements is unsatis-
factory. They have provided no bhenefit whatso-

ever, 4,0
7. Matters outside the control of the Program: (lack

of communications, speculation in the price of

livestock, etc.) 4.0
8. There are no unsatisfactory features. No comments 42.0

TOTAL REPLIES 100.0
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some farmers also made other comments on the operation of
the program, and these may be summarized as follows:

The program is good and is meeting the objectives of helping
small farmers who are short of funds but wish to work. A large
proportion of the farmers assisted by the program have made
economic gains;

The Bank should have access to larger funds with which to finance
both agriculture and stock breeding. Preference should be given
to loans for steers for fattening, as they represent a secure
investment with short-term returns;

The Bank should provide appropriate technical assistance and
have at least two full-time veterinary officers on its staff.
Consultations with veterinary officers at the office of the
Bank are not very satisfactory. There should be an information
service providing data on farms where good stud bulls can be
acquired. There should be proper technical supervision and a
distribution of documents giving advice on the techniques of
livestock management as well as on agricultural topics;

Some attempt ought to be made to overcome the difficulties
encountered by the farmers in paying interest every six months;

The Bank ought to f£ind a way of participating in the marketing
of the products by the borrowers, perhaps opening sales points
for the purpose.

13. Finally, the participants were asked for their
views on what the Bank should do to provide better service to
its clients. As some of the participants offered two or more
suggestions, we have indicated the number of times that suggestions
were made, in order to give an idea of the importance to be
attached to them. The suggestions are tabulated below:
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SUGGESTIONS AS TO WHAT THE BANK SHOULD DO TO IMPROVE
ITS SERVICE

No. of Participants
Making the Suggestion

The Bank should establish a waiting period

for overdue payments before taking any legal

action. If this is impossible, it should at

least make it possible to roll over the payments. 14

Loans should be processed more rapidly and the
arrangements should be less cumbersome; frequent

visits to the Bank should be avoided. Less informa-

tion should be required from farmers already known

to the Bank and the loans should be granted more

promptly. 18

The amount of credit for a given operation should be
increased. Credit should be made available more
easily for new crops. 22

An information section should be attached to the

Bank's offices in order to guide clients in their
operations, and the number of staff responsible for

the Bank's internal processes should be increased. 7

Reduce the rate of interest and/or do r.ot charge
interest. 8

Extend the period for repayment of loans. 20
Make pericdical visits to the farmers specifically for

supervisory purposes. Get to know the farmers' diffi-
culties and conditions of work in more detail. Improve

the supervisory service., 20
Include the payment of interest in the grace period. 1
Open more Bank agencies (El1 Carmen, Puerto Limon). 4

Grant loans for buying farms and/or help in selling
farms, 3

Participate in seeking outlets for the farmers' products.l

Set up a Technical Advice Department. Provide full time
technical assistance, especially in the veterinary
service. Organize a regular schedule of visits by
veterinary officers to the farms. 46
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Let the Bank be responsible for selectiny and purchasing
livestock and vaccinating it before turning it over to

the borrowers. Keep a register of farms that buy and

sell cattle. Let the Bank run a store for selling

veterinary pharmaceuticals. 4

Help in road building. 1
Are satisfied with the way in which the Bank now operates. 10
Have no opinion. Do not wish to take part because of

having had difficulties with the Bank, especially on the
legal side. 10

14. Loans that have cause difficulties and/or lcans
that ought to be written off

In the sample chosen for review there were 21
cases in which, according to the normal standard for supervised
credit, the loans would have become problem cases, or have been
written off as failing to meet the social or economic targets
of the program.

While it is true that 33 per cent of the persons involved in
the cases have repaid their loans, the whole purpose of the
program has nevertheless been subverted. For instance, there
are cases in which farms have been sold to persons living in
Quito or outside the area, thus giving rise to a return to the
absentee landlord system, something that is entirely contrary
to the intention of the land settlement scheme in the Santo
Domingo area.

The incidence of these problem cases is tabulated below:

LOANS GIVING RISE TO DIFFICULTIES AND/OR LOANS THAT OUGHT TO BE
WRITTEN OFF FOR THE PURPOSES OF THE PROGRAM.

Percentage
Type of Difficulty No. Replying: Total of
Causing Difficulties Total
l. Farm sold 60 3.2
2. Farm abandoned 70 3.8
3. Loan taken over by others, and
absenteeism 20 1.1
4. Death of the borrower 10 0.5
5. The borrower lost everything
financed with the loan 10 0.5
6. Impossible to obtain details 40 2,2
TOTAL 210 11.3



- 47 -

In this way, it has been shown that, with a comparatively small
investment of some 10 million sucres per year and over the
fairly short period of five years, the training credit has been
a useful tool for improving the social and economic circum-
stances of 1,850 settler families, of whom the majority are
enjoying better living conditions and contributing in a
positive fashion to the economic development of the area.

There have been some errors, and some people have expressed
dissatisfaction with the program, but the review has brought
these difficulties to the surface so that improvements can be
made and efforts undertaken to provide better service, which
is one of the permanent endeavors of the Bank.

The work around Santc Domingo has given the BNF the experience
with which to prepare new programs with greater confidence, for
the benefit of other agricultural areas throughout the country.

REVIEW OF LAND SETTLEMENT CREDIT PROGRAM FOR
THE SANTO DOMINGO DE LOS COLORADOS AREA

Summary of Financial Position of Agricultural Undertakings
(In Money Terms Only)

In Sucres
) Excess of Actual over Planned

Income and Expenditure Planned Actual Value Fer cent
1. Income from live- 25,474,510 40,993,960 15,519,450 60.9

stock & Agriculture
2. Other farm income 1,721,600 4,187,450 2,465,850 143.2
3. Total farm income

(1 + 2) 27,196,110 45,181,410 17,985,300 66.1
4. Total operating

costs 8,610,320 19,610,350 11,000,030 127.8

5. Net farm income

(3 - 4) 18,585,790 25,571,060 6,985,270 37.6
6. Noanarm ;ncome 1,363,000 9,358,500 7,995,500 586.6
7. Family Maintenance 9,686,300 17,235,200 7,366,900 74.6
8. Net Aveilable Income

(5+6-7) Surplus (+)
or Deficit (-) for
the operation as a

whole

10,080,490 17,694,360 7,613,870 75.5

Source: Survey by Santo Domingo Bank
Tabulation:Training Credit Department
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15. NEW BNF PROGRAMS

1. During the past few years, the BNF has been
compelled to organlue its own agricultural training credit
programs despite its comparative lack of resources. The
decision to do so was brought about in the first instance by
pressure from the rural areas that wished to have assistance
from the Bank; second, by the successful outcome of the Santo
Domingo Program, which convinced the Bank authorities that
programs combining the provision of funds with technical
assistance are the most satisfactory arrangement for encouraging
the development of the small and medium-sized undertakings that
are the majority in the country as a whole; and, third, the
Bank is obliged to undertake such programs in order to fulfill
the provisions of its charger.

The first program that the Bank tackled on its own account was
one intended to encourage tea growing in the eastern part

of El Puyo, where there are already over 400 hectares of
plantations. It is hoped to raise the figure to 600 hectares
with an investment of about 15 million sucres.

Tre prospects are very favorable as the farmers have received
continuing technical assistance and supervision and have an
assured market for a minimum of ten years with guaranteed

minimum prices and future adjustments in accordance with the

price of the final product of the world market. This is the first
example of a program linking the industrial sector, which is
interested in having a stable source of supply, with the agri-
cultural sector consisting of small farmers cultivating between

3 hectares and 10 hectares of tea.

At the end of 1970, the BN¢ took part in an operation to prevent
a crisis from deVeloplng in Esmeraldas province by offering an
agrlcultural training credit program 1nvolv1ng an initial
investment of 2 million sucres. In view of the situation at

the time, the technical survey preceding the selection of
areas--prev1ously recommended--was not carried out, and work

in the four cantons involved was devoted only to selecting
participants. .

To take advantage of the possibilities of irrigation in the Rio
Portoviejo Valley opened up by the Poza Honda Dam, the BNF has
started an agricultural training credit program supported on
the technical assistance side by officers from the Ministry of
Production under an agreement with that Ministry.
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These examples show that:

l.

The BNF conceives of the agricultural credit training
program as a very flexible device. It can organize programs
to fit many different circumstances provided that they

offer direct benefits to small farmers;

In countries like Ecuador it is essential to lay permanent
foundations, so that programs may be organized without
difficulty wherever the rural communities need them; and

It is essential to establish development centers throughnut
Ecuador to provide the impetus for other sectors in the
area.

2. The BNF is working on the following
agricultural training credit programs for small farmers:



Franches

‘fulcan )
Sn.Catriel )
El Ancel )
Otavalo
Quito

Sto.Domingo

Cavambe
Latacunga
Ambato

Riohamba
Guaranda
Azogue

Canar
Loja
Maecara
Cuenca

¥smeraldas

Fortoviejo
Fahahoyo )
Guevedo )
Vinces )
Guayaquil)
Milarro )
Naale )
Falzar )
Machala
LGalaparpos
Tena

Puvo

Limon
Macas
Z.amore

TOTALS
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FNF _ACRICULTURAL ITRAINING CREDIT FROGRAMS

Amounts in
Propram estimates Budpet estimate Loans made first
for five vears for 1972 half 1972
ilo. of No.of No. of
families Loan families Loan familie® Loan
23 L7k.9
660 12,000 120 2,400 2l 22,8
2 12,0
370 6,300 50 1,000 €0 995,0
750 22,500 100 3,000 14 367.1
1,500 35,000 250 6,000 188 1,998.1
500 5,000 50 1,000 - -
1,250 35,000 150 3,000 - -
L0 8,000 - -
1,500 2L, 000 - -
500 £,000 - -
250 7,700 150 2,R00
A0 #,000 50 1,000
500 10,000 50 1,000
500 10,000 100 2,000
500 10,000 100 2,000
pOG 12,000 100 2,000 65 1,319.9
S0¢ 16,000 1ne 3,000
1,500 30,700 -
150 )i, 0ND 123 3,092,2
2,000 50,000 -
500 12,000 -
150 ¢,000 50 1,000
£00 16,000 o 1,600
500 12,000 100 11,970 59 2,308.9
500 12,000 - -
100 10,000 80 2,000
1,00 10,000 - - .
17,830 382,500  1,R30 12,700 559  16,P10.9

thousand sucrsas

Program Status

n operation since
Jaly 1971
do.

Started in 1972

In operation since
July 1971

In operation since
September 196k

Started in 1972
Started in 1972

Now teing worked
out

Now teing worked
out

Now heing worked
out

In o i i
197561‘315101’1 simce

In the preliminary
stages

Beine worked out

In preparation
Feing worked out
In operation sinre
1970

Started in 1972
Feing worked ont
Feinjr worked out
Feine worked ~af,
Fein=~ reoreanize!
Feing reviewed
Teing worked out
Peing worked out
Feing worked ont
Fe‘ng worked out

in initial starges
In operation since
1968

Peing vorked ot

Started in 1972
Peiny worked out


http:operat'.on
http:fludi.et
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IV. ROLE OF TECHNICAL ASSISTANCE

As part of the Alliance For Progress, it was intended to
provide loans for small farmers in the form of supervised credit
on a fairly large scale. Starting with four areas, namely,
Milagro-Yaguachi, San Gabriel-El Angel, Chone, and Puyo, in
the first year, the intention was to add five or six sub-programs
each year until there was a total of 35 and a similar number of
Branches. The loan to be provided by AID had been put at $17.6
million, in addition the BNF was to provide a national contribu-
tion making a total of around 400 million sucres for the initial
investment. Any repayments were to be reinvested, and borrowers
were also to supply funds.

In carrying out this program, the BNF and Ecuador committed
themselves to the following steps:

First, to establish a mission to carry out feasibility studies at
a cost of $30,000 on the ability of the BNF to undertake this
type of program, with most of the work being carried out by
Ecuadoran staff. The mission submitted a report to the effect
that the program was feasible;

Second, the BNF was to set up an office devoted euntirely to
running the program; it thus established the Training Credit
Department. Third, staff had to be trained to operate the
program. The BNF organized a training course in supervised
agricultural credit for 36 professionals, which was attended
by veterinary officers, agronomists, BNF branch inspectors,
IERAC supervisors, and extension and home improvement officers
from the Ministry of Production.

Fourth, the BNF was to make a survey of the areas in which the
program would be undertaken. A survey was undertaken of the
first area, Milagro-Yaguachi, and the report was published in
its entirety by the BNF to serve as a model for later plans.

Fifth, the BNF undertook to prepare the regulations governing
the grant of agricultural training credits, and these are still
in force. The various forms for processing the loans were to
be designed and printed, and these too are still in use.

Sixth and last, the BNF undertook to receive the assistance of an
AID expert to help get the program off the ground. This expert
remained in Ecuador for two years without showing what he could
do, in the first place because the program was never started,

and in the second, because he made no effort to instruct any-
body, at least in theoretical matters.
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Although the BNF fulfilled its commitments correctly and to the
utmost of its abilities, when the time came to sign the loan
agreement and hand over the first installment, AID began to drag
out the negotiations and procrastinate whenever it was necessary
to obtain new data or documents. Then political events in the
country became involved with the loan; first the United States
encountered balance of payments problems, then there was the
action by the President of Ecuador at Punta Del Este, and finally
the expulsion of the U.S. Ambassador to Ecuador. The loan was
cancelled at the moment when the first four programs ought to
have come into existence in 1966.
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REVIEW OF LAND SETTLEMENT CREDIT PROCRAM IN THE
SANTO NOMINGO DE LG5 COLORADOS AREA

Table 1 General Data on Projyram
Area at Preseut Increase
ALEAS AND AMOUNTS INVOLVED Start Area Actual Percent
Has, Has,
(a) Land held by settlers (Area in the Program) 81,235 90,135 R,900 10,9

(b) Participants divided according to size
of land holding

Up to 30 Has, kLo
31 to 50 Has. 670
Over 51 Has. 30
Total Number Reporting 1,540
Planned Approved Percent,
(c) Loans Granted 5R,189,050 LR,L91,335

(d) Loan Status of Program:
1. Reravments (instalments and

loans returned) 11,879,210 25,0
2., Loans cutstandine (current
and overdue) 36,612,125 75,0

Note: (1) The Franch statistics show that the Franch made 1,96 loans, tut in
preparing the sample som were excluded either tecanse the horrowers
care in the catepory of artisans or small industrialists, or tecause
they were handled by the Fanking Division.

Source: Survey hy Santo Dominzo Branch.

Tabulation: Training Credit Department.
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REVIEW OF LAND SSTTLEMENT CRFDIT PROGEAM FOR THE
SANTO DOMINGO DE LOS COLORADOS ARFA

Table

Plantains, bananas,
etc. (bunches)

Corn (quintals)

Rice "

Cacao "

Coffee "

Other crops

TOTAL AGRTCULTURAL
CROPS

Pastures
TCTAL AREA UNDER
CULTIVATION

Total Area owned by
settlers

Proportion of land
in use

Source

Tamlation:

Land Use, Asricultural Production, and Yields

Position at Start

YHas,

11,000
2,750
1,090

“oho
1,010
1,000

17,750

15,0L0

36,830

— ———

Output

3,697, €50
35,870
9,350

5L0

2,350

Survey bv Santo Domingo Rranch.

Training Credit Department.

Present, Position

Has,.

10,930
3,900
A70
1,050
1,560

1,280
19,590

30, 8RO

50,LR0

90,135

56.0

Yield
Output At Start Present
3,685,500 336.0 337.0
£9,220 13.0 15.0
20,960 R.c 2h.C
1,9F0 0.6 1.6
2,830 2.3 1.k
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REVIW OF LAND SETTLEMFNT CREDIT PROGRAN FOK THE

SANTC 1DOMINGO D LOS COLORADOS ARFA

Table 5

Marketin: Hesults:

Income of Undertakine:

Excess of Actual over
Planned Income

Planned Actual
Source of Income Income Income Amourt, Percent
1. Sale of Livestock 12,635,320 23,629,750 1C, 950,130 R7.0
Plus: Imputed income from
livestock - 23,761,730
a) Subsistence products - 7,903,910
b) Familv lator - 1¢,P60,R90
2. Sale of agricultural produce 12,739,150 17,36L,210 h,4?8,020 35,0
Plus: Imputed incore from
arriculture - 18,127,160
a) Sutsistence rroducts - 6,751, 770
b) Familv lator - 11,675, 3%0
3. Other farm income 1,721,600  ),1R7,L50 2,165,050 12,2
TCTAL INCOME FRQM LIVESTOCK 27,156,110 R7,373,100 17, 9R%, 300 66.1
AND ACRICULTURE 72156, 2373, 2
e Other income {non-tarm) 1,363,000 9,350,500 _7,995,500 586, 6
TOTAL INCOME 28,559,110 96,731,500 25,9R0,P00 90.0
Relative importance of Sources of Income (per cent)
l. Income from livestock Lk.2 9.0
2, Income from arriculture hh.S 37.0
3. Other farm income 6.0 h.2
L. Non=tarm income he9 9.7
Averape pross monetary income
per family (sucres) 15,137 29,171 1y, 0lihy 50.9
Averapge gross total income (monetary
and imputed) per familv (sucres) 15,h37 52,2R7 36,R50 -

Note: The excess of actual income over planned income was calculated on the hasis
of monetary income only,

Source: Survey bv Santo Domingo Pranch.

Tabulation: Training Credit Department.
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REVIEW COF LAND SETTLEVENT CREDIT PRCTRAl FOR THE
SANTO DOMTNGO DE LOS CCLORADOS ARFA

Tabkle 6

Farm Operat.ing Costs, Family Maintenance, and Overall Falance

Excess of Actval over

Planned Actual
Ttems_of Excerd:ture Outlay OQutlay Amcunt
1. Familv maintenance 9,R6R,200 17,715,200 7,366,900
?. Wares najd to outsiders €¢,050,~90 11,35#,1C0 5,245,510
7, Purchase of arricultural inputs - 217,200 213,200
lis Inputs for stockireedine 38,250 1,244,300 1,2uF,0uC
t. Purchase of tcols 33,000 357,170 32h,17C
€. Minor repairs 28270 307,200 1, 700
f. Pavment of Interest 2eh, 660 3,231,630 2,200, 9h0
$, Other expen cs 1,233,340 2,045,950 1,(2-,010
Total Cperatine Losts 1f,h7R, 620 3¢, RL, 00 18,164,930
Flus: Imputed Costs - 27,526,27C -
TCIAL COBTS 18,079, (20 f,371,870 -
Average Cost per Familv
“a) Monetarv Ontlav y,90¢ 14,914 " ,92R
k) Monctarvy Outlar plus
inpuLed costs AR Wy, 500
Cverall talance
Total Income (moneiarv and imputed)2?,454%,110 96,771,900
Ieqs:  Tetal Operatine Costs
(menetary and irpited) 17,075, 20 AL, P20
T OIGONE 10,000, h&C 1,0, 07
TCTAL MGRETARY INCOME 2k,050,110 E)y, 1% ,,410 25,4P0,F00
Less: TCTAL MCHF AlY OpREATING ..
COSTS 1 15,h7P, €20 1, %5,550 17,366,930
N&T MOWETARY TNCOML 10,0F0,he0 17,690,360 7,613,870

50U. Chi s

TAFULATION

Survey by Santo Deminpo Pranch.

Traininp Credit Department.

Planned

Percen?,

7heC
7.7

3,1R9,0
9p2‘ 7‘
{{:.,l
?3,103
131,"

99l
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REVIEW OF LAND SETTLEMERT CREDIT PROCRAM FOR THE
SALTC DOMINGO DF LOS COLORANOS AREA

Tarle 7 Farm Investment. - Capital Assets In Sucres
Excess of Actual over
Flanncd Actual Planned
Investment Categpories Investment Investment Volume Percent
1, Land Furchase (arricultural
and urtan) - 14,010,000 - -
2. Purchasz of cattle 37,873,PF0 39,194,000 1,320,120 3.0
3. Pirs and cquirment 7¢0, 300 1,296,500 59,200 85.1
lis Poultry and equipment 21,150 167,000 17¢,550 F1R
", Estallishment and enclosure
of pastures 3,440,200 12,3F 6,200 R,941 6,000 260.0
f. Permanent anl semi-rermanent cops 2,9)),?0R 7,119,400 L,175,162 1.8
7. Construction of barns aml sheds 10?,550 990,000 5R7,L450 146.9
. Home construction or imnrevement 7h),000 19,257,007 17,531,000 2,L08,3
% Other investment in durahbles
incluaing domestic items h2y,222 3,134,000 2,7C6,778 £30, €
TOPAL TNVESTVERT Li6,£55,810 Y¥7,5R6,100 37,03F,290 109.6

liote: There are differences tetween the survev results and the Franch firfures.
As the statistics for the "Planned Investment" column of Annex 1 of
the Branch statistics are nrohablv more accurate, thevy have heen used
in this table.

Source: Survev kv Santo Domingo Rranch.

Tatulation: Trainine Credit Departmert.
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1.
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)J.

5
6.
7-
F'n
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RFVIEw OF LAMD SETTLEMFNT CREOIT PROGRAM F(R THE
SANTC NOMINGO DE LG5 COLORADOS AREA

Items

Income from apriculture
and livestock
Other farm income
Total farm income (1 + 2)
Total operating costs
(less family maintenance)
Net farm income (3<h)
Non=farm income
Familv maintenance
Net Available Income
(5« 5-17)
Surplus (or Deticit) for
tre oreration as a whole

Planned

2;,h7h9510
1,721, €00
27,196,110

R, €10, 320
18,5¢5,790
1,363,000
9,R67,300

10,0F0,490

Survev by uanto Dominpo Pranch.

Trainine Credit Department.

Onlv

Actual

40,993,960
4, 1R7,450
15,181,410

19, 610, 350
25’ ;71’()&
17,235,200

17,69h,360

Summary of Firancial Position of Agricultural Undertakings
In Money Terms

In Sucres
Excess of Actual over
Plannes

Amount, Percent
2,165,850 13.2
17,985,300 €6.1
11,000,030 127.8
6,985,270 37.6
7,995,500 SRE. 6
7,366,900 7h.6
7,613,870 75.5
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REVIEW OF LAND SETTLEMENT CREDIT PROGRAM FOR THE SANTO DOMINGO DE LOS COLCRADOS AREA

Tatle 9 Statvs of Participants
A. Divided by length of Participation
196h-65 1966 1967 1968 1969 Total
At At At At At At
Sffart Present Start Present Start Present Start Present Start Present  Start Present
Loans approved (thou.sucres) 9,L17 - 1,978 - 13,060 - 7,026 - L,729 - 38,210 -
TOTAL ASSETS (thou.sucres 35,004 93,L00 7,510 19,850 30,980 76,130 26,530 ShL,870 18,333 3kL,R00 118,390 279,050
Cattle (numbers) ' 2,600 12,290 620 1,950 2,970 12,380 1,630 7,550 1,940 L,6k0 9,850 38,810
Area under cultivation (Has.) 10,150 16,240 2,260 3,640 10,340 13,630 7,600 10,720 L,B60 5,710 35,210 k9,9L0
TOTAL INCOME (thou.sucres) 19,008 3,36 15,197 11,720 5,798 55,170
a) Income from livestock 9,59 1,971 9,471 6,319 2,119 31,03L
b) Income from agriculture 9,1l 1,475 5,726 5,401 5,798 2h,136
Rate of Increase (per cent) of:
Total assets 166.8 1643 1h5.7 106.8 89.8 135.7
Numter of cattle 356.9 215 316.8 363.6 139.2 29L.0
Area under cultivation 60,0 61.0 31.8 L1.0 17.5 L1.8

B. Divided by Size of Undertaking

Up to 30 Hase. 31 to 50 Has. 51 Has.and larger TOTAL
At Start Present At Start Present At Start Present At Start Present

Loans approved (thou.sucres) 9,400 - 15,827 - 12,983 - 38,210 -
TOTAL ASSETS (thou.sucres) 22,920 67,800 50,2L0 107,010 L5,230 104,240 118.390 279,050
Cattle (numbers) 2,060 7,810 3,760 15,710 4,030 15,290 9,850 38,810
Are:.l u%%g&éu%tivation (H§s.) 6,810 ig,%lég 13,810 gg,ﬁo 14,590 %*93,!9138 35,210 1%,9110
TOTAL thou.sucres 7 170
a) Income from livestock 7,503 1I;,103 9,129 31,030
b) Income from agriculture L,081 10,054 10,000 2L,136
Rate of Increase (per cent) of:

Total assets 195.8 113.0 130.5 135.7
Number of cattle 279.1 317.8 279.4 294.0
Area under cultivation 50.3 h9.9 30.1 h1.8

NOTE: The figures in this table refer only to the cases (15L) for which complete information was available.
SOURCE: Survey by Santo Domingo Branch.
TABULATION: Training Credit Department
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I. INTRODUCTION

The major position of the Agriculture and Livestock Sector
in the economy of Ecuador is manifest: it provides some 34
per cent of the gross domestic product; it provides employ-
ment for more than 50 per cent of the labor force; and its
products bring in 80 per cent of the country's export earnings.
Nevertheless, the production and marketing conditions are such
that agriculture is the most backward sector and the least
productive in the country.

In a recent study, the economist Gonzalo Guzmanl/ has under-
taken a detailed analysis of the special features of agr‘culture
in Ecuador and the structural characteristics that have led to
its backwardness. He has also provided interesting data re-
garding the contribution of the National Banking System to
the financing of agricultural credit.

The figures in Mr. Guzman's study show that during the years
1966-1970 the National Banking System devoted somewhat more than
one billion sucres to financing the agricultural sector compared
with total credits of 11 billion sucres; in other words, agri-
culture received rather less than 15 per cent of the total.

The Central Bank provided 23 per cent cf total credit in
1970, while the National Development Bank (BNF) provided 6 per
cent, and the commercial banks 71 per cent.

An analysis of the average amounts loaned and the terms on
which the loans were granted shows that, whether considered from
the standpoint of the number of operations or of the volume of
transactions, credit was basically used for financing short-
term investments of up to one year.

1/ Guzman, Gonzalo: The Financing of Agricultural Under-
takings by Means of a Development
Program, Quito 1972
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Only the BNF has any arrangements for medium or long-term
financing.

With respect to the size of the loans, it should be2 oted
that most of them are in the range bzlow 25,000 sucres.Z

Some 80 per cent of all the credit operations carried out
by the BNF come within the range below 50,000 sucres. Although
it may be some evidence of the democratization of credit, this
comp.ratively low ceiling is clearly a restraint on the provision
of capital for undertakings.

In brief, it will be clear that the distribution of credit
through the banking system, whether considered on the basis of
the relation to total credit or on the basis of the periods
for which credit is granted, is not working in the right
direction, since the Agricultural Sector--which certainly
needs credit more than any other--receives somewhat less than
14 per cent of the total credit granted by the system. The
result is that it is impossible for agricultural undertakings
to obtain sufficient capital or to reach normal levels of
productivity if they need medium or long-term investment or
a relatively large volume of investment per unit of product.

THE SMALL FARMER PROBLEM

According to the figures in the National Agricultural
Census of 1968, 91 per cent of all agricultural undertakings
operate on an area of not more than 20 hectares; between
them they occupy less than 30 per cent of the total area
of the Sierra. Gonzalo Guzman has indicated that 75 per cent
of the undertakings are owned and that the other 25 per cent
are run on some form of tenancy covering 1,201,092 hectares.
It is these that are largely responsible for the backwardness
of the Agricultural Sector.

There are some 152,700 small farmers, most of whom find
it very difficult to take advantage of the existing technical
assistance and credit services. Before granting credit the
commercial banks usually require submission of satisfactory
guarantees and an undertaking by the farmer to finance a given

2/ Exchange rate: US$1l = 25,25 sucres
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proportion of this project with his own funds. These
requirements have led to the permanent dependence of the
small farmer on the lender, discounter, or intermediary.

Through its special credit programs, such as its
property improvement credits, the BNF has become the main
institution providing credit for small farmers. This it
does through rural administration and social betterment
schemes that offer technical assistance either directly
or through development agencies. Other public and private
institutions also take part in these arrangements on a
small scale. Among them may be mentioned IERAC, the
Andean Mission, CESA, and FED.

According to the BNF report for 1970, the Land
Settlement Credit Program made 309 loans with a value
of 5,940,000 sucres during 1970. For the whole period
September 1964 to December 1970, 2,273 loans amounting
to 54,432,000 sucres were made under the scheme.

Although he lives by agriculture, the small farmer
who does not own his land finds himself constrained within
a vicious circle: he has no collateral to offer in order
to obtain credit, and the lack of credit prevents him from
raising his agricultural output and thus raising the funds
with which to acquire the property he works on. Moreover,
no single banking institution will grant loans for land
purchase,

FARM DEVELOPMENT PROGRAM

The intention of the Farm Development Program is to
set in motion the modernization of the agricultural sector
by putting managerial services at the disposal of small
farmers, thus enabling them to acquire land, obtain pro-
duction credits, and apply for technical and administrative
assistance.

A tripartite agreement between the Ministry of Production,
the Central Bank of Ecuador, and USAID (Ecuador) led to the
establishment of the Farm Development Program and a Guarantee
and Development Fund has been set up to provide agricultural
undertakings with assets. The initial financing of the Fund
was made possible by AID Loan No. 518-L-032, amounting to
U.S.$3.6 million (90 million sucres) from the United States
to the Government of Ecuador through the Ministry of Production.
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The Central Bank acts as the Government's trustee and
fiscal agent. It does not deal directly with the final users
of the Fund but through Government institutions and private
organizations wishing to participate and prepared to sign
the appropriate subsidiary loan agreements.

The Trust Fund Office which is the real basis of the
Program deserves the attention of the monetary authorities
of the country, as it implies that the Central Bank will
play a new role in working out credit and monetary policy
for the development of the productive sectors of the economy;
for the first time it will be the channel for handling both
internal and external funds and it will have the responsibility
for encouraging both public and private banks and other
financial institutions to take a more active part in providing
funds for agricultural credit.

II1. DESCRIPTION OF THE PROGRAM

A, Background

1. Historical Summary

On November 23, 1970, the Republic of Ecuador
acting through the Ministry of Production, the Central Bank
of Ecuador, and A.I.D. signed loan agreement No., 518-L-032
in an amount of U.S.$3.6 million to be devoted to financing
the Farm Development Program.

Under Regulation No. 573, dated December 28, 1970,
the Monetary Board of Ecuador set up the Trust Fund Office
within the Central Bank of Ecuador.

On May 20, 1971, the Government of Ecuador and
the Central Bank of Ecuador signed an agreement by which the
Republic of Ecuador as co-signer irrevocably authorized the
Central Bank as trustee to manage the funds arising from
loan No. 518-L-032 in accordance with the terms set out in
the loan agreement.

On September 24, 1971, the first subsidiary
loan agreement was signed between the Central Bank of Ecuador
and the First National City Bank. So far, the Central Bank
of Ecuador has signed subsidiary loan agreements with the
BNF, the Cooperative Bank of Ecuador, the Bank of the
Pacific, and First National City Bank.

69
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On June 22, 1972, the Technical Executive
Committee of the Program approved the first loan in favor
of the BNF in an amount of 5 million sucres, to be used
for financing loans to agricultural undertakings approved
by the Program in the six-month period July to December 1972,

On the same date, the Technical Executive
Committee approved the first two operation and investment
plans, prepared by the Program for the Pedro Carbo and
San Felipe cooperatives in amounts of 1,443,735 sucres
and 3,131,446 sucres respectively.

At its meeting of July 14, 1972, the Technical
Executive Committee approved the opening of credits in favor
of the Cooperative Bank of Ecuador and the Bank of Pacific
in an amount of 5 million sucres each.

The Instructions for the procedure for granting
sub-loans to agricultural undertakings and the repayment by
those undertakings to the participating financial institutions
were also approved, although A.I.D. has not yet ratified them.
The Instructions set out very clearly the procedures to be
followed in preparing an operations and investment plan, and
getting it approved, as well as those for making the sub-loan
to the beneficiary agricultural undertaking, and, finally,
the repayment by the trustee to the participating financial
institutions.

So far, requests for sub-loans have been received by
branches of the BNF, the Cooperative Bank of Ecuador and the
Bank of the Pacific, as follows:

PARTICIPATING SIZE OF LOAN

AGRICULTURAL UNDERTAKING NO. OF MEMBERS BANK REQUESTED

Pedro Carbo 35 Bco.Nac. Fomento S/.1,443,735,00

San Felipe 20 Bco.del Pacifico " 3,131,446.00

Los Angeles 37 Bco.de Cooperativas " 525,455,52

Narcisa de Jesus 26 Bco.del Pacifico * 1,878,540.00

La Union 18 Bco de Cooperativas " 974,092.00
136 §7.7,926,268.52

According to the Director's report, the Program
is carrying out a great deal of promotional and technical
assistance work in close cooperation with the National
Federation of Rice-Growers Cooperatives (FENACOOPARR) so
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that by the next winter season a much larger number of co-
operatives shall be in a position to put forward operation
and investment plans and to take advantage of the credit
arrangements.,

2. Relations with the National Credit System

In accordance with the purposes of the Loan
Agreement, the Trust Fund Office of the Central Bank of
Ecuador has been working to provide incentives for public
and private banks to take a share in the risks and burdens
of agricultural credit. The sub-loans made by the partici-
pating Financial Institutions to the agricultural undertakings
approved by the Program and are repaid by the Central Bank of
Ecuador through the Trust Fund Office and provide them with
a return of some 4 per cent. In addition, a participating
financial institution can obtain a guarantee from the trustee
for up to 80 per cent of any sub-loans on payment of a fee
of 2 per cent per annum on the amounts guaranteed, thus
reducing the risk to the participating Financial Institutions
to a minimum,

Furthermore, the Program provides continuing
technical assistance not only in the organization of the
agricultural undertakings, but also in the purely agri-
cultural aspects of the work, and in control of the invest-
ment. This arrangement not only ensures that the Program
makes a direct and positive contribution toward improving
production and yield; it also provides a guarantee for
the participating financial institutions granting loans
to the agricultural undertakings.

3. Other Program Activities

In order to extend its influence beyond what
it could achieve with its own staff and to provide credit
and technical assistance to a larger number of agricultural
undertakings, the Program has made contact with other rural
development institutions such as the Ecuadoran Institute for
Agrarian Reform and Land Settlement (IERAC), the Ecuadoran
Agricultural Services Center (CESA), and the National
Federation of Rice-Growers Cooperatives (FENACOOPARR) , which
are entitled to act as collaborating agencies in helping
to organize the agricultural undertakings and preparing
operation and investment plans,

73,
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4. Relations with Existing Local Institutions

The Program intends to fill the gaps in the
activities of existing institutions. For iustance, the
IERAC, the Federations of Cooperatives, and the CESA all
operate in the area of social betterment and the organization
of peasant groups. At a given moment in their development,
these groups will be eligible for credit under the Program
on terms that have been speciallv worked out for this type
of loan. The terms are:

Amount ~ Up to 100 per cent of the cost of the operation and
investment plan, including investment in infra-
structure, the acquisition of machinery, and
marketing operations;

Interest - 10 per cent per annum on the unpaid balance;
Duration - Up to two years for operating loans and up to
10 years for investment loans with grace periods
of up to two years.
It is also intended to provide guarantees for
land purchase as part of the financial operations of the
Program.

5. Relation Between Tenant Holdings and Low Output

The main features of agricultural activity in
the Rio Guayas Valley--the area to which the Program applies--
and more especially the circumstances of the small farmer
for whom the Program is conceived may be described briefly
as follows:

In the first place, so far as land holding is
concerned, it may be said that the Rio Guayas Valley is
occupied by a large number of share-croppers, short-term
tenant farmers, squatters and others whose claim on the
land is equally tenuous.

Rice is certainly the major crop in the area.

Rice cultivation is carried out in accordance
with traditional practices in which irrigation, drainage,
flood control, seed selection, fertilization and phyto-
sanitary protection are noticeably absent. It is of course
easy to understand why small farmers do not risk undertaking

'
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on their own account the infrastructure work required to
obtain better results from the soil. The most obvious
reasons are that the soil does not belong to them and that
most of the essentail infrastructure work requires sub-
stantial investment.

The credit and technical assistance facilities
available to these small farmers have hitherto been inadequate
both quantitatively and qualitatively.

In consequence, yields have been very low, the
average yield of rice amounting to no more than some 28
quintals per hectare. The situation has been made worse

by the total lack of any protection against natural dis-
asters such as drought or flood.

B, OBJECTIVES
l. General

(a) Declared Objectives

The declared objectives of the Program
are:

To start a process of facilitating land holding and land use
on reasonable terms for a large number of peasant families;

To encourage the organization of agricultural undertakings
in which small farmers play a genuine part to assist farmers
in obtaining access to the land, provide them with technical
and organizational assistance, and enable them to undertake
self-financing productive operations in such a way as to
overcome the lack of managerial skills without running into
the difficulties created by government paternalism;

To encourage the formation of capital in the agriculture and
livestock sector;

To provide a more effective channel for public and private
funds, both domestic and foreign, to benefit agriculture, for
the purpose of raising the income and improving the standard
of living of the rural population;

To increase the output of basic foodstuffs, to provide raw
materials for domestic consumption and to increase the volume
of export products as a means of improving the country's
balance of payments;
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To provide a source of rural jobs and funds, thus checking
the trek to the cities.

(b) Longer-term Objectives

For the time being, there is too little

experience to make it possible to identify new objectives,

2. Loan Conditions

(a) Terms

It is intended that the participating

Financial Institutions shall make loans available to the
agricultural undertakings formed by small farmers on special
conditions that may be called "development terms".

The terms on which loans will be made

available to the beneficiary groups are as follows:

Amount -

A loan will be granted for up to 100 per cent of the
cost of the operation and investment plan. Included
in the loan will be funds to cover general adminis-
trative expenses; 1labor; the cost of seeds;
fertilizers, fungicides, herbicides, and other
similar inputs; the cost of using or renting
agricultural machinery; expenses involved in
short-cycle cash crops; expenses of harvesting

and marketing, and operating loans. The amount

lent by the participating Financial Institutions
may also cover the financing of investment in infra-
structure works such as irrigation canals, drainage
ditches, and flood control dykes; the cultivation
of permanent and semi-permanent crops; the acquisi-
tion of agricultural machinery and equipment; the
purchase of livestock; the establishment of
nurseries; and any other investment whether in

fixed or movable assets, excluding dwelling houses.

(b) Duration

Operating loans are made for periods

of up to two years and investment loans for periods of up
to 10 years with a grace period of two years.
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C. ORGANIZATION

l. General

The advisory, executive, coordinating, and

supervisory organs of the Program are as follows:

a.

The Credit Advisory Commission of the Ministry of
Production, consisting of representatives of the Ministry
of Production and the Ministry of Finance, is to be
responsible for the general Program policy;

The Technical Executive Committee consists of the Minister
of Production or the Under-Secretary of that Ministry,

the Minister of Finance or a representative, the Manager
of the Trust Funds or his representative (with a voice
but no vote), the Technical Director of the Economic
Planning Board or his representative, and the Director

of the Technical Executive Committee. The Committee is
the senior organ of the Program;

The Program Office is the executive unit of the Program.
It has offices in Guayaquil with sub-offices in Babahoyo,
Daule, and el Triunfo. This Office is responsible for
carrying out the Program;

The Trust Fund Office of the Central Bank of Ecuador,
acting as Trustee for the Program, is responsible for
the administration both of the capital and of the
operating funds of the Program;

The participating Financial Institutions are both public
and private banks that have indicated an intention of
taking part in the Program, and have signed the appropriate
subsidiary loan agreement with the Central Bank; they
must also be in a position to make loans to the agri-
cultural undertakings intended to benefit from the Program;

Cooperating Agencies. The Program is designed to
accommodate participation by institutions carrying on
social betterment and rural development activities,
such as the IERAC, the CESA, and Federations of
Cooperatives.

It is the responsibility of the Program Office,

and particularly of the Director, to arrange for coordination
with the Technical Executive Committee--for which it acts
as the Secretariat--and the Trust Fund Office, and to ensure

S
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proper communication with the participating Financial
Institutions and the cooperating agencies.

2. Local Structure

The Program Office is located in Guayaquil and
consists of the Director, a Specialist acting as Supervisor,
and Adviser specializing in land tenure problems, a planner,
an accountant, and secretarial staff. The technical staff
consists of agricultural engineers, agronomists, and a
specialist in cooperatives. These people are organized into
working groups and are responsible for individual agricultural
undertakings divided on a geographical basis.

So far the Program has set up three agencies:
in Babahoyo, Daule, and el Triunfo. The technical teams
consist of a team leader and field workers. The specialists
work with whichever team needs their services.

D. PARTICIPATING GROUPS

l. Selection Criteria

Under the Program Rules and Regulations, "Agri-
cultural Undertakings are business associations already
established, consisting of farmers whose principal activity
is the production and/or sale of vegetable products or live-
stock, which apply for admission to the Program and show
that they are properly organized and are of good moral
standing. In no circumstances shall the Program be open
to business groups whose main purpose is speculation in
the marketing of agricultural produce or livestock."

There are three categories of agricultural
undertakings, as follows:

a. Legally constituted agricultural undertakings that are
not the possessors of any landed property:;

b. Legally constituted agricultural undertakings that
are the possessors of landed property and need technical
assistance and agricultural credits; and

c. Groups of small farmers who may in due course be in a

position to form either producers' or service under-
takings in the agriculture and livestock field.

7S
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The basic terms and conditions on which
agricultural undertakings and groups may have access to the
Program are as follows:

They must be situated in the Rio Guayas geographical area,
or in any other areas laid down by the Program;

They must be legally constituted or be in the process of
constitution; once legally constituted, they must be run
by a Manager;

They must apply for access to the Program, through the Program
Director;

They must show some organizing and financial ability, for
instance, by taking a decision to play an active role in a
betterment plan or in social and economic development;

They must accept the advice of the Program and they must
sign the appropriate Technical Assistance Agreements;

A
Finally, they must show that they are economically and
finapcially viable by preparing operation and investment
plans to improve their business position.

2. Assessment

The assessment of the success or otherwise of
the agricultural undertakings admitted to the Program is made
on the basis of certain criteria designed to highlight the
impact of the Program on the undertakings in the organizational,
social, and economic fields. The extent to which the opera-
tion and investment plan is carried out is one of the criteria.
The sort of question that is asked is: how far has the plan
been fulfilled, and how far have the agricultural undertakings
met their financial obligations?

3. Number and Type of Participating Groups

It is one of the duties of the Program Director
to forecast the number and types of agricultural undertakings
in being for any given period.

4., Other Sources of Credit

Many agricultural undertakings are in debt in
connection with the acquisition of land, often to business

7Y
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4. Other Sources of Revenue for the Program

Other rural development institutions interested
in collaborating with the Program in making credit and technical
assistance available to the undertakings with which they are
connected will assist in covering the administrative costs
of the Program.

F. RECOVERY OF LOANS

1. Duration of Loans

As described in Section 2(b)=--Loan Conditions--
above, an agricultural undertaking admitted to the Program
must repay any loan in accordance with the schedule laid down
in the operation and investment plan. The maximum duration
for loans is:

For operating loans: 2 years

For investment loans: 19 years with a grace period
of two years

In the event of a delay in meeting repayment
obligations, agricultural undertakings will be expected to
pay an additional 2 per cent per year on the outstanding
balance.

2. Method
Although the case has not yet arisen in practice,
it isintended that the participating Financial Institution

making a loan to an agricultural undertaking shall be respons-
ible for obtaining repayment. The repayment is to be in cash.

3. Sanctions

' It will be up to the participafing Financial
Institutions concerned to take steps to deal with agricultural
undertakings that are tardy in making repayments.

4. Rolling Over

The participating Financial Institutions will
also be responsible for deciding on their own policy and
procedure for rolling over loans. Nevertheless, the Program
Director, who is responsible for the supervision and control
of investment through his experts, may suggest or recommend to
a participating Financial Institution that a loan be rolled
over.
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G. OUTLAYS AND SOURCES OF FUNDS

l. Profits and Losses on Loan Operations

There is not yet sufficient experience to
provide this information.

2. Administrative Costs

There is no complete information under this
head either.

3. Savings by Participating Groups

It is the intention of the Program that the
agricultural undertakings should build up their own capital
by means of contributions from their members. It is however
too soon to report on results under this heading, as little
experience has been acquired to date.

4, External Financing

Monetary Regulation No. 622, dated June 14, 1972,
set up the Guarantee and Development Fund within the Central
Bank of Ecuador under the auspices of the Trust Fund Office.

The Guarantee and Development Fund consists of:

a. The proceeds of A.I.D. Loan No. 518-L-032 up to the
sucre equivalent of U.S.$3.4 million;

b. Advances by the Central Bank of Ecuador representing a
credit equivalent to U.S.$3.4 million intended to finance
the Program, the conditions for use and repayment being
compatible with the needs of the Program;

c. The capital and interest recovered from the approved
agricultural undertakings through the participating
Financial Institutions, to the extent that the sums thus
recovered are not committed for paying off the advances
from the Central Bank, payments to be made under the
Guarantee and counter-Guarantee arrangements of the
Guarantee and Development Fund with the participating
Financial Institutions, the ommission owing under the
Trust Fund arrangements of the Central Bank, and the
amount set aside for the technical assistance and
operating costs of the Program.

&0
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d. Any other sums that may be earmarked for the Guarantee and
Development Fund by natural or juridical persons, whether
national or international.

5. Institutional Solvency

The necessary experience for providing this
information is not available.

6. External Balance of Payments

The experience necessary for providing this
information is not yet available.

H. OTHER FACTORS

1. Technology

a. Scope of Loans

Loans are granted to the agricultural under-
takings by the participating Financial Institutions on the
basis of operation and investment plans. Those plans cover
the construction of essential infrastructure works, as well
as the acquisition of machinery, fertilizers, insecticides,
and other inputs that are likely to lead to the use of
improved technology.

b. Advisory Services and Supervision of the Program

The technical assistance and the supervision
of the use to which the credits are put constitute the basic
elements of the Program, since it is through them that it is
hoped to bring about the modernization and rejuvenation of
the agricultural sector. The Program therefore offers the
following services and advantages:

Social betterment;

Advice in connection with the organization and running of
agricultural undertakings;

Advice on the procedures for land acquisition;
Field visits;

Agricultural technical assistance by means of short courses,
meetings, films, shows, etc.:

Advice on arranging for soil studies and the design of infra-
structure works;
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Preparation of operation and investment plans;
Assistance in following up loans;

Control and supervision of investments;

Advice for the managers of agricultural undertakings.

As a means of extending the agricultural
technical assistance provided by the Program, the agricultural
undertakings will be obliged to receive an agronomist who will
live with them and work as field supervisor for the crops
cultivated by the undertaking. 1In this way a middle grade
professional will be available to bring appropriate techniques
to the farmers.

c. Other Arrangements for Transferring Technology

The Program is making the necessary arrange-
ments to strengthen its agricultural technical assistance
activities for the purpose of spreading information on modern
techniques as widely as possible. For this purpose, it
will obtain the assistance of other institutions, including
commercial firms, to organize field days, film shows, or the
establishment of small model farms,

d. Description of the Technology Involved

The Program is based on technical assistance
and credit as being the two elements likely to rejuvenate the
agriculture sector. The Operation and Investment Plans
prepared by the agricultural undertakings as the basis for
requests for loans are intended to lead to the adoption of
improved farming techniques covering the whole range rrom
infrastructure works--to ensure the availability and proper
use of water supplies--and the use of selected seeds and
fertilizers, to the introduction of phyto-sanitary controls.
The Program is also intended to lead to the acceptance of
supervised credit, and the loan conditions have been written
accordingly. For instance, one of the conditions for granting
loans is the acceptance by the agricultural undertaking of
technical assistance provided by the Program; another is
that the participating Financial Institutions will only make
funds available to the agricultural undertakings in accordance
with the investment schedule set out in the operation plan,
to which changes may only be made with the approval of the
Program Director. Furthermore, subsequent payments will
only be made once the Program officers have certified that
the funds received by the agricultural undertaking have been
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used to finance the expenditures, works or purchases
envisaged in the Operation Plan.

e. Guaranteed Sales and Price Support

The Program also helps the agricultural
undertakings to market their output. As is well known, there
is no adequate agricultural minimum price mechanism in Ecuador
and the marketing arrangements are those in force for many
years past. 1In consequence, the producer is subject to
exploitation by wholeszler and intermediaries. In an attempt
to assist the approved agricultural undertakings benefitted
by the Program, the Director is helping them to make contact
with mills, factories or wholesalers handling the various
agricultural products, for the purpose of obtaining better
sales terms and, where possible, future sales contracts for
the crops they produce.

f. Social Security

In Ecuador, there is no social security
scheme for agriculture.

g. Other Marketing Arrangements coming under
the Program.

The Program believes that to improve marketing
methods would require the adoption of a whole range of measures
for which both time ang experience would be needed. In addi-
tion, the small farmers would require to be properly organized
if they are to carry out the various operations efficiently.
Nevertheless, as a first step it is intended that the collec-
tion and sale of the output of an agricultural undertaking
should be handled on a joint basis.

h. General Marketing Conditions

As there is no real experience, it is
difficult to comment on this topic. Nevertheless, in the
field of rice, for instance, where the millers act more or
less as monovsonists, it would Seem possible in the future,
when the output of rice is reasonably large and the growers
have been properly organized, either to acquire or ren: a
mill or, if no mill is available, to reach an agreement
with the model mill established by the Government to process
the rice harvested by the approved agricultural undertakings.
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i. Profits and Risks

The operation and investment plans so far
drawn up envisage that with the introduction of new
techniques the yield on capital should be between 18 per
cent and 34 per cent. It will of course be necessary to
wait for several complete agricultural cycles in order to
discover what the yield actually is. The completion of
infrastructure projects will in some cases enable the scil
to be worked during the summer while in others it will
extend the areas under cultivation to the benefit of the
agricultural undertakings by making possible both a better
use of manpower and an increase in revenue.

III. ASSESSMENT

The lack of experience in carrying out the Program makes it
impossible to write anything under this heading.

IV. THE ROLE OF TECHNICAL ASSISTANCE

A. A.I.D. Contribution

The A.I.D. contribution in establishing and supporting the
Program has been very great, as may be seen from the following
summary:

l. Full-time assistance by the USAID advisers in carrying
out the Program;

2. Grant or non-returnable funds that made it possible
to undertake the preliminary and most difficult tasks of laying
the groundwork and bringing the Program into being;

3. Establishment of in-service training grants, which
made it possible to select and train professional level personnel
to work in the Trust Fund Office;

4. At the stage where it became necessary to train staff
in the preliminary work and —=iewzration of operation and investment
plans, A.I.D. made it possible ¢ conduct courses and seminars under
the chairmanship of Mr. Wadc Grusory, an agricultural economist from
the U.S. Department of Agriculture;

5. A.I.D. has also provided facilities enabling a number

of persons at the Director and Executive level to make study visits
abroad.
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B. Contributions by other Donors

Hitherto no financial or technical assistance has been
received from other international agencies for the Program.

C. Effects

The lack of experience in running the Program means that
it is rather premature to discuss this topic.

D. Recommendations

It is recommended that A.I.D. should continue to provide
technical assistance during the development period of the Program
in order to assist in finding rapid solutions to the problems that
may arise. It is desirable that A.I.D. should keep up-to-date
records of all the problems encountered by the Program so that
the solutions proposed may be appropriate to the circumstances.

With reference to the role that A.I.D. can play in
identifying credit programs in support of the small farmer, we
cannot fail to express our profound gratitude for the great
sensitivity and skill with which A.I.D. has supported programs

of social and economic betterment for the rural population of
Ecuador.

Sources
l. Guzman, Gonzalo - Financing and Agricultural
Undertaking by Means of Credits for a Training
Program. Quito, Ecuador, 1972.
2. Loan Agreement AID/E No. 518-L-032,
3. Operating Regulations for the Farm Development Program.
4. Monetary Board Reg-lation No. 662, dated June 14, 1972.
5. Operation and Investment Plans for the following
cooperatives: San Felipe, Pedro Carbo, La Union,
and Narcisa de Jesus.

6. Quarterly Reports by the Program Director.
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SUMMARY

The Directed Agricultural Credit Program was established by the FEOAC
in 1965. It began operations with five cooperatives; ten others were
added in 1966, nine in 1967 and two more in 1968.

I. INTRODUCTION

Since small farmers do not have access to traditional credit sources,
the savings and credit cooperatives alleviate, in part, the credit needs
of member farmers.

An analysis of loans granted in 1970 and 1971 reveals

Amount
Membershilp of Loans
Types of Loans No. of Members gin Sucres!
1970 Crop production 3,019 12,296,681
Livestock production 1,490 6,672,535
Total 4,509 18,969,216
1971 Crop production 3,248 13,083,640
Livestock production 1,680 9,814,222
Total 4,928 22,897,862

Small farmers, because of their limited assets, lack the necessary
economic resources to make use of agricultural inputs and therefore
cannot improve their production. The cooperatives solve part of their
problem by granting them loans.

With loans obtained from their cooperative, the small farmers can obtain
furds without lengthy processing and at lower interest rates than from
other institutions.

ITI. PROGRAM CHARACTERISTICS

A. Background
1. History
The program consists of 34 cooperatives distributed through
11 provinces in the mountain, coastal, and eastern areas of the country,
with 11,600 members who use this credit for agriculture and stock raising.
2. Relationship to the national credit system as e source of credit:
The couperatives use, as their source of credit, the Cooperative

Bank and, in many cases, the Provincial Development Banks.
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3. Other program activities:

Technical &ssistance on proper credit utilization and in the
application of new agricultural techniques.

L, Relationship to previously existing local institutions:

As a clearing house for savings and credit cooperatives, FECOAC
is connected with the following agencies and institutions: +the
Ministry of Production, FAO, AID, COLAC, and the Cooperative Banks.

5. Agricultural patterns and potential;

According to data obtained from the Planning Board, the average
per capita income in the rural areas of our country is US $250. If
we compare that with the US $300 to US $320 income of the urban popu-
lation, we see the need for promoting a more balanced, over-all develop-
ment among the various sectors of the nation,

Agriculture is the principal source of wealth in our country.
Unfortunately, the future of our agriculture is not very promising. If
it is to be considered a means for food producivion, it must be admitted
that it is still deficient.

The agricultural sector constitutes 63% of the population and
generates 33% of the GNP.

Most of the loans granted by the savings and credit cooperatives
are for the following crops:

Product Average National Production
Wheat 17.5 quintals

Rice 11.4

Potatoes 111.1

Corn 10.0

Coffee 6.5

Cacao 3.9

Barley 11.0

Lentils 9.2

Peas 8.2

With technical assistance and the use of inputs provided to small farmers
who are members of the savings and credit cooperatives, it is hoped that
production will increase by more than 80%.

With loans for agricultural production, it is estimated that the ares
under cultivation will increase from 4,800 hectares to 8,400 hectares

by 1975.
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B. ObJectives
1. General objectives

The purpose of the savings and credit cooperatives are: To
instill a sense of savings in the public as a basis for creating capital
for mutual assistance projects; to utilize these financial resources
productively, especially in stockralsing and agriculture since such a
high percentage of our population depends upon this activity; to increase both
production and income in order %o improve the standard of living of our rural
population.

2. Loan terms

a. Purposes. Loans granted by rural savings and credit
cooperatives include consumer loans, though the cooperatives try to
channel the highest percentage possible into productive activities.

To date, most of these loans have been used to purchase fertilizers,
insecticides, fungicides, and in a few cases for irrigation. Livestock
loans have been used for fattening cattle and hogs and also for poultry
production (eggs and meat).

b. Term. Due to their very limited resources, the co-
operatives generally make short-term loans to their memkers, and only in
a few special cases, medium-term loans. With more capital and proper
planning, long-term loans can be instituted for rermanent crops and
expansion of herds.

¢. Organization

l. General Structure. FEOQAC, a legally recognized
organization, is charged with the educational program and sponsoring the
extension of services to its affiliated cooperatives and sets up the
direct credit program. Its administration consists of the Pollowing:
Annual Assembly of Members, Board of Directors, and Manager.

The management, through its Extension, Education,
Directed Credit, and Audit Departments, is in close contact with the
cooperatives, and through them, with thie members.

Although actually each cooperative enjoys administrative auto-
nomy in granting and collecting loans, FECOAC's Department of Directed Credit
aids in the planning and proper use of agriculture and livestock loans.

2. Local Structure. Each cooperative has an administrative
structure comprising: Annual Assembly of Members, Supervisory Committee,
Credit Committee, Board of Directors, Manager - Assistant Accountant, and
Field Inspector.
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d. Beneficiaries:

l. Selection Criteria. Any farmer who is a member of a
cooperative, may receive loans from it with the sole proviso that he quali-
fies within the provisions of its Bylaws and Regulations. The farmers
who utilize the Directed Credit program have the advantage of receiving
larger loans, and moreover, of receiving technical assistance. The
size of their holdings is no% taken into account.

2. Graduation policy. Each cooperative has its credit com-
mittee, which reviews the fincncial standing and the character of
menbers seeking loans, and also studies their savings and the invest-
ment plans previously prepared by the member with advice from live-
stock experts.

3. Number and type. The farmer's loan capacity can be seen
from the size of his land holding, shown in the following table, obtained
through the sampling taken:

Less than 1 hectare 16.8%
1-3 hectares 32.6%
4-8 hectares 22,0%
More than 9 hectares 14,59
No response 14,19

The following tables give an idea of the breakdown by
products:

Agriculture Livestock
Potatoes Ly, 59 Cattle 57 2%
Wheat 28.1% Hogs 35.3%
Rice 19.19 Poultry 35.7%
Barley 16.9% Other 16.5%
Fruit 1.9
Other 33.49

L. Other sources of credit. The lack of credit sources avail-
able to small farmers is one of the, reasons for the creation of savings
and credit cooperatives. : .

5. Profile of an 'agricultural community. The members of these
cooperatives are mostly low-and middle-income people, and their holdings
are approximately the same size. It is estimated that only 0.3% of the
small farmers take advantage of these loans granted by cooperatives.

In general, small farms are overshadowed by large and progressive estates,
which have access to bank credit.
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€. Loan policy and procedures

1. Portfolio. In accordance with the cooperative regulations,
some farmers may obtain extraordinary loans (on the basis of their savings)
in addition to the reguler agricultural and livestock loans. The policy
of the cooperatives on this point is to avoid a situation in which the
members would have several creditors, and therefore they always try to
finance their sgricultural projects in a comprehensive fashion.

2. Intersst rates. Until 1971, the charge was 10% annually
or 1% monthly on the unpaid balance. Beginning in 1971, they have
charged 12% annually or 1.5% monthly.

3. Collateral
k. Other Subsidies

5+ Evaluation Techniques. The manager and/or the field inspector
(extension agent) evaluates the utilization of these credit lipes by per-
sonal visits to the farms. Moreover, these evaluations are followed by
visits of agricultural and livestock experts who render technical advice
to the borrowers. The nurber of farm visits generally depends upon the
investment plan and the need for advice. The borrowers (members ) must
furnish personal references on their moral and financial standing (farm
owner, tenant, or worker), income, and record of repaynent of previous
indebtedness.

f. Collections

l. Repayment record. We can only state that the default rate
of the cooruratives does not exceed 10%.

2. Procedure. The borrowers make their payments on the due
dates, which generally coincide with the sale of their crops.

When a member fails to make his payment within the stipulated
period, the manager seeks repayment by means of personal visits or letters,
and, in certain cases, he may even resort to the courts.

Payment is made in cash or, in some cooperatives, may be made
in kind (wheat, rice). In the latter case, the cooperative receives the
product, confirms delivery to the mills by a delivery receipt, sends a
statement to the member showing the loan balance and deducts a percentage
to cover transportation and administrative costs.

g. Costs and financing.

l. Portfolio earnings and losses

2
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3. Beneficiary savings. Although the members, who are small
farmers, have adopted the savings habit to the extent of their means,
for them to be able to accumulate larger individual capital and con-
sequently to obtain more capital for the cooperative, a compulsory
savings requirement of up to 10% of the loan has been established.

k. External financing. Since the savings of the members are
not large enough to cover all loan requirements, the cooperatives have
had to seek aid from outside sources such as FECOAC (by supplying fer-
tilizers), cooperative banks, development banks, foreign cooperatives
and local development institutions.

5. Institutional stability.

6. External balance of DPayments.
h. Supplementary factors

1. Technology

a. Guidance, Packaging, and Packing. Part of the loans
are granted in inputs such as fertilizers after tests on the soil have
been made. The fertilizers and pesticides are applied with the assistance
of professionals since the borrowing members covered by the Directed Credit
program must accept and act on certain technical recommendations.

b. Program extension and supervision. Supervisory services
are handled through (a) managers or field inspectors who take care of the
investment part of the loan and (b) the agricultural experts from the
extension service of the Ministry of Production who provide technical
assistance and see that it is applieg. Brief courses are organized at
the cooperstive level to train farmers in the cooperative movement and
agricultural techniques. Likewise, seminars are organized at the
national level in order to train managers and field inspectors in the
techniques needed to supervise the membership.

¢. Other arrangements for the transfer of technical know-
ledge. In order to provide technical assistance to the members of these
rural cooperatives, FECOAC has an agreement with the Ministry of Production
whereby the extension agents of the Agricultural Extension Service render
this assistance. Several cooperatives have received this assistance at
different intervals from commercial firms or other local government
agencies,

The technical assistance programs of the Extension Service

have been increased by assigning additional personnel to work with the
cooperatives,
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To insure the regularity of the government's technical
assistance programs, FECOAC (and sometimes the cooperatives themselves)
pay the transportation costs of the experts (travel and per diem).

To cocedinate the agreement on technical assistance for agricultural
services with FECOAC, the Ministry maintains a professional coordinator
who supervises and assigns the work to the extension agents assigned to
work with the cooperatives in the provinces. (Close coordination between
technical assistance and credit is of Primary importance since separately
neither can achieve the results it is hoped to obtain in increasing pro-
duction and improving social conditions. Technical assistence has been
successful and the beneficiaries hope that it will continue to be s0.

d. Agricultural techniques. By adopving improved tech-
niques, the members are increasing production. In a survey among the
members of a Directed Credit program, the following acceptance rates
wera observed:

Use of insecticides 78.9%
Use of fertilizers 73.2%
Use of herbicides 43,09
Use of improved seed 52.1%
Use of balanced stock feeding 37.3%
Vaccination 64,19

In general, extension agents are persons with training in
teaching methods as well as a practical and theoretical knowledge of
agriculture.,

2. Supplies and sales

a. Supplies for the program. The cooperative members obtain
inputs in the following manmer: (1) Through direct delivery to the co-
operatives having their own warehouses and as a line of credit. (2)
Through delivery orders from private warehouses, also as credit, and (3)
Through direct purchase from warehouses by the member with the loan money,
depending on the investment plan,

It is the members themselves who handle inputs after receiving
assistance from the extension agents. There is no government subsidy. The
members pay market prices.

b. Program infrastructure. The credit brogram for agricultural
Production does not include the building of secondary roads nor irrigation
brojects unless the cooperatives in wome way sponsor these gs community
improvement factors. The cooperatives as such would not be able to af'ford
the building of adequate storage facilities.

c. General access and availability. To date, the private
sector handles the supplying of inputs, but FECOAC is attempting to create

& general supply center to achieve & more adequate, prompt distribution to
its members.
94



-8-

The high cost and the shortage or complete lack of inputs,
especially fertilizers, lead frequently to incorrect usage, and this is
a limiting factor in the expected production. Fertilizers therefore
do not have the impact that can be obtained.

d. Guaranteed sales and price support. Up to a certain
point, two products (rice and wheat) have a guaranteed market for sale
of the total crop at fair prices. Other products such as beans, lentils,
and peas, do not enjoy stable prices though the market absorbs the pro-
duction. Potatoes are subject to the greatest price fluctuation in the
market, and this causes problems in the growers' income. Some: members
Join together in order to obtain better transportation rates and to
market their products in areas that pay better. Likewise, some co-
operatives are involved in harvesting and marketing the crops through
their management.

e. Insurance. To date, the cooperatives do not offer
their members any insurance against crop loss or damage. FECOAC is
interested in this scrvice and is making the necessary studies.

f. Other program marketing arrangements., Little work has
been done in this field. Recently, plans for marketing production have
been drawn up.

g. General marketing conditions. One of the principal
obstacles in marketing is the existence of middlemen who impose prices
and conditions.

h. Earnings and risks. The introduction of certain tecch-
niques such as the use of fertilizers, pesticides, improved seeds, cte.,
has contributed to crop improvement, but other methods must be used to
obtain better results in production, which should be accompanied by
adequate marketing.

ITI. EVALUATION

A. Performance

1. Apparent uses of credit

In almost all cases, loans are used for the intended purposes. In
many cases, certain loans intended for production, when applied for, are,
before being invested for this purpose, used in transactions producing

immediate returns (purchase and sale of cattle). There is no information
on the use made of loans earmarked for "personal expenses."
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2. Results

In addition to the obvious increases in production and income
other areas were also developed.

a. Technology. The farmers increased the techmological level of
their inputs.

b. Savings and sources of financing. In order to.provide capital
for the cooperatives, there is a compulsory requirement that the member
must save up to 10% of the total amount of the loan; 1in most cases, the
members have agreed to this procedure.

¢. Employment. Twenty-five per cent of the members of the co-
operative savings and credit institutions in rural areas are farmers who
earn their living from apriculture either as owners or tenants.

d. Political and social structure. More than a political
influence, the cooperative movement in rural areas has had a social
influence, since it has brought people together in organized groups
for purposes of mutual assistance. It has been observed that the
members with greater resources (9 hectarves or more ) tend to improve
their condition. Members are eager to increase the size of their
holdings, and they therefore apply for l.oans to purchase land.

3. Image

The members are satisfied in part with the benefits derived from
their ccoperatives for agricultural purposes. both because are easy to
obtain and because of the low interest rates but they criticize the small
amounts of money available. More capital is needed to meet requirements.

General image of the program. The loan programs of the savinugs
and credit cooperatives for agricultural production are .onsidered to be
an outstanding success, though from the experience gathered an ad justment
is needed in order to obtain better results. The fact that, in its
program of activities, the Ministry of Production has stressed its work
with cooperatives coupled with the fact that international agencies are
prepared to increase their assistance corroborates this view.

B. Evaluation and Feedback Procedures
1. Program evaluation procedures.
A significant fact revealed by the evaluation was the increase in

membership, in savings, and in loans granted. The program was evaluated
by means of a sampling of cooperatives and borrowers.
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2. Feedback and Changes in the Program

In the evaluation, by relating production and income to the
adoption of practices, loans, and technical assistance, the impact of the
Program on members can be observed.

C. Conclusions on Loans to Small Farmers

We can affirm from experience that technical assistance and any
other develomment program designed to bring about change is useless unless
credit is readily available. The progress achieved by some organized
groups is due to the fact that these three factors have been combined.

1. Principal problems of small farmers

Economic: They do not have access to all sources of
credit, and local loan companies exploit them by charging high interest
rates.

Social: There is a lack Jf education, housing, health,
and nutrition standards.

Political: As a result of the lack of education, small
farmers are easily exploited by the demagoguery of certain political
leaders.

2. The role of credit in the solution of these problems

The loan programs of rural cooperatives have given small
farmers access to sources of credit, which in turn has allowed <hem to
provide a better education for their children. In addition to the loan
itself are political action, disease prevention, and nutritional education.

3. Credit and new technology

A large amount of institutional credit is essential in order
to achieve a higher technological level since, with sufficient capital,
the cooperatives could satisfy all requests for improved seeds, agri=
cultural inputs, and machinery and irrigation projects needed by the
farmers to obtain larger yilelds.

4. How to improve the program

The most important factor in the growth and success of
the Federation (FECOAC) has been the faith that its leaders and admini-
strators have placed in the system. And, the positive benefits of
the financial assistance received from AID are undeniable. This
assistance becomes more significant, however, when it is granted
without middlemen and when it is used for plans and programs designed
by the Ecuadoreans themselves.
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We must also give recognition to the FAO whose participation,
although small in scope, has helped us with our programs.

My very personal view is that we must ray greater attention

to the programs which aid the small farmers directly, especially credit,
technical assistance, etc. '
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PROBLEMS AND RECOMMENDATIONS

The results of the Directed Credit programs have so far been positive
though not spectacular. There is no doubt that credit combined with
technical assistance is a feasible concept. Ir our analysis of the
program we have found certain deficient elements, with the most
criticel deficiencies being:

1. A lack of adequate credit.
2. A lack of effective technical assistance.
3. Marketing probiems.

In this last section, we shall summarize these deficiencies and follow
cach analysis of the problem with recommendations for improvements.
The five problems are: Credit, Technical Assistance, Marketing,
Managers and Members.

A. CREDIT

Problem - The major problem with credit is the lack of funds to
satisfy the minimum credit requirements of the program. One of the
reasons for this lack of funds is that many of the cooperatives do not
have any contacts with the available credit institutions from which
they might obtain additional funds.*

Recommendations - Our recommendations to FECOAC for strengthening
the financial basis of the cooperatives in the program are:

1. To select for these Dirccted Credit programs those cooperatives
in good financial standing whica might be interested in this program.

We would suggest that the Following three requirements be fulfilled:

a. The cooperatives must have showm a systematic normal increese
in their savings over the preceding year.

b. The cooperative must be able to pay for the services of a
manager and a field inspector.

¢. The majority of the members of the cooperative must be farmers.

The criterion of a systematic normal inecrease in savings gives us
an approximate indicator of the financial growth and stability of the
cooperative. If necessary, another criterion might be used. The
reruirement that the cooperative be sufficiently solvent to employ a

* We have observed that some cooperatives have been forced to limit
their granting of loans and the majority have suspended the granting
of preferential loans (5 or 10 x 1).
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manager and a field inspector is absolutely necessary since the credit
program in each cooperative cannot be effective without the services of
a menager and the supervision of a field director. The requirement
that the majority of the members be farmers will insure that both the
manager and the other officials dedicate themselves to the success of
the program.

2. To help the cooperative manager to establish and maintain a
permanent relationship with the available sources of credit,

Available sources of credit include the Cooperative Bank, the
Development Banks, CARITAS, cooperatives in foreign countries, and
local sources such as churches and commercial banks. FECOAC should help
the cooperatives find sources of credit and assist the manager in ful-
filling the requirements needed to obtain a stable line of credit.
FECOAC should also make every effort to persuade the credit institutions,
especially the Cooperative Bank, to simplify their requirements for rural
cooperatives and to set credit terms that fit the needs of each coopera-
tive,

3. To establish a credit fund, under the control of FECOAC, which
may be utilized in the financing of the Directed Credit program.

This fund may be obtained from domestic or international credit
sources.

Problem - Another problem we encounter with the credit program,
is that it has not been organized as a separate and distinct section
with the cooperatives. There are no points of reference for the
inclusion of cooperatives or individuals in this program. Theie is no
separate accounting system. The investment plans are no' standardized.
No minimum requirements have been established for the Directed Credit
loans. No evaluation system has been instituted. Nor has responsibility
for obtaining technical assistance been fixed. There are no methods of
control., The following recommendations are made in order to help
FECOAC formulate a more clearly defined program.

Recommendations

1. Bach cooperative should have a field inspector working in
its Directed Credit program. This paid field inspector, working either
part time or full time under the supervision of the manasger, should
assume the following responsibilities:

a. To work along with the member in preparing an investment plan.
b. To provide technical assistance to the member.

¢c. To obtain technical assistance from agronomists for groups
of members facing similar problems.
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‘ d. To visit each member with a loun periodically in order to
help him, confirm that the loan is being used as was originally planned,
and if needed, to maeke changes in the investment plan.

e, To review the member's investment plans with him as soor. as
he has paid off his loan, and obtain the information needed to ascertain
the measurable production results.

2., The cooperative should also carry separate accounts for Directed
Credit loans. Aside from the separate accounting, there should be a
separate file exclusively for the members under this credit program
which would also contain their investment plans. This would be very
‘useful for control and evaluation purposes.,

3. Credit guidelines for loans granted under Director Credit
should be established. We make the TYollowing recommendations:

a. A minimum savings of S/400 would authorize a minimum loan
of §/2,000, that is five times the amount of the savings.

b. Systematic savings by the member for a minimum of three
months before he may requast a loan.

¢. The limits for Directed Credit loans should be from five
to eight times the amount of the savings.

d. Terms for the loan should be based upon the product. (For
example: five years for cacao, four years for livestock, etec.)

e. The amount of the loan should be adequate to completely
finance the operation, tuking into account the borrower's financial
resources, (For example: one hectare Of wheat S/1400, one hectare
of potatoes $/8,00, a rice-paddy S/1,00.).

f, Directed Credit loans should be granted on credit lines
so that the member receives it in several payments, in accordance
with his investment plan.

g. Capitalization or savings by the members in the program
should be 5% instead of 10% which we regard as too high for the
majority of our members.

h. Ilembers that do not use their line of credit in accordance
with the original plan or who are reported by the field inspector will
lose the right to receive the rest of their line of credit amd be
totally suspended from the progran,
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4. An investment plan should be prepared for ecach loan. An invest-
ment plan should be a learning process for the member, and he should
understand each step taken as he works out the plan with the field in-
spzctor. This plan should include all cost estimates, including the
cost of his and his family's labor, a time schedule, production estimates,
prices, and, finally, earnings. These estimates should be compared
as closely as possible with the real costs when the member finishes paying
off his loan.

5. Methods of systematic evaluation should be incorporated within
the program. Three aspects of this program requires evaluation:

a. The effectiveness of technical assistance. There should be
an on-going informal evaluation based upon reports presented by the
FECOAC credit program director or a member of his staff. The coopera-
tives' field inspectors, the manager, the agronomists, and the members
should be informally interviwwed after the field visits.

b. Loans, savings, and members. The Annual Reports should
include figures on the increass or decrease of the number of members
in the program, the number and amounw. of the loans, and figures on
the savings of the members. The information for these indicators would
be based on the records of the cooperative participating in the program.

¢. Production results. There should be an annual sumery based
upon the reporis prepared by the field inspector of each cooperative,
taking this information from the investment plans. This information
could be obtained when the member pays off his loans.

B. TECHNICAL ASSISTANCE

Problem - All the cooperatives lack adequate technical assistance to
give the members in the program. In some cases 75% of the members have
received this assistance, while in others only 25% have received it.
Since Directed Credit requires technical administration of the loans,
it is imperative to furnish the needed technical assistance.

Recommendation

l. The field inspector, with the help of the manager, the cooperative
Board of Directors, and FECOAC, should establish an maintain an on-going
relationship with technical assistance sources. Possible sources of
technical assistance are:

a. Governmental organizations (Agricultural Extension Service
of the Ministry of Production, Andean Mission, INIAP, National Wheat
Commission, National Rice Commission, etc.

1032



- 16 -

b. Commercial companies (FERTISA, El Campo, Kruger, etec.)

c. FECOAC (some agricultural experts have been "ioaned" to
FECOAC to work on the program).

d. Agronomists from the School of Agronomy.

e. Agricultural experts engaged by cooperatives or groups
of cooperatives to work with the members.

f. Cooperative members who have acquired skills either
through personal experience or frmm courses. This is a valuable
source which is often not utilized.

Problem - Technical Assistance, when it is available, of'‘ten has
8 limited effect on improving production, that is to say, the technical
assistance provided seems to be of very poor quality.

This deficiency is not due to a lack of professional knowledge;
rather, it stems from inadequate teaching methods and a lack of effec-
tive communication between the expert and the farmer. The problem is
to improve the informational brocess and the teaching of skills.

Recommendeations

1. Agricultural experts must improve their educational methods.
This is a key factor in improving the quality of the Gechnical assistance
provided. It is not the lack of knowledge itself, but the way in which
it is made available to the farmers that creates problems in the credit
program. For this educational process to be effective, the expert him-
self requires information on his own effectiveness (feedback)., He
should be familiar with several teaching methods and should learn more
about the problems and skills needed for communication. There are
three possible ways of improving the teaching techniques of the experts:

a. There should be periodic meetings between the agricultural
experts of an area (governmental, commercial, private, etec.) and the
field inspectors, managers, farmers, and FECOAC representatives. The
main objective of these meetings would be to provide both the experts
and the field inspectors with the necessary feedback on the effective-
ness of their programs. Common problems and ideas could be discussed.

b. There could be visits by other agricultural experts and
communications experts for the purpose of illustrating tesching
methods, discussing communication problems and barriers, group dynamics,
and problems in general. These visits would stress the educational
process but they would also be a good opportunity to discuss new agri-
cultural techniques.

c. There could be "living laboratories" on human relations for
agronomists, field inspectors, and managers.
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2. The experts should work with small groups of members but not
with individuals except in special cases. Group teaching can be as
effective as individual instructions, especially when we are dealing
with practically uneducated farmers who are timid about asking
questions. These farmers, in a group, would learn from each other
as well as from the expert. Group teaching is also more efficient
and effective because in this fashion the expert can render services
to a much larger number of farmers than if he tried to deal with
them individually.

3. Demonstration parcels or animal experimental projects should
be set up for the main products or potential products of each coopera-~
tive in the region. This traditional method should be applied with
the members in the credit program, with emphdsis on costs. Moreover,
an effort should be made to introduce other crops in the area, if
conditions permit.

C. MARKETING

On the bases of our observations, we can affirm that the program
is truncated, and it will not fulfill all its goals unless it is
complemented by a marketing program. We wish to point out a few of
the problems that will impede the effective accomplishment of this
goal.,

Problems
a. The individualism of the members. They believe they get better

prices if they sell their harvests privately. There is a mutual distrust
among the members. Also, they market their products according to tradition.

b. A lack of operating capital. This prevents {the members from
having the means to sell their products in other areas where they might
get better prices or terms.

¢. Not knowing what crops are best suited to the soil. There are
no lines of demarcation between optimal areas for each crop, and this
means that the members often till marginal areas. There is a lack of
economic~technical criteria on soil quality, climate, marketing needs s
demands, ete., and this often creates surpluses at harvest time
(potatoes, for example) that exceed current demand.

d. The lack of adequate storage facilities. In certain sreas all
the crops are gathered at one time, which increases the supply, while
demand remains constant and thus prices drop. This is due to a lack
of adequate facilities to store the crop and aiait better prices.

€. Price fluctuations. As a result of these aforementioned factors,
we find that the members receive ridiculously low prices for their
products which often do not even cover their fixed and operating costs s
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end cause losses which counteract both the efforts of the cooperativists
and impede the goals pursued by the supervised credit program.

f. The problem with the municipal authorities. They make demands
or set up obstacles by, for example, forcing sales to certain purchasers,
fixing prices arbitrarily, imposing fines, etec., to which demands the
farmer cannot accede without demage to his own economic situation.

Recommendations

a. To carry out an in-depth study of marketing of the main products
of the cooperatives in these areas where the credit program is in effect.
This study should seek to teach and make the members aware of the need
and advantages in selling their products collectively; for exdample,
proper and systematic advertising.

b. To obtain the coordination of govermmental organizations for
adequate planning, based on technical~economic criteria, in assigning
crops to areas best suited to them.

c. To secure from the respective authorities coordination in the
installation of storage areas for harvested crops.

d. Setting of minimum prices by the govermnmental authorities as
the basis 6f a realistic assessment of production costs.

e. Obtaining special credits for the transportation of harvests.
D. MANAGERS

Problem - Some managers have very little interest in promoting the
credit program. This lack of interest would seem to stem, at least in
vart, from the fact that this program involves more work and time for
then.

Recommendations

1. The field inspector, under the supervision of the manager, should
assume the daily responsibilities evolving from the program. His job
should include preparing the investment plan in conjunction with the
member, field visits, and arranging to have the agricultural experts
furnish technical assistance.

2. The managers should have some economic incentive for participating

in the program. (Increase the interest by 0.5% on all loans under the
Directed Credit program. )
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Problem - Some managers have a very Llow opinion of Directed
Credit programs and the administrative methods used in their coopera-
tives. This lack of understanding is due to a lack of defined reference
points and inadequate training for carrying out the program.

Recommendations

1. A manual on Directed Credit (being prepared by FECOAC) should
be_distributed to managers, field inspectors, agricultural experts,
and members,

2. As a prerequisite for entering the program, all managers of
participating cooperatives should be given a training course,

3. A FECOAC representative should periodically visit each coopera-
tive participating in the program in order to discuss problems with
the staff and especially with the manaser of the cooperative,

Problem - Most of the managers have never bothered tc¢ establish
close and permanent relations with the organizations or individuals
that aid the cooperatives with both credit and technical assistance.
This defect seems to stem either from the manager's lack of knowledge
of the sources available and/or a lack of personal motivation.

Recommendations

1. FECOAC should prepare a directory of the organizations which
provide technical assistance or credit sources to cooperatives and
publish it annually. This directory should be sent to all cooperatives,

2. Each manager, working with FECOAC, should establish the contacts
needed to obtain the necessary technical assistance and credit for their

cooperatives.
E. MEMBERS

Problem - Many of the members in the credit program lack a basic
knowledge of the program. More than 80% of the members understand
Little or nothing of what Directed Credit really means. Only half the
members in the program have attended courses offered by the cooperative.

Recommendations

1. To design graphic material which will explain clearly and promote
the concept of Directed Credit; for example, slides, color pictures,
comic books, posters, and pamphlets, in general, The cost of these
materials should be peid for by agencies such as USAID, COLAC (Latin
Americen Confederation of Credit Cooperatives), and other international
organizations.

1.0%
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2. Arrange visits with members of cooperatives to discuss problems

and ideas relating to Directed Agricultural Production Credit., FECOAC

is currently sponsoring these visits.

3. Offer courses on Directed Credit and the cooperative movement.
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SUMMARY

Description

The Directed Agricultural Production Credit program began in Ecuador
in 1965 with the objective to combine credit at preferentiel terms
with technical assistance for the farmer. Murketing is not an
element of the progrom. This evaluation study was designed to measure
the results of this program in terms of increased production and
increased income for the sixteen cooperatives which were, according
to the Nat:onal Federation of Savings snd Losn Cooperatives (FECOAC),
in the oparating phase of the program. These sixteen cooperatives
are located in six provinces of Fcuador, in the mounteins and on the
coast, and have members who grow & wide range of products such as
rice, corn, potatoes, wheat, barley and roise cattle, milk cows,
p1gs, chickeas, sheep, and guinea pigs. Half of the farmers who
received loans in 1971 owned three hectares or less of land., Only
14% owned 9 or more hectares.

Each of thr sixteen cooperatives was visited ond their records were
carefully exumined. In 1971, 1,171 cooperative members in the
sixteen cooperatives obtoined a production loans for agricultural
purposes for o total of about six million sucres (U.S. $ 740,000).
About 609 of these losns were to raise animals and 40% for agri
culture.

The mansgers of each cooperative were interviewed and a rondom sample
of members from nine of the sixteen cooperatives were also inter
viewed. Farmers who did not belong to the DAPC program wrre also
interviewed as a control group. The findings cnd recommeniations

of this cvolustion study ere based on this datu and on the observa
tions of the reswearch team.

Results

The results of the DAPC program are positive although not dramntic.
Production incrcascs of least 20% ure reported by 43% of the DAPC
members comparcd to 37% of the control group, with only 244 reporting
production declines compared to 30% of the control group. These
results, although not spcetaculer, conform to the impressions gained
by the riscorch te2a in the ficld. Income increases were 1180
reported in the last year (1971) by DAPC members. All the specific
indicators support these conclusions, some more striking thon others.
The research teum concludes that the concept of directed credit is
viable but that many problems necd attention if stronger rcsults

are to be obtaincd.

Problems

The three principal problems of the DAPC program ore lack of adequate
credit, lack of effective technical assistcnee, and marketing
problems. In addition there is the administration probilen that the
progrcm hos not been set up as an entity within each cooperative.
Thot 18, there are no separate records kept of DAPC loans and there
are no comnon guidelines for cooperatives for the program. In tech
nical assistancr:, besides the lack of available agronomists for
cooperative members, there is a serious problem with the effectiveness
of the teaching ncthods of the agronomists who are available. Finaolly,
there is the mcrketing problem which tends to frustrote the final
goal of obtcining increased incom: from brtter production. Farmers
sell their products on their own to middlemcn or in the markets of
the nearby village ot low priccs. A morketing phase to complement
the DAPC progrom appears to be nwcessary in order to complete the
program's objectives of higher inconi: through more efficient

roduction.
P Reproduced from
best available copy.
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Summary of Recommendations

FECOAC should assist the managers of DAPC cooperatives in establishing
and maintaining relationships with available technical sources in the
field. Agrononists from the Ministry of Production should be provided
by FECOAC when other technical nssistance sources are not available.
In addition, FECOAC should set up the DAPC program as a scparate
entity with speciflic guidelines, troining courses, and with the
requircuent thoi a ficld inspector work for each cooperative to help
the manager. Outside louns from credit institutions for eacch cooper-
ative should be arranped espeeially for DAPC loans to members.
Continuous truining progirans and zupervision for both the cooperotive
managers and 1'ic:ld inspectors should be inmplemented by FECOAC., The
marketing problen should be studied in depth in collaboration with
other intercsted institutions, especially of the government, and
efforts should begin to attoin stable, rensonsble prices for the
products of the members.

IX. OBJECTIVES AND METHODOLOGY

This is an ecvoluation study of the Directed Agricultural Production
Credit Program (DAPC) of the National Federotion of Credit and Savings
Cooperatives {FECOAC) of Ecuador, It is concerned with the cwrrent
state of the program in 1971, with the results of the program as of
Deceuber, 1971, and with ways of strengthening it.

In o lorger cense this atudy is 4lso concerned with the viability of
the concept of dircected production eredit. The concept of directed
credit is deceptively simple to coabine credit for production with
techniecl assistance. Credit for production, according to FECOAC,
should include: (1) an investment or Work Plun, (2) paynent of the
locn in installnents as necded instead of in o lump sun, (3) control
of the 1oaa by ficld ingpoctors, end (L) obligotory savings of part
of the loan, usually about 10%.  Tcchnieal ussistance rcequirenents

are (1) ottendanec at preparctory csurses which nay include subjecte
such as cooperativisn, tecinical pructices, and explanations of the
dirceted credit eoncept, (2) otteodciuce ot dewonstrations of tech
nienl practices, (3) usc of inproved sceds end aninols, (U) use

of fertilizers and veeciantlion of anincls, aad  (5) use of methods

to control anipal peresites wad 501l wordis.  In practice, however,
wany complicoting fuctors unter into the picture, such as availability
of credit, availubility of appropriate tochaical assistance when
necded, wescher, narheting problews, fluctuating prices, understanding
by the borrower of' thi: concept its-lf; iu short, all the problems
which ugually attead poor faruers in underdeveloped countries.

The testing of this concept bugan in 1965 with a pilot project in the
northera countain province of Carchi. The progrci was rapidly
expanded Lo include many other cooperatives, However, this study

is not concerned with the growing pains of the program which have been
written about by a nunber of observers and participants from different
perspectives. *

¥ Monual de Crédito Dirigido pare Produccidn Agricola", Percy Avran and
Ney Ldpez, 1968.
"A Study of a Pilot Project in Directed Agricultural Production Credit in
Ecuador", John S. Davis, Noveuber, 1969,
"Prograna de Crédito Dirigido a la Producceidn, a Través de Cooperativas
de Ahorro y Crédito Informe de Desorrolls”, Carlos Flores Romero,
Jonuary, 1970.
"Estadf{sticas de Evaluacidn dcl Progroma de Créditos Dirigido en las Coo-
perativas Rurales Afiliadas a FECOAC", Ing. Agr. Arnulfo Ibarra, Dec.1970.
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Our purpose is to provide an informud base for further improvement
of the progra..

But before launching directly into the description of the DAPC program
and its results we sholl set forth the objectives and methodology of
the study. It 1is iuportant for the reader to know the sources of
information and ncthods of analysis used which provide the basis for
our conclusions so that he can uake his own Judgenents as to their
validity.

Objectives
The objectives of this evaluation study are:

- To cceurately descrive the DAPC progren.

- To evaluote the reasults of the DAPC prograa.

- To analyze [actors affecting the DAPC progron.
- To recomena iuprovenents for the DAPC program.

Methodology

Seventeen credit cooperatives were designated by FECOAC as those which
were fully integrated into the DAPC progran. *¥* Sixteen of these
cooperatives couprise thr uniiverse for this evnluastion study. One
suell cooperative, Sucda, wos excluded because 1t is located in the
province of Moronn Santings in the Oriente (Jungle) and would have
been costly o visit. Each of the sixteen cooperatives wos visited.
The manager was interviewed; dota fron the records of the cooperative
on all productiosn loans for 1971 were gathered; and 284 structured
interviews were obtained frou a rondom sample of loan recipients from
nine: of these sixtcen cooperatives.

In oddition two control groups were sought. One group of faroers who
were nenbers of credit coops and had received production loans but
had not reccived techaical ossistance (28 interviews). The other
group wes farcers who hud received technical assistance but had not
had production loars (50 interviews).

Criteria for inclusion of individuals in the DAPC progranm for purposes
of this study werc:

51) Member of one of the sixteen designated cooperatives.

2) Recipient of a 1loan during 1971 (including renewal of a loan
in 1971).

(3) Purposc of the loen for agricultural production or raising
aniuanls.

Excluded were rccipicats of loans for corwerce, artisan machinery or
rmatecials, personal energencies, home building or furnishing, or
purchose of personol iteus. Also excluded were rccipient of loans to
buy or rent land because these transactions, although reloted to
greater production of crops or aniuals, are not presently included
within the scope of ocvailable technical assistance,

¥ Tus other groups of cooperatives are in various stoges of progress
toward beconirg full fledged :uembers of the DAPC progrom according to
a report prchrPd by Ing. Arnulfo Ibarra in Decenber, 1970. (Estad{sti-
ca de Evaluncidn del Programe de Crédito Dirigido en las Cooperativas
Rurales afiliadas a FECOAC").
13 Cooperatives beginning to use directed credit; 18 couperatives in
the study oand pronotional phase; the overall total number of cooperatives
in soue phase of the DAPC prograi is UT.
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The study was conducted in four phoses:

1. November 8 .- 19: Planning, basic data gathering, interviews with
ranagers, preparction of guestionnaire, pretest of questionnaire,
preparation of code for ihe questionnaire.

2. November 22 .. 26: Basic data guthering, interviews with nanagers,
preparation of the saiple, training of the six-man interview tean.

3. November 09 . Decenber 31: Basic dete gathering, intervieuws with
nanagers, conducting interviews with cooperative nembers and
control groups, coding of the completed questionnaires.

L.  Jonuary - February, 1972: Deta processing, analysis, and report
writing.

The Sauplc

The deseriptive data about the actual seope of the DARC progran were
based on a cooplete sample of all sixteen cooperatives. In sone cases
when the cool was visited in Novenber or ecarly Decenber, 1971, esti-
rmates were made for these months. The basis for each estincte, when
necessary, is cxplained In the notes to Table Three. All but one of
the sixteen coosperative nanagers were interviewed (see Annex A for
the interview schedule) by Rodrigos Mera or Roberto Cruz, usually
together. The one exception was due to the absence of the nanager.
His assistunt was intcrviewed instead.

The sonple of nenbers »f DAPC cooperatives was drawi as follows:

(1) The sixtecn cooperatives were prouped into four areas (Carchi,
Pichincha, Tungurchusn.Bolivar, ond Los Rfos-Guayas).

(2) Two cooperatives in cach arer were selected by agreerent between
the FECOLC Diccetor, Ledo. Manuel Benftez, ané the research tean.
Sou: were designoted by the Director, others were sclected at
randor.

(3) The only chonpe was that the rescorch teonm decided to add, for
saupling purposes, an additionol cooperative in the province of
Carchi. The additlonal eooperative (Scn Pedrs Huoca) was only
three kiloueters feon one oalready cclected (Santa Teresita) ond
had originclly been part of it. Thus nine caoperatives were
sarpled Instead of the originel eight.

(4) The cooperatives sappled wero:

(c) 1n Carchi (all tnree) - Corchi, Santa Teresita, and Son
Pedrs Huaca.

(b) In Pichincha (two of four, sclected at randam) - Progreso
and Faulo VI.

(¢) In Tunguraiua-Bolfvar (tws of the six) . John F. Kennedy
(Tungurahun) and Guaranda (Bol{var).

(d) In Los Rfos (tws of the three) - Daule ard Puebloviejo.

These nine cooperatives represent 73% (853 necbvers) of the total
nurber of DAPC cooperative nenmbers in 1971 (1,171 nenbers).

(5) A conplete 1ist of DAPC members (those with production loans
for 1971) was prepared for each of thesc nine cooperctives. A
randon sonple was selected of about U5 nerbers with the goal of
obtaining at least 2 to 35 intervicews. This flexibility was
neeessary due to the diffieulty of locating an individual and,
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sanrtines, due to the distance between the neubers hone and the
cooperative heodquarters. Most of the cooperatives were visited
on rarket day to facilitate contacting the selected interviewees
in town rather than in his fields. The goal of P to 35 inter.
views per cooperative was reached in all but one case, Guaranda,
where vesistance and lack of caoperation of the monager was
encountered. Apparently, in Guarandc nany cooperative nerbers
had been ndvised by sutsiders a couple of weeks prior to the
tean's visit not to ¢ive any information to strangers because
strangers never fulfill their promdses of help or assistance. The
warning was to refuse > be interviewed by other outsiders. They
refuged.

(6) The saple was as follows:

Cooperative No. DAPC Me:bers Sample
Carchi 195 36
Santa Teresita 111 25
San Pedros Huoca 54 22
Progress 96 33
Pauls VI 31 31
Jddhn F. Kennedy T1 35
Guaranda 106 28
Daule 124 34
Puebloviejo 65 35
Totals 853 284

(7) The sample for cach cooperative was weighted according to the
proportion of DAPC cooperaiive nenbers in the cooperative to the
overall total in order t5 arrive at estirntes for the total DAPC
progran rienbership. The seven cooperatives that were not sanmpled
werc asguned to be sufficicatly siailor in basic choracteristics
to sone of the sanpled couperntives to be included in the overall
total on a weighted basis. Each of thesc seven cosperotives were
natched with a sarpled edsperative as fallows:

Cooperative Not Serpled Cooperative Sanpled  Province

Yoruqu{ Progreso Pichinchn
Puéllaro Pauls VI Pichincha
San Miguel Guarznda Bol{vor
San Pedro Guaranda Bolfvar
Magdalcna Guaranda Bolf{var
San Antonis Puebloviejo Los R{os

Analysie of Infornation

Description of scope of the DAPC progran in 1971 is based on the
records of each of the 16 cooperatives. Descriptive analysis of the
interviews with the cooperative uanagers and the description of each
cooperative are done by Rodrigo Mera and Roberts Cruz based on their
vigsits with each cooperative.

Analysis and evaluation of results of the DAPC progran are based sn
the data obtained from 284 interviews of DAPC cooperative nepbers.
Results are necasured in terns of incone differences fron 1970 to 1971,
and in terns of production inereases of 20% or nore betveen the last
horvest and the previous osne. TIn sone cases there were two harvests
in one yeor, in others, only one horvest per year. Inereases in
aniial productiosn were based on last year (1971) and previous year
(1970) diffcrences. Couparisons are nade with the control group,
compased of individucls without credit but with technical assistance
and of individuals not rec:iving technicol assistanee but receiving

credit.
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III.

Various factors, such os size of land holding, amount of credit,
nuaber of contacts with an extentionist, or use of farm plan are
analyzed to sec what effect they have on increased income or
production.

Recouriendations
The last phase of the study consists of recomnendations for strengthen
ing the DAPC prograr. They ore based on the evidence provided by the

interviews with cooperative uenbers, nanagers, and on the impressions
of the rescarch teau.

DESCRIPTION OF DAPC PROGRAM

In this section we present, Tirst, general descriptive information
about a nuiber of foctors relating to the DAPC progran. Sccond, we
set Torth brief descriptions of each of the sixteen cooperatives in
the DAPC progran based on the inmpressions geined by the researcin tea
in their visits to each onc.

Scope of the Progran

The scope of the DAPC prograri can be indicated by: the nuiber of
participants, the nunber o7 cooperatives, the amount and type of loans,
cost per participant, locality, average size of land holdings of
participants, and the products of the participants. Each of these
factors are discussed below. All the infornmation pertoins to the ye~-
1971. 1In addition, three tables sunnarizing the loan data are

included (Tables One, Two ond Three).

Number of Participants

1,171 participants which represent 23% of the active merbers of the
sixteen DAPC cooperatives. Rules for defining active tieribers vary
fron cooperative to cooperative but generally they include recbers
with sovings of & 100 or nore or who have nade deposits or received
loans within the past six wonths. (See Tables One, Two and Three
below for dctails).

Nunber of Cooperctives

16 cooperstives werc designated as DAPC cooperatives by FECOAC for
purposcs of this study.

Amount end Type of Loans

In 1971 a total of 5 5,919,208 (US$ 236,800) in production loons were
granted by these sixtcen cooperatives -- 42% (2,L9h,124 - Us$100,000)
for ogriculturcl loans and 584 (S| 3,422,084 . US$ 136,800) for aninnl
loans. (Ser: Tables One, Two and Three below for detoils).

Cost per Partieipant

The cost per cooperative for the year 1971 was S 11,390 (US$ 456).
This estirnote was colculated by prorating the generol cost of FECOAC
per cooperative (indirect costs) cnd the direct costs of exten-
sionists wlio are working with the prograr. (See Table Four).

Locality

The DAPC program is national in scope including four provinces in
the Sierra (mountoins) of Ecuador and two provinces on the coost.
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Average Size of Land Holdings

An estinate based on the veighted sample of parrieipants of land
holdings for the entire prograir is as follows:

Less than one hectare 16.8%
1 . 3 hectares 32.6%
b 8 nhectores 22,09
More than 9 hectarcs 14. 5%
No response 14.1%
TOTAL 100.0%

Products of Participaonts

Principal products of participants vary with the region: in the
province of Corechi, potatoes, wheat and cattle; in Pichincha, wheat,
borley, corn, cattle and chickens; in Tungurahua, protatoes, wheat,
fruit trees, cattle, chickens and rigs; in Bal{vor, wheat, barley,
rigs and cattle; in Los R{os, rice and corn; in Guayas, rice., Tor
the progran as o whole products praduced are:

Agriculture Aninals

Potatoes Ly, 5% Cattle 57.2%
Wheat 28.1% Pigs 35. 3%
Rice 19.1% Chickens 35. 7%
Barley 16.9% Others 16. 5%
Fruits 1.9%

Others 33.4% 14k, 7%

The percentage 143.9%

The percentage represents the proportion of all PAPC nenbers who
produce the listed itern. Totals ore nore than 100% because rost
nenbers produce iiore than one product.

Technical Assistance and Promotion

Technical assistance in agriculture is provided by one full-tine agro-
nounist on loan to FECOAC fran the Ministry of Production. In addition,
sone cooperatives lhiave obtained the assistance of Agriculture Exten-
sion Service agrononists and other ogrononists such as those working
for agricultural product coupanics or who arec rembers of agricultural
college faculties. Pronotion of the directed credit progron is done
by the regular extensionists of FECOAC.

SR
oduced from
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TABLE CNE -8 .

SUMMARY DAPC INFORMATION  1.971

¥if

: TOTAL : _
DAPC PARTICIPANTS | TOTAL DAPC LCANS TOTAL AGRICULTURAL LOANS TOTAL ANIMAL LOANS :
TCTAL DAPC ;
1 [ i
CCOPERATIVES :% OF ACTIVH | | |
! No.  |MEMBERS OFi SUCRES ! Fo. AVERAGE SUCER9 No. | AVERAGE SUCRES No. : AVERAGE !
i DAPC CCOPS.| . (SUCRES) | (% OF TOTAL) (sucres) }(%¢ oF TOTAL) !
| i i i
H , . !
@ l !
16 ) ' ‘ i
COOPERATIVES 17 23% : 5,919,208; 1573 3765 2,ho4,124 ' 8gg 2756 3,422,084 674 soT7 ¢
] i (u2%) (584) 5
.' | ! |
: t i H




TABLE TWO -9 -
SUMMARY DAFC INFORMATICN BY FROVINCE (1971)
DiPC PARTICIE/NTS TOE.L IV.\PC LOANS AGRICULTUR..L LOANS ; ANIMAL LCANS j
) - ] , — P : :
| FROVINCE % OF a T : : 1 ] -
No. ACTIVE SUCRES No. , AVERiGE SUCRES No. ., AVERAGE ,  SUCRES No. | AVERAGE .
MEMBERS } s i SUCRES ' % OF TOTAL | __SUCRES ' 4% CF TOTAL !  SUCRES
r | : é : — | .
; CARCHI 366 2k ' 2,319,265 i hk3 : 5,235 563,527 i1 ; 3,6h7; 1,815,358 312 5,818 ;
; | ; : ! (22%) ' ) : ,
- _ ; ; — e ; .
' FICHINCHA 289 274 . 1,456,837, 315 3,885 394,360 - 167 2,362i 1,062,457 208 i 5,108 =
{ . H ; I
b ! ; ! (27%) . L (73%) 5 '
s ' ! - i ; | i !
- H ] H - ) ) ; 1 K
TUNGURAHUA 96 ‘ 219 423,942 227 1,868 303,973 142 i 2,1 119,969 85 ] 1,411
! . ! . ' i
} : (128) i ; (28%) ! ‘J
L i :
BOLIVAR 201 185 ‘ 1,112,063 239 ! 4,657 693,583 : 175 i 3,992 b1k 500 an 6,477
{ | (53%) i (37%) !
! |
105 RICS- 225 27% 606,061 ' 289 2,097 596,261 284 2,100 9,800 5 1,960
GUAYAS ! :
g (98%) (2%)
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' TABLE THREE -10 -
DAPC_INFORMATION BY COOPERATIVE - 1971
T P . i ,41‘_ e -~ _',___ h
DAPC PARTICIPANTS ! TOTAL DAPC LOANS ‘ AGRICULTURAL LO/NS ANTMAL LOANS ’
1\ . 4. ' — N
COOPERATIVE | . o i — I s 1
! No. Acrve ! sucmes Ho. AVERAGT |  SUcREs | No. | AVERAGE SUCRES ! No. AVERAGE |
MEMBERS SUCRES _ | % OF TOTAL | SUCRES _ : % OF TOTAL ; | SUCRES ©
—_——— iR SUC }
CARCHI i 195 25% 1,402,896 259 5,417 | 226,433 ' 66 1 3,431 1,176,463 1 193 6,095 .
—————— ! N (16%) _ o ; (8u%) | i
SANTA 111 ' % | 73,73 130 5,490 178,648 36, L,962 535,065 , ok 5,692 |
TERESITA . . ; (25%) i (75%) |
! :
SAN PEDRO 5k 4% 202,676 54 3,753 98,816 29 3,408 103,830 25 4,153
(HUACA) : B . (hof)_, ____. (51%)
YARUQUL ! 96 : 38% 526,53 120 ' 4,388 103,6€3 | 39 2,658 k22 865 81 5,221
—- _— — 2of) ..._(8o%)
PAULO VI N 1% 173,0kh 32 5,408 Lo,L74 17 2,381 132,570 15 8,838
i : (23%) | (17%)
PUELLARO | 6 1 Lsp 226,236 93 - 2,433 05,176 65 1,310 | 1b1,060 28 | 5,038
| (38%) (62%) J,
PROGRESC 96 25% 531,009 - 130 4,085 165,047 | 46 3,588 | 365,962 8y i b,357
— (31%) (59%)
JCHN F. : ! 20% 362,93 189 1,920 4 246,961 106 2,330 115,969 83 1,397
KENNEDY L L (ee%) (329)




TABLE THREE (Continuation) -1
DAPC TNFORMATION BY COOPERATIVE 1971
> e a— v 4‘! —
; DAPC PARTICIPANTS TOT.L DAPC LOANS AGRICULTURAL LOANS ANIMAL LOANS
' COOPERATIVE ___ . . !
' % 0F ’ ]
i No. ACTIVE SUCRES - No. ZVERAGE SUCRES ’ No. AVERAGE :  SUCRES No. AVERAGE
MEMBERS SUCRES | % OF TOTAL , SUCRES ;% OF TOTAL SUCRES
- —— T T Ml T ; H
: Li LIBERTAD 25 o4, 61,012 38 1,606 57,012 3% 1,564 ' 4,000 2 2,000 !
: e S — L "(93%) S (75) ]
| GUARANDA 106 145 L55,03% 1356 3,346 314,034 105 2,991 | 141,000 3 L4,54E
; — i _(E9) ! L (31%)
—_— - . T t—— -t T
SAN MIGUEL 25 204 207,968 25 8,319 : 161,368 21 | 7,684+ L6,600 b 11,650 !
, - . (7E5) — . : (22%) : i
' ) . i ;
SN PEDRO 2k 2% ! 207,56 ° 32 €,L89 119, 76€ : 22 . 5,uhlk | 87,900 10 8,790
GUANUJO : (58%) , ; (42%)
T T M . ]
MAGDALENA 4e 24% . 2k2,h15 ¢ v 5,292 103,415 27 i 3,830 | 139,000 | 19 7,3€
; | ; i (h33) | 1 o (T8)
T . 1 .
DAULE SE-UB 27% | 325,101 : 72 1,890 32h,%01 ( 171 1,897 700 1 700
; e} e i ; (200%) | ! i (o%) .
M i Ll T . .
PUEBLOVIEJO ! 65 ; 283 1€k,580 63 ! 2,612 155,460 ¢ 59 2,635 9,106 ! L 2,275
| , ' (952) _ ’ (5%)
1 . ! .
S\N ANTONIO | 36 ! ol 116,400 i 5h | 2,156 116,400 5k i 2,156 0 o 0
1 { H (100%) i P : i
b
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NOTES TO TABLE THREE

CARCHI

Data

Lgricultural loans for the period January Noverber, 1971, totalled

s 196,722 in 59 supor:te loans. Loans for Dececher, 1971, were estinated
by averaging the csricultursl loens for Jonuary, 1971 and Novenber, 1971.
The Decenmber, 1971, csticate was 8 29,711 in 7 scparate laens,

iniual Loans for the periad Junuary-Novenber 1971 tatalled §f 1,099,910
in 182 scporete loans.  Loons for Deceuber, 1971, were cstinated by
averogling the saiunol lozns for Jonuery, 1971 snd Novenber, 1971, The
Decenber 1971 wstinnte was 11 ioans totulling ) 7€,553.

SANT\ TERESIT;:

Data

L
agricultural loans for the periad Janusry Novenber, 1971 were S 169,382 in
35 separate louns.  Loans far Deccabor, 1971, were ustiated by averaging
the agriculturcl loans for Jowuary, 1971, and Noveber, 1971, The Deceuber,
1971 cstin.te wos dae loun for 8 9,2066.

Antuicl loeng for tie perisd Junuary Novenber, 1971, were S 519,020 in

92 separate lozns. Loans for Deccuber, 1971, were ostinated by averaging
the anincls loans for Jenuory, 1971, oand Novenber, 1971, The December 1971
cstinate was 2 louns for §f 16,045,

SAN_TEDRC HUACH

Data

Agriculturcl loans for thce perisd Jonuary  Noveuber, 1971 wer: S| 98,080

in 23 seperate locns. Lonas for Decenber, 1971, were cstinated by averaging
the anirals loans for January, 1971, and Novenber, 1971. The Decenber 1971
estinate was two loons for a total of § 9,750,

YARUQUI
Data

agricultur~l loons for the period January  Noveiber, 1971, were S 102,739
in 37 seporate loans. Luwans for Deccrber, 1971, were estinated by aVOraging
agricultural louns for Jonuary, 1971, =nd Novenber, 1971, The Decunber,
1971 loons esti.ate wes two loons for S 9bk,

Aninal licns for the period Junuary  Novenber, 1971, were S) 396,866 in Th
separate loans. Loons far Decenber, 1971, werc ostinated by overnging
aniuzls loans in Jonuory, 1971 and Noveiber, 1971, The Decenmber, 1971
estinate was seven loous for a total of § 26,805,

PAULO VI

Data

Pculo VI was visited on December 1 and 2, 1971, It was found that there
wag only onc loan for agriculture or aninnl production given by the

cooperative ofter the uonth of July. Therefore, no esti:intes for Decenber
arc appropriate: since it is unlikely that any loans would be made in that

onth.
Reproduced from %
’72 best available copy.
¢
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Thi: nanagenent of the Paulo VI eooperative distinguishes between darected
credit 1sans and production eredit loarz. Six of their loans in 1971 were
clossificd as directed credit loans, five of which were for chicken pro -
ductisn. The dcta in the descriptive tables above ineludes bath these
directed eredit loans and production ercdit loans.

FUELLARO
Dat:

The cooparatives Pufllars wus visited on Novenber 24k, 1971, Dota on pra
duction lomns were not availeble for Noveiber and Decenber, therefore,
estinotes have beecn rad: f£ar aninal production 1sans for these two nonths.

Twenty-thre: aninel production lotns for o totscl of s 117,550 were given
for the Jauuary  Octobur, 197.. period of ten vonths. Ten per cent of this
figure was estiinted as the aonchly louns rate. Thus the estiuote for
eniual losns for Noveber and Decesber, 1971, was 20% or § 23,510 in five
loans.

Agricultural production 1lsans prescnt » different situatisn, A1l but five
of the 65 agriculiural 12ans were for fertilizer in the January - June,

1971 period. Since the supply of fertilizer was cxhausied by June, no
further 1loans were given ofter this wuonth. Therefore:, no estinutes hove been
iede regarding agricultural loans for Rovenber or Dc¢eciber, 1971.  These
loans for fertilizer were for wheat and potatocs, Incidentelly, these 60
fertilizer loens wer: given without the nceessity of o formnl application
or ducision by the loan cormittee of the coosperative in order to facilitate
the use: of the fertilizer.

PROGRESO
Dcta

/gricultural lo~as for the periad Jonuary Novenber, 1971, were sl 130,699
in 41 scparate loang.  An ostiiate for De:cenber, 1971, was i0de by averag:ng
agriculturcl locus for January, 1971 nnd Noverber, 1971, The D:cenber,

1971 estiinte was five loans for n total of §f 34,348,

Animls laans for the veriad Jrouary - Hoverber, 1971, were S| 342,460 in
T7 seperate loans.  Ju astinste for Decerber, 1971, was nade by averaging
cninels losns for Januery, 1971, and Noveober, 1971. T Dezcenber, 1971
ustinate was seven locns for o tatal of § 23,502,

JOHN F. KENNEDY
Dzte

The: cooperative John F. Kenni 3y was visited Drcenmber 3, 197.. The date
zre coplete for tiv year 1971,

One: aspeet about the pattern of production lians >f this cooperative sihipuld
b noted.  Only 71 .cnbers of this cooperctive, with 357 “active" icubers
on thedr bosks have ruceived 180 production loans. Thure are five rwrbers
with six or nore loans. However, the average lsans ore auch s.onller than
for other cosperatives.

L/ LIBERTAD
Dzta
The cooperative Lo Libertad was visited on Nove: ber 17, 1971. Since there

were only two aninnl production loans for the period January October,
1971, no estietes for Noveuber and Decumber, 1971 were made.  Theose two

l.oans were to buy beel calves.
Reproduced from g‘;‘;’/@
best available copy. oS
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Thirty ogricultural loans for a totel of S 47,510 were node by the coaoper
etive in the period January October, 1971. The nonthly average is

S/ 4,751 in three 1oans. The estinate for November and Decenber, 1971, is
5/ 9,502 in six loons.

GUARANDA:

Data

The cooperative Guaranda was visited on Decenber 27, 1971, and couplote
dota on gogricultural and onifwnl loans for the yeer 1971 were obtained.

SAN MIGUEL
Data

The cooperative Scn Miguel was visited on Naverber 18, 1971. For the
period Jonuory  Noveuber, 1971, only 4 aniinl loons totalling S| 46,600 hod
been given by the cosperctive. Two of these loans were large, one for

§ 20,000 and the other for S| 17,000, for tic purchase of cattle. Since no
logical pattern see:is evident in aninnl 1oans, no estimate has been nade
for Deccober, 1971.

Nineteen loans for agriculturc were given by the cooperative for a totnl

of § 146,000. An estimate for Decenber, 1971, was oode on the basis of tix
average valur: of thesc agricultural lozns for the whole period.  The Decentr
1971 eatimnte was for two loans totzlling S/ 15,368.

SIN TEDRO GUANUJO

Data

The codperative San Pedro Guaiujo was visited on December 27, 197. 1Its
dota is complete.

MAGDALENA
Data

The cooperative Mogdalena was visited on Decerber 29, 1971. The data on
production loens is completd for 1Y7l.

DAULE
Inta

The codperative Daule was visited sn Decenber 20, 1971. The data on
productisn loans for 1971 1s conplete.

PUEBLOVIEJO
Data

The: cosperative Puebloviejo was visited on Decenmber 17, 1971. The data on
production loans is conmplete.

SAN ANTONIO
Dota

Agricultural 1oans for the perisd Jonuary October, 1971, were sl 97,000
in b5 separate loans. fin esti.nte for Noverber ond Decenber, 1971, was
rade by averaging the loans over this ten-nonth period. The Noveober -
Decenber 1971 estinate was S| 19,400 in nine loans.
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TABLE FOUR

ESTIMATED EXPENDITURES FOR THE DIRECTED CREDIT PROGRAM IN 1971

Indirect Costs
General sdininistrative costs 1
Direct Costs
Professionuls assigned to FECOAC:
Salaries 2
Bonuses
Local transportotion and per dieu 3
Two Dirceted Credit Pronoters:

Salaries 4
Local transportotion and per die.:

Directed Credit courses and seninars 2
FECOAC Extensiouists:

Saleries 6
Local transportution and per dien:?

Education Dirceclor:

Salary 8
Local traonsportation and per dien 9

Education expenditurcs 1o
Education naterials 11

Estinuted Grand Totnl for the Directud Credit
Praogreon in 1971

sl 12k,592. 77

115,275.00
20,500.00
69,754.00

38,401.26
7,794. 90

12,769. 66

80,914. 96
37,971.96

9,063.00
1,875.79

13,956.08

2,499, Lk

8l 535,36C. t

(u.s. $ 21,k00) *

Estinated costs per cooperative in all phuses of the

DAPC progran 13 1971 (47 cooperatives) 12

Estinnted costs per pecber who received production

loan in DAPC prograin in 1971

Estinnted easts per nenber of 2ll U7 edoperatives

wha barrowed for production purposcs 1

Estinmated costs per active iwenber of all 47
cosperatives in the DAPC progran 15

(u.s. $

(u.s. $

(u.s. $

(u.s. $

* Note: Dsllar sucre rote for 1971 wos $1.00 = § 25

425

Sl 11,3%¢. %
455)

sl 45T, ¢
18.%)

s 143
5. Th)
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NOTES TO TARLE FOUR

FECOAC geieral costs for 1971 s} 681,283, 42
Affiliated credit unious 1n FECOAC in 1971
according to manager of FECOAC 257 cooperatives

Costs pir cooperctive ia 1971:
penernl costs S 681,283.42 = 5 2,650,901
N3, of coopc. =» 257

Nunber of ~Ifiliated cooveratives in ~11 phascs of DAPC progran in
1971 according to stuiistics provided by FECOAC 47 cooperatives.

Estiinted cost per cooperctive in o1l phases of the DAPC progra.:
2,650.61 x 47 = S/ 124,592, 77

Estinated sularies for the professionals of the Ministry >f Production
assigned to FECOAC.

Lacal transportztiun aud per die.. paid to professionals assigned to
FECOAC, includling poysient to sther profissionals of the Ministry of
Production who worked with the prograt. froa tine to ti.c.

DAPC proroters who worked in Januery tirough Mcrch of 1971.

Taird Inter lnierican Credit Union Seninor (rural developuent) financed
by tae Credit Union Netional associztion (CUNA).  Ten per cent of the
general costs was for four cxtensionists of FECOAC. The nunber >f
participants was 42.

Twenty per cert of the tine of the regular extensionists of FECOAC
was estiated by the aanager »f FECOAC to be devoted to proinotion
of tiw: Dirccted Credit progran,

Twenty poreent of extentionist tronsportotion and per dien costs.

Ten per cent of the salary of the cducation director was estipoted
as applicable to the Dircctud Credit progrz.:.

Ten per cent Of the educstion director's transportation and per dien
costa.

Ten per ceut of the cduentlon prograis were eotinated to be related
to Directed Credit,

Ten per cent of the cost of cducction matcrinls applied to Directed
Credit.

The estirated cost of cach czoperative in all pheses of the DAPC
progran is:

Totol costs 535,366.82 = § 11,390.78
All DAPC coops Iy B ’

Estimnted cost pur uenber of the 16 coosperatives in the operating
stage of tie Directed Credit progran (1,171 tieubers):

Total cvsts  535,366.82 = §) 457,18
1,171
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14. Estlinte 28t of per nerber of cll DAPC cooperatives (47) who probably
rceeived praduction loan in 1971 bosed on the percentage of the
saple (23%).

Nuzber of cetive wenbers in all 47 eooperatives aceording to
the records of FECOAC = 16,230 cenbers.

Nusber who probably reccived production loans in 1971:
23% x 15,230 = 3,753 uwibers
Estinote of cost pur aenber receiving (estinated) loons:

Totol costs 545,366,862 = [ 143,41
Loan recipients 3,733

15. Egtinatcd cost per uenber of all cooperatives in all phases of the
DLPC progra..:

Totcl costs 545,366.82 = §f 32.99
A1l cetive neibers 160,230

INDIVIDUAL COOPERATIVES

In this section ecch cooperative is briefly described. Included is Table
Five which lists the basic general charocteristics of the sixteen cooper-
atives.

CARCHI
Descriontion

Carchii is one of the four credit unions in the city of Tuledn. This cooper
ative is couposed of 0% Toroecrs.  The cgricultural products arc: potatoes,
wheat, barley, cattle, ailk cows snd, Jn a sumaller scale, pigs and chickens.

Adninistration

The cosperative is progressing well prinarily due t> competent nanagenment.
The nanager displays grect interest in giviag end obtoining agricultural
techniczl assistoice help for the aenbers frown both governnental and con-
aereial sources. The cooperotive Lios acquired a2 deonstration farn to oid
perbers in learning practical kaowledge of new agriculturcl techmiques.
Tacre are plans to buy ngriculturzl achinery to scrve the ccubers at a
reduced cost. The anaper is 1lso interested in providing uew services
such os life insurance su 1oms and savings offercd by the Ecuadorean
Insuraice Cyapurative, an off spring of FECOAC (Crcdit Union Federation).

The Boord and Co.zittees o»f the cooperative coopercte with the Manager ia
these efforts and in the adainistration and field inspection for the
eooperative. Financially, the cooperztive hiogs obtoined funds not only
fron the Cooperative Bank but also fro: national bauks and other inter-
national sourccs.

Probleis
The problen of this cooperotive sre those which are generally found onong

all cooperatives in the DAPC prograw: lack of copitol, lack of sufficient
technicol help, and a need for further education of cooperative nevbers.
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SANTA_TERESTTA

g.-scrigt;o_n

Located in the town of Julio Andrade in Carchi, this rural cooperative
served us the pilot project in dirceted eredit in 1965. During this tine
the cooperative received intensive technical assistance fron FECOAC for an
extended periad of tine. In this growth period there was a unotable increasc
in the stondurd of living of the unenbers which was evident by the establisi
aent of a weekly narket in this town in order to £211 their products. At
the presant tine the cooperative does not wmintain their education and
pronotion prograns with the sare intensity and appears to be in a sluup.

The prsducts of the wibers are potatocs, wheat, barley, cattle, allk cows
and soue pigs.

Adninistration

The hancger appesrs tY be a nan who gave & great effort in the past and
now has eniercd in a decline. His cdoinistrative performance and his
relations with cooperztive nenbers are less effective; he is very capable
but appears tirced, Perhaps if he changes eosperctives or ossuies another
Job in the DAPC progron he will onee agoin beeouc effective. Tliere are also
three enployees in the eososperztive zdainistration whs do nat appear ncces
sary. The Board and Cooperative Cormittees cooperate with the nanager

but without enthusiasn., The wenbers of the cooperative receive techinical
assistonce fro.: on agrononist fronm the sgriculturcl Extension Scrvice who
has been assighed by FECOAC to the cooperctives of Carchi. The cosperative
haos received loans fro.. the Coopurative Bank but duc to lsan delinquency
taeir line of credit is closed.

Problers

The nain problen of this coosperative is loan delinguency coused by low
prices for potators.

There is also us pronotion for new nerbers, no educotiovnal prograns for
pre:sent aenbers and no help fron the Extensionist of FECOAC.

Silt PEDRO

Description

This cooperative is gituated in the gown of Huaca in Carchi. It is
progressing well in terne of new cenbers and increases in capitol. The
nenbers are wostly farners who raise potatoes, barley, and wheat along with
cattle, nilk cows and pigs.

/.d.inistration

The vanager is well notivated to provide cooperative education and tech
nical assistance to the nenbers. An agrononist is assigned by FECOAC to
agsist the cooperative by periodic visits to the neibers. Working with
the aembers, the agrononist las eustablished 2 der:ostration plot to raise
potatoes on one hectare of land. A nodel budget has been developed to sliow
tiue renbers the costs of each phase of production and whether there has
been o profit or a loss.

Problens

Lack of help fron the extensionist fror FECOAC; for exn.ple, sany tincs the
rienbers have net and waited for the extensionist who did not arrive. There
is so.c loan delinquency due to tiic low prices for potatoes. Many debts
have becn consolidated and tlw. nanager expects a lower delinquency rote in
1972, The DAPC progran began in 1968 in tiis cosomrative with a loan rote
of 20 tiies the anount of savings, presently it has a low rate of thice
tines the a.ount of savings.
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YARUQUT

Descrigtion

Tis cooperatvive, which is in the towa of Yoruqui, Pichincho, began a DAPC
progran in 1966. T:is cooperative served as o nodel for the progran and

was visited by ..any interested parties both fron Ecuodasr and other countries.
It was nlso uscd as a pilot project for fertilizer prouotion by the United
Nations® Food and agricultural Organizction (F0)s The principol products
of the area are corn, borley, potatoes, cattle, pi,.s cnd chickens.

adninistration

These innovative activities resulted frow: the leadershilp of the cooperative
ooncger and the participation of the .agricultural Ixtension Scrvice. Present
ly, the cooperctive has fallen into a state of decline; cdequate leadership
no longer exists duc in part to the abseace of the .anager who lives in
Quito and only visits tlc coopcrative on tle weckends. The cormdttees no
longer iwet regularly cad technical assisctance fron the Extension Service
is aluost totally abseut. Scorce copital hios resulted in fewer logns and
in rcduced proportion to savings; instcad of 10 tines savings, loans are
now omly given 3 ti.es savings. JAvailable caplital is linited to uaused
loans fron the Cooperative Beonk.  The ncabers, however, continue to receive
visits of tlie field {faspector of the coosperative.

Probleiis

The above nentisned factors liave produced o negative attitude ociong the
unenbers with iany of then withdrawing their scvings. Loan delinguencies
have risen and hove created problens in the rapynent of obligations to the
cooperative. The sale of fertilizers to cooperative nenber's has practically
stopped.

PAULD VI
Description

Located fn the town of Tunbaco in Pichincho, thils cooperative has dedicated
its DAPC progran clnost exclusively t> chicken production because of the
availability of technical cssistance ia the area.

hdninistration

The :anager is young but with 1i .ited cxperience in his job. He has acquired
his knowledge of directed credit on hiis own by studying the ncnual and by
attending sore conferences. He is iuterested in the progran but has
achicved few results becaus: his nnjor effort iias been devoted to ipprovine
the ceononic situation of the cooperative. The DAPC progran for this
cooperative: needs techinicol assistances

Problens

The coopurative apparently lacks tlic active support of cornittee nenbers
and nost of the nembers theuselves.

PUELLARO

Description

This cooperative is in the town of Pur':llar.), close to Quito, It is a
relatively new cosperative witih: about half of its menbers in farning.

The level of interest in the coosperative by bath the uenbers and the leader
shilp appears very low. This coosperative has not participated, in any way
in the DAPC programs; there is no technical assistance for menbers, there
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is no> control of loans, there is ao plan of work, etci i large proportis
of tie ieubers that have received lsans, raise chickens. Other products
of the cooperative recbers are wheat, potaotoes, olong with ecattle and pige

Adninjstration

The uanager is o person who cpparently has a very linited understanding os
the functions of ¢ cooperctive ranager even thougl: he has attended at least
three 1.asiec nmonogewcut courses in eooperotivisi. Our inpression, in sur
converctations with: him, was thot be depends o greot deol on the guidance
and knowledge of the loenl eatholic priest. There are no active Board of
Directors or Co.mittees; there were no meetings during the entire year. All
the wanagenent of the cooperative  educational prograus, finances and loan
control  are dsie by iie nanager. During the onths of Septenber cnd
October new nenbers joined the cocperative due to the prospective avecilability
of credit for fertilizers - 20,000 pounds of fertilizer were pronised to the
¢ooperative by FECOAC in Novenmber. The entire capital of tle cooperative
coues fro. the scevings of the wewbers. The cooperative has no relationship
with the Cooperative Bank.

Problens

In spite of the nanager's efforts to riotivate the niembers to attend the
annucl ueetings, there is very low porticipation. Apparently, the nembers
think of tlhe csoperative only when they need a noney or fertilizer loan.

PROGRESO

Description

This cooperative is situated in the town of Atohunlpa in Pichincha. In
spite of only two and half years of 1life, the cooperative has provided
credit to iany people who previously had none. Not only has the cooperot:..
had a positive influence sn its nenbers but ulss on the coryunity at large.
Thae cooperative nenbers are al:dst all farsers who raise wheat, potatoes ’
barley along with chickens, nilk cows, cattle and sone pigs.

{fdninistration

The progress of this cooperative is due to the leadership of the ranager
ond the efforts of the Borrd and Coimittecs of the cooperative. They have
worked to provide cooperctive cducotion to the nembers and provide services
such as the sale of fertilizers at a better price and at on exact weight.
In addition, an effort is being nade to provide services 49 rierbers that
are offered by tiie Ecuadorean Insurcnce Cooperative such as life insurance
on loans and savings, and to send soue nenbers of the cosperative to course
that are given in other parts of the country. The relationship with the
Cooperative Bank is excellent.

Problens

The nanagenent is concerned withi obtaining technical assistance for the
nenbers to inpruve the knowledge already obtained fron agricultural stores.
There is ¢ lack of sufficient fertilizers to fulfill the denands of the
renbers,

JOHN F. KENNEDY

Descrip_tio_n

This cooperative is located in the coununity of Caser{s Huachi-La Magdaler
close to Aibato. The cooperative has erbers fron botl: the rural sector
and fron the city including professionals who work in the Agriculture Schonl
Lu!s A. Mcrtfnez. This cooperative continues to grow due to the eonfidence
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of the neubers in the nonager and the Board of the cooperative. The
production loans of the cooperative are for agriculture,. cattle and chicke:
including loans for irrigation, farn labor, potatoes, garlic, flowers, pige
and sheep.

Qgpiuistratiqg

The nanager Las received itany courses in cooperativisn and in cooperative
rnanage.ent at cll levels includiug the visits to other cooperatives, These
experiences have helped hin iuprove the ad:iinistration of this cooperative.
He is interested in providing .iore services to cooperative menbers such as
technical assistance frou the Agricultural Extension Scrvice and a narketing
systen for the products of the nenbers not only for sale in Aobato but also
Quito and Guayaguil. He wants t> establish warehsuses for the cooperative,
obtoin certified inproved seeds and is trying to introduce new products in
the area such as gorlic.

Problens

The principal problens of the cooperative are lock of capital increasee,
loan delinquency and the relationship with the Cooperative Bank, which has
ceased due to excessive requirenents nade by the Bank.

L4 LIBERTAD
Description

This cooperative is in the coizwmnity of Caserfo Huochi-La Libertad, near
Aubato., This cooperative is only two years o1d and has riostly i:enbers
dedicated to agriculture. In 1971 the cooperctive began a prograi in
directed credit, giving credit not in :oney but in products. The cooper-
ative merbers received teclinical assistance from cgricultural cxtensionistr
regularly each week, including help in preparing o work plan for the crops.
The uembers actively partieipcte in cooperative .icetings. The principal
products of the arez are apples, pluns and strawberries; in addition, sone
cattle ond chickens arc raised. The cooprrative is fincnced fron the
savings of the uewbers and iron loans fro.: the Cooperctive Bank.

Administratigg

The Board of Directors and the Co.ittees neet regularly ond work closely
with the uanager for the betteroent of the cooperative.

Problens
Jpparently no mojor problens, cxcept lock of capital.

Descriyoiqg

The cooperative is located in the town of Guaranda. The cooperative has
many .enbers fron acarby rural zones including a substantial nunber of
Indizcns who hove less education than other nembers. This is one of the

few cooperatives that has an adequate econonic situavion for ordinapy loans
but lacks sufficient capital for o strong DAPC progran. The production
loans of the nenberc are used for wheat, borley, potatoes, cattle and sone

pigs. L
adninistration

The sound econonic situation of the eooperative reflects o capable ad
ninistration and ronoger. Nevertheless, the DAPC progras is not adequate.
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There are good relations with both governmental and eonmercial agrononists
who provide teclinical assistance to the cooperative uesbers. The cooper-.
ative has goad relations with tlie Con.crative Bonk and in oddition hos
obtoined ¢ 1loou {ron the Arizone Central Credit Union of the United States.
The uonagenent 1s also seeking to provide osther services to the members
such as the 1% protection and life sovings plan and ogricultural products
such as fertilizers, insccticides, ecte.

Problens

The nannger hus not fully occcepted the DAPC prograi: because it involves
additional work for hii:, such os giving credit in steps and visiting neuberr
on their farus to control the use of loans:

SN MIGUEL

Qg._scrigtian

Locat=d in the town of Son Miguel in Rolfvar in o conpletely rural environ.
nent, tiie cooperative nonetheless give 80% of its lcans far comwercial
purpIses.

In 1968 the cooperative started a DAPC prograin with the help of a loan of
about US$ 5,000 fron the Cooperative Bank and with the technicnl cssistance
frau the Jigricultural Extension Service and egricultural product stores.
The: products of the zone are wheat, corn and sone coffee.

f.dniuistrut;_o_q

The rianager has received cooperative courses and is interested in inproving
services for :wubers sucli as o store for the distribution of agricultural
products. He is interested in the DAFC progran but needs to be motivated
t> provide educction in directed credit for cooperative uenbers.

Probleiis

The eoopurative requires loan recipients to save 109 of a 1loon. This
policy 1is opposcd by thw e bers of the cooperative who therefore request
ordinzry lozas instead of directed credit lonns.

SHN PEDRO
Description

Loeated in the Yown of Guanujo in Boli'mr, this snall cooperative is conpos:
of nbout 75% farners. The products are barley, wheat, potatoes, coffeec,
pigs, cattle and some 1ilk cows.

Adninistration

The acnoger apparently does not have = clear concept of directed credit;
nevertheless, the aenbers Lave techinical assistance and credit at tines
rcacliing @0 tiuces savings. The uanager is a very active wouan who nointair
cordicl relationsiip with Agricultural Extension Service and agricultural
products stores which provide techniczl assistance to the neibers. The
supcrvision of dirccted ercdit is done by the nancger personally. The
credit committee neets with tlhe nonager each week and the osther coinittees
when necessary.  The capital of the eooperative cones prinarily fron the
savings of the acubers.  The relationship with the Cooperative Bank are
good but the cpoperative does not have a2 lian frou the Bank because of the
delays it hns expericuced in past yeurs.

Probleis

The problenis of tha cooperative ore lack of adequate capits™ ~nd n better

uderstand of cooperctivis.: by the iranbers. -
wuderstanding of coope 8. by thae venbers Reprodv .d from
best avaiiable copy.
-
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LA MAGDALEN:.

Description

This cooperative is in the town of Lo Magdalena in Bolfvar. The najority
of the loons t> uenbers are used in business. The agrieulturnl products
of neubers who are faruers arc corn, lentils, cattle and pigs.

Aduinistration

The uanager is Cynt.ie and supports the DAPC prograii.  He thinks that the
directed credit royuire.ent of giviag credit in eteps is tod conplicated.
He ucintains good relatious with the ngricultural Extension Service ond
with agents of egricultural products stores which provide technicol assis-
tance to nembers. The .xanazer las the support of both the Board and
Corriittee .iembers of the cooperative and jeets with then regulorly.

Problens

The najor problen fzeing the nanager hias bean loan delingquency of tie r.lef.}bers
due to poor harvests caused by bad weather, Looa delinquency were ot 129
but now are down to T%.

DAULE:

Description

Located in the town of Daule in Guayas, this coaperative is coiposed of
rural faruers of the area. About 709 of the ueubers are faruers that
prinarily cultivate rice. The cooperative oppears to be progressing
stcudily.

Adiinistrotion

The leadership of the noacger lins 1ed to inproved adiinistration by the
Board of Direcctors znd the codperctive Committees. In order to provide
nore techinical assistance to the .abers, the nanager has estoblishied
relationship with the ..gricultural Scliool of Doule. He is acquiring tech
nical knowledpe fro: the selodl wliicl: is related G the probleas of the
neabers and in addition arronges visits by prafussizials fran the school
to groups of aenbers.  The edcperctive s etices pays for transportation
expenses.  He is planniag to ocquire ngricultural achinery to provide to
the nenbers.  The ucnager is oloo ploniiag 69 Gevelop o uarketing systen
for its nenbers. The agjority is also planning to develop a narketing
systen for its ne.bers. The :ojority o1 agricultural uebers of this
cooperative &lso belung to other cgricultural cosperatives in order to
acquire laad. The eapital of the eooperative eones fron ssvings af the
mierbers, loans fron the Cooperetive Bank nud fertilizers froi FECOAC.

Probleus

Loan delinguency of the nciabers due to pior harvests is tie anjor proble;l.
The cooperative cither nokes arrangeuents for pay:ents with the delinquent
.enber or assigns colleetion to o lawyer. The dircct techinical assistance
by professionals of the sgricultural School is dininishing far lack of

Jouey to pay thelr transportation eosts. There is also o lack of capital.

PUEBLOVIEJO
Description

Located 15 the town of Puebloviejo in Los Rfos, this cooperative appecrs
to be progressing well after «© perisd of slunp. About holf af the nenbers
of the ecooperative are farmiers wio produce rice, corn and cottle.

duced from %
1 3 %2‘:: c’a\:'lailalale copY.
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adninistration

The new sanzger is young and dynanic and :akes up for lack of knowledge
with enthusiasi. The :anager's enthusiasn appears t> be shared by the Board
of Directors. The DiPC progran is being partially inplemented but there is
no technicsl assistaince availabie to members. The cooperative has not
establislied rclatious with either govermicntal or private sources of tech
nical assistance.

iieross the strect fro the offices of the cooperative is an agricultural
school which iight be able t: provide sone techinical assistance to cooper
ative rie bers.

The capital of the cooperative is provided by the savings of the wenbers
as well as 1loans from FECOAC and other credit sources.

Probleinis

The moin problens are caaplete lock of technical assistance for rienbers of
he cooperative and lack of basic cosperative and teclnical cducation for
the neabers.  Soie nembers bnve attended courses but have not siiared their

new knowledge with sther menbers. here is also a lack of capital.

S)N /NTONIO

Deseription

This cooperative is in the town of Montalva in Los Rfos. The principal
products of the area are rice, corfee, cocad and corn.

Adiiinistration

The manager of thic ecooperctive is o nua whio has just recently assuned this
Job. Apparcntly there is little activity in the cooperative, perhaps
because of the uanager's lack orf experience and knowledge of the coperative
wovenent,  There lLave not been relationships established by the eooperative
and the avoilable ogricultural techunicians, in spite of the knowledge

by the nanager that an agrononisi of the Ministry of Production works in
the area.

Probleiis
The wanager was uninforued sbout the DAPC progran and did not show ruch
interest in the prograwu cfier It was explaiiaed to her. This lack of

interest iay be caused by the lack »f copuiiication between the Extensionist
of FECOAC and the cooperative.
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TiBLE FIVE .25 -
GENERAL INFORMATION /.BOUT DAPC CCOPERATIVES 1971
. t r I T [
i ] REGISTERED . #CTIVE CAPITAL . D.TE OF LEGAL | YEARS OF |
*  COOPER:TIVE t MEMBERS MEMBERS (1971) | FORL\TION  |@FER.TION OF THE PROVINCE '
— L e i___CREDIT UNION !
. 1 M L - '
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[?'P:GRESO RS SO T --L 390 17321, 757. o7 15 PICHINCH. _
JOHN F. KENN=DY - Tigk 357 75. 105.C0 1.5 N TONGURAHU.
O L. LIBERGLp _  —  'TTTTTTHep ‘_:‘_: 98 170.991.02 2.0 1 TUNGURAHUL
" GU:L R R Dix T 1270 T 730 37785, U4 1. 02 7.8 . __BOLIV.K
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M .GD LA, T 730 ‘f 190 369.925. 52 ; 7/ 176G ™ 3.5 ROLIVLR ]
| DAULE I R~ 565 —_B73.851.75 SfIT/65 6.3 GUAYAS
| PUEBLCVIEJC ~— °. 2 T T 232 —__365.919.13 | 9/23/58 3.2 _LOS RIOS ]
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I ¥
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OPFERATION OF DAPC PROGRAM

In this section we prescent an overview >f the operction of the DAPC
progra.s fro: tic paint of view of the riencgers of the 16 cooperatives.
Four subjcet areas are discussed - Orientation, (knowledge and
interests of tle arngers), Process of Granting ond Adninistering

Production Louns, Techinical dissistance and Investnent Plen.

In additiown

are set forth sow otler aspects of cooperative operation which relate
indirectly to tiw: DAPC prograu. These other four aspects zre:
attendanee at weetings by venbers, training of oanagers, relations
with the Cooperative Bank, and uorketing.

A Principal Aspects of the Operation of the DAPC Prograi:

1.

Oricntation, knowledge and interests of cooperative nanagers
oy 2 ¢

Our interviews with the nanagers of the DAPC cooperatives
covered the basic points of the progran and other aspeocts of
the cooperatives (Sce finnex A).

On the basis of our intervicws, we can classify the 16
nancgers as follows:

2. Ten of the nunogers had a clear understanding of the
directed credit concept.

b. Four had a3 genercl ideq of directed credit.

c. And two had no idea what directed credit was.

Ansther classification of the cooperative 'anagers based on
their intercst in tle DAPG wac:

g. Of the ten .anagers who understood directed credit, five
werc very pasitive in supporting the prograi. Three
apparently were neitlier overly interested nor negative.
The last two of this group didn't nanifest any interest
whctsoever in thic DAPC,

b.  All four of the -ianugers who had a general idea of the
DiPC progran were interested ia kuowing ore and establish-
ing the prograw in thieir cooperatives.

Cc. Onc of the two nanagers who knew little about dirccted
credit showed soic interest after discussing the progran
with hine The other reiined unintrrested.

The following table summiarize these classifications:

KNOWLEDGE AND INTEREST OF THE DAPC COOPERATIVE MANAGERS

!
A INTEREST !
: . . ]
KNOWLEDGE FOSITIVE ' AVERAGB NEGATIVE TOTAL
! ]
Ciear understand. ! ! !
ing of dirccted : '
credit 5 ! 3 ' 2 10
' ’
General idea of :
directed credit "t e L
|
Had no idea of |
directed credit . 1 | 2
TOTAL | 9 " 16
i
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Guierally specking all tliose with an understonding of the
DLPC thought thot DAPC is osne of tie uost voluable ~ethods of
i:proving agricultural znd aninal technolsgy of the iienmbers
end increasing production,

Sone couents by .anagers 1llustrate their orientation toward
ti: DAPC progra::

* "Directed credit is one of the best things we could have,
¢epecially to inereese the technical knowledge of the nenbers",

* "It's the only way Lhot o parber can begin to receive tech.-
nicel help fron the worouoaist™.

* "Dirccted credit is goad becausce it lLelps uenbers learn new
techniques, but it hes not succceded in the case of the
cultivation of gerlic for lack of good seeds and capital”,

» "The productiun »f potatoes increased but the price deereased,
therefore, we hoven't been able t9 continue in directed
credit”,

* "In order to have the advantages of praduction credit, nore
attention st be given to the uenbers, continuzl educationzl
prograiis for thew, and :wre govermental technical assiss
tance".

* "o were only a 8avings and loon cooperztive, then FECOAC
6old the idez of directed credit whieh was well accepted.
Tic cooperative neceds nactinery (a tractor, a plow) in osrder
Lo provide better services to tle :epbers sitce we have an
averciur of 3 t0 7 cuadras per fo.:ily and ther= are a total
of ore than 1,000 cuadras. The present price for plowing
one cuadra is LOO sucres (US$16)",

* "I haven't received any training in directed credit; oll I
know is wict I hove lecrned by ‘yself, by reading the manual
and listening to soae leetures'.

* "I tusug!t about entering the DAPC praogran but we didn't
hove teehnical assistance.  We thought cbout sbtaining loans
fron thie Cooperative Tank £~ the progran, but ve didn't
do 1t because of lack f technical help. We only give normal
and ordinecry loans In the cooperative, we do not have any.
bady to welp us',

* "Directed credit is not used here becougse we don't know about
it and beccause we are not sure it will help icprove
production'.

* "Becouse of the efforts of the prouster of directed credit,
it was decided to begin with this Prograrn in order to
rehabilitate the cosperative. I cntered the prograi in March
of 1970 with 120 'bad' uenbers and 130,000 suercs (US$S,200)
in capitol. We started on sonc cooperative uricntation
canpaigns in order to iuprove the cooperative".

* "Me lack o9f proaotion of the DAPC is one of the reasons we
don't have .ore aenbers. We haven't received any education",

* "The nesbers don't clp ;wel because they hove very little
educction in ecasperutivis:, They received only one course
in cooperutivis. at tie husie level given in one week by
representatives of FECO.C. We need fertilizers".
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Directed Crcdit: Require,ents, Credit Counittee, Credit
Policy ¢nd Control

Require;.cnts t2 obtoin dirceted credit

We didn't £ind 2 exeon erfteric acong the 16 cooperatives
conderning the neeuss ry require.ants to obtain directed credit
in spite of the Jesirubility of laving the sane requirenents
for «1l ceouporstives In Lo progrsi.  The requirenents vary
fro: one cooperative v, the sther, depending on the interpre-
tetrons of ldrcoted eredit glven by the snogers or the boards
o tle eoolar tiven.

So.e onswers ; Iven bty L.e cmnagers illustrate these different
interpretutions 1 dirceted eredit:

* "Our roquircieats cre savings and eduestion in the use of
wpatnl and elieoae o products for - nint.ua of twd hours
before cprlyins £or tie lona. Also subnit o work plan.
Fducttion continues cduring tle ficld inspectian and sn the
seasnstrotion Ticll the cooperotive “os just bouslit for the
deoterse Horel clnraetor and coauosie relicbility. Prevision
Jf insurcnec un lorns,  Ketentisn of 10% of the anosunt of
e 1oen".

* "Reeedve oiilt lours of troinan: in ¢y eritivisy, directed
ereult and regulati s, In 1965 tley reeciveld weekly treining
procticeal training for e neobers in wzreh of the eon
wnitics on o rotutinge bosis. Coaswer, ¢duereinl oad
agricultural ecrcdit v ve the 57 ¢ require, ents'.

"Tle wobers pretor orlinory eredit to directed credit in
order to nvuid tle 10X crpitalization',

"I5 e o tretive! cooer Of the coserative.  To pronare o
work L1z tugotior wit', the anogor, Fyllowing tue plon :nd
the tecanierl “ssictutice 3f tle veterinerion when the loan
is f.r poultry., VYo tiove no toehnienl assistonee in agri
cultur.",

* "Fill out - oo plicttime Puoan etive La boer.  Subsit to
tecinicrl soletunee e, the Exbtensi n Service. Prepare
o work Jlon wity on ogan liae of eredit.

"Guol rrl clerietor. Knowlodis: .ff erperativisa. Guarantor,
TH be o« ber £ le.st tw e iatle,  Proof of actually being
nofaraere To oove Dol us resourees and ohility t fordng".

MW Leve clven £os maurses ou enperntivis.. but tie neibers
<id ot attend buetuse tiey were tired, lived t o far awny
end especiclly boctuse tley were not very interested in
theory.  Genernlly they alsy belng to two or ore agricul
tural couperitives. I think tiey are eonfusad sinee every
budy is tolkin, obout cosperitivis. There aL't to be
ciorainotion between institui ons,  The erodit is given
seeording wlth the ceonsadce enpaeity of the onver beginning
with 2 work Llon, but when une cets to Know o werber he
doesn't lave to et any requirencnts®.

Credit Cmﬁiégﬁgg

In 21l .f tle cospurotives, the credit eosaittee is the organ
that gronts or denles crecit. Thie decision is bused on the
aanager's report and in so e codperatives a report by o field

inspector is algo required. )
Reproduced from A
: - best available copy. Zm§
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- "Creldit s aented bty e ercdil cu.aittee basel on tle
wReger's report, ofter the visit ty tohe field inspector”,

"The erelit oo atten Sy cll e applicntions prior to
sranddng 1o-as",

PTG oAarecit ¢ itteo st 1oana brsed oa reports by the
fielc -nspector al e saaror”,

Crelit Polics

In 211 the cocyeratives Liere e soen o readjustment of the
direciel eredit raolicy. . iter exgeriencine nary problems caused
ty large toans peantel wioh in 00 CaBeS wWere up to 20 times
e 2 OUnL of savines a0 Lae Loricuer, the oredit policy was
realist colly estatlisted ' opecog “ilh the economic caopacity
cf i.e ~ocperat ve, Tie triae.pal proclern farced by the
RBLPCers, Lesides decapiLalivetion of the vocreracives in
berefit of fow me Xers, wos laa anlinguency,

Credit i dven s wet.mes Lolump o, Lometioes in instell
nents, I <o COOperalives Tt ig Yain apricultural
roedueis, In ailers in Lot poroducts and money, op only in
Frocuets, The pagnent pe. iod vsries with the .nterpal

re: ulaticns of cach COCLerative,

¥ "The cooperstve €173 the aber aocieek vhieh he takes to
cor fercouizers worahouse snl tuys what he neecs",

"In 3 rected credit e HiVe UL to three tiwes the amount of
Savings with the .exigum pejucc. peried of 1C nonths.  We
aave leen in the Erogran sinee 15 tut vnly really began
11770 with the arrival »f tae 4 ronumist™,

ey ve ordiniiy credii st chree tiaeg savings of the nensber.
Lirected crecit .o Lused on Lie -iwlernal regulacions of the
culprraiive socordin: to the fellawing tavles

Javints Loans Muximu@
L,000 sueres Up te five iines 29,000 sucres

5,000 te V,000 sucrny Jp Lo rour iiues 26,000 sucres
7,000 Lo 10,000 sucres Jp tu 2,5 t ues 25,000 sucres
15,000 sucres md 4 “G! ol sav pes 7,50 suecres up

"The rurier reenives the loan in asricultural products
according . the pim.. ‘hen he raises animols, he receives
8ll i loar L. money",

"eleve o oresulalior Lop directed ceredit that says the
GOLLAT OCLY Lo peceive a loan ap o flve tioes his savings.
This would gecapitalize the cocperative.  Normal louns are
chiree tives the savineg of the meaner ",

i
1
H

For o7 rroduction the loun s nivern in install ents and
for ruisin; chickens e loan is 4 iven in o luwp sum".

¥ "Bafore, direcicd credid lovns weie given up to ten ti-es
e savings of' Lie meaber, now Lhey are viven at three tinns
saviags, that i like an crdiaary loan. They ure given in
installawnis becavse of lack of «orey.  Tae obligations of
the cocperative to the “ank (Cooperntive Bank) aave
preference,

Reproduced from
est available copy.
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"I visit the members to see if they are spending the money
according with the plaa'.

“I visit the uembers each month, but there is no technical
control".

“There are problems in controlling loans for lack of person
nel. We need a large quantity of Tertilizers".

"There 18 a high rate of loan delinquency among the members
due to low incomes. Before we save credit in fertilizers
and certified sceds but we had many problems., Now we have
a store in the cooperatlive center. Loans are now given in
money".

"The proble.: of loan delinquency s often given to the
lawyer for colle:ction, other tines the problem .s handled
by wutual agreement with the ae.ber®.

Egphnlqgkfgggfﬁpncn

In some coopertives technical assistance is given by a profes
sional from the Agricultural Extension Service assigned to
FECOAC. This assistance is coordinoted by the manager and the
chief of prrsonnel of the di-legation of the Ministry of
Production of the zone. To use the time and the knowledge of
these agricultural professionals in the most effective way and
to reach tore people:, som manapers have opted for the system
of group learnlng, work ng with the professionals .n groups
rather than individually. Nevertheless, nony members that need
individual help may obtain it.

In other cooprrutives, technical assistance from the Agri
cultural E:xt. nsion Scrvice ig vary irregular, sometimes being
no more than one contuct by the agronomist and the member.

Some cooperotives ri-ceive regular technical assistaonce from the
agronouist wio work for agricultural companies. Finally,

there are sou: cooperatives with ovsolutely no technical
assistance,

it

"Wie provide theorcticcl and practical technical assistance
o groups from 17 communitics with thi- help of the Agri
cultural Extension Serviee, Ve try £o work with the youth
of the b F Clubs be-cause they aceept change aore casily
than adults. Adulis are very difficult to change. Tech
nical help is given 5 the cooperative by personnel of the
Agricultural Exicnsion Scrvice and the arronomist of FECOAC.
Generally tuey tcach the wembers how to use fertilizers
based on soil analysis. The meaber brings a sauple of his
soil here and we scnd it to FERTISA for analysis".

"We meet periodically with the agronomist or on special
ocassions when the members request it to increase the tech
nical knowledge, In Fétime a group of members have rented
soie land and work together under the direction of the
agronomist from FECOAC., This professional is available to
give help to the membrrs”.

"We rcceive technical assistaner: from the Agricultural
Extension Serviee, some from agriculturzl producis companies
and sone from our own members since some of thenm are
profi:ssionals ond others siudy in the Agriculturnl College.
With directed credit, the field inspecior tokes the products
personally to the members and teaches them how to use them.
The Argricultural Extension Scrviee gives technical assistance
each week n the use of gifgiliznrs to all the memnbers of

I'4
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the cooperative. There is o work plan that is prepared by
the professionuls of the Agricultural Extension Service
vhich they discuss with the members".

* "Je have the technical assistance of the Agricultural
Extension Service of the National Wheat Commission; the
members have great confidence in them. We would like to
hove our own personnel to improve technical assistance snd
to provide supervision'.

* Mo began directed credit with the help of the Agricultural
Extension Service and ogricultural products companies. I
ottended courses in dirccted credit and give help to the
members”,

* ™o hnd a two hour aeccting a yeor ago with the agronomist
in charge of the program. They spoke about many things
such as chickens, pigs, ete. but they only talked, they
didn't return to do anything. They made s5il analysis
and prepared a demonstration plot for fertilizers for corn,
but they didn't return. It wos a fiasco. We have no
technical help. They only give us words".

* "We hod the technical assistance of a veterinorian from the
Extension Serviee who helped with poultry. We also received
technieal assistones frow an agronoaist of an agriculturcl
Products company but now we have nothing. It's been a
long tine since they were hore".

* "e had hoped that the extensionists would come here %o
help us, but they don't visit us regularly because they lack
trensportation, The director of the program gave a lecture
about directed eredit ond never returned. This wos nore:

10N a year Ggo. The arronomist from the Extension Service
didn't help us. Ve wanted €95 enter the directed credit
progran for poultry but they didn't locn us 20,000 sucres
for it beecaus: we lacked tucinical assistanee.  XIn the
lecture about direcied ercdit, they told us that the menber
must have the help of an apgrononist".

® "The cooperative doesn't hnve techniccl assistance and would
like to have a permancnt ~<rononisi but fincnces don't
permit this, The demonstrati:on plots of FERTISA produced
802d results and so did the Ticld days (ucetings on the
farm with the foraers and the agrononists to demonstrate
prractical farming techiniques).  There was very little
interest in fertiligotion befaore this".

* “Because of lack of knowledge about the use of fertilizers
that FECOAC gave us, we hod 4o sell them to another
cooperative".

* "Not cven the field inspector received technical assistanca’,

% “We lack tochnical assistance and help in agriculture. This
is the reason why nuch land has been sold".

York_Plan

The mojority of the monogers interviewed indicoted that the
members have generally accepted the work plan, however, sone
resistance to the work plan exists omong mony members because
they believe it is an excessive requirement to receive credit.
The managers believe that the work plan has helped the nembers
understond the cconomie value of their investment ond hos
given thon an understanding of whether they are making or

lossing money.
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Generally, the work plon is prepared by the uanager and the
menber together. In on cooperative o work plan is required
for all loans. In other coopuratives whether or not a work
plon is required, depends on %ie discretisn of the rnonager
or the boord.

# "Por all types of loans, it is nrcessary to prepare a work
plan 8o thot the ranager kuosws liow the locn is going to be
used. Sone newbers prepare the plan thenselves and discuss
necessary chunges with the aanager. Others prepare the plan
with the wanager at the cosperotive. The nembers oceept
the work plan because ihey recognize its utility",

# "The menbers accept the work plan very well. All of o
sudden they realized they were losing rnoney and begen to
vnderstond the ccononic value of their work. Of special
value to the member is the inclusion in the work plan of
each step required for the production of his crop™.

* "Soze nembers accepted the plan, but others resist it".
# "The reasons for the loan are stated in the appli.cation,

for exanple, all the requirements for the harvest of wheot
are included by the farmer".

I

=

“The member doesn't have a written plan. He gives his
ideas to tuc uwanager who wri%:s it down. The former osks
for the loan ond it is given to hig. In practice we have
found that the forier never lics".

% "The work plan hasn't created uony problems £or ac. I
believe it is uecessary. 1In the plan ore ineluded all
phases of the process but in practice the loan only is ensugh
for th: preparation of the land including insecticides but
not for tlie aorvest and other requirements™.

3

E-

"We require tie work plans from the nenbers prior to
Septeuber 30th in order to prepare a budget for the follow
ing ycor ond seek finoncing for it. Tae rianager discusses
the work plan with the aember".

B. fGeneral Aspects of Cooperative Operations

1.

Attendance ot cooperative meetings

In all the cooperotives the lorgest attendance osccurs in the
January annuol oeeting, Vhen there are neetings .n June,
attendence is notobly low. The managers of the cooperatives
have adopted different nethods t9 motivate the menbors to
attend the annunl weeting such as raffles, buffets, ctec.

# Y"Avout 75% of the .embers attend the reetings.  We have
secret ballots for the election of the cooperative board".

* "Eighty per cent of the nmembers attend the Janurry ieeting,
less than holf attend the June neeting.

* "{e stinulate the menmbers to conc to the ueetings with
raffles and osther things, then the nember becowes interested
in knoving how the cooperative is doing. Attendance is
almost 100%".

* "About 4O% of the meubers attend the June neeting. In
January about 75% bocause we give then a banguet”,
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* "We have two meetings ¢ year with on attendance of 50$
because we don't have good roads’.

# "There is a decline in attendance at the neetings. We
didn't have a quorun in the onnunl aceting and in June the
neoting was cancelled".

L

*

"The members have little interest in attending the meetings
including the meabers of the board. Quite often we hove not
even had the required quorni. Last June, we had soue
attendance because I t5ld then if they did not cone, they
would not receive credit'.

# "There is poor ottendance by the uembers and the board of
directors at the ucetings beccuse they are only interested
in receiving bencfits".

Training of the Manogers

Most of the nonogers have had at least one course in cooper
ative nanagement. Sone have had three or unore including
courses in directed credit ond laboratory training. Three
<anagers hove received no courses at all either because they
hod noat been invited or because the course was concelled
without notice or becsvse they just recently becane monagers.

* "I have attended variosus mrnagenent cours:s including
laboratory training'".

* "I attended some wuanagenent courses, the last one wos in
Coyaibe: about directed credit".

* "I attended a course in directed credit, after a basic nanage.
uent course. Fifteen doys ago I was ot o course in Guayaquil
with the onagers of the lorgest cooperatives in Ecuador'.

* "I have attended threc courses in cooperctivisn, at inters-
uediote and advanced levels in Quito, Awbato and Guayaquil.

* "I have attended various uonageuent courses at ell levels
and lhave vi.sited vorious cosperatives to sbscerve their
operation'.

* "I went to a course in Quitd, but 1t was cancelled",

Relations with the Cooperative Bank

All the eooperatives thot have had 1loans from the Cooperative
Bank indficated that they benefited fron then but that the
Bank denands mony requircnents that are difficult for the
cooparative to fulfill. In sone cases, the cooperative haos
not been able t2 neet its ohligations with the Bank because
of the loan delinquency of the members and the 1line of ecredit
hos been suspended until these obligations ore fullfilled.

In geuerol the relationship between the cosperatives and the
Bank have been beneficial and effective.

* "The relations with the Cooperative Bonk are beneficiol. The
Bank has given us ouch services and has given us an average
annual eredit of 450,000 sucres (US$18,000) fron 1966
through 1971. Our credit wos better in 1969 and 1970".
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* "We would like to have a 1san from the Bank but they de:ond
nany reqairencnts ve cannot fullfill, besides there are
wieny delays in receiving the loan".

* "o have problens with the Bank in the payment of interést
becouse loan delinguency of the neibers wes 12%, now it is
down to T%".

# "o have problens with the Bank due to the cooperative's
lack of capitzl. e consolidated our debt but they haove now

»

closed our line of eredit until 1973".

B

"%e ore lote in paying our obligations to the Bank because
the neubers buy land and aninnls instecd of paying their
loans with the incoue from their products. We don't have
enough savings coning in to build up a capital. It's
necessery to improve the production of potatows with better
sceds. Ve need longer terms for fruit production loans™.

Marketing

Most of the manogers indicated that the marketing of the
products of the farmers are done by the nenhers themselves,
but they think that the idec of hoving the cosperotive market
their products is a good possibility. Sone cooperatives
experienced wiih the narketing of products of their nembers
with good results. However, they hicve not continued with their
morketing efforts because they lack transportation facilities,
they lack the money to pay o person to run o narketing
progran, and the iancger doesn't hove the tioe to supervise
these cetivities. In other cooperatives the marketing
experience wos not successful.

* "The penbers thenselves handle their own marketing, they
@2 to Iborra, to Quito, and other towns on Sundoys which
are tie worket day in 29st places. They rent trucks and
1aok for narkets for their products. Also many nmerbers
ask tie cooperative to sell their products for then".

H

=

"We cre very interested in morketing our fruits, specially
apples, and have experinented with the preservation of our
fruit on the cool slopes of the mountain Chinburazo in
order to keep then in good condition for sale".

* "The cosperative tried narketing in the first year of our
production loan program, but we had mony problens such as
obtaining sacks and firding potios to dry the wheat. We
stopped doing it since then'.

# "The cooperative has to do everything for the nenber
including the norketing of their products. We tried to
do it but we hnd poor results. Nevertheless, we receive
as poyrent £ar loans all their products which we sell to
the mill "n

RESULTS OF THE DAPC FROGRAM

The results of the DAPC progron are neasured in terms of production
increcses or decrcases, income Increnses, and degree of participation
in cooperative affcirs. Ou both an absolute and a comparative basis
there are positive results for DAPC porticipants in production ine
crenses and incone increases. Prrticipatiosn in coosperative affairs
by DAPC nenbers does not show significant differences coupared to
cooperative nembers not in the DAPC progran.
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Production Increase

The sample of DAPC members was classified into three production groups
as follows:

1)

2)

3)

Increased Iroduction Group

Compssed of those DaPC members with at least one agricultural
product with increase of 20% or more s.nce the last harvest or

an increase over the prior year in cattle or horses by two, an
increase in pigs or sheep by four, an increase in chickens, rabbits,
or guinea pigs by 11. Menbers of this group either had no decrease
in production in either agricultural products or animais according
to the same criterie used for indicating increasses or liad more
increases than decreases.

Decreased Production Group

Composed of those members with decreases in some agricultural
product by 20% or more or in animels in the same criteria used
for increased or those who had more decreases than increases in
their products.

Stable Production Group

Composed of those members who either had no increases or decreases
or vho had the same number of lncreases as they had decreases
according to the criteria of 20% for .ncreases or decreases

in agricultural products and two for cattle end horses, four for
prlgs and sheep, and eleven for chickens, rabbits, and guinea pigs.

The non.-DAPC members wevre classified in the same way. In Table

Six we see the distributions of these groups of the DAPC members
compared to non menbers.

TABLE SIX

COMPARISON OF PRODUCTION BETWEEN DAPC MEMBERS AND NON-MEMBERS

———— — ! . ;
Production Groups :DAPC MEMBERS (284) NON-ME:BERS (18)
Increased production i k3 : 37
Decreased production 3 2k 3P
f— ——— ' p—
’ |
Difference : 19 i 7
' {
Stable production ' 33 ! 33

The important figures in this table are the differences between the
percentages of increased and decreased production. There is a 19%
difference between increases and decreases with DAPC members compared
to a 7% difference between the increases and decreases of non nembers.
The program appears to be both reducing the losses in production and
stimulating increases in production.
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These results are more dramatic when we look more closely at specific
products. Increased production has occurred with potatoes, wheat,
barley, and with cattle. Rice, pigs, chickens and miscellaneous -
animals (horses, sheep, rabbits and grines prigs) had virtually the
same percentages of increascs as decreases. No product, either agri-
cultural or cnimal, showed marked decreases over increases. ‘fable
Seven summarizes this data by showing the differences in percent of
increases over deercases compereG with the ccontrol group for each
product. .
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TABLE SEVEN . 38 .

COMPARISON OF PRODUCTION INCREASES BETWEEN DAPC MEMBERS AND NON MEMBERS BY PRODUCT

— —— ——— e —— — ek w — — e — - — - o i e e 2 - d o e - m————am e w $ e omm— - —
r

|
DAPC MEMPERS (1,117) NON-MEMBERS (78) #*+

Product i “Increase Decrease Difference “Saaple Ty Incresse
: |

negeee | Deepes e e T In e - '—Déc;rease ‘ Dii‘f;rence “SEEE; T
Potatoes f L3 22 . s : 501 ’ 29 | 38 | -9 ! 15
Tarley ‘ 56 : 25 . +25 199 i 56 0 i + 50 ; 1k
Wheat b1 : 29 ' + 12 ‘ 329 : 5] ' L ! 3 g 27

Other Agriculturai . ; I | ' '

Products * ; 38 i 29 Yo+ 09 ; k25 ! 3 i 5 .+ 27 19
Cattle ! 32 ' 29 49 ‘ 670 f 15 ! 2 - 12 50
Rice i 25 : o7 ' -2 223 i L7 ' 7 + 4o 15
Pigs 12 : 18 5 - 6 L1k 21 l 1k +7 1k
Chi ckens 27 ' n : 4 , 18 ! 13 i 50 - 37 16

ther Animals ** 3 ' 34 5 0 i 193 | L0 i 20 + 2 15 |

! z i | ____4‘ i —

NOTES: * Qther Agricultural Products - corn, beans, coffee, cacao, lentils, fruits.
*%  (Other Animals - horses, rabbits, sheep, guinea pigs.
*¥% When the sample size drops below 20 the percentages become unreliable.



Income Increase

The sample of DAPC members wes also classified into three income
groups as follows:

1) Very Probable Increased Income Group

Composcd of wucmbers who indicoted on inecrease in income in at
least two of the following ways:

a) Stated that they hadi carncd more moncy this year than last.

b) Bougit a personal objcct such as o radio, watch, television,
bicyele, or sewing machine this year (1971).

¢) Spent money in at lecast two of the following ways:

i houe improvements this ycar §1971)
if farm improvements this year (1971)
1ii boughi nore land this year (1971)
iv cent children to school in the town.

2) Probably Increased Income Group

Composr:d of those who indicated en increase in income in only
one of the three ways set forth above,

3) Unlikely Increased Incom: Group

Composed of those who did not iﬁdicato an increase in income by
any of the three ways set forth above.

Measuring income changes is very difficult apd uncertain when the
respondents o not kecep accurate records of their annual transactions
and are not themselves surc of how they are doing financially. The
labels of cach groun refleect this uncertainty. However, based on the
assunption thel reasonoble inferences about income can be uade on the
basis of capenditurces and on the direct question about whether an
increase hed occurred, the following resulis arc presented.

In Table Zight incone incresses of the sample arc cospared with the
non-member control gsroup. Slightly over half of the sanplc indicate
an increase in income compured to 36% of the control group. There-
fore, in absolute terms, and compared with the control group, the
members of the DAPC program are experiencing increases in income.

In Table Eight wc present & coutious overview of the incour increase
picture of the sample of DAPC members. We are confident that at least
20% of the sample has experienced an increased income ond chat probably
an additional 34% has also improved their income situation in 1971.

Tv add some depth to this rough picture the results of each indicator
are set forth below based not on the sample, but on estimated values
for the entirc DAPC population. Each indicotor shows the same

pattern, nore DAPC members hove increased their income than non-
mombers.,
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TABLE EIGHT

—

LNCOME INCREASES OF DAPC MEMBERS COMPARED WITH NON.MEMBERS

1] A
' .
©  Income Groups |  DAPC MEMBERS (284) | NON--M?!BEPS (78)
- R L :"[ ':
, Very Probrble | '
Increcsed Incouc 2 i 13 !
Probable '
Increased Incoac 34 23
Unlikely
lIncreused Incoue 1 46 ’ 64

TABLE NINE

EXPENDITURES FOR TMPROVEMENTS *

i '
! DAPC MEMBERS (1,171) |  NON-MEMBERS (78) !
P % !
) Vi Jl
1 Two or more H
' expenditures 17.3 | 11.6
! One expenditure 37.3 32,0
)
i No expenditures ! hs. 4 | 56, 4
| e ; ..
- ] ?
l TOTAL I 100.0 100.0

# NOTE: Four questions concerning cxpenditures for i.provements were
asked:

a) Have you made irprovenents on your hone this year?

b) Have you nade iuproveneats on your farn this year?

¢) Have you purchased wmore lend this year?

d) Do you send your children to primory or secondary school in town?
The comnon assunption is that each one of these iuprovenents requires an
expenditure of noncy which would not be nmade if the former had not euited
rmoney the past year. Ve do not know, of course, whether these expen-

ditures are paid for out of savings or from carnings which tiay have been
less than in previous years.
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TABLE TEN

PURCHASE OF PERSONAL OBJECTS -

— _—
'
i DAPC MEMBERS (1,171) NON-MEMBERS (78)

- i i !
! : t
! Purchosed sore , f
‘ objects ) eL.5 ) 12.8 ‘
| : 1 !
I Not purcaased :
, sane objects 8.0 . 87.2 |
No answer 0.5 ,

; }
i - R ¥ - ,
, TOTAL ' 100.0 100.0 '

* NOTE: The question was: "In this year have you bought objects such
as o rrjio, watch, television, bicycle, or sewing mechine?"

TABLE ELEVEN

EARNED }OPT MONEY TS YEAR *

DAPC MEI{BERS (1,117) NON~ME;IBERS (78)

— % ‘- b ——

Earned nore: ' 38.6 ! ol L T

' Not earned uorc 60.1 ! 75,6 E

| i

No ansver . 1.4 |

 TOTAL " 100.1 | 100.0 ?
L ] :

* NOTE: The question was: "In this year have you earned rore r.oney
than last yoor?"



TABLE TWELVE

IF MORE MONEY EARNED, HOW MUCH MORE? *

Additional Earned DAPC MEMPERS (452) HON.MEMBERS (19)i+#
| (Sucres) / S & —
0000 - 1000 27.% 10.4
1001 . 3000 7.6 31.6 |
, 3001 - €000 22,0 5.3 :
6001 20, BTk i
No answer - 5.3 i

—_ S |
i i

i !

VAL ' 100.0 100.0 I

* NOTE: This quastion "How ruch?" was only asked of thosc who said
they had ecrned rore noney this ycar (1971).
The: snnll size of this subsenple renders the perceentoges very unrelinpd:

s

TLBLE THIRTLEN

REASON_FOR_THCOXE FLUCTUATION

DAPC MFMBZRS (1,117) NON-MEMRZRS (78)
[ o

———e o e —_2F
I Harvest (Ouaniity) b2, r1.3
;Pricn for product Lok 13.0
| Quality of Product 3.5 : 2,7
Non-Agricultural )
Tictivities 13.1 2.6
Other reasons ° : ok, ¢ c1.6
I No cnswur 41 3oi
TOTAL 100.1 100.1 ;
i

* NOTE: Other reasons were denth or theft of oniuals, plant diseases,
and inscets.

Notice thet according to the replies in Table Thirtcen, income fluctuations,
both increases and decreases, are thought ty the respondents to be due to
the outcone of the harvest in quantity terms. Prices sre the sceond nost
iuportant factors. The detn, however, siow that production increases ore
not related to incoue incrcascs.

A Toep
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Participation of Members

The effect of the DAPC program on participation in cooperative
activities of wembers has been nill. In Table Fifteen four separate
meusures of cooperative participation are tabulated snd compared with
a small control group of farmers who are members of credit cooperatives
but who heve not received technical assistonce. Also included for
comparison are iwo other control groups, uecmbers of agr:cultural
cooperatives ir the mountairs of Ecuador and members of rice cooper--
atives on the c¢o-st.

The Table is divided into two parts. The upper half lists the
individual irdicators and shows the percentages of those who say that
they regularly attend cooperative meeting, present their ideas in the
meetings, hove been a member of the bhoard of directors, or who have
attended at least one course given by the cooperative. In the lower
half of the {able » Participation Index ic presented which combines
these four indiecatcrs. In all coses the members of the DAPC program
rarticipate e:ther ot the same level es control group members or
perticipate loss in cooprrative activities.

Two factors deserve emphasis. In terms of overall participation the
rmembers of the UAPC program arc not those who are most active or who
are involved with the cooperative. Although this is not a positive
indicator of the succeas of the cooperative goal to sell the ides of
mutual self help, it moy be isterpreted as an indicator oi fairness

in the givinz of loans. In other words, it apprars that loans are
given on an cven-handed basis without favoring the leaders of the
cooperetive. The Ioeb that high purticipunls in cooperative activities
are not tiose who reccive the loans is ctoroboratcd by other studies
which show thot the motivotion to be u leader in the cooperative is

not closrly rel-ted to motivation to impreve production o technology. *

The other factor descrving note is that only about helf cf the DAPC
members uviee wttended o ocooperative course.  This percentoge agrees
with most of tie. otler control groups. DAPC members, how::ver, are
supposed to Luve cxpericnecd at least one course: in cooperotivism Bs
a prereguisite Yoy obtuining o DAPC loan. Wis deficienc:’ should be
remedicd as macl. i possible,

¥ Economic Growth in Rurel Santo Domingo,
Mike Crampton ond R. Hoyes Kceler
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TABLE FIFTEEN

PARTICIPATION IN COOPERATIVE

45 .

T
i !

Activity DAPC Memters (28k) Control Group (23) Agricultural Cooperztives . Riere Cooperatives (265)
U SO U SUUUUSRORU ¢ .2 N SN U J
! Attend weetings regularly Ny ek 86 ; 8t
: Present Ideas in meetinzs 2u 50 .o l *

! Member of Roard of {
37

i Directors 15 39 39

> Attended at lezsi Cne
! Course L

\
-
o

50

P e e = =+ e e e = ¢ e —— . —t =S e .= . T = s ————— e e———e $ © 4= 5 . o e . e ot & & b A —— Ar—

27

. Participation Inde:x
§

High 20 22 ko

Mediun 21 32 27

Low 23 25 i 2k 16 -
No Participation 3 22 l 9 3
o e e e e e e e e o e e e = 2 et 2 = = et et = = = = e e et = = men = — ——-

TOTALS 100 101 100

l. ; e e R - -1 —

10C

* Note: Information not available
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ANALYSIS OF THE DAPC PROGRAM

The success of the DAPC program depends primarily on five factors .
Credit, Technical Asscistance, Cooperotive Maonager, Understanding of
the Members, and Murketing., Each of these factors is analyzed in
relation to whether they influence production or income. In nore
technical terus, tiese five factors are the independent variabies and
prodiiction nnd incoie are che dependent variables.  The DAPC program
presently attempts to inflvernce all buv the morketing factor. Other
factors such as weather, produet dewmand, and conpetition from other
countries also havie- an impact on the cioricultural scene but are well
beyond thr dircet 'niluence ol thw DAPC procran.

Throughout the cnalysis of various factors in this program we find
repeated evideners that production ond income are virtually indpendent
of each other. In other words, factors that influence onc have little
influence: on the other. This wus noted above in Table Fourteen when
production and income: were compared showing virtually no systematic
relation between the two variables. Our best explanation for this
phenonenon is that production inereascs for the samczll furmer are not
transferred into ineressed incowe beeause of marketing difficulties.
Yor the larger farwer with nine or more hwciares mcrketing, ooy be more
efficient or, as is usually the case, the larger farmer has income
sources besides his apgricultural activities. The larger larmer may
have vnough resources to engapge in buying and selling products and
animals irow which he goins substantial part of his incoue. For
instance, it is very probable thot soue loans which are osntensibly

for the raising of cattle are, in foce, used to buy cattle and im-
mediotely soll them for a profit. The datn ~do not direcctly illumineate
this problem of the ccoromic viobility of the small farmer but many
incongru:tins make little sense without toking this problein into
considerction.

The data relating to coch fictor is presanted ian concise form in
tables. The production varicble 'wis been dichotowized to increose
clarity. Stoble production und decrcasced production hove been combined
into onc ertegory for compirison with the cuicgory of increased
production. Very probable cnd proboble inerease in incone have been
combined for cowparison with the no-increcsc-in-income group.

Tuo queastions ure pertinent to Uik caolysis of the eredit factor in
the DAPC progran. Docs credit influence production and income:? Does
the ciount of credit (size of louns),or the uxpericnce of the borrower
with loans (number of loans),or whether or uot a Work Plan has been
prepered influcnee production nind inco..:?

In Table Sixtcen the semple of DAPC mewbers is compared to the control
group of individuols who have recclved technical assistance but have
net used credit. The evidence clearly shows thot credit influences
both pro.iction increaces and income increnses.
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TABLL SIXTEEN

DAPC MEMBERS COMPARED 10 CONTROL GROUP WITHOUT CREDIT IN TERMS OF PRO-

BUCTON WD) CREDIT

e T e et T S =t s e e e e e e+ ————— e & o ———

DAPC Mermbers (284) Non. Mcmbers Without
G _ Credit (50) %

- -

'

|

} PP S
H

Production :
I Increase 43 32
' Stoble 33 36
Decrevse 2h 32
, Total 100 100
'Incom¥

Very Proboble:

| |

: inerecse ' 20 12

| Probcble .
| increase 34 20 ;
: No increcse L6 68 ]
; Totol i 100 ‘ 100 }

-—— - S R e et M S e S e 4 e e e e s+ e - . = —— o m—

In Table Seventeen the three factors that could make a difiercnca

in product:on and income are presented  Nuuber of Loans, .\mount of
Lergest Loz, and Work PFlan., HNumber of Loons ond quantity of loans

do not oppear t9 te reluted to production increases.  This moy indicate
that small lozns :in used by the farmer as eficctively as large loans
in relation o production -nd that nore eyperience with loins (greater
nuubers of lozuz) dors not significcatly inerease the farmer's shill
in using cradit. On the other hond the nunbs r of 1mans ond the
gquantiiy of locns «re related to income iacreases. Our ecxplanation

of this reletionsiip 15 it sowr farmers, especially those who have
the cconouic resources (s#vjngs) 10 ovtoin larzer loans us: part of
the loan for commercicl purpos::s thereby increasing their incomes.

In other words tic rclotionship between production and income is not
as we would expect beeluse other activities of the farmer outside of
production eater the picture., We do not hLhove any data on outaside
income sources and caaaot therefore test this hypotbesis.

The Work Ploa does hove © relation to both production and income but
tiiis relationship is not pronounced. Notiee that only 485 of the sample
completed a Mork Plon (134 out of 282). But 87% of the sauple stated
that 2 Work Plan would he Lielpful, especially to know how wech the
various elements of the production process are costing. Since only
37% oi the sample gaid that they kept ony ccecounts, it would seem
that there is o need for the Work Plan and o reeeptivity for it.
However, the quality of the lork Plan should improve. All Work Plans
include the objective of tie loand and 56% of ther: include both
objectives and steps or schedule of broduction phascs. Only 36%

of tir: Work Plans which were done includi«. estimates or costs or
prorits,
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TABLE

SEV

NTEEN

SREDI @ CIORS EF™~TFD TO PROMUCT ) { AND INGOME

- ee o d— ——————— e

- Lo T S T

A

Number of Locns (%) Quantity of Largest Loan (sucres) (%)

far3 .

Cmee s et e s o .-

ormore 0

_0. . 1oce __1oC1 - hooo  kOOL - 2000

Production ) ;
%8 3
56 G2

e e s Grtem e e C t e eer = 4 e e - e e

53 39 ko

€1 52

Increose

L3
55 5€

Xo inerease 57

_KCL or more:

Hove o Work Plon (%)

Yes

L B

ceqes--

L7 3>
53 a

Totel i0C 10 10u 100 100 99

T S e e mls G e mEm e . 4 el EA s e M. e mmmmet io e eE o+t e d mr— e " e s mebn e e b s B s e b e e s .

Income:

Increase

72
28

Ne inecrecse

OSSP R

100 100

58 <1

k2

e e g eem - e e e
1
Total 100 e ) g G ! 100 e 100 100 100
e o e e e - ==
Number 65 2 138 &1 Lo 126 €0 53 13k 18 !
PR | . et em—n - o+ - . .a o - o—— e+ > D - ——— o -_._._;_-..__-------.‘ e e e e e e
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Technical Assistance:

Two basic guestions arise in the analysis of technicol assistance of
the DAPC progras. Is technicol assistance in the form it is given
effective? Do modezn agricultural methods influence production and
inconu-?

In Table Eightcen foetors concerning the method of giving technical
cesistance(in groups or individuslly and the number of visits) and
whether technical cssistance has been received ¢t all are related to
production end incoae. It is opporent that technieal assistonce in
the form gsiven has no significant relationship to production. Notice
that only 55% (156 out of 234) of the sample has received technicel
assistonce and thot 75% of this technicol assistoace has bzen given

to groups. Eighty five percont of this wssistance has been given by
governnent ogrononists. Ve can infer from this data thot there is a
serious problen in thw effcctivennss of the methods of giving technical
assistance to farncrs.

In regerd to incore increcse we find that whether or not ¢ farmer hus
received technical assistance makes no apparent difference either.
Formers in the increased income group, however, hove recelved slightly
nore individual attention then those in the no increase group, but
they tend to rcceive less frequent visite,

But even though the cffectiveness of technical assistance is negligible
in terns of our production and incom: mrasures there has been a
difusion end somc adoption of modern egricultural methods awmong the
farners of the DAPC progran.
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TABLE EIGHTEEN - 50 -

TECHMLCAL ASSISTANCE FACTORS RELATED TO_PRODUCTICN AND INCOME

- ' e L T L ppp— . e - .- ——— ‘ — - ——
Rece:ived Technicol Assistance In Groups or Individuclly How Mony Times?

i - ————— et @ S —— e . — 0 % @ e w—— - e - -
! t . Yes x 1o Individually ~ 7777 JGroups ____— 1 : 2-3 "L or more
§ Froduction :

Increase _ ko . L6 _: 38 Lo ! L7 33 Ly
. No incrense 6o 54 | Ge =8 53 ‘ 67 56
3 . -
b . - - . - . . C_—
; Totals 100 100 ' 160 100 100 10C 100
; ._--.-._..-. ——————— e i e e = ._i-. . — —_
; Income 1 : !
R ! : . 4 '
! Increase : 55 : 53 ; 6L 52 : 65 =4 51

. ' : :
No inerecse - 45 kT ! 35 L8 32 Ly kg
¥
——— \ — .
. ? I
Totols ; 100 ' 10¢ ' 99 160 + 100 : 100 100
Nuzbers » -156 ’ 128 : 37 , 112 l 19 ; N 73
c—— : i z ce—e
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In Table Nineteen v cocpore = option rotes between the total sample
of DAPC ueubers (284) ond o sub jroup of LAPC aembers (158) who
stated that thwy sed received technicsl ossistance.

TARLE NIKZTEEKX

ADPPTION PERCENTAGES OF MCDZRY MUTHODS BY DNFC MEMPERS, RECEIVING TECHWICAL

" SSTEINIC

T s S e e e r s c et te t e ettt et ac et et mr ot et tm b aa -,

Manbors Receiving al. DAIC

 Hetaod .nesiotonce (153) % Morders (2.4) ¢ Difference

Fertilizer 73.2 G, 1 TR A |
Soil anclysis 21, % 17.9 + 3.7
Insccticidas To. 0 &5, 0 + 137
Vleed killer 43.0 3h.0 + G2
Laproved sends 52.1 37. 4 + 157

Irrication 38.7 31.0 + 1.1
Mechinery 50.0 3 + 10.7

iotation 72.5 44,1 Gl
oru killer 50,1 33.0 + 16, 3
Jaisel veeeinadbion k.1 51. 3 r 12.8
Brlonced feed 37.3 23.9 +13.h
Prns, stables 32.h ”7.1 + 5.3

On tue busis of thils evidenc: Lot the DAEC armbers who soy tuey have
received gochniccd asaistoner 'ive inher cdoption rotes ior all
wethiods lisies we e iafer s the azrono.-isis aust be Livving sone
irpret,  Ypl shis dnpoco an teras of increcsed production is very
l:inited,

In Teble Tvmnt s o s lculbturcl techaiques (acopted or not) cre related
to produciion ~ad ‘acove, e Tiad then only fuir of the ogricultural
wetlhiods or~ paltively veloced So anernased produciion. Ty ore ghe
use of chow el Jelcil.zevs, L.geriseides, crop rototisn, and using
enendcals €0 k1ll worss L e suil. Two of the three oninel proctices
are related 0o iuerecsel proiveds o ani al veecinaiion ang balanced
Terd,  Note, Louever, thoi in .uae of these cases is the relotisaship
marked (peroeniese ¢ifferences orizontelly eve 13% or less exeeps
with the case of kiilin; 504l voras waieh s 20%). Also note that

in only fonr couses (fnrtil.znr, 1asectre:des, rotation and anicel
vaccinat_on) are chere  are thon 0% of tae sauple who use the tech
nigue. Thereforr, despite adoption oi wodern tecuiaicues there still
see1s to bre o problen in usin. tiese teciti.gues properly t9 increase
procuction.

But whea we look at e vse of iodern crriecliural praciicrs in
relotion to .iacoe increases we £ nd rore relationships t'wn in the
case 21 proluctisn. Six of the aipe ogpriculturcl techmicucs show a
relation ©o lacreased wncoae and rll Liree millnal raising nraciices
are relaiea €5 iucreased inesue.  Tiage relationsiups are ..ore
strikiag than 1o the case vith proauction weth perconta; e duvferences
(elong, the rows) above 15% in uost cases. e wouls infer Iro. this
date end fion our ungerstanding of ohe agricultural picture in Ecuadox
that the clopt.on of moderi vprseultural teehnigues tends (o Tollow

ratiier than leac income.
! ' Reproduced from %

best available copy.
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TABLE TWENTY - 52 -
AGRICULTURAL TECHNIQUES RELATED TO PRODUCTION AND INCOME
i : ’ :
: Fertilizer Insecticides Crop R;tation °  Soil Worms * Soil Analysis Mach;nery i Weed Killer !
; Yes ' No Yes * No Yes No i Yes No Yos - No Yes No Yes No
: i P ! . : : 1
Production : ' : ) ) ' : i ‘
1 : . ! ; { .
Increasc : k6 36 L7 CUSE: L6 37 56 ' 36 39 s L3 ¥k3 - k2 o by
. i ; : ! ) . :
No increase : Sk ey ! 53, 65 54 63 W !o6h i 61 57 57 ! 58 : 59 56 |
! ] : ! : . ,
4 . : ¢ i
ja | Totals 100 © 100 ° 100 99 ' 100 ' 100 : 100 100 . 100 ' 100 0 100 ; 99 + 100 |
N Income : ; ; : . | : ;
) . ' . . . .
Increase i sk 55 | 57 ' kg 60 43 f 65 , 48 €4 52 63 i L8 €0 s0 !
: : ; H
; i : ! :
Ko increase ) b , ks ; 43 50 b | 57 35 51 3» . 18 3t ; 52 39 50
! f } - * ‘
; ! ; : ; ? j ] z
Totals 1 100 ' 100 ] loo + 99 ; 100 ; 100 ’ 00 © 99 99 | 100 100J 100 99 100
. t H ‘ .
: i ; g w. | = j ; i -
Nuzber | 182 ) 102 | 18 ; 99 | B2 } 102 - 96 18 514 233 113 | mn 99 ' 185
i i : : } ! i : H i
* Note: Soil worms category is - Yes, chemicocl wom killer 1s used.
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AGRICULTURAL TECHINIQUES RELATED TO PRODUCTION AND INCOME

CTWVWENTY

fPA 3L E

(continuca)

i Im;prc;'rd Seeds Irrigation iVaccinate Animals ~ Balanced Feed Pens or Stables for Animals
Yos No Yes | No Yes : No Yes No t Yes No
1 . H
H : ‘ n t M
i Production . ' I | : :
' i 1 ' : ;
Increasc T - b2 i 43 ¢ 46 39 1 %0 o Lo ' Lk
' f : ;
No increase i 56 |, 58 58 - 58 '  sh 61 so ! 6 ‘! €0 57
. . ' ' —
Totals 100 : 100 100 101 100 100 0 100 100 i 101
Income ; ' : ' '
Increase i 53 . 50 sk 55 i 62 1 46 ! T2 48 ! 72 { 48
! : . ; 1 : : 1
No increasc 38 50 46 | ks 38 | 55 i 28 52 29 i 52
- : . | N : 4' ;
' ! ] H ' : ]
Tatals 101 | 100 100 ; 100 100 ;01 i 100 , 100 . 101 ' 100
— : | - - i
. : H i
Nuzber 06 | 178 88 : 1% 9, 135 ; 68 26 17 07
4L 3 i : 3

- 53 -
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Marketing

Our data concerning the morketing problen is linmited. Only 35% of the
somple reported that they had morketing problems with 71% of this group
identifying low prices as the noin difficulty. Transportation was
reported next by 17% of the problem-congseious group. Nonetheless since
the data of this study shows o consisicint lack of relation botween
iuproved production and incrcasced incowe and since poor farmers tend to
have difficulty in articulating their problens, cspeciclly in response
to direct questions, we belicve tint arketing is a major difficulty.

Perheps if the DAPC nembers were to worik out sone woy of selling their
products together imstead of individunlly as they now do (96% of the
sonple scll their products individually) they ..ight gain a little
leverage over prices.  Sixty thrae percent o the sanple reported that
they would be inturcsted in selling their products in a group. There
thus secnis t5 be a readiness to try group sclling anong ¢ substantial
nunber of farnors.

From the linited data we have we are uncble to precisely delincate the
dinensioncs of the narketing problen.  However, bzsed on the observe
tions and expericnce of the rescarch tean, son: factors which should
be studicd further are listed in the next section.

Mancgers of Cooperatives

hnalysis of the oricatations nnd knowledge 41 the ranogers of the
DAPC cooperatives wes reported above in the section on the operation
of the: DAPC prograit. In sun we found that the concept of directed
credit wos generally accepted but thot nony noncgers were reluctant

to> assune the responsibilitics and wdditioncl work required to nake it
work well. Since the prirary rosponsibllity for the progran rests

in their lionds it is loperstive that they be given the support they
necd in terns of 1lozns and eonncctions with agrononists. FECOAC :ust
Play 2 larger role in providing this support.

Mcnbers of Cooperatives

In Toble Twenty-one we have five chrracteristics of cooperative
neubers related 5 production and inesue.  None of then relate to
production in a significant ucy but there is o slight tendency for
those in the production inerecsc cotuepory to be less active parti-
cipants --cttend ectings less and porticipate in other activities
less. On the other hond 211 the indieators-- years in the cosperctive,
attendonee 2t reetinge, nttendance ot courses, participatiosn index,
and knowledge of the dirceted credlt concept-are related to iner.:ascd
incone.  Once ogain we find cvidence £ tiw separation between
production and incone. This canforas to the sbservations of the
research teon that finds the lorger, nore econonlicnlly successful
fzroers playing o wore cetive role in the eosperntive.

Note that only 1% (4O sut of 277) were ~wore >f the eoncept of
directed crcdit. Since omly 7% of the snuple had atiended Jany eourse
given by the coosperative part of the lack of knowledge of directed
credit is explicable. Other recsons uay be that the concopt was not
discussed in the courses or that, if discussed, was not understood.
The conclusion fron this data is thot cooperstive education is both
lacking znd not very effective. Perliaps, as suggested in the next
section, other educational nethods osught to be tricd in addition to
the traditional lccture approach. %

{ eproduced from
ka5t available copy.
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CHARACTERISTICS OF MEMBERS RELATED TO PRODUCTION AND INCOME

TABLE TWENTY-ONE

- 55 -

Years in Cooperative

i
- Attendance ot Meetings
b

Attendance at Courses

Participation Index

!

Knowledge of —D;.’rected Credit !

' 1 {23 4 or mrei Regularly !Once in 2 Yes : No High Low i Yes No .
: ! } i while ; : |
! | : : ' i
. Production i : , ' : : .
i Increase W i B/ LS %o Y . om uh 9 46 L0 L2
: i i : ! i ;
Ko increase |, 52 ' 62 | 55 ; 60 , 54 l 59 56 ) 61 5k 60 58
i Potals 99 ! 100 ° 100 100 ’ 101 100 100 ‘ 100 100 i 100 100
: N !
. * t \ T
i . . .
Incone 1 i | i x l {
Increase 6 ' 58 . 54 ; 63 : 46 i 64 : L5 : 65 i 46 ' 75 51
: i [ ; ; 5 i ‘ 3
No increase Sk 1 k2 : 16 i 37 i sk ! 6 i 5k ; 3 ! sk 25 kg
| N ] ! i : ! i
: ! ! i ! i i
Totals " 100 100 : 100 l 100 } 100 100 99 ' 100 100 ; 100 100
Nw.ibers !5 1m g 18 l 145 i 133 133 151 126 158 : Lo . 237
: 1 : i 3




56 -

VII. PROBLEMS /ND RECOMMEND/TIONS

The results of the DAWPC progron ore clearly positive altlisugh not
spectaculcr. There is no doubt that credit coitbined with technical
assistance lg a workoble councept. But in the onalysis of the progran
we tound saue rlecents of thie prograu thoat were deficient. The 195t
ceriticzl Cefieiencies of the progroi ore:

1. Lack of aCequote credit
2. Lack of effective technieal assistonce
3. Murketing proble-s

In this fincl section these deficiencies ore swnarized by proble::
area followed by reeo..iendations for isprovenent. The five probler
areas are: Credit, Teclinical Jssistanee, Marketing, Mencgers, ond
Menbers.

i Credit
Problern:

The rogor problea in the credit 2req ls incdequate supply of funds
to fulfill the nini wuri credit necds of 4le DLPC progrcie.  As we
SUVE 8cen sone edopuratives Ntve becn foreed ta curteil their credit
activitico due tn lacdk of er:dit and nost Love kol been able to

give prefercntisl ceredit ratiss {3 tines savings insteccd of five

or ten tiics savings) to DAPC oppliennts. One of the reasons for
this loek of sufficicnt funds is that neny individusl eooperatives
have not estoblished or rnintoined erodit relationships with
availoble erclit institutions fro. which they could sbtuin
~dditioncl funds.

Rccumucni¢tion§

Our reco - wndstions to FECOAC for inerecsing the finorzial strength
of th: D'IC coo.:rstives are:

1. fcleet eod,eratives far the DAPC program which are in reasonably
sound finnncicl condition and which ore likely to be interested
in the DAPC yrogroi.  We suggest turve niniman requisites
thet shiould be fulfilled:

0. The cooperotive should bLave experienced syste:atie increases
in savings over the post year.

b. The cooperative should b fincneinlly able to pay for the
services of a field inspector and the A2NAgET.

¢. The cooperative shiould have a .ajority of its wibers who
are farwrs,

The eriterion of o systenctic inerease in savings urovides a
rough indicator of finoncial growth 2nd stability o>f the
codperative. Otler criteria eould be used if needed. The re-
quiregent of cbility to pey faor 2 ficld inspector and the
uanager is absolutely necossary because the DAPC rrograiy in
cach ¢ooperative crnnaot funet.on «ffictively without bath a
notivated ranager wnd o ficld inspector.  The close guidance
of a field inspeetor and the supervision and eontral he would
exercise ore indispensable.  The requisite of having a najority
of nenbers who ore in agriculturc is ane woy of assuring that
tie vanager and the byord of lircetors would be interested in

dirceted credit for agriculturs.
Reproduced from %
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Assist thw: cooperative menager to establish and aciptain
continuing reletionshiys wig&_gggglér sources of credit.

Possible outside creclit ssurces include the Cooperative Bonk,
the Dovelspent Fank (Banco lo Fouento), CARITAS, cooperatives
in osther countries, loc 1 sources such as churches, and cox-
ierciol benks. FECOIC shoull twely each codperative find credit
sources anl slould Lel. the wneger lecrn Low 9 conply with
th: mecesstry require-wnts to obtnin o stendy line of credit.
I ;oss5ible: FECOAC s'.ould nlsy try to cncourage credit insti
tutions, especinlly tle Coosperntive Brok, to sioplify their
require: nts for rurcl cospuratives md Lo proviie creait

terns which are cLpropricte for tis necds of each cooperative.

Estzblish o credit funi wader e dircet supervision and control
Of FECONC wien woull be uscd for fincneing tie DAPC progran
wit'. the codporotives.

hies fun! izt be obtrined fros nationnl or internctional
eri-dit institutious.

Proble::

T other problen in tie credit srea is thnt the DLPC progras
hns not been orgenized as - distinet, seporate entity within
the: Gaoperstives. There ore no exzon guidelines for inclusion
5 covjerntive s or tnlivilunls within the progra.. No suparate
accounts Are kept. Work plons are not standerdized. Mindoun
riequireonts Tor DAPC loans 'z ve not been wstablished. Controls
an the use of credit 2o not exist. Mo evaluation criteria or
qethiads Leve buen st up.  Posponsibility for obtaining tech
nicrl nssistone: or for obtoining lines of credit lave not
bucn ostoblisiwd. T tollowing reed vendations are designed
to hln FECOAC in ti. for.ction of o clearly defined DAPC
PEIIT

Recorawni-tiong

2. . fiell inspector should work for each cooperctive in the

DiPC jrogr..

L opart-ti o« or full- tiiwe p
under the ddrection of thw
lity toae

id ficld inspector should,
nnager, assuuc. the responsibi

1) Work with the neuber to prepere a Work Plan.

2) Provide 53w technienl rssistonce to the owber in
hota agrieulture ~nl in wencging sceounts.

3) oObtain the techniczl assistanc: of agrondaists for
groups Of 1k bers whio Love sinilar proble.as.

4) Perisdically visit caeli DAPC nernber t5 provide help
anl t3 verity (eantrol) tir i t'w: locn is hoing used as
vlanned and that <djustoonts in the Work Plan are nnde
LS NCCLSGRTY.

5) Cloce sut the Work Plan with b ecbor upon repay.ent
of the loan ond obtain nceecssary inforvation for

sensurcient of proaductisn rosults.
om
Re roduc_ed fr %
be?l available copY:
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Separate accounts should be kept in the eooperntive records
Tor DiPC 12ans.

Besides these scporate aceounts o separ .te file of DAPC
ie.bers with their Work Plan wasuld be useful for eontrol
cnd evaluation.

Mininu:: eriteria for DIPC lsans should be established and
dissenincted to nll cooperatives, such as an operational

nanual,

We recriend the following criteria:

1) Miniuun soviags of Sl 40O which would ollaw a .iniuua
Lyan »f §f 2,00C ot five tics sovings.

2) Systenatic savings by tle .miber for o aininun of three
conths prior to the Loun.

3) DAPC loan litits siould be froa five tiues savings to
cight tines snvings.

k) The loan perisd should be appropriot: for the product
(for exanple, b yocors for raising cnttle, 5 years for
growing cacao).

5) The 1oon agount should be adeguate to copletely finance
the product taking into consideratiosn the resources
Jf the borrower and his requirencnts for Jdaily living
(for exaple for one heetore of wheat - §) 1,400, for
one hectare of Lotataes I 8,000, for one cuadra of
rice: - § 1,000).

6) DALPC loans sioull be given as lines of credit which are
drawn a21ainst by the nenber in accordance with the
Work Plan.

7 Capitalization or sovings by the ncober on the DAPC
lonn should be 5% incterd of 10% which we beliove is
excessive for st iw bers.

8) Loan recipicnts who o not use their DAPC line of
credit in accorl with their Work Plan should, after
o report by the field inspeetor, lose their right to
the line Of credit and b> toaorarily suspended fron
t.ue DAPC yrogre.i.

A Work Plan siould b prepared for cacl loan.

We Work Plon should be a learnlng experience Cor the
Jenber; he should understand each step as he prepares

it with the field inspector. he Work Plan shonld include
estinates of all costs, including the cost of hiis labor
ond the labor of s fanily, a tine scihedule, production
estinates, price estinates, and , finclly, estinntes of
profit. These estinotes should be coupared with actual
costs as nceurntely os possible when tlie 1loan 1s paid by
the nenber,

Systedatic evaluotion iiethiods should be incorporated into

the: DIPC prograil.

Three aspects of the DAPC progran require evaluation:

1) Effcctiveness of tcchinical assistonce

Infriinl continuing evaluatiosn which is based an
reports written by the FECOAC dircctor of the DAPC
proyirea.. v a seaber of liis staff after ficld visits
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slinuld be done. The cooperative .anager, the field
iagpector, agronsuists, and renbers of the cooperative
should be infor.nlly interviewed on these Tield trips.

2) Loans, tierbers, and savings

Annucl reports of nunbers and increases or decreases

in D\PC gegbers; nuuber T loans, totol amount of loans,
and incresses or deerecses in savings of the DAPC
uenbers.  Inforuotion for these indicators is based

on tin: recorls > thw: DAPC czoperntives.

3) Proluction results

Aaunual sunaary of reports prepared by field inspectors
of each esdperotive based on Work Plan infor-ation.
The inforvetion would be sbtained when the ne.ber pays
Niis loan.

Technical Assistarﬁq

Pr:’blt:..'.'.

A1l covperctives lack adequote techinical assistance for the nenbers
in the DAPC progra.n.  In sone cases up t2 75% >f the DAPC nenbers
received teciinienl assisteonee; in other cases only 25"}3 received
technicol cssistanee.  Since tine concept of directed credit
requires techinizel inputs wit's laons it is ingerotive that najor
eupiasis be ploced on inercasing t'e availabllity of techinical
assistanca.

Recocnicndations

1. The lield iaspector, with the lielp e1d support of the cooper-
stive, ionacer, board of directors, and FECOAC, siould estab-
sl ond seintoin continuous relationships with teclinical
ussistance rossurccs in order tv ossure the availability__o_f_

2. Goverauental orgeaizotions (c.a. lgricultural Extension
Service of the Ministry of Production, Andecn Mission,
Institute for Research in Agriculture and Aniacls (INIAP)
Notional Wheat Cow.ission, Natiosnal Rice Cowriission, etc.s.

b. Counercicl Zgricultursl Praduct Corpanies (e.g. FERTISA,
El Campo, Kriiger, ete.),

¢ FECOAC (igrononists who have been "loanc@” to ¥FECOAC to
work with the DAPC progra:.

d. Agrononists on the faculties of Agricultural Schools.

e Agronduists hired by individual cooperatives or groups of
cooperatives to work with their nembers.

f.  Individuzl cooperntive wuenbers who Lave acquired special
knowledige through expertence or fron eourses. This is
a valuable resources tint is osften overlooked.

Problen
Technical assistance, when availabke, appears to have a limited

effect on the iuprovenent of praduction, In sther words, the
quality of technical assistance appecrs o be notnbly deficient.

Reproduced from
. best available copy.
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This defieciency in inforiation trensfer and adoption of iiproved
agriculturzl netliads by the foraer is n9t due £5 lack of knowledge
by the cgronouwist.  Rotiier, the proble.. lies in the inadequacy of
the teaching nethols and in tle ineffectiveness T the corrunications
betwec tue corinouist and tlee far er. The probler: is one of
ioproving the proeess oI infaroation and skill transfor.

Recuruendations

1. agronsaists stould ioprove their educetivnal uethods

s is the %oy foetor Tur 1oproving tie quality of teechnical
cgsistonec. It is not tie kaswledie but how (the process) thie
knowled e is passe -u tlat is the eriticezl probleir for the
LAPC progr-:. I.proveaenis in the clucation pracess requires
thet tie -oronoiist receive infarsction {fecdback) about his
aun effectiveness.  He should e exposed to varisus teaching
teeiniques ond e should leorn ore obout esvwnication prablens
~id skills. Tioree possible ways of inproving the ~gronauist's
teeeliing skitls oo

. Poriodic ucetines shzould Lo held arong agronoinnsts of an
aree (governsental,coisiereial, privote, ete.) with field
inspectors, :wnegers, feruers, ond representatives of
FECO..C. T.e principal shbjective f tli-ssz neetings would
be to provide the cgronoiists ond f1eld inspectors with
inforiation (feedback) concerning thieir effoctiveness with
farners.  Common problens cnd iders woull be shared.

b Visits by sther @pgronnists onl courunication specialists
to> illustrate cduentional techniques ond ts discuss cone
Jaunieaiiosn eomeepts anl problehs.  These visits should
eaphnsize the clucztional proecss but eould riss include
presentetion of new agricultural nethods.

c. L-Lor:tory trcining in lhuaen relotions for agrsnonists,
Z:ld insicetors, and nanocgers.

2 aprons.sists siould work with sncll yroups of uenbers

Work witlh ind.vidusl ucobers sbhould not e eneoura ed except
in unssunl ecircu.stoices.  Group learning oppecrs 5o be as
effeetive ns individuzl leerning, especiclly with poorly
cdueated far ors wlo ure suoctines veluctant to as't questions.
These ferners would lecrn 1o coel other os well ns fron the
terono ist.e J1s), grovps learning is more effleient in that
vore farners ure eiLosed to the agronoaist tlian would be
12sslible on a one-to-oa: bosis,

3. Denonstrotion plots or eYpericentnl prajects with snioals
siiould be establiglied for prinei): 1l lLroducts or potential
sroducts of cach coaperative area

This classienl ogriculturcl extension nethsd should be used
with the 2.PC wibers, plocing eipls sis on costs, In adlition,
attepte shisuld be onde ty intraduce Hlher erops to the ares

if conditizns pernit.

Markoti_n;_,'

The duta ~nd rnalysis as slown thet tlere is virtually no syste;..
atic rel-tionshiy Uctween Inere sed production ~nd inerecsed
ineoiit.  Furt'cr ore, the sbservetisus of the resesre): teo: eonfirn
t.w existence or serious nrecing provler Tor the uenbers of
the DAPC proqrec If t0 DAFC proges . Lo to fulfill its “baccetives
to both lacrence prodnetlon sl Taeo e serioug attent?in nust be

given tu the rrorketony provle . o
ep c
1‘?0 best available copy.
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Problen

The ucjor aspects of tle aerketing problen, based on our linited
ohservotions during this study are:

1. Individunlis;: of ncabers

Most erbors believe tlat it is cconduicelly advantogeous for
thed to sell their products on an indivigual basis. This belief
is strongly reinforend by the narketing custors of thie country.
In addition, .enbers tendl to distrust other :eubers in econouic
ntters.

2, Lack of operating copitnl

Menbers gencrally as not have suffTicient copitnl to transport
their products to tiie best aarkets. The cooperctives suffer
fro. the sone debility.

3. Lcck of Mnowledge of the best uge of lend for production

Mast products are praduced for traditisnol reasons handed down
fron meneration to generction. Loand areas hiove not been
anolyzed ccearding to whicl products ore best suited to the
porticular conditions of cach area. The technical ceriteria

for Ceeiding best land use in terns of clinate, quolity of the
soil, terrain, ond plant and cnioel discases has been lacking.
Thus, in nony cases products are raised under .uarginol

cirecu .stuaces.

k. Lock of knowledee of econonic foctors

KnowleCpe of deaand, 1local ond international eoopecition, and
varketin, conditions is not aveiloble. Morket glucs, such as
osceurre. wit. potatoes, is a good exacple of lack of planning
ana awaoreuess of these ccononiic factors.

5. Lnct of -lequate storoge facilities

In soae arces products are harvested and norketed within a very
short tie period causing excessive supply over deiand and
subscquent price drops. Few if any worelibuses arc available

to per.:it storage mtil recsonable iorket prices are obtained.
Even if ovoilable, ciwe?it has been lacing to finance the
storage of products.

6. Price instability

is o conscquenee of the tiree factors just wuentioncde- nmarginal
production, excessive supply over deaiond, cnd lack of atorage
Tacilitiess- prices fluctuate widely. The inevitchle result
is low prices wiiich iwust be accopted by the far.er which often
do nat even cover lis costs. lws the efforts of the DAPC
prograin 12 increase praoduction soiletiaes lead to losses rather
thon gains Tor the farner.

T. Probdlens with uuniciypel authorities

Municipnl authoritiecs wio regulate the loeal .arkets often
creote difficulties which hove negutive effects an the profits
of the foriier sclling his produces. Tor example, outhorities
so.uctiues cre able to farce the farcer t9 sell to a designated
buyer at a fixed price; tlioy can inpose fines on the farner
for infrmetions of rules; and ean designote the ploce where

buying and selling takes place.
o ] 1 Reproduced from %
best available copy.
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Recornnendation

1. FECOAC sliould obtain o study ian depil: of the marketing problens
of the principal products in the arecs where therc are D@gg
cooperatives

This study should be eonducted in elsse coordination with other
organizations who ore interested in the nerketing problen,
especially govern entcl institucions und should consider the
followiny foctors:

. The econdude fersibility of sclling tlie products af eooper.
ative aeiers s o grovp,

b. How t> overcone tlic long standing barriers of tradition
and ecusto. to sull on on individuel bosis,

c. The anclysis ond disserination of infornietion about the
teciniesl factors whiehi iufluence land use.

de The anolysis and dissenlnation of inforaation absut the
ceond ilc factors reloied to nerketing,

¢, The feasibility o>f a erorcianted progran of storage and
ainiawa price supports invalving overn:entcl and private
instivutions.

fo The recpitility of esteLlis!dng o speclzsl fund for the
short tern financing of tle unreting process of DAPC
neinbers,

Managers

Problen

Soiie mnagers have very little interest in proaoting the DAPC
progra..  Thais lack of interest appecrs to be coused, at least

in poart, by the reluctcnee of soue wonagers to assune the extra
work and to spend the additiosnal tine necessary far the progron.
Recouendations

1. A field inspector, under the direction of the nmanager, should

asswie a_large part of the daily responsibility for the DAPC
prograii

His duties should include the preparation of the Work Plen
with the wbder, Tield visits, ond the arrangeaent of technical
essistance by agronoaists.

2, .a econdiic incentive should ' paid to the nanagers f the
D.PC_cooperntives

For exanple, increase the interest rote by 0.5% o DAPC 1loans
for "fdministrative Casis" of the DAPC PrIEreile

Prable

Sone nanagers have 2 poor uadersctunding of the concept of directed
credit and of ethods of cdiinistration of the DAPC progran in
neir coodperatives. his lack of understonding is duc to the lack
of clearly defined fuidelines and to Incdequate training for the

PAEC pra-ran. Reproduced from
best available copy.
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1., 4n operational ..onual for the DAPC progran saould be distributed
1o iamagers, Tield inspectors, agrononists, and x:xez.nbeg_g.

This operational manual is currently being prepared by FECOAC.

2. Training courses shoull be given to ianagers of prospective
DiPC_cooperctives os a condition Tor entry into tlie prograii

Field inspectors should alss e trained.

3. 4 FECOAC stall .e.bor shjuld periadicaldly visit cach DAPC
Sooperative to discuss problens with the staff of the cooper.

ative, especiclly the naneger and the lield inspcctfo?.

Problei

Most aanogers lLiave not established continuodus relotionships with
individunls or institutions whicl could provide cssentiol help to
edoperatives, both :n technical sssistonce and in eredit. This
lack appeors €9 be due £9 lock of 'widvledse of available resources
and/or lack of .otivation oa the part of the oncger.

Recouviendations

1. FECOAC should annually prepore o Cirectory of institutions
wiich provide techaical assistonee or credit to farners.

This iufor.mtiosn should be seat to o1l cooperatives.

2. Eachi wanagor shoulG be Jirectly assisted by FECOAC to establish
the neccssary contacis for the provision of teclmical assisw-

teilco nnd_'cr('di't, tor ais cooperative.

Menders

Proble:

Most of the 'wenbers of the DAPC prograr: lack even a ninimus know.
ledge of the prograa.  Over 80% of the i bers have little or no
underscanding of the concept of directed credit. Only half of
the DAPC nerbers Liove ~ttended o eourse given by the cooperntive,

Recoiuiendotions

1. Davelop rraphic aateriols wiich cxplain and proudte the concept
of directed credit

For exanple, slides, notion pictures (colored), geies, coumic
books, posters, oand porphlets. The eost for the cdevelopilent
of these raterials shiould be poid by orgznizatisns such as
US.ID, Confederation of Cooperstives of Latin fi.erica (COLAC)
or other internatlonal organizations.

2. JArrange.ent of exchacnge visits LG uenbers of cooperatives
1o discuss problens and idcas reloted €5 dirceted procuction
cradit.

FEC0:/.C is presently promoting such: visits.

3. Provide coursrs wiich treat tlie subject of directed credit

Reproduced from
best available copy.

ond ca-g;;n?'tiv151.l.
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- Qué opinidn tiene del Créaito Dirigido?

- Noubres de 1os sociss que t:stdn en cl Progroma de Crédito Dirigico,
ninero de préstauos, cantidad y objetivos

NOMBRES Na. PRESTAMOS C/NTID/D OBJETIVO

lo.

- Qué requisitos necesita un s>cio Pore recibir erfdito?
- Hay olgin control ui. L.woe Iaoctupeto e ara 198 erdddtos?
~ En quf forw se entrege el dinarc en ~) Trigraun de Créddito Pirigido?

- En qué gredo tiene el socios un 1'er esrrits pora poder utilizar el
préstano?

- Estf bien que sc pida el plen ce inversisn?
- Qué factores o cosas soa inclufdas ¢n cse plan?
~ Quién o quines deciden el que e ctorsae el préstaro?

- El cfedito que do la cooperative es tarbida en fertilizantes, sonillas
calificadas, cte.?

Qué ayudo técnica es disponlble pora el socin?
Quién proporcionn esc ayuda téenica?
- Cno se cstd dand» eua ayuda?

- Cudntas vecces al afio tienen reunidn de Asarblea General los socios
de 1ln cooperctiva?
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“w . Annex A

Cufintos socios asisten?

Nénero de sociss actunles?

Niners ae agricultores?

Si tienen rcuniones qué indican o ensefion al socios?
Sobre comerciali: cidn,

Sobre Baneo de Cooperativas y sus créditos.
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ANNEX B

C5d. Col.
Noitbre del Encuestador 1l
2
Cooperativa Niners 3
Control L
Desde cufnds es socio de la Cooperativa? 5
CREDITO?
Cudritos préstamos he reeibido de la Cooperativa? 6 .
Cufl es la cantided nfs gronde que hio prestads? 7T
La cooperativa le da algunas indienciones (sugerencic:, )
recouendaciones) pars el uso del préstano? 8 '
]
s{ No ’
Cunlc:s? 9
PLAN DE INVERSION: :
Hace Ud. un Plan de Inversisn (trcbaJo)? :
s{ No __ 10 !
|
Hace 8215 5 con clguient? (Quién) n |
Qué cosns (actividndes) puso en ol Plan ‘ '
de Inversidn? 112
’—
Cree que es conveniente el Plan de ,
Inversidn? )
} s{ N> '

2'7%



.. Annex B
Cole Col
Lleva anstaciones (cuentas, notes, cpuntes) de 1los
gastos que hace)
St __ No IR
TECNOLOGIA
(Para Agricultores)
Usa Ud., abono qufidico pora sus cultivos? 15
Sf — No. —
Desde: cufndo? 16
Hz hecho andlisis del suels? :
s{ No i
i
i % :
Pesde cudnda? 18
|
L
Usc Usted insccticilas, fungicidas o posticidas (rene.
dios) perz sus cultivos? 19
st No j
1 ,
A —
Desde cufmin? 2
E
Usa Ud. natannlezas pore sus cultivos? !
i
s{ . No . a
| i
v ;
| ' :
Desde cufnda? 22
' i
Usa Ud. senillns calificadas (nejoradas) parn sus :
cultivos? ‘
s{ __ No 23
!
v
Desde cufnda? L
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3 /nnex R
._QD.‘!'.‘.:_..CE!‘.',.
Jsa Ud. riezo poirc sus cultivos?

s{ No 25

T S 1™t 10 et s e v Em s s e PR e ol o hEe® s cm s e o s = hrem s e e een ma

Dosde cudndo? . 26

e B I L I L T Iy

Use Ud. raquincrie cerfeola para sus cultivos?

s{ N> 27

- .- crem -

v

e I T I i AT,

Desde cufnd>? 28

T T S e s e st m ta et cmt st e fe b s e e ma e v b gt oo - o m——

Eace Usted rotceidn (ecidiss) de cultivas?

s{ No 20

!

D:se cufndo?

e i R e IR S S —

S T S S T T S e C tl tm C e e e st e e s h s et e ——— —— . s = et =i e

S1i tiene ustrl uscnos en el terrens gue hace ustel? 3

T S et e e sttt e m e cme mt . cet st e mmemo tmm - sht . mee pe e

(Pars Crizdores ae /ni cles 5 .wves)
,
Vacuas sus ua.utles y/2 aves? 32

s{ No

Desce cufnds? e e e 33 ¢

T T st e e e e e s e e e (= e an s - e b e——— . o o= 4}

i
Les da oli iento belaueeads (sovre clientacidn) . 34

s No

. —am——e

B e R e I R T L R

3

Desde cudndo?

S et etin e S @ e it e e ey -

S S R e st ittt e B st e e e s s st e —— e o oo o o)



Tiene establas, chancheras, gallineros para sus
aniiles o aves?

s No

————— ——m—

¥

Annex B

Cod, Col.

| 36

Desde cudndo?

I 37

Quién le enseii$ o usar estas técnicas (PROFUNDIZAR) i | 38
]
—— ! ]
|
ASISTENCIA TECNIC:. .
Recibe asesorciviento en téenicas agropecuaring? ,
si No : 39
— _— ]
Guidn le do cste csesorcidento? ( PROFUNDIZ\R) - '
_ ko
——- i 'r
El nsesoreudents 1o recibe en grupo o indi.. : !
vidual:;ente? ! h
Cuntas veces .o recibildo este asesoranien.
+ 19, desde que ingres$ a la Cooswverativn? k2
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-5 - Annex B

PRODUCCION

Qué cultiva usted?

, La altiia coseci I'Le cosecha anterior Lt otra ontes de
PRO- i la anterior
© IUC0 Wo.dr " qq. Irea [ Wo.Ge qq. ‘srea  Wo.de qa nrea

' . qQ. : seuls terreny  aq. s¢ .i. terrens  qq. ! send. terrend'
1 K .

T 5

IS N

]

Terrens total

Por qué hay la diferencia? (81 hoy diferencia entre coscclios)

Qué aniuales y aves ticne?

: iniunoles 5 iwves Na. en 1971 No. en 1970 No. en 1969

Por qud hay la diferencic? (Si ucy diferencic cntre afios)
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-6 . Annex B

CODIGO Cad. . Col.

VARIABLES DE .
PRODUCCION

Terreno total: Mcnos de una lhectdrea (1)
1 - 3 hectéreas (2)

I 8 ‘.cctéreas (3) .

-~
=
—

b3

9 5 .ds hectdrens

Arroz Lo isio ¥ 19%
,
renos D%
Ve
s 20%

Ll
Papos Lo .iso T 19%
Jenss 20%

As 20

45

w = o r =
—r v e

Trigd Lo niso T 197
1ends 07
A".'ES 20%

L6

P~
w O =
e e

Ceboda Lo sio T 19
tienos 20%
nds 20%

W7

Frutales Lo nisio T 19%
enas 204
rd
uds 20%

emad

Otros cultivas L> aisio T 19%
uenos 209
nfs 20%

b

Ganado Lo uilsmo * 1l
ilenos 2
wds 2

Chanchos Lo aisio - 3
rienos 4
ads b

51

RN

fAves Lo nisuo - 10
rienos 11
ads 11

52

Otros aniinales Lo nisuo
1.enos
ufis

53

P Ve e e ) [~~~ N e~ T e Ve Ve
w O+ w - w N - w N w - (S o o N =
N Nt Nt [t N N |t St e A | St S N S st e e d




INGRESO
Ha hecho .:ejoras cn 1 casa este ~iio?

s{ No

——— —

Ha hecho nejoras en la finca este ofin?

s{ No

Ho couprade Hbs terrcns en cste 2fin?

s{ No

- e ——— .

Manda a sus hijos ¢ 1t escuele 5 colesis al pueblos?

s{ N>

—— ——

En este oiio ha eonprados objutas co.x radls, medod,
televisidn, biciclets, nfquina de coser?

s{ o

- ——— —————

En este afiu hiz gonado .48 diners que el afiv pesado?

finnex B

Cod, . Col.

s{ N> . 56

! —

I Cudnta? 57

' Por qué? 58

i . .
COMERCIALIZACION f '
Dénde vende Ud, los productos > lus eni.icles? ' 59
Vende Ud. 851> 5 en grups? )
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Tiene algin problenc para vender sus
productos > aninales?

s{ N>

1
i Cuflles?

Cino e gusturfa vender sus praductos, usied isnd
9 en grupo con otras agricultores?

PARTICIPACION

Asiste usted a lng reuniones de su cooperativa
regularaente 2 s51o de vez en cuando?

Regularuente De veez cn cuando
En las reuniones de la Cooperativa presenta sus
idens (sugerencias) a los dends?

s{ N>

H sido Ud. un niembrs de la directiva de su cooperativa?

s N2

sr— ——

Hn asistids Ud. a 1los cursos (ciclos de conferencic)
dugos por -su eooperativa?
s{ o

P ——

Indice de participacisn

Pertenece Ud. o nlguna otro arganizacisn?

s{ No

Cuél es su opinidn del CREDITO DIRIGIDO?
(Si n> sabe, una breve explicacisn)
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USAID/E COMMENTS ON THE DAPC EVALUATION

The Directed Agricultural Production Credit (DAPC) program of CUNA/
AID was started in Ecuador in 1965, Since that time Ecuador has been
cited as the example of what a successful DAPC program can accomplish,

This evaluation was developed when it became apparent to USAID/E and
the Federacion Nacional de Cooperativas de Ahorro y Crédito (FECOAC)
that the program was not progressing as well as planned. The primary
purpose of the evaluation was to identify problems and make recommenda-
tions for corrective action to FECOAC and USAID/E. In addition, the
Mission hoped that the evaluation would yield sufficient information to
answer a more fundamental question: Was the program not functioning
well because of inherent problems in the conceptd DAPC, or because of
the way it had been developed and administered in Ecuador?

As a result of this evaluation, and other existing reports on the DAPC
program in Ecuador (see footnote, p, 2 ), USAID/E would like to make
available to AID/W and interested USAID Missions some of its observations,
conclusions and recommendations regarding the development and feasi-
bility of the DAPC program,

Scope and Accomplishments

In spite of the limitations on specific conclusions (see Mission-added com-
ments on the methodology), the data permit general observations and con-
clusions about the DAPC program in Ecuador. First of all, in spite of

six years of DAPC promotion in Ecuador, the program has remained

small, and has affected only a limited number of people, The current eva=
luation shows that only 17 credit unions are considered to be active in the
DAPC program, and the activity of some of those is questionable, 1/ At

the most, the program currently reaches some 1,200 farmers dire;ﬂy, though

y John S. Davis came to the conclusion that out of a claimed 26 coopera-
tives active in the DAPC program in 1969, only 8 had a functioning
program of DAPC. A Study of a Pilot Project in Directed Agricultural
Production Credit in Ecuador, (November, 1969): p. 31 . In the
section of this evaluation entitled "Description of DAPC Program", it
will become apparent that the situation has not changed substantially
in the intervening two years,
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more have received at least some instruction in DAPC concepts, These
figures fall woefully short of even the first four-year projection of the
project as shown below: E/

Year No. of coops No. of members
1965-66 7 3,500
1966-67 17 8,500
1967-68 27 13,500
1968-69 37 18,500

Moreover, since most of the participants were incorporated into the pro-
gram in its early years, it appears that the program is tapering off rather
than expanding, in spite of the fact that approximately 20 per cent of FE-
COAC's annual operating budget over the past fcw years has gone to sup-
port the DAPC program,

Second, the DAPC program has beeu relatively unsuccessful in mobilizing
technical assistance for participants in the program, At the time of this
evaluation, only two Ministry of Production extensionists were assigned to
work full time with the DAPC program, and the maximum number that had
ever participated in the program was four, This has been inadequate to
provile agricultural technical assistance to participant farmers, For the
most part, technical assistance has been obtained haphazardly by the local
cooperative or individual member, and even that has not been too frequent,
Only 55 per cent of the respondents to this survey reported that they had
received any technical assistance at all during the past year, and of those,
12 per cent had received assistance only once and 53 per cent not more than
three times, This means that only 26 per cent of the DAPC participants had
received four or more visits from an extensionist or had attended four or
more group courses, It is not surprising, then, to find (Table 18) that tech-
nical agsistance has apparently had little impact on increasing production,
The fact that technical assistance correlates with use of agricultural tech-
niques (Table 19), but not with production, further suggests that technical
assistance has either been insufficient or mappropna.te to bring about the
correct use of these techniques.

E/ Ibid,, p. 4 . Even if a different base has been used in computing
DAPC membership, the program in all respects has fallen far short
of its intended objectives,

185



«3 -

Third, the DAPC program has been equally unsuccessful in mobilizing
adequate credit to meet the demands of participant farmers, Lending for
agricultural purposes requires considerable working capital, The local
‘credit unions have been unable to meet this demand from internal savings,
and loans from outside sources have not been effectively sought, Faced
with liquidity crises the local credit unions have reduced their ratio of
loans to savings for DAPC purposes,

Finally, there is no conclusive evidence that the DAPC program has con-
tributed either to increasing the preduction or income of its participant
farmers, Production and income increases have been moderate or ne -~
gligible, and not necessarily attributable to the DAPC program, Produc-
tion differences in Table 6 are statistically insignificant, and could be due
to random or extenral factors, It may be, therefore, that the measuring
instrument was not capable of detecting changes in production, that the
past year was not a representative year, or that there is a time lag in
production increases which has not been taken into account, Nevertheless,
there is evidence that technical assistance has led to adoption of new agri-
cultural techniques 3/ (Table 19) and new attitudes toward production, which
has been one of the crucial aims of the program,

Reasons for Poor Performance of the DAPC Program

The problem for FECOAC and USAID/E is pressing and immedizate:

what can be done, or can anything be done, to strengthen the DAPC pro-
gram in Ecuador? For AID/W and other USAIDs that might be interested
in establishing DAPC programs, the questions raised by this and previous
studies of the DAPC program in Ecuador are more conceptual, Is DAPC

a workable concept? What inputs are necessary to make the program suc-
cessful? What pitfalls must be avoided for the program to operate success-
fully? The answer to these questions can only come from careful analvsis
of the reasons for the relatively poor performance of the program to date,
The evaluation goes into the problems encountered by the DAPC program in
considerable detail, In this foreword we will attempt only to summarize
these findings and draw some conclusions,

g/ Although it may be that those farmers who are so advanced as to use
new techniques are those who are seeking technical assistance,
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Credit

The first problem encountered by the DAPC program has been a lack of
sufficient credit, or capital, to meet the needs of participating farmers,
Agricultural credit for production requires large amounts of credit custom-
tailored to the needs of the individual farmer, The amount of credit needed
has been beycnd the internal capacity of the local credit unions, FECOAG
has not established a central credit union, so it has been unable to make
credit available to participating DAPC credit unions. The Banco de Coopera-
tivas, even though most of its loans have gone to credit unions, has not made
available sufficient lendable capital to finance DAPC needs, partly because
no coordinated effort has been mnade with FECOAC to plan for and set aside
the needed credit, and partly because the Bank has shied away from relative-
ly risky agricultural loans, Finally, other potential sources of credit, such
as the Banco de Fomento, have not been sufficiently utilized in the program,
because the local cooperatives have been cither unaware of or unwilling to
take advantage of them, Given these constrainta on lending capital, the pro-
gram was structurally limited in its potential coverage from the beginning,

A concerted effort is required in order io make the necessary advanczd
arrangements to assure the availability of needed credit,

Technical Assistance

The second major problem identified in the evaluation has been the lack of
effective and sufficient agricultural technical assistance, Too few agricul-
tural extensionists have been assigned directly to the project and too little
attempt has been made to utilize other potential sources of technical assist-
ance for these to have had a substantial impact on the appropriate use of
credit in agriculture by a significant number of people, This is corroborated
by the fact that nearly half of the sample had received no agricultural tech-
nical assistance at all, and by the lack of relationship between the use of
agricultural technology and increased production, The evaluation report
also suggests that the methods of administering technical assistance used
by the extensionists may be inadequate,

Managers

To some extent the evaluation points out that the lack of credit and adequate
technical assistance may be due to the lack of initiative of local ccoperative
managers, Quite frequently available sources of credit and technical assistance
are rot exploited because of a lack of knowledge or interest on the part of the
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local credit union manager, This may be the greatest weakness of the
DAPC concept as it is now being developed, The DAPC program places
great emphasis on the dedicated initiative of the local manzgers, They
are Lo help develop work plans, arrange technical assistance, arrange
credit, provide field supervision, etc. But few of the managers had ade-
quate training, some were not sufficiently interested to perform the job
well, and some were too busy to carry out these functions,

At least part of the problem with the managers may be due to the rural-
urban split of the DAPC credit unions, Managers from predominantly, or
even marginally, urban credit unions tend to come from ‘he urban sector,
Their interest and concern with agricultural production and DAPC are
notably reduced.

Marketig_zg

The report points out that little has been done in the DAPC program to pro-
vide for the marketing of farm products. In several instances (not detailed
in the report) this has resulted in prices dropping when farmers increase
production in excess of market demand. The few attempts to market coo-
peratively have been unsuccessful and short-lived because of lack of know-
how and organization,

Federation Backstopping

Finally, the g DAPC program has suffered from the lack of sufficient back-
stopping by the National Credit Union Federation, FECOAC, Insufficient
time and energy have been spent in training managers, standardizing pro-
cedures, monitoring credit, providing assistance in developing work plans,

locating and facilitating credit and technical assistance, and providing
motivation and education,

Conclusions and Recommendations

What this evaluation has shown is that DAPC is, as the evaluators observed,
""deceptively simple', However, the Mission believes that the DAPC pro-
gram is an effective means of reaching the small farmer with credit and tech-
nical assistance. In fact, it appears that a program similar to that envisioned
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in the DAPC concept may be the only effective or potentitally effect
means of reaching this population, The problems encountered with the
program seem io be related more to the particular manner in which the
program has been developed and administered in Ecuador rather tuan to
basic conceptual problems inherent in DAPC itself, However, based on
the experience in Ecuador, the Mission believes that there are difficul-
ties in establishing and operating a successful DAPC program which need
to be recognized by AID/W, the USAID Mission, and CUNA, With this
in mind, USAID/E would like to make the following recommendations to
Missions contemplating or currently initiating a DAPC program,

l,  Financing - Any program ‘hat attempts to establish DAPC credit
unions should provide adequate, timely and dependable financing
for DAPC credit needs, This could be in the form of a direct loan
to the credit union federation, a loan of adequate amount to a coopera-
tive bank with a portion clearly earmarked for DAPC, a loan to a
national developmen. bank with an adequate portion earmarked for
DAPC, the establishment of a central credit union within the federa-
tion with centralized funds and accounting (COFAC) so that savings
of urban credit unions could be utilized in the DAPC program, or an
arrangement for adequate credit resources between the federation
and local credit institutions, Any DAPC program that does not include
adequate financing is probably a waste of time and effort,

2. Managers of local DABC credit unions need to be thoroughly trained
and periodically retrained in the program, and kept abreast of and
in contact with available sources of external credit and technical
assistance. If the manager himself is incapable of meeting the demands
of a successful program, another credit union employee should be
charged with full-time responsibility for overseeing and promoting the
program at the local level. The danger in this, of course, is that it
might build up a bureaucracy that cannot be sustained internally,

3. The federation must be convinced of the need for, and must be able
to provide continued, competent monitoring and backstopping of the
DAPC program,

4. Adequate agricultural technical assistance must be provided and must
be coordinated closely with the program by the federation and local
cooperative managers,
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5. Although it may be preferable to avoid directly involving the DAPC credit
unions in marketing, some provision must be made to establish coopera-
tive storage and marketing facilities for the member farmers, in order
to protect them and their loans from ‘he vicissitudes of the marketing
system, Where an agricultural cooperative infrastructurec exits, it is
probably best to channel marketing through that system. If, however,
no such infraetructure exists or is likely to be developed in the near
future, it may be necessary to either create some type of central
marketing cooperative, or to completely transform ihe DAPGC credit
unions into what they are already becoming --multi-purpose coopera-
tives,

One potential model for resolving this problem is being experimented
with in the province of Carchi in northern Ecuador, Existing rural
credit unions and agricultural cooperatives have joined together in a
central association, At the present time this association is only in-
volved in farm supply operations, but it is planned that it will take on
marketing functions as well, USAID/E will conduct an evaluation of the
Success and merits o this approach during FY 1973,

John H, Magill
Evaluation Officer
USAID/Ecuador

Luis G, Stelzner
Cooperatives Advisor
USAID/Ecuador
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USAID/E COMMENTS ON THE METHODOLOG Y OF THE DAPC EVALUATION

As a result of discussions within the Mission, we would like to add some
qualifications on the methodology employed in this evaluation and the
limitations it imposes on interpreting the results of the study and its
specific conclusions. Before doing so, however, we would like to stress
the importance of the evaluation, in the way it was conducted, and our
concurrence in the general conclusions reached,

It is our belief that the most important result of this evaluation derives
from the way it was conducted. In 1969 USAID/E financed a study of the D
DAPC program by Jon S, Davis. This study amassed a considerable a-
mount of data concerning the program and arrived at rather significant
conclusions, many of which have been supported by this study., However,
because it was conducted from ‘he USAID office, with scant participation
by FECOAC, the study was never given serious consideration by the federa-
tion, It became, in essence, ancther study that sat on the shelves. The
present study was conducted differently. It was designed in close coopera-
tion witk FECOAC. The USAID-funded contractor worked out of the FE-
COAC office. FECOAC assigned personnel to all stages of the evaluation-=~
design, structure, pre-testing, data collection, analysis, report writing,
and post-evaluative discussions of the conclusions, It even funded the

data collectors (through USAID Pro/Ag funds) and considered itself res-
ponsible for them, The result has been that FECOAC considers the eva-
luation to be its study, identifies fully with it and its conclusions, and is
taking positive steps to implement the recommendations, This has been
the greatest value of the evaluation.

Second, the Mission generally agrees with the conclusions and recommenda-
tions of the study, although we want to point out (and this is the reason

for this appendix) that many of the conclusions derive not from the data
collected through the survey, but from personal impressions and observa -
tions by the evaluation team, FECOAC extensicnists and Ministry of Pro-
duction personnel, In short, the survey data have a number of rather
severe limitations that do not allow the conclusions to be made on the

basis of the data alone, While this is a clear shortcoming of the evalua-
tion, the Mission feels that the conclusions and recommendations of the
study are basically sound and the objectives of the evaluation lave been
successfully realized. The magnitude and achievements of the DAPC pro-
gram in Ecuador have been fairly well described and the major short-
comings of the program have been identified, We will, however, add some
observations on the methodological limitation of the study for the benefit

of AID/W and other Missions considering similar endeavors,
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Methodological Problems

L.

Credit-~The study was to assess the effect of credit on production and
income, It presents the number of loans a farmer received during the
past year and the size of his largest loan. It does not, however, give
the amount of credit the respondents received, Therefore, it is not
possible to compare amount of credit received with technical assist-
ance received, size of land holdings, production or income, It is
also impossible to verify or refute the evaluator!s statement that
larger farmers received more credit, Furthermore, it is impossible
to establish a meaningful correlation between credit, production and
income,

Production--Production data is extremely weak, especially in regard
to animals, A small farmer (with 1-4 hectares) often does not attempt
to increase the number cf animals he maintains as a base stock, Ins-
tead, he buys, fattens and sells animals, The research did not take
this into account, The que stionnaire was worded in such a way that if
a farmer had just sold his animals it might well be recorded as a pro-
duction decrease even though he had sold more this year than last,
had had fewer animals die, or sold fatter animals, all of which might
have represented production and/or income increases, With these
weaknesses in the data on production it is virtually impossible to con-
clude whether or not credit and/or technical assistance had any im-
pact on production,

Use of Technology and Increased Production--It was surprising to find
that the use of technical inputs was not strongly related to production,

It is the contention of the mission that this was due primarily to ina-
dequate production data, the peculiar nature of grouping data employed
by the evaluation and the lack of a conceptual link between techriques
employed and measures of production increase, The "increased pro-
duction' category in Toble 20 was based on the farmer's total produc-
tion--grouping both animals and crops. But the use of fertilizers would
have no effect on increasing the number of animals and the use of pens
and stables or vaccination would not increase yields in potatoes or rice.
Equally important, the techniques that could be adopted in regard to
animals had little or nothing to do with increasing the number of animals,
They were more related to having healthier, fatter animals for sale, It
is not at all surprising, then, to find that techniques did not relate to
increases in production, which was measured only in terms of number of
animals, In fact, any relationship that existed would have been spurious,
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Marketing --There are no data contained in the survey results to subs-
tantiate the evaluator's repeated emphasis on marketing problemas as
accounting for the lack of a relationship between production and income,
He asserts (page 43) that Table 13 indicates a marketing problem, But,
price for product was insignificant when compared with quantity as a
factor effecting income change, and both farmers who increased their
income and farmers who decreased their income equally mentioned
Price as one of the causes, The lack of relationship could be due to

(a) unreliable production data, (b) unreliable income data, (c) both, or
(d) extrinsic factors such as marketing problems. The report ignores
the most obvious conclusions (a, b, c) and explains the lack of a cor-
relation solely in terms of marketing, That marketing has affected

the success of ‘he DAPC program is widely accpeted in Ecuador, but
conclusions o hat effect in the study derive from this common
knowledge and not from data collected in the study,

Large farms versus small farms--At several points in the report the
evaluator asserts that large farmers are more viable and progressive
than small farmers, He argues that large farmers were those who
had increased income, but there was no data to support this, He
stated that large farmers had increased income due to outside earn-
ings, but few farmers reported outside income as cause of income
fluctuation and no data was presented to support the argument that
large farmers were those who had the outside income.,

With the above qualifications on the data presented in the study, and the
understanding that many of the conclusions are based on other considera-
tions, the Mission feels that the evaluation has accomplished its three
main objectives:

1)

2)

3)

Describe the scope and accomplishments of the DAPC program in
Ecuador;

Underscore the difficulty and complexity of implementing a successful
DAPC program; and

Alert the credit union federation to the need to undertake immediate,
positive steps to improve the program,

John H, Magill
Evaluation Officer
407 USAID/E

Luis G. Stelzner
Cooperative Advisor
USAID/E
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FEDERACION NACIONAL DE COOPERATIVAS DE AHORRO Y CREDITO DEL ECUADOR
(FECOAC)
(National Federation of Savings and Credit Cooperatives of Ecuador)

Affiliated with CUNA
Baquedano 358 - Apartado 2062

Quito - Ecuador

REMARKS ON THE EVALUATION OF THE FECOAC

DIRECTED CREDIT PROGRAM

All programmed activities must necessarily undergo
evaluation, and FECOAC has therefore had an evaluation made
of the directed credit program, which it has been running as
a service to the uffiliated rural savings and loan cooperatives.

The evaluation was made by CEMA, and its report indicates
that, in general terms, "the results of the directed credit
program are positive, although not spectacular."

It is considered that, in order to achieve the socio-
economic betterment of the small farmer, it is necessary to
improve production through the joint action of credit and
technical assistance, and that was the tenor of the evaluation.

It is believed that, generally speaking, the directed
credit program has had an effect on rural dwellers, and that
therefore, whereas seven cooperatives initiated the program
in 1965, by the end of 1971 there were 17 cooperatives included
under directed credit, and an even greater number (23) in which
the program was being initiated or perfected. Savings balances,
which in 1965 amounted to 1,750,000 sucres, rose to 20,846,630
sucres in 1971; hcwever, owing to failure to itemize entries
it was not possible to deduce the degree of influence of the
farming members on the growth rate.

The results of the evaluation show that there are three
factors limiting the program's development, which are being
studied in order to find a way to obtain better results in the
future for the members, their cooperatives, and their communities.
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According to the evaluating committee, the program's most
critical inadequacies are:

(a) Lack of sufficient credit;
(b) Lack of effective technical assistance:; and
(c) Marketing problems.

Several problems are listed under each of those headings,
and at the same time certain recommendations are made. FECOAC's
Proposed solutions to these problems follow:

A. Credit

l. Problem: Lack of funds to satisfy the program's credit
needs.

Recommendation: FECOAC should seek to financially
strengthen the cooperatives in the directed credit
program,

Action taken: (a) Rigorous selection of cooperatives,
introducing into the program those cooperatives which
have adequate financiai resources of their own,

(b) FECOAC has begun channeling credit provided by the
National Development Bank, and this is already well
underway. Currently there is an offering of a line

of 3 million sucres annually, which would increase

the capital of cooperatives throughout the Federation.

2. Problem: The directed credit program was not organized

as a separate and special section within each cooperative.

There is no separate bookkeeping for the program. In-
vestment plans are not standardized. Minimum require-
ments for loans have not been established. Evaluative
methods have not been set up.

Recommendation: (a) Designation of a field inspector.
(b) Each cooperative should have separate bookkeeping
for directed credit loans. (c) Special rules and
regulations for directed credit. {(d) Systematic
evaluation.

Action taken: In order to solve these problems, FECOAC

held a seminar for managers and field inspectors in which

a series of means for implementing the recommendations
were put up for consideration. They were approved by
the seminar members and are being put into use. Another
seminar is keing prepared for cooperative managers and
field inspectors who did not attend the first one.
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B. Technical Assistance

1. Problems: The cooperatives are unable to offer
adequate technical assistance to members in the
directed credit program.

Technical assistance appears to have a limited effect
on improvement of production.

2. Action taken: 1In order to solve the above problems,
FECOAC has obtained the assignment from the Mipistry
of Production (Extension Department) of a larger
number of professionals to work with cooperative
members; this cooperation between Agricultural
Extension and FECOAC will further improve in the
future since it is now the policy of the Extension
Department to work exclusively with cooperatives
or associations.

In regard to the second problem, it is hoped that it
will be possible, through planning by the Extension
Department and FECOAC, to develop a new teaching
methodology on the basis of complete management

of demonstration farms.

C. Marketing

l. Problems: Individualism. Lack of operating capital.
Lack of storage facilities. Price fluctuation.

2. Action taken: 1In order to solve the complex problems
of marketing, the aid of provincial and municipal
authorities has been enlisted for the purpose of
establishing marketing centers where the cooperatives
may deliver their products and at the same time pur-
chase those they need. This project has been well
received and it is expected that its organization
will follow. Furthermore, members are being encouraged
to deliver their products to the cooperative (a vehicle
has been loaned for this purpose), and the cooperative
sells them at the most appropriate market.

In this instance, the cooperative charges the members
served a small fee for administration costs and avoids
the middleman.

To conclude, these are the points brought up by the evaluation
and the action we are taking to solve the program's inadequacies.
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I should make it clear that in the meetings held prior to
the bheginnirg of the evaluation, the Federation emphasized that
the weak points of the program, or, if you wish, its faults,
should be analyzed in as much depth as possible. It is for
this reason that the positive aspects do not form the major
part of the evaluation.

A change of attitude in rural dwellers, their willingness
to work together, to use new agricultural techniques, to save,
to train, to administer their own organizations, deliberating
on the problems they face and gaining awareness of the conformism
in which they have been living, are achievements that will re-
quire time, dedication, tact, and money. It is difficult to
megsure the factors in exact terms, and only those who have
had direct contact wi+h them can have full consciousness of
them,

Manuel Benitez
Manager, FECOAC

197



