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I. INTRODUCTION
 

Aware of the fundamental technical and social importance of
supervised credit, the National 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 too 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 investments made are spread over short-,
medium-, and long-term projects;
 

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

e. 
Regular systematic technical assistance from the planning
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 yielded by the farm; guaranties are
based on the correct selection of participants and are secured
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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
 

1. Loan contract BID-56/TF-Ec. was signed in October 1963

between the 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
 
L.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:
 

1. 	From the IBD loan, the
 
equivalent in sucres of 
 ..... U.S.$ 960,000
 

2. 	Local funds provided by the
 
BNF, the equivalent in
 
sucres of 
 .....U.S.$ 232,600
 

SUBTOTAL OF AGRICULTURAL PROJECTS U.S.$1,192,600
 

b. Credits for rural housing:
 

1. 	IBD loan: the equivalent
 
in sucres of ..... U.S.$ 
 748,000
 

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

3. The program was entitled the Land Settlement Credit

Program and it came into being 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. 
 In 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 million sucres (U.S.$232,600). In practice,

the Bank provided 20 percent of all the subloans for agricultural

development.
 

4. In the early stages, the so-called "IDB Polygon"

referred to a 	diamond-shaped area whose corners were 12 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 homogeneous 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
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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 180C and 240C 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
 
(El Carmen) and Esmeraldas (La Concordia); it provides more satis
factory conditions for agriculture and stockbreeding than the very

humid subtropical forest. The average temperature is somewhat
 
above 240C 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 los 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 regular 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 of 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
Santo 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. 
At 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 Novenber
 
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

planning 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
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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 program has had very positive

results. 
Among these it will be seen that the area under cultivation 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
 



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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NATIONAL DEVELOPMENT BANK 
Training Credit Department
 

CREDIUB MANTED FOR THE LAND SETTLEMENT FROAM IN THE 
SANTO DOMINGO DE LOS COLORADOS AREA 

In thousands of sucres 

ACCUMULATED TOTALS 
AMOUNIB LOANED 9/1/64 - 12/31/71 

No. of 
- 1967 1968 1969 1970 1971 Amounts Operations 

Plantains &

Bananas 24.6 167.21 82.6, 36.8:  610 has 69 436.0 

Corn 17.8 16.61 52.6 23.0 10.0 690 " 119 396.0 
Beans - - 1 4.0  - 1 19 " 8 17.1
Rice 3.0 188.2' 80o8 6-51 6.o 493 t 103 I 4940 
Coffee -  - 180" 64 396.7
Peanuts - 1.6 - 4.. - 7 5 12.6 
Yucca - 24.6: - -  16" 2 26.2
Pineapples 26.5 5.0' 13.0 1 19 14 
Sugarcane - - . . . 18" 5 hk.0 
Other Fruit - 5.01 - 22.0 - 16" 3 28.2 
Herp - 3.0 - - - , 52" 6' 132.4
 
Abaca 1.400.0 ""_ 350.0. 70.0 . 139.8 11 " .I - - 272 "Itt4 28 1.959.8 
Cacao - 4.0 t1 4.
 
Soybeans 
 - 12.0 6 3 12.0 
Pastures
 
(establish) 761.2 1 134.5 35.0Pastures 14.0 95.0 1.971 " 265 2.309.7 
(maintain) 336.2 274.oi 168.9, 139.8 
 143.6' 4.013 " 617 1.522.8 

Cattle 
(breeding) 12. 502 .1I 8.814.1: 4.424.2: 3.657.6 4.792.9 16.487 cbz 1.982 43.585.6
 

Cattle
 
(fattening) 794.9 1.301.2: 480.41 1.769.4 1.437.6 5.712 " 715 6.955.8 

Pigs (fatt'g 
& breed'g) 172.6 132.3 4.01 58.0 23.8 1.844 " 256 782.1 
Poultry - 3.1 14.6 i 24.0 8.0 3.370 11 5305 
Draught

Animals 118.4 46.2' 15.0 11-0! 
 5.3 288 " 222 410.3 

Timber - . 5 has 1 4.0 
Agric. inputs 3.0 16.5 14.8i 70.0! 27.9 - 18 136.1 
Agric. I 
Implements 15.2 9.1 4.5' 7-5. 1.5 20 u 20 44.2 

Stables 5.0 3.0 - - 5.0 9 " 9 38.0 
Slaughter
houseb 61.0 14.21 12.0, 5.5 29 29 154.2 
Chicken
houses .-.. 5" 5 65.8 
Tents - - 6.0- - 2- 2 9.0 
Roads 15o0 - - 25.0 7 In 6 183.0
 
Housing 241.0 107.8 64.8 43°7 
 20.0 104 u 104 808.6 
T o ta l ...original 16.497.6 11.644.1 5.535.1 5.940.2 . 6.762.02Totl - 553511.94.2 *'.. .670 61.193.s 
loansW:. of " 

Loans 501 517 280 309 249
 
approved I ,I__ 

Source: Departmental Reports

Prepared by: Department of Supervised Credit
 

http:6.762.02
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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, or failed to do so.
 

Making a general appreciation on the basis of the data provided
 
by the survey, there can be no doubt that in the time the program
 
has been in existence, it has been of roal 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 Table 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 of 145.8 percent.
 
In other words, the value of a family's assets rcse one and
 
a half times above the original figure. I
 

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. In 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, namely, 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
 
period 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 oeen purchased
 
by some of them.
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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
 
superviseO credit.
 

On 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 risen 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 -ow the initial stock in the possession of approved
 
families was 9,730 head; that they received loans to ourchase
 
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 rose
 
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-sided 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. Thi5 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 260 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 words, the increase in these
 
lines of production amounted to barely 13.9 percent, and virtually
 
the whole of the increase was financed by loans 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 hectares) 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 by 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 tha 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 for 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. In 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 number of changes have taken
 
place 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 acivities 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 2456.75 sucres per month, meaning

that the average family income has risen by 90.9 percent. Moreover, 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.
 

http:1,286.41
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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.
 

http:4,357.25
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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 beginning 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 default. 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 on 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 ;hat it is in fact taking place.
 

We have left to the end the heading "construction and improvement

of housing" of vhich a more 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 position 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, subsistence 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 should 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 discouraging 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. In 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 under 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
 
participat in the program. It may thus be reasonable to con
sider 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 the
 
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. In addition, the medium-sized farms have the
 
highest productivity of the area, 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 school 
 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 evien 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 income, 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.
 



- 30 -


An inquiry into the type of organization and the services
 
rendered to members gives the general impression that the
 
farmers do not have any very clear idea of the nature of the
 
organization of which thoy 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 communal 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 of a number
 
of negative elements 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
 
taken into account, a farm has to be thoroughly inspected, and
 
plans 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
cernea, 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
 
Fhortage 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 particular, 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 theduration, 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. If 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 important 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 the 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
 
productivity 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 almost 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 effect 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 most participants in the program have been
with it for more than a year. In 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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1. 
Steps to speed up handling of the request 
 4 times
2. To receive or pay in money 	 3 " 3. To consult the supervisor 

4. 
To request an extension of credit, 	

2 
2 

' 

5. To seek technical assistance (veterinary) 2 
 "
 6. 	Other reasons (to seek postponement of a
 
payment date, renewal of loans, friendly

visit, etc.) 
 2
 

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 fmnily,
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 vet-rinary
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:: icer; 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 the 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 62.2 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
 
question 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
 

1. 	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. 	Agricultural crops in 

5.4
 

general 
 230 
 12.4
 
6. 	Specific crops


Coffee 
 30 
 1.6
Cocoa 
 30 
 1.6
Fruit 
 20 
 1.1
Corn 
 10 

Fibers (abaca - hemp) 30 

0.5
 
1.6
7. Agricultural machinery 	 0.5
10 


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. 
 In 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 guidance 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 payment 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 gredit 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 considerably 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 due date, meaning that 510 loans out of a total of 1,850
reviewed were being repaid behind schedule. In 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 question "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
 

1. 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
 

Sub-Total 	 1,170 62.7
 

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
 
people already committed to the program, there should be added
 
the amount requested by farmers daily seeking to have their
 

http:1,680,632.47
http:714,925.17
http:538,074.17
http:2,983,622.81
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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 1,11-0 10-.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.
 

ATTITUDE TOWARD BANK STAFF
 

Questions on Staff Members 
 Administrative Supervisors
 
Yes No Yes 
 No
 

1. Are they friendly to the customers? 1,460 80 1,530 10
 
2. Have they shown professional abilr
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
 

1. 	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
 

It was thought desirable to find out which features
 
of the program the participants considered undesirable or even
 
counbxproductive, so that changes could be made when their
 
attitude proved to be justified. Their conMents have all been
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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
 

1. 	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. 


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 benefit 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 


9.1 

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 find 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
 

1. 	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
 

2. 	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
 

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

4. 	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
 

5. 	Reduce the rate of interest and/or do not charge
 
interest. 8
 

6. 	Extend the period for repayment of loans. 20
 

7. 	Make periodical 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
 

8. 	Include the payment of interest in the grace period. 1
 

9. 	Open more Bank agencies (El Carmen, Puerto Limon). 4
 

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

11. 	 Participate in seeking outlets for the farmers' products l
 

12. 	 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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13. 	 Let the Bank be responsible for selecting 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
 

14. 	 Help in road building. 
 1
 

15. 	 Are satisfied with the way in which the Bank now operates. 10
 

16. 	 Have no opinion. Do not wisn 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 loans
 
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 nteet 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
 
1. 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 
 i0 	 0.5
 
6. Impossible to obtain details 
 40 2.2
 

TOTAL 210 
 11.3
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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 Santo 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 Per 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) 
6. Non-Farm Income 

18,585,790 
1,363,000 

25,571,060 
9,358,500 

6,985,270 
7,995,500 

37.6 
586.6 

7. Family Maintenance 9,686,300 17,235,200 7,366,900 74.6 
8. Net AviAlable 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 organize 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.
 

The 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 BNi took part in an operation to prevent
 
a crisis from developing in Esmeraldas province by offering an
 
agricultural training credit program involving an initial
 
investment of 2 million sucres. In view of the situation at
 
the time, the technical survey preceding the selection of
 
areas--previously 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:
 

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

offer direct benefits to small farmers;
 

2. 	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
 

3. 	It is essential to establish development centers throughiut

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:
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PNF AGRTCULTURAL IRAINING CREDIT PROGRAMS 

Amounts in thousand sucres 
Prorram estimates fludi.et estimate Loans made first 

Fran ches for five years for 1972 half 1972 Program Status 

PI0.of o.of No. of 
families Loan families Loan familie" Loan 

Tulcan ) 23 474.9 Tn operation since
 
Sn.Gahriel ) 660 12,000 120 2,400 24 242.8 July 1971
 
El Anvel ) 12.0
2 do. 
Otavalo 370 6,300 50 1,000 
 60 995.0 Started in 1972
 
Quito 750 22,500 100 3,000 l 367.1 In operat'.on since
 

July 1971
Sto.Domingo 1,500 35,000 250 6,000 188 
 )4,998.1 In operation since
 

September 1964
Cavambe 500 5,000 50 1,000 - - Started in 1972 
Latacunpa 
 1,250 35,000 150 3,000 - - Started in 1972
 
Ambato 400 8,000 - - Now beinp worked
 

Riobamba 1,500 
out 

24,000 - - Now Ineing worked 
out

Guaranda 500 P,000 - - Now b.ing worked 
out

Azo -ue 250 7,700 150 2,800 In operation since

1 972 

Canar 60O P,o000 .50 1,000 In the preliminarvrLonja 600 10,000 50 1,000 
 stages
Loja 500 10,000 50 1,O00 
 Being worked out
hacara 500 
 10,000 100 2,000 In preparation

Cuenca 500 10,000 100 2,000 Peinp worked out 
! smeraldas P0 100 66 In sinfe12,000 2,000 1,319.9 operation 

1970
Portoviejo 50C I r,CCO 100 3,000 Started in 1972 
Iabahoyo ) - Peing worked o.t 
Quevedo ) 1,500 30, ..... Pein; worked out. 
Vinces ) r inr workd '-jt 
Guayaquil) l:,0'3 1.313 3,092.2 Fein: rcorc-anI-e.!
Milarro ) Feinr rev-ewnd
Da"le ),O00 50,000 - ein worked out 
Falzar )  env worked out 
Machala 500 - out12,000 Feing worked 
ualapaFos 150 2,000 50 1,000 rc'-.ng worked out 
Tena 800 16,000 O 1,(kx. in initial stages
Puvo 500 JPOOc' 100 h,3'0.) 59 2,308.9 In operation since 

1968 
Limon 500 1?,000 - - Peing worked ourt 
Macas 400 10,000 O 2,000 Started in 1972 
Zamore 00 10,000 - Peinr worked out 

TOTALS 17,P30 382,500 I,830 )12,POO 559 16,P9O.9 

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 entirely 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 CREDTT PROGRAMj IN MhE 
SANTO DOMINCO DE 1,05 COLORADOS AREA 

Table 1 General Data on Program 

Area at Present IncreaseA!EAS AND AMOUNTS INVOLVED Start Area Actual Percent 
Has. Has.
 

(a) Land held by settlers (Area in the Program) 81,235 90,135 8,900 10.9
 

(b) Participants divided according to size 
of land holding
 

Up to 30 Has. hhO 
31 to 50 Has. 670 
Over 51 Has. 130 
Total Number Reporting 1,51O
 

Planned Approved Percent 

(c) Loans Granted 5P,199,050 4Ab91,335 

(d) Loan Status of Program: 
1. Rt-.pavments (instalments ana 

loans returned) 
 11,879,210 25.0
 
2. Loans outstandin' (current

and overdue) 
 36,612,12r 7.0 

Note: (1) The Franch statistics show that the Branch rmde l,96 loans, but in 
preparinp the sanple s cm were excluded ei ther because the borrowers 
care in the category of artisans or small industrialists, or I'ecause
they were handled by the FankinF Division. 

Source: Survey by Santo Domingo Branch. 

Tabulation: Training Credit Department. 
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TrVILW' OF IAND 6T C;TTIEN.T PNIOGrA, TOR THE 
5AXTO 17.;K) ARFADE LOS CCLO:ArF.-

Table 2 Financial Sitiation of Particilpants
 

Val.e at Fresent Tncreise
Asscts ani Liab i]iets _ztaxt - Valli A'ntual Perc.it 

A. - A 'TS 

1. Land and iildings 
 r7,P]P,PgO IP1,239,930 93,h21,OPO 10(.L
2. Cattle 
 l 77,00C 7r:,957,200 57,E90,200 313.3
3.Firs 
 I,672,150 .,1:..,700 
 7F7, r;50 22.U
h. foultnr 
 ,21!5, 3,O 1,623,P50 33P,000 31.1:
5. Drau..ht Anir.aJs 3,h7,5CO 3,(P,OOO 260,500 7.66. Tools and Aricu]tural Eicuipmnt PR92,5c. 2,2(3,P50 1,370,900 10. 
7. Other as;mts, inciudif,


dors-,ic voTc§o, IL3 0o 23,94P,P0 3('5.h 
TCTAL AJSFPS ,0'h5. 2Y?, 030 177,757,10 

I'.
- LTAILTTT'S 
1. E'ori,-;a.r-s 
 9,0O715Lz910 '.,h 05, Ao -2, (1,,2"10 -7 ;.O0 

a) w- th IFRAC (,P77,910 3,Ph 320 -3,O32,-' -hI;.Oh) W: th fNF 2,) P,oco 2, (20, 3hO h22,"10 15.22. Lonti a.-aint rledres 25.O 35,o)3i,9'O 3, V7.93. Ohcr 1£al. u ties ._1,7 _,2 _.2 
TO']A I.IAFTLITIFS I-,37, r( h3,P39,960 29, rc2, 200 

5_C ir 3h ,727, -1o 1 

20..0 

N'-:T A 7 TS lr1 7 "1, 40' )',,P2,070 ]4lP,25h,930 137.F 

.,,;.,-r i :n r anc h .
 

-.-. r~*r , ,.,?',..,, ' r.eitrr.nt.
 

, 
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'.V1 'j{ '.)o . T. TT I'11C0 !?, F'OP 'I'T 

Talle 3 Chan:'o r- ivo :t'c', Pin tien 
In Nunlers aid Sicres 

Planned Current Percent 
Svr -- At ,tart Acqnisitions Position Inrrasestock 

I. rattle 

A. l'oLal Niuplcr 9,7 .C 1(/'31 39,9P0
 
5tjd aninmals 3'1)
 
Cows 3, (PqO .,191 1'330
 
',:a]vCs 1,F30 ,,0 12 10,9'70
 
Pulls 1,5PO 2,192 P,690
 
Full ocks 2,2FC 3,908 7,630
 

1-.Value (sucres) Ip,377,000 37,07?,PPO 75,957,200 313.0 

2. Pi.-s
 
A. i'uler 1,P7 1,0 16,900
](3

F. Value (sucres) 3,(72,15O 700,00 9,59,700 21.b 

3. Poultr,
 
A. Niunlor 59,770 1,120 (0,110
 
I..Value (sucre-) 1,23:,PO 21,)0 I,623,P50 31.0
 

. Draurht Animals 
A. N mlcr 3,250 270 3,650
 
F. Value (sucren;) 3,127,':00 394,o0o 3 0 7.6 

TO'A. VALLE OF L-V-SfC:K 26,712,500 3P,9P9,(.30 P5,72P,7'O 220.9
 

Loans vranted for Livestock 
purchases up t Dncem,(hr 31, 
1969 3P, 9P5, (30 

Note: There are soue differences botween the survey results and the Pranch 
firures: as the Pranch firures for "Planned Acquisitions" are likely 
to 'e more accurate, triose slown in Annex 1 of the Pranch report have 
been used in this column. 

Source: Survey by Santo Dominfgo Branch. 

Tabulation: Training Credit Department.
 

http:3P,9P9,(.30
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n:V i'. OF LANI) s'rLMENT CRFDIT PROGRAM FOR THE 
SANTO DOMINGO DE LOS COLOHADOS AREA
 

Table 4 Land Use, Aricultural Production, and Yields 

Position at Start Present Position Yield 
Has. Output Has. Output At Start Present 

Plantains, bananas,
 
etc. (bunches) 11,000 3,697,(650 10,930 3,6R,500 336.0 337.0 

Corn (quintals) ?,750 35,870 3,900 59,220 13.0 15.0 
Rice 1,090 9,350 P70 20,960 P.5 24.0 
Cacao " 940 540 1,050 19PO 0.6 1.9 
Coffee " 1,010 2,350 1,560 2,P30 2.3 I.P 

Other crops 1,C0 - 1,280 - - -

TOTAL AGRICULTURAL 17,790 - 1.9,590 - - -

CROPS 

Pastures 19,040 - 30,PRO - - -

TMTAL AREA UNDER 3(,P30 - 50,4O 
CULTIVATION 

Total Area owned by
 
settlers 81,235 90,135
 

Proportion of land 
in use h5.3 56.0 

Source - Survey by Santo Dominpo Branch. 

Ta'ilati.on: Traininp Credit Department. 

http:Ta'ilati.on
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REV r;TW OF LAND SETTLIiENT CREDIT PROGRAM: FOR THE
 
SANTO DOMINGO DE LOS COLORADOS ARFA
 

Table 5 Marketin;. Rcsults: Icome of Undertakin.:-; 

Exc e~ss of Actual over
P] :nned IncomeActual
Source of Incomo Planned
Income Income Armourt Percent
 

1. Sale of Livestock 12,635,320 23,629,75O 1,9914,h30 
 P7.0
 
Plus: Imruted income from
 
livestock 
 - 23,7 (h,P10 
a) Subsistence products -7,903,9

h) Family Libor 
 1 5,P60, P90 

2. Sale of amricultural produce 12,P39,190 17,36h,?O 
 h,'25,O20 35.o
 
Plus: Imputed incore from
 
arriculture 
 - 1P,2072 160a) Sulsistence rroducts 
 _ 6,75'.7-O

b) Familt lalor - 11,675, 3 O3. Other farm income ..,721,600 )L,P2,h ,P;O
o 1h .2
 

TCT/d. INCOME FROM LIVESTOCK 27,196,110 87,373,OO 17,9P5, 300 
 66.1
 
AN,:) AGHICULTURE
 

h. Other income (non-farm) 1,363,000 9,35P, OO 7,995,00 5P6.6
 
TOTAL INCOM 
 2A,559,iio 96,731,900 
 25,9Po,POo 90.0
 

Relative importance of Sources of Tncom 
(per cent)
 

1. Income from livestock 
 W1.2 h9.O
 
2. Income from arriculture 
 )111.9 37.0 
3. Other farm income 
 6.0 h.)

h. Non-farm income )1.9 9.7
 

Averape gross monetary income
 
per family (sucres) 
 15,).37 29,4tRl Ih,Obj4 
 90.9
 

Averape gross total income (monetary
 
and imputed) per family (sucres) 15,37 52,2P 7 36,(P50
 

Note: The ofexcess actual income over planned income was calculated on the basis
 

of monetary income only.
 

Source: Survey by Santo Domingo Pranch. 

Tabulation: Training Credit Department. 
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EVI.'W CF LAND SETTLEV.ENT CRi DFIPrCrRAk FOR 
-ANTO !)OIT(;O DE LOX; CcLOFAD0:i ARFA 

Farm Operatin, Costs. Familv Maintenancot andTale 6 

Planned Actual 
Outlay Out]ayItems of"Excenditure 

1. Family maintenance 9,PO,3OO 17,215,2OO 

2. Wapes raid to outsiders 6,050,590 11,3 1 (,.,ACO 

3. ,urchase of arricaltiral inputs - 211,200 

h. Inputs for stockl'reedinr 3P,250 ],214,30OO 
33,000 357,170
5. Fturcnase of tools 

(. Mnor repairs )1,J50 30?,C0 
7. Pavxnt of Inter,-.;/ /', .0 3, 3 0 
F. Other exreri rs 1,2H13)O _2z 90 

Total Operatinr Costs I,17, 620 3(,P r't, r:( 

i'lis: Imruted Costs - _ 27,5)2._C 

TCI'AL CCSTS 1P,7,7 "O620 04,3P 1,P?0 

Avcraire Cost. per Family 
a Monetarv Outlav ',9 ]',91 6 
b) ,.onotarv Outlar plus 

, inpitrcd costs 

Cwra]l alance 
Potal Income (monetarv and i mput(,]) 2P, 59, 10 95,711,900 
iA'P3: rct.ai Op'cratin. Costs 

(mronetarv and trpjteld) 1 P,l7 (',20 Al , P20"
 ..'.T 10"?.I , q ,[,O'O'hr;o 


TCTAL VO'F07ARY I!NCrONE 2p, ,1!O 'i, '.,,30 

Less: rcrAl. VFiAYWf 0.!. , "ATP, 0 
- "" 
C;(06TS " 


NT HUONETARY ItCOF1.L 10,OfO,h90 17,69!i,360 

60U. CE: Survey by Santo Dominpo Pranch. 

TATUL'T[. : Train'Wnf Credit Department. 

THE 

Overall aIalance 

Excess of Actual over 
Planned 

Amount Percent 

7,365(,900 7h. 
2,5, l7.
 
213,OO -

1,?',OC 3,1P9.O 
32)1, 17C 9P2 .1
 

(;10
 
2,? ). 0 2M .3
 

_IjL(2,,2O 131'
 

1P, 930 V.., 

"
 

-


' ,9P 9Q.h 

2';,9 O,P00 90.9 

1,3 66,93 

7,613,F70 7.5
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IREVIEW -F LAND SEr'LETNT CREDIT PROGRAM FCR THE 
SA."('C DOMIN(O DE LOS COLOPRADOS AREA 

Tatle 7 	 Farm Investment - Capital Assets In Sucres 

Excess 	of Actual over 
PlannedFlanned Actual 

Investment Categories 	 Investment Investment Volume Percent
 

1. Land Purchase (aricultural 
and ur!an) - lh,,OiO,000 - 

2. Purchase of cattle 	 37,R73,PFO 39,19h,O00 1,320,120 3.0
 
3. Pirs arid cquipment 	 700,300 1, 296,500 59A,200 8 . 
h. Poultrv and equipment 	 21,)-50 197,000 175 ,550  pip..
 
'. Estallishmcnt and encloswme 

of pastures 3,h4,?OO 12,3F6,200 R,9M6,Ooo 260.0 
f. Permanent an! semi-rermanentarops 2, 9 )di,2O 7,119,OO h,175,192 lhl.P 
.7. 	 Constrtrtion of barns an] sheds hOp, 51O 990,000 9P7,h50 1h6.9 

-. How. construction or imrrevement 74)4,000 19,257,00 1,531,000 2,),,l. 3 
9. Other investment in durables
 

incluoinr domestic items 2 	 2,7C6,77 630.6)___259,2 3,136,000 

TOr'AL INVESIINT 	 h6,555,510 97,96,10O 37,03F,290 109.6 

rote: There are differences between the survey results and the Pranch figure3. 
As the statistics for the "Planned Investment" column of Annex 1 of 
the Branch statistics are nrobablv more accurate, they have heen used 
in this table.
 

Source: Survey by Santo Domingo Franch. 

Tabulation: Traininc' Credit Department. 
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RFVIEW OF LAND SETTLMEJT CREDIT PROGRAM F(TR TE 
SANT0 DOMINWO 1)E LC COLORADOS AREA 

Table 8 	 Summart of Financial Position of Agricultural Undertakinrs 

In Money Terms Only 

In Sucres
 

Excess 	of Actual over 
Planned 

Items 	 Planned Actual Amount Percent
 

1. 	 Income from apriculture 
and livestock 25,474,510 hO,993,960 .15,519,450 60.9 

2. Other farm income 	 1,721,(600 4,lP7,h5O 2,465,850 lh3.2 
3. Total farm income (1 4 2) 27,196,110 h5,P18,hlO 17,95,300 66.1 
h. Total operatinf! costs 

(less family maintenance) P,610,320 19,610,350 11,000,030 127.8
 
5. Net farm income (3-h) 18,5F5,790 25,571,060 6,985,270 37.6 
6. Non-farm income 	 1,363,000 9,35P,500 7,995,500 5P6.6 
7.Family maintenance 	 9,P6P,300 17,235,200 7,366,900 7h.6 
F. Net 	Available Income 

( + 6 - 7) 	 lO,CpO,h90 17,69h,360 7,613,870 75.5 
Surplus (or 'Deficit) for 
tree 	 oneratLon as a whole 

Source : Survev byi anto Domingo Pranch. 

Tabulation: Trainin, Credit Department. 
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REVIEW OF LAND SETTLEMENT CREDIT PROrAM FCR THE SANTO DOMINGO DE LOS COLCRADOS AREA 

Table 9 Status of Participants 
A. Divided by length of Participation 

1964-65 1966 1967 1968 1969 Total 

At At At At At At
 
Start Present Start Present Start Present Start Present Start Present Start Present 

Loans approved (thou.sucres) 9,417 - 1,978 - 13,060 - ?,O26 - L,729 - 38,210 -
TOTAL ASSETS (thou.sucres) 35,004 93,400 7,510 19,850 30,980 76,130 26,530 54,870 18,333 34,800 118,390 279,050 
Cattle (numbers) 2,690 12,290 620 1,950 2,970 12,380 1,630 7,550 1,940 4,640 9,850 38,810 
Area under cultivation (Has.) 10,150 16,240 2,260 3,640 10,340 13,630 7,600 10,720 4,860 5,710 35,210 49,940 
TOTAL INCOME (thou.sucres) 19,008 3,346 15,197 11,720 5,798 55,170 

a) Income from livestock 9,594 1,971 9,471 6,319 2,119 31,034 
b) Income from agriculture 9,41.4 1,475 5,726 5,40l 5,798 24,136 

Rate of Increase (per cent) of:
 
Total assets 166.8 164.3 145.7 106.8 89.8 135.7
 
Number of cattle 356.9 214.5 316.8 363.6 139.2 294.0
 
Area under cultivation 60.0 61.o 31.8 41.o 17.5 41.8 

B. Divided by Size of Undertaking
 

Up to 30 Has. 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 50,240 107,010 45,230 104,240 118.390 279,050 
Cattle (numbers) 2,060 7,810 3,760 15,710 4,030 15,290 9,850 38,810 
Area under cultivation (Has.) 
TOTAL INCOME (thou.sucres) 
a) Income from livestock 

6,810 10,240 
11,584 
7,503 

13,810 20,710 14,590 
2h 157 

39,229 

18,990 
19 429 

35,210 h9,940 
55 170 

b) Income from agriculture 4,081 10,054 10,000 24,136 

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 49.9 30.1 41.8 

NOTE: The figures in this table refer only to the cases (154) for which complete information was available.
 

SOURCE: Survey by Santo Domingo Branch.
 

TABJIATION: 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 Guzman!/ 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 of 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 be2oted

that most of them are in the range below 25,000 sucres.-,
 

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

comparatively 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$1 = 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.
 

II. 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.
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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 
 S/.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
 

http:S/.7,926,268.52
http:974,092.00
http:1,878,540.00
http:525,455.52
http:3,131,446.00
http:S/.1,443,735.00
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that by the next winter season a much larger number of cooperatives 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 participating 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 agricultural aspects of the work, and in control of the investment. 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.
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4. Relations with Existing Local Institutions
 

The Program intends to fill the gaps in the
 
activities of existing institutions. For instance, 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 thpir development,

these groups will be eligible for credit under the Program
 
on terms that have been specially 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 Guatas 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
 

1. 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; labor; 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.
 

74 



-10-


C. 	ORGANIZATION
 

1. 	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;
 

b. 	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;
 

c. 	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;
 

d. 	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;
 

e. 	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;
 

f. 	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
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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
 

1. 	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.
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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
 
signthe appropriate Technical Assistance Agreements;
 

Finaily, they must show that they are economically and
 
financially 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
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houses selling agricultural and chemical products, or
 
to operators of owned or leased agricultural machinery.
 

5. Cross Section of the Agricultural Community
 

The country people organized into agricultural

undertakings, which are all cooperatives, are for the most
 
part rather homogenous in the sense that they have all
 
spent many years virtually unreached by the health, educa
tion, agricultural, technical assistance, or credit agencies

of the country. Some cooperatives own their land or are
 
paying for it; 
 others are in the process of acquiring land;

while yet other groups of sm"'"I fa.aners are still only
 
squatters or renters and are therefore organizing in order
 
to acquire title to th 
 tind as well as to be in a position

to benefit from the serviLes of credit- ad technical assis
tance agencies. 

E. LOAN POLICY AL P:L,ry.,'z 

1. Pra L:--i.c -

As *. .... 1c,.tural undertakings

only began to 
 i;i August 1972.
 
Hence, the only .
 '>ven on practical
experience with t, :.'7y and procedures at 
this early stage i ., .: ' last sub-section of 
part A, Section 1 eai.i&.i. . 

2. Rate of 2'er". 

In acc., cdance v:5.th Monetary Regulation No. 622,
dated June 14, 19;2, Loans granted by the participating

Financial Institutions to agrxcultural undertakings admitted
 
to the Program will bear a -iiaximum rate of interest of 10 per

cent per year. Credit operations carried out by the Central

Bank of Ecuador with the participating Financial Institutions

through the Guarantee and Development Fund shall bear interest
 
at the rate of no more than 6 per cent per year.
 

In addition, the maximum rate of interest on
 
the guarantees offered by the Guarantee and Development Fund
 
to the participating Financial Institutions has been fixed
 
at 2 per cent per year.
 

3. Collateral
 

For the time being, and until more experience has
 
been gained, it is not intended to make any changes in the
 
interest rates.
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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: 	 10 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 is intended 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 participating 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
 

1. 	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 represe;>ting 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.
 

8 () 
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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 courseq,
 
meetings, films, shows, etc.;
 

Advice on arranging for soil studies and the design of infra
structure works;
 

S1
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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. 
 In 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 arrangements 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
establishment of small model farms. 
the
 

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 from
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. In consequence, the producer is subject to
exploitation by wholesaler 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 and experience would be needed. 
In addition, 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 collection 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 monopsonists, 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 rent 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 soil
 
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:
 

1. 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 ,ie-tration of operation and investment
 
plans, A.I.D. made it possible to conduct courses and seminars under
 
the chairmanship of Mr. Wade Gfiu)ory, an agricultural economist from
 
the U.S. Department of AgricltuL~re;
 

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
 

1. 	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 FEQAC 
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 

Membership of Loans 
Types of Loans No. of Members (in 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 
funds without lengthy processing and at lower interest rates than from
 
other institutions.
 

II. 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 a source of credit:
 

The couperatives use, as their source of credit, the Cooperative
 
Bank and, in many cases, the Provincial Developanent Banks.
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3. Other program activities:
 

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

4. Relationship to previously existing local institutions: 

As a clearing house for savings and credit cooperatives, FECOACis connected with the following agencies and institutions: theMinistry of Production, FAO, COLAC,AID, 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. Ifwe compare that with the US $300 to US $320 income of the urban population, 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. Ifit is to be considered a 
means for food production, it must be admitted
 
that it is still deficient.
 

The agricultural sector constitutes 63% of the population and

generates 33% of the (21P.
 

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 
 5.2
 
Peas 
 8.2
 

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

With loans for agricultural production, it is estimated that the areaunder cultivation will increase from 4,800 hectares to 8,400 hectares
 
by 1975.
 



-3-

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 stockraising and agriculture since such ahigh percentage of our population depends upon this activity; to increase both 
production and income in order to improve the standard of living of our rural 
population.
 

2. Loan terms 

a. Purposes. Loans granted by rural savings and creditcooperatives 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 cooperatives generally make short-term loans to their members, and only in
 
a few special cases, medium-term loans. With more capital and proper

planning, long-term loans can be instituted for permanent crops and 
expansion of herds.
 

c. Organization
 

1. General Structure. FEOAC, a legally recognized
organization, is charged with the educational program and sponsoring theextension of services to its affiliated cooperatives and sets up the 
direct credit program. Its administration consists of the following:

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 the 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. 

90 
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d. Beneficiaries:
 

1. 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 Brlaws and Regulations. The farmerswho uti24
.ze 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 committee, which reviews the financial standing and the character 
of
members 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 seenfrom 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 
 14.5%
 
No response 
 14.1%
 

The following tables give an idea of the breakdown by

products:
 

Agriculture 
 Livestock
 

Potatoes 44.5% 
 Cattle 57.2% 
Wheat 
 28.1% 
 Hogs 35.3%
Rice 
 19.1% Poultry 35.7%
Barley 16.9% Other 16.5%
 
Fruit 
 1.9%
 
Other 
 33.4%
 

4., Otheir 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 thesecooperatives are mostly low-and middle-income people, and their holdings
are approximately the same size. It is estimated that only 0.3% of thesmall farmers take advantage of these loans granted by cooperatives.

In general, small farns are overshadowed by large and progressive estates,

which have access to bank credit.
 

9'
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e. 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 regular 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 agricultural projects in a comprehensive fashion. 

2. Interest 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 

4. Other Subsidies 

5. Evaluation Techniques. The manager and/or the field inspector
(extension agent) evaluates the utilization of these credit lines 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 number 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 repayment of previous
 
indebtedness.
 

f. Collections 

1. Repayment record. We can only state that the default rate 
of the cooperatives 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.
 

1. Portfolio earnings and losses
 

2. Administrative costs
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3. Beneficiary savings. Although the members, who are smallfarmers, 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.
 

4. 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 fertilizers), cooperative banks, development banks, foreign cooperatives

and local development institutions.
 

5. Institutional stability. 

6. External balance of payments. 

h. Supplementary factors
 

1. Technology
 

a. Gldance, 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 theinvestment part of the loan and the(b) agricultural experts from the
extension service of the Ministry of Production who provide technical 
assistance and see that it is applied. 
Brief courses are organized at
the cooperative level to train farmers in the cooperative movement andagricultural 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.
 

c. Other arrangements for the transfer of technical knowledge. 
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 atdifferent 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 cooedinate the agreement on technical assistance for agricultural
services with FECOAC, the Ministry maintains a professional coordinatorwho supervises and assigns the work to the extension agents assigned towork 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 production and improving social conditions. 
 Technical assistance has been
successful and the beneficiaries hope that it will continue to be so.
 

d. Agricultural techniques. 
By adopting improved techniques, 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 
 43.0%
 
Use of improved seed 
 52.1%
 
Use of balanced stock feeding 
 37.3%

Vaccination 64.1% 

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

2. Supplies and sales 

a. Supplies for the program. 
The cooperative members obtain
inputs in the following manner: 
 (1)Through direct delivery to the cooperatives 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 program for agricultural
production does not include the building of secondary roads nor irrigation
projects unless the cooperatives in wome way sponsor these as community
improvement factors. 
The cooperatives as such would not be able to afford
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 
a general supply center to achieve a more adequate, prompt distribution to
 
its members.
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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 service 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 tech
niques such as the use of fertilizers, pesticides, improved seeds, etc.,

has contributed to crop improvement, but other methods must be used to

obtain better results in production, which should be accompanied by

adequate marketing.
 

III. EVALUATION
 

A. Performance
 

1. Apparent uses of credit
 

In almost all cases, loans a'?e 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 technological 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; in most cases, the 
members have agreed to this procedure. 

c. 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 agriculture either as owners or tenants. 

d. Political and social structure. More than a political

influence, the cooperative movement in rural arcas 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 hectares or more) tend to improve

their condition. Members are eager to increase the size of their
 
holdings, and they therefore apply for loads to purchase land. 

3. Image
 

The members are satisfied in part with the benefits derived from
 
their cooperatives 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 savings

and credit cooperatives for agricultural production are -onsidered to be
 
an outstanding success, though from the experience gathered an adjustment
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 development program designed to bring about change is useless unless
credit is readily available. The progress achieved by some organized 
groups is to thedue 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 *Ghem 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 yields. 

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.
 

97 



-11-

We must also give recognition to the FAO whose participation,

although small in scope, has helped us with our programs. 

Wy very personal view is that we must pay greater attentionto 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. In our analysis of the 
program we have found certain deficient elements, with the most
 
critical deficiencies being:
 

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

In this last section, we shall summarize these deficiencies and follow
 
each 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 Directed Credit programs those cooperatives
 

in good financial standing whica might be interested in this program.
 

We wcald suggest that the following three requirements be falfilled: 

a. The cooperatives must have shown a systematic normal increase
 
in their savn.gs over the preceding year. 

b. The cooperative must be able to pay for the services of a
 

manager and a field inspector.
 

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

The criterion of a systematic normal increase in savings gives us
 
an approximate indicator of the financial growth and stability of the
 
cooperative. If necessary, another criterion might be used. The
 
requirement 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). 

99 



- 13 

manager and a field inspector is absolutely necessary since the credit
 
program in each cooperative cannot be effective without the services of
 
a manager 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. TeAe is no 
separate accounting system. The investment plans are no4 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. Each cooperative should have a field inspector working in
 
its Directed Credit program. This paid field inspector, working vither
 
part time or full time under the supervision of the manager, 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 loan periodically in order to 
help him, confirm that the loan is being used as was originally planned, 
and if needed, to make changes in the investment plan.
 

e. To review the member's investment plans with him as soon 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 folloring recommendations:
 

a. A minimum savings of S/4oo would authorize a minimum loan 
of S/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 request a loan. 

c. 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, etc.)
 

e. 
The amount of the loan should be adequate to completely

finance the operation, taking into account the borrower's financial
 
resources. (For example: one hectare Of wheat s/14oo, one hectare
 
of potatoes S/8,Oo, a rice-paddy S/l,O0.).
 

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. Members 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 and be 
totally suspended from the progra. 

1.G 
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4. An investment plan should be prepared for each 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
spector. This plan should include all cost estimates, inciiding 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
 
shouild be informally interviewed after the field visits.
 

b. Loans, savings, and members. The Annual Reports should
 
include figures on the increase or decrease of the number of members
 
in the program, the number and amount 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. 

c. Production results. There should be an annual summary based
 
upon the reports 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 farnish the needed technical assistance. 

Recommendation 

1. 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. 
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b. Commercial companies (FERTISA, El Campo, Kruger, etc.)
 

c. FECOAC (some agricultural experts have been "loaned" 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, often has
 
a 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 process and the teaching of skills.
 

Recommendations
 

1. Aricultural experts must improve their educational methods.

This is a key factor in improving the quality of the technical 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).

should be familiar with several teaching methods and should learn 

He
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, etc.) 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 teaching

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.
 

1.03 
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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 emphasis 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 mlight
 
get better prices or terms.
 

c. 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,
 
demands, etc., and this often creates surpluses at harvest time
 
(potatoes, for example) that exceed current demand.
 

d. The lack of adequate storage facilities. In certain areas 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 auait better prices.
 

e. 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,
 

1.04
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and 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, etc., to which demands the
 
farmer cannot accede without damage 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 P:cmple, 
proper and systematic advertising. 

b. To obtain the coordination of governmental 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 governmental authorities as 

the basis 6f a realistic assessment of production costs.
 

e. Obtaining special credits for the transportation of harvest3.
 

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 
part, from the fact that this program involves more work and time for 
them. 

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 0.55. on all loans under the 
Directed Credit program.) 

1.05 
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Problem - Some managers have a very low 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
 
particinating cooperatives should be given traininga 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 manager 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 paid for by agencies such as USAID, COLAC (Latin
American Confederation of Credit Cooperatives), and other international 
organizations. 
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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.
 

1.07
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Description
 

The Directed Agricultural Production Credit program began in Ecuador 
in 1965 with the objective to combine credit at preferential terms 
with technical assistance for the farmer. Marketing is not an 
element of the program. 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 National Federation of Savings and Loan Cooperotives (FECOAC), 
in the operating phase of the program. These sixteen cooperatives 
are located in six provinces of Ecuador, in the mountains and on the 
coast, and have members who grow c wide range of products such as 
rice, corn, potatoes, whreat, barley and raise cattle, milk cows, 
pigs, chickeais, sheep, and guinea pigs. Half of the farmers who 
received loans in 1971 ouned three hectares or less of land. Only 
14% owned 9 or more hoctares.
 

Each of thr sixteen cooperatives was visited and their records were 
carefilly examined. In 1971, 1,11 cooperatire members in the 
sixteen cooperatives obtained a production loans for agricultural 
purposes for a total of about six million sucres (U.S. $ :40,000). 
About 60% of these loans were to raise animals and 4O% for agri 
culture.
 

The managers of each coope-rative were interviewed and a rnndom sample
 
of members from nine of the sixteen cooperatives were also inter 
viewed. Farmers who did not belong to the DAPC program were also 
interviewed as a control group. The findings and recommendations
 
of this cevalu,;tion study are!based on this data and on the observa
 
tiona of the res.earch team. 

Results 

The results of the DAPC program are positive although not drantic. 
Production increases of least 20% are reported by 43% of the DAPC 
members compared to 37% of th control group, with only 24% reporting
 
production declines compared to 30% of the control group. These 
results, although not spectacular, conform to the impressions gained 
by the rc.secrch te;.L in the field. Income increases were ilso 
reported in th, last year (1971) by DAPC members. All the specific 
indicators support these conclusions, some more striking than others. 
The research teain concludes that the concept of directed credit is 
viable but that many problems need attention if stronger results
 
are to be obtained. 

Problems 

The three principal problems of the DAPC program are lack of adequate: 
credit, lack of effective technical assistance, and marketing 
problems. In addition there is the: administration problem1 that the 
S program has not been set up as an entity within each cooperative. 

That is, there are no separate records kept of DAPC loans aindtherte 
are no common guidelines for cooperatives for the program. In tech 
nical assistance, besides the. lack of available agronomists for 
cooperative members, there is a serious problem with the effectivenoss 
of the teaching rethods of the agronomists who are available. Finally, 
there is the marketing problem which tends to frustrate the final
 
goal of obtcining increased incoms: from better production. Farmers 
sell their products on their own to middlemen or in the markets of
 
the nearby village at low pricos. A marketing phase to complement 
the DAPC program appears to be n:cessnry in order to complete the 
program's objectives of higher incomeu through more effici.ent 
production. Reproduced ffrom A 

best available copy. 
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Summary of Recommendations 

FECOAC should assist the managers of DAPC cooperatives in establishing 
and maintaining re.lationships with available technical sources in the 
field. Agronomists from the Ministry of Production should be provided 
by FECOAC when other technical assistance sources are not available. 
In addition, FECOAC should set up the DAPC p.:ogram as a separate 
entity with specific guidelines, training courses, and with the 
require:nt tha a fit:ld inspetctor work for each cooperative to help 
the manager. Outsidc, 1a-aas from credit institutions for each cooper. 
ative should bce irrnged esxcially for DAPC loans to members. 
Continuous training proir'uis und aupervision for both the cooperative 
managers nod fit:ld inspIctors should be iuplemented by FECOAC. The 
markt.ting probleic, should be studied in depth in collaboration with 
other interested institutions, especially of the government, and 
efforts should begin to attain stable, reasonoble prices for the 
products of the members.
 

II. OBJFMIVES AND METHODOLOGY 

Backgroui.d
 

This is an nvaluation study of the Directed Agricultural Production 
Credit Program (DAPC) of thet National Federation of Credit and Savings 
Cooperatives (FECOAC) of Ecuador, It is concerned with the current 
state of the progro, in 1971, with the results of the program as of 
Dece er, 1971, and with ways of strengthening it. 

In a larger sense this study is ilso concerned with the viability of 
the concept of directed production credit. The concept of directed
 
credit is deceptively sieple to coD.bi1 e credit for production with 
techn.ccl assistance. Credit [or production, according to FECOAC,
 
should includt (1) an investm:nt or Work Plan, (2) paynent of the 
loae in installents as :ie:defd instd of in a lump sun, (3) control 
of th[' loaa by field inspectors, and (4) obligotory savings of part 
of the loan, usually about 100. T(echnical assistance requirements 
are (1) attindanceu ,tpreparatory coursus which nay include subjects 
such as cooperativis.i, teclinic.ii practices, and explanations of the
 
directed credit concept, ([2) a:ceidaee at deranstrations of tech 
nical pr:ctlces, (3) usc of irproved s(4s nd animals, (4) use 
of fertilizers and vcciantija of aniisla, :id (5) use of methods 
to control anir.:al parasit(s :nd soil woras. In practice, however, 
eany complicating factors (:nter iano the pictur , such as availability 
of cr,edit, availability of"apprwpriate tVchniical assistance when 
needed, va . iher, rrlo.ting proble.s, fluctuating prices, understanding 
by the borrowe:r of thi: concept its-lf; in short, all the problems 
which usually utte.nd poor fareers e
'nunderdeveloped countries.
 

The testin3 of this concept be.gan in 1965 with a pilot project in the
 
northeri .iountain province of Carchi. The progran was rapidly
 
expanded to 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. *
 

• ---nual de Credito Dirigido pare Produccion Agrf cola", Percy Avran and 

Ney L6pez, 1968.
 
"A Study of a Pilot Project in Directed Agricultural Production Credit in
 
Ecuador", John S. Davis, November, 1969.
 
"Progrno.de CrAdito Dirigido a la Produccion, a Traves de Cooperativas
 
de Ahorro y Cr4dito Inforue de Desarrollo", Carlos Flares Romero,
 
January, 1970.
 
"Estadfsticas dc Evalunci6n del Programn de Cre'dito Dirigido en las Coo..
 
perativas Rurales Afiliadas a FECOAC", Ing. Agr. Arnulfo Ibarra, Dec.1970.
 

http:teclinic.ii


Our purpose is to provide an informud base for further improvement 
of the progrna. 

But before launching directly into the description of the DAPC program

and its results we shall set forth the objectives and methodology of
 
the study. It is important 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 rake his own judgements as to their 
validity.
 

Objectives
 

The objectives of this evluatioi study are: 

* To accurntoly describe the DAPC program.

To evaluate the rc.sults of the DAPC prograa.
 
To analyze factors affecting the DAPC program.
 
To recorxaKnd i:.:provements for the DAPC program.
 

Methodology
 

Seventeen credit cooperatives were designated by FECOAC as those which
 
were fully integra ted into the DAPC program.** Sixteen of these 
cooperatives co,.prise the: universe for this evaluation study. One 
small cooperative, Suctia, was excluded because it is located in the
 
province of Morona Snntiago in the Oriente (jungle) and would have 
been costly 'o visit. Each of the sixteen cooperatives was visited. 
The manager was interviewed; data fron the records of the cooperative 
on all production loans for 1971 were gathered; and 284 structured
 
interviews were obtained fron a random sample of loan recipients from 
nine of these sixteen cooperatives. 

In addition two control L;roups were sought. One group of farmers who 
were meribers of crdit coops and had received production loans but 
had not receivc.d technical assistnnce (28 interviews). The other 
group vns fari:ers who had received technical assistance but had not 
had production loans (50 interviews). 

Criteria for incluoon of individuals in the DAPC program for purposes 
of this study vere: 

l) Member of one of the sixteen designated cooperatives.
2) Recipient of a loan duri:i 1971 (including renewal of a loan 

in 1971). 
(3) Purpose of the loon for agricultural production or raising
 

anio:;als. 

Excluded were recipients of loans for corerce, artisan machinery or
 
mate-ials, personal emergencies, homc building or furnishing, or 
purchase of personal iteos. Also excluded were recipient of loans to
 
buy or rent land because these transactions, although related to
 
greater production of crops or ani.als, are not presently included
 
within the scope of available technical assistance.
 

'-" o other groups of cooperatives are in various stages of progress
 
toward becoaing full fledged members of the DAPC program according to 
a report prepared by Ing. Arnulfo Ibarra in Decemuber, 1970. (Estadfsti..
 
ca do Evaluaci6n del Programn do Credito Dirigido on las Cooperativas 
Rurales afiliadas a FECOAC"). 
13 Cooperatives beginning to use directed credit; 18 cooperatives in 
the study and proDiotional phase; the overall total number of cooperatives 
in soue phase of the DAPC prograo is 47. 

11.3 
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The 	 study was conducted in four phases: 

I. 	 November 8 .. 19: Planning, basic data gathering, interviews with 
maongers, preparatior of questionnaire, protest of questionnaire,
 
preparation of code for the questionnaire. 

2. 	 November 22 *. 26: Basic data gathcring, interviews with managers,
preparation of the sniiple, training of the six-man interview team. 

3. November P9 Ducerber 31: Basic data gathering, interviews with 
managers, ennducting interviews with cooperative members and 
control group.2, coding of the corapleted questionnaires. 

4. 	January - February, 1972: Data processing, analysis, and report
 
writing.
 

The 	 SaLpl 

The descriptive data about tiie actual scope of the DAPC program were
based on n co.:plete sauple of all sixteen cooperntives. In some cases 
when the coop was visited in Novenber or early December, 1971, esti. 
nates were node for these nonths. The basis for each esti-ate, uhen 
necessary, is explained in the notes to Table Three. All but one of 
the sixteen Cooprative .nagers were interviewed (see Annex A for 
the interview schedule) by Rodrigo Morn -Jr Roberto Cruz, usually
together. The one exception was due to the absence of the manager. 
His assistant was interviewed instead. 

The 	 sample of me.bers of DAPC cooperatives was drawt, as follows: 

(1) 	 The sixteen coopcratves were grouped into four areas (Carchi, 
Pichincha, Tungurohir,.Boli'vnr, and Los Rfos-Guoyas). 

(2) 	 Two cooperatives in each are- were! selected by agreement between 
the FECOAC D! :ector, Lcdo. Manuel Benftez, and the research tem. 
So.tu were designated by Lhe: Director, others were selected at 
randon. 

(3) The only chang.e was that the reseurch teau decided to add, for 
sa:.ipling purpisus, an additionul cooperative in the province of 
Carchi. The additional cooperative (Sc-n Pedro Huaca) was only
three kilojeturs fron one already selected (Santa Teresita) and 
had originally bee.n part of it. Thus nine cooperatives were 
sampled instead of the original eight. 

(4) 	The cooperativs sarpld wer:: 

(c) 	 In Carchi (all tnrue) - Carchl, Santa Teresita, and Son 
Pedro Iuaca. 

(b) 	 In Pichincha (two of four, selected at random) .. Progreso 
and 	Paulo VI.
 

(c) 	In Tungurahua..Bol.var (two of the six) .. John F. Kennedy
(Tungurnhun) and Guarando (Bolfvar). 

(d) 	 In Los Rfos (two of the three) .. Daule oni Puebloviejo. 

These nine cooperatives represent 73% (853 meobers) of the total
 
number of DAPC cooperative mebers in 1971 (1,171 mebers). 

(5) A conplete list of DAPC members (those with production loans 
for 1971) was prepared for each of these nine coopertctives. A 
rando sample was selected of about 45 nienibers with the goal of 
obtaining at least w) to 35 interviews. This flexibility was 
necessary due to the difficulty of locating an individual and, 
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sorwrtines, due to the distance between the r.merbers hoame and thecooperative headquarters. 
Most of the cooperatives were visited
 on rnrket day to facilitate contacting the selected interviewees
in town rather than in his fields. 
The goal of 3D to 35 inter.
views per cooperative was reached in all but one case, Guaranda,
where r'esistnnce and lack of cooperation of the managerencountered. Apparently, in Guaranda 

was 
rimny cooperative members

had been advised by outsiders a couple of weeks prior to theteat's visit not to Live any infornation to strangers becausestrangers never fulfill their pronlses of help or assistance. Thewarning was to refuse to be interviewed by other outsiders. They
refused. 

(6) The so iple was as follows: 

Cooperative No. DAPC Me! ,bers Sanple 

Carchi 195 36
Santa Tiresita 
 11 25

Son Pedro Huoca 54 22
Progreso 
 96 
 33
Paulo VI 31 31
John F. Kennedy 71 35 
Guaranda 
 106 
 28

Daule 
 124 

Puebloviejo 34 

65 35 
Totals 
 853 
 284
 

(7) The sample for each cooperative was weighted according to theproportion of DAPC cooperative i.mebers in the cooperative to theoverall total in order to arrive at estirmtes for the total DAPC
progran menbership. Th,: seven cooperatives that were not sampledwere assuned to be sufficiently si,-ilar in basic characteristicsto sone of the aanpled co.perritives to be included in the overalltotal on a weighted basis. Each of thesce seven cooperatives
natched with 

were 
a sar..pled cooperative as follows: 

Cooperative Not Scnpled Cooaxrative Snpled Province 

Yaruquf 
 Progreso 
 Pichincha

Pularo 
 Paulo VI 
 Pichincha
San Miguel Guarcnda BolfvarSan Pedro 
 Guaranda 
 Bolfvar

Magdalena 
 Guaranda 
 Bolfvar

San Antonij 
 Puebloviejo 
 Los Rfos
 

Analysis of Inforation 

Description of scope of the DAPC program in 1971 is based on therecords of each of the 16 cooperatives. Descriptive analysis of the
interviews with the cooperative mnongers and the description of eachcooperative are done by Rodrigo Morn and Roberto Cruz based on their

visits with each cooperative. 

Analysis and evaluation of results of the DAPC prograoa art 
based onthe data obtained fron 28h interviews of DAPC cooperative members.Results are ensured in terns of incomie differences from 1970 to 1971,and in terns of production increases of 205 or nore betmeen the lastharvest and the previous one. In sone cases there were two harvestsin one year, in others, only one harvest per year. Increases inaniial production were based on last year (1971) and previous year
(1970) differences. Corporisons are nade with the control group,composed of individuals without credit but with technical assistanceand of individuals not receiving technical assistance but receiving
credit. 
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Various factors, such as size of land holding, anount of credit, 

nui.ber of contacts with an extentionist, or use of form plan are 

analyzed to see what effect they have on increased income or 
production.
 

Re coLnrendations 

The lost phase of the study conuists of recommendations for strengthen.
 

ing the DPC program. They are based on the evidence provided by the
 

interviews with cooperative zerbers, tnnagers, and on the impressions 

of the reseorch tea.:. 

InI. DESCRIPTION OF DAPC PROGRAM 

In this section we present, first, general descriptive information 

about a nt~iber of factors relating to the DAPC progra. Second, we 

set forth brief descriptions of each of the sixteen cooperatives in 

the DAPC progran based on the impressions gained by the research tea:.i 

in their visits to each one. 

Scope of the Program
 

The scope of the DAC prograru can be indicated by: the nuaber of 

participants, the nurber of cooperatives, the arount and type of loans,
 

cost per participant, locality, average size of land holdings of
 

participants, and the product.s of the participants. Each of these 

factors are discussed belowg. All the information pertains to the ye-

1971. In addition, three tables summarizing the loan data are 

included (Tables One, Two and Three). 

Number of Participants
 

1,171 participants which represent 23? of the active members of the
 

sixteen DAPC cooperatives. Rules for defining active mcmbers vary
 

fro coolcrativ to cooperative but generally they include mebers 

with savings of 4 100 or nore or who have rmade deposits or received 

loans within the past six -.:oanths. (See Tables One, Two and Three 

below for details).
 

Nurmber of Cooperctives
 

16 cooperatives were designated ns DAPC cooperatives by FECOAC for 

purposes of this study.
 

Amount end Type of Loans
 

In 1971 a total of . 5,919,2O8 (US$ 236,800) in production loans were 
granted by these sixteen cooperatives -. 42 (2,. 94,124 - US$100,00) 
for agriculturcl loans and 58#d (4q 3,422,084 •. US 136,800) for animal 
loans. (See Tables One, Two and Three below for details). 

Cost per Participant 

The cost per cooperative for the year 1971 was 11,390 (US$ 4 56). 
This estirlate was calculated by prorating the general cost of FECOAC 
per cooperative (indirect costs) and the direct costs of exten. 
sionists vho are working with the progran. (See Table Fotr). 

Locality 

The DAPC program is national in scope including four provinces in
 

the Sierra (mountains) of Ecuador and two provinces on the coast. 
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Average Size of Land Holdings
 

An estir.:ate based on the weighted sample of parricipants of land

holdings for the entire prograi 
is as follows:
 

Less than one hectore 16.8%
 
1 - 3 hectares 
 32.6%
 
4 8 hectares 22.0%

More than 9 hectares 14. 5%
No response 14.1% 

TAL 100.0% 

Products of Participants
 

Principal products of participants vary with the region: 
 in the
province of Crchi, potatoes, wheat and cattle; in Pichincha, wheat,
barley, corn, cattle and chickens; in Tungurahua, potatoes, wheat,

fruit trees, cattle, chickens and pigs; in Bolfvar, wheat, barley,
pigs and cattle; 
in Los Rfos, rice and corn; in Guayas, rice. For
the progran as a whole products produced are:
 

Agri culture Aninals 

Potatoes 
Wheat 
Rice 
Barley 

44.5% 
28.1% 
19.1% 
16. 

Cattle 
Pigs 
Chickens 
Others 

57.2% 
35.3% 
35-7% 
16.5% 

Fruits 
Others 

1.9% 
33.4% 144.7% 

The percentage 143.9%
 

The percentage represents the proportion of all MflPC tienbers who
produce the listed itern. 
 Totals are more than 100% because rnost

nenbers produce i.ore than one product.
 

Technical Assistance and Promotion 

Technical assistance in agriculturoo is provided by one full-time agro.
nonist on loan to FECOAC fron the Ministry of Production. In addition,see coonratives have obtained the assistance of Agriculture Extension Service agronorists and other agronomists such as those workingfor agricultural product copanies or who are r.enibers of agriculturalcollege faculties. Promotion of the directed credit progran is done
by the regular extensionists of FECOAC.
 

1817
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TABLE ONE 
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S4MARY DAPC INFORMATION 1.971 

TOTAL
 
DAPC PARTICIPANTS TOTAL DAPC LOWAS
DC ,CTAL TOTL AGRICULTURAL LOANS TOTAL ANIMAL LOANS1 

COFERATMS O ACTIVO 
No. iMEMBERS OF' SUCRES io. AVERAGE Sum No. AVERAGE SUCRES. AVERGE(sucREs) (%OF TOTAL)! (sucREs) (%OF TOTAL) 

16
 

COOPERATIVES 13171 23% 
 5,919,2081 1573 376h 
 2,494,124 899 2750 3,422,084 674 5077
 

( (58% IKS _ _-5_I _ _ I __1_ 



TABLE TWO 
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SUMMARY DAPC INFORMATION BY PROVINCE (1971) 

DrPC PARTICIP.NTS ! TOT.L DAPC LOAS AGRICULTUR;L LOANS NIMAMLCAS 

i EmmalW 7-
-5 -- _____

No. ACTIVEfi SUCRES No. AVEMRGE SUCRES No. AVERAGE SUCRES DI. AVERAGE
MEMERS I SUCRES % OF TOTAL SUCRES %CF TOTAL SUCRES 

4 - : I UC 
CARCHI 360 24% 2,319,285 1 443 5,235 503,92T' 131 3,347 1,815,358 312 5,818 

(22%) (78%)
 

PICHINCHW 289 27% 1,456,837, 315 3,885 394,380: 167 2,362 1,062,457 208 5,108 
I(27%) 

I 
7(3%) 

TUIUR iX 96 l I2!% 423,942 I 227 1,868 303,973 142 2,141' 119,969 85 1,411
 
(72%) (28%)
 

BOLIVAR 201 18% 1,1,083' 239 * 4,657 698,583: 175 3,992 414,5oo 64 6,4771S i "------- I!
,_ Ii (63%) (37%)GUAYA I I 

LOS RIGS- 225 I 27% 606,c6l, 289 2,097 5621 284 2,100 98oo51,6
(98%) (2%)1
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DAPC nFOPIC.TION BY COOPERATIVE 1971 

*DAPC PARTICIPANTS -- t.-it, - . i-- -- -- TOI% DCLON ----
AGRICULTURAL LOANS ANIMAL LOANSCCOPERANTIVEKI -


No. ACT1IVE SUCRES l1. AVERAGZ SUCES No. , AVERAGE SUCRES No. AVERAGE 
ME_BE_S I SUCRES % OF TOTAL I SUCRES % OF TOTAL SUCRES 

ClaCHI 195 25% 1,2402,896 259 :5,417:226,433 66 3,431 11,176,463 193 6,095 

SinTATERESITA 1U 
_ 

3D% 713,713 130 
_ 

, 5,490 178,6488
(25%) 36 4,962 535,065

(75%) j 
94 

' 
5,692 i 

SAfU PEDRO 54 I 14% 202,676 54 3,753 98,846. 29 3,408 103,830 25 ,153 

YARUQUI 96 38% 526,548 

I-,--'-_(--)_.-I--
12 4,388 

--
,3 39 ,658 22,865 

(o) ___ 

5,221 

PAULO VI 31 11% 173,044 32 5,408 40,474 17 2,381 132,570 15 8838 
:I' ( 366i47) (L806,358813,70 8,38 

I , (31%)J (69'1i) 
JOHN F. 71 20% 362,930 189 1,920 246,961 
 106 2,330 115,969 J 83 1,397
l
EMMEDZ (68%). (3 



______ 

_________ 

T A B L E T HR EE (Continuation) 
 -1
 

DAPC INFORCTION BY COOPERATIVE 1971 

COO A PTITICIPANTS TOTAL DAPC LOXIS AGRICULTUI MUL ANS ANIMAL LOANSCOOPERATIVE __ _ _ _ _ _ __ _ _ _ _ _5Or , 'I - - I 
No. 'CTIVE SUCRES • N. .VERAGE SUCRES * No. AVERAGE SUCRES No. AVERIAGE 

_.I4BERS, * ____SUMMp. OF TOMIL., SUCR %OFTOf SUCRES 

IA LIBERTI.D 25 61,012 38 1,606 57,012 36 1,584 4,00 2,000 

106 14e 455,034 136 3,346 314,034 105 2,991' __(9_) 1413, 4,54E.(31%) 

SAN MIGUEL 25 307,968 25 . 8,319 161,368 21 j 7,684 146,600 4 11,650 
______ ( 7 C ~ ;t (22%) _ _ 

SAN PEDRO 24 21% 207,666 32 6,489 119,766 22 5,444 87,900 10 8,790
GUANTITO ~(58%) (42%) 

MAGD.LOVL ~ 46 241, 242,415 46 5,292 103$415 273,830 139,000 19 7,31-6'---- ---- (1O ) _ _ _ _ _ 
-

_ _ _ 
(43%) (57%)'
 

I1005L4( i ( 0__ 
Ov-O' 65 " 28% 16h, 560 63 I 2,612 155,460 59 2,635 9,100 4 2,275 

__ _ , _ I (95%) 5 ), 

NTo~NO 36 24% n6,4oo 54 2,15616, j 54 2,156 I 0 o-o0 

N) 
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NOTES TO TABLE THREE
 

CARCHI
 

Data
 

Agricultural loans for the period January Noveriber, 1971, totalled 
Sl 196,722 in 59 supor:te loans. Loans for DeC:,:ber, 1971, were estinated 
by averaging the agricultural ln-ns for January, 1971 and November, 1971. 
The December, 1971, csti.:at: was SI 29,711 in 7 separate loans. 

Anii.ial Loans for tht. period Jinuary.Nvenb.:r 1971 totalled S.1,099,910 
in 182 lans. for Dccutibor, 1971, we!re cstimt,:d bylo:porate Lons 
averoging the 1ons 1971 anrd Novi. btir, 1971. Thloiua1 for Jnnuury, 
Deceinber 1971 ,:stirnt. wns 11 loans totillin. S 76,553. 

SANTA TERESITA 

Data
 

Agriculturl loans for the: pe.riod Jnnu!-,ry Novenber, 1971 were I 169,382 in 
35 selxrrte loons. Loans f-r Dec bi.,, 1971, wt.re ,:sti.:ted by averaging 
t.,agricultural lians for Janury, 1971, %nd Nova :.b,:r, 1971. The Ice,ber, 
1971 (-rstin.to w. s ann loan for SI 9,266. 

Anii.-1 lons for th,: pxeriod J-nuary Noverber, 1971, wurt-: S1 519,020 in 
92 sepnratte loans. Loans for Dec.:ubur, 1971, uwrre ,:stiriated by averaging
th. aninals 1ans fir Januory, 1971, and Novrnbor, 1971. Th Decemtber 1971 
rstinato was 2 loans for Sj 16,045. 

SAN IrEDR(e HUACA 

Data 

Agricultural loans for t:he pt:riod January Nove,bt:r, 1971 wer: SI 98,o8o 
in 23 s.-cpr.*te loans. Lonns fir Deceibur, 1971, were i:sti;Dtd by nveroging
the anials loans for Janutiry, 1971, .:nd Nov:tuber, 1971. te D:ceruber 1971 
t:stinate was two lions for a total of S15,750. 
YA UQ.UI 

Data 

Agricultur.-1 loons for the p riod January Noveitber, 1971, wore I 102,739
in 37 separate loons. Loans fir Decenber, 1971, wore estinated by .overaging
agricultural loans for January, 1971, "ndNavenber, 1971. The Ducemlber, 
1971 loans esti ate was two loons for S/.944. 

Aniral loans for the pe:riod January November, 1971, wvre S1396,86. in 74 
separate loans. Loans for Decerber, 1971, were ostiuated by -vernging 
aniuis loans in January, 1971 and Nveuber, 1971. The Docermber, 1971 
estinate was seven loans for a total of St 26,005. 

PAULO VI 

Data
 

Paulo VI was visited an December 1 and 2, 1971. It was found that there 
wa only one loan for agriculture or animal production given by the 
cooperative after the uionth if July. Therefore, no esti: ites for Decorabor 
arc. appropriate since it is unlikely that any loans would be made in that 
nonth. 

Reproduced from 

122 best available copy.

http:rstin.to
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The nanagerient of the Paulo VT cooperative distinguishes between directed
credit loons and production credit loer.. Six of their loans in 1971 were
classifid as directed credit loans, five of Which were for chicken pro

duction. The data in th,' descriptive tables abo,e include.s both these
 
directed credit loans and production credit loans.
 

JELLIARO 

Dat-

The cooperativ, PutlUnro uias visited on Noveriber 24, 1971. Dita on pro

duction loans were not available, for Nov:bur and Declber, therefore,

estiuates have been rnd,. for aniriol production loans for these two rionths.
 

Twenty..thr-..- anirr.l production loans for a total of SI 117,550 were given
for the January October, 197.. period of ten u.onths. T:n pl:r cent of this 
figure oasresti,mtud as the :onGhly loons rata. Thus the esti.ate for

aniual loa.ns for Noviiber and Duce~iber, 1971, was 20% or Sj 23,510 in five
 
loans.
 

Agricultural production 1loans present .,different situation. ILl but five
of the 65 ogricultural loans ut.rte for fertilize~r in th. J-nuary • June,

1971 period. Since the supply of fe!rtilizer was exhaua td by June, 
 no

fhrthur loans wort: givn ofter this ,tonth. Thurefore, no estinates hove been
iidu regarding agricultural loans for Noveriber or DceaLber, 1971. These
loans for fertilizur ji:refor wht.at and potatoes. Incidentally, these 60
 
fertilizer loans wi:ric given without the. nr:cessity of a 
 forrml application 
or dt cision by the loan corittue of the cooperative in order to facilitate 
the use, of the fertilizer. 

PROGRESO
 

Data
 

Agricultural lo,:s fir th, ix riod January Noveriber, 1971, were Sj 13),699
in 41 sepornt,: lonis. An .sti.nte for D:ceb-r, 1971, was :nde by av.erag.ng
agricultur-l loans for January, 1971 -and Nover1ber, 1971. The D-cedber,

1971 esti.tt:uws five loans 
for n total of Si 34,348. 

:Anirrnls loans for thu period Jrnuary - Noveiber, 1971, were SI 342,460 in
77 sepcratc lions. .. n ,esti.-tu for Ducciuber, 1971, was node by averaging

aninvls loans for January, 1971, and Tlov,bur, 1971. The Deceuber, 1971
 
,:atirnate wis n(Nuiwln.s for o total if SI 23,502. 

JOHN F. KE3114EDY 

Thc coopr:tive John F. Kenn, .y was visited ecenbe.r 30, 1971. The datn 
-re ci pl:tt: for ti yea.r 1971. 

One aspct aibout the pattern of production loans of this cookrative shouldbi:nAted. Only 71 .ic:ibrs of this cooperative, with 357 "active" i:iuubcrs 
on their bioks have ruceived 180 production loans. There are five ,ei:rburs
with six or ,ore loans. Howecvr, thu avorage loans are ouch s.aller than 
for othe:r cooperatives. 

LI. LIBERTAD 

Da ta 

Thr cooperative Lo Libertad was visited an Noveober 17, 1971. Since there 
were only two aniz.nl production loans for the period January October,
1971, no esti ;vtua for Novenber and D-cunber, 1971 vere rde. These two 
lions wf.re:to buy bue.? cnlves. 

Reproducedbest avalablefromcopy.

• 6s:'avi?6I 
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Thirty agricultural loans for a total of S147,510 wore ade by the cooper
ative in the period January October, 1971. The monthly average is 
9 4,751 in three loans. The estinate for November and Decerber, 1971, isI 9,502 in six loans. 

GUARNDA 

Dota 

The cooperative Gunranda vas visited on Decenber 27, 1971, and copplte
 
data on agricultural and anifml loons for the year 1971 were obtained.
 

SAN MIGUEL 

Data 

The cooperative San Miguel was visited on Nver ber 18, 1971. For the
period January Noveuber, 1971, only 4 aninal loons totolling 4 46,6oo hii 
been given by the coop.rative. Two of tlse loanns were large, one for 
4 20,000 and the other for S117,000, for the purchase of cattle. Since nological pattern seet:s evident in animal loans, no estirate has been mdefor Deceber, 1971.
 

Nineteen loans for agriculture were given by the cooperative for a total
 
of S146,0OO. An estirmte for Deceber, 1971, was made on the basis of tht 
overage valur: of these agricultural loons for the whole period. The Deceab,

1971 estirmte was for two loans totalling S115,368.
 

SAN PEDRO GUANUJO
 

Data
 

The cooperative Son Pedro Gunnujo was visited on December 27, 1971. Its
 
data is complete.
 

MAGDALENA 

Data 

The cooperative Magdalena was visited on December 29, 1971. The data on
 
production loans is complet for 1971.
 

DAULE 

Data 

The cooperative Doule was visited on December 20, 1971. The data on
 
production lons for 1971 is conplete.
 

PJEBOVIEJO 

Data 

The cooperntive Puebloviejo was visited on December 17, 1971. The data on 
production loans is complete. 

SAN ANTONIO 

Data 

Agricultural loans for the period January October, 1971, were S1 97,000in 45 separate loans. An esti.xite for Nover.mber and December, 1971, was 
rmde by averaging the loans over this ten-rionth period. The November 
Decemb-r 1971 estinate was SI 19,400 in nine loans. 

124
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TABLE FOUR
 

ESTIMATED EXPENDITURES FOR THE DIRECTED CREDIT PROGRAM IN 1971
 

Indirect Costs 

Getral Adiinistrative costs 1 	 S/124,592.77 

Direct Costs
 

Professionals assigned to FECOAC: 

Salaries 2 115,275.00
 
Bonuses 20,500.00
 
Local transportation and per di.,i 3 69,754.00
 

Two DLrectud Credit Promoters: 

Salaries 4 	 38,401.26
 
Local transportation and pxer diei 7,794.90 

Directed Credit courses mid suminars 5 12,769.66 

FECOAC Externsioaists: 

Salcries 6 	 80,914.96

7Local tranaportution and per di~r.% 37,971.96 

Education DirecLor: 

Salary 8 9,063.00 
Local trnnsportation and per dien 9 1,875.79 

Education exp-niditures 10 13,956.08 
Education mnteri is i1 2,499.44 

Estim-ted Grand Totrl for th, Directted Credit 535,366. 
Progr:,ri in 1971 

(u.s. $ 21,40o) 

Estinated 	costs per cajperntiv2 in all phmses of the 
DAPC program in 1971 (47 coopcratives) 12 S1 11,39C. 7Z 

(u.s. $ 455)
 

Estir.ntcd costs xr ,:eb&:ri wh received production 

loan in DAPC progral in 1971 13 4 457.,' 

(u.s. $ 18.3D) 

Estiiated costs per r.inber of all 47 cooperatives 
who borrowed for production purposes 14 sl 143. 

(u.s. $ 5.74) 

Esti.mted costs per active reriber of all 47 
cooperatives in the DAPC prograr.l 15 32 

(U.S. $ 1.32) 

* Note: Dollar sucre rote for 1971 was $1.00 = Sj 25 

f?5
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NOTES 	 TO TAILE FOUR 

1. FECOAC geeral costs fir 1971 	 S1 681,283.42
Affiliated credit unios in FECOAC in 1971
 
according to -inag,:r of FECOAC 257 cooperatives
 

Costs p r ci.pe.r,:tive i., 1971:
 
g.nervl coJsts Sl 681,283. 42 = St 2,650.91
 
No. of cjopc. a 257
 

Nuciber of -Zifliated c.oi'rativ:s in -11 phases of DAPC prograrm in 
1971 accordinL to at1Isticc provided by FECOAC 47 cooperatives. 

Estitteo. c.ost per coopj:riv- in cll phases of tho DUPC progra.i: 

S1.
2,650.91 x 47 = i24,592.77 

2. 	 Estiunted s:llries for the: professionols of the Ministry of Production 
assigned to FECOAC. 

3. Locol trnnsportctijn nud per di:.. poid to professionals assigned to 
FECOAC, including pv-yient t. othe-r profe.ssionals of the Ministr7 of 
Production who worked with the. prograi, froi tire to ti.e. 

4. DAPC prorioters who uorked in January through March of 1971. 

5. 	 'raird Inter Arerican Credit Union Set.inar (rural developnent) financed 
by the Credit Union Ntionol Association (CUNA). Ten per cent of the 
general costs wzas fir four .xt,:nsionists of FECOAC. The number of 
participants was 42. 

6. 	 Twenty per ur.t of the ti.:e of the regular extensionists of FECOAC
 
was estiinted by the :i.nger of FECOAC to be devoted to prootion
 
of thil DirecLd Cr:dit prograii.
 

7. Twenty percnt of extentionist transportr'tion and per dior costs. 

8. 	 Ten per cent of the s nry f the educotion director was estimted
 
ns applicable to the Directud Credit progr:.:.
 

9. Ten pe-r cent of the education director's transportation and per dier: 
costs.
 

10. 	 Ten per c(nt of the educntlon prwgrns were estinmted to be related 
to Directed Credit. 

11. 	 Ten per cent of the cost of e:ducation mtcerials applied to Directed 
Credit. 

12. 	 The estinted cost of each cc.)perntive in all phnses of the DhPC 
prograo; is: 

Total 	costs 535 366.82 = 3 11,390.78 
All DAPC coops 47 

13. 	 Estintsed cost p(:r nerber of the 16 cooperatives in the operating 
stag, of the Directed Credit progrnrs (1,171 t;ei:bers): 

Total costs 535,366.82 = SI457,18
 
1,171
 

http:535,366.82
http:11,390.78
http:i24,592.77
http:2,650.91
http:2,650.91
http:681,283.42
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14. Estbote cost of per neciber of all M12PC cooperatives (47) mho probably 
r:ceived production loan in 1971 based on the percentage of the
 
sa Iple (23%). 

Nu:-,bc.r of cctive ,embers in all 47 cooperativc's according to 
the records of FECOAC = 16,230 cembers. 

Nu,.ber iho probably received production loans in 1971: 

23% x 	16,230 = 3,753 ,.w-.ibers 

Estiate of cost I-r .arerber receiving (estiated) loans: 

Total 	costs 545,366.82 = Sl143.41 
Loan recipicnts 3,733 

15. 	 Estinoted cost per :i:iber of all cooperatives in all phas.s of the 
DhPC progra;.: 

Total 	costs 545366.82 = 32.99 
All cctive ra:nbers 1 ,230 

INDIVIDUAL COOPERATIVES
 

In this section each cooperative is briefly described. Included is Table
 
Five which lists the basic general characteristics of the sixteen cooper.. 
atives.
 

CARCII 

Description
 

Corchi is onn of the four credit unions in the city of Tulc~n. This cooper 
ative is coi.iposed of )OA f£oriw:rs. TI:e agricultural products ore: potatoes, 
wheat, barley, cattle, ,iilk cov :nd, )n a sl:aller scale, pigs and chickens. 

Administrati on 

The cooperative is progressing wll pri:arily due t. competent nanagenent. 
The tianaGer displays grc-nt inturmst in giving and btcining agricultural 
technical 2ssistonce help for the ,eiibrnrs fron both Lovern:ental and con
au:rcial sources. Thu cop(rti\ve ii s acquired a de ionstration far%to aid 
neubers in l,:arninfl proctical kowledge of nwc agricultural techniques. 
There are plans ta buy naricultur:-l sehinry to se:rve the ..eIbers at a 
reduced cost. Thu annz'er i3 dao interested in providing new services 
such as life insurance on ioans anrd savings offered by the Ecuadorw.n 
Insurance Cop.rative, an off spring :f FECOAC (Credit Union Federation). 

The Board and Co.ittees :f the cooprative cooperate withi the Manager in 
those 	efforts and in the adiainistration and field inspection for the 
cooperotive. Financially, the cooperative haos obtained funds not only 
fro the Cooperative Bank but also fr.,. national banks and other inter
national sources. 

Proble,.s 

The problen of this cooperotive are those which are Canerally found among 
all cooperatives in the DAPC progra.: lack of capital, lack of sufficient
 
technical help, and n need for further education of cooperative nentbers. 

-1.?7 
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SA TERESITA 

De.scripti on 

Located in the town of Julio Andrade in Cnrchi, this rural cooperative 
served as the pilot project in directed credit in 1965. During this time 
the cooperative received intensv, technical assistnce froa FECOAC for an 
extended period of ti:ie. In this groith period there was a notable increase 
in the standard of living of the iie!ebers which was evident by the establish 
nent of a weekly imarket in this town in order to t-,ll their products. At 
the present tiue the cooperative does not imintain their education and 

.prootion progrn;.is with thu. san intensity and appears to be in a sl.ip. 
The products of th(: ieibers are potatoes, wheat, barley, cattle, milk cows 
and soue pigs. 

Adninistration 

The aancger nppe,rs to be a nun wlio gave - great effort in the past and 
now has entered in a decline. His cdainistrative pt.rforance and his 
relations with cooperativ ne ibers are le(ss effective; hi. is very capable
but appears tired. Perhaps if he changes cooperatives or essumcs another 
job in t' DALPC prograu he iill once again becooe effective. There are elso 
three enployees in the coaper:tive ad.inistration who do not appear neces 
sary. The Board and Copcrotiv Cormittees cooperate withi the manager 
but without erthusias:. Thei :ei.bers af the cooperative receive technical 
assistance fro: an agranouist from the Agricultural Extension Service who 
has been assigned by FECOAC to the cooperatives of Crchi. The cooperative 
has received loans frm;. the Coo).rative Bank but due to loan delinquency 
their line of credit is closed. 

Proble s 

The riain problea of this cooperative is loan delinquency caused by low 
prices for potatoes. 

There is also no p'ar.inotion for new rmenbers, no educational programs for 
prr.sent xmbers and no help from the Extensionist of FECOAC. 

SAN PEDRO 

Description
 

This cooperative is situated in the gown of Huoca in Carchi. It is 
progressing itell in terms of new memubers and increases in capital. The 
rem-bers are nostly farmers uho raise potatoes, barley, and wheat along with 
cattle, nilk cows and pigs. 

I.d. ,inistration 

Tlie nanager is well rotivated to provide cooperative education and tech 
nical assistance to the nenbers. An agrononist is assign(d by FECOAC to 
assist the cooperative by periodic visits to the rembers. Working with 
the iemburs, the aCranonist has eutablished a dP.ostration plot to raise 
potatoes on one hectare of land. A model budget has been developed to slow 
the embers the costs of each phase of production and whether there has 
been a profit or n loss.
 

Problems
 

Lack of help fro the extensionist frorl FECOAC; for exa.Iplk, .mny tines the 
mebers hove et and waited for the extunsionist who did not arrive. There 
is so..e loan delinquency due to thu low price.s for potatoes. Many debts 
have been consolidated and th: mainger expects a lower delinquency rate in 
1972. The DAPC progran began in 1968 in this cooar.rative with a loan rate 
of P- ties the amount of savings, presently it has a low rate of thr,:e 
tilmes the a.1ount of savings. 

http:progrn;.is
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YAHUQUI 

Description
 

This cooperative, which is in the town of Yaruquf, Pichincha, began a DAP, 
progran in 1966. Tis cooperative served as a nodel for the progran and 
was visited by ...any interested parties both fro Ecuador and other countries. 
It was also used as a pilot project for fertilizer proniotion by the United
 
Nations' Food and Agricultural Organizction (F':O). The principal products 
of the area are corn, barley, potato s, cattle, pil.s and chickens. 

Ad.inistration 

These innovative nctivities resulted fro. the icladership of the cooperative 
tanager and the pirticipation of the ,,gricultural Extension Service. Present 
ly, the cooperative h!s fallen into a state of declinu; adequate leadership 
no longer exists due in part to the absence of the innager who lives in 
Quito and only visits thc cooperative on t2 menkends. The coraittees no 
longer iet regularly aad technical assistance. fron the Extension Service 
is almost totally abseiit. Scnrcm capital has resulted in fewer loans and 
in reduced proportion to saviuig; instead of 10 ti,ies snvings, loans are 
now ionly given 3 ti. es savings. Available cnpital is liited to unused 
loans from the Cooperative Bonk. The iten;bers, hovev4:r, continue to receive 
visits of tl:u field i.nspector of the cooperative. 

Problei is 

The above nentioned factors hive produced a negative attitude nflong the 
nembers with iilay of the.,-i withdrawing their savings. Loan delinquencies 
have risen and h.ve created problens in the rapynent of obligations to the 
cooperative. The sale of fertilizers to cooperative renbers has practically 
stopped.
 

PAULO VI
 

Description
 

Located in the toun of Tu.iboco in Pichincha, this cooperative has dedicated 
its DAPC program cluost exclusively t. chicken production because of the 
availability of technical assistance in the area. 

Adninistration 

The ;.anager is young but with li ited :xperience in his job. He has acquire,1 
his knowledge of directed credit on his own by studying the annual and by
 
attending so:,e conferences. He: is interested in the progran but has 
achievd few results because: his iajor effort has been devoted to ioprovinT 
the econonie situation nf the cooperative. Thr. D PC progran for this 
cooperativ: needs technical assistance. 

Problens 

The cooperative apparently lacks the active support of corittee ie.ibers 
and Liost of the re.bers theuselves. 

PJELIRO
 

Description
 

This cooperative is in the town of Pucllarj, close to Quito, It is a 
relatively nei cooperative with about half of its menbers in faring. 
The level of interest in the cooperative by both the uu.bers mnd the leade
ship appears very low. This cooperative has not participated, in any way 
in the IAPC program.s; there is no technical assistance for nembers, there 

1.9
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is no control of loans, therre is no plan of work, etc. A large proportic
of the Li-Librs that hove received loans, raise chickens. Other products
of tl,e cooperative rie.bers are wheat, potatoes, along with cattle nnd pigs 

Adjoin Jstration 

The rnager is n person who vpporently has a very United understanding oi 
the functions of a cooperative i~mnager even though he has attended at least 
three L..-sic ,arige.,eut courses in cooperativisA. Our impression, in our
converctations with hio, was thit he depends a great deal on the guidance
and knowledge of the local catholic priest. Tere are no active Board of 
Directors or Co.nittees; there were no Li-etings during the entire year. All 
the .nnigerient, of the cooperative educational prograus, finances and loan 
control are done by Vin nanager. During the ;ionths of Septertber and 
October new meia:bers Joined the cooperative due to the prospective availability 
of credit far fertilizers ..20,003 pounds of fertilizer were pronised to the
 
cooperative by FECOAC in Nover.ber. The entire capital of tle cooperative
coUes fro.a the savings of the met.lbers. The cooprative has no relationship 
with the Cooperative Bank. 

Probles 

In spite of the manager's efforts to motivate the eribers to attend the 
annual ,eetings, there is very low participation. Apparently, the nedbers 
think of the cooperative only when they need a money or fertilizer loan. 

PROGRESO
 

Description
 

This cooperative is situated in the town of Atahualpa in Pichincla. 
 In
 
spite of only two and hnlf years of life, the cooperative has provided
credit to iany people who previously had none. Not only has the cooperat...
hand a positive influence on its nerbers but also on the coruiunty at large.
Mhe cooperative r..bers are al -ost all farners who raise wheat, potatoes, 
barley along ,ith chickens, rilk cows, cattle and sane pigs. 

Adinistration
 

The progress of this cooperative is due to the leadership of the ,.anager
and the efforts of the Board and Connittees of the cooperative. They have 
worked to provide cooperative education 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 made to provide services to m.enbers that 
are offered by the Ecuadorean Insurance Cooperative such as life insurance 
on loans and savings, and to send sane :'ierabers of the cooperative to cours,
that are given in other parts of the country. The relationship with the 
Cooperative Bank is excellent.
 

Problens
 

The manogement is concerned with obtaining technical assistance for the 
members to iupr-,ve the knowledge already obtained frt agricultural stores. 
Mere is a lack of sufficient fertilizers to fulfill the demands of the 
rrinbers. 

JOHN F. KENNEDY 

Description
 

This cooperative is located in the co:munity of Caserfo Huachi-La Magdoler
close to Aubato. The cooperative has ribers fro.: both the rural sector 
and from the city including professionals who work in the Agriculture School 
Lu.1s A. Mrtfnez. This cooperative continues to grow due to the confidence 
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of the ue::bers in the ranager and the Board of the cooperative. The 
production loans of the cooperative are for agriculture,, cattle and click" 
including loans for irrigation, farra labor, potatoes, garlic, flowers, pip 
and sheep. 

Adr.inistraticn
 

The nanager his received ;.any courses in cooperativisrn and in cooperative 
rmonage:.,ent at cll levels including the visits to other cooperatives. These 
experiences have helped him. inprove the ad.inistration of this cooperative. 
He is interested in providing .iore services to cooperative merbers such as 
technical assistance fraa tl. Agricultural Extension Service and a narketing 
systen for the products of the rienbers not only for sale in IA.bato but also 
Quito and Guoyaouil. He wants to establish warehouses for the cooperative,
obtain certified inproved seeds and is trying to introduce new products in
 
the area such is garlic.
 

Probles 

The principal problems of the cooperative are lack of capital increases, 
loan delinquency and the relationship with the Cooperative Bank, which has 
ceased due to excessive requirements made by the Bank. 

LA LISERTAD 

Description
 

This cooperative is in the cor.iunity of Caserfo Huachi.Ln Libertad, near 
Ar.:boto. This cooperative is only two years old and has mostly i.zenbers 
dedicated to agriculture. In 1971 the cooperative began progran ina 
directed credit, giving credit not in nmey but in products. The cooper
ative aeribers received technical assistance fro agricultural extensionist,
 
regularly each iveek, including help in preparing a work plan for the crops.
 
The .ebers actively participate in cooperative metings. The principal

products of the area are apples, pluis rnd strawberries; in addition, soue
 
cattle and chickens are raised. The coopcrativ: is finmnced fron the
 
savings of the ariebers and fron loans fro.: the Cooperative Bank.
 

Adninistration 

The Board of Directors and the Co..nittees ieet regularly .nd work closely
with the onnager for the bettoruent of the cooperative. 

Problens 

!.pparently no noJar problems, except lack of capital. 

Descriion 

The cooperative is located in the town of Guoranda. The cooperative has 
rnany ienbers from n:arby rural zones including a substantial nunber of 
Indians who have less educotion than other nembers. This is one of the 
fev cooperatives that has an adequate econoraic situation for ordinaly loans 
but lacks sufficient capital for a strong DAPC progro,'m. The production 
loons of the meaber.?. are used for wheat, barley, potatoes, cattle and some 
pigs. 

Adninistration
 

The sound econoic situation of the cooperative reflects a capable ad 
r.inistration and manager. Nevertheless, the DAPC progran is not adequate. 

12Ii 
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There are good relations with both governraentsl and commercial agronomists
who provide technical assistance to the cooperative :.er.:bers. The cooper..
ative has good relations with the Con-.;rative Bank and Jn addition has 
obtained a loan Vro the Arizona Central Credit Union of the United States. 
The uongeoent is also seeking to provide: other services to the members 
such as the loan protection and life savings plan and agricultural products 
such as fertilizers, insccticides, etc. 

Problmis 

The anriger has not fully accepted the DAPC proera:- because it involves 
additional work for hiii, such as giving credit in steps and visiting ne:.iberr 
on their fares to control the use if loons: 

SAN IGUEL 

Description
 

Located in the town of Son Miguel in Polfvar in a coo.pletely rural environ..
 
ment, thu cooperative nonetheless give 80% of its loans for cou:iercial 
purposes. 

In 1968 the coolxrative started a DAPC progra, with the help of n loan of 
about US$ 5,000 fror. the Cooperative Bank and with the technical assistance 
froa the Agricultural Extension Service and agricultural product stores. 
Thu products of the zone are wheat, corn and sone coffee. 

Adiiiinistration 

The rmonager has received cooperative courses and is interested in iipproving
services for :ewibers such as a :t.re for the distribution of agricultural
products. He is interested in the DAIC progran but needs to be motivated 
to provide education in directed credit for cooperative i:embers.
 

Problem 

Thr. cooa prtive requires loan recipieuta to save 10% of a loon. This 
policy is opposed by the taibers of the cooperative who therefore request
ordin.ry 3.oas instad of directed credit loans. 

SAN PEDRO
 

Description
 

Located in the town of Guanujo in Bolf-ar, this snall cooperative is eompos • 
of aboet 75% farriers. The products are barley, wiheat, potatoes, coffee, 
pigs, cattle and sone "iilk cows. 

Ad, ilnistration 

The i'inager apparently does not have a clear concept of directed credit;
nevertheless, the ioubers have technical assistance and credit at tines 
reaching 20 ti.ies savings. The .onager is n very active wo..an who nmintai
cordial relationship with Agricultural Extension Service and agricultural 
products store.s which provide technical assistance to the rie;ibers. The 
sulx.rvinion of directed credit is done by the lanager personally. The 
credit cor.mittee iects with the inanger each week and the other couimrittees 
when necessary. The capital of the cooperative caes priiiarily fro:., the 
st-vings of the cir.bers. The relationship with the Cooperative Bank are 
good but the cpoperative does not have q loan froxi the Bank because of the 
delays it has expericnced in past yacrs. 

Proble.is 

The probleris of thb cooperative are lack of adequate capit' nnd n better 
understanding of coopertivis: by tlhe oenbers. Red r 

"best avaiable copy. 
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LA WMGIL'JE;, 

Description 

This cooperative is in the to:n of La Magdalena in Bolfvar. The rmjority
of the loons to ufibers are used in business. The agricultural products
of e:ibers who are fnr.ers arc. corn, lentils, cattle and pigs. 

Ad:.inistration 

The uanager is dyn'. lic nnd supports the DAPC progrnu. He thinks that the 
directed credit rquire.:ent of giving credit in steps is too co iplicated. 
He ,mintains good relatio,.s uith the jiriculturnl Extension Service rnd 
with agents of agricultural products stores which provide technical assis
toce to nerbers. The ionaz.r has the support of both the Board and 
Coraiittee ieribers of the cooperative and meets with the:, regularly. 

Problens 

The major problem facing the anavger :ias been loan delinquency of the . eiberr 
due to poor harv,:sts caused by bad weather. Loon delinquency were at 12; 
but now are down to 7%. 

DAULL 

Description
 

Located in the town of Daule in Guayos, this cooperative is couposed of 
rural far:xers of the area. About 70% of the neubers are farmers that 
primarily cultivate rice. The coperative appears to be progressing 
sti.adily. 

Aduinistrotion 

The leadership of the rmn-Ger h's led to improvd nd:-inistration by the 
Board of Directors and the coopertivc Coi.iitteos. In order to provide 
more technical assistance to th. -..ihers, thc: nianager has established 
relationship ith the ..griculturol School of Dulu. He is acquiring tech 
nical knowledge fro: the school .q.ic'.: is rcolotv.d t.o the proble.is of the 
ietibers and in addition ai'r .a -s vists by prMftissizn;as fro! the school 

to groups of ,ic-ibers. The c-pr.tiw- s' -eti:.s p:lys for transportation 
expenses. He is planning to ncquire nriculturnl .:achinery to provide to 
the r.|cubers. 'The :iinger is vi. plju;ing k o deve(lop n 'mrketing system
for its nei.abers. The *iajority is nlso plinning to develop a narketing 
system for its iie.:bers. The :majority of agricultural ie:bers of this 
cooperativ, d.su b,-lung to othter agricultural cooi:ratives in order to 
acquir,. ]and. The capital of th(. cooperativ co.:es fr:i s-vings of the 
i.embers, loans fro:i the Cooperative onnk nnd fertilizers froo FE0OAC. 

Proble-is 

Loan delinquency of the mebers due to p:.or hnrvests is the ,iajor problem. 
The cooperative either makes arrangeuents for pay. iunts with the delinquent 
..iotiber or assigns collection to a layer. Me direct technical assistance 
by professionals of the Ag:icultural School is diminishing for lack of 
:.ioney to pay their trauspoi Lotion costs. There is also a ]ock of capital. 

PUEBLOVIEJO
 

Description
 

Located i.i he tomn of Puebloviejo in Los Rfos, this cooperative appears
to be progressinL w:ell after :- period of slump. About half of the rmembers 
of the cooperative are farmers who produce rice, corn and cattle. 

[Rerodcedfrom
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Adzinistratio , 

The new ianngor is yzung and dynaiic and :akes up for lack of knowledge 
vith enthusiaso. The .anager's enthusiasn appears to be shared by the Board 
of Directors. The WPC progrnn is being partially inplenented but there is 
no technical assistance available to members. The cooperative has not 
established relatiois with either governzuontal or private sources of tech 
nicael assistance. 

Across the street fro the offices of the cooperative is an agricultural
school which ;ight be able tz provide sone technical assistance to cooper 
ntive ne.,bers. 

The capital of the cooperative is pravid.d by the savings of the lierabers 
as well as loans fro FECOAC and other credit sources. 

Problems 

The r.min problemas are co i.plete lack of technical assistance for nenbers of 
the cooperati.ve and lack of basic cooperative and tecluical education for 
the ne..bers. Sotie ueubers hove attended courses but have not shared their 
new knoiwledge with other mernbers. There is also a lack of capitol. 

SANaNTONIO 

Description
 

This cooperative is in the town of Montalvo in Los Rfos. The principal 
products of the area are rice, coffee, cocao and corn.
 

Adkinistration
 

The ranager of the cooperntiv: is a nun who has just recently nssuaed this 
job. Apparently there is little activity in the cooperative, perhaps
because of the .mnaer's lack oi ex1perience and knowledge of the cooperative
;.iovenment. There have not been relationships established by the cooperative 
and the available agricultural technicians, in spite of the knowledge
by the -ananger that an nCrononist of Lieo Ministry of Production works in 
the area. 

Proble:.is 

The a.mnager was uninform.ed about the IIPC progrnri -nd did not show uuch 
interest in the progro,. afLer it was explaiaed to her. This lack of 
interest oay be caused by the lack of coir.iu,:ication between the Extensionist 
of FECOAC and the cooperative. 

" ,4 
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TABLE FIVE 25-

GENERAL INFOPATION ;BOUT DVPC COOPERATIVES 1971 

I REGISTEPD CTIVE CAPItL *D'.TE OF LEGAL YEARS OF

COOPEM'TIVE 
 _MES MEMBERS (1971) i FORULTION OFERi.TION Or THE PROVINCE 

_ ______ _______ _ _____ ______CREDIT UNION _ _ _ _ __ _ 

CARCHI - 996 780 350,814 4 3TE IZ:- - 397 I 365 6.6 CARCHI!'7r55 . - -- __-1./2"--r7- 7 7.- CiARCHI
 
'S;N PEDRC (H U,-. T-- 395  1 07B _ 3 -___ I _ ' - 250 1 '206.701-97 -- 22 b_ I 5.V PICH__C_,VI __PAL.5 .5. -- - 2.0 _ PICHINC.,

PUELLRO 14- c1 299. 343. 75 ! -- 17 = -FICH- _CI _ _ 

PXGRESc . 390 1'321.757.27 5. q_-. 1.5 PICHIUCW57 " 
, JOHNU F. _K iZ5DY __...._ 357 75. 101OB. -  . . . 5 TUNGURAHU.o,L. LIBERT,'D ' 152 9b 170.991.02 1 7(,9 2.TtNGURAHU 

____i__1270 __ 7-3 3'7b5.6.02, 1---- j 7. BOLIVAR__T -
S.L MIUL13_2 7U. 790. 1~i .. 3BLIA * ~PERO(UAL2F7 S1 - 112 -.- 61.053-00 9 5 c.b BCLIW.RL.GD",L2. - 3692925_5190 . BOLIVR
MULE _60 _ 465 b73.t51.75 1736-g---7 3 oAYAS
 

PUEBLCVIEJO "-" -- _- 232 365.919.13 ! 9/-76-
 3.2 LOS RIOS 
AN'ITONIC - 173 1 150 311.692.66--! 1 1/69T 2.2 -LOS RIOS-

IOTILS.............. 
 , 6384 5038 12"797.995.50 
I _ i~~~~_ _ _ _ _ _ _ - _ _ _ _ 
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IV. OPERATION OF DAPC PROGRId4 

In this section ie present an overview of the operation :f the DAPC 
progra.i fro: tu point of view of the rinncGers of the 16 cooperatives. 
Four subject areas arc discussed Orientation, (knowledee and 
interests of the -mongers), Process of Granting and Administering
Production Louns, Tochieh al Assistance and Investnient Plcn. In additioi. 
are set fortl siie )thr aspects of cooirative operation which relate 
indirectly to t:i a,PC pjrograti. These other four aspects ore: 
attendunce it ietins by tieibers, training of .,anacers, relations 
with the Cioolrative Bank, and i:orketing. 

A. 	 Principal Aspects of the Opration of the DAPC Prograi 

1. Orientation, knowlede and interests of cooperative rtanagers 

Our interviews with the iaaag(ers of the DAPC cooperative!s
covered the basic points )f the progran and other aslx.cts of 
the cooperatives (See Annex A). 

On the basis of our interviews, we can classify the 16 
rianagers as follows: 
a. 	 Ten of the rianagers had a clear understanding of the 

directed credit concept. 

b. 	 Four had % generrl idea of directed credit. 

c. 	 And two had no idea what directed credit was. 

Another classification of the cooperative tinagers based on 
their interest in the lAPO was: 

a. 	 Of the ten lanagers who understood directed credit, five 
were very positive in supporting the progran. Three 
apparently were neither overly interested nor negative.
The last two of' this group didn't ;inifest any interest 
witsoerver in thc DAPC. 

b. 	 All four of t'e iana-rers w'.) had a general idea of the 
DAPC prograoi were interested i.. knowing i.:ore and establish
ing the prora in their cooperatives. 

c. 	 One of the two :anat;ers who knew little about directed 
credit showed so ic interest after discussing the progran 
with hin. The other rei :ined uninterested. 

The 	 following table su!marize these classifications: 

KNOWLEDGE AND INTEREST OF TE DAPC COOPE.TIVE MWNAGERS 

I 	 _ _ _INTEREST 

NOWLEDGE POSITIVE AVERMG NEGATIVE TOTAL 

Clear understand
 
ing 	of directed I
 

Icredit 	 5 3 2 10 

General idea of 
 I 
directed credit 
 4
I.
 

Had no idea of i 
directed credit .. 1 1 2 
TMTAL 	 9 4 3 16 

. _ p.g 
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Gt:'erally speaking all those with an understanding of the
D1.PC thought that DAPC is one of tie :.ost vluable -iethoda ofi'..provinE agricultural and aniol technol:r of the i:embers 
and increasing production.
 

Sonc coi '.nts by ,ianagers Illustrate their orientation toward 
tie DAPC progra:n 
* 	"Directed credit is one of the best things we could have, 

especially to increese the technical knowledge of the Lerabers". 
* 	 "It's the inly way that a rxa.ber can begin to receive tech.

nliecl :elp f'roii the .. rjnoj.ist". 

: "Directed credit is omd iecouse it helps netibers learn nowtechniques, but It has not succeeded in the case of thecultivntion of tarlic fir lack of good seeds and capital". 

"The productirn of potatoes increased but the price decreased,therefore, we hnven't been able to continue in directed
 
credit".
 

* 	 "In order to have the advontoges of production credit, sore 
attention imst be given to the :iciibers, continu:l educationol
prog~rai:s for thee, and lore Upvernxental technical assis
tance". 

* 	 "'e were only a sanvings and l:)Pn cooperative, then FECOfC
 
sold the iden of directed 
credit which was well accepted.
TMe cooperative needs iAc.incry (a tractor, a plow) in order 
to provide better services t) t:,e .-::bers sii ce we have an avercpe of 3 to 7 cundras 	 -.per fa :ily and ther are a totalof ia!re than 1,000 cuadras. The present price for plowing 
one cuadra is 400 s-c-re--US$16)". 

* 	"I haven't received any training in directed crdit; all I
kno' is u%.at I i-v levrned by :Wyself, by reading the manual 
and li:teni , to uo.e lectures". 

"W,. ta...u: t about entering the DAPC proGra:, but we didn't 
!hve technical assistance. Wr thought about obtaining loans 
fro:; tli. Cooperative rank f.:- the prograr, but ve didn't
do it because of lock )f technical help. We only give normaland ordinary lons in the cooplrative, we do not have any..
body to elp us". 

* 	 "Directed credit is not used here because we don't know about 
it and because we are not sure it will help i.:prove 
production".
 

* 	 "Because of the efforts of the pronoter of directed credit,

it was decided to begin with this prograrn in order to

rehabilitute tile cooperative. I entered the progra. in March
of 1970 with 120 'bad' uenbers and 13D000 sucr s (US$5,200)
in capital. We started on sonre cooperative orientation 
caUpaigns in order to i:ilprove the cooperative". 

* 	 "The lack of pr.iotion of the DAPC is one of the reasons we
 
don't have :iore LeIJibers. We 
 hven't rec:ived any education". 

* 	 "The nul'bers don't :ielp :ilch b'ocausu they ha:ve very little 
education in cooperativis:-. They recvived only one course
in cooper,,tivis:, at the ha;sfe level given in one week by

representatives 
 of FELY),'.C. We need fertilizers". 

1 1.07 
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2. 	 Directed Cr:dit: Require.ents, Credit Csur:ittee, Credit 
Policy Lnd Control 

Requirf:_.ents ta JbtLJn dlr;cted credit 

Wt. didn't find a exr;..n cr'terir :ie..a.ng the 16 cooperatives 
c.rnderning t.. noct.nsa ry r.:quirc;lts to obtain directed credit 
In spit.- Df tL,. 'usir-.bility jf if - t:.e sar.te requir:.nents 
f:jr :,11 c ;r:tiv In t:. . prigrz:. The require::aents varyfr., )ne ca-er-)i:rntvv t, t..u othcr, eojx:nding an the interpre. 
t tns f .'. rir(:-t,., crcd i t ,iv:,i ,y t'e n.:,nogers or the boards 
if t!e :r tivk:::. 

SD.., Lnswuro ': by t'.& 'nra illustratu these different 
inte'rirctt.ti ns f diretd cridit: 

* 	 "Our rt.quirQ ints .,re. -avwn;, nn,-'n .Juc:,ti-,n in the use of 
,:n-lt-,il ;tid c . .I. lrAucta f Jr • ", i..u, .if two hours 
berf.r,. i.vlyin,- fir t:..: linn. Als. subtiit ! work Inn. 
E21uc,.tl:i co:nti:nuta r'urin-; t:.e fitd .Isi-ctimn and an the 
:e..Gi. ltr:ti m f' ±,.. th. .:: .r, tiv, ' Just bau,7l1t for the:i. ;uc . :' :l c:.:r ,.r x ,,i ,. : ro.li:bility. Prevision 
if inruranc. .r, 1j: nn- hu(tntin -f 101' A' th( %.junt at'ci.c¢ 	 ix n". 

* 	 "H(:ceive (ii :.t .ours .1' trcI:.;a i r'tivia.., directed 
cr(: it Indrf:ulnti ;!s. In, 1965 t:.:y r.ct:ivi:l ,iekly treining 
* iracticil training f.r ti, nal.:):ro ii ,.ach'. Af the cot.: 
iunitics )n a r t:tilv, b.lsr. C-.) em.;r, aov.rcial id 

agriculturol cr:dit .v,: tl., s .u requir:. unts". 

* "T:x: . ': :bers preler rli:ecry cr:d!it t- directed credit injrdler ti -.v:A-d t.i: 10,"t' ta l:.i~" 

"T, b: -.n ' !ctitw:' .. r )f t.! r TL ;re:are n,dirk ela ; et'.. wit'. th! ,t 'I. Fjll )win,; tile 1i-1, :,rid 
tl.e 	 tec.mxic: l "sr;t,.,ict- )f t!:. vt(:rin:rian when the an
i; f r DouItry. W %.v(.::, t(cxnicnl ossint.nce in ngri 
cultur,. 

* "Fill jut - r -. licntl n. F,: -in '.ctLvi . t: ibi-r. Subit to 
tec:iiccl sz , - , r.i th,. Exte:nsi n Service. Prepare 
n 	w-,rk l '-n wit :, 1:illn, )i' credit". 

"Gii .. r-1 ch:.r;ct.r. Kn ledit;: .X c) purcitivis,:. Guarantor, 
T be c ibr. r t Rc .atLw . tLy. Praof if actually b in; 
n fr.ler. T) ..,vc la. u_.;r,. 1bility t) far ling".rr :d 

'V,;: .-.vc: . -iv,. :.l -:urs(rer c ]rr ti vis, but the ;le;tbe rs 
did nAt :tt(.n b(:c.uS. C.cy wort. tire-d, li,,(' t * fknr awvy

n~d eslecially b,;c.': t:.Ly wer(.: nt very int,.r:st,. in 
tho(:ry. G.iner'lly tUey r.a bel ,n: t tv.) )r jr: :i ricul. 
tural caaI.A:r.tivcs. I Utini: tU-,2 are c.,n|'urd Oince every 
bady is talkin, ub*,ut .:,irer.Livis.. Ttr .u<t to be 
cajr'inoti ,n b(:twe(:n inrtitui ns. TI:, cr.dit is given
.c'ardIng wIth; t:(.; :C ,ll., e ,i city i1' th(: e;;bor beginning 

vit'.; a wirk 1.:u, but w:e:. jnQ La) w c !uber heL.:tka 

doesn't hv.,e t' :;c.t any require .e.ats".
 

Credit C. .ttec: 

In all f t.,: c.i:Arutivs, the: credit cai,,itt,;e is the organ
that (grinto .ar d(:-nics credit. Tiir decision Is based an th(
:annter'Li ree, rt and in so :A co)i%:rntives a report by a field 

innj,(:ctjr s also required. Reproduced from 

best available copy. 
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"Lr~t s ,;rIt ,*t'-,y crc-dit cj'.i ttee boon, on telane~r's r'- .. rt, :'fr t.(! vi'Jsit 1y t:.r. field Insp.ector". 

"The creA% ... stu y :ll t' oTlicatijns prior to 

AV er,:it co .Itt, .r.a t inn bysied a' rnpartsl'iv ! by the.ans.tor -n! t:" .nuoox.". 

Credit+. I.olic:-

In P11 the -wuperstvn 
 lher, '.r :-en % readjustment of thediric-,l credit rol-cy. :t'er ,xfi:n'.r cin mny problems causedy ,  e s.r: . i.tnloIh: u sc,.r c ases u',*re up to 2 timeshie. or.L -A' ':iof 

rp'ult cally eptilis,. 'n 

'redit policy was
)!,v':z trr'u.r, the 
coc with t.e economic capacityof te soerat .;. Tin Jrine.pal IMeW.. f byoer themani"5rs, iide i(c pK' tio" f the cncryxeraLiveS inbenefit or l',., mn- rz, "-s a. deL ir.:uency.
 

Credit 
 is Aven s atjis _- Lump .u.. "ameti,s in installmorws. I. qo.c moyrol l.e; t is .e, in ozriculturalprod'-c,,: int. 4Ll*ru in Wot.pr'oducts "nd money, or only inproducts. The payrnint ;... d varis .1ith Lh, .nternal
 
re2 ulao ct. ofchAl' cLc|
o"ratie. 

"Te 2oonprative rives th, .,,:A'-,r a cjlu:k Vbch tohe takes 
c,.e fcAr-. iiz-r L.or ;ouse unj -uys w:at he nceds".
 

"In 1 rncptd credit 
 e,dive up to thrP ti ts the amount ofrau
.'vits . h t.i .n:xi.:um pa:y..r-:.. 1eriul of IC -ionths. VeHave:Pen in t:;e prorn .inu.p' 1- n but only really began
it. Q7, with the! arrival of the a ;yonunist".
 

".t ,.v'r ordn:.ry ur,:diL at 
 rre t , savinrs of thie rae ber.Liort& crewrit ri '-d on .. L.ternol r NuiaLions of thecuoj*-L'ri., u',.- rdic, to the fcllIowin table: 

3ovin-s La 
 Mx.imum
 

,CU06o0ai:es M 

5,0X, tc 1,0C( sucres 


11 to i'vw. L ,us P5,000 sucres 
")I. tU, fou i,1t.S 26,000 sucres7,OU0 Lo lV,0t :;u;r,'a lp to 2,5 t ,,,s 25,000 sucres15,0UI sucres .n '(,. : Ai say n,,s 7,500 sucres up 

"The :'or,er rr.rri',us th,. loa. in;n;rivulturnl productsoccordia.v L. the pinti.. 'h, he raises ar.imals, hi receives

ull t;L. loarn i.. mney".
 

' Av'.a t, rejlj or dirPcjt' -d credit that says the
Ur ot toar'i v' 100n Ur.pto iie times his savings.This 'would u;1;pital-'?r, the cooperatLive. Normal loans are
Jtrei tifts the savin.,s of' t: momber".
 

For Pg; rroduction the lj is given in install ents andfor ra sin, chckens the loan is ,vei, iN a lu p sum". 
"lefore, direcud credit Loens are Li ve, up to ten tiesLhn vi,;gn of' tie ,Ku,ler, now thy are given at three timessavings, that is like Nu cr'ioiuy loun. They are given inInstallMens be'n.uia of" MA 'of L..ey. The obligations ofthe: coioppraLive to the ' ink (Coopeartive Bank) .ave
 

prel'eren,".
 

I Reproduced from 
best available copy.129 
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"Direcced credit is i;iven only in agricultuiral products,

it's not &iven in ionvy". 

"Credit ia L;iven in par'Ij in money and partly in fertilizers
 
-'nd seeds". 

"For production credit, ue tgive a TiaxLmu-.1 of 10,000 sucres 
vith 500 suves of savns, kut nlways depending, on 'he 
type o, tiber. For urdinary loons we give throe tirhes 

vi - wi: a p,.ye . nperiod of s x months. For production
loons tie pynenL perioI is ten months. So:,ie receive the 
loi on fertilizers, ceeds, insecticides, ask foronly so,.i" 

tUe locn in :o.y. I v ts Lhai.:see the land".
Lo 

'Lo mni .u . I-Aver. iin :-toll-inLsI this is complicated for 
rrivuez. Cved.t was e-ivonup to ten Limes savings, now 

t.e retult cn JAv.de up to fivr- tines savings". 

"Codit :; -. vrn in instnLl.ients whicr is a lot of iork for 
Lie a,no.xr. Th' loc ,s nr not sl,:parvispd because we don't 

a flie id i... u:ctor. Sor, ..ieor:)errs are indians vho are
illiterat:. i:, .ited to irc,'ezer our econoral ,'esorces
Z. ordor 'n serve ti - e .brs". 

"Ti ooepromtvr- ',ivas crdit in chr-.icul producLs and
 
ec,5 Lir},od its own store uLich als) srv.d non .ienbers".
 

"redic is ;ive:i Lhysteps in "ccord with the plan, also it 
;s Ir.,nfertilizers, n.ricultural prodcts, etc. Maximum 
fin'mncii is for t.-re,- or four cmuiJrcs". 

"Crr.d-t i. s br..n closed sine,. cii ziouth of August until the 
r o;f cti,,-r due ti the lck if money for loans". 

Co.:Uro1 f'redit 

Th,.ra t-r, .o n:r. ron for the1orms t;ie cooperatives 
cnntrcl of ,;rr. L. The control F'ley of the cooperative is 
C,:: tr2'2 lu. . .y .h. :.;nn er depeardin., someuhat on the economic 
raUC( 3 of :re r'ooixrt '. 

sot., ooc rAvws p;:. fiId inspector to check r*i the proper 
uso of 'unSa i. ither ,ooprrativs whch do not %0vO 
st'ficient mone:.- he y n firld inspector, tee manager assumes 
the re.sponsibility for control ;nd i;i other coope.ratives there 
is no -.cntrol watsoev,.r. 

"Control of' lo ns cnnnot br- rvde miore than once or twice
 
a yea7- due to Inck of personnel, but for specific proarsis

(education projects for groups of nemlars) complete control
 
is exercised".
 

controlle by

vis ta with, the agronomrist to check protress based on the
 
worl: plan, to ive help to the irsbers, etc. "
 

"Loans Frc 1 n flak inspctor who .akes periodic 

"I control loans personilly since there in no fP'ld inspector". 

"I visit tha rrmblurs once in a while to sec how they are
 
uainz uhp lons".
 

"The field inspe.:n r,:!:an visits 0 co.ntrol the credit;
 
.ioievr-r, these vini.s nre re,,urnstrd b,, the members".
 

"Wie do not. 'ontrol the eredit lecouse we dur.'t have n field
 
inspector".
 



.	 31.-

S"I visit the members to see if they are spending the money 
according with the plan". 

* 	 "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 fertilzers".
 

"There is a high rate of loan delinquency among the members 
due to low incomes. Before we 7ave credit in fertilizers
and certified seeds but ive had many problems. Now we have 
a 	 store in the cooperative center. Loans are now given in 
money".
 

* 	 "The proble..; of loan delinquency .s often given to the 
lawyer for collection, othe!r times the problem is handled 
by ,:utual agreement with the mpe,.ber". 

3. Technical Assistance 

In some coopertives technical assistance is given by a profes
sional from the Agricultural Extension Service assigned to
 
FECOAC. This assistance is coordinated by the manager and the
chief of personnel of the di-le-gation of' th Ministry of 
Production of the 
zone. To use the tim(, and the knowledge ofthese agricultural professionals in the most effective vay and 
to reach r,ore p(eople,, som aanagrs have opted for the system
of group learnin,, work n ; uith the professionals Ln groups
rather than individually. Nevertheless, reany members that need 
individual help may obtain it.
 

In other coope-raLivus, technical assistance: from the Agri
cultural EL:t nsion Se!rvice is very irregular, sometimes being
no more than onf: contact by the agronomist and the member.
Some coopervtivcs re-ceive regular technical assistance from the 
agronouiist w:io i -or! for auriculturil companies. Finally,
there are suralf coope.rotivis i.tith absolutely no technical 
ssistance. 

I*"W, providt th.oretiecl and practical technical assistance 
to groups from 17 commuitis 11ith th. help of the Agri
cultural Extr'nzLon Servc:. 11. try to work v:ith the youth
of the 4 F Clubs b.cause they accept change more easily
than adults. Adulis ar: very difficult to change. Tech. 
nical help is -iven io the cooperative by personnel of theAgricultural E£:te:nsion Service and the agronomist of FECOAC. 
Genrally they teach the ,embrers how to use fertilizers
based on soil analysis. Th,: mpe.ber brings a sar.ple of his 
soil here and wr, send it to FEITISA for analysis". 

* 	 "We meet periodically with the agronomist or on special
 
ocassions when the members requ(est 
it to increase the tech

nical knowledge. In F'Lima a 	 group of members have rented 
soaae land and work together under the direction of the 
agronomist from FEOOAC. This professional is available to 
give help to the! members". 

* 	 "We receive technical assistance from the Agricultural 
Extension Service, some from agricultural products companies

and some from our own members since some of thein are
profe:ssionals and others study in the Agricultural College.
With directed credit, the field inspector takes the products

personally to the members and teaches them how to use them.
The Agricultural Extension Service gives technical assistance 
each uwek n the use of fertilizers to all the members of1.41_
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the cooperative. 
There is a work plan that is prepared by

the professionals of the Agricultural Extension Service
 
ishich they discuss with the members". 

"We have the technical assistance of the Agricultural
 
Extension Service of the National Wheat Commission; the
 
members hove great confidence in them. We would like to
 
have our own personnel to improve technical assistance and
 
to provide supervision".
 

we began directed credit with the help of the Agricultural
 
Extension Service and agricultural products companies. I

attended courses in directed credit and give help to the
 
members".
 

"We had a two hour .eeting a year ago with the agronomist 
in charge of the progrom. They spoke about many things
such as chickens, pigs, etc. but they only talked, they

didn't return to do anything. They made soil analysis

and prepared a demonstration plot for fertilizers for corn,

but they didn't return. It was a fiasco. We have no
 
technical help. They only give us words". 

* "e hod the technical assistance of a veterinarian from the
 
Extension Service who helped with poultry. 
We also received 
technical assistance, froi an agronoaist of an agrimaltural
products company but now we have nothing. It's been a 
long tion since th:ey err: here". 

* "We had hoped that the extensionists would come here to 
help us, but they don't visit us regularly because they lack
 
transportation. The director of the program gave a lecture

about directed credit vnd never returned. This whs more
 
than a year ado. The nrononist frou; the Extension Service 
didn't help us. lhe wanted to enter the directed credit 
program for poultry but they didn't loan us 20,000 sucres 
for it becausfe w,- locked tocnical assistance. In the 
lecture about directed credit, They told us that the member 
must have th, help of n;i i(.ronoi.list". 

* "The cooperative doesn't hr.ave: cechnical assistance and would 
like to have a plermanent ',;rononist but finances don't 
permit this. The demonstrabion plots of FERTISA produced 
good results and so did the field days (metings on thefarm with thu farmers and the. agronomists to demonstrate 
practical farming techniques). There was very little 
interest in fertilization before this". 

* "Because of lack of knowled-e about the use of fertilizers
 
that FEOOAC gave us, ve had to sell thea to another 
cooperative ". 

* "Not even the field inspector received technical assistance". 
* "We lack technical assistance and help in agricultare. This 

is the reason why much land has been sold".
 

4. Work Plan 

The majority of the managers interviewed indicated that the 
members have generally accepted thr, work plan, however, some 
resistance to the work plan exists among many members because 
they believe it is an excessivr: requirement to receive credit.
 
The managers believe that the work plan has helped the '.mbers
 
understand the economic valu, of thr.ir investment ond has
given thm an understanding of idther they are making or 
lossing money.
 

I'~ 
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Generally, the work plan is prepared by the uanager and the
member together. In on(. cooprativ v work plan is required
for all loans. In other coop:ratives whether or not a -work
plan is requi(d, depends on the discretion of the manager 
or the board. 

* 	 'or all types of loans, it is nr.cessary to prepare a work 
plan so that the rinmanGer kaows ho, the loan is going to be 
used. Sone rx.iebiers prepare the plan themselves and discuss 
necessary chunges vith th,, .mnager. Othrs prepare the plan
mith thr ;,ianoer at tho cooperat!.vo. The members accept
the work plan because 5hthy recognize its utility". 

* "The memberz accept the work plan very well. All of a 
sudden they realized they were losing money and began to
understand the economic value of their work. Of special
valut- to the mumber is the inclusion in the work plan of 
each step required for the production of his crop".
 

* 	 "Sorme members accepted the plan, but others resist it". 

* 	 "The reasons for the loan are stated in the application, 
for example, all the requirements for the harvest of wheat 
are included by the farmer". 

* 	 "The member doesn't hove a written plan. He gives his 
ideas to th, unanger who writ:s it down. The former asks 
for the loan ond it is gtven to hin.. In practice we hove
 
found that the former never lies". 

* 	 "Thv work plan hasn't created iany problecis for m. I 
believe it is necussary. In the plan cre included all 
phases of the process but in practice the: loan only is enough
for th. preparation of the land including insecticides but 
not for the harvest and other requireii.nts". 

' e require th work plans from, the members prior to 
September 30th in order to prepare a budget for the follow 
ing ycar -nd seek financing for it. The rmanager discusses 
the work plan with the acober". 

B. rienoral Aspects of Coolprativ, Operations 

1. Attendance at coope rative meetings 

In all the cooperatives the largest attendance occurs in the 
Januory annual Deeting. When there are meetings ..n June,
attendance is notably low. Te managers of the cooperatives
have adopted different methods to motivate the members to 
attend the annual meeting such as raffles, buffets, etc. 

* 	"About 75% of the jembers attend the moeetings. We hove 
secret ballots for the election of the cooperative board". 

* 	"Eighty per cent of the nembers attend the Janur.ry meting, 
less than half attend the June reting". 

* 	 'le stimulate the ierbers to come to the uIetings with 
raffles and other things, then the r,mber becomes interested 
In knoinZ how the cooperative is doing. Attendance is 
almost 100%". 

* "About 40% of the meiubers attend the June meeting. In 
January about 75% b(!caus. we give theri a banquet". 

1/1.3
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"We have two zaeetings v year with an attendance of 50% 
because we don't have good roads". 

S"There is a decline in attendance at the neetings. We
 
didn't have a quoruA in the annual neeting and in June the 
meotJng was cancelled". 

"The rapibers have little interest in attending the rmetings 
including the meabers of the board. Quite often we have not 
even had the required quor.i. Lost June, we had sorm 
attendance because I told the;a if the.y did not co,.*e, they 
vould not receive credit". 

S"There is poor attendance by the uiobers and the board of 
directors nt the neetings because they are only interested 
in receiving benofits". 

2. Training of the Managers 

Most of the ranagers hove had at lieast one course in cooper
ative nmnagement. Sore hove had three or more including 
courses in directed credit and laboratory training. Three
 
,..inagers hcve received no courses at all eithe- because they 
had not been invited or because the course as cancelled 
without noticu. or becatse they just recently becar.u, rmanagers. 

* 	 "I have attended various rnnagenent courss including
 
laboratory training".
 

* 	 "I attended sorme ,anngem.nt courses, the last one 'Was in 
Cayarab. about directed crdit". 

"I attended a course indirected credit, after a basic manage. 
rmnt course. Fifteen days ago I was at a course in Guayaquil
,ith the nonagers of thie largest cooperatives in Ecuador". 

* 	 "I have attended thre: courses in coopervtivisn, at inte:7
mediate and advanced levls in Quito, Ak.bnto and Guayaquil. 

* 	 "I have attended various umnagellent courses at all levels 
and have visited various cooperatives to observe their 
operation". 

* 	 "I went to a course in Quito, but it was cancelled". 

3. Rolations with the Cooperative Bank 

All the cooperatives that have had loans froma the Cooperative 
Bank indicated that they benefited frot thera but that the 
Bank dernds many requirem.nts that are difficult for the 
coop ative to fulfill. In some cases, the cooperative has 
not been able to ,eet its obligations uith the Bank because 
of te loan delinquency of the members and the line of credit
 
has been suspended until these obligations are fullfilled.
 

In general the relationship between the cooperatives and the 
Bank have been beneficial and effective. 

* 	 "The relations with the Cooperative Bank are beneficial. The 
Bank has given us much services and has given us an average
annual credit of 450,000 nucres (US$18,000) froma 1966 
through 1971. Our credit was better in 1969 and 1970". 

1.!4 
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* 	 "We would like to have n loan from the Bank but they de..and 
rmany requiremlnnts ve cannot fullfill, besides there are 
r.cany delays in receivina the loan". 

* 	 "We hove probleas with the Bank in the payment of interest 
because loan delinquency of the rae'bers was 12%, now it is 
down to 7%". 

* 	 '"ehave proberis with the Bank due to the cooperative's 
lack of capital. lo consolidated our debt but they have not 
closed our line of credit until 1973". 

'q"We
are late in paying our obligations to the Bank because 
the ue,..bers buy land and anirmls instead of paying their 
loans with the income fromi their p'oducts. Wie don't have 
enough savings coning in to build up a capital. It's 
necessary to improve the production of potatoes with better 
seeds. We need longer terms for fruit production loans". 

4. Mr.keting 

Most of the rannagers indicated that the marketinG of the 
products of the farmers are done by the members the:mselves, 
but they think that the ideo of having the cooperative market 
their products is a good possibility. Sorme cooperatives
experienced with the r.marketing of products of their members 
with good results. However, they have not continued with their 
:rketing effowrts because they lack transportation facilities, 
they lack the roney to pay a person to run a marketing 
progra , and the ;.:noger doesn't have the tiue to supervise 
these activities. In otht.r cooperatives the marketing 
experience was not successful.
 

* 	 "The ;e;:bers themselves handle their own -marketing, they 
go to Iborra, to Quito, and other towns on Sundays which 
are the ,rket day in ::iost places. They rent trucks and 
lok for marke:ts for their products. Also many members 
ask the cooperative to sell their products for them". 

* 	 '"eore very interested in marketing our fruits, specially 
apples, and have experi, ented iith the preservation of our 
fruit on the cool slopes of the mountain Chirborozo in 
order to keep them in good condition for sale". 

* 	 "The cooperative tried marketing in the first year of our 
production loan progrm, but we had many problems such as
 
obtaining sacks and finding patios to dry the wheat. We
 
stopped doing it since then".
 

* "The cooperative has to do everything for the member 
including the marketing of their products. We tried to
 
do it but we ihd poor results. Nevertheless, we receive
 
as payment for loans all their products which we sell to
 
the riln".
 

V. nESmTS OF ZM DAPC PROGRAM 

The results of the DAPC program are measured in terms of produdtion 
increases or decreases, income Increases, and degree of participation 
in cooperative affairs. Onlboth an absolute and a comparative basis
 
there are positive results for DAPC participants in production in
creases and income increases. P.rticipation in cooperative affairs
 
by DAPC rembers does not show sign.ficant differences compared to 
cooperative members not in the DAPC program. 

1.45
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Production Increase
 

The sample of DAPC members was classified into three production groupb
 
as follows:
 

1) Increased Production Group
 

Composed of those DuPC members with at least one agricultural
 
product vith increase of 20% or more s.nce the last harvest or
 
an increase over tne prior year in cattle or horses by two, an
 
increase inpigs or sheep by four, an increase in chickens, rabbits,
 
or guinea pigs by 11. Members of this group either had no decrease
 
inproduction in either agricultural products or animals according
 
to the same criteri& used for indicating increases or had more
 
increases than decreases.
 

2) Decreased Production Group
 

Composed of those members with decreases in some agricultural
 
product by 20% or more or in aninwls inthe same criteria used
 
for increased or those who had more decreases than increases in
 
their products.
 

3) Stable Production Group
 

Composed of those members who either had no increases or decreases 
or iho had the same number of increases as they had decreases 
according to the criteria of 20% for ..ncreases or decreases 
in agricultural products and tuo for cattle and horses, four for
 
pigs and sheep, and eleven for chickens, rabbits, and guinea pigs.
 

The non..DAPC members were classified in the same vay. InTable
 
Six we see the distributions of these groups of the DAPC members
 
compared to non mermbers.
 

TABLE SIX
 

COMPARISON OF PRODUCTION BETWEEN DAPC MEMBERS AND N0N.14MERS
 

Production Groups 'DAPC MERS (284) NON-MEMBERS (78) 
._ _ I_ 

Increased production 43 37
 

Decreased production 24 3 

Difference 19 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 vith DAPC members compared
 
to a 7% difference between the increases and decreases of non members.
 
The program appears to be both reducing the losses in production and
 
stimulating increases inproduction.
 

A r
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These results are more dramatic when iil look more closely at specificproducts. Increased production has occurred with potatoes, wheat,
barley, and with cattle. 
Rice, pigs, chickens and miscellaneous animals (horses, sheep, rabbits and gvinea pigs) had virtually thesame percentages of increasr's 
as decreases. No product, either agricultural or rinimal, shozod marked decreases over increases. 'able
Seven sumnmarizes this data by showing the differences in percent ofincreases over decreases comported with the ccntrol group for each
 
product.
 



TABLE SEVEN 

COMPARISON OF PRODUCTION INCREASES BETWEEN DAPC M4BERS AND 

DAPC M ERS (1,117) 

Product ' Increase Decrease Difference Saaple"- Increase 
Size_ 


Potatoes 	 43 22 + 21 521 i 29 


Marley 	 50 25 + 25 199 i 50 


Wheat 	 41 29 + 12 329 41 


Other Agriculturt.,
Products* 38 29 + 9 I 425 32
3 


Cattle 32 29 + 9 670 is 

Rice 2527 - 2 223 47 

Rice ' 2 ' 17 


Pigs 	 12 18 6 414 21

I i 	 I
 

Chickens 27 31 .4 418 13 

*Cther Animals ** 34 34 0 40 


NOTES: * Other 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. 

NON 	 MEMBERS BY PRODUCT 

NON4OeERS 

Decrease 

38 


. 44 


5 

5 


3D 

7 

7 


14 


1 50 

20 


38. 

(78) 

Difference Sample 
Size 

-9 	 45
 

+	 40 


3 27
 

+27 19
 
+ 

-12 50
 
+ i0 15
 

15
 

+ 7 14
 

- 37 16
 
+ 2015
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Income Increase 

The sample of DAPC members was also classified into three income
 
groups as follows:
 

1) Very Probable Increased Income Group
 

Composed of *.embra who indicated an increase in income in at 
least two of the followind ways: 

a) Stated that tey had earned more money this year than last. 

b) Bought a personal object such ns a radio, watch, television, 
bicycle, or seving machine: this year (1971). 

c) Spent money in at l(ast tuo of the- following ways: 

i horne improvements this year (1971) 
ii farm improvements this year (1971)


iii bough more land this year (1971) 
iv sent children to school in the town.
 

2) Probably Increased Income Group
 

Composed of those who indicated an increase in income in only 
one of the three ways set forth above. 

3) Unlikely Increased Income Group 

Composed of those who did not indicate an increase in income by
 
any of the three ways set forth above. 

Measuring income changes is very difficult npd uncertain when therespondents do not keep accurate records of their annusl transactions
and are not themselves sure of how they are doing financially. The
 
labels of each group reflect this uncertainty. However, based on the

assufeption th: t reasonable inferences about income be n~ade on thecan 
basis of experditures and on the direct question about whether an
 
increase had occurred, the following results are presented.
 

In Table Eight incorie increases of the sample arc! compared with the

non-member control 
group. Slightly over half of the sampl(, indicate 
an increase in income compared 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 incom:e. 

In Table Eight we present a cautious ovrvie, of the incoc),: increasepicture of the sample of DAPC merbers. We are confident that at least 
20% of the sample has experienced an increased income end 'hat probably
an additional 34% has also improved their income situation in 1971. 
To 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 r,ntire DAPC popilation. Each indicator shows the same 
pattei'n, more DAPC members have increased their income than non.. 
mombers. 

149
 



TABLE EIGHT
 

INCOME INCRE-ASES OF DA1PC MM1BERS OOMPARED IMTH NONMEMERS 

-DAPCIj ncome Groups 1DERS (284) NON..MEMEPS (78). 

Very Probcble I
 
Increased Income I20 13
 

IProbable I 

I Increased Incole 34 23 

Unlikely466

Increased Income 46 64
 

TABLE NINE 

EXPENDISU1ES FOR 314PROVEMENTS * 

DAPC MEWERS (1,171) I NON-MEMfERS (78) 

Two or more
 

expenditures 17.3 11.6 

!One expenditure 37.3 32.0 

'No expenditures 45.4 56.4 

TOTAL 100.0 j 100.0 

* NOTE: Four questions conct.rning (:xpenditures for 1.,rovements were 

asked:
 

a) Have you made iryprovonents on your hone this year? 

b) Have you rmade ir.proveraents on your fnri this year?
 

c) Have you purchased rore land this year?
 

d) Do you send your children to prirmary or secondary school in town?
 

The common assumption is that each one of these Liprovenents requires an 
expenditure of ,ioney which would not be made if the farmer had not eurl.ed 
money the past year. We do not know, of course, whether these expen.. 
ditures are paid for out of savings or from earnings which r.my have been 
less than in prcvious years. 

1.5'o 
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TABLE TEN
 

PURCHASE OF PERSONAL OBJECTS -'
 

DAPC ME BERS (1,171) NOTI-14EERS (78)
 

Purchased some
 
objects 21.5 12.8 

Not purcimsed 
soue objects 78.0 87.2 

No answer 0.5 

.TOTAL 100.0 100.0 

* 	NOTE: The question vas: "In this year hove you bought objects such 
ns a rp.io, watch, television, bicycle, or sewing nachine?" 

TABLE ELEVEN
 

EARN =VP, V0NEf T1L.S YEAR *
 

DAPC MEMERS (1,117) NON. MEMBERS (78) 

Earned morn 38.6 24.4
 

Not earned .. 60.1 75.6
iore 


No ansv.er 1.4 

1TOTAL 	 100.0
00.1 


NOTE: 	 The question was: "In this year have you earned more r..oney 
then lost year?" 
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TABLE TWELVE 

IF MORE MONEY EARNED, HOW MUCH MORE? * 

Additional Earned DAPC MBER$ (452) NON.MERS (19)** 

(sucros).c a % 

0000 - 1000 27.5 lO.4 

11001 3000 27.8 31.6 

3oo• 6o00 22.0 5.3 

6001 22.'( 47.4 

No answer 5.3 

100.0 	 100.0
 

* NOTE: This question "How much?" was only asked of those who said 
they had earned rnore money this year (1971). 

: The s.mll size of this subsample renders the pel centoges very unrelinb). 

TABLE THIRTEEN 

RFASON 	 FOR ICOE FLUCTUATION 

DIASC IMF-]BRS (1,117) NON..1.MERS (78) 

Harvest (Qunantity) 22.J 	 r51.3 

I Price for product 1-. ! 18.0 

Quality of Product 3. 2.3-, 

Non-Agricultural 
Activities 13.1 2-).6 

Othe!r reasons 24.6 il.8 

No answu.r 4.1 3.' 

TOTAL 	 100.1 100.1
 

NOTE: 	 Other reasons were denth or theft of oni ials,plant diseaises, 
rind insi.cts. 

Notice thet nacording, to the replies in Table Thirteen, income fluctuations;, 
both increases and decreases, are thought ty the respondents to be due to 
tho outcor'e( of the hrrvest in quantity terus. PrLces vre the sccond rmost 
ir.portant factors. The dLote, :iow:ver, sihow that production increases are 
not related to incoin increasers. 

--	 . < . 
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In Table Fourteen, production increases and incor.;e increases are 
compared w'ith the cor.:bined sor:ple of DAPC rienbers (284) and non.
r.eibers (78). 

TABLE FOURTEEI1 

COIPARISON OF PRODUCTION WITH INCOMI 

_. INCrM GROUPS
Production ,.1!kely Incr.ased Probab- I-n Very Probable 
Groups Incore creased Income Increased Income
 

Increased 
1production 40 42 44 

Stcble 
production 39 28 27 

Decreased 
production 21 29 I 

29 

TOTALS 100 100 1 100 

Iur.iber 120 9 I 56 

The percentages of t:ose with increased production arc vrtually the samie
in all incorr: rroups. If production were re.lated to incor.,e thre would be
significantly 1rj rr rprcentu6es in the Vory Probable Incr:ased Income 
Group. Th(: s'ne would br true cf' the Decreas(:d Production group; c larger
percentage %.,uldbe in thi: Unlikely Increased Incon:e Group. These resultu 
are at first glnc,; s-,ortling beepuse it is easy to assuue tha' increased 
production is di-t.ctly tra.-.sforr.:ed into increased incomie. It appears that 
this assunption is ..Lie:. In t!,e ne:,t sroct'on, Analysis of th- DAPC 
Prograi.1, soe factors ,.ich influe.np production and so:,e factors vhich 
relate to incor.t. increase ae analyzed. We find the sane discontinuity
running througl the a,.c >nis. Factors Vwich related to production general
ly do not relatr: to inco::t: .nd vis-..vrs.. The :2issing and n:cessary
link appears to be! .;arketing, 'w.hich, up to thI, point, has been absent 
fret.a thr: DAPC pro :ra..,. 

http:influe.np
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Participation of Members 

The effect of the DAPC program on participation in cooperative
activities of .lembers has been nill. In 	Table Fifteen four separate
 
measures of cooperative participation are tabulated and compared with 
a small control group of farrnfrs who are members of credit cooperatives
but who have not Yeceived technical issistnce. Also included for
 
comparison are Oo other control groups, :embers of agrcultural
cooperatives in the mountairs of Ecuador and members of rice cooper
atives on the co:.st. 

The Table is divided into Lwo parts. The upper half lists the
 
individual indicators and shows the percentages of those who say that 
they regularly attend cooperative meeting, present their ideas in the
 
meetings, have been a member of the board of directors, or who have 
attended at least one course given by t!,e cooperative. In the lower 
half of the Tabln.a Participation Index is presented which combines
 
these four indicators. In all cases the !,embers of the DAPC program 
participate either at the same level as control group members or 
participate less in coop.rative activities. 

Two factors deserve emphasis. In terms of overall participation the 
members of the LArC program are not those who are most active or who 
are involved with the cooperative. Although this is not a positive
indicator of the succeos of the cooperative goal to sell the idea of
 
mutual self help, it may be i.'terpreted as an indicator ot' fairness 
in 	the givina of loans. In other words, it appears that loans are 
given on an e:ven-handed basis without fI.vorin(g the leaders of the 
cooperative. The ftct that high participants in cooperative activities 
are not those who receive the loans is boroborated by othe.r studies
which show that tht! motivation to be a leader in the cooporative is 
not closely rel.:td to motivation to imrprove production or technology.* 

The other f-ictor deserving note is that only about half cf the DAPC 
members :,.wv' ..rti r,&d n cjopr:rative course. This porcent!'ge agrees
with most of tiv. other control groups. DAPC members, how,:ver, are 
supposed to a .Xj.(:ri.(nc(:d at least on&ccourse in coopr-'ativism as 
a 	prerequisit. !'or' obt:,ining - DAPC loan. This deficienc-, should be 
remedied as much :i; possible. 

* 	Economic Growth in Rural Santo Domingo, 
Mike Crampton and R. Hayes Keeler 

1-44 
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PARTICIPATION IN COOPERATIVE 

Activity DfiPC MembersF (284) Control Group (23) 
-

Agricultural Cooperatives( 3 )... Rie CooperativesI........______ (265) 

'Attend meetings rp-ularly 4E E 86 88 

Present ideas in meetin-s 2 50 .. * 

'Member of -oard of 
Directors 15 39 39 37 

Attended at lvvsCourse U2r 4 ' 50 27 

Participation index: 

HjHigh 2 22 40 62 

Medium 21 32 27 19 

Low 23 25 i 24 16. 

No Participation 3C 22 9 3 

TOTALS 100 101 100 100 

• Note: Information not available 
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VI. ANALYSIS OF THE DAPC PROGRAM
 

The success of the DAPC program depends primarily on five factors • 
Credit, Technical Assistance, Cooperative Manager, Understanding of 
the Members, und Mbrketing. Each of these factors is analyzed in 
relation to whether tlhey influence production or income. In mare 
technical terw,s, these fivn factors are the independent variables and 
production iind inca Iecar, cho dependent variables. The DAPC program 
presently attempts to inil'Dence all but the marketing factor. Other 
factors such as uw:i.ehe.r, product deimand, and coupetition from other 
countries also hawv an impact on the -:-ricultural scene but are well 
beyond the direct .niluenc: or tilt: DAPC protram. 

Throughout the: analysis of w.riouo factors in this program we find 
releat.d e!vid:nc, that production and income ore virtually indpendent 
of each other. In other words, lctors thit influence one have little 
influence on the other. This was notcd above in Table Fourteen when 
production and incone: were! comapared showing virtually no systematic 
relation betienn the two variable.s. Our best e!xplanation for this 
phenomenon is that production increases for the somall farmer are not 
transferred into increased incoix: because of mariteting difficulties. 
For the larger farmier witi: nine or more hctares nirketin:. rc:y be more 
efficient or, 's is usually the case, the larger farmor has income 
sources besides his .Igricultural activities. Ti, larger firmer may 
have enough rf sources to enga(,eo in buying and sellinC products and 
animials i'ro.i uhich h: gains substantial part of his inco,,. For 
instanc(!, it is very prob,!ble thet so le. loans which are o:ntensibly 
for the raLsing; of cattle are, in fact, used to buy cattle' and im 
m.ediately sell therm for a profit. The data -do not directly illuminate 
this probl!m of the economic viability of the small farmer but many 
incongru:ties ramk little snse -;itiiout taking this probleni into 
considera t ion. 

The data re.lating to .ach f..ctor is presm:nrted iii concise form in 
tables. The production varieble 'irs bce:n dichotoirized to increase 
clarity. Stable production %nd 6thcrei.,se:d production have been combined 
into one ca,t:ory for comp; r~son :'th the cte:glory of increased 
production. Vjry proboble cand probablr. ncrease in incoue have been 
com,,bine:d for comrparison vith the noi.ncre, s,:.in, income gIroup. 

Credit
 

Two questions are pertinent to Lh: anilyss of the credit factor in 
the DAPC progrjn. Docs credit influence production and income? Does 
the a ,ount of credit (size of lo, ns),or the experience of the borrower 
with loans (number of loons),or whi.ther or aot a Work Plan has been 
prep.red influ-nce production ,,nd inco.n:? 

In Table Sixteen the semplr of DAPC m,.ibers is corporu.d to the control 
group of individuals who have! roe.:v,d technical assistance but have 
nct used credit. The evidence clearly shows that credi.t influences 
both proC.iction increases and income incr.eaeos. 

1.54 i6
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TABLE SIXTEEN 

DAPC ME4BERS COMPARED TO CONTROL GROUP WITHOUT CREDIT IN TERMS OF PRO.._Duffdo__ff T__cfMT7
 

DAPC Meoers (284) Non. Members Without ... ... __ . . . . ... Credit ( 0
 

Productivn
 

I 

Increase 
Stabl. 
Decre'se 

43
33 
2q,4 

32
36 
32 

Total i00 i00 
I nc or .. . 

Very Probcbl. 
incr.' se 20 12 

Probcbli 
increase 

No increcse 
34 
46 

20 
68 

Total j 100 100 

In Table Seventen the threx factors that could make' a difference 
in product:on and inacome are presente:d Nu.iber of Loans, Amount ofLargest Loo. , ,nd Work Plan. Number of Loans and quantity of loans
do not .:ppcrr to te re.l.ted to produccion incr.-ases. This may indicatethat small loa :'e used by thr- farnf:r as efi'ectively as large loans
in relation to production ind that mare experience with loins (areaternub.,,brs of lo:2Ltn) doi-s not sijnificcitly increase the farrer's shill
in using credit. On t(: ot!:cr hnd the nuiab; r of loans cnd the
Junntity of fLuns 'c r,-lcted to incomn iLcreases. Our e:;planation
of this reletLo!es.ip is thi: t so,, fzrnors, especially those h1o havethe: econo;.ic resourcs (s0:vings) o obtain larger loans us,. part of
the loan for cor~mercil purpos-as thereby increasing their Incomes.
In other words tle. relrtionship betueen production and income is not 
as we w;ould expect bvc:,use other activities of th* farmer outsideproduction entcer tne picture. 

of 
We do not hcve any dota on outsideincorae sources canotand thereforl- trst this hypotlesis. 

Th. Work Plon does hove . rolation to both production rnd inconme butthis relationship is not pronounced. Notice that only 48% of the samplecompleted a Work Plan (134 out of 282). But 87% of' the saople stated
that a Work Plan would be helpful, especially to know hoi, iuch thevarious elenents of the production process are costing. Since only37% of the sampl, said that they ke.pt any accounts, it w;ould seem
that there is a need for the Work Plan and a receptivity for it.
Ho%!ver, the quality of the Work Plan should improve. All Work Plans
include the objective of the loand and 56% of theia include both
objectives and steps or schedule of production phases. Only 36%of tv. Work Plans which were done includo., e:stiaates or costs or 
profits.
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TABLE SEVENTEEN .48. 

MrDI " 2 "C.ORS F...TFD MO PRODUCT .')AND INCOME 

Production 

1 

Number of Locns (0) 

. 2 or 3 4 or _r.or 
1 ,2 or ., 

. 0 loCo 

Quantity of Lnr.ost L)an (sucrr's) () 

.OC - 4000 4OO1 - x= 9C01 or noro 
.....:......... 

Hove Work Plon (%) 

Yes No 
. .......... -

Increase 

No increase 

45 

53 

3 

57 

39 

C1 

L8 

52 58 

38 

62 

43 

56 

47 

53 

3 

(1 

Totel 

Inccm: 

Increase 

Noincres. 

i0c 

49 
No~~-

51 

L 

......................-

,

. 

1o 

... 

39 

lou 

-------

32 

C8 

-

£ 

100 

.... 

4L 

100 

35 

99 

. .. 
72 
7n2es, 

28 

i00 

58 
518 

42 

~. 
1i0 

. 

49 

Tot l 100 1RIG lci00 1l 100I i0 100 

Number 65 
. . ........ 

13i 

__ _ _-
40 126 60 

- - ------
53 I 134 148 
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Technical Assistance
 

Two basic qtestions arise in the analysis ef technical assistance of
 
the DAPC progra,,. Is technical assistance in the form it is given
 
effective? Do mode_-n agriccltural methods influence production and
 
incor.i .? 

In Table E'_ghtcen factors concerning the method of giving technical
 
,ssistonce(in groups or individuzlly and the number of visits) and 
ihether technical L:,sistance has been received at all are related to 
production end inco,-we. It is rpparent that technical assistance in 
the form givon has no significant relationship to production. Notice 
that only 55% (156 out of 234) o1 the sample has received technical 
assistance and that 75% of this technical assistoace has been give:n 
to groups. Eighty five percent of this assistance has been given by
 
gowrnrient ogroriorists. 1ie can infer from this data that there is a 
serious problen in th- effectiveness of the methods of giving technical 
assistance to farmrrs.
 

In regard to incorie increase we find that whether or not C farmer has 
received technical assistance makes no apparent difference either. 
Formers in th-. increased income group, however, hove received slightly 
more individual attention than those in the no increase group, but 
they tend to rcilive less frequent visitp. 

But even though the effectiveness of technical assistance is negligible 
in terrns of our production and income measures there has been a 
difusion and so;eu adoption of modern agricultural methods among the 
farmers of the DAPC prograzm. 



TABLE EIGHTEEN 50 -

TECIHNICAL ASSISTANCE FACTORS RELATED TO PRODUCTION AND INCOME 

Recc!ived Tcchniccl Assist-ncc. In Groups or Individu.vlly Hou Mony Times? 

.Y-s 1- No Individul... . Grus 1 2--3 ... -or mrI 

Production 

Increase 40 46 38 42 47 33 44 
No increnso 60 54 62 58 53 67 56 

Totals 100 100 100 100 100 10L 100 

Income 

Increase 55 53 64 52 68 5 51 

No increcs 45 47 35 48 32 44 49 

Totals -0 100 99 100 I00 100 100 

Nuabers -156 128 37 112 19 64 73 
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In Table Nineteen vi- co,tpzre o7ton rvtes brtueen the total sample
of DPC 2e:mbers (284) and ;. sub ;roup of D.PC aembprs (i55) vho 
stated t:mt tw'.y :,C rrcfived t .rcnicl ass _stonce. 

tABL E Ni1 2;)T EIJN 

,S I T; C ......... .....
. .................
A~nPTION PERCENTAGES OF MUM~! LL'JTHODS BY DAPC !CEERS RECEING TEMCJUfAL 

Membors Rewciving AK.i DAICIlet'aod .'1sniotauce (152) 5. 1 

Fertilizer 73.2 61 9.1

Soil analysis 21. " 17. 9 + 3.7
Insecticides 76. 9 65. ' + 13.7
Wend killer 43.0 34., + (1.2
Iaproved seeds 52.1 37.4 + 14.7
Irrigation 38.7 31.0 + '7.7
Mcchiniery 50.0 31 . 3 10.7
iotation 72.5 64.1
1or., killer 50.1 33.C 

3:..
 
+ 16.3 .. niu:al vcccin,.tion 14.1 51. 3 + 12.8

Balanced feed 37. 3 23.9 + 13.4
 
Pons, stables 32.4 
 27.1 + 5.3 

......................................... 

On th bc:sis of t'ias videncn tt:,.the DBS.PC inre.bers who say they have
rr.ceived tchnica1 assistance .tv ::iher vdkoplion rotes for all
oaethods lis1Cee c -n ianfer tn:t- the asrono.sts .nusb be 'Vinrvn socl 
ir.pct. X-t ;hts i:pacti en L'r-s of .:nc.ro-sd production is verr 

In Table Tmt Iculturcl techniques (oc.optrc. rat) relatedor vre 

to production r'adn ,, .v. tit only four of the 
 agricultural'ie-tos va,. atively vil'etC to ,caecsc. production. They orO the 
use of ce .,co. n. 'L ,zeru, 1..Sr '.cices, cvop rotation, an* usingchenicals to kill leor.:s i;o'11"0of the three nni:lol practices
are relatd to i .c-er< :'oct .cO; ani 'al vaccinaLion and balanced 
feed. Note, Lovvor, t!;attr .:)dP if t±'is cases is the relationship
aarked (per: vonua :L fferences hor-'.,onbully ore 13% or less except
wvth the case of killin; soil xkorixL lihllCj ys 20%). Also note thatin only four case.s (Zerti. zor, insect. ciU003 rotation auC ai..: 
vaccinat-on) ar, zhnre ore than 30% of the saaiple who use the tech
nique. Terefore-, despi to adoption o .iodern tecniAurs thir still seeas to ho c problee .n usin, these tech:poes proprly to increase 
product !on. 

But wi',en we look at the use of sodern :;ric;Cturnl practe..s inrelation to .coo e increases e f nd (lore ro].Utionships th'n .n the 
case or prolucion. Six of the ilne -Criculturcl tochnicuos show a
reltion co :.acreased mnco.! and Fll three aciral raisin:; prc tice 
are rolated to iucreosou incoi.. These' I'eloionshps ore ...ore

strikio; than in the canse uJ.hi product-on w.th percentap.,e differences
(cln L the rows) above 15% n ost cases. Ue would infer P'ro; thisdate end fron our understandin; o" 'h -.gricultural picture in Ecuador
that tho .lopbton of nodrn ugircu] turn! Le,'"niau.s tends 'o follom 
rahor t:n lea.:. 
 , 
 Reproduced from 

best available copy. 
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TABLE TWENTY 
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AGRICULTURAL TECHNIQUES RELATED T) PRODUCTION AND INC0OE 

* Fertilizer Insecticides
'% Crop Rotation Soil Worms * Soil Analysis Machinery Weed Killer% % % % % 
Yes No Ye No Y.s No I Yes No yes No Yes I No Yes t N o 

Production 
 ;
 

Increas- ; 46 
 36 : 47 34 46 37 561 36 39; 43 43 42, 40 44; 

No increase 54 64 53 65 ' 54 63: 44! 64* 61 57 57 58 59 : 56 

Totals 100 100 100 99 100 100 100 100 l00 100 100 100 99 100 

Incom; 
. i I 

I 
II 

Increase i 54 55 57 49 
 6D 43 ; 65 48 64 521 63 48 60 50o
 

No increase 46 
 4 43 50 40o 57 35 51 35. 48 37 i 52 39 50
i * j , .i I I 

Toal 10 100. 99 1 00 100 100 99 99 100J 0000 09 

Number 182 1o285I 99 51,2 { 1 

102 Note1o02 96 188 233 13 171 99 185
 

*Note: Soil vorms category is - Yes, chemical worm killer is used. 
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AGRICULTURAL TECP1IQUES RELATED TO PRODUCTION AND flNCOME 

Imprcved Seeds 

Ycs No 

Irrigation 

Yes I No 

Vaccinate Animals 

Yus No 

Balanced Feed 

Yes No 

Pens or Stables for Animals 

Yes No 

Production . 

Incrtase 

No increase 

i 44 

56 

: 

i 

42 

58 

42 

58 

43 

58: 

46 

54 

39 

61 

50 

50! 

h4) 

60 

40 

60 

44 

57 

Totals 
_ _ _ 

100 100 100 i01 100 100 100' 100 : 100 101 

Incomt 

Increase 

No increase 

Totals 
_ _ _ 

Nb-

_I 

I 

S 

I 

53 

38; 

lOl 

L 

50 

50 

100 

54 

46 

55 
5•* 

45 

,100loo 
I 

62 

38 

100 

46 

101 

72 
I 

t55i 28 

100 
I 

• 

48 

52 

,100 

. 

-

72 

29 

101 

48 

52 

100 
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Marketing 

Our data concerning the marketing problca is limited. Only 35% of the 
sanple reported that they had norketing problems with 71%of this group 
identifying low prices as the nain difficulty. Transportation was
 
reported next by 17% of the probln-conscious group. Nonetheless since
 
the data of this study shows a consistent lack of relation between 
improved production and increased incozic and since poor farmurs tend to 
have difficulty in articulating th:ir prfhl.as, ospecially in response 
to direct questions, we belivu thiAt ;ark:ting is a major difficulty. 

Perhaps if th DAPC nerrabrs were to wort out sor'e way of selling their 
products together instead of individually as they now do (96% of the 
sarple sell their products individually) they .ight gain a little 
leverage over pric:s. Sixty thr:ee percent if the sample reported that 
they would be interested in selling their products in a group. There 
thus seens to be a readiness to try group selling among a substantial 
number of farrxers. 

Fro- the linite:d data we have we are unrble to precisely delineate the 
dimensiones of the narketing problon. However, based on the obsurva 
tions and experience of the research tea: , sor. factors which should 
be studied further are listed in the next section. 

Managers of Cooperativs 

Analysis of the orientations -nd knowledge -'if the r.:angers of the 
DPC cooperatives was reported above in the: section on the operation 
of thr: DAPC prograi. In su we found that the c ncept of directed 
credit was generally accepted but that many managers wt.re reluctant 
to assuec the responsibilitie:s and !dditimnal work required to make it 
work well. Since the prir.ary r,:spansibility for the progran rests 
in their hands it is i..pe;rtive that they be given the support they 
need in terris of lo.na and c-nnectians with ngronoists. FECOAC ::ust 
play a lnrgur role in providing this support. 

Menbrs of Coope:ratives 

In Table 'Nenty-one wt: haV, five characteristics of cooperative 
r.io.ibrs related to production nnd inconu. None of thern relate to 
production in a significant iry but th,:re is a slight tendency for 
those in t!..e production increase. c.,tegory to be. less active parti
cipants -.- btend t.i,.etings less and participate in other activities 
less. On the other hand all the indicators- years in the cooperative, 
attendance at iieetings, attndonce 't courses, participation indeA, 
and knowli:dge of the directed credit concept-are related to incr:ased 
incone. Once again we find evidence of the separation between 
production and incoie. This confor, t. the obs,:rvations of the 
research tua that finds the la-rg:r, :are ecjnr'iclly successful 
fcr,.ers playing a 'ore activ,: role in the: operntiv. 

Note that only 14% (hO out of 277) w:re -(are of the conc:pt )f 
directed credit. Since only 47% of the snaple- had attended ony course 
given by the coperative part of the lack of knowledge of directed 
credit is explicable. Other reasons tny be that the concept was not 
discussed in the courses or that, if discussed, was not understood. 
The conclusion from this data is that coope.ra.tive e:ducition is both 
lacking and not very effective. Perhaps, as suggested in the next 
section, other educational nethods ought to be tried in addition to 
the traditional lecture approach. 
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TABLE TWENTY-ONE 

CHARACTERISTICS OF MEMBERS REATED M0 PRODUCTION AND INCOME 
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I 

Production 

1 Increase 

Ngincrease 

Years in Cooperative 

1 2-3 ,4 or morel 
_________________ 

47 .38 45 

52 !62 55 

Attendance 

Regularly 

40 

60 

at Meetings 

IOnce in a 
While 

47 

54 

Attendance 

Yes 

41 

59 

at Courses 

No 

4 

56 

I 

Participation Index 

High• Lo 

39 464 

61 54 

Ynowledge 

Yes 

40 

60 

of Directed Credit 

No 

42 

58 

1,*I~ ,Totals 99 10010 i00*1 i00 101 I 1001 100i00 100 100 100 100 

' i Income 

Increase 

No incre.ase 

46 

54 

, 

' 58 

42 

54 

46 

63 

37 

46 

54 1 

64 

63654 

45 65 

35 1 

46 

54 

75 

25 

51 

49 

Totals 100 100 100 100 100 100 99 100 100 1 100 100 

NuAbers 55 ii 11 8 145 133 133 151 126 158 40 237 
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VII. PROBLFM4S AND RCOIM4DiATIONS 

The 	 results of the D;UPC progran nre clearly positive although not
spectaculrr. There is no doubt tmt credit coiibined with technical 
assistanco is a workable concept. But in the analysis of the progran 

we found proGra,.: were deficient. Thne nosts3,.ce ele:.ents of t'..e t'.at 

critical d:ficiencies of t:o progr,.. are:
 

1. 	 Lick of okdequ-'te credit 

2. 	 Lack of c.-ffectivo tec'nical assistnnce 

3. 	 Mrketing proble-s 

In this final section these 'eficencies are suirarized by problen
area followed by reco. endctions for i.':proveuent. The five problen;l 
areas nre: Credit, Tec.nical Assistonce, Mrketing, Managers, and
 
M'.bers.
 

A. 	Credit
 

Problem
 

Tl-e,..jor probleu in the credit aren is inadequate supply of funds 
to fulfill the nini .uricredit needs of t!,e DAPC prograui. As 'We
V w: 	s3,.n sow: C ojx:re.tiv,.s ',vrv to curtoil their creditbc.:n forced 
activitieo due t lAdk of cr,:dit and :..ost Lave bot been able to
 
give referrnti-l credit reitios (3 tines savings instead of fiv 
or t:n ti. .e. savinra) to DMPC v:p)lic-lnts. One of the reasons forthis lack of sufficient funds is that '.iny individual cooperatives
hnvu nt ustnblisaihc or r.intcinud crtedit relationshipn with 
cviil:,bl(e crt -lt institutions fro.. w!-ici they could oLtain 
zdditi)nsl funlz. 

Rec 	 ..;ien Ltions 

Our r.co' .ee2 tions to FECOAC for increasing the financial strength 
of th,. . coo,.!ra:tivus ore: 

1. eletcy ,rtives for the DAPC progrr. 
which are in reasonably 
soundllinr.ncial condition nnd which are likely to be interested 
in the DAPC ,rogrr::. We suggest thr2e riinirun requisites 
that should be fulfillul: 

a. 	 Th,: cooi:Artivu should !:,-!v exporienced syste:--tic increases 
in savings over the, past yeor.
 

b. 	 The cooperative should be. financinlly able to pay for the 
stervices of a field insp.ctor and the -anager. 

c. 	The cooperative should hov, a .a:jority of its leibers who 
nre famr:rs. 

The 	criterion of . systt,;itic increase in snvings provides a
rough indicotor of financial growth ,-nd stnbility of 	 the 
cooperativ(:. Other criteria could be used if needud. The re
quire.int of ability to pry for a field inspector and the
i..anger is absolute.ly ncessary b:cause th: DAPC prograo in 
each coolerativ ca'nnot funct:on ,'ff,.ctivily without both a 
rotivated !a-nager %nd n fit.ld inlseoctor. Ti: close guidance
of a field insplector -nd the supervision and control he would 
exercise ar(: indispe:nsable. The requisito of hnving a rijority
of roreibers who ur: in :agriculture is one: way of assuring that
the anager and the board of lir(actors would bu interestc-ed in 
directed credit for ngriculturi.R e 
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2. 	 Assist t'i: COOxprrntiv: icnag'r to t:stablish and :.rintain 
cantinuing rolvtijnshils uit. outnilt sources of credit. 

Vossibl.e utsi-.2. crmit s:urces iniclu,:. tlA: Cooperative Bank, 
te D..vel:i,,i,!nt Ff'ik (Fh:inc. '(.F~iernto), CARITAS, cooperatives 
in other countries, ljc 1 s urcos suc'. -s churchc-s, ind coa
.;crctcl b"nks. FECOAC sh1)ul' 'i:1:i coil:rativc crediteach find 
sourcts nl ;!.ouL' ..el. twt mngcr lecrn hou to cor.aply with 
thi: n.:cess-.ry rtquir, ents t. obtrin - stordy line of '2redit. 
If .jssibl- FECO;',C s.Jul.l nl try tD rencoursgt credit insti 
tutiins, i!sjl.ci'111y tl CojiN :r"tivu Brnk, to si1.iltlify their 
rm:quirt- nt; f:)r rur:.1 ci:o. ;rQtiv.:z :nUiLU p-:oviv crc:dit 
ttr:is which art 'rpri[t.. fir t. nutods of .ach cooperativo. 

3. 	 Est:.blish ' credit r'un u.id,:r ti. dir,.ct suprvision and cmntrol 
.f FECOC w:ic, wozul be u!Sd fir firicncing tIe JAPC prograi 
,wit'. t',: coo] ;rztlV~s. 

This fun! :ig:t b(:Dbt: in<d fro.; nntio)il or internatioriol 
cr-dit institutiits. 

Probl::: 

The! other probh:i. i:n thi cr(.,lit area Is thint th, Dj.PC prograo, 
tins not be,.n org:,nizoed ns - distinct, s,.p'rntu entity witliin 
the c'-.erntiws. Ther, :'ro no co..ion guid(:lin(.s for inclusion 
of co-oprrtiv, s or in.Xiviluwls withii; th,. -.%rogra:. No stpIaratc 
accounts nr kpt. Work l:vns -.r.: not stand:rdiztd. Minituau 
r.quirw :wnts fir DAPC 1. ns U: we n?.t b-een t.stablisl.d. Controls 
on t.. us,--of cr"it 1nA uxst N., vnluftiDn crit,ria or 
i,:tholS. ev( uil.R:sonsibility fz)r btaining te:chb,:n -,-t 

niccl ssistnnc, .r for A-tC.inin(, lin,s f crdIit L.nve not 
bten !stablis.t;. fA:uwJ'i r,,ndatins ore. design('!T',,. r,.co 
to .1. FECOAC in t:.% fir..;tijn of n clearly defin:d DAPC 

,
>r ogrt , 

i"tio"nsBncor s.:{ 

fil insi.pect-,r s-juld work for each cooperativc in the 

".l,ort, ti :o:ir full. ti.:t: paid field inspector should, 
und(r th(e .ir.cti in of t'.(.-nnnger, assur( the responsibi 
lity to: 

,::..burjrxpart:1) 	Work wit'. the. to a Work Plan. 

2) 	 Provide. soj.: technical rssistance to th( ;:m-;1be:r in 
both agriculture 'in. in ::n aing accounts. 

3) 	 Obtain th,: ttchnical ossist-ncc off agrono:.asts for 
groul:s of i. lbers vlho !hwc si;il:r plroble..s. 

4) 	 P:riodically visit nclci DAPC nebe.r t. provide help 
nn, to verify (control) th' . t , lon is b,ing used as 
*,lannicld and thAt dJust..i in t.. Work Plan 're inde 
LSan:cc. Ss ry. 

5) 	 Close jut the Work Plan witl. L'e ,::ubor up:,n repnylent 
of the loan :.n.1 .)btain n:cessary infr;nti-on fo)r 
*.easure:iw:nt of prodluction r .nults. 
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.
b. 	 Separate accounts should b kept In the cooperative records 
for DiXC loans. 

flesides tim-se stpnrnt-, accounts a separ te file of DAPC 
.:bers wit!, t.eir Work Plan would be useful for control 

end evaluation. 

c. 	 Minir.iu:: criteria for aMPC loans should be established and 
disseinctedto nll c oj.rativs, such as an operational 
iinual. 

Wt:recoi.nd the folliwing criteria: 

1) 	 Mini!.u;i savings of Sf 400 whic'i would allow a ..iiniuua 
lxn )f S.2,000 at fi, ti :es savings. 

2) 	 Systeriatic savings by t!.e ;eip.ber for n iinimun of three 
-:ontlis prior to tie lj.n. 

3) DPC lonn lilts s; ould be fra.- five tines savings to 
:ight tit't.s s."vings. 

4) 	The loan period should be appropriot, for the product
(for ex.mple, 4 yoears for raising cattle, 5 years for 
groawing cacoa). 

5) 	 The loan ai.ount should be! adequati! to co:letely finance 
thic product taking into consideration the resources 
of the boerower ,nd his requireuents for daily living
(for exaiple :fir nt- hiectntri: if whuat • S11,400, for 
one hectare of potatoes "f 8,000, for one cuadra of 
ric: ..S.1,000). 

6) 	 DAPC loans s!oull be given as linps of credit which are 
drain i:ninst by the -ierber in accordance with the 
Work Plan. 

7) 	 Cnl'itilizntfon or savinds by the nealber the DAPCon 
lo~n should b(:5% incterd of 10% which we believe is 
exce!ssive for ost .:brs. 

8) 	 Loan recipients who d not use their DAPC line of 
credit in nccord wit:i their Work Plan should, after 
a report by t.e field inspector, lose their right to 
the llne of credit and b: te.,i;?orarily suspended from 
tie DAPC progra.i. 

A Work Plan should b prepared for each loan. 

U 	 The Work Plan should be a learning experience for the 
x.ieiber; he should understand each step as he prepares
it with the field inspector. The Work Plan shield include 
estirvates of all costs, including the cost of iis labor 

> and the labor of "is fordily, n tinie schedule, production

010 esttiotes, price estiat:s, and , fin lly, estiuntes of
 

L I)rofit. These estimates should be conpared with actual0 a)
Cd. 	 costs as accurately as possible when the loan is paid by


the nenber.
 

e. 	Syste,.mtIc evaluation iethods should be incorpirated into 
the D'PC progran.. 

Tlree; asp.cts of the; DAPC progran require evaluation: 

1) 	 Eff:ctiveness of technical assistance 

Inf-rmnl cootinuing evaluation which is based on 
re:ports written by the FECOAC director of the DAPC 
;r )$r,.r. i!:.eir of his staff after field visits".'a 
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should be done. The cooperative .lonager, the field 
iasyector, agrono:lsts, and er.ibers of the cooperative 
should be infor.:lly intorviewed jf 12se field trips. 

2) 	 Lons, ipbers. nnd savings 

,nnual re, Jrts of nur.:bers and increases or decreases 
in DAPC aerbers; nuilber Jf loans, total aaount of loans,
and increnses or d,:cre,'ses in savings of the DAPC 
znierlers. Inf'ori.:tion for t::ese indicators is based 
on th recorls of thc DAPC coroerntives. 

3) 	 Prodluction rsulto 

Annual surniary of reports prelared by field inspectors
of .v.ch cooerative based on Work Plan infor:aation.
The infor,,ation vould be obtained ithen the e..iber pays
his loon. 

B. 	Technicnl ,,ssistance
 

Probl,. 

All 	cooperatives lack aoequcte technical assistance for the neri.b(.rs
in the DAPC progra.i. In some COs,:s up to 75% of the DAPC merbersrc-ceivd tech.:nical assistance; in other cases only 25% received
technical .ssist-ince. Since the concept of directed credit
requirs techniaal inputs wit'i loans it is iw,4rotive that nojor
e-uphasis be pl, cud 3n incrt.nsng t.e Ovilability of technical 
assistance.. 

Recoc:ndtions 

1. 	 T;ie il'i iejr.. help and support of thb cooper.
ative. ;2:e-,r, board ofdirectors, and FECOAC,sh.ould ostnb
lis'.. PnJ :Plfltin continuous reltinshipswith technical
,ssistance resources in order to . sSL1r(. the availability of 
techicl nzsistnnc ror Eoolmrive eibers. 

c. 	Gover:entul org:niz:'tions (e.g. Agricultural Extension 
Servic of the Ministry of Production, Andean Mission,
Instttutc- for huais:arch in Agriculture and AniLials (MIAP)
National Wheat COL.ssion, National Rice Coix:lission, etc.i. 

b. 	 Counercial iAriculttrcl Product Corpanies (e.g. FERTISA, 
El Campo, KrUger, etc.). 

c. 	 FECOAC (Agronoists who have been "loaned" to 7ECOAC to 
work vith the DAPC progra:.i. 

d. 	Agronomists on the faculties of Agricultural Schools.
 

e. 	 Agrono..ists hired by individual cooperatives or groups of 
coorntives to work with their members. 

f. 	 Individual coop rntive i.mbers who Iave acquired special
knowledge through experience or fron courses. This is 
a valuable resourcres that is often overlooked. 

Problen 

Technical assistance, when avnilnbko, appears to have n linited

effect on the inprow.nent of production. In other words, the

quality of technical assistance 
 npla.rs to be notnbly deficient. 
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This duficiency in infar;.,ation transfer and adoption of iuproved
gricultural letids by t.. fnrni-r is not dur, to lack of knowledge

by tie !GrDno.ist. Rcther, the pivble.. lies in the inadequacy of
the teac.ing ,.et .vds nnd in the ineffectiveneso )f the crxirunicatijns
betuee, te rrnaistc.r and thi- far :er. Tm pribler is one of 
ipravinS t'e -Prcess jf infr:ntian -ana skll transfer. 

Rec.:au'mnd :ti ss 

1. rli.vo 	 thir elucctijnal :.ethods 

This is the lk.y factjr fir i..,provin. t*:e quality of technical 
Cssistcncc!. It ic n-,t th. kno l. .dse but iow (the process) the 
knjiledU:( is pass -:-t.nt is thu critical probleii for the 
LYLPC pra:.. :provr..ion.s in t'..eduction process requires 
t'at t'e sr.(n ist rc-ceive infor:;ation (feedback) about his
.min effe.ctiveness. He sould ')e exposed to various teaching
tec':niquiuz ,nd !.,: sL.oul' l.-orn ioro about co.riunication problerns
:.nd skills. T;hre possnible ways of ir:proving th. .grono;.iist's
t(:t'chin, ski.Lls ar.:: 

4. P(.rijdic ..meetings sa!,t1d be held a.ring og.'noe'.sts of an 
area: (govern; ntal,co:.:ercisl, private, etc. ) with field 
inspectors, mnagcgcrs, fcr.ers, -nd rpreaentctivt~s of 
FECO,',C. 7.e princip-l bji-ctivo f t :ietings wouldoas:. 
be to provide thie agrono:ists and field inspectors witi
infon.:-atiol (feedback:) concernin G their effectiveness With 
fnrers. Co.iuun proble-is and ive:'s %,ul.l be shared. 

b. Visits by )thcr ,gr n',iAst nr..' c ..imunication specialists
to illustrat,, educi:ti:)nm, t:cliniques and to discuss co'.. 
.. ucdpts anI 1,robl(;.is. These visits should;unicaziu n 
e. 4.zsz.,t!.i ' (uluca,,tional proci:ss but could also include 
pres:nt.tion :f now aricultural riethods. 

c. L-bar:tzry training in huirn reltions for aGro.'norists, 
i'.til ins:.ectors, nnd ,:nn-,Lers. 

2. gron.itn zuldw'ir lit7 smlgru,:s of menbers 

Work wit,, 2nd vIuz:l :(;.fbers should not be:encoura ,ed except
in un.sul circu..st- ices. Group ltanrnind -ppeors ';o be as
effectiv(.s inuivLucl l.-a'rninr,, i-sci.:lly with poorly
educated far .,rs w':o ,re s'j lotines reluctant to os% questions.
Th(se fr:iers would learn fi. r-c. )t*er :as1.ell ns frorn the 
ri':rono ist. , i;rap,rs, learning is :-or(. efficient in that
ibore farierz are e-,.. t th, "igrono,ist than w.nuld be 
possible on a on:.to.),: basis. 

3. Deionstrntion plots or (:xpcri.;entnl projects with :'ni..1als 
s.oull 	be establjs(,d far prinip'l. rducts orptential
raducts of each co per:tive are;: 

T1.is classical agricultUrrl ,,xtensi ;ietiad] shoild be used 
w,th the a-PC :e.b:rs, pliacing eip:l,' an In adlitin,vis costs. 
ottejsi shUld be ,mb: t.) introduce }ther craps t.' the area 
if conditiorns pe1,rt. 

C. Marketini; 

The d:'tn a:nd .nalysts ::as ahoi: thaiL t>',ruc is virtually no syste;,.atic r(e-tions1,i, 1:t4e:en inear ud. -,D'oducLin and Increased 
incoe. Furi'e(.r :re, t!,, )br.'a.,t: amai the research, tea. confirn
t.:. oxistene ol' is,:ri ous ar"e hI.- ible; for the :.ribers of 
the DIPC prr;.sr:, if t i DAI-C I-rngr'. is to fulfill ;ts .,bILCtiVes
to both Iicrozas, pr,)ductL.- , I .,c.(!s(:rijus nttent" n iust be 
giw(n to t.,'''i1, r *,1.7.
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Problou 

The iz.jor aspects of the .icrkting problen, based on our liraited 
observations during this study are: 

1. Individualisiz of aow,-.bers 

Most .:rs bteliev tat it is econo:ically advantageous for 
thou. to sell t:er products on an individual basis. This belief 
is strongly reinforced by the rarketing custors of the country.
In addition, .m.ibers tend to distrust other ne:bers in econocic 
i.antters. 

2. Lack of operating capital 

Mebers Generally do nt have sufficient capital to transport 
their products to the best .arkets. The cooperatives suffer 
fro. the srane debility. 

3. Lack of knowledcm of the best use of land for production 

Most products ore produced for traditional reasons handed doun
 
fro:-, generntion to generation. Lind areas have n:)t been 
anlyzed ?ccording, to which products are best suit,!d to the 
particular conditions of ench area. The technical. criteria 
for Cociding best land use in terris of clii.te, quality of the 
soil, terrain, and plant and iniiinl diseases has been lacking. 
Thus, in nany cases products are raised under iariinal 
circu .sbaices. 

4. L:,ck if knivile-ge of e.cononic fcctors 

Knollede:L :X den.and, local cnd int(rnautional cox'.P.ition, and 
i'ar':ctin!g conditions is not available. Market glucs, such as 
occurrc2 wtt> potatoes, is a good exa.,ple of lack of planning 
and ai~reie.s of these econo:ic factors. 

5. Lac': of eqtat storage facilities 

In so.i nr:-s products are harvested and .-arketed within a very 
short ti,. period causing excessive supply over deiiand and 
subse:quent price dr:ps. Fei, if any vorehouses are available 
to per. :it storage :ntil reasonable i :crket prices are obtained. 
Even if available, cra'it has been lacing to finance the 
storage of products.
 

6. Price instability 

As a consequence of tho tiree factors Just *intioned-- uarginal 
production, excessive supply over deoannd, and lack of storage
facilities-- prices fluctuate widely. The inevitac'le result 
is low prices uhich ;-ust be accepted by the far, ex which often 
do not even cover his costs. Thus the efforts of the DAPC 
progro;i to increase production soaietiais lead to lsses rather 
thnn gains for the farner. 

7. Prob'le::s with nunicipal authorities 

Municipal authorities Wh'o reigulate the local .inrkets often 
create difficulties, whici have Inegn.Liw effects on the profits 
of the farnor sell]ag his products. For exa.iple, authorities 
so.ieti.s are able to farce th. fnri..er to sell to a designated 
buyer at a fixed price; t:ey can inposo fines on the farmer 
for Infr,!ctions of rules; and cnn designate the place where 
buying and sellng tles place. Reproduced from 
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Rec 	'mendation 

1. 	 FECOAC should obtain a study in depth of the marketing problems
of' the principal products in the areas where there are DAPC 
cooperatives 

This stuc'y should be~ ondctn-d in close coordination with other 
organizations wh. nie intorested in the uarkotin problem, 
especially govern ental institucions nd should consider the 
followinZ factors: 

a. 	 The eccmoic fea.sibility of selling the products of cooper.. 
ative ar:;ibors s Lrjup. 

b. 	 How to ov,:rcoie tlxc lon- standing barriers of tradition 
and CUataoL to S(;ll or nn individual bi:sis. 

c. 	 The analysis an,' disse:'ination of inforaction about the 
technical factors wl:ich influcnc, land use. 

d. 	 Mhe analysis nnd disse:iinatioa of infor,ation about the 
econs .ic factors rel, ed to ::arlm:tint. 

e. 	 The feasibility of .u c)ordianted procr.mii of storage and 
ii:ni.iu.i prico supports involving ,:avern .entcl and private 
institutions. 

f. 	 Tlu zeui'ility f est- lis.ih-; - special fund for the 
short torn financing of tie u~nr'eting process of DAPC 
neabers. 

D. 	 Managers 

Problen 

Sone ianagers have vry little interest in pro.ioting the DAPC 
progrn.i. This lack of interes.t apperrs to be caused, at least 
in part, by the reluctance of so..e, .anngers to assume the extra 
work and ti spend the additional ti.ie necessary for the program. 

Recoi.x-endations 

1. 	 A fiela inspctor under the direction of th panaor should 
nssu~ie a lare part of the daily responsibility fir the DAPC 
progrr, 

His duties should include the prre1arntion of the Work Plan 
with the "c.nber, field visits, and the arrangei.ient of technical 
assistance by agronoilsts. 

2. 	 .n econo iic incentive sh:ould ' . paid to the managers .f the 
UA.PC cooperatives 

For 	exauple, increase the interest rate by 0.5%ol DAPC loans 
for 	 "Administrative Costs" of the DAPC prograi.l. 

Proble. 

Soue ranagers have n poor u.iderstandinp of the concept of directed 
credit and of :ethods of cd;nistrn~ion of the DAPC progran in 
their cooperntives. This lick of understandin.- is due to the lack 
of clearly defined guidelines and to incdequte training for the 
DAPC -raR. 	 IroReproduced from 

bst 	 available copy. 
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Reconn.endotions
 

1. 	.Ano .orOtional.anunl for 	the DAPC progran should be distributed 

to nanagers fieldinspectors, narononists and neubers. 

This operational nanual is currently being prepared by FECOAC.
 

2. 	 .Trainln courses sl:ul be (iven tona rsfrosctivq 
.PKC coOpr.tiven1s condition for entry into the proragij. 

Field inspectors should also ')e trained. 

3. AFECOAC sto.f :e.Cf er sh )uld c:rioidic&liitacha DPC 
copertive to aiscuss proale-is iith the staff of the cooper. 
at2-vmicl-cspn_ the field inspector._aa 


Probleu 

Most itanaers have not established continuous relationships with 
individuals or institutions i.ich ciul, provide essential help to 
cooperatives, both _-ntec',nicaA assistnce and In credit. This 
lack appears to be duo co lack )f hnovled:e of available resources 
and/or lack of ...otivatior. on the part of the ;tanager. 

Re co.,endati ons 

1. 	 FECOAC should nnuanly ;re.rc directory of institutions 
YIhic!: provide tchnical nssistance or credit to farmers. 

Th:is infer iation should bc seat to :,i1cooperatives. 

2. 	 E n:n .r should bc: directly assisted by FECOAC to establish 
tii. necesary contocts for the provision of teclinical assis
tcaco and crodit for 'is cooperative. 

E. 	 Met i ors 

Proble::, 

Most of the ie:oibers of the DAPC pro(ra,: lack even a niniriun know.. 
ledge of th progrnt.i. Over 80%o of the i:ebers have little or no 
und.rstanding of the concept of directed credit. Only half of 
the DAPC umerbers have -ttended n course given by the cooperative. 

Recoi.. ndations 

1. 	 Dwvelop ,;rniic :-xterials upich explain and pro iote the concept 
of directed credit 

For 	exrinple, slides, :!otion pictures (colored), Giees, coaic 
books, posters, and p1'nphllets. The cost for the development 
of these r.atcrinls should be paid by organizations such as 
USAID, Confeder:tijn of Coopertives of Latin A.. 1erica (COLAC) 
or other internationl organizations. 

2. 	 Arrange.ieot of exchange visits I.un tenibers of cooperativs 
to discuss problens and ideas related to directed production 
credit. 

FECOAC is presently pro:pitin such visits. 

3. 	 Prxo'ide coursres iihich tret the subject ofdirected credit 
hnd cooper:,tivissu. 

Reproduced from 
best available copy.

'73 



ANNEX A 

GERENTES
 

-QuX 
 opini~n tierie del Cre'dito Dirigido?
 

-Nocibres de los socios quo restan on el Progromn de Cre'dito Dirigido,
AM=~r do pr~stamos, canti dad y objetivo: 

NOMB~RES N. PRESAIOS 
COMOID OB3ETIVO 

1. 
2. 
3. 
4. 
5. 

*6. 
7. 

*8. 
9. 

10. 

- Quo' requisitos necesita un s~cio 1j.,r, racibir cr~dltal 

- Hay aigtin control quw. -- n .!, ->iv. pira los creclitas? 

- En qut'! fhr-a se antrogo el din, ec om -I ~zru do Crdito Dirigido? 

- En 0quo grodo tione el sociz) tn ]. esrnrit:A parir Poder Ui.sr el 
prestiauo? 

*Est6 bion quo so pida P1 plan de in-mrsia~n? 

- quo' factoros o coas son inclufdaso n (Mso plan? 

- Quign o quic~nes docidon el qua o o tor;ixe c2. pr~atoro?' 

- El cfcdito quo do la, cooporatlvn es tnobie*i on £-2rtilizontes, sariilas 
calificadas, etc.? 

*Quo ayuda t~cnica as disponiblo paraeol socio? 

*Quie'n proporciona eo ayuda tcocnicn? 

-C6rao so ostS daid- ozia ayuda? 

-Cua'ntas veces il afia tienen rcuinn dr. Asarblea Geneoral loB socios 
do In coo1jortiva? 

1.74 
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Cu6ntoa socios asisten2
 

Ndmrero deasocios nctuales?
 

IKdrjero do agricultores?
 

Si tionen reunionos qu4 indican 0 onseflan al socio?
 

Sabre comerciali, cida.
 

Sabra Banco de Cooperativas y sus cre~ditos.
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C6d. Col. 
Nomibre del Encuestador 


1 
Cooperativo 
 Ndnera 2
 

3
 

Control 

4
 

Desde cudnaa as socio de ia Coprotivo? 5 

CREDITO?
 

Cudr.tas prdstnnos ha rocibido de la Cooperativa? 6 

Cudl es in cantidad nds grcndo quo !a prostndo? 7 

La cooly.arativa le do olgunas indicaciones (ougerencia,recOendaciones) pars el uso del prlstaio? 8
 

Sf No 

PLAN DE INVERSION:
 

Hace Ud. un Plan d Inversion (trcbajo)?
 

Sf 
 No 

10
 

Haco solo con slIuion? 

Quo cosas (actividndes) puso on ol Plan
do Inversion? 

.12
 

Cree quo as conveniente el Plan de
 
Invorsion?
 

Sf 
 No 
 ' 13
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Cod. Co.
 

Lieva anotaciones (cuentos, notc's, apuntes) do~los.
 
gastas que !mce) 

Si -No 1
 

TECNOLOGIA
 

(Para A~gricultoras)
 

Usa Ud. abono qufnico poa sus cultivos? 15
 

sf ___No. _ 

Desdo cudndo? __________ ____16 

H-- licho andlisis del suclo? 

sf No __ 

r.-sd(. cuo*ndo)?___8 

Uso Usted insecticidus, fungicians o posticiadas (rerle. 
dios) porn sus cultivos? 19 

Si No
 

Dcrsdo. cui 20 

Isa Ud. m~otminilzas pc sus cultivos? 

sf 21___No 

Dosde curna? ________ _______22 

Usa Ud. no.ils calificaclos (uejoradas) para sus 

cultivos?
 

sf__ No ___23 

Descie cudado? ____24______ 

.1-7
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Ca. C31. 

'Jsai d. rielp pni'7 Bus cultivos? 

sf No.. ........ 25 

Dvadp cuxnc1o? 26 

Unc lid. .:aquirv-riv cc;rfcolo pari stiu cultivos?
 

sf11 
 27 

Deads cullnd.3? 28 

Encte Ust(!d rotccio'n (cc;-.M)is) de cultivos? 

Dt.,'.(r cu~ndo? 3 

Si tiene ustc-: ;-usntis ort c?1 trrrons guc, :ircn us'Ue--? 31 

(P,ra Cricres 'p ,*.ni :.rs .3 ;vos) 

V!cu.rw BUD i~1 y/o nvps? 32 

Dpsn cu~flL1? 33 

Les do ai iento bo-lancr'do (oo:,re cli.,rntocio'n) 34 

Deado cu~ndo2 35 



4 - Annex B 

Cod. Col. 

Tiene establos, chanchoras, gallineros parn sus
 
aniuailes oa ove?
 

sfNo __36 

Dcpnde cut~ndo? _______________I37 

Quie'n le ensei a usar entan tv'cnicas (PROFMN~viiR) 38 

ASISTEUCIti TECKICA
 

flecibe asesorod~ento en tfcnicas agropecuarin B?
 

sfNo 
 39 

QUic'm he d" Luotc ti srorni.d onto? (PHOFUNDIZAR) 

El 1.or:krcibe grupo o indi..3toh an 

vidlurn: -.rite? 
 41 

Cu~ntos vecus 'an r(ecibidc, esto nseoraiicn. 
to, dendosa qua in1jrco a ha Cooym~ntivn? 42 



- 5 - Annex B 

PRODUCCION 

Que cultivn usted? 

1 L3 61tiua coecha TLC cosechni anterior Ln atra antes do
PRO-
 In anterior
MOTOO .-. qq. Are J No.do qq. Area WD.de qq. Areatrrun qq.
qqse se .. terreno q.-q- o i Acrrenol 

_ _ ,__ 

' I , 

Terrena total-

Par qua.hay in diferencia? (Si hay diforencia entre caschs) 

Qu Mylanhrcalos y ayes tione?
Po qu( S L-yUeocr nr.ai ;oecc 

*Ani[.alos a ,.ves No. en 1971 lo. en 1970 Na. on 1969
 

Par quc hay la difrrncic'? (Si h- di.feronc!c c:tre a~is) 
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CODIGO 	 Cod.. Col. 

VARLtALES DE 
PRODUCCION 

Terreno total: 	 Menos de una hect~r,-:a (i) 

1 - 3 hectreas (2) 

4 8 %ect-reas (3) 

9 o .A.s'iectare~s (4) 	 43 

Arroz 	 Lo "Jsr.o t 19, (1) 
:.,mos 0% (2) 

Pap o 	 LO is o t 9 . () 
.. 45ienos 2(2) 

.&s 2O (3) 

Tripd 	 Lo i..isuio t 19el. ~ i 
tionos 201[ 	 ))2 47 

imnos 20% 	 2)47 

Orsut l s 	 Lo :iis:to t 19% (1) iTenos 20j (2) 46 
on's _o_ 3) 
rias 	 (3).

OCad Li ils.no t 19 () 
u:nos 2(2) 44 

raels La iis' +"39..	 () 

ojenos 22) 	 50 

.As 4 	 3) 

trscs 	 Lo riis.:o 191) 
r.enos 11 2) 52 

Otros ani les 	 Lo rlis.io )(1) 
,;enos 2) 53 
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INGRESO 

Ho hecho ,.ejorns n 1 

Sf 

cnsq oste rfio? 

No 

Cod.. Col. 

f 

Ha hecho wejoras on in finco sto afo? 

HI coitpraaa 

Sf 

As terrmno en (untc. fio? 

No 

~54 

Manda a s hijos 

Sf 

1erscupo a coloio al pueblo? 

No 

En osto cio ho co:iprndo objv:tos c -.rndl 
television, bicicleto, n.quino de casor? 

SfN 

, woj, 
55 

En onte nio Ira 

Si 

ganado -.6s dinero que el ifij irsado? 

NJ .56 

i Cunto? 57 

Por qu,'? 58 

COMERCI'JLIZACION 

D~nde vende Ud. los productos o i csoni,.,nlos? 59 

Vende Ud. solo o on grupo? 60 
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Tiene oldin probleLm pra vender sus 
productos o aninales? 

Sf Na 

Cod. Col. 

61 

CLdles? 62 

CLXo le gustsrfa vender sus priductos, 
o en grupa con otros agricultores? 

usted ;::is63 

PARTICIPACION 

Asiste usted a los reuniones de su cooperotiva 
regular.iente o solo do vez en cuand:? 

Regularmente Do. vez on cuando  64 

En les reuniones de i Cooperativa prosento sus 
ideas (sugerencias) a los deruos? 

sN No _65 

H sidi Ud. un 

Sf 

rienbro de i directivn de 

No 

su coOperativa? 

66 

Ho nsistido Ud. a los cursos (ciclos de conferencia) 
daos porsu cooperativo? 

SN 67 

Indice do participnci6n 68 

Pertenece Ud. a alguna otra organizacion? 

Sf No __ - 69 

Cu6l es su opinion del CREDITO DIRIGIDO? 
(Si no sab:, una breve explicaci~n) 

70 

1.8.3 



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 Federaci6n Nacional de Cooperativas de Ahorro y Cre.dito (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 concept d 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 direcly, though 

1/ 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. 

1.84 
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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: _/ 

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 w years has gone to sup

port the DAPC program. 

Second, the DAPC program has beezi 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 

provide 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 assistance 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 inappropriate to bring about the 
correct use of these techniques. 

2/ 	 Ibid., p. 4 . Even if a different base bas been used in computing 
DAPC membership, the program in all respects has fallen far short 
of its intended objectives. 
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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 production 
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 immediate: 
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 analysis
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 atempt only to summarize 
these findings and draw some conclusions. 

3/ 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 beyond the internal capacity of the local credit unions, FECOAC
 
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 inade 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 -%Ither unaware cf or unwilling to
 
take advantage of them. Given these constraints on lending capita], the pro
gram was structurally limited in 
 its potential coverage from the beginning.

A concerted effort is required in order o make the necessary advanced
 
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 oorroborated 
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 assistancu may be due to the lack of initiative of local cooperative 
managers. Quite frequently available sources of credit and technical assistance 
are not 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 coi'cept as it is now being developed. The DAPC program places
 
great emp-iasis on the dedicated initiative of the local managers. They
 
are to 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.
 

Marketing 

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 becauee 
of lack of know
how and organization.
 

Federation Backs topping 

Finally, the q 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 

.'sS 
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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 to be related more to the particular manner in which the 
program has been developed and administered in Ecuador rather tihan 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/t 
 would like to make the following recommendations to
 
Missions contemplating or currently initiating a DAPC program.
 

1. 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) that savingsso 
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 DARC 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 creditunions in marketing, some provision must be made to establish cooperative storage and marketing facilities for the member farmers, in orderto protect them and their loans from 'he vicissitudes of the marketingsystem. Where an agricultural cooperative infrastructure exits, it isprobably best to channel marketing through that system. If, however,no such infrastructure exists or is likely to be developed in the near
future, it may be necessary to either create some type of centralmarketing cooperative, or to completely transform the DAPC creditunions 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 ruralcredit unions and agricultural cooperatives have joined together in acentral association, At the present time this association is only involved in farm supply operations, but it is planned that it will take onmarketing functions as well. USAID/E will conduct an evaluation of the success and merits of this approach during FY 1973. 

John H. Magill 
Evaluation Officer 
USAID/Ecuador 

Luis G. Stelzner 
Cooperatives Advisor 
USAID/Ecuador 

RDD/COB: DP/PEV: 1/3/73
 



USAID/E COMMENTS ON THE METHODOLOGY 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, another study that sat on the shelves. The 
present study was conducted differently. It was designed in close coopera
tion with 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 extensionists 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. 

191
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Methodological Problems 

1. 	 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. 

2. 	 Production- -Production data is extremely weak, especially in regard 
to animals. A small farmer (with 1-4 hectares) often does not attempt 
to ircrease the number of animals he maintains as a base stock. Ins
tead, he buys, fattens and sells animals. The research did not take 
this into account. The questionnaire 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 a.nimals, 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. 

3. 	 Use of Technology and Increased Production--It was surprisng 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 Table 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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4. 	 Marketing--There are no data contained in the survey results to subs
tantiate 'he evaluator's repeated emphasis marketing problemas ason 
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 DAPG 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. 

5. 	 Large farms versus small farms--At several points in the report the
 
evaluator asserts 
that large farmers are mire 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 incomedue 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) 	 Describe the scope and accomplishments of the DAPC program in
 
Ecuador;
 

2) 	 Underscore the difficulty and complexity of implementing a successful
 
DAPC program; and
 

3) 	 Alert the credit union federation to the need to undertake immediate, 
positive steps to improve the program. 

John H. Magill 
Evaluation Officer 
USAID/E 

Luis G. Stelzner 
Cooperative Advisor 
USAID/E 
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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
 

1. 
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 financial 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. 
Investment plans are not standardized. Minimum requirements 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 being 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: In order to solve the above problems,
 
FECOAC has obtained the assiqnment from the Ministry

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
 

1. 	Problems: Individualism. Lack of operating capital.
 
Lack of storage facilities. Price fluctuation.
 

2. 	Action taken: In 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 beginnirg 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 require time, dedication, tact, and money. 
It is difficult to
 
measure the factors in exact terms, and only those who have
had direct contact wii-h them can have full consciousness of
 
them.
 

Manuel Benitez
 
Manager, FECOAC
 


