
AGENCY FOR INTERNATIONAL DEVELOPMENT FOR AID USE ONI.Y 
WASHINGTON, 0. C. 20623BIBLIOGRAPHIC INPUT SHEET 

Rural cooperatives in Guatemala; 
a study of their development, and evaluation of A.I.D.
 
.proqrams in their supiport
 

3. AUTHOR(SI 

Rusch, W. H.; Mann, F. L.; Braun, Eugene 

4. DOCUMENT 15. NUMBER OF PAGES I6. ARC NUMBER1976 DATE
S.ARAC I 92 

7. RLFERENCE ORGANIZATION NAME AND ADDRESS 
American Technical Assistance Corporation, General Research Corporation,
 

Westgate Research Park, McLean, Virginia 22101
 

8. SUPPLEMENTARY NOT ES (SponaoIna Organizat ion, h'ubIIehera, A vailabiity.)(InContract report, oAD-A-CR-132)
 

(Vol. 1. Summary and general evaluation)

9. ABSTRACT 

The results of an evaluative study of Guatemalan rural cooperatives receiving assistance
 
through AID. 
 The objectives were to determine mo e precisely the characteristics of
 
beneficiaries of the programs; the kinds, qualities, and impacts of services provided;

the relevance and viability of the institutins operating the programs; the cost/benefit
 

relations of project achievements; major issues relevant to present and future success

of programs; and recommendations for future program development. 
The report presents
six general findings of the study: 
 (1) in six years Guatemala has developed a large

and strong cooperative movement serving some 50,000 farmers. 
 This is 10 per cent of
all farmers, and 18 per cent of farmers in the altiplano, where the bulk of effort has
been concentrated. (2)Rural cooperative. supported by AID are reaching almost

exclusively individuals within the low-income target group. 
 (3)The AID investment
 
in grant and loan funds has been generally well utilized. (4)The programs have been
meeting the AID objectives of assisting small 
farmers to increase production, improve

living standards, participate in national development, and increase rural incomes; and
of assisting rural cooperatives to become viable, self-sufficient institutions.

(5)The principal shortcomings have been over-concentration on supplying credit and
fertilizer, with under-concentration on technical assistance, crop diversification

and marketing improvements. (6)Guatemalan cooperatives have a large potential for
further growth in membership and for broadening the range of services offered. 
 They
also enjoy for the first time in Guatemalan history the strong support of the national
 
government.
 

10. CONTROL NUMBER 
II. PRICE OF DOCUMENT 

PN-AAB-626
 
I. DESCRIPTORS 

13. PROJECT NUMBER
Cooperatives
 
Guatemala 
 C 
Project evaluation 14. CONTRACT NUMBER
 

Rural areas AID/CM/otr-C-73-198 GTS
15, TYPE OF DOCUMENT 

AID 590-1 14-74) 



Contract Report OAD-A-CR-132 March 1976
 

Rural Cooperatives in Guatemala 

A Study of Their Development and Evaluation 

of A.I.D. Programs in Their Support 

Volume I-Summary and General Evaluation 

by
 

William H. Rusch. Team Leader
 
Fred L. Maiun
 
Eugene Braun
 

AMERICAN TECHNICAL ASSISTANCE CORPORATION 

7655 OLD SPRINGHOUSE ROAD, McLEAN, VA. 22101 

A SUBSIDIARY OF 

GENERAL[
RESEARCH ORPORATION 

_ . 



PREFACE
 

This is a study of rural cooperatives in Guatemala, with
 
special reference to those supported by the United States
 
Agency for International Development, primarily as 
a means
 
of assisting small farmers, largely of indigenous background,
 
in the altiplano. The principal programs receiving assist
nace through AID are the following:
 

FENACOAC (Federation of Credit Unions)
 

FECOAR (Federation of Regional Agricultural 
Cooperatives)
 

FUNDACION DEL CENTAVO (quasi-cooperative joint
borrowing associations of marginal farmers)
 

INDEPENDENT COOPERATIVES (supported by

DIGESA) l/
 

The objectives of the study are the following:
 

- To determine more precisely the character
istics of the beneficiaries of the programs
 

- To determine the kinds and qualities of
 
services provided to the beneficiaries
 
and their impact
 

- To determine the relevance and viability

of the institutions operating the programs
 

- To establish cost/benefit relations of
 
project inputs to project achievements
 

- To discuss major issues relevant to pre
sent and future program success
 

- To make suggestions and recommendations for
 
future program development
 

l/ Directorate General of Agricultural Services, Ministry
 
of Agriculture, Guatemala
 

iii 



While we have performed this study under contract with the
Agency for International Development, Washington, D.C., 
the views
expressed herein are our own and do not necessarily reflect the
views either of AID or of its Mission in Guatemala.
 

This evaluation of rural cooperative programs is unusual
in that for the first time the normal or "institutional" type ofevaluation (presented in Volumes I and I) was supplemented by adetailed farm level survey of small farmers (presented in VolumeIII) including both cooperative members and matching groups of non
members.
 

While as evaluators we have been frank in 
our findings, we
earnestly hope that the groups we have studied will accept them in
the constructive spirit in which they are offered. We fully appreciate the problems with which they are faced. 
 Improvement of the
economic conditions of small farmers in the Guatemala altiplano
is not an easy task. 
The four groups studied are sincerely endeavoring to improve the lot of small farmers who are operating undercxceedingly difficult conditions.
 

There is room for great pride of achievement on the partof both Guatemalans and Americans who have been associated withthese programs. 
The Guatemalan rural cooperative movement has apromising future in expanding services to its members and intributing conto the economic and social development of the country.The quality of Guatemalan cooperative leadership, not only at the
national level but alsn in the countryside, inspires confidence 
in the future. 

We appreciate the assistance and courtesy that has beenextended to us by all of the cooperative organizations covered in
this report as well as by officials of DIGESA and many other organizations and individuals in Guatemala. 
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SECTION I
 

S[4MARY OF PRINCIPAL FINDINGS AND RJECa'MENDATIONS 

A. General Findings 

(1) During the past six years, Guatemala has developed one 
of the largest: and strongest cooperative movements for, small 
farmers of any Litin American country of comparable size. 
Some 50,000 farmers, over 10%g of all farmers in the country, 
are now being attended by -ooperatives and the Fundaci6n del 
('entavo. Li the altiplano, ,.,,here the bulk of effort has 
been concentrated, the penetratioi. is 18% 1/. 

(2) (;uatemalan rural ,'noperatives supported by AID are reach
ing almost exv Lusively individuals who fall within the cat.
gury g nerally referre. to by AID as the ].ow-inrcne target 
groul, The pr-ogram is heavi ],y concentrated in The highlands, 
where the vast majority of farmers are minifundistas ()f iridi
genous background. ioth the cooperatives and the FL1IdaJ i6r, 
del ('ntavo serve2 no0t only very small iandowners but also 
many who utilize land of others in exchange for money, labor, 
or a share of the production.
 

(3) The AID investment in grant and loan funds has beer, 
generally well utilized. In almost every respect, the pro
gress anticipated in PROPs and CAPs, both overall and in 
terms (.f objective verifiable indicators, has been met or 
exceeded, in many cases by significant margins. Table I-1 
presents data on some of the leading indicators established 
by the AID program documentation. 

(4) The prograru have been in full alignment with the major 
purposes and objective's set forth in the various AID program
 
documentation (PROPs and CAPs )--namely, to assist small
 
farmers, particularly in the altiplano, to:
 

-- "increase production" 
-- "improve living standards" 
-- "participate... in national de/elopment" 

-- "inc-rease rural. incomes" 

l/ Perhaps another 3% are served by other organizations, 
principally analogous to the Fundaci6n del Centavo, which 
are completely outside AID or cooperative programs. 
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-- "organizing marketing" 

and 	to assist rural cooperatives in"
 

-- their "development"
 
-- their "federation"
 
-- their "achievement of viable" and "self-sufficient" institutions
 
-- providing "technical information, necessary inputs and produc

tion credit" 
-- "democratic representation.. through.. .village member committees" 

(5) Aside from specific project weaknesses indicated below, the princi
pal shortcomings of the program as a whole have been: 

a. 	 hlere has been over-concentration on supplying credit and fer
tilizer, while the development of needed technical as.,istance, 
agricultural diversification, and marketing progrmins has been 
given insufficient atcention. The assumption that credit for 
annual inputs is the key to improving the condition of the
 
small farmer is dubious, as Volume III of this report demons
trates.
 

b. The various projects have been operated -.. izidependent pa'a
llel programs whose paths rarely toud and without amy overall 
planning as to how the rural cooperative movement as a whole 
can best be organized and developed to serve the small farmers 
of Guatemala.
 

(6) Cooperatives in Guatemala have a large potential for assisting 
small farmers. They have the capability both for further large 
growth in membership and for broadening the range of services offered. 
They also enjoy for the first time in Guatemala history the strong 
support of the national Government. 

B. 	Findings with Rzspect to Specific Programs
 

(1) FENACOAC (National F,:deration of Credit Unions) 

a. In the history of AID programc to support cooperatives 
in Latin America, FENACOAC must rank as one of the outstanding 
success stories, [Jot only has its membership and savings 
growth been meteoric, but it has concentrated particular atten
tion on serving low-income farmers and other rural inhabitants 
in ares of the country where the need is qreatest. 

b. FENACOAC has surpassed AID's projections with respect
 
to growth in membership, capitalization, volume of activity,
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and achievement of self-sufficiency. While it can utilize
 
additional assistance to extend and broaden its program, it
 
hag fully achieved AID goals respecting institutional via
bility. It is particularly gratifying that the progress of
 
FENrCOAC during the period covered by this study has been
 
achieved under exclusively Guatemalan leadership.
 

c) The strong points of FENACOAC and its affiliated
 
2redit unions are the following:
 

1. 	It serves more members (54,000) and more farmers
 
(30,000) than all other cooperatives in Guatemala
 
combined.
 

2. 	It does an excellent job of providing short-term
 
credit for
 

---annual farm production, particularly purchase
 
cf fertilizer
 

---operation of small businesses, many concerned
 
with agricultural marketing and processing or
 
with rural handicraft.
 

3. 	It has made significant numbers of successful
 
short-term loans for
 

---purchase of land by small farmers
 
---land improvemenL
 
---purchase of farm animals
 

4. 	The Federation has provided effective leadership
 
and support to constituent credit unions. Sig
nificant points include
 

---stress on organization of larger economically
 
viable credit unions rather than mere number
 
of credit unions.
 

---establishment of regional offices and regional
 
meetings to bring support closer to member
 
cooperatives.
 

---effective management training, particularly
 
of well-selected and competent indigenous
 
personnel.
 

---effective use of Peace Corps volunteers
 

--- an excellent public relations image through
out the country 
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--- effective working relations at national and 
local le els wich independent agricultural 
cooperatives. 

5. Mobilization of $14.3 million of capLtil and 
,
savings (larger than the , loancd to FENACOAC

through 1974 by All and others. Amounts hcin 
ngohiliz
ed are growing rapidly each year (1975 alone could
 
add $1,500.000).
 

6. 	Organization of an effective system of fertilizer
 
distribution.
 

7. 	Some excellent ancillary services such as insurance 
benefits to ,.ooparaItive ar i rd iviujn1 mrber's. 

8. 	Better diversification in its lend ne than either 
FECOAR or BA\11)ESA (Government agricul tunra ]nk) in 
that less than 3S% of the portfo!ios (carteras) of" its 
cooperativ s are in (r(dit For annual tann inuptts. 

d) 	The weak points of FENAW.K7, r-ome of which are it least 
partially external or owig to insuticient financial 
resources, are the Fol1owing: 

1. No program (I agriicultin al technicil assistance 
at national leve] o (,ith a few notable exceptions) 
by cons -tcnent 1oc,11 cooperatives. 

2. 	Partly as a consequence of (1), inadequate assist
ance to meirbers in the selection and best use of 
fert ilizer. 

3. 	 Limitedl activity in agricultural m,rketing. 

4. 	No program at national level of encouraging ,gri
cultural diversification and tittle at 
local levels.
 

5. 	Little activity, particularly at nation!E level, in
 
supply of agricultural Jzputs other than fertilizer. 

6. 	Lack of managrjal skill and aggessideness in a 
number of we kur coopert !es--res]ting in I ailure 
of such rooperrt ives to realize their potential to 
organize an(d serve small farmers oi their areas.
 

7. Much of FENACOAC's; success in achieving a high rate 
of capitalization and full self-sufficiency in 

http:FENAW.K7
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1974 was the result of high profits on fertilizer 
sale. his windfall is unlikely to be repeate. 

8. 	 While efforts to control delinquency and bad 
debt:- in member cooperatives merit much praise, 
there is a need ioi greater attention to this 
problem an,] more thorough reporting and analysis 
of' (Ie.11 iquent iccounLts. 

9. 	 FENCOAC does riot- have an adiequate statistical 
reporting system on the objects for which funds 
are lent by rionstituent credit unions either 
generally or with respect to AID funds. 

10. 	 Limitation oni its growth potential and risk of 
possible membership loss owing to difficulties 
in coipetirg with a Goveranient bank (BANDESA) 
lending money to small farmers with subsidized 

interest rates (5%) and subsidized costs of loan 
aJninistizat 1o1. 

(2) 	 FECOAR (,,ygioua]. Agricultural ooperative Federation) 
a ) FECOAR hs ;chieved, and in some respects, cxceeded AID' 

projections in telms of growth and progress toward inst i tut ional
 
viability and sel -s ticiency. W~hile cc ntinuing to receive dimin
ishing All) subsidies, the ability of the federation and the regional
 
cooperatives to be self--sufficient appears assu red.
 

b) The All.) coratrdctor; ACDI, has designed ayd organizeW -i 
efi iciet agri cultural coopera ive system composed of a fed!eration, 
six regional v.uopeatives, and within each region, sub-regional 
assemblies and fullly structured local village groups. Ouitstanding 
features of the organ i-ation are the following: 

---ekficient pl,n ,f ,rgani:,jat.ionl and adrinitrat:ior 
--- effective piofessional management 
-.-- economy of scale 
--- cal)'abil:ity arnl interest of the regional coopera

tives to reach outlying groups rather than only
farmers close to city centers. 

--- democratic organization in accordance with Rochdale 
principles at national, regional, sub-regional and 
local levels--.while avoiding the 3dministrative 
experise and burden of creating and sustaining 
individual cooperatives with legal personality 
in each of the 300 localities served.
 

c) The strong j-Dints of FECOAR (together with its affiliated
 
regional agricultural cooperatives) are the following:
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1. 	With over 7,000 memb.mhe;, it- ranks; ,,okolld to 
FENACOAC in numbor o01 smalL 1a rim r(vo'VVIvs . 

2. It does an ex,, it 'i,"i 1 -Ll i job ol p, : it i,, 
credit 101' 11Iitldl JWI'4}]J] \ iol! 111,1 la :Ili't 	 kllt 
a[1ou-nts5 oi ' it t l <w!]w,, i uL ll.,iih Pr,. ay i-Kll 	 .,,i, 

3. 	 . ' i , u~ a I i ttc it ji~i i, im 441lii 

ation adl ,k iOlL iiw'(,l)44.',LIt. iVO 'At ', it l iillt'1's 
at t-he ( -1. 1:; vi. 1.l< Lv I 

4. 	 D~spit~e !;l>~ ,,ll l~~, 7to~~t! .i, li iiLi tll,, 


technical 'L;.::t Iil ' J. i ; 1112 jl, 't xI' ',l iii' '1 til . 

riiUibe r'; 44I 'k4I].L tofrile I . 

-
5. 	 W has (toin,, ,t )o4HAd o ) i t, lIii ',i . 

6. 	 It has orwg t I-.;',(I in (, J3','tJlv :',:;i'111 i i lI .i .(d 
distribut-orl 1.44 Ili(2J1b(rs, ,li ,0i1iH ,l1il Ly li tl.4,; 
Supply of A ( Wlthewl ' iFi ii. i 1 lliI(I hy it:. 
members. 

7. 	 It is (oiJng ,:t ,) , _ joh d1 i' I 11tiiI4j i
ing machinery servi s 5)iIIlblor,; ;pIpllk'n= M;ralilA 

use 	 of traf. tsor': - (i -,r wil'r i'lt Ji,l4- lii i 
quest ionable hO not i ,Ir' iotIS prolemc4i. 

8. 	 It is iobiii:,irg rui'a.l :apjtd 1 114(1 lVillt; 1 it 
rate whit.h ,)vrr tll. .L-bivi I11'i Hty la',il 'l1 pi14',Yill ilo' 
(pr-,,oi'tionally to iebir;hi]j),Id llmJA('()1 . 

d) The weak pointr of FOAR, nom o wi i ',. 1w I 
partially external t:h- 'C, llene l OoT 4 1114i (h1'(ifl.L: ,t.io(,l 'y ll41t 
and limitations of .linan-1ial l)r(e.ire t~ii f 1.L 4w 04) 

1. 	 FECOAk and thc, P-' 10g.ol 5 ]lil ' ,i f.- ,,.4 m :1 

poor imacre wIltii the 2oopo ratIivw rit)VOIi'r It:(tll)4 
with sonme observers j rural 'oopr, I:ive 
Cevelopmerlt:. While there has been 11ii 

improvement:, i. i impportant t.) tsake fios .:i,,V(: 
actions tu .impro.)ve FECOAF 15 rela t-oril.hJI with 
other element, 1 	 movement:.f the cooperative 
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2. 	 FECOAR has operated very largely in isolation 
both at. national and local levels from other 
cooperative groups rather than in active 
(collaborat-ion with them. 

.	 FECOAR personnel policy has placed inadequate
 
stress on the selection and training of
 
indigenous staff even in areas in which
 
iridigenou s ladiig uaqo -apability would be
 
;mport:ait: to effective :omuni(cation with 

members arid understanding of cultural factors. 
However, the great majority of elected officers 
of FLCOAP. cooperatives are indigenous. 

4. 	 Nu program at national level of encouraging 
agriciitural diversifi-ation and little dt 

regiornal. ,eL. 

S. 	 No signifjcant marketing programs aside fr'm 
wheat.
 

6. 	 L, credit provided for longer-term purposes
,such as land purchase )r improvement. 

7. 	 (,/er-depend(lnce upon one Important though narrow 
line of busines;s-:;ale cf fertilizer and pr'uvif:ion 
of credit therefor. Much of FECOAR Ts progress
toward self-sufficiency in 1974 was the result 
of windfall profits in this business, which are 
unlikely to be repeated. 

8. 	 SLagnant membershilp growth in one regionlal--
Sain I\dr6s-- apparently because of inadequate 
effort to orxjani,e aid serve t:he less socially
and economical.ly developed small farmers of 
its region. 

9. 	 While FE(OAR' delinquency anid bad debt 
records .xcept at 'San Andrds) have been 
good, there should be more thorough and 
continuing reporting and analysis on delinquent 
loans,
 

http:economical.ly
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10. 	 Limitation on growth potential and risk of 
possible membership losses owing to difficultiesin competing with a (,o\,ernVIent hank (ltAM1)IiSA)
lending money to small farers with subs idied 
interest rates (50,) and subsidized costs of loan 
adbi in i st rat ion. 

(3) 	 FINDACION del CENTAVO 

a) The Fundaci6n del Centavo ul ly conforms to the program
purpose of improving the income of the rural poor through themeditum of a private institution. 

b) The lundaci6n is efficiently achinistering a program
which is providing credit for agricultural inputs to over 1000

small farmers, many of whom
 

---	 have not reached a level of social and economic
development which would enable them easi lyundertake me-mbership in a cooperal iye and/or

to 

would not be considered suitable candidates for
recruitment by cooperatives in their area. 

c) On an e,:perimental basis, the Ftmdaci6n is assistinggroups of marginat 
farmers to buy land of good quality.

program has great iromise of substantially 

This
 
lifting the economicstatus of the groups irvolved, rather than providing only a 

temporary pall iative. 

d) 	 The Fundaci6n has been unsuccessful in raising itsannual income from private dontions above a level of $40,000 ayear. In consequence, the 	ability of the Fundaci6n to expand itsprogram significantly will depend upon assurances of somewhat moresubstantial Governmental and international support. 

e) Strong points of the program of the Ftmdaci6n del
Centavo are the following: 

1. 	The Fundaci6n is reaching some of the poorest

[armers of Guatemala, including many landless
 
ca.mpesinos who till small 
tracts inexchange

for pr'ividing labor to their landlords.
 

2. The Fundaci6n has excellent staff with good

skills inworking with groups of marginal

farmers.
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3. 	The Fundaci6n's record of collection on loans 
under its current program of lending to groups
to finance inputs is commendable. 

4. 	 The Fundaci6n's programming of quality on-going
tehnical assistance to enable land-purchase
 
groups to establish efficient farming operations
 
is pcai7 worthy. 

5. 	While disappointment may be warranted that the

Fundac.6n is tounable raise larger sums from 
private donations, there is 
a reverse side to
 
the coin: The $40,000-odd that it does raise

each year 
is a SIgnificant contribution to the
 
assistance of the rural poor, and expands on
 
what could be achieved through public and inter
national funds alone.
 

f) Weak points of the program of the Fimdaci6n dol Centavo,
to some of which limited resources is a contributing factor, arc 
the following: 

1. 	While the Fundaci6n's objective is to provide only

temporary assistance to small 
farmer groups, there
 
is no clear plan as to what the destiny of these
 
groups is to be.
 

2. There are no arrangements between the Funcaci6n
 
and 	 cooperatives to enable the 	groups eventually 
to onte into cooperatives and share the broader 
services they provide. (CAP 1080 states the pur
pose of the 024 loan is to "stimulate economic 
activity among small farmer groups in a Pre
coo)erative (emphasis supplied) stage.") The
Fundaci6n has not yet 	 found a use for the
"pro-cooperative" concept. 

3. 	 1"1e Fundaci6n's program of assisting small farmer 
groups to obtain credit for inputs does not includec 
agricultural technical assistance, marketing, 9 r any other form of ccnmplementary service. The [rela
tive importnce of. creditis overrated. 

4 
 TIverl!nacdn is .upporting the basic institutional
 
overlIea. Ufdr' a program several times the size of
what ,i is now operating. To achieve efficiency
it/.should either expand operations reduceor over

c.head. 

http:Fundac.6n
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.. 	 Thc' Fundaci6n's easier andterms lower rate ofI
interest to tanners give its11l II some corn
petiti vc advantage overi coope rat iVes in attract
ing members. There is some potential incon
sistency in AIll's supporting a Iending pro zrall
with subsidized Min istiat i\,vecosts wicI
umdercuts the interest rate of* cooperatives
which are required to cover the ir adm inistrat ive
costs From interest receipts and other opera t ing 
revenue1.1 

6. 	 The Fundaci6nt, program ofL providing erecdit: t:o
farmer associations to purchase agricult-ure nputs
does not provide for mobilization of c-apita]. andsavings in farmer ;instit:utionS, like cooperat:i.vc.s,
which contribute to a fuller developmont. 

(4) Independent Cooperatives Supported by DIGESA 

a) This program represents an important and vaLuable
shift from previous Government: policy of encouraging formation of new 
 independent agriult:ural cooperatives to one ofstrengthening selected exi'sting cooperaives with bove-averaceprospects for survival and growtrh. 

b) The program involves cooperatives with approximately2000 members. The primary emphasis is 
on basic grain,
cooperatives, although a portion of the progxram concernscooperatives of vegetable arid other farmers who 	 can beconsidered, by Guatemala standards, relatively prosperous. 

c) 	In sharp contrast with federation - affiliated
cooperatives, the cooperatives in this program have not
achieved any membership growth. The membership, however,
is on average more active and a wider range of services

is being received.
 

d) The AID technical assistaice --consisting of one
technician-
 has 	confcormed 
to its purpose of assisting the
Department of Agricultural Cooperatives of DIGESA to
organize a program based on technical assistance teams and
to train the personnel involved. The quality of service
provided by the contract technician (from California State
Polytechnic University)has been both efficient and appreciated

by DIGESA.
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e) The AID 018 Loan funds used in the program could have had
 
greater impact ifused ina more dynamic program.
 

f) 	 The strengths nrid weaknesses of the ,)rograit are 
intermingled in the same program elements, and it is fre
quently a matter of close judgment to determine how each ele
ment should be categorized:
 

1. 	The program involved very heavy assistance per
fanner to a small numberf farmers $57 in admi
nistrative costs per farmr and $537 in loans per
borrowing farmer in 1974. This seems to us dis
proportionately high compared with resources avail
able in Guatemala in the cooperative federations 
and other groups to assist small farmers. It
 
will, however, be interesting to study results of
 
the small farmer survey to determine whether invest
ments per farmer au this level produce proportionately 
greater results. I/
 

2. 	The program attending cooperative groups through

technical assistance teams composed of persons of
 
different skills is highly usoful experience for
 
DIGESA in connection with the design of programs
 
to shift extension work from emphasis on individuals
 
to work with groups (both cooperatives and other 
types). The system has been of limited ef 2ctiveness,
and better prcgram models andr tc ')niques can be 
devised.
 

3. While the rendering of substantial technical assist
ance is a strong point of the program, it has short
comings both in scope and quality of personnel.
 

4. 	We question the rationale whereby members of
 
independent cooperatives reeeive loans for basic
 
grains at an annual interest rate of 5% through 
BANDESA, with BANDESA and DIGESA respectively sub
sidizing the interest rate and the lending costs.
 
FENACOAC and FECOAR receive no subsidization of 
their administrative costs in lending, and such 
costs must be met by their members in such forms 
as higher interest charges. Further, while they
 
have access to AID loan funds at a concesional
 
rate ol 3%, BANDESA receives money from the 
Central Bank at 2%. The resulting penalization of 
federated cooperatives arid their members) appears

inconsistent with public policy and not justified

b, results achieved. 

1/The survey shows that the sample of members of independent coopera
tives in the altiplano earned less per manzana than members of FENA-
COAC 	and FECOAR or of a match group of their own neighbors. While
 
they 	did relatively well in animals, none of the eight groups sUrveyed

achieved a lower net income per cultivated manzana.
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5. 	The program is lacking inany real system of
 
control over delinquency and bad debts despite
the unusually heavy level of lending. 

(5) Supplementary Projects
 

a) AID participant training has been highly useful,
well appreciated by participants, and well directed toward

individuals with continuing important positions in the coopera
tive movement.
 

b) We are not convinced that USAII'.)s implied writing

off of its investment in the EACA school as a poor investment is

justified. 
 We belic'e that with an improved atmosphere of co
operation among elc,.,ents of the cooperative movement, including
design of courses for which there are specific needs, EACA can 
play a continuing significant role in rural cooperative education. 
There is a need for a fresh look at Guatemala's total requirements,

not only for cooperative education per se, but also for agricul
tural training for cooperativists and 
f6r training of agronomists

and students of agronomy inworking as extensionists with coop
eratives and other groups of small farmers.
 

c) The loan funds uder AID loan 018 for handicraft
cooperatives remain largely unprogrammed, despite an urgent need
for working capital by the recently formed handicraft federation 
to carry out its program and receive the full benefit of extensive
volunteer support being provided by both the United States and
 
Sweden.
 

d) FENACOAC has made good use of Peace Corps Volun
teers. 
 FECOAR could make a greater and more imaginative use of

this resource, as 
in the case of the regional cooperative in
 
Jutiapa.
 

d) Some incidental support to campesino groups for

cooperative action has been provided by AIULD. 
This could

potentially stimulate some significant cooperative development,

perhaps drawing on experience in neighboring Honduras.
 

C. 	RECOMvINDATIONS FOR CONSIDERATION IN FUTURE COOPERATIVE
 
DEVELOPMENT
 

We recommend that consideration be given to the following

points in the future development of rural cooperatives
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in 	G;uatemala, with the particular objectives of improving and 
expanding services to small farmers and of increasing the insti
tutional viability of the rural cooperative movement.
 

(1) Agricultural Credit 

a) Emphasis should be on the buildup of the quantum 
of credit available for small farmers and of the mechanisms for 
delivering it to them efficiently in a manner consistent with 
the conservation of funds. This will answer to a major demand 
and need of small farmers which is for access to credit -- and 
to sufficient credit -- on reasonable terms rather than for too 
little credit for too few, at low subsidized rates. Guatemala 
has not the capability to meet all the credit demand at a highly
 
subsidized rate. 

b) To the extent, if any, to which the delivery of credit 
to small farmers is subsidized, efficient cooperative federations 
and the Ftmdaci6n del Centavo should share on an equitable basis 
in the subsidy, giving full weight to their adninistrative costs 
and some inevitable bad debts, even with he best of management. 

Subjecting national cooperative federations to ever
increasing compet ition through highly subsidized credit programs
 
can undermine the growth and institutional viability of the major
 
cooperative groups and of their relatively more efficient credit
 
delivery systems. 1/
 

c) The current emphasis on credit almost exclusively for 
annual input costs should be balanced by significant supplies 
of credit for vital long-range needs for land and agricultural 
diversification into higher income activities. Cooperatives can 
provide a major channel for effective use of such credit. The 
notion that too frequently prevails that annual production cre
dit is invariably the best use of credit because it is recovered 
annually and can be extended over and over again is fallacious; 
the credit is extended over and over again to the same people for 
the same purpose, and thus the game is never ending. Further, as 
our farmer survey (see Vol. II1) indicates, a large part of the 
credit provided to small farmers for annual inputs does not result 
in corresponding increases in their purchase and use of such 
inputs. Credit for capital development can significantly lift the 
income-generating productive base of the fanner borrowers and, 
upon repayment, be lent to other farmers to repeat the process. 

1/ 	Our farmer survey indicated that, thus far, there is relatively 
little awareness by FENACOAC and FECOAR members that they are 
paying relatively higher interest rates than borrowers from 
BANDESA. 
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(2) Other Services to Farmers 

a) Cooperatives should devote much study and effort 
to developing and improving their systems of technical 
assistance to members. There are great opportunities for 
DIGESA and cooperatives to sit down together to work out
 
imaginative, mutually reinforcing and cost-effective system.
 
for developing appropriate technology packages and bring
ing them to small farmers through the mechanism of local
 
cooperative groups.
 

b) Cooperatives should make a special effort, in view
 
of the high cost of fertilizer, to improve their recommend
ations to members as to the choice and use of fertilizers,
 
both chemical and natural, and to train their membership

in 	 improved fertilizer practices. This also involves a 
greater use of scientific soil testing, rotation practices,
 
green manure and cover crops, etc. 

c) Cooperatives (particularly for highland fanners, 
many of whom lack sufficient land to achieve a minimal
 
standard of living on wheat 
or corn) need to develop pro
grams with collaboration from ICTA l/and DIGESA to identify
 
higher income opportunities and to encourage diversification
 
along such lines. 

d) The rural cooperative movement has grown to suf
ficient size that it must begin consideration of the dev
elopment of marketing programs (leading ultimately to
 
processing and export programs) for an increasing range of
 
farm products. Such a program needs a national focus to
 
service the movement as a whole; spasmodic local initia
tives by individual cooperatives or federations will not
 
suffice. Elements of a good marketing effort would in
clude:
 

-- identification of national and export market 
opportunities, 

attention to quality, packaging, transport, and
 
distribution system requirements,
 

--	 close interrelation with projects of agriuultural 
diversification, 

--	 support through cooperative technical assistance 
programs, 

-- Coordination with existing GOG marketing programs. 
-- careful planning and execution to avoid marketing

fiascos.
 
I/ institito de Ciencia y Tecnologia Agricolas.
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e) Collateral with the development of technical assist
ance, agricultural diversification and marketing programs,

the rural cooperative movement could organize a program of
 
input supply of a range of inputs (in addition to fertilizer)

for which consolidated cooperative buying power could 
secure
 
price advantages and reduce distribution costs.
 

(3) Institutional Development
 

a) There should be frank recognition that the two prin
cipal rural cooperative groups --FENACOAC and FECOAR--
 are
 
each serving similar constituencies of small farmers and each
 
endeavoring to meet the same 
ieeds of these constituencies
 
--i.e., credit and agricultural services. It is important

that these two groups at least harmonize their developmental
 
programs to avoid the risks of direct and unproductive confront
ations, and to achieve benefits that require the concerted ef
fort of the cooperative movement.
 

b) The proposed Instituto Guatemalteco de Fomento Coope
rativo, which will presumably include representation of the
 
major cooperative groups, should provide a forum within which
 
possible models for further development of the cooperative 
movement can be considered. If this is to be clone success
fully, we believe that it must be done in an atmosphere in
 
which no one seeks to impose something on someone else.
 
Rather it should be in a spirit of considering alternatives
 
from the standpoint of the interests of small farmers 
--both
 
those already organized into cooperatives and the many others
 
who can be organized in the future. 
 Ultimate decisions should
 
be made by the cooperative organizations in accordance with
 
their procedures in the exercise of democratic choice. 

c) The cooperative movement can also benefit by an open
and constructive attitude on the part of the Instituti and
 
the federations (FECOAR, FENACOAC, and FEDECOCAGUA) in involv
ing independent cooperatives (in accordance with their

democratic choices) in the mainstream of rural cooperative
development. Hopefully, avenues can be found for many of the 
independents to affiliate with or otherwise gain access to
 
necessary services through the existing federations rather than
 
to establish further and duplicating organizations. l/
 

l/ This does not preclude the possibility that certain coopera
tives with specialized functions, problems or products may

not require some distinctive organizations either limited to
 
or separate from the major federations. The cardamom and
 
Peten coops, for example, may be such special cases.
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d) 	The cooperative movement as 
a whole should become
concerned with the 	plight of the maiginal farmer and hy., ho can he assisted to join groups that will provide the range

of services he needs to improve his status. 
 A sound relationship between the program of the Fundaci(n del Centavo
and 	the cooperatives should be explored. 
The 	need for and
feasibility of new approaches such as affilia tion of joint
borrowing groups to cooperatives should be considered. 

e) Particular consideration should be given to the

development of a national cooperative organization withspecialized skill in developinq marketing programs for 	diver
sified agricultural products. 
 It should have professional
management with extensive commercial marketing experience.

Such an organization should serve not just one 
but 	all ofthe 	cooperative groups that need this service 
-- FENACOAC,FECOAR, the independents and (to 	the extent their memberswished to diversify) FEDECOCAGUA. This perhaps 
can 	best be
done by the formation of a cooperative marketing union as
outlined elsewhere in this reportol/ An alternative would
be to convert FECOAR into a purely-7agricultural organization

by divesting it of its credit functions and arranging for
dual affiliation of all rural coops with both FENACOAC and
FECOAR 
-or 	credit and agricultural servicec 
(including

marketing) respectively .2/ 

f) 	Renewed consideration should be given by the GOG
and the coop movement to educational needs of the cooperative

movement. At least one of the 
two existing cooperative

education schools should develop a specialized emphasis 
on
agricultural training, especially to dev~lop local leaders to
participate in cooperative agricultural technical assistance
systems as agricultural promoters, Barceiia,etc. 	 and perhapsothar schools for professionsl training, should become involved in
developing agronomist and other personnel with skills in working

for 	or with cooperative groups.
 

D. 	RECOMMENDATIONS WITH RESPECT TO FUTURE AID PRCGRAMMINC 

AID has been the principal international agency to support
the 	cooperative movement in Guatemala. 
 By hindsight it is

possible to respects insee some 	 which the pattern of 

1/ 	 See Annex A to Section II, pp. 82-86 

2/ 	 See discussion of possible separation of functionsbetween FENACOAC and FECOAR, Section II p.67-73. 
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assistance might have been improved. The important point is
 
that there has been an impressive record of achievement. 
This achievement has been the composite of capable Guatema
lan leader-h-ip, effective Anerican technical support (fro,,
AID and from some private sou:ces); substantial capital 
investment chiefly from AID and GOG; and a rapidly growing 
mobilization of capital and savings by'y;CUtemalan rural cc
operetives themselves. 

AID should continue to provide support to this coopera
tive movement in order to help it to achieve more rapidly 
the promise of its auspicious beginning. In offering fiir
ther support, AID should recognize The changes that have 
occurred through the rapid growth over the past six years.
Whereas five years ago the cooperative movement had limited 
strength, limited recognition an] in many respects only in
cipient organization, J.t has now entered into a period not 
only of rapidly growing numbers but also of growing maturity,

and growing recognition within Guatemala of its importance 
as & force in Cuatemalan development. 

Under these new conditions, AID's role ought no longer 
to be one of conceiving and planning projects ab initio ii, 
order to promots basic buildup of cooperative strength. 
Rather, it should be one of encouraging and assisting the 
development of constructi;ve new initiatives under Guatema
lan leidership. Guatema] ar planning may well open up area; 
or mechanisms for future productive AID as--;istanice which we 
cannot presently foresee. 

At this point in time, however, vie can suggest that t,:e 
following areas of possible AID support ,a/ be particularl',
productive for coneJdcrationn in futuroe plannirl amorngj CC,
U1SAID, and the respect've cooperative oMariizatiolis: 

2 stari:e 11ieiii,,grant(1) Substantial a5 ai su por t for 

the deveiopmeit of ,ooperative p )ogrim for iarket ing. 

(2) Some technicai dssstan('e and grat support: for the 
developmarnt (Jofjoint DIGUA-(,ooperativ sys ter for generat
ing appropriat e te(,hniologies ombiicd, witii c f r:tolve tec:h
nical assistance tc the village coop(r,-ativ group level an! 
for promotion of agri,ura .1 divers;ifict:ort. 

(3) An emphaC1;is in future loan program; on mediium- and 
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longer term credit for land improvement, agricultural diver
sification, and marketing. 1/
 
(4) A particular openness on the part of USAID to the support of projects involving(a) collaboration among the various
cooperative groups along lines whic. reflect: their mutualinterest and agreement; (b) provision of temporary subsidization of management for weak credit unions and other cooperatives which have outstanding growth prospects. 

(5) A somewhat greater emphasi,, in considerat ion _f releaseof 024 funds to the FunddI:i6n del Centavo FOnt:he merit: andpotential impact of its 	program in a.istjnq S-mall farmcrsand 	 less rigidity on issues of instjtut:ional seif-sufficlency. 

(6) Scholarships (principally local) for 	the training opromising candidates t,) work orfor with cooperat ives asagronomists/extensioniSts- or in para-techjniual capacities. 

(7) Financial support to a carefully programmed study t-ripby (uatemalan cooperative leaders to other (countrie. in th(hemisphere 2/ which have been dealing with the kinds ofproblems that will face r ua-:e.ilan cooperative leaiersn,'p 
over the coming five year ,o:,riod. 

(8) A study in dept h of the causes and ofc ures delinquencyand bad debts in the rural cooperative movement and of techniques of bringing the problem under greater cont:rol. 3/ 

1/ 	 We would also include land purclase by small farmers
with inadequate l.andholdings 
 but 	 this is precluded byAID regulations. AID can, however, provide loan supportfor development: projects associated with land purchase(and/or land sale guarantees) if the purchase funds areprovided by GOG or another source. 

2/ 	See Vol. I, Sec. 7, pp. 100-107. 

3/ 	Such a project might: be carried out by a Guatemalan
Firp of certified public accountants with assistance
from agricultural credit and cooperative specialists

in designing the project.
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SONE HIGHLIGHS OF THE FRMER SURVEY OF COOP MEBERS I TE A.LTIPLANO 

(See Vol. III for detailed analysis) 

Q = Quetzales 

FENACOAC FECOAR FUND. CE\T. E 
COOPERATIXES 

Members Match 
Membe ro 

N'mGroup 

e
Memers Match 

Groembers 
Group 

e rlstch 
roembers 

Group IGrup MatchGroup 

Average total capital (Q)
Average farm capital (Q) 

q with farms Smz or under 

Average total income (Q) 

'.erage farm income (Q) 

3199.8 
2621.7 

75.4% 

847.7 

534.2 

2537.4 
2100.6 

730.9 

480.8 

2878.3 
2378.3 

72.4 

724.7 

485.0 

2476.3 
2127.0 

727.7 

490.0 

1882.8 
1486.9 

90.9q 

552.0 

268.0 

1770.7 
1382.2 

633.4 

331.5 

2866.6 
2184.1 

75.1% 

758.7 

420.2 

2715.5 
2081.5 

580.0 

343.3 

::er 6% return of capital) 

Kiie per manzana (Q)
Average credit received"76 

376.9 

118.2 

354.8 

127.0 

342.3 

96.4 

362.4 

134.2 

178.8 

75.1 

247.6 

124.2 

289.2 

76.4 

218.4 

92.9 
in 1974 

o receiving t c hlnical 
249.6 27.0 192.6 29.9 133.8 15.3 

49 

159.1 None 

9 

assistance in 1974 25% 9% 34% 11% 367 12% 
1 9 1N 

35% 
n 

25% 
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SECTION II - GENERAL EVALUATION 

A. BACKGROUND 

(i) Development of Rural Cooperatives in Guatemala
 

a. Early History
 

As elsewhere Centralin America the developmcntof cooperatives in Guatemala has been 
an essentially post-war
phenomenon. Much of the initial impetus (came from Catholicmissionaries and loca.l clcrgy, although other, groipS, both
religious and lay, began to participate. The Government itself, through formation of a Departamento dc Fomento Cooperativo in 1945, played a significant promotional role in addition to providing a legal basis for 
the organization a,,J lrm:c
tioning of cooperatives.
 

The emphasis in these early days was on the forv.ation of small"local cooperatives. Little Iinancing was available either for management or for cooperative business operation;. Savings and credit cooperatives were much favored bccause they provided a basis for accumulating some capital.
chrough members' savings and answered to one of the rural ore.'i:,most evident needs --A source of credit. Even at this crly
time small farmers were d major concern, though the needs of

handicrafters (a large proportion of whom are also small farmers)and the small commercial and professional groups received atten
tion.
 

Some of these early efforts have survived as
well-established cooperatives, though mainly in cases where
significant outside support was ulti.nately secured. 
 The rate
 
of failure was very high.
 

In the early 1950's the cooperative movement in
Guatemala sustained a series of shocks owing to a succession
of Governments of varying ideologies. 
 This culminated in a
tendency to view cooperativism as something akin to communism.
Although the Government began to adopt a favorable policy towards cooperatives in the late 1950's, it has taken time for 
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coopetatives to achieve lull recognition j.s a constructie 
force jr the deveJ.opien-rt of the nation. 

b. 'arly Pc rioJu of AiD Support 

AIDutport to ,oooperat ives in Guatemala beqan

in thtl- ri-: ic(. Th njn pio(jr, i r,s uppoit to the (.1

'Anion IIow:Y(tIni . "A Gojtcm ia through CUNA (the Unite Stat
 
(:red it uinjll Ih(vnelIt) , r a ontactOr to AID. UnJ(cr tiJs
oorlau., :t CUNA oIok over (op:Imp!t. management of thc i ledgJinq
(-re'dti l jl1i(,tq doal i on (FENACOAC), which had been ureai t i 
in 1963. Witit I jnanri:,J ,: ,b -or promotion ,rd oria-ri*vai l 
Lion , art alt vvi mOV(-iitL b go,r to take fori. SL ll , huwc-vc.r
therru Wa:. iitt lc (h'illuge -[i thc ba :i c philosophy ol statLiist iA
t;ll.1 (( Jd_I ye-)Is with weak so pDOrct; tiarty have , ubscqijcntly 

,lttU11Il1IncdI ()I i-,uiV ,oi&Lt Il po ntlia] or ,.urvi val. None thr I , ,
by .19 9, the (,r cl(Jit aniori edei,-itl n ha] (Jrown to ,": 10 ,c C,' 
11P ,c,. I',)rthe tlute , fi mi the beginni.r i the AID/CU NA progr ar, 
in1 i(ft J1 to ,Olle ! iili.lair programs ciscwhere, pa c' Elhp)hdsir
onl 'iul'r ] (](',/( lpil lit- nIm r)I, C(d rj tihe liec is of , i ..am,- Iar:iu r 

All) tiad(, s,:nc sporacjiAc ei- ort.r: to h . p agi [ AJ,'
tura. (coop 1,t iver olt-ijde on] V
the o_"reCdJt -o uoVe-mefnl:. Mor _

notab.lc was; st port to the organAzal ion anc ,,ubscqucnt op( 
dt~iuo of. i 'oopirc tivc shool China] 1:. 15,.1o
in (FTCA) In:d t

1oha] aq ci ltIcl] ,'ooperatjvu es in 1:haL department, whi,:h

united to ]oila the markct.ing ,ooperat_ive ". Quetzal". 

Diring the period. there was also considerabL
activity ci t LI(ly outsile the AID program by the Dcpdrtarrent-o
dc Coopet-,. t va ricol1 of the Ministry of Agricult-urC -in 
forming ]o,',a] ricultual ooperatives. By a.ll odtds the
gr',test si,,c(,s, was a(hieved in orqairizing (:off-cc c:oopera
t:ive-, which have orifted a strong ledercation of their own. A 
few hea thy ,.ooIpe1,at-ivcr, Were ,I.lso Cftbulrh - a Aor
othei t5. 01 Jto (1t whi l invo]lV( abo've average irvcEs Ierne 
,wnI/or' .(t ,1 rt1i ed, for th( (xport markct. For the ma s oI 

-I/"r .ninall tie '-,o- alCle "'-tbL2sAStCrL't se( to-t ," 'thoS 
llidil pIoduct-,, artdlo SuccesS morewere whetl COll, was i11.€,,.
A"iei F the! C)ut tan(l 1 q sLIoI , "F" 1,.uet:a]" , C sCr WCre S I rt.a 
blacc ,itid ( thou(th lati, r blemished by oagcria] C (Efal,i-ion)
San Andr(lr.( , both [tt the .r par 't enct of- So] ).l . 

;!:x il (I AID iPlXq rain ( -919- _I4) 

in 1969 USAID/Guat:cmaia became interested in
developing a strong program to assist small farmcrs lit) 

http:notab.lc
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Guatemala through the medium of 
cooperatives. 
 To fashion
its program, it secured the services of 
the former AID cooperative technician in Honduras and of ACDI (Agricultural
Cooperative Development International), 
an AID contractor
in Honduras. 
 The outlook of 
the new AID cooperative ufficerand the ACD1 group was doubtless strongly conditioned by theirexperiences in Honduras. It; is useful therefore, to outlinewhat had transpired in Honduras to assist in understanding theirstrategy in Guatemala.
 

To begin with, the credit unicn program In Honduras had not developed a small farmer emphasis. Its strengthlay in urban areas and 
among salaried plantation workers.
Many of its small town cooperatives were failing or faltering,
and the strongest of them considered the smallest farmers du
bious credit risks.
 

On the agricultura] cooperativp side, the AID/
ACDI program in Honduras had involved grouping together a
large number of small cooperatives (some of lalger and some
of 
smaller farmers) into a national agricultural cooperative
federation and the formation of 
a considerable number of 
new
village level cooperatives and pre-cooperarives at 
scattered
points throughout the country. 
 The result was a structure that
was not organizationally effecLive and exacted 
 disproportionate effort in coordination, administration and support of
weak cooperatives lacking in professional management.
ther, the project was 
Fur

begun without loan funds for agricultural credit or other capital development ro there was no
effective program to administer. 
When a moderate amount of
loan funds finally became available for lending through local
cooperatives to members, an 
 ensuing poor harvest resulted in
massive delinquency and the insolvency of most of 
the borrowing cooperatives. 
 At this point, AID withdrew further support
to the federation, which at 
last report was under the 
custodianship of 
the Government of Honduras and considering plans
to restructure itself through consolidation into regional co
operatives.
 

In Guatemala, as 
in Honduras, it
was not supposed
that credit unions would provile an adequate means to reach substantial numbers of small farmers. 
Despite this conclusion, AID
did consider that FENACOAC's potential to 
serve small farmers
was sufficient to play a significant role. 
AID, therefore, made
substantial provision for additional support to FINACOAC in both
grant and loan funds. 
 It also arranged for turnover of adminis
tration of FENACOAC from CJNA to Guatemalans.
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In order to achieve substantial additional impact
in its major goal of helping small farmers in the altiplano, AID
also established, in accordance with reconmmendations of ACDI, a
 
program to develop regional agricultural cooperatives with economies of scale. 
At 	the outset, the plan for doing this was flexible.

It was 
thought that insome cases it would be possible to work with
existing cooperatives to develop them into regional inftitutions.

In other cases, it was thought itmight be possible to consolidate

existing cooperatives to form a regional base. 
In still other
 
cases, it was thought that the organization of a ne,, cooperative

to 	serve a region might be necessary. In any za.De, the basic
strategy was to concentrate on developing a limited number of
 
cooperatives of substantial size rather than ieplicating the

unsuccessful Honduran model of federating and organizing

scattered village level cooperatives.
 

As 	the prnject developed, AID/ACDI did in fact work
initially with one existing wheat cooperative (San Andr6s), which
 
was interested in becoming a part of the new regional system.

Shortly after beginning to operate with San Andres, however, it
 
was found that the manager had absconded with funds, leaving the
cooperative saddled with considerable debt. This initial setback
seemed to have crystallized AID/ACDI thinking in favor of the

organization of new cooperatives as 
the most promising course.
Inaddition, there were conflicts of philosophy and organizational

approach between ACDI and agricultural cooperative leaders that

might have collaborated in regional organization. These differences
in approach revolved around such issues as whether a cooperative

should 1. organized from the top to the bottom or from the bottom
 
to the top, and whether a regional cooperative should be a coopera
tive with individual members or a service center for local groups.
 

d. OtherCooperative Development, 1969-1975
 

The AID/ACDI decision to begin a system of regional

agricultural cooperatives was not a popular one with other coop
erative groups in the country. FENACOAC, though receiving greater
support from AID than ever before, viewed the program with some

misgivings as it was developing growing confidence in its own
ability to work with increasing numbers of small farmers. 
The
 
two principal independent grain cooperatives in the altiplano
(E1 	Qiietzal / and Santa Lucla) mistrusted both the program and
the AID/ACDI personnel who designed it. AID and ACDI, for theirpart, appeared to feel that the new program was being continually

and unjustifiably maligned.
 

1/	A regional agricultural marketing federal of grain cooperatives

in Chimaltenango.
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During the period, the AID/ACDI program of

establishing regionals proceeded substantially according

to plan, with the result that by the beginning of 1975,

five regionals were functioning with aqqreqate membership
of nearly 7,000 farmers, all of them very well on 
course: 
toward financial viability, and with organization

of a pctenLially viable sixth cooperative well advanced.

In addition, the regionals had been organized into a feder
ation (FECOAR), which has taken over administration of the 
program from ACDI. 
 (ACDI remains in an advisory capacity

until. the end of 1975). 

Meanwhile FENACOAC progressed with equal and,

in some 
respects, greater success under Guatemalan leader
ship. It exceeded the growth projected for it by AID,
having achieved a membership of over 54,000 in 1974 com
pared with a projection of 38,000. 
 Like credit unions in
 
other Latin American countries that faced the problem of
having too many small and weak units, PENACOAC mainly con
centrated on strengthening and organizing larger and more
 
viable units. Thus, its spectacular growth in membership

was achieved with a net inrrease in number of member co
operatives of only 12 
--from 71 to 83-- with practicallFi
 
all of the strength concentrated in the 50 largest.
 

There also has been much impressive progress on 
the part of independent cooperatives. The most notable 
has been the organization hy El Quetzal of a credit union 
(Kato Ki)in Chimaltenango, which has now unified with El
 
Quetzal under a common management to form one of the largest
agricultural cooperatives i'ni the altiplano. A somewhat 
similar result has been achieved in Santa Lucia, where the
agricultural coop and a credit union exist side by side
with distinct but cooperatin~g managements, both with sub
stantial overlapping membership. 

Thus the organization of strong cooperatives with
 
economy of scale has progressed much further and faster
 
than AID or ACDI had originally anticipated. Organization

of farmer cooperatives with 500 to 2000 members did not

remain the exclusive strategy of FECOAR. 
Other coopera
tive groups responded effectively with organization of
 
large cooperatives of their own.
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Many of the independent cooperatives have
 
received loans under the GOG/USAID Rural Credit and
 
Cooperative Development program. 
 The two Santa
 
Lucia's, for example, have received substantial loans

of AID 018 funds through BANDESA and FENACOAC respec
tively. El Quetzal has received a loan of the entire

Q500,000 COG contribution of loan funds to the program.

El Qietzal has also secured significant loan funds
 
fro,,i 
Frope, together with technical assistance from

World Neighbors, a private American organization 'ihose 
agricultural programs in the altiplano are highly 
regarded. 

The 	 coffee cooperatives, which have their own 
federation, appear to have made excellent progress, though

we have for reasons of time aid non-involvement of AID in

their development, not examined them in detail. 1/ The
 
Cooperative Development Department of J)IGESA has wisely

adopted a 
policy of refraining from the organization of
 
new village level cooperatives and instead is
concen
trating on strengthening cooperatives already in existence.
 
AID 	has supported this project to the extent of providing
 
a cooperative advisor and agricultural credit from loan
 
Funds through BANDESA. 

(2) 	 Present Composition of Rural Cooperative 
Movement 

The 	 current composition of rural cooperative move
ment 	in Guatemala is shown in Table GEN-I. 
 From 	this it
 
will 	be seen that about 50,373 families engaged in farming
(on a full or part-time basis) are members of rural cooperativesor Fundaci6n del Centavo groups, providing agricultural

credit and/or other agricultural services. If we assume 5.5 
persons per family, this indicates that somewhat more than
276,000 people are being reached. This represents over 10% 

I/ 	The Coffee Federation is receiving ,ipport from Inter-

American Foundation, another organization funded by the
 
United States Government. 
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TABLE GEN-1
 

RURAL COOPERATIVES IN GUATEMALA AS OF JANUARY 1, 1975 1/
 

Type of Cooperative 	 No. of Total No. Farmer
 

Coops 	 of Members Members
 

1. 	FENACOAC credit unions 83 54,109 27,000
 

2. Independent Basic Grains
 
Cooperatives affiliated
 
with credit unions 12 1,632 1,632
 

3. 	FECOAR regionals 5 7,096 7,096
 

4. Other 	basic grains 79 5,208 5,208
 

5. 	Coffee 48 4,902 4,902
 

6. Other 	Cultivated Crops 28 1,562 1,562
 

7. 	Cardamon 3 546 
 546
 

8. Livestock, milk, fowl and
 
bees 12 378 
 378
 

9. Artisanry, fishery,
 
forestry, etc. 24 373 ---


Cooperative Gross Total 293 75,806 48 ,324
 

Less estimated duplica
tion in membership 2/ 2,000 2,000
 

Cooperative Net Total 293 73,806 46,324
 

10. Fundaci6n del Centavo farmer
 
groups 99 4,059 4,059
 

GRAND TOTAL 	 392 77,865 50 ,383 

Sources: 	Data adapted from reports of Departamento de Coopera
tivas Agricolas of DIGESA and records of FENACOAC and
 
Fundaci6n del Centavo.


I/ 	 .ls, of -he data for cooperatives other than FENACOAC, F3COAR,
and Fundaci6n del Centavo are as of 1974 but are not beleved 
to have changed s:igni.ficantly. 

2/ Three 	kinds of duplication are eliminated on the basis of partial
(turn to 	next page)
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TABLE GEN-l (Cont.)
 

data and estimates: (1) cases of two members of same family
 
(frequently man and wife) members of the same cooperative;
 
(2) two members of same family members of different coops;
 
(3) same individual member of more than one coop (e.g. credit
 
union and agricultural cooperative.
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of the farm families in the country. 1/ In the highlands 
departments, where most activity is centered, it reaches 1:3.. 2/ 

There are also a number of organizations in addition 
to the Fundaci6n del Centavo working with groups oil campe
sinos not legally organized as cooperatives, chiel]y oai 
the basis of providing them with annual )rocduction er,'' 
Organizations such as campesino leagues and CARITAS ill Lit 
aggregate probably attend to a significant numher. (A new 
development is the provision of credit dir'ectly to !na.1 I 
i-armer groups by BANDESA and at least one private bank; it 
will be necessary to wait until the end of the spring plant
ing season to form any estimate of its scope. ) 

It is statistically important to note that the 4,7) 
families attended by the Fundaci6n del Centavo all received
 
loans. Cooperatives, on the other hand, include many inactive 
members and new members who have not established loan eligi
bility.
 

a. Geographical Distribution 

Table GEN-2 shows the distribution of cooperatives 
(and of Fundaci6n del Centavo farmer beneficiaries) accord
ing to region and department. From this table, it is 
evident that the greatest strength of all the cooperative 
group lies in the 

1/ Projections based on the 1964 Agricultural Census and
 
other data suggest there are now about 480,000 farms in
 
the country.
 

2/ Other organizations operating similarly to the Fundaci6n
 
del Centavo but not included in this study would probably
 
bring this figure to 20% or slightly higher.
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TABlE GEN-2 

PARTIAL DISTRIBUTION OF FARMER MEMBERS OF COOPERATIVES AND FUNDACION 
DEL CENTAVO ASSOCIATIONS ACCORDING TO REGION AND DEPARTMENT 

Note: 	Data for FECOAR and Fundaci6n del Centavo are as of Jan. 1, 1975. 
Data for FI-NACOAC and "other co-pcratives" are partially incom
plete as of Jan. 1, 1974. A conplete updated total for FENACOAC 
would probably show about 30,000 farmers, with most of the increased 
strength ii the highlands. Data on other cooperatives would not 
change significantly. 

Region and FENA- FUNDA-
Department TOTAL COAC FECOAR CION Other Cooperatives 

DEL CEN-Grain[ rain.....
TAVO Coffee & Misc. 

TOTAL 	 38.365 7,006 4 290 4 902 

Western & North
ern Highlands: 18.155 8,819 2,938 1,410 2,892 2t996
 

Huehuetenango 5,005 2,107 - - 2,040 908 1/ 
Quiehd 1,896 345 1,152 269 - 130 
Totonieapdn 1,724 640 856 - 228 
San Marcos 4,423 1,984 1,786 22 573 158 
quezaltenango 1,847 1,040 - 197 130 480 
Alta Verapaz 1,982 1,627 - 66 149 14021 
Baja Verapaz 1,128 1,075 - - - 52 

Central Highlands: .1.2,568 3,157 3 726 2 221 .. 687 .......... 2.2777
 

SoloI a 3,791 682 11,416 - 327 1,366
Chimaltenango & 11 9 3 
 5
Sacatepequez 6.624 654 2,310 1,993 328 1,355
 
Guatemala 2,137 1,821 - 228 32 56 

Oriente: 	 5,610 2,986 342 467 814 1,001
 

Izabal 403 - - - - 40Z 
Zacapa 2,299 1,379 - - 599 321 
Chiquimula 1,252 1,160 - 26 - 66 
Jutiapa 604 	 34? 183 79 
Jalapa 460 50 - 258 136 16 
El Progreso 592 397 - - - 195 

Coast: 	 1,507 22 - 192 509 784 

Retalhuleu 188 -134 54 
Suchitepequez 479 22 - - 20 459 
Escuintla 410 1 - I - - 192 218 
Santa Rosa 406 192 163 51( 	 I 

Peten: 	 525 20 - I 505 

1)Mostly cardamom coop. members
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altiplano. Of total membership of 38,365 classifiable by

department, 30,723 (or 80%) are in the highlands depart
ments. It should be r:oted, however, that mainy of these 
departments include areas of the piedmont, particularly im
portant for coffee, and some areas in the coastal pliins.
A number of strong cooperatives are situated in thtese areas. 
Aside from these departments there is some significant co
operative strength in the Oriente D(-partments, while the
 
coastal departments have relatively little.
 

The main reasons fo[ the concentration of cooper
atives in the altiplano are (1) this is where most small
 
farmers are and (2) most rooperaLive orjargizers as well 
as AID and other assistance programs, have had a particular
interest in trying to help the largely indigenous population
in this heavily populated underdeveloped area of the country.
 
The Oriente, however, appears to offer promising prospects

for cooperative development that have been little exploited.

There are also significant: coastal areas where cooperatives

could be useful for small farmers, though the areas generally
 
arc characterized by larg. farms which obtain seasonal labor
 
from the altiplano.
 

b. Competition Among Cooperatives
 

The concentration in the altiplano by most
 
groups of organizers of cooperatives and farmer associations
 
creates a degree of rivalry. This has been held in check to
 
a certain extent by the fact that the altiplano is sufficiently

large and populous to accomodate varied organizational efforts,
 
and to a considerable extent the different groups have carved
 
out different zones of influence. Huehuetenango is a ',historic
 
stronghold of FENACOAC and, in the coffee zones of that depart
ment, of the coffee cooperatives. FECOAR and Fundaci6n del
 
Centavo have gone into 
 various areas of Qujch6, Quezaltenango,

and Totonicap~n where FENACOAC haEs 
not become established or
 
only is peripierally involved. In Alta and Baja Verapaz, FENA-

COAC and the independents upeiate with distinct groups. In
 
SololA there is 
an uneasy border between FECOAR's San Andrts
 
and FENACOAC's Santa Lucia, which collaborates with the agri
cultural cooperative of the same name. Nonetheless, fairlv
 
distinct zones of inf'luence can be discerned.
 

In San ilarcos FENACOAC is strong in the south
 
and FECOAR in the cente'r. There is, however, an area of major

overlap in the north (Tejutla area), where a large new credit
 
union exists which almost rivals the FECOAR regional in size.
 
The credit union, however, appears to hove come about laijely

through local initiative rather than planned FENACOAC expansion.

To better serve and hold its membership in the north, FECOAR
 
has organized a branch in Tejutla.
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The area of greatest overlap is in Chiniira]enaryo
 
:in which it is possible to find corrmunities in which FEIACQ'O,
 
FECOAR, indiipendent- cooperatives, and the FurdaJi6n ill hie
 
rCrrbu'rs an (omm, in two thrc-e,,omir, nities whic'h or havt eityhe
 
headquarte r:; o) hrjnci offices.
 

Thui, Jiar', there has been cons der'abl rv"t Ji rit, 
even irm areas of overlap, in avoidinog (i'eet corf-rentas:i onc 
Lach group t.eAj's to .)rqaiiize the usioriganmized rather th1,an to 
atte-mpt to wiI over ,w.ill( anJc(. Theire ,11e, ],owever, a 'r(,wi rig 
lumber' ul c>J.,lim arld (:oifntCr- cla:ms of proselytizing. !ri many 
cas( _, tti!S a[ppea,s to be based either on suspicion or on one 
of the tol.lowi i qc circumstances . In some cases, groups of 
San mner", ,-Ifi] a,t wiLh one gi'o p s-eek out another, a pp,-ir rily
 
to con:,i(ier whether it oilei's b-:tLer services. This Jedi 5
 

sometimes Lo plat on that- some large blocks of fjrmcri
 
,miLch The m;ong
might w over. s;imjar'iaty of simvi er th( ,u

operaltiS .t,however , a piparen sy a ±t as i (k on r hangf. in,alian, To the national coop tederations, the greatest 

threat i ' BAN])LSA anini o(casionlally Fundai6n dc-i Centavo, 
with tLhiei' .lwer' .nteresL 'ates ( sulb-.idijzed) aLh-i than ah 
other'. Sone d.icruntle'd meml_.ers of one or inother' (ocoper it 
grouip Jo .tlfmJrg as iniv.iul, appn, aLIy on their own ii i, 

(, L jor '1 .1t ivc. A in ' (_(ases,, far s ju in both , FF1'n(POAC r 
FEMOAhP '()p:',vatyive. (Under thlie .1,v., , person -:an b(: - mcvt-u, 
of only ol ,'oop)e1"t_'ve of a type, but .) ,reilt in.on ind in 
agr'i,utur,id :neoperat:ive, though they proviJe the ,am( o 'v1,cE_-s 
to 'arm -, two types.)arc'legally diifferent 

A, a rule there are no conf licts bel( n :'i1A, Oid 
and independent igricultur3. cooperatives since the -wo can 
complemcnt each ocher in providing credit and agricultural 
services respectively; thus, they help each other to gmil 
member, to a much greater extent than theylose members to each 
other. 

nay 

(3) AID Goals and Purposes 

a. Goal
 

The AID goal of these projects has consistently
been "iric(JrIied rural income". This expression is used in the 
pr'incipo PROPs prepared inl 1971 and is to be found in Jd:nt ,,'a 
or suhstantially identical form in subsequent program do ,(,nme-tl
tion.
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b. Purposes 

The major AID purposes havE been the following 

1. FENACOAC credit unions: "... to develop a 
viable, effective and pro,lucer-orient(( Gudte
malan savings ind crckdjt c:ooperati vc fedemtionprincipally sc: ii-ing ru~ral communities ... "/ 
There has becn no siunnfi ant (-hange in purpose 

during the lif- of th- project. 

2. FECOAR Agricultural Cooperatives: ... to 
develop a viable, elfective and farmer-owned 
Guatemalan agricultural cooperative system 
integrated into a federation in the highlands
area."f 2/ There has been no signil icant change 
in purI)os during the life of the project except 
to broaden it to include one area outside the 
highlands. 

3. Fundaci6n del Centavo: The original purpose 
in 1970 was- to "increase the private sector part
icipation in rural development", in part by 
assisting the Funrlaci6n "to provide cr'edit? to 
farmer "pre-(coopelativ associations" 2/ CAP 
1080 added the .lfrthci purpose "to stimllate 
the fd.n ty sustaining thc dev-Ppa1 of 
elopment lcndi ng prograir, wi thout be': ng onuanlis
tically -( perdent ,pon grant, private, sector 
donations and conccssional lend ing.? 

4. Indcpendent Cooperativcs Supported by Agri
cultural Cooperatives Department oi DIGESA: 

-...to iricreasc the capability of the Ministry 
of Agiricuil urc to provide key inputs of technical 
assist:ance to public institutions whose performance
is uriticai in seving the s.mall arnd mridburi-sized 
farmer." 4/ This was elaborated in AID's agree
ment with its .ontractor to assist DIGESA's (Jo
operative depai-tment to create "a(]ministrative and 
financial viability in a controlled group of co
operatives..." 

I/ PROP for Project Ho. 520-!5-l50-200.1, submitted Scpt. 10, 1971 
"2/ PROP Lio Project No. 520-J5-150-200.2, submitted Sept. 10, 1971 
7/ PROP "Rural Community Leadership and Modernization, Dec. 21, 1970 

/ PRO1 
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All of the statements of purpose have in common
 
the objectivs of establishing viable institutions for 
hclping
thc rural poor through a systerm of ,ooperatives and quasi
rooperative groups providing credit and agricultural s.rvices. I/
These purposes can be said to be complementary ir,that the res-
p(tiVE: inst it tionS asstc u by AID includ.d two systeus ofrira] ,'oop i at. Jves , , pri v t(, fondat jon and a Govrr nrr-.rit agency

.i]] woiking along p),riad Tel Jine,
 

Program purposes wore limited in that they never
 
moved beyond the concept of parallel development to a more
 
comprehensive purlose of establishing logical and mutually
reinfiorcing interrelationships.
 

The two cooperative federations PFENACOAC-- andFECOAR-.developed so as to provide substantially the same serv
ices (credit ard fertilizer) " to essentially 
 the same type of

people (small larinr-s) in pri.marily the same area 
 of the country
(highlands). While AID at one 
point, recognizing the duplication,

tiled to effct 
a merger of the two projects, the effort was un
successful owing, among uther things, 
to lack of mutual sense of 
purpose among USAID personnel and the di-ector's of thc two pro
jects.
 

The program of the Fundaci6n del Centavo, while

corisidri-ed ,asone of working with "pre-cooperative groups" wasrot al .riy time related to a cooperative federation or movement.
Sine,- ',ere wa- nio provision for progressing from pre-cooperative
to c,rati.ve affiliation, development of the Fundaci6n's groups
has ,een arrested at the pre-cooperative stage. There is ro 
program for realizing the excellent economic development
potential of the grou ps that the Fundaci6n brings together and
 
serves.
 

1/ 
The program with respect to FENACOAC was somewhat broader

than the others in that it was related not only to farmers

but also to other rural inhabitants. There also was a small
 
program rlement which was concerned with providing credit
and rclated services to rural cooperative groups er:gaged
in handicrafts rather than agriculture. Thus, the purposes
of the projects, while aimed primarily at small farmers,

were consistent with the broader goal statement of "in
creased rural income".
 

http:c,rati.ve
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The project of the Agricultural CooperativeDepartment of DIGESA involv-s wyrk with still anothcr 
separate group of rural cc ,eratives --those indepenndent ofthe cooperative federations Neither the i',volvement- p suc-h
cooperatives or their members with federations nor their
relation to pie-cooperative groups formed any part ()Ipro
ject purpose.
 

In the sense that the progrm prpo, c ,:orcent
rated on a broad and steady build-up of :oopciat ive an,1
quasi- cooperative organizatiors ',cith suli- ,ici t ,1m,1l tirmermembership and institutional viability to h,VC. . .i icant 
impact, it was well-conceivcd. There wa,,, howvi ,J ik
of vision as to how the rural cooperativc movement a!" ' 
,.41,le should evolve and as to whaL its loc-n of internal 
coordination might be.
 

(4) Program Inputs
 

Table GEN-3 presents a summary of inputs that havebeen made in the cooperative program botV by AID, other 
sponsors. and the cooperatives and their members. 
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TABLE GEN-3'SUMMARY OF AID AND OTHEIR INPUTS 1'TO COOPERATIVE EVELO!.1EN Gt TEMALA 1965-197.4 

Source MemberDestiny Capital & Private
by Type AID l/ GOG Savings Sector 

A Grants - Total 2,688,237 573,000 
 167,000 


1 FENACOAC 
 8792760 125,000 n.a. 


2 FECOAR 1,195,477  -

3 Fund. del
 
Centavo 135,000 
 150,000 - 167,000 

4 DIGESA Coop Pro-
 11/
 
gram 76,000 173,000-

5 Other Ind. Coops - 125000 - n.a. 

6 EACA 244,000 n.a. 
 - _ 


7 Participant Trn. 158,000 - -

B Loans + Member 
Savings 3,786,875 2,064,300 4,488,616 

1 FENACOAC ,900,000G.= 
 _ 3 ,84 9 ,0 0 0i/ 

2 FECOAR 1,85/,300 911,50o5/ 144,616 -
3 Fund. del Cent. 2J0,000  - -

4 DIGESA Coop Pr. 3 9 4 , 3 34 - 570,000 75,000"-// .-5 Other Ind. Coops 535,191--1/ 533,000. 3/ 4 2 0 , 0 0 0 -/ 

6 EACA 


-

Footnotes on following page
 

Pa name rican Ite r-
Dev. Amer. 

Four lation Found. Misc. Totals 

21,000 45,000 93.000 3,587,237 

- 1,004.?760 

- 1,195,477 

21,000 20,000 93,0000/ 586,000 

249,000 

- 125,00 

25,000 269,000 

- 158,000 

106,000 - 625,000 11,070,791 

_ 600,0005/5,249,000 

- 0,913,216 

106,000a/ 25,0002/ 331,00 

1,039,384 
1,538,191 
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NOTE AND FOOTNOTES TO TABLE GEN-3 

This table excludes inputs for cooperative and quasi
cooperative programs without close relation to the AID loan 
program or the four institutions given special study. Prin
cipal exclusions are: (1) coffee cooperatives; (2) coopera
tives of Petin; (3) Germial Nacional de Trigucros; (4) quasicooperative groups affiliated with various campesino, reli
gious, charitable, and developmental organizations other 	than 
FundaciOn del Centavo; (5) urban cooperatives except those
 
affil iatCd with IENACOAC. 

i/ 
_/ 

Includes contract services. 
Estimated at about 50% Agricultural Cooperative l)epartment
budget not utilized in the cooperative technical assistance 
team program covered in line 4. Remaining 50% would relate 
to FECOAR, artisanry coops, etc. but is not allocated 

3/ Figures are incomplete since BANI)ESA does 
loans to cooperatives from other loans in 

not segrecate 
its cartera. 

4/ Includes $408,000 in savings accounts. 

5/ $500,000 from COLAC; $100,000 from European lender to 
one creait union (Kato Ki) 

6/ Including $150,000 loan by BANDESA to San Andr~s regional 
coop. 

7/ Paid-in capital, partially estimated. 

8/ Loan for $200,000 in 1967; $106,000 implemented. 

(from Pan American Development Foundation). 

9/ From Guatemalan Private Bank 

10/ 	 Interamerican Development Bank - $27,000 
Heifer project - $66,000 in animals. 

11/ 	 Estimate of Department of Agricultural Cooperatives from 
early 	1973, including team cost and pro-rata overhead and
 
cooperative school expenseL.
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B. PROGRAM ACHIEVEMENTS 

1. Achievements in Benefits to Small Farmers
 

a. Description of Farmers Benefitted:
 

The cooperative program in Guatemala is extremely

well targeted to reach the poorest farmers in greatest

need of economic assistance. It is highly concentrated
in the heavily populate altiplano. This area is charac
terized by small farms, a large proportion of which areLess than one hectare. The altiplano cooperatives draw
pract4*cpally all their strength from these small farmers.
Mediu 'and large-size farmers (as well as professional
people who own smaller farms) have a small representation.
They rarely join cooperatives and still more rarely for
the purpose of borrowing money, inasmuch as ample bank 
credit at lower interest is available to them. 

Most heneficriaries of the Fundaci6n del, Centavo
 
program compare with 
 those ,f the cooperative members. They appear to be more uniformly at the bottom of

the economic and educational scale. 

Almost all of the program beneficiaries produce acash crop--usually wheat corn.or Except for wheat, muchproduction is sold locally, often directly to the consumers. 

The 	 great majority of members of the target groupspeak indigenous languages though almost all can carry onbasic conversation in Spanish and a good proportion are
relatively proficient. Illiteracy is extremely high though
many have a little schooling. Catholics predominate, although Evang6licos are strong and some times refrain fromaffiliating with cooperatives identified with Catholic

clergy; individuals of acknowledged Mayan religious be
liefs appear to be exceptional, although many are only

nominally Christian.
 

A fuller description of cooperative and farmer associa
tion members will result from the small farmer survey.
 

b. Credit: 

The 	 programs covered by this study had grown to the
point that in the year 1974 they provided credit as follows:
 

1/ 	 As a rule of thumb, we regard over 30 manzanas as a medium
farm and over 100 as a large one. 
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Total loaned 	No.of No.of
GrouDs for Agric. -	 farmer borrowers Iveraqe loan 
members per per 

mem. borrowerFEI"A2OAC l/ 	 Q2,200,000 27,000 14,000 81 157
 

FECOAR (1974-75 crop year) 779,000 7,096 5,061 li0 
 154
 

FUNDACION DEL CENTAVO 410,000 4,094 4,094 100 100 

IND. COOPS. (DIGESA) 	 500,000 1,990 932 251 537 2/
 

TOTALS 
 3,889,000 40,180 24,087 96 161
 

These figures show a rough comparability in the average
amounts loaned to farmers by FENACOAC and FECOAR. In terms
of providing credit to small marginal farmers, the Fundacion 
del Centavo probably has more impact relative to the Wmotint
 
of its agricultural lending for the following rcasons:
 

1. All members of its groups receive credit. None is 
left out because ibe has not been a member long enough, was

unable (or failed) to contribute sufficient capital ("Ypor
taciones"), or did not file a loan application. (On the
other hand, some individuals probably were totally exclud
ed from the group for a variety of reasons, some of which 
-e.g., failure to show up at a meeting when the annual bor
rowing group 	was formed- are roughly analogous). 

2. Unlike FECOAR and FENECOAC, which have many medium
sized farmerktabove average small farmers" may be a more 
apt termp the Foundation's efforts are more concentrated on 
the smallest 	 farmer. 

The members of DIGESA- assisted independent cooperatives

are most liberally provided for. 
 To some extent the average

is high because of the inclusion of a number of vegetable and
 
coffee cooperatives of comparatively large farmers.
 

1/ Data for FENACOAC are subject to somewhat greater margin of
 
error owinq to complications in analysis of available data, as
explained inSec. III of this study. Figures in the first three

columns are smaller than sometimes believed, though larger than
 
appear in the light of a recent COLAC study. Tn our opinion,a margin 	 error more than 20% wouldof of not be possible.

2/ $3F0 in the case of basic grains only.
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There is con4siderable variance in the rates of interest

charged among the various cooperatives and other institutions lending to small farmers. Nominal rates of interest
 
can be misleading because of the variety of lending requirements and charges. 
 Table GEN-4 presents calculations of
 
rates of ?true annual interest" paid by small farmer borrow
ers to the various lending institutions and cooperatives. Y
 

This table shows true annual interest rates as follows:
 

FENACOAC credit union members 
......... 17.9% (16.4) 2/

FECOAR regional coop members 
 ......... 15.2%
 
Fundaci6n del 	Centavo group 

members ......... 11.5%Individuals borrowing from BANDESA
 
for basic grains ........ 5.6%
 

Individuals borrowing from BANDESA
 
for other crops ......... 8.6%
 

All of these rates are calculated on the basis of 12
month loans. 	 Shorter term loans would pay "higher 
true
 
interest" in the case of all lenders.
 

These figures have been calculated in such a way as
to determine the cost of mone 
 to a farmer who is interested
 
only in obtaining credit and who receives no other valuable
service from the institution providing the credit. Thus

they do not take into acco, - benefits that may accrue to
members of FENACOAC and FEC.{R by virtue of their membership

in any respect other than obtaining credit. 3/
 

Members of most FENACOAC affiliates receive some insurance
protection which permits cancelling their loans and doubling

payment of share capital to their heirs 
in case of death.
 

l/ We use the term "true interest" to describe these

"alculations since we use true interest computatirn methods
 
as the analytical tool for comparing costs and benefits.
 
In the case of cooperatives, the figures might be more precisely defined as "true total cost of credit and other

services expressed in terms of the true interest cost of

the credit service alone."? We do not intend that "true

interest", as used here, should be interpreted in any

moral or legal sense.
 

2/ After deducting cost of insurance benefits to members
 
in most cooperatives.
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3/ A factor in considering the significance of the "true
 
interest" rate to a member is the extent to which he receives
 
valuable non-financial services from his cooperative, such as
 
technical assistance, ability to buy inputs and/or consumer
 
goods at reduced prices, marketing, etc. If the cooperative

member uses such services and benefits significantly from
 
them, he may receive something of value which could equal or
 
exceed his "true interest" cost. If this occurs, his "true
 
interest" cost of credit alone could be viewed as zero com
pared with those of a borrower from an institution supplying
 
no valuable services ancillary to credit.
 



__ 

-- 

__ 

__ 
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 COST OF BORROWING QlO0 BY SMALL FARMER FOR AGRICULTURAL PRODUCTION 
FRJM VAIOUS Ci DIT INSTITUTIONS, GUATEMALA, 1975.
 

SENACCACONITEM 	 BANDSA AD-AAFFILIATE 	 DEL 
-

(BASICAFFILIATE 
 (DIVERSIFIED 
CENTAVO GRAINS) CROPS) 

a. 	Beginning Share capital

of Borrower 
 Q20.00 
 Q20.00
b. 	Borrowing limit for this
 
Borrower
 
i. 	Rate 
 5 times a. 
5 times a.
ii. 	Amount -(b.i.Xa.) Q00.00 
 Q100.00 ave.Q94.00
 

c. 	Amount Requested by
Borrower (b.ii.) 
 0400.00 ql00.00 
 Qlo0. QI00.00 Q100.00
d. 	Obligatory Share pur
chase
 
i. 	Rate 
 10% 	of c. 10% 
of c. 
 _
ii. 	Amount (d.i.Xc.) Q 10.00e. 	 QO.00 2
Face amount of loan 
 QIlO.001' q-00.00 


f. 	
Q100.00 Ql00.00 Q00.00
Commission or fee


i. 	Rate (%of e.) Il
 
2 % 1% 6/ 2.0% 


ii. 	Amount (f.i.Xc.) Q2.20 QI.O0 
 Q2.00
g. 	insurance Contribution 
or premium. 

-

i. 	Rate 
 - 50/5/ii. 	Amount (g. i.Xc.) 
 QO.50

h. 	Other charges 

-

i. 	Item or Rate 

- - Signature Signature

ii. Amount (b..Xx.) 	 Approval Approval
-Q-40 _Z/ Q0.50 Q.5
 

(continued next page)
 

http:ave.Q94.00
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ITEM 
I 

FENACOAC 
AFFILIATE 

FECOAR 
AFFILIATE 

FUNDACION 
DEL 

CENTAVO 

BANDESA 
(BASIC 
GRAINS) 

BANDESA 

(DIVERSIFIED 
CROPS) 

i. Net cash to borrower 

j. 

k. 

1. 

m. 

n. 

n. 

IT.ii.)7 

Net amount borrowed 
(i-a) 
Interest 
i. Rate per month 
ii. Term of loan(maths) 
iii.Amount (e.Xk.i.Xk.ii.) 

Gross cost of loan 
(f.ii.+g.ii.+h.ii.+
k.iii.) 

Amount repaid byborrower (e.+k.iii) 

Dividend paid on be7 
ginning share capitaJ4 
i. Rate 
ii. Amount (n.i.Xa.) 

Other dividends or 
rebates paid to borrow 

Q97.80 

Q77.80 
__ 
1% 
12 

q13.20 

Q15.40 

Q125.40 

5%XQ30.00 
Q1.50 

Q99.00 

Q79.00 

1% 
12 

Q12.oo 

Q13.oo 

Q113.oo 

5%Xq20.OO 
Q1.O0 

Q100.00 
" 

Q100.00 
"00

0.67% 
12 

Q9.oo 

Q11.50 

111.50 

-
-

QI00.0o 

Q100.00 

0.42o 
12 

Q5.oo 

Q5.50 

Q105.50 

--

Ql00 00 -

Ql00.00 

.67% 
12 

Q8.oo 

Q8.50 

Q108.50 

o. 

p. 

jq. 

eri. Rate 
ii. Amount 

Net cost of loan to 
borrower /I.-(n.ii.+fi.ii.)7 --

True monthly interest 
rate /70+j)+k.ii7 
True 7nnual interestrate (p.X12 months) 

Q13.90 

1.5% 

17.9% 

I 

.-

Q12.oo 

1.27% 

15.2. 

--

Q11.50 

0.96% 

11.5% 

--

Q5.50 

0.46% 

5.5% 

-

Q8.50 

0.7%0.7% 

8.5% 

I 

(footnotes next page) 
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TABLE GEN-4 (Concluded)
 

1/ The obligatory share purchase amount is added to the face amount of 
the loan. 

2/The obligatory share purchase amount isnot added to the face amount 
of 	the loan, but ispaid at the due date.
 

3/ Plus d.ii. inthe case of FECOAR.
 
4/ Many cooperatives of FENACOAC have not reached this level of distri

bution, nor have any of PECOAR with one possible exception.
 
5/ Borroi,,r" pays 50% of Fundaci.6n's payment to OPIC.
 
6/ Charge to be utilized toward cooperative payment to FECOAR disaster
 

fund. (Fondo de Protecci6n).
 
7/ 	 Registration fee based on average loan of Q6,551, (fee of Q27), 

average size group of 69, and average amount received by individual 
of Q94 (equals Q 0.40 each). 
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c. Savings and Insurance
 

FENACOAC and FECOAR also provide their members with
 an opportunity to save. 
 This is largely compulsory in that
 
a borrower must capitalize an amount equal to 10% of his

borrowing (5% in the case of 
some FECOAR coops; 10% in 
most with proposed ultimate reduction to 5%), 

Savings enable the cooperatives to capitalize themselves. 
 Thus FENACOAC and its affiliates can meet their

members'annual lending requirements about 50% from their 
own capital; over the course of time, the newer FECOAR 
group should be able to achieve simildr results (though
quantitatively less if it follows a 5% capitalization rate
 
instead of FENACOAC's 10%). 
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Savings have several values from the standpoint of the individual small farmer, in addition to providing him with access 
to cooperative services. 
 Probably the most important to many is
that they are building ipnest eggs that enhance the security of

their families. In the case of FENACOAC, the benefit to heirs
 can be substantial 
 since FENACOAC carries insurance whereby the
member's debt is cancelled upon death and the heirs are paid
double the value of the aPortaciones. A member can, of course,
also cash in his aportaciones at any time by withdrawing fromthe cooperative. It is also possible that, after aportaciones
have reached a certain point, itmay be decided to permit amember to borrow without increasing them. In the course oftime, many will be ble to save sufficiently so that they couldoperate on a cash basis without need for credit. Finally, if
the cooperative operates at a profit, 
the member will receive
small annual dividends; these can amount to around 5%, though asmaller rate is more usual. Some cooperatives may never reach 
the point of paying dividends. 

d. St ,__
 

Most credit from federations to affiliates is used for purchase of fertili.er. In addition, FFNACOAC and FECOAR affiliatessell fertili zer to their members, either against the credit ex
tended or for cash. 'lh price at which they sell to members has
been slightly lower than to non-members. 

The rising price of fertilize-r, together with the short
ages experienced in 1974, make it 
 djiricult tc determine the

extent members benefit from the abiLity to buy fertilizer
from their cooperatives. It is clear that in 1974, many coop
erative members would have been unable to obtain fertili.er
from 'tler sources or would have had payto signifIcantly
more. Nevertheless, the coops did sell at prices whiSch enabled
them to make substantial profits; by the same token, iowever,
since the cooperatives belong to their members, the latCer benefited indirectly through the strengthening of the finances 
of their organizations ,and in some cases, more immediately.,

from cooperative dividends. 
 In any case, the big problem 'n

1974 was that neither the cooperatives nor anyone else had
 
enough fertilizer,
 

In late 1974, FENACOAC and FECOAR made a joint purchase
of 5,000 tons of fertilizer in Europe. Upon arrival in port,
some probleins developed in the storage and transport of the

fertilizer to the FENACOAC and FECOAR warehouses.
 

http:fertili.er
http:fertili.er


- 47 -

FENACOAC decided to their, sharebring (2,500 tons of fer
tilizer) from the port to their warehouses by truck. Later,when FECOAR began to bring their share from the port, they
found that some had been damaged, and some appeared to bemissing. Estimates of losses range from ,;30,0T0) to $l](,g 0A controversy doveloped between PECOA ard 1JBrNAC(OAC -'s towho should assume the losses tint miglt he Involved. ']ho controversy developed to the pa)int of a lawstii t lingj I i Ied byFECOAR against PENACC)AC. The matter still Ila; not eo,(n re
solved. 

For AID, the controversy and resil t:ntin lawsuit is incongruous. 'T1wo cooperative instituti owl;, oth of whichob
have received substantial AID grant and 1van ,,upporl-l are

expending legal fees and staff 
 time ovr a controversy that
at best can be descri bed as $irnature. l'or t~he sake of cooperativism in Guatemala, and the cons'ovation of l.,I. tax
payers' ccntributions to two
it, these institutions shouldfeel a moral duty -iveto seek a rapid and defini arbitration 
of their dispute. 

A further problem exists in 1975 with regard to f(ertilizer. In reaction to the 1974 scarcity of fertilizer,
FECOAR, FENACOAC, BANDESA, the Gremial of wheat growers,and the non-cooperative private sector (esp. [ertika) madespecial efforts to import adequate supplies of fertilizer
for 1975. Estimates indicate that existing inventory may

exceed demand ct present prices by 20/ to )0/.
 

The private (non-cooperative) sector is offerini fertilizer for sale at or near cost, a price lower than FENACOAC
and FECOAR costs. (Fertica has some in country fertilizer manufictuiing facilities that lower its costs below imported
prepared fertilizer prices). This creates a problem forFENACOAC and PECOARwho must charge a price to cover higher
costs (plus the losses involved in the joint shipment). Recently, BANDESA, FECOAR, -ENACOAC, and the Gi-emial agreedto a uniform price for retaiL sale of fertilizer. This priceis lowe2,than FENACOAC and PECOAR costs for sore formulas,but hir-her than the private non-coop sector is charging in 
some cases.
 

The agreed uniform prices and the present (March 1975)comparable non-coop private sector prices are as foijows:
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r.wM1J, Ag reed Unifonri Price Hon-coop Private 
Sector Prices 

I',- I.- (-4 13.d* 14.01 
13.0 From 14.)0 to 16.50 
11.35 From 10.15 to 13.75 

20- I0- M!1 .4.9 - -
15.00 15.85 

I -0-[8Li14.20 - -
I ' t'-1)2 13.00 - -

'>- W 16-16.25 From lb.)9 to 16.55 
14.95 From 15.00 to 16.00 
14.85 From 13.46 to 16.25 

U1ro' 19.95 From 19.50 to 22.00 
2()-I1-0 14.95 - -
12-24-12 16.50 Prom 16.59 to 17.25 

Ti)t ;. j- -

Since 1)oth F1,COAI' and I'INACOAC are expected to lose money 
at the a,jreed prices, whiLe at the same time losing some of the 
wck-iri ccitsl ma.riIet or "ia1,s the economic results of the 1975 

,:rt ! i: r' :a _so cot Id I), Ii ',astrous f:or tlhe cooperative move
ment Lit L'rIal Vrta].a. I' cogniziriq this problem, the GOG 
Iha.; ,l o,(_ to ptay .:,) thoem t:eie dif-ference between tiheir fertilizer 
(,,st(; ,11d the .1Jred un I )rin sales price. 'Te exact method by 
wh i.l tti; PJrvi.rlgineo nt wil 1 bc implementer is not yet clear. 

;:vi,ri with thiis "tLr.ak-ev,_n" arrangement,Lthe coopecative federa
tiowns wil. not have fertilizer sales as a source of major in
cornV, ,ind nay w I. I I Lnd themselves with inventories 
ot os;o)Id IPti I i::ur !o ioidover into the following crop year. 

'flls si-uatiot, p)1 nts up tile need for a f ' 'lizer pooling 
sy,Ihbetwon thei major sales outlets (incluaoi Fertica, the 

lar~:n,,-,' , lprivate sctor dealel. in order to assure full 
UL..i i[-i t.ioii i nlC-1l -nai irodnc tion capacity and adequate stocks 
in the country, ,Vititout "ovOrsL,)ply"1, especially in the nands 
of1 tio (20),po ra tive fodera tions. 

En addi,tion to providing credit for fertilizer and actually
supplv:ing it, cooperatives can perform an important role in help
ing farmers to use it more eff-ectively. This is particularly 
important ].it thu! liglt of t.)day's high fertilizer prices. Un
less he is prudent in his selection and use of fertilizer, the 
small_ Guatemalan farmer runs a serious risk that the increment 
to pro(]nction made pb)s:Lblo ly thc fertilizer will not equal 
the cost. This is a point of serious concern to very large 
numbers :f farmers. 

l/ It is possible that thie COG will allow a nominal 
addition to "cost" to cover overhead and allow a 
"small positive margin." 
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Cooperatives have been making an apparent contribut ion in
this respect. By working with farmers in groups and usually
working out with each fanner tile almounts and ty-es of fert ili zer 
he will buy per hectare for each crop, the cooperatives can he
helpful in improving the gcneral level of inldividual iudgments
made in the use of fertilier. 

This is not, however, good enough. The connon wisdom in

the various localities concerning the us, of fertilizer is

based on little more than general opinion :nd trial and error.
 
lile some cooperatives do some soil testing, in ost cases


scientific knaowledge is limited to very general iMl(IiSA guide
lines as to fertilizer needs in broad regions of the country,

within which soil conditions can vary markedly. 'ossibilities
 
of utilizing soil and fertility cons,:.rvation and improvement
 
practices are receiving scant attention. The problem is furthercomplicated by Ae fact that thi supplies of fortil izer bein,
distributed by cooperatives, both general ly and in the resp2c
tive localities, do not bear any exact relat ionship to fort ili:.er
needs. Quite obviously, the cooperatives are going to sell that
which they have, and small fan'ers (whose bel ief in the importance
of fertilizer is immense) are going to buy what they can get.

For ;Q coming crop year there is probably not much that can be

deu' about this. Neither does there exist on the horizon the

outl3ine of a long-term solution. Since fertilizer is the single

larg-.st cash input expenditure of small farmers and the ma in

agfico.ltural business of cooperatives is to supply fertilizer
rond/or the credit with to it, this is awhich buy situation ve
quiring the urgent attention of all concerned - the (;(X;, All)
and the cooperatives themselves. 

With respect to inputs other than fertilizer, regional co
operatives are helping to make some useful items available to

small farmers at favorable prices. The effort is not yet very
significant. However, it is seemingly responsive to current
 
demand.
 

The FECOAR regional cooperatives are equipped with tractors 
and some other farm machinery such as harvesting equipment. Short
seasonal use of most machinery, distances between members, bad 
roads, hilly terrain, and the small size of farms all conspire to
 
make such equipment difficult to employ economically. Nonetheless,
 
we believe that the regionals will get enough use out of their
 
equipment over the long run to avoid losses. 
 There are also pos
sibilities for making mope intensive tLse of some equipment 

http:larg-.st
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through arrangements with cooperatives on the coast, whereby
 
equipment could be used there when not needed in the highlands.
 

e. Capital Investment in Agriculture
 

Many affiliates of FEHA''OAC are making substantial num
bers of loans to small farmers for the purchase of land. The 
aggregates are unknown, and we hope in the future that PENA2OAC 
(or COLAC, if it sponsors another survey) will produce separa
te statistics on this rather than again lump such loans into 
a miscellaneous non-agricultural category. 

It is, however, very clear that a good amount of land in 
the altipilano (more in some areas than others) can be purchas
ed and that cooperative lending programs could play a very 
useful role in getting such land into the hands of small far
mers who need itand are good credit risks. Most loans made 
to date for the purpose are 18 months or less although it is 
apparent that in granting such loans credit unions often anti
cipate that they will have to give at least one extension in
 
the due date. Tile very fact that a good many loans are suc
ccssfully given on short term basis is highly encouraging. We
 
also were favorably impressed with cxperiments by the Fundaci6n
 
del Centavo in land purchase loans to marginal farmers. 1/ It
 
should be economically feasible to assist numerous groups of
 
mrginal fanners to acquire and successfully operate tracts of 
land thereby providing them the opportunity to achieve a quantum 
jump in their incomes and living standards. 

IENACOAC affiliates, and to a lesser extent those of
 
FECOAR, grant some short term loans for other capital de
velopment pirposes such as the acquisition of animals. The
 
effort, however, is small compared to what, in our opinion,
 
is a considerable potential.
 

f. Marketing
 

Aside from a few independents of small membership, FECOAR 
is the most active in marketing, though its effort is almost 
entirely confined to wheat. The regionals make it easier for 
the small farmer to get his wheat to market and receive a full 
market price. Since corn in the highlands is mainly sold Lo
cally, there is more limited scope for marketing services. 

l/	We particularly conniend the Fundaci6n for incorp.,rat ing
 
in this land project (as opposed to its iput credit
 
program) continuing technical assistance to assure that
 
farm production plans suitable to the potential of the
 
land are developed and implemented.
 



though some regionals are involved in this to a small extent. 

Outside basic grains, cooperatives have done very little. 
Some of the independent cooperatives deal eftectively with ve
getables and other products. One independent cooperative, 
Santa Lucfa, deals in rabbits and rabbit fur. thoun -it l.im 
not yet 3shieved -inancial viability with its rabbit project. 
FLNACOAC has made some brave marketing eflorts, particu.l,_rLy Ln 
garlic and apples. 

g. Technical Assistance 

The most developed program of providing technical assis
tance to small farmer cooperativists is that ,)f the PI(GISA 
program with indepn-.dent cooperatives. It is, however, ex
pensive on a per farmer basis and the quality of: technical 
assistance is not high. Every participating cooperative las 
the continuing attention of an agronomist. But most of tile 
agronomists are yourrg, relatively inexporienced, and f ave 
little back-up support from other elements of I)IGESA. Soue, 
nonetheless, have real promise, which could be increased with 
better support and professional supervision. 

1-ECOAR makes a significant effort to provide technical 
assistance. Each cooperative has two agronomists (extension
ists) and its local village groups have agricultural committees 
to promote better agricultural practices. The system is not 
working as well as might be hoped. The extensionists are too 
much involved in credit and administrative matters. Conver
sely, many groups are not strongly enough organized. The 
cooperatives complain that, as their membership grows to 
1000 and 2000, two extensionists cannot cope with technical 
assistance requirements in addition to other duties. The income of 
the cooneratives, will not permit employment of larger numbers of 
extensionists withouc serious budgetary strain. 

The AID Capital Assistance paper (024) states that 
each FJCOAR extensionist is "capable of reaching 1.500 farmers through 
local group meetings organized by local village comittees 
and center around the topics of credit, agriculture and coop 
education." This rationale needs some further thought. A 
ratio of one agronomist burdened with varied duties to 1500 
small farmers organized in some 50 local groups, many in 
areas of difficult access, does riot seem to us to be the best 
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that can be done. There probably needs to be (1)some increase 
in the number of extensionists; (2)some redefinition of the 
extensionists' duties; (3)some utilization of lower cost tech
nicians (or member-ass;istants, as inMuvimiento Campesino) as 
intermediaries between extensionists and the local groups or to 
perform administrative tasks; (4) stronger organizational efforts 
with the local group;; and (5)a greater input of technical know
ledge from external sources such as DI(ESA. The program also 
needs the amalgam of' well -defined technical assistance objectives
such as the achievement of more optimal use of fertilizer suggested 
above. 

'PDie tundlacidn del Centavo makes lit-tle effort to pr.ovide
tfechn.ical ,ssistance to its clients under its farm input lend
ing program, but is making good provision for this in its 
I-and purchase program. 

It is impossible to generalize with respect to FENA2OAC 
a f iliat-es. Many provide no technical assistance whatsoever. 
Othevs make varying efforts. We were particularly impressed

with the (2operativa Movimiento Campesino in Tejutla, San

Mircos. 'Tis large cooperative of small farmers has shown
 
imagination in (dcsigning a system by which some of its best
 
fanners are V)iid nominal amount- to work part-time as agri
cultural. jromocrs. The cooperative makes considerable ef
forts to provide them with training and resources. This in
ternal system of Movimiento Campesino should work very well
 
with an external support system -- if an effective one were
 
available from DIOBSA, FPNACOAC or some other source.
 

I'LWA YDAC, as a federation, has no agricultural technical
 
assistnce program and no agricultural technical assistance

department, and can offL only incidental services to its co
operatives in this resDect.
 

I)!(ISA has made a limited effort to help the coopera
tive federations and the Fundaci6n del Centavo by assigning

several extensionists to work is members of their organiza
tions. Iis arrangement has not generally worked well, Co
operatives complain that the personnel assigned are often not
 
of high quality, consider themselves as still working for
 
DIGEISA and not subject to cooperative discipline, and conse
quently are of little use. l)IGESA finds that the personnel
 
are not always used properly. For example, agronomists were

assigned to Fundaci6n del Centavo to provide agricultural
 
technical assistance, but what the Fundaci6n wanted was a
 
sociologist for another purpose.
 



- 53 

h. Agricultural Diversification 

few cooperatives are making some effort (at least con
sidering plans) to encourage diversification by their members 
into crops and animals that may offer superior profit poten
tialities in their area. An example is the nursery o[- tle 
PECOAR regional in Chimaltenango for providing fruit trees to 
members. The agg-'egate effort to date in the highlands has been 
relatively insignificant. Such programs require an inteIrat
ed approach of technical assistance, credit, and marketing 
plans and know-how. This is difficult or impossible for most 
local cooperatives to do without strong support of their na
tional federations, which none (except the coffee lederation) 
is in a position to provide. The federations, in turn, iieed 
the collaboration of the Ministry of Agriculture and otheo 
specialized agricultural organizations in the conduct of prac
tical experiments in the various ecological areas, selection 
of seed and stock and preparation of a technical assistance 
package and a program format for its extensiai to member bir 

FECOAR is making a promising effort to encourage diversifica
tion into grain sorghum by farmers in Jutiapa, a dei'artment in 
the Oriente. The possibilities of successful production of
 
grain sorghum in this area was one of the major considerations 
leading to the establishment of regional cooperative in that 
department. It is very encouraging that there has been uxcellent 
cooperation on this project between FECOAR and ICTA, with the 
latter reportedly providing excellent technisal assistance to the 
extensionists and members of the PECOAR regional. 
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(2) ACHIEVEMENTS IN INSTITUTIONAL DEVELOPMENT
 

Principal objective ; easurements of I:Lstitutional development, 
wherever possible compared with PROP forecasts, are presented in
 
TABLE GEN.- 5
 

These data show a very rapid rate of growth in membership,
 
in income, and capital, but a slower growth rate in loans and
 
fertilizer sale s. These developments fit the economic facts of
 
1973-1974, during which a shortage of fe-tilizer helped to boost
 
growth in cooperative membert;hip, but there was not enough 
fertilizer to go around.
 

Our detailed conclusions with respect to institutional
 
achievement have been set forth with respect to each project in
 
Volume II of this report and our summary conclusions appear in
 
Section I of this volume.
 



TABLE GEN-5 - 55 -

INDICATORS OF INSTITUTIONAL DEVELOPMENT 

Project 
 Achievement Factor 


FENACOAC 1. Relevance to program goal: serving 

rural cooperatives to increase rural 

income 


2. Viability
 
a. 
Percentage of self-sufficiency 


b. Own capital (net worth) of

federation 


c. Member savings (sy.tem wide) 


d. Annual bad debt rate (system wide) 

3. Effectiveness
 

a. Affiliated families 


b. Total loans oc~tanding by credit unions 


Page 1 of 6 
Achievement Indicator
 

(1974 or end 1974) 

70 of 83 coops are rural and account
 
for about 90% of membership.

PROP forecast of 80% of loans made
 
in rural areas has been exceeded.
 

70% compared with 59% PROP forecast
 

Q463,000 compared with
 
Q237,000 in PROP forecast
 

Q3,848,000 aggregate in all member
 
credit unions compared with PROP 
forecast of Q3,000,000 

PROP target of % per year by 1974 
was not realistic and certainly has
 
not been achieved. Insufficiently

detailed data on delinquent debt is
 
program weakness.
 

57,000 compared with 
38,]90 forecast by PRP 
Q3,647,000 compared with $4,587,000

forecast 
in PROP 

1/ With substantial supplies of fertilizer now available, the pRCP forecasts shou±2 bemet or exceeded in 1975.
 



- 6 -
TABLE GEN-5 indicators of inseituional Develoenri -continue-) 

Page , of 0 
Project Achievement Factor 

. Tc a:.ica 

FENACOAC (concluded) c. Percent of loans for Production 3ur most conservative esti:- te indi
purposes; percent in...rural areas cates P??OP forecast of 65% in pro

duccion loans and -in rural loans 
by 1974 have been met. 

FECOAR 1. Relevance to program goal: serving rural 
communities to increase rural income 

Cooperatives composed 100% of farmers
mostly small, some medium. 

2. Viability 

a. Percent of self-sufficiency Federation reached 72% self-sufficiEncy
and regional 100% compared with fore
casts of 53% and 72%, respectively. 

b. Operating income of federation Q322,214 compared with PROP forecast 
of Q109,200 

c. Operating income of regionals Q400,380 compared with PROP forecast 
of Q242,500 

d. Loan delinquency bad debt rate Zero from coops to FECOAR; 8% over 
63 days delinquent members to coops. 

3. Effectiveness 

a. Affiliated families 7096 (7600 including 6th regional 
awaiting legal charter) as of Dec. 
1974 compared with 7200 forecast in 

b. Total loans outstanding to coop
members 

FROP 
Q 724,588 as of Dec. 31, 1974 
compared with Q1,021,700 forecast in 

c. Total loans granted to coop members -- - n n-7POpS ecast ) 
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TABLE GEN-5 Indicators of Institutional Development (continued) 

Page 3 of 6Project 
 Achievement Factor 
 Achievement Indicator
 
(1974 or end 1974) 

FECOAR 
 d. Fertilizer sold 
 164,000 cwt., compared with
(Concluded) 
 PROP forecast of 201,090 cwt. 
(see footnote, page 55). 

e. Produce marketed 
 119,000 cwt. compared with PROP 
forecast of 230,000 cwt. 

FUNDACION DEL CENTAVO 1. Relevance to program goal: providing 
 Over 4000 small farmers in about
credit to pre-cooperative groups 100 village associations receiving
to increase rural incomes 
 average $100 annual credit to
 
buy agricultural inputs. Program
lacks methodology for further progress

of associations to cooperative or
 
other affiliation for wider benefits.
 
Project also includes very good and
 
relevant experiments for land purchase

for marginal farmer groups followed 
by technical assistance. 

2. Viability of Fundaci6n
 

a. Own capital 
 Q 215,000 capital at end of
 
1974 compared with Q 134,000
 
at end of 1971
b. Loan funds utilized 
 Q 200,D20 as of enr 1974
 
from AID ; .,000c. Adequacy of financing other sourcesFundaci6n lacks any investn.ent income
 
and receives limited donations to 
support a growving program. Adequate
loan funds available through AID 
Loan 024 ($50D,009 not yet released)

for considerable program development 



TABLE GEN-5 
 Indicators of Insritutional Deveiormen- (Con.tinued) Page 4 of 6 
-ojecr 
 Achievement Factor 
 Achievement indicator
 

(1974 or end 1974)
FUNDACION DEL CENTAVO d. Annual bad debt and delinquency
(Concluded) Low on basis of proaram actirates 
 .'iieS of Dast Zr.ree vears

aood rec=cs. 

3. Effectiveness
 

a. Affiliated families 
 Over 4,000 low-income families,
 
all receiving farm production 
loans. 

b. Total loans granted 
 $ 404,661 in 1974 for produc
tion input; $ 30,885 land 
and other purposes. 

c. Percent of loans for pro
ductive purposes 
 99"0 (including purchase of
 

land ) 

Independent Agricultural 1. Relevance to program goal: 
 Project deals entirely with agri-Coops supported by DIGESA 
 increase in rural incomes, 
 cultural cooperatives. mostly lower
(Ministry of Agriculture 
income families though signific
ant minorityv middle-income 
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TABLE GEN-5 
 Indicators of Institutional Development (Continued)
Project 	 Page 5 of 6
Achievement Factor 


Ac-h-evement indicator
Independent Agricultural 
 2. Viability

(Ministry of Aqriculture) a.
(continuedry 	 Improve capability of DICESA 

to operate program 	
USAID advisor assisted in training more
personnel than projected by PRPFp.
program suffers from lack of clear lines 

However, 

of authority and coordination within

fIGESA, and coordination between DIGESA
 
and BANDESA 
 h respect
 
to loan practices and recuperation.
 

b. Administrative and
financial 

Some indications of improved cooperative
 
organization and bookkeeping. 
(Also
 
see next two items.)c. Bad debts and delinquency No overall program records but ,iach evi
dence of major problems and lack of control
~7Effec~vns 

a. Affiliated families 
 Nearlv 2003 throughout program 
life.
 
No growth in meablershiD. 

b. Total loans outstanding $1,000,300 at end of 1974 ($500 per mernber. -
an indeterminate part delinquent orrefinanced. 



- 60 -

TABLE GEN-5 Indicators of instiationa! --'=Il...enr (c- IuderD 

Project 


Independent Agricultural 

Coops supported by 

DIGESA (Ministry of Agri-

culture) (concluded).
 

Achievement Factor 


c. 	Tttal loans granted 

d. 	Percent of loans for production
 
purposes 


Page 0 of 6
 

Azhievemen Tn .... 

$530,03 in 17- ($253 _er me-.ber -
an indetermninate Dart consisting of
 
loans ref:Dnanced.
 

100%
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C. MAJOR ISSUES IN FUTURE PROGRAMING 

(1) Promotion of Cooperative Membership 

Despite substantial growth, rural cooperatives have only 
begun to achieve their ptential_ in organizing and servicinq 
small farmers of Guatemala. As indicited 'ibove, ooperatiwes 
(plus Fundaci6n del Centavo) are ncw serving ,ver LOT', .1 fir
mers in the country as a whole and 18'> in the altiIplano. In 
the Deparbrent where cooperative ocganzr-ation hTsben :tronj
est -- Chimaltenango -- cooperative penetration has rachoed 
25% (6000 of 24,900 farmers). If we apply this ofl'cntdel 
penetration to the entire couIntry, thue movement cOul d tlnit-vt 
some 125,090 farmers or more than 2'%0. of urrent i)1(21111wel-'h p 
of 50,000 farmers. 

There is no obvious reason other than superio promo
tion (by more organizations over a longer time, peri.)d wit:II 
greater intensity) why the potential in other IeparbneliLt:; 
should not be as great as in Chimaltenango. Many areas of the 
altiplano have formed new cooperatives that hav(e rechodl mem
berships of 500 or better withinl a year of formation, and tlvre 
remain many areas tot-ally neglected or only served by older and 
weaker cooperatives that 2,,a~little or no promotional effort. 

There are some indications tha coutside the altipla,no, co
operatives might not achieve such rapid success. -I7(! average
farmer in the Oriente and elsewhere teods to be somewilat lar
ger, more prosperous and more bankable. Along the eoast there.' 
is much latifundia. Nonetheless, even in coastAl areas, two 
thirds of farms have under five manzanas and most of the re
mainder under 30. Evn if we discount heavily the prospects
of cooperative organizat'on outside the altiplanc, the national 
potential for rural cooperative membership could har'dly be less 
than 100,000 if the level of promotional effort in Chimaltenan
go were applied nation-wide. 

The further observation needs to be made that the coopera
tive potential is still far from being realized even in Chinal
tenango. Some of the cooperatives in Chimaltenango are, iri 
fact, trying to -otitrol their rate of growth so as to consoli
date their Dosit." ins. Our study of cooperative institutions 
suggests that existing cooperatives could at least doubl.c their 
memberships with moderate promotional efforts. The small far
mer survey will provide further indications of non-member in
terest in cooperative affiliation throughout tle altiplano. 

1/ 	78% of non-members surveyed indicated interest injoining a
 
cooperative. Principal reasons for wanting to join were to
 
obtain credit and purchase inputs. 
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Our discussions both with national and local leaders 
surjqst: that throughout the country the level of effort in 
profrioti)ri of cooperatives has been moderate becaus,- :)f or
garinza Ora] cors t:raints in accomodating growth. 

!'iridacMn d CeJntavo d'oes little to oromote groups
but concentrates on serving groups that come to them. Pur
ther, it concontrates it, offorts in certain areas su]ch as 

'lbrmaiternango arid TotonicapAn rather than dispersing effort 
uneconomicaLLy over widely scattered areas. FECOAR so far 
tias organized ir only six departments and maintains a deli
berate [-,ice of only 'r.janiziitg new regional- at the rate of 
about one! per year. FENACOAC is concerned more with strength
ening and ,onsol.idatinig the cooperatives it already has. Al
though new strong credit unions are organized with FENACOAC 

rsi[star,-e, n:i~ :s th(_h result of sponsors coming to FENACOAC 
ra t-1 it th,,ri I NACOAC's l)ea ting the bushes to initiate new pro
jects. DtCESA also concentrates _)n working witn cooperatives 
already in existence; in fact, it tends to discourage organi
ziation of new cooperatives, particularly if they lack rocl 
growth potmcntial. Under these circumstances, much of the 
growth of cooperatives is taking place through expansion of 
membershil, of existing uniLs. This is healthy in contribut
ing; to the institutional viability and future capabilities
for service of The cooperatives, as well as of the federations. 

Given the rneed, described below, to concentrate much at
tention on broadening the scope of services of cooperatives, 
we do not believe that it would be desirable to accelerate 
the pace of cooperative development. As things are oiLe can 
expect a net growth of about 70]<)0 fairier coop members a year
I, , whiclh is a manageable absorption rate. 

Ihe 1:oregoinq conciusion is based, of cour'-e, on the as
sumption that the Government through BANDESA will not break 
the back of cooperative growth by persisting in policties of 
providing; ubsidized credit to small farmers at interest 
rates with which cooperatives cannot compete. A goverrunent
i)olicy of making credit widely available to small farmers 
at .,(or at- P'.") unless accompanied by a policy of subsi
dizing cooperatives to enable them te do substantially the 
same thing, can have a devastating effect on the major rural 
4 _operative grours FFNACOAC and FECOAR whose primary service 
is the supply of credit. 

To achieve the projected growth rate over the next five 
years, we do not believe it would be necessary for AID to pro
vide additional loan funds of the type provided in 024-

1/ Plus perhaps 1500 a year of non-farmers in FENACOAC.
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namely, funds for annual production credit. This is true
several reasons: (1) a large croportiot of these hinds have

for 

not yet been utili:ed: (N? the coope ra tives rvr 1idlaPC bui.ding up their own funds tI r.-u h aportaciones; and ( 1) th1e L;OGhas been incra ,,inly providin"I 1-1nds t,) co')perative; platicu
larly for this purp. se. 

Neither do we thinkn the c)oplevitive tedtrat.ons 100d diditional s ubsidize leo ,C operating or promotional txpense toaccomodate the membe rsn ip growth) contemplated. 'lhiriCur'rent
finances are iood and expa'nsion on presentt tenrs ,-ctitII11v 
 contributes to strenqth 1 in a, rt.ionesfinancial by rinYinq more 

from member cooperatives The Uundaci6n del ( v
•~~ u] s 'co ta(_ (0n:-v t: oed out in Section V :f this rep:rt, o 
 ro(rrIe soe ,com(oda
tion if it is -o be aI)! to support adequatCe (itiect pro ,ojoel:,(1ministration expenses (as opp:)sed Co general ov,'rlehld, which
 
it can satisfrctorily finance).
 

We also believe it would be useful 
if, as indicnate(1 heow,FP.COAR and ITN\COAC would ende'vor to harmonize thI ,:r rowt h

policies, In this connection, AID could consider 
modest support to -ENACOAC for temporary subsidization iI managloer,, t-o
merge, consolidate and/or regional ize currently weakcoolsthat have high growth potential. In some departmeorts suclk asHuehuetenango, this could probably echi.-:ve greater cooperativegrowth relative to cost than the introduction of a IT'COJA; re..
 
gional.
 

(2) Need to Expand Range of Cooperative Services 

Encouraging as the growth of small farmer cooperatives

has been, ".u has been growth in very narrow terms. 'lhie major
business o]. the major cooperative groups is the supply of fer
tilizer and credit to it. that
buy Beyond the range of service offered is disappointing. 
 It does riot, as indicated inthe previous subsection, meet either the needs or desires of
 
small farmers.
 

The cypi.il small farmer in Guatemala has very littleland and limited possibility to earn even a minimal livingfrom the land by growing only ti'aditional crops, primarilybasic grains. Growth of population exerts steadily increasing pressure on the land so 
that the amount available becomes
 
smaller with each generation.
 

As of the 1964 agricultural census, 
20,% of all farms
 were micro-fincas of less than one manzana, and 68% 
were fincas "subfamiliares" of 
one to ten manzanas. These figu.LCs
roughly indicate the situation which exists today. Further,
 
as of 1970, it was estimated that the approximately 420,000
small farmers operating Tess than 10 manzanas accounted for
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only 18% of the farmland of the country. About two out of three
of the small farm operators own all or some of their own land;the balance are chiefly renters and share-croppers, although
there are some other forms of tenancy such as communal farms.
'Th-ere also are estimated to be about 175,000 rural workers who
 
are completely landless.
 

Aside from fan ing, the runa worker has limited opporton ities 
to earn money. lie can work on large fincas and to some extent on the
farms (terrenos) of other small farmers, where he earns somewhat lessthan one qut-etzal a day although some Fringe benefits may be received,
pIarticularly by penmanent workers on large estates. However, theamount of work availlable is limited, while the supply of labor is
almost a lways and everywhere plent i ful.
 

A few rural workers have nandicraft skills which provide

either ;jmajor or supplementary source of inco :e, but the size

of the market for such products is not readily expandable.
Tlhere are few opportunities in public worksand other rural occu
pations. While there is considerable migration to the cities,
particularly Guatemala, it is riot easy for a man to get a job iflie has no education and cannot function well in the Spanish lan
guage.
 

-or the majority of small farmers and their families, there
fore, there is no real option except to look to their limited
landholdings as 
their main, if not only, source of livelihood.
 
While a few of the more fortunate raise coffee and other higher

paying crops, most small. farmrnis depend u'.n basic grains

chiefly wheat and corn. 
 Even a good farmei in *i good year, how
ev-r, will be lucky if he can produce a riet income of 1SO permanzana in either of these crops, or 450 on a typical farm ofthree manzanas. This is not enough income to support an average

family of five to six persons.
 

The main hope for these farmers is to obtain more land, tomake a more efficient use of the land they have, or some combination of the two. Cooperatives can perform important roles inthese respects to help small farmers to break the bonds of ex
treme poverty. If they fail to conceive of this as their primary mission, other vehiiles will have to he froind as rorimary
irSipt. rien t5 1OV aehievemnen t c'f erfnrnn r rnocres 2 by ;!iall 
farmors. 

Ccoperatives, and quasi-cooperatives such as 
the Fundaci6n
del Centavo, have a considerable potential in assisting marginal
farmers who own little or no land to acquire sufficient land to
provide them with a base for fanning operations that will yield
satisfactory family incomes. 
 Even in the highlands there are
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under-utilized tracts of land that owners will sell if they can 
be paid in cash or on other acceptable terms. These range from 
small tracts sufficient for single farners to fair-sized tracts
 
that can be operated in common or subdivided to provide enough

land for several or even a considerable number. There are addi
tionally an abundance of opportunities to acquire substantial
 
tracts in the coastal plain. While most highland people prefer

to live in the highlands, large numbers will move if they have 
the opportunity to acquire land. 

Rural cooperatives need explicit programs to grant long

term loans ( 5 to 12 years) to credit-worthy small. farmers and
 
groups of small farmers whose landholdings afp "subfamiliar"
 
(too small to support a family) to purchase reasonable amounts
 
of land. Such programs also must be associated with effective
 
provision of technical assistance, rroduction ci.edit, and other 
services that will assure :>rw.,. 

The provision of support to sucii programs should be of in
terest to the GOG, AID, and perhaps other international lending

agencies, if the cooperatives plan and ozgqanizc them effectively.
From an economic development point of view, the cooperative pro
vides an ideal mechanism for carrying out such activities because
 
of its abilities to match land purchase opportunities with deserv
ing farmers at the local level and to provide a continuing struc
ture to monitor the credit and provide associative technical assis
tance in farm development. For the cooperative, there _s the ad
vantage of diversifying its loan portfolio, now heavy in fertili
zer, into loans with real estate security and of building up its
 
own economic viability by dramatically improving the economic
 
bases of some of its members.
 

With respect to helping farmers toproduce more with the land
 
they already have, cooperatives need to take initiatives along a
 
number of lines. As already indicated they should improve their
 
systems of rendering technical assistance to members. They need
 
also a program with DIGESA for the development of effective tech
nical assistance packages. Conversely, DIGESA needs cooperatives

and their local village groups as means of reaching small farmers
 
in groups rather than an impracticable one-by-one basis. Much
 
of this technical assistancelof course, must be directed toward
 
basic grains and to the associated use of land development, fer
tilizer and other technologies.
 

The program must have the further thrust of helping small
 
farmers to diversify some of their production into more intensive
 
crops (and in some measure into animal products) that will make
 
it possible for them with limited land resources to earn a decent
 
income. This cannot be done all at once. 
Again it requires a
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partnership between Government and cooperatives to identify area
by area the best diversification opportunities consistent w1tF
 
Technical possibilities and market demand. 
This in turn involves
 
follow-through with credit, technical assistance, input supply

(e.g., 
seed and stock) and marketing services. This is not easy.

However, on whether it is done or not largely hinges the issue
 
of whether Guatemalan small farmers will remain forever poor or

have realistic prospects for a better future. 
 On this also large
ly hinges the question whether over time cooperatives will enjoy
the support of increanrigly prosperous memberships. 

Good programs of agricultural diver:sification mean also that
cooperatives should get more heavily into the field of modern a
gricultural marketing. As in countries which already have achiev
ed more developed cooperative movements, Guatemalan cooperatives

can aspire to deal numerous -- r"vhajng produt. Pwith products, p
from members, sorting, grading, packaging, processing, distribut
:ing nationally and exporting. Again, not everything can be done
 
at once, but the rural cooperative movement has achieved sufficient
 
size and maturity at least 
to make the first decisive move.
 

That first move should be to establish at the national level

for the seivice of all rural cooperatives a cooperative organiza
tion that will start the process of identification and exploita
tion of market opportunities. Such an orqanization, while it ne
cessarily must begin on a modesV scale, should be sufficiently

well-financed to attract and utilize experts with practical commer
cial experience and demonstrated ability in planning and executing

agricultural marketing businesses. 
While the emphasis of such an

organization must be on diversified crops, we by no means exclude

the possibility that marketing experts could also provide the coop
eratives with much good advice and some useful services in connec
tion with the marketing of some basic grains. A highly skilled
 
marketing organizaticn also can contribute with respect to the
 
purchase of inputs.
 

The Guatemalan rural cooperative movement, despite its great

advance, is not ideally structured for the mounting of a concerted
 
marketing effort. However, Guatemala is not the o ly country to

have that problem, and viable organizational solutions can be found.
 
Under present conditions, the probability is that the best organiza
tional structure would be an Agricultural Marketing Cooperative

Union, to be composed of all interested federations, independent

cooperatives, and quasi-cooperatives such as groups of the Funda
ci6n del Centavo.
 

Of possible interest to Guatemalan cooperativists as a model

for consideration, there is presented in Annex A to this section
 
of the report, a prospectus for such a union outlining how it
 
might be organized and function.
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(3) Models for Future Rural Cooperat ive Developmeni t 

(a) The present system: The Compet itive Model 

In a legal sense FFNACOAC and FEICOAR are two t)ypes of cooperatives - one savings loan,
and the other agricultural. IIn aneconomic sense they fulfill the same roles in meeting the s11allIfarmer's nerds. Both provide production credit. Both requiresavings (aortaciones). Both sell fertilizer. Both hope to provide technical assistance to farmers. 
 Both try to provide somemarketing, machinery, and other services,. Both operate, with somegeographical overlapping, principally in the altiplno. 'T'here wasinitially a difference in that FECOAR cooperaiT7Vs were regional.To an increasing extent, however, FENAC)AC cooperatives are expanding to andregional sub-regional dimensions, enabling maly

rival FECOAR regionals in size. 

to
 

FENACOAC and FECOAR have become more and more competitiverecruiting small tanners inin large sectors of" the altiplaho. Wi thcontinued expansion this competition will become more intense.While each has exercised considerable restraint in proselytizing,
it is uncertain that this will continue. 

Competition also will gain a new dimension at such time as
FENACOAC or 
FECOAR is able to expand its services, particularly
in the critical areas of agricultural diversification and market
ing.
 

It does not appear that, in starting FECOAR, USAID consciously visualized a competitive model of agricultural cooperative development. 
At that time, there was enough room for two
organizations without getting in each other's way. 
 Then, too,
USAID underestimated the growth potential of 
PENACOAC, and probably no one visualized that FENACOAC would soon be developing
r~gionals 3n a scale to rival FECOAR's and engaging in t:!he sjIeo'fertilizer and noher agricultural services.
USAID did. however, as early as mid-1971. become concerned
because of +-ae overlan between the two organizations. In thewords of an AID advisor: "USAID initiaLed activities leading tothe creation of FECOAR at d time when PENACOAC was a weak creditunion movement with limited resouvcqs and no agricultural services.
Subsequently, FENACOAC showed rapid c'rowth and began offering agricultural services. (PENACOAC initiated fertilizer sales in
the spring of 1971.) The alternative of unifying both cooperative movements under one federation was then considered in order
to avoid duplication of costs and possible conflicts." 
 I/
 

A series of meetings involving AID, ACDI, and PENACOAC took
place from July 1971 to April 1972 to discuss nerger of PENACOAC
and the regionals (which had net yet formed FECOAR). 
 Neither
 

1/ Memorandum to Files by Stephen Wingert, October 13, 1973. 
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FENACOAC nor ACDI was enthusiastic about possible merger of the
 

two programs. Principles, politics and personalities apparently
 
FECOAR was then organized as a
precluded any meeting of minds. 


separate federation. 

There are clearly some advantages to the competitive model 
now Perhapsof 	rural cooperative development that is proceeding. 

a great deal of what FENACOAC is accomplishing would have occurred 
But surely
even if the FECOAR regionals had not enccored the field. 

also, the emergence of the regionals acted as a spur to FENACOAC's
 
fostering also growth-generating collabodevelopment, as well as 


ration between FENACOAC and some of the independent agricultural
 

cooperatives. 

Whether or not it will be productive to continue a compe-
It is useful totitive model indet.nitely is another question. 

explore the alternatives: 

(b) Complete Merger
 

A complete merger of the two organizations would clearly 

eliminate rivalry and competition. It also would create a single 
to exercise consilarge cooperative body with the potential 

derable buying and marketing power and to develop varied agro

businesses of economic scale.
 

It ciould also have a number of drawbacks:
 

1. Merger would be substantially tantamount to absorption
 

of 	 FECOAR by FENACOAC as the larger of the two and with 
83 	votes against 6. Before FECOAR was organized, AID
 

might have negotiated a merger on these terms. It is
 

now doubtful in terms of cooperative politics.
 

2. Since the regionals are composed 100% of agricultura
lists they are not likely to feel that they will re

ceive comparable support in agricultural development
 
from a federation that also must attend to the interests
 
of 	a substantial non-farm membership.
 

3. 	 A merger would obviously upset the fanrer/non-farmer 
balance in FI:.NACOAC, leaving non-farmer credit union 
members as a small minorit,. This would probably not 
matter if credit remained the major business of the 
merged organization. However, if the merged organi
zation proceeded further, as it shouPa. with develop
ment of agricultural multi-services, the ret result 
would be to convert a credit union fedeiati on into
 

an agricultural federation with a dangling non-farmer
 
savings and credit program.
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4. 	 The concentration in a single fedeiation of all problems of cooperative promotion, education, input sup
ply, marketing, technical. assistance, aqricultura 1diversification, savings, credit and cooperitive tinancing may 	 l)e more than can be handled with optimum
effectiveness by a sinqle management. 

(c) Separation of Functions 

This altcrnat ive would invole the specia li.:.at ion of' JI:NA(COAC
and 	 FECOAR in two distinct fields. In ih i' , I:IiNAC(AC wo lIdcollcentrate on financing, saiigs, credit , and 	genraIol coope-at i\,edevelopment. FECOAR woUIld concent rat e on tie LIeveCo0pm1er t and operation 	of agricultural services. 

Under this plan, all affiliates of FLNACOAC and 	 H'CARwould be eligible for 	dual membership in both federations.Further, independent cooperatives would be eligible to affiliate if they meet reasonable conditions.
 

The 	following are 
outlines of the respective functions
of the two federations if they agreed upon a separation of function. (The outlines are of course suggestive only -- many va
riations would be possible.)
 

Possible functions of FE1ACOAC:
 

1. 	Financial
 
a. 	Loans to cooperatives for credit to members for
 

production.
 
b. 	Medium and long-term loans 
to small farmer members for land pu-chase, land improvements, other
 

capital development.
 
c. 	Loans to cooperatives for capital investment and
 

organizational developments.

d. 	Loans to cooperatives for purchase of inputs.
 

2. 	Technical Assistance in:
 
a. 
General cooperative administration
 
b. 	Financial management, savings and credit
 
c. 
Small business and handicraft
 

3. 
Cooperative education for affiliated cooperatives
 
and local farmer associations.
 
a. 

b. 	

Directly through education departnent
Indirectly through agreements with cooperative
 
schools and other institutions
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4. 	 Organizational and Membership Promotion including 
-. Organization of rew reglonal cooperatives 
b. 	 Mergjers and consolidations of smaller coopera

tives (subject to approval of their memberships) 
c. 	 Organization of local farer groups (associa

tions or'jgnized as democratic units of the re
jiona] or areve, cooperatives)

d. 	 Camprjign to expand membership of existing coops 

5. 	 Insurance 
a. 	 On savings and loans 
b. 	 Life :InsunLince 
c. 	 Crol, insurance fund 
d .	 l'idell l)ordirngb:7 

Possible functiorns r)f PECOAR 

1. 	 Marketing promotion ar1 investnent. 
a. 	 Development of marketing programs for consti

tuent coops.
b. 	 Development of national and regional (involving

several coops) integrated marketing programs. 
c. 	 Construction and operation of national and re

gional marketing facilities. 
d. 	 Development and operation of export marketing 

progr ains. 
e. 	 Negotiation and implementation of marketing 

arrangements with Government agencies and the 
private sector. 

f. 	Development of cooperatively owned processing
 
facilities. 

g. 	Capital investment. 

2. 	Input Supply
 
a. 	Supply of agricultural inputs to member coope

ratives. 
b. 	 Import ar.d distribution through cooperatives of 

agricultural equipment.
 
c. 	Warehousing.
 

3. 	Technical Assistance to Farmer Members 
a. 	Development of effective programs of technical
 

assistance for application by constituent co
operatives and their local groups. 

b. 	Cooperation with Ministry of Agriculture and
 
other agencies in providing technical assistance
 
support for small farmers to and through coopera
tives.
 

c. 	Design and implementation of programs for diver
sification of cooperative member production.
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4. 	 Agricultural Services 
a. 	 Assistance to member coopero tive:, in opeoritig 

machinery pools. 
b. 	 Maintenance of area machinery pools and repair 

facilities to serve several cooperatives. 
c. 	 Distribution of production and marketinq intov

mation. 
d. 	 Development ol p 'o rams in animal lishandr,, 

supply of improved stook, etc. 

5. 	 Agriculturdl Education. 
a. 	 Directly through Comi ts \ , rfcola,; of coope a tives 

and constituent local grouls. 
b. 	 Indirectly through -irenements with 1( ri cuT tulrn i 

schuols and other institutions. 

The plan has obvious advantages. ach fedoration co ld con
centrate in its own field of expertise . The totil range ot ser
vices available to farmers could be extended becatse they would
 
be complementary rather than cluplicating . The two [ede rations
 
could work together rather than compete in attractinq membors.
 

There also are disadvantages. It can be a rgued that a ,ody 
with two heads would not know which way it is going . it a -I;o 
will not be easy at this l)oint to make major structural chanqes 
to achieve separation of function. And, of course, if tlere o,.s 
not 	exist at the moment sufficient rapport between 'EN\COAC and 
FECOAR to enter into further limited joint arrangements (such as 
joint purchase of fertiljzer it becomes difficu-It to think ofrnalor 
joint efforts. Nonetheess, it should be pointed out tht: the 
two cooperative associations would have substantially the same 
constituencies. 1/ Joint meetings of the two boards of directors, 
both responsible-to primarily the same cooperative~and both in
terested in assuring that the system worked, should assure effec
tive cooperation between the t:o managements. 

(d) Hanonizarion of Activities 

An arrangement to harmonize the programs of the two federa
tions would accept the fact that the two cooperative groups do 
the same things. Thus, to some extent it would accept a degree 
of competition as a good thing or at least as unavoidable. It 
would, however, endeavor to minimize points of friction and to 
build some necessary bridges of collaboration. 

In order to minimize friction, there should be some agreement 
as to the priorities each federation should give to promoting new 
coops and expanding membership. Such an agreement might include 
such points as the following:
 

1/ 	FENACOAC's would be larger because of urban credit
 
unions; on the other hand FECOAR could have some agri
cultural cooperative members that do not deal in credit.
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1. 	 Vor thr future, LhIC'ild wouId give particalar atten
tion tLo 1. Ji Al ta!_toPotiu,uruetenanrjo , -3., 

b.2ija Vciafpi -- aai ar.yir; ,,rrQ it is stron'; . in 
wtiio TroT', , !fort:i_, ri,:.'1 d t dovev lop c o '-tives 
of ];Ji'g.il :i.:,: aril wirder' .;,.ogr'ap,:ica1 scope. Lf.CQAP 

VJOI T'1 L ' H I 1' to 1c ' r, etmr Itr 

2. IL ,Ai w'> ,' iv. *.I'ir t/ a tt.ntiori to ''r, i''' re
ll,H .li-, ;.t .. 1, and EL ProresJ. 

I A rI f i i tt.i ' r ) t: c regi ona 1,i,-,1 r ot: oca te a 
witiii r:].lr AL -n cxi:t:rs; a ffi-Vt , [ThACQiAC 
Iiat,. t'I;;;:/" )Af ..,:o., i' -,i riot V, promote i n th ese 
dea rtmerit,tmtt :lon i $ytrerrlti :n and support 
ex is: ir,;l, f i iart . 

de~pa tn'lfrlIj Id( considered tile(lt. ortl( iVelJ O 	 in future 

in hui 1din,j b rid jo.s oI col labora tion we would suggest 
three areas to wic thV could ,iv2 joiLt consideration: 

1. 	 'Tlit d,'v irn t O fI I ill, L' ,ed system-s of pr.,vidinri tech

riceal assistarce t:ti[ 'iembers. WIhile each wouldt(o rC 
opei,ate ind(!peIditly, they could tbenefit by exchange 
of experience2. '1'Ty coul d also work togecher in ap
'oa s to 1)*T(GL,:;A for tie suplport of -joint DIgSA-co

operatlive tecliiiicanil i sstance Iroorams described 
elsewht_,_ . :in tli.i.; r t,',out.
 

2. 	 'T'he dove I oinrnm(nt of inirketintt aind input supply pro

grams of national scope tilat would be available to 
cooperatives affilliated with both federations. This 
could be along ti1n lines of the marketing union des
c ribed elsewble r (Annex I[, pp. 32-) 

86
 

3. The development of progjrais of agricultural diversi
fication for small tarlers linked to the technical 
assistance ain( ncr olietini describedil'oorams 	 above. 

A suit able toI-rm Ior such colliaboration would be the proposed
 

InStittltO (;IattClluIit('Co doIUFomleto Cool1&rat ivo. Independent coop

erat i\, OICt IincdacIC19T- d1 (ent avo also could he represented
 
in the study of these plroblcis.
 

(e) Ant ex)perimentcal approacl 

As an extension of the harmonization approach suggested 
above, I]NACOAC an-LCJAK could consider the possibility of 
selecting one or two departments of Guatemala far a joint pro
grain in wich they would co;.bine to form regional cooperatives 
with joint affiliation to both federations. In effect this 
would be a testing in miniature of the feasibility of the 
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"separation of function" app)ach ltse ibed above I the eope ,iment succeeded, it could be used as a ;~ilttern tor tur'thepr deve
lopment. 

( f ) Qonc lusion 

We 	believe the position ot AI :Auu to elcop lageI be 	 ['j:NA('iAC
and FECCAR to consider all o- these a lternt ives; ut not tO attemlpt
to force particulacr o1tions .A , an, howOve', p1liy a ons ti ~1
ive role by cont i but inq to bet te r ti n1lloi'r ;t1ndino betwet,'i ttho t; ,N
federations,. n parlticular, it ";iould ue its o, ,Ioff i'es to en
courage a solut ion of 	 the current lert Li',eu cllt'rovr.s\': th'rollqla mu tua Lly Acceptablo CL'!L'uatemo li ilV'bit at-.r i[ 'orLit t ilinq
is not that the tederaitlons; work Loqeflfei it.at,iv*(,L lnt: tha t
they develop a mutual capoicity to .ork toi0(th2i' oefetvely. 

(g) Independent oopeatives anLd the l'un(ici()i del Titavo 

The 	 above discussion has been essnt joll1 in t:er:; (I
FECOAR and FENACOAC. There are, ol cour;e, other aspect.r, (Ifthecoordination of 	 rural coopera tioe at~iivit Los. The potent-ial. it:ies
for 	complementing pro( rams LlI 'un Idd (10of I ri6n ('en t,V w0iil
those of cooperatives are discu:,;sed 
in Volum I 1,eI etion V, pJ).TN)
77. ftentialitie.s for coor(rinatinq pot ,urn; wi.t:tb' [,port t( inde
pendent cooperatives t-ith tho!;e of cop)erat:we I e'U!'rat, ionl; are dL:i
cussed in Volume .1.1, Section VI, pp. I02-1I 04. 
(4) Proposed Ins titu to GuaLemnaiteco do l~umen to Coopera t:ivo 

(a) Description 

The 	 Government of Guateiuila is currentLy givinl- considerationto the establishment of an Instit-uto Guateuralteco de -omento Coope
rativo (Guatemalan Institute Cooperativefor 	 Development). 

Functions proposed for such an Institute include:
 
1. 	Promote the creation of all classes of cooperatives. 
2. 	 Confer legal personality (personalidad jurfdica) on
 

cooperat iyes.
 
3. 	Promote cooperat iye educat ion. 
4. Supervise co)peratives, audit their books and super

vise their 1 iquidation.
 
5. Provide a meins for coordination between the public


sector and the cooperat iye movement.
 
6. Coordinate internal and external assistance programs


for the cooperative movement.
 
7. Promote the integration of the cooperative movement.
 
The Board of D)irectors of the Institute would include both
representatives of the public sector and the cooperative movement.
 

The prestumption is that the Government would have a 
majority of
 
one 	but would not necessarily vote as a block. 
The 	cooperative

movement, however, isproposing that it be given a majority.
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It is anticiIterd that legislation to establish the Ins
tituto wIll be enacted during the course of 1975.
 

(1) Gorrurvnta ry 

We liey,, 1, tr _ruosa!I to establish a cooperative
 
Institute [s ')()d ,)hr, for, th re( reasons.
 

I. 	 It will lring t:oqret}ier in one place the existing finc
t-ions of G'JG in promoting and regulating cooperatives, 
which atr'. cur,,2nty ,scittered among the Minist.y of 
Agricultur,, SUpe r int:ndency of Bnking, and Mi- istry 
of Economy. This wil make it possible to deal with 
the prob] ems o: rur,-l cooperatives (which arr partly
credit unions aind partly agricultural coops, though 
performing almost kdentical functions) as a whole rather 
than on tie basis of arbitrary divis-i.ons. 

2. 	 It wi1ll ptrovide a f ramework within which the various 
cooperative federations and other groups will meet re
gularly to discuss common roblems. 'his should tend 
to piomote col.lahoration cmong the cooperatives in the 
achievement ,)f common e nds. 

3. 	 It will, provide aj forum :in wjhclh cooperative organiza
tions and (Goverrment agencies can work together rather 
than a t cross-purposes in developing effective programs
of promotingt and re-ul.ating cooperatives. In many coun
tries in latin Amorica threre is little or no cooperation 
among Government agencies and cooperative federations in 
the promot:ion and development of cooperatives; indeed, 
there is often - silent if not open warfare between the 
two. Working together in a common promotion and regula
t.ry agency offers consideral]e promise of complementary
and more effective use of both public and cocperative re-
SoU rceS 

We appreciato th at an o jection could be made that partici
pation in a quaSi-governmental organization could compromise the 
character of the cooperative movement as democratic organizations
independent of: Government control.. However, Goverrnents inva
riably regulate cooperatives, and the participation of the coopera
tives themselves in the regulatory oi.,anization would not sub-jec t 
them to a more rigorous, torm of regulation. Further, to the best
of our knowledgeJ, the foniation of quasi-Governnental organiza
tions of this kind hias nowhere been used by a Government to suLvert 
or destroy a cooperative movement; in our experience the methods 
chosen are either repressive or involve Government sponsorship of
rival cooperatives or similar organizations under the government's 
exclusive control. 
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The ireatest darier in a quaI-II:,vervn Vnt z',m,*t!iona and 
regulatory agency probably lies in tlh ri:;.k that cs ,tabl .::l el
cooperatives mi oh t theiruse 'os ii n. ,,a , ,w,,P th( I 
trate the ofoanioatiP,etu Pi vi'15. Ita o' Vive i.; not likl,
however, that cooperative iroupis 'n nohich-7 	 ,I I hv, :;tl,
differences of opinions menq t:>rm; 1 ' 5 - - O011d1110K1' r'mrn1t 
cause on such a :natter. 

(c) Probl.eis tiiat IIn Fnsti t lit, ' ld l ,,i t 1 K,,so . 

We believe in pa Ptictil-I L thPIt t,I Vt'tai,.,,t ii tO 
could b eIf:fective in conti-i.bu tI ,; t. l ti n :;(om ()t the
problems we have identif ied in t lii. ;t-ti(vi :; ,'l'vo -, ,
future development rural- ii (niof uoi':I-V i.,s h t'JIv, iii. In t-his 
respect, we would su goes t ,;1, imulp t thattil, l *'i rio lli it:,ins
the 	 Institute mii.iht: plac, { it:; . ;l l: 

1. 	 Encouragement: of toLz, lrt:o,,ir t:i ii ci sina I iofhIl),Pdl t 
agricultural. coop)er,-it:i.vos i.nito t-I .Vlie d tn:oI 
cooperative ;no',.,'enr t- throlluI I[ i"Iti ci i 0-II i ol( wdy 
or another, on ,n.tual.1 'y , ,',abhI trm:;, wi%, ,7n1
01 
the federations. 

2. 	 Redirection of tiP'r, 'ieiat P -un ,cI I(JI A t,) J,PO
vide technical if-,sistanco to 0.OOlPctVi; .lon; line s 
that would serve tih best- in trr'; Vs of r'oo f ,pati iye de
velopment generally. 

3. 	 The workinj out: with tip Minis llt,t 'V; r'i (21 1 Ir of 
a joint Govern(rent-coolpra tivn, f)pop01n (j providiri
technical assistatice to local r')ups ,)fC.,(iJprati.ve 
members. 

4. 	Coordination or ha rnorii:ation (A t-he coopera tivo de
velopment programs FFACO)ACof and I'ECOAR. along lines 
that will expand the alvai iyt: ,serf:i v.ic,,s to grea t
er numbers of farmhers rati(e than x laust efforts in 
fruitless direct comlpet:ition. 

5. 	Development of transitional, prog ran whereby bene Iicia
ries of te temporary sul)))rt programs of the !'unda
ci6n del Centavo and other r)rranizations can pass nto 
a system of pennanent multi-servico support. 

6. 	 Rationaliza tior of tle projrams of' CLWNCACOOP and EACA 
and other measures to improve cooperative agricultural.
and 	agribusiness training for cooperativists and for
 

http:C.,(iJprati.ve
http:conti-i.bu


1'f , l) t- and others employed 
by' 'or wW r i g ;:i ti: t'ierI_:") (ipe r tive' iho',ef:ion t 

Cd) P',s1i.i It [e: , rrr" ,; , ir.T.al, 

:.u ~** I ' troJ': //~) I I f,.1>fer 1rovide th ins
t 10 Jt l~ ,,. r :II,!.,,i . 'J < A,.Jl,' "1 ttfL,.' ;. it u~ o' thu i,( a to:m -I a n c oo eri,/ dt iV. 'i,'fit ',l 1.'I i'".',' r;in t p'sjul, -'. V' in" ,I',er 1,' 'ua t:mj

4,, ]y j 0 fii1~1 t '' ,P " '' , rI . Iri whcspe_:tiw :iCh Sf,.
,'i iC'i ,,;i ,l !idIll , ! )m I':; I .) l ), J)it'tiC'I],gtr'y 1e12.0f:u. The
I'Wo ) I i l/nj' t .' i ii I " ,i r' f ec'rn l' - s i ta r ind marketin 

'0 it r , , t., 1,-, 0 il'i0 : i j'ztw ric , ','' would .s pps t tit 
iIDI' l ) Wi IMr' to pv, 'id,'r" t1, ' )0 i( t.ecliriciar-n for - ], i.,
( w)f 't/,I ,'; to ,,,;)]['.rL Wo 'ithl' is t:I totc ( 1,1d thi rougi t-Li Fnf iti ote
WITtht- UiriL'" of A';-r' tarl th-l- ,i(n n'e"siective (-'OO'Qrt-iv'r
fider,. ltioriS) ill tii', or'Jrvizaton 

''II 0011 ',," 5,'',t,'.:.; ,f .1')i,l-r'HVJii t'.c'li1(-i21 


I'i1n .rid Of efficient cost
*i1ss t crc t-) c(O[p r-itivc. 

1,. ' i i I I, i' :, 

or'ku tinq, the 
leai Iriil cl,Iiil tit, dev,]lojnerit: of an agricul tural, markoeting co-

Wjit111lesj't to a H lIstituto were to tako the 

,Ol', v-',iivinlnLi ' 5si!;s t:i c o I rmi Ail) cou-Ld be along the lines.. 

; nidA nn''' A to) t~h sect ion oI the report. 1./ 

WIDI) cro;ild1llmake '.;Oml., :iehn t[lcant c ontributions3 to programs
of1 the .1lnstt:.- to [ ti' Or and related education. 
Thl.; c,ii i i:i1,, t i, ,' i nlcilde1( tie prOvision of scholarships,

i I :;ui t, i.,i) :l5 Q' for study ct Paircona, by youths:s (i0,0op)el 
~se 'C't4'I I y (oo;)e r,-tv,.,s on tie ba sis of thl r capability and in.
Lere:ot il work in, w.itt or tor tin cooperative movement. 

( f acitet',nc ,Iici K e Ii t: S;t t iu'o 

'The re is a .er iots ;'e.:tkness, external to FEN,\OAC and FECOAR,
iu the C(h tem lalan policy st rtti, related t.o sm ii farmer credit.
Ile cooperat ie credit systems are private sector in nature and, 
as sich, must pay their own way. They must cover administrative 
costs of lending, col loct oi and had debts from earnings on interest 
rate spreads. It appears that the rederations' spread will need to
he at least 3, even as voltimlo increases, and affiiintes mst receive 

orr mre to -over all adm inistrative costs and reserves for bad
debts. Ihu::, thc total spread over co:;t or money to them must be9 and the total ':ost" of the money to Sinail anirrs will run 
12, to171. 

I/ pp. 82-86 below. 



"he t; andJ e ly e t

small farmer credit progratns executvd by MNI'S.\ , ,i (;((; ownW

development bank. RANDISA in a iO 


.,l i, ma re lai h'I n i inestments In 

-Iubs idi 'ed organi.at ion
that eInds tomiey di rvct lv smal I taiiie , it coicess ion I 
interest rates of K.,and 
 '. Ihis si.1,,nifies i, sub:;id' of ,

t %75% of the 
 realI cost of mone' unhdcr OiMttMIll ouiditt ions. 

The publ ic t re;isur of the t(; pire,(itpi Si, I iivvest Iiig eve 
increasing aiiim unts in ex)anding ,l)AI, \ pers )nii I and in- ta I!a
 
t ions1 to provide nlvre aLd mlole' SIll! I withii
i'Ir aict', to t hisubsidized cred it. Ihe hi wt or or devvplopnwint bank si II f:irmer
lending in Amer ica isLa t in (ne of hiyh had debt leveI s that aIso 
requi re publ ic t rasilrv ib I. i es. 

'FIrthe'iioI' , the I)I(VlI\ xten:ioni st serv ce st a tf I hb , ing
increasingly, util i :ed to perform Ihoaii adm iliiistra ti i xe wor'k fo r


BADXN)IiSA:, includin preparat
ii ion of Cairun iplans. ltANI)LAm;i I
farmer borrowers rece ij their services tree at subst aiitial cost
 
to (MG(;, whre'as ienbe rs nat i ona I I y rat v
of !el I t)oje r; I i , s pay
for such seuiices in higtht r interest cha'rg. 

The cooperative t'Jerat ion c red it Iog ra,,in. may fin d it u~tremely difficult t hold and expamnd i1h' meunthrship in the faceof a public credit subsidv policv. If tt ( ;al All) serio:;iisly
wish to assist the cooperative crudit iovenwt in (iattuemalai, t hey
will examine their concessional endinsinpl iries to assilie that
the burdens and bene fits of that policy fall equitahly, and that

what provides a temporary slight cosi saving:; to Mtie 
 small farMer
in one instance does not destroy the infrastriuctu re by which that
small farmer has cont ined access 
 to credit, and, mre important ly,
to other needed agricult ral services which a cooper;it ive imeiiient
 
can provide.
 

'There are adequate documeintcd aa lyses demoulst rat ing

false benefit derived by 

the
 
small farmers from publ ic subsidized 

interest rate policies. It is important. that the (;0;, the coopmovrent, and AID use these an;,lyses as a base for a :iibstant ivereexamination of existing BANI)ESA polici s. In any event, to the
extent the Government siubsidizes initerest and loan administrat ion
costs through BANIJESA and 1)1 G>SA, it also ought to subsidize on an equitable hasis donelending through tire cooper;it iye federa
tions. Although there is no information available on the .total 
costs to the Government, including bad debt:;, of' BANI)IiSA d'irectlending to small farmers, we are convinced that tire federations

onsiderably more cont-effective. Ihisare is not intended to
imply agencies or to lessthat GO( are have be cost-effective 
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than their counterparts in other developing countries of the hemi
sphere t h prob] e.m hat llos t 	 J./he i s onet exi s! sa everywhe re. 

The I:1daci 6in dI (en avo is also lnI ring money to nall 
farmnewr s i ra I t iroderat] y URdC rcut t hose cha rged by FENIACOAC 
and l:Ji:QAt . !1 ,'Ooliv,.s. The Yeason i is able to do this is not 
that it k ', r el' ici ci r'i1 hithe cooperatives (though we do rank 
it 	 a; vqu.ally eficinti! ), but rather because it rel ies on donations 
to0 	 co(vr IUP ad. ini.iI rat iv( cost; of lending. 

We d not ,uggestthat al] itrees! rates to all small farmers 
in all place; for all iIii)Os5:w, nholild he identical at ali times. 
But we (1I '1 i 've tha It here -;houIld he ruasonable and equitable
reI ioishilp:; aitnhr, rait's and levels of subsidy so that efficient 
lendervs arv ahI , to compete. 

We are a Iready r'ce iv inid icat ions in our smal1 If anner survey
that ri ,:l III NA(:OA :, Fl:.(C()AR and Fmdaci6n del .entai o members do not 
yet real in, that lower irnt-rest is charged by BANI)ESA. Among those 
who d(o, howpv' r, therie i s great disconiten t and both actual and pros
11c ive los; of rureirbe rshiP. Somre indications of intentions to switch 
f.rorrm coopIer' ives 1o the Iiundaci6n were also noted. 

(,) )el..i1!1 el_-, ad l)cBad t S 

Most cooperat ives throughout the hemi .phere that are engaged in 
the provision of credil wolnd agree that their major proble is to 
coltro lhe rat c of de l inquency on their debts and to reduce to a 
miinimum t1i , p, lrcen t age of loans that must ultimately be written off 
as tucollli ile.vt ooperatives in most developing countries have 
been under i cloud for years because of the large numbers that have 
not handled ti r own indebtedness, nor their loans to members, in 
a responsile hr siness ike rniier. Ibis has resulted in adverse 
att itudes on the part or both national and international lending
agencies towards cooperatives. tinforttuatly, this attitude has 
been prejudicial not only to cooperatives that do not merit credit 
but also to those that have acted responsibly. 

FENACOAC, FECOAR, and Fundaci6n del Centavo all fall within 
the responsible group. There are also some independent coopera
tives in Cuatemala with equivalent responsibility; with respect to 
others there is evidence that loans can be extended only at great 
risk.
 

1/ 	 We do know that DIGESA administrative costs in its prograa to 
assist independent cooperatives are 23% (exclusive of costs of 
services provided by AID) of the total amounts loaned. 
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Develoilnent hanks in ILat in -Amnerica havecontre!ling delinquency and bad debts in 
simi Iar problems of 

their loans, both torura I coop.,rat ies and to sma I I farne I'S. eCWhave sat i 5factor'y
records in these respects.
 

To the extent pract icable, we' have collected avai lable informat ion Oil 	the debt .col lCct ion rec( rds of the various inst ituit ionslending to rurIalI cooperat ives and sin.a II C, h'.;i iIHI ('u1temala. Th isi 	 '"... ion is presented in Table (IEN.--o.
 
From this table it is evident that the EIndaci dcl IUnavo
has succeeded in achieving,the best 
record. It is entiiled thigh praise for this, partictlarly when it is cons ide red that itis 	lending to the most marg inn I fanlers with least ability to repay.The fact that it does not reduce its dclinqueric rate by 	ext(ldingdue dates, a cordnon practice amnongi other lenders, shoild ail.so benoted. The Funda,:i6n's metliods, incliiding the t cli i ,uvof leinding to .oint borrowing groups,; , which has also proved s i cces.1fiil

other countries, merit study.	 
in
 

The statistics also show t hat FI(X)Al has ,igood Irecord:ENACOAC: (whose nunber and 	 ad
variety of affiliates invwolves agreater problem), a controllable one. Their results ai, som)ieWhalbetter than the slatist ics show becalse both the fNderi Iions andtheir affiliates mailnta in sufficiently high rates or iniere.t to
cover ajreasonable proportion of had debts and have eslabliShed
some reservles for bad debts. We thatreatr these reserves for haddebts are inadequate but 
not 
to 	the extent that the viability of
either cooperative system is threatened. We 	would, nonetheless,
strongly urge both FETCOAR .InId FENACOAC to develop more Coiprehensive systems for the ,malysis and continuing rcvi ew 
of 	delinquent
accounts and the adequacy of bad debt reserves, both at 	national
and cooperative levels.
 

BANDESA shows the highest overdue rate
as 	cooperatives do, an It does not have,
intimate relationship with its borrowers.
 

1/	The BANDESA figures represent all amou, :s past due while those
for Fundacion del Centavo and FFINACOAC are 60 days past due.
This does not make as much difference as might appear since
few cooperative farm loans became due before the end of the
year. 
BANDESA is also believed to be the most liberal in
granting extensions on loans 
-- certainly than in the case of
Fundaci6n del Centavo, which grants none.
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Neither' dlc. !oADL.A arni.*It ' pvc:~;dCAon 
len,4inqr to ccoporii I e.; ad -,mo-..1 1 11ddtanItji' a1 tve r I'vv 
on the Loverri'men t-c' !na1ie 'ieod i t'; ~; ,Ihave th 1P0:10li Ie
Or ifloCeIl i%'S t:0 hipeI'd1%Ii01V U t i i('IC th '0 \I t i\ V' ,l , 
sct'a1i !am~ pr\'ui invnz,: HAN1I)1A 'z:10;AWe;t:I' 11rlcendinq 
thos~e [-L ::ke'q to P'o:ihevU~~i otoeiI 'i.tii 

CCI~~~~~ 1)1;i:. PCI 1b o' ~ h ~~e it i' 1,fl 1U",iI've 

it s ,:' IH': I IU . t hit! 'pA i.t! 'S t,. I ilt ) Ilk\ 

11o0re eqlLi.tLd Le us t o C tJt- hu:' U el tojitn IttnIt, 1':; o s:IlInIu.J 
ia rn r which are the coope rciLive 1; Icoiis :1 lld tho 'u dedt pd 
ci~n del Centavo.
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A I4 11 , X A 

_lrIectus; Ior, , Cooperative Agricultural 

M rk:t~irir;Union 

-1l 1,pos 

ie'P1 purpOse f an ,Agricultural cooperative marketing 
union VKAI d fit, 

('1,8 ib i of 

I 'uit,, v'o oth.l.(!. ,ill'1 otlo r' '1Ii 've)i0 i(] ,lu--tfI 


d ) t ttofly th Io i.ty [rojects for the Tik3 rketingl of 
I Us 0 tho( 

lillIoIr)!'; of ['I r"1.] U iVo: AndO('Edf nier] ii ind s:,or: t Vn]; both
 
into r'n1 . dPIll (o'!x
Lerl lIt ; 

b) to !,tudy 1f iI LLi, of Edcour,.-_tj etvt~ly 1)atw(j)fd kag ing')tlif)) i;, UJIIIIi.LWJ, t ro, oz'.iiq , itr otlhur fcil(l0(-y(r'Atn i ll itiejS 

to 11.1 r.IAI uI )I pi I , ( 

(C ) to f ',alli. '111f o10.12,ate tE.)jl lacilitie;U f demons 
ti i o(l I ( ;-11)1.1 i-Lty w1 1ich (AllI b(! Uef!t Iiciently ca vried oi t

by h(., unioll 1 , tiona. orpjdrl izdt ion to 80iVe the Eural
 
COOpwradtive llOVVljmI-IL r; a wilo.1e(;
 

d ) to p ~,Uv~h ,~I !-8t:ar('e0 i; l,' , (.,rd tu in liv[-dua.1. 'ooperativeIl jutL':tor-; ('o' m i w'. , ,]d.I rmtt i hton8 and,drlJ I td 


d 5so i t.-iori. in d(vi1 opinq -ii ma igin i ia ,ket:ing projects
that call h108, o I i0itnt:Ay Cdrried out atUi fleration or local 
level"; ; 

( ) to woV,K WitdI' iier,L c:oopeidtiv_, and lavi or(idnizations and 
other U;AUl ,J.LLn i :; ti tutiois in o<teE to :[nc ,Lo the production
and iml)rove thl (uality 01 _Uj1'icuJ.tural pnoducts for which out
standinj mardket opportunities hiave been identified for small 
farmer coopevrativo and a.';sociation members 

Lega l.O)jan i: U i.on 

A coopret\tive union under cooperative laws of most Latin
American 'ointErie8, is 't second degree cooperative, which coopera
tives can join in addition to their priwary affiliation with 
a federation in their economic sector. Such unions are usually
lo-med to provide specific -services. of which jmrketing is one
of the more important. 'Temember coopera tives of a union may be
either first or second degree cooperatives or a mixture of the 
two. Guatemala's cooperative law does nct spccifically provide 



for union, but doe,; nut p!,ocLUde them ( noeithI' dJoe:; it pt'0'\ite
f or cr pr,. ude :eerdin t on . 

] 
c':c; rst!;hii c¢, a n.i r'tlketi i~v ru~ion in O'ud t,,,mltl~ u'.~ ,,Id 

OXPeCf t2' 
 A of iIt~lII:A 1(1 Vi, -P I Ii I 
ox t o..a ti;i. t tijtje 0 1,1 t't .. . , l' y'ck iUire:t u',<l il<I t' 11, 10 11l~l ; I i ill i 1 V tIrr'i;lr .llic'lIo t.: . i -11hat: n >l ll :v''~. I I lIlt, ln j. i'il I~fl ~i - -l 

Ii Illr ', I j!<l {..ii :, (ii vi t ' 

coop rai 1 1'n , I,tiI i. i 'i I' I i I, Ill:.c l d il, :.o l, I,'fl toe I in L .iot n tU."5L IIII ,. <I I!I I i i ix' )II.,1 I t, I Ii t it,, 

(F:uAcl Wiktav. 1 V tvi I 
A r t. (IO iat iLUI)P i-L l i .,v .11!.(t' 'O il i ,hIi, L .' ,I .)iUII( 1,1 . u, I : tiC1 - i tFu la i i-ve16 11i l( lLI - )I(,lt I iVr' t ,th I ':.i , ,I fit
 

f~l_,l~r., llli~ tlt
.lt> t.'ol! t tc, v< ',110i~ , 1)"v lllt i I1111i.t> I h,a veto oarn colitinucillg ,]~~ o t7 v''iil:tzv.',. of 
 . ,<,li:,,
value:, 
 It ,,.t Ilc-lVe tI, 2V ' 
 l.the l lli] C ) [('' i'w . 'l ll'?
 
of COltrib lt-ionsl.ll'ol hih '(I ['11op).t; ) , c AiAitI u ,t, (,. il i 

income, Ix IIIItf 
 01 livi inI 

i L tr S )11(2111)(2II 1.1 i.j %,C.t1 ,l .i; t L'0 11:1 u1lly 0 tJ-ilo 1 1 r' ('r i rt, I,tiyes ,Illd Cj its j- COOper. itivi,:;, L 1111 .Oii i t: 1hLawihvb' .) D11I.indlividi1I- I u, r ; ; (IICJ-u( . rilith :;-li:, t'n 1t,.[ O li lis it joni0l
work that ,sCl acllaet~ y(_IIl y LLnt'I i I The e'Xi:;t ii; r )(Jiperitive grous would I)M)Vi.(oe t:h iilfhlbQ;V-ii) hae,,; the unIl(ons;
function wou.]] be to se_-rve the ( ji, 

Meth od of ' praion 

JDiIriifnq its; initial. oni o(r Lo y,,ra'; ,1a ma rketinrj illiOn%.,ouldhIAve to operat prima rjiLy as a study grou) searchingout marketing opportunities. IIower, it JuJ.d have the veryspecific anrldat, to give p)riori.ty t-o th(e id(.ontilication othe soun]cs t daildble marketing opyloaiuniii(s for sma...l.
fa ruei, for liiuediate deve.Lopment, It_Lthe(Asri cess,, 
 rore,couid be lfaJUtisu t- of ..; aODLi .1 ft2o rft-ofO 
 1-'Oy( 1nic ay-leeIesta .Lisi (u2ucc is<I u i. ine , o r' t i.oris i l 0,1 _rative
 
rrorket inj.
 

As the irkeLnge In )tal)shin( businessoperations, it: woujd be (/Xpectr to sllow a nd t incomt ( excerertes) which, a(<;the organization gairwdll strengtl, would be 
expec ted 



inc res ifigly to i:irlice ,U]It i.ondl- (klve,.L-opment costs
in identilying lrthILr 0sOo),rtunite!s. 

The mirketing uiniori wioLid jrobably also have s ome incomein as istllng indiviiiua.. coops to deve.op .Loca m-trket-[ng
projects. 

http:p)riori.ty
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Si i-iervjor' initial objective ,uld be to create a

co,/,er t V, ii 1t. woulj f inar c ia1Y and
:te,r'. t:r bc viable 

with in ,Ir.:.±oii, ,:tim, .',!.LI -:upportina , it: ,euld not be
 
fX) Sibl,, or. oQ t to pre-eViQ-r t h t Ie to
Itbcior, riodities 

which it: Wirmi d giv [niti.,JI. a-rntion. However, the follow
inrj ar(! Iik -,/ produc r it:, :
C, ttelttor 

I.. AIpI':'.,, pPJhh', , f,,,' r_ an,I avocado fir" marketing 
r'c r ,i in Guito: i %iI1(1 (j,.nt America, and the 

2. Canniri of Irj it,, JaU juVices for domestic and
eXport rii, irket. 

". GCa I 1-, ifd i: p[>.r'ticu dlar..y of (1u1i ty "or 
expoLt :sal. (Is" ibly a.so garlic powJer. ) 

4. Aslparragus for freslh sa.Le in Guauemala and Central 
America (fresh whLite asparragus has good tourist 
potentia.l ) and for expurt fresh and canned. 

dom.,st and 
expandable into Iak.,,ini and mjarketing of a .Line
ofidried beans and sirilar produc ts under a coop 
brand name. ) 

S. ,rnt i i lo ,r sal.e export. ( Is :,ibly 

6. Honey for, domestic .;ale and export. (Requires no 
land and ..uui I complemernt an emphasis on fruit 
lpr'udu('tv Lon. ) 

Personll( .I. tqu i[ e u i s 

The ;taJ-f of such a union should be individuals with 
spec if.ic comunercial experience in the marketing of food pro
ducts--eslpecia.!ly individiuals who have been identified with
hiqlly profitahle and successful privte firms (and/or coope
ra tives ). 

For the initial year, it is suggested that the staff 
should inc.lude d lull basis foreiJn andon time one technician 
two Guatemjrklaml (or, third country nationals). All three should 
have tie type of: experience described above, at least parta 
of which -hould have been in or with Latin America. The full
time ,taf should be assisted by short-term consultants (pre
feivibly of their own selection) to provide more specialized
expertise in conducting feasibility studies on specific pro
jects. 

The permAnent staff would gradually (though not entirely)
 
phase out of the feasibility stage of the project into actual
 



business nanaqencnt a.-, pixo ect:; were dvt elot,ed.I Vl'meit
addit ion,,, to tat 'u .I af iljt a j!)t ,b Iic-tatetd by the re
qu irrement: fI bu itn,:: ,,, t i 

Finanrcial lu.i'eenU I 1'o jt 

a. _.",.: hr io .t. a::: i.:, taiii: 

0 ! OW, 1114,, I I i..D, IIV ii:t..i t t 1_1, L pookLbi
I•nica - 2; : t.. t '''i' til,' I i ht I iV, Vt' '; t ile J1)l'(


ject, ''tT I i111ld n. I 1 
 ate i,, i i'l I , I ,: :, ji ol liil
ing SOC r2 t li I r-i elI i.C', (I't I,.(,: . 

Y: A il,.1. ________ -_______ .1
 
1 U.S. Technician , M7 7,),
(7 -7 7,7)T17 T-777 

2 Cuateilan or
 
3rd. Country Tech. 3M0,t )0 i I.(W,1)0],
( )5 ()01) 10,)0o 

Short-term con
sultants m5), , rO() iL,100m(1(140, f)]10 2,,1001 

J40,() .1 15, 10U .11 00O0 ,i~f) ,000 

In the above e, tiunates the Jo)1 Lowing ,.u'rlf)li on:. ae
 
made :
 

(1 ) that one ful_- time e p1ia ;e(t otit:American canvi:om he 

in the fourth year;
 

(2) that a par;t f l tha te ],ll i cn iaej ; wi I
begin to be paid out1:, of lhu1r,!.nP22 opt'r'ati.o. 1,NJgnning 
in the !0corlid y ,I,, '; 

(3) that a part of t (,0:o..: )f :;hort- Len (on:IIJl.nL2 ('in
begin to be thrArge-I ,(ja rn:, L 1112 noe,1:., opera Lion:. (i..e.,
as busiri.s:, n,t t'.tOf ori )( vat I(J, ,,xpn:,., ) beg in
ning in the (, )!lI--ea r 

b. I~p'..l t,, lo, 

Funds 1ot tlt : .I :,I(lotien t of marketing )ro ject,, of the 
union would we i 0d All) lillJ.apC)/ Q:,Ulqp- by and COG t iough
loans on coric.:soL,. term,."Thee Joans ;hrul(J be? subordi

coluerci,. fans -o.nate to for' .t .l east porti.on c mirk
ing capital., WhiCh siloul d. ,soun; : i. om nomal (:ont, r'Ci,7J. 

http:porti.on


5ourcew. 

I t i_% I 1)i, ,o ,',o t. At ith '. , ..ir.Ly :,13e the 
(11j1,0ta:11a ()f 1;, l ra 'a' it, ',thil 1 _ji-, , i 1.ible I or leveloa
rr:rT11 iji :lr , ,t Ia';i l~ , J.!? ', ov,'r t las' Ti'/I I i.' a,!t: . ,_.'ly 

" fij i t i',II l . Iii ! I I ' ' " ' i r;: V' t .l' ,.:it 1J 

IlIJr'' f! r. Ii'p r tura A' 'la"cI;,fIi Iaf . ,ai PI t tal' I 

ni v,% VA I 1 , ', i . 

" A '' ,Iii, iI 7 t. i5:1; j 0qt,.yapP I .2f tit -)r' irocIor(, 

aill'is'zl a ial'..!, 1 I V '.ill 'd ,i-, 1: ' t ', 'Vi. 01' la'i I i(A,;ifl iiTV 
5)! ,J 't ' l iirali o l lJ 'I) j!" ''Ii ,a ll ;91 l, !,;,: !t~ ,] ll ;,~ ]l1±5l a 
hL. ito vil,', l p, ' 'Ii,i ta <i a i ,i aj tr u!'m rf',',! l t .o c2 tt I'/7 . 

LO I inaia' , i i i I tUira I prAllt i i " i ,:iuu at . t i ,. Lal'! 

Slilar', v 'n ,'rat , ! iti (d' I rja . 'Tl 'I .i ',,,'n l! I Mt ,r It-r t. 
r 4',,1l t I - I' I i t-/ riAi , A f,i t: [,I al in) nui , . ( A ia to 

W1. fl, kv, il :l i!, '..,il'l A~ifl'j I ikb'2: ,i t .1 f 1 110 11 Llffund tUo 
he' a, lil i i . -, -I, i,7 ; fl !.;h : ,'()() 1), 1 1 1To1),. 1 1, trt' rlnL t( !ua n toc 
(0 0 p', !~')v li ilin ,ll i1 i f I ~-L, -, 'lli1 1l rof ](,i f iric 1,1 li[ ,j l '~ t i ] i 

and'' tti"[' I.l-a ),isi, l.,ii Ia' . at a .,l1L 1 t' I&ullt1)J2 S. 

C. FaI'I i ty C, 1aIita.l. 

A rurvrkutiDig union ,ihould be providud with some initial 
eoiit,. A ',,l'.1ia.1)le <plan could be the provision of Q.35,000 
eali 1,' A I5, (A , iai Lloi i iallira c O o ,erLive:+.,--or'a total of 

.il ,( . )lil' r:ila i i nu';[ .u O[2r1d t ous, collec tion ofI t 1 

hi r'tIit2' ala 'o td cjoaim; ,accord.ifu to vo.Lits_ of buo;inu5,. cun
(Itl.,tad ''iT-a oo oZit Vs.', indt Lh i'., tu1 )5thfl u no ma .1 andtia' p 
CoIU CaI '. (ia, I ,t t" tI i.teI(;t, on dev._Ioprcntt. loans shou.d 
piu)vi.iu b'l(quato 1Ou conltilluing capitalization.oppOriulite 10r 

http:piu)vi.iu



