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INTRODUCTION 

The Rural En~erprises Loan PRP (forme~ly c lIed the Small 
Farmer Infrastr8 c re Development Loan) was reviewed February 11, 
1975, by the DALC. Approval was given to sta t the intensiv 
re iew for PP submission. An interim report was reqqested detail
ing the Mission's agribu~;iness strategy and progress. Discussion 
between Mission eDO, Henry Miles, and AID~v during his December TOY 
led to the deferral of final interim report review until after the 
GAMCO feasibility study was completed i March 1976. The complete 
GAMCO feasibility study is included as c;tn Annex to t1i5 report. 

e interim repor focuses on three key elements of the 
project's design described as follo\\ls: 

(1) The constr aints to sma]] fa rmc-l' income wh i ch can 
be alleviated by the p ojec 

C' Development and statement 0 our agrihu ine s 
strategy 

(3) Identifi at fun of he i mpl m n i ng agency and the 
disbursement mechanism to be used . 

The interim report, in aduiti on , deve ops a pr l i minary 
version of the following : Projec t A s ssm n Form , ~roje t l.ogical 
rramm't'ork, Miscell neous Issue, and 1' 5 ion p nns [or June 1 , 1976 
PP submission. 

I . RAT IONALe 

e potent i a) t:;Qntr i bu i on "'0-' ndus tri al d elopment to 
increasing small farmev incom mus t b cxam:i n cI 'n t J:l1l qf he 
specific ru a1 development cons tra 'in t s ,..:h ieh ~oltld be p.~ dr ea ed by 
expanding rural enterpri ses . Toward su h an a sse sment, the follow
i ng secti01~ s summariz~ our pl' esent unders tand ng of the e onomie 
environment faced by the small fa.X'mer and ' dentify cer t ain con
straints ",fiich could be altered by th pt'aTlotion of various types 
of agro-industries. 

A. Targe t GrO\ilp 

The target grpup is defin d a those farmers who exhibit 
the conditions of production and i,ncome typified by fann of les's 
than 20 hectares in the Centra.l zone . (Baseline data as provided 
in the "Smail Farmer SubseC'tor ssessmen If.) Table 1 provides data 
characterizing this group of f~rmers. 
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ECONOHIC CHARt,.C:::::U~IC2 OF St"A~ PARfl.GtIAYAN FA&\!ERS 

:4?~~ t~~'1 

3 :ia~. 
3 and !.: ~ t~ Q 10 to 19 20 to 29 30 Has. 

Has. Has. Has. and above 

Gross Income sf US$ * 
Annual Expcr..s.-:; T;.-=~ 
Net Income US$ ~ 
Net Cash Income US$ £I 
Multiples of the ~mal1est Farm 

Size 
Net InC()!llt:' 

Fam Size and Land Use 

Average Fam Size 
Has. Used for Crop:-_ 
Percent crl) (7) 

Indicators ::>f Family Labor Usage 

Wage Payr~nts/Ha. C~ps US$ 
Off··Farr:l Income-Wager: Paid US! 

On Farm Consu.:nption 

Cn-Far:n ~onsumpt1':>n/GrosE Far:n Income 

Capital and Return to Capital 

Cap1 tnl US$ ;:j 
Capital/Hectare U2! 
Return to Cap1 tal 

Technology Indicator~ 

Va.lu~ of Implr:m'~nts/Hect!'l.re uS.$ 
Annual Expenses/Grot;s Far:n Inco~ 
Wager;!Annunl Expenr,f>~ 

373 
50 

323 
141 

1.0 
1.0 

l.4 
1.4 

1~ 

17 
140 

757 
'3/':.6 

.421 

36.5 
13. 4{ 
!J·1.21· 

33':: 
96 

740 
370 

2.6 
2.3 

16 
57 

1,302 
364 

.56R 

~.b. 2 
ll.~ 
.,O.4{ 

1.~0 
132 
908 
511 

4.6 
2.8 

6.5 
3.9 
6~ 

18 
22 

37.gt 

), P'93 
291 

.480 

13.7 
12.?;t 
53. f ';, 

1,444 
229 

1,215 
760 

9.1 
3.9 

12.7 
5.3 

41% 

23 
21 

31.2% 

13.0 
15.% 
53.~ 

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

1,916 
305 

1,611 
1,027 

1.6.3 
5.0 

22.8 
7.9 

34% 

21 
-36 

30.~ 

3,857 
169 

.418 

8.3 
15.% 
54.n 

Calculates at the :)fficial !"at.· :)f ¢12f t;.::) .:en,,: !r:- b1!"r,o':-1f!'cct':natirw ~he d')lla~ value. 
Includes on-farm consul:Ipti~m. 
Inclu~es only ~ales mlnu~ annua} ~xper.s~". 
Includez; land, pernnnent Rtructur~B, ar.imals, iMpl..,.~,ntr. annual e~n~l'!s. 

3,371 
910 

2,461 
1,524 

41.7 
7.6 

58.4 
11.9 
~ 

37 
-174 

26.2% 

11,302 
193 

.218 

17.5 
27.afo 
48. a:f" 
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First, farms of less than 20 hectares are character~ d 
~J low levels of income As may be observed (lines 1, 3, and ~). 
farm income increases with ,increases in farm Size, but far less 
th&~ proportionally. There is a significant break in net farm 
:income between farms of less than three hectares and those between 
three and fqur. hectares. Beyond this size. the size strata bear a 
much weal<er elationsl1 i!? a income as is illustrated by the mtrlti
pIes of the smallent farm size (lines Sand 6). 

farms can app,arently be divided into two categot;'iee. 
(1) those ~'thout sufficient landarea to utilize all of the available 
family labor (les s than three hectares) and (2) those which do not 
utilize all of their land area for crops (3 to 20 hectares). Land , 
thus appears to be a significant determinant of income only for 
absolutely small farms. Decreasing qu lity and fertili of the 
land, decreasing requirements for on-farm consumption, and decreasing 
availability of family labor are suggested as reasons for decreasing 
percentages, of land under cultivation as farm size increases. Lack 
of remunerative price. , high unit cost of production, and lack of 
market facilities might also be suggested. Additional information 
suggests that as farms become larger (20 hectares and above) they 
tend to become more oriented toward livestock rather than cropping . 

Some data exist for examining the proposition that lack 
of family l ab I' is a l i miting f actor to increa~ed crop production on 
farms above; four to five hectare s . AssLUning that the fanily supplies 
the hulk of the labor r equirement for crops and that outside labor 
'is hired to handle peak requirements, \lIe find wages paid per hectare 
of crops (line 10) consistent with the contention that crop area is 
limited by the availability of family labor. A crude test of this 
hypothesis can also be made by subtracting wages paid for labor 
from the family! s off-farm income (keeping in mind the possibility 
of dif; erent wage rates) to determine which sizes of farms are net 
suppliers or users of labor. The smaller size farms tend to be net 
suppliers of labor (l ine 11), while farms 20 hectare~ and above 
appear to be net users of labor. 

Small farms tend to use a significant proportion (one
third to one-half) of gross farm output for on-farm consumption 
(line 12). 

Small farms are poorly capitalized (line 13 provo es 
an estimate of capital in land, improvements , livestock, tools and 
equipment, and annual expenditures), yet on a per hectare basis 
are more highly capitalized than larger farms (line 14). The most 
reasonable explanation is that larger farms are more oriented 
towu!'d extensive l ,ivestock. Also, the value of land per hectare 
was found to be greater on small farms than on larger farms. 
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Fut'ther,tli 
farms. 
tion and 

'f}1 ere ilj 1 i.ttle evidence to suggest that farms unaer 20 
hectares differ marl<cd.ly in the technolog) applied. Excep in the 
case of the smallest farms--where the indivisibility o£ imp! ements 
seems to affect the level of investment--the value Df implements 
per e tare does not vary greatly (line 16). In ot er words, farmers 
who o~n more land and have relatively more access to cap~ al do not 
appear to own more expensive mechanical implements,but rather buy 
more of the same inputs in relatively c nstant proport! ns. F rther, 
the relatively constant ratio between gross farm income and annual 
expenses indicates a min' al level of purchased inputs on farms 
less than 30 hectares of size (line 17). Finally, wages are nearly 
a constant proportion of annual .expenses over all sizes of farms 
examined (line 18). This apparent lack of difference in technology 
correlates well with additional survey information which indicates 
little difference in yields for various crops by si e of farm. 

With regard to the general l eve of technology, yield 
I 'omparisons indicate that present Paraguayan production does not 
I'omparc favorably with current U. S.levels or even w ' ;th U. S. yields 
ill J ~)("). Paraguayan yields do, hO\oJevcr , compare favorably wlth 
IIH'i) ' I\t'ighborjng countries, Bl'ilzll" Argentina, and Bolivia. 

II. '11w economic Environment 

For severa] reasons, expansion of agricultural production 
will continue to be b sic to the economic progress of Paraguay, 
Approx:Ul1a<tely 36 percent of GOP, 85 percent of the value of exp1:lrts , 
and 51 percent of employment is presently provided by the agric 
tural sector. In contrast to the inadequate growth of the do tic 
manufactur' g e · t r--which is limiteu by the size of the domestic 
mar]<et and dwa iC ed by two large neighboring countri s who are at a 
more advanced s~age of industrial.:i,zation--the growth of agl;'icultural 
production at 5.9 pe!lcent annually in the 1970-7 peri.od wa s reasonably 
good. Fur ther , the more dynamic se~~ent of the manufacturing sector 
is presently engaged in processing agricultural p oducts for export .
Si nce a large portion of employment is in agricul hire, growth in 
domest ic demand for 10ca1).y pro uced goods is also closely related 
t o the development of the agricultural sector. 

To what extent small farmers will partici ate in the anti
Cipated futul.~e growth c£ the agricult ral groduction will largely 
depend upon' the programming of the sect r's developmen+. E timates 
of the annual growth rate of crop production indicate that ·t os 
convnodities which are mainly exported have expanded in volwne at an 
average of 16.6 percent pe ~ear as contrasted with a figure o£ l.~ 
percent per year fo~ crops priEcip ly consumed domest~cally. 
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Crop 

J'lIl.'tIH'1'. th i.s .i. nel'eiIHl~ ill jlJ'nduct i 1m aI' ::;e ] u},'gely r 0111 hr' 19 Lng 
Ill!W IHIllI under cultLvation. 'l'htlR the small farmer's ability 0 
parti.c'ipf.}te in future growth will! clepena upon his ability to 

xpand PI' duction for exports (through ~n~reasing' yields or expanded 
aoreage under cultivation) and upon the exte t to whic the. domesti~ 
market can De enlarged: - . -

There is no reason to believe that Paraguayan small 
farmers wi! necessarily be excluded from production ~r the 
export market. To the contrary, there is little b~sis for arguing 
that a clear differentiation can be made between small farms and 
large farms in terms of crops they produced. Table 2 illustrates 
this point. 

TABLE 2. DIS! IBUTION OF PRODUCTION OF ELECTED 
CROPS BY SIZE OF FARM 1972/73 CROP YEAR 

(by percentage of total production) 

60U+ 51 to 0-20 Has. 
PI'oduc ti.on Has. 600 (Estim. ) 

1. 
2. 
3. 

4. 
5 . 
6. 

7. 

Corn 3.8 15.2 25.7 32.0 23.2 (70.6) 
Cas ava 2.2 12.8 37.8 44·. 2.5 (79.3) 
Irrigated 

Rice 33.0 39.7 11.8 15.5 (22.6) 
Cotton 6.2 25 .4 23.0 38.4 6.9 (59.1) 
Tobacco 0.6 8.5 48.8 40.8 1.8 (71. 5) 
Sugar Can . 

for sugar 5 . 5 25.6 15 .0 51.9 2.0 (62.9) 
Soybeans 24.3 40.8 20 . 9 13.5 D.lI (26.4) 

To state t hat a particular crop belongs exclusi ely to 
"large farmer s " or "small farmers" 's clearly not very useful for 
analytical purposes. As indicated jn the above table, basicalfy 
subsistence crops such as; ' cassava and, to some ~xtent, ¢orn are 
grmoJn without regard to farm size . Further, although a conmer 
crop such as rice l ends itself to mechanization, we nonethele ss 
find it being produced on small farms. Finally, small farmer pro
duction of primarily export crops varies from a small but signifi
cant amount for soybeans to the major share for cotton and obacco. 

The question emerges as to whether present small farmers 
can participate in an expanding export market if the basic form of 
growth in output continues to be increasing the alea under cultiva
tion. First, it should be noted that the e istence of snall farms 
in paragua at this point in time is not the result of an overall. 
land constraint. In fact, present estimates . dicate that there 



u['e 8.8 mllJ.:ul hectares sultal.Jlc fur cropping itll only 953.UOU 
hectares currently being u ed. Migrations of tl e rural population 
from are of established set lement (the minifundio zone in the 
immediate area of Asunci6n) to virgin lands has occ rred at a sub
stantial p c during tpe lqst two decades. More impor·~tly.. the 
new ar as seem to nave more productive soiIs than a~e found 'n the 
areas of historically high population densities. Reasonable explan
ations of the existence of small farms might be (1) the istorical 
concentration qf farms near Asunci6n in order to be near the one 
major urban rna ket, (2) the lack of intr ction of labor-saving 
technolpgy to expand the capacity of family labor, or (3) the lack 
of infrastructure and marketing fac'Iities in potential coloniza
tion areas. 

As noted earlier., there also is unused land on a large 
number of small farms. The analysis of t~ situat"on jndicates 
that one probable explanation, for this phenomenon of unused land is 
that available family abor is not adequate to expand the area 
under cultivation. This presupposes the question of why non-
family labor is not hired tj expand production. The Subsector 
Assessment suggests that there is probably not a pool of unemployed 
labor which can eas ily be drawn upon for this purpose. An additional 
consideration is the low {evel of productivity in the Paraguayan 
agricultural sector (estimated at one-half of the average production 
per agricultural worker in Latin America). The level of ou1;p T and 
earnings of farm labor is, of course, dependent upon the techno ogies 
employed in );roducing various crops and livestock. Perhaps improved 
technology is needed,ndt simply to vaise per hectare yields. ut to 
make the return to labor sufficientl high so tha t here is an incen
tive for family members to continue to work on the farm or to peI'/llit 
the farmer to pay wages which \'lill attract hired laborers. The 
case could be made that net emigration from Paraguay and migration 
within the cOWltry--from the minifundio area to Asunci6n anq 1'2 v 
settlement areas--is an indication of the lack of reasonable income 
opportunities in the traditional farming areas. In turn, the lack 
of economic opportuni ties can be thought of as the lack of more 
productive technological alternatives to present faml practices •. 

An important consideration in xpansio of small farmer 
production is the need to provide renrunerative and stable prices 
to producers. Unfortunately, Paraguay faces some majo~ marketing 
constraints pose by its location and its internal market. The 
inte nal market fl' agricultural products is limited because the 
total population s only 2. L~ million. Further t Paraguay' 5 popule. 
tion is mainf. rural with only one major urban area (Asunci6n aml 
adjoining small towns) of ~86,730, and only, six other town \l;J.th 
opula tions in exc~ fS of 1 ,000. Consequently, pidly expanded 
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production 01' domestic consumption could qulC y ex,ceed locai demand 
at a ,prfcehich would be remuneratjve at the fam ~te. Th s. 
I'xp'.\lI.· ion 0 ]ll'o(1uctJIIIl foJ' clomp. tiC' ('oIlAtlmpt'ion m ~f- }:lc ..a&a!iWllv __ . 
I 'IIIII'd i IIU 1:1 ,t! VI I.lll I r1t' r"'iJHCH Ju ill tl' 1'11111 tll'lI jJ nd ulld ~. J 1'u r' hoi to ell] U I'~(' 
d(JlJ(d~L /,tt "IlIlS'''"pL 1011 by 'Lapp ln~ Ilnexpln:i-tl'd rnat'kcts w:tt'lr uriU 
iJllp'lJ'Ovefl pl'~d\l( tH. 

As an expurter, Par guay has a geographic disadvantage. 
A 1973 study indicated that freight costs, including handling charges 
in arts, ranged fran. 'US$30 to US$80 per metric ton from the major 
Paraguayan ports of origin to FOB Buenos Aires. The additional cost 
to a European port would generally fall in the range of US$25 a US$SO 
per metric ton. Consequently, the Pa aguayan farmer is at a competi
ti 'e disadvantage to produce s i n countries havihg lower transport 
costs to prin~ipal mar kets and wouln. t erefore receive a lower price 
for his prcducts. It should be noted hat with relati/ely large fixed 
transport costs, a small variation in price at the import location 
can cause a proportionally arger change in the price rece'ved by 
farme s. As an example, if the price of soybeans in Rotterdam drops 
from US$200 per metric ton to US$lBO--a 10 Bercent dccrease--and 
transport costs are US$55 per metric ton, FOB price in Asunci6n 
wOllld f all fran US$ll~S to US$125.,.-a 13.8 percent decrease. This 
1 u'l'gC r percentage chang'2 would certa j nly be reflected in farm level 
rH'Lce s , 

Ana thc'l' pI' blem related t 10 at ion is the restric tj on 
placed upon the types of exports. Low value conmodit ;i.es such as 
orn and cassava cannot become corrunercial exports be USE;1 suc a 

bTcat proportion of the ir CI value \>Jould be transport costs. This 
suggests the need to focus on h i gher value exports and products 
which can be processed , or partiall proC'essed , within the country. 

Paraguay I 5 l ocat' anal disGldvantage may also affect the 
choice of agr icul tural technology by increasing real cost of agl'i.
cultural 'machinery and other imports such as fertilizers and .Lnsec
ticides. With the possibl exception of soybeans , the evidence is 
clear that most of Par aguay's crop-related exports a e produced by 
labor intensive technology without any major degree of mechanization 
wh ich may reflect the high cost of imported inputs;,.' :== 

The built-in disadvantage in marketing costs incurred 
by exports and the close relationship be1:\>Jeen economic and export 
growth suggests that Par~gl.J y can i ll afford inefficiencies in its 
internal marketing system. Further, the limits of tJ e domestic 
market require careful organization of production and marketing if 
local market opportunities are ·to be fully exploited without, creatin~ 
price fluctua·tions resulting in unstable . comes and disincentives 
for those farmers producing primarily for internal consumption. 
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USAID has initiated a study of the price variations of a HJ...lI1lber 
of commodities consumed locally in order to determine the cause 
(i.e. seasonal production, daily variations 0 , lppl~ or selr
reinforcing cycles) a identifY tne s~aoiliia i~n approach which 
is mos appropriate .e. processing short-term storage, improved 
market information , quo as). Pric data, by month, are reported 
in Table 3 for pot toes and lettuce. Widely fluctu~ting price 
such as indicated a ove represen a disincenTive to producI'on 
among small farmers. Either they are affected dire ,tly by these 
fluctuations, or indirectly throu~l lower prices offered them b 
intermediaries to compensate forine risk these intermediaries face 
in the day to day market. Appropriate policies, storage and p~ocess
ing facilities would undoubtedly reduce these fluctuations. 

lthou~ they certainly exist the i nefficienc ies in the 
agricultural marketing system in Paraguay are ill-defined to date. 
Until recently much of the analysis of marketing app~rently has 
been addressed to structural questions and the i r impact upon com
petition and relative market power. It is often observed n~at a 
few buyers and middlemen control the market . That mOJlopsony power 
is thou~t to exist due to t he limited number of processing faciJ.!
ities and that tHis market power results in lower farm gate prices 
even thou~ the product enters a c , petitive : ~ternational market . 
At the farm level, it is often argued that only one country mer-
chant or itinerant trucker is tne farmer ~s sole outlet , and may 
also be hip only source of information about prices. Responsible 
persons bl.:.ieve that marketing margins are excessive and it Is 
observed that the marketing system cannot cope with overproduction, 
however small. 

Although it is generally believed that ertain partic i
pants .ill the market ing ~ystem are in monopolistic or ollogopoll stic 
positions, there are scarce data indicating tha t s u h marketi:n~ 
power is exercised. Also, meager data s em to b~ availabl e on 
the costs of performing various functions in th rna keting system , 
who finances these f unctions , and who bears the risKs . Thu, it 
would apnear from available i n£ormation about agricultul'al rna ke -
ing that perhaps not enou~ aTtention has been given to concepts 
of market perfoDnan e and behavior. USAID is resentl, collaborating 
with the GOP in a compr~lensive study of the marketing system intended 
to answer these types f questions and to identify inefficienc ie s 
that can be attacked by specific programs 

Certa~n general problem \',1hich we are t'easonaQly sura havc' 
an impact upon the efficiency of the agricultural mark' g , Yf' tPIU 

are worth hi~li~ting . Farmers typically, J a un ell 01 1'1< I 
information, especially on prices (although t il j sr-; ' tll ~1 ti 111 i. i Ol -

pr ving). W:th the exception of a few prndud ~ f;{J I d j 11 • pnl ' l 
ma kets, there is little jf any formal gl 'acfin g , iilltl Rtund ;n'd~ 
have not been developed for domestica] l y (' Jl f-i UI11 C'n pl 'oduc t !'; . Ni l 



,TABLE 3 

WH>LESAI.E PRICES FOR POTAl'OES AND IEl"!'U:E r072-197" 

A~rage in Guaranies 

JIUl Feb ~r April ~ JW'le ~ ~ ~ Oct Nov Dec Amlua1 

1m 19.95 1 -- :: .-<> 27 . 3 .05 30 . 15 ~~ -:;:: 39. 3.21 30.62 29. ;" 0 . : : 2:. 2 . ....: -'" 

1973 25. 55 ~ . ?1 23 .14 20.85 20. 70 19. 37 19· 1E 20. 55 28.37 26.24 40. 7E 2E.or; 24.88 

197 29. 27 1. ': . 10 42. 90 39.70 39. 3?~ 26 . ~ 20. 95 25.39 21.80 21.-50 34.88 

1975 35 .45 o. 1 35. Q5 37.41 43 .78 37. 53 .~ 72.00 79.19 78.27 48.80 1.7.1" 51.03 

1972 55. 43 
. - ., ~ . 75 3.25 58 . 24 79. 20 ~ . 16 ::2 . 95 58.47 44.62 67,s-' ~ . ,JO 8 45 . ... 

1973 79.82 is . 0 ':: 0 ' .89 98.15 91. 7 ' . C::: 8. 15 53. 89 40.81 0.1<;1 f:i . 30 74.10 

1974 • "1 112 • ~ 9. 35 90 .80 . 2~ _5 . ~- 10- . 10 68.67 63.30 65 . 8~ 84.30 

1975 117.55 lC> . l~ l.l= . 24 1ll.OO 118·33 1 . 16 73.24 64.73 97.24 



over,much of agricultur marketing is done on a very sm 1 scale, 
especially domestically consumed commodities, witli the a ociated 
high handl.ing costs per unit. And fina~ly, the lack of adequate _, _.=.:,.,-,.="'!I 

on-fetrm or _c.ommunity ",tor,age fa ·l·ties forces small-sc e Iarrnl;!rs 
to sell most of their production during and shortly a£ter harv st. 

A second observation regards the logistics o£ movi~g 
agricultural production. Three-quar ters of all national me chan
dise moves by road. Although the r.oad system has expanded sub
stan ially in the I st decade (from 1,3~5 miles in 1960 to 4.l~4 
in 1972), only 733 miles are paved all-weath!'r roads. Large areas 
of the country are still serviced by dirt r,ads which are closed 
whenever it rains (110 to 130 days per year), complicating trans
poratation of agricultural products. From July 1973 to November 
1975 highway freight rates increased from 50 to 100 percent per 
ton-kilometer. The following table provides data on cost of 
truck transport in 1975 with comparisons to 1973 costs. 

TABLE 4. FREIGHT RATES BY TRUCK FOR 1975 

Cities Distance Tariff per US cents per % ncrease 
(miles) Ton US$ Ton-~1i1e 1973-75 

Asunci6n - 7.22 to 8.v to 100 to 
Cne1. Oviedo 83 8. 65 10 .4 llW 

Asunci6n - Pta . 
Pte . Stroessner 203 l4.~3 7.1 99 

Asunci6n -
Encarnaci6n 230 10.82 4 .7 50 

Asunci6n -
Concepci6n 345 28.86 2.4 60 

One approach to dealing with the pl' ob1em of increasing trans port 
cost is to establish marketing facilities regionally and to mlllJ.
rnize shipping weights by drying or processing products near their 
centers of production. 



The foreglD ing iJ ~ormation provides the fr'amework to 
identify constraints to increasing small farmer income and how 
these constrai ts might be attacked thro gh the upamo~·en of agro
indu~tries. As will be reealled, our target g.c p consists of two 
t~pes of small farmers, those with inadequate land resources to 
effectively utilize family labor and those with inadequate labor 
resources ' to take full advant~ge of their available land. Increasea 
production from both groups is largely dependent upon the export 
market in which Paraguay faces a locat,ional di advantage, or a local 
market which is l:imi. ted by population, low per capita income, and w ich 
appears to be subject to wide variations in prices. Finally, the 
overall level of tecI-mology is low both in terms of output per man 
( abor productivity) and output per hectare. The small farmer 
developmental task ahead may be viewed as ;acilitating the recom
bination of labor and technology to effici ently exploit export and 
limited domestic market oppor" nities. 

1. The Small Farmer Subsector Assessment suggests 
~lree general strategies that might be applied to the Paraguayan 
situation to increase small farmer income. 

a. Intensification of production on the existing 
land resource base: Such a strategy implies (1) increasing the use 
of capital or labor resources (through additional credit) in the 
production of current commodities or (2) changing to more labor
intenSive, higher-value commodities . The limits of this strategy 
depend upon the availability of capital am labor-using technolo
gies which will increase production of the present commodities or 
the availability of a good market for higher value conrnodities in 
the' second case. 

In the case of .rand- short farmers , more capital 
and labor-using tec]lnologies would need ~o be introduced under this 
strategy to alleviate the land onstrain s or the crop mix must be 
altered to include labor-intensive, high- value crops . Thus, it 
appears that in order to successfully pursue a strategy of intensi
fying production on -the smallest of small farms, new technology must 
be made available and/or development of the market opportunities for 
higher value commodities should be Undertaken. 

In the case of labor-short small farms, new 
technology would need to be introduced to extend the area that can 
be cultivated by ~he farm family--intermediate levels of mechaniza .. 
tion (small machines or machinery se vices)--or other technology 
which increas s the productivity of labor to pennit fanners to hire 
additional labor. To assure the success of this appro~ph. improve
ments in the efficiency of arketing are indicated to assure competi-
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b. Expansion of land resources available to the 
smaLL farmer: n PCl aguay this strategy large1.y i.inplies colonlU
L:lon of new arcafi fol' which p o~ects have been developed and are 
Iw 'n~ carried out. The limit of thi.s strategy are imposed y the 
amOUnt: o· land that can be productively uped by the farm family 
under available te hnology, the colonists f access to the qrket, 
and the resour es available to him to expand production. It wo 'fd 
appear that in Paraguay many colonists do need additinnal resources, 
improved access to markets, and a ternative technology which wollld 
permit them to fully takce advantage of larg,er land areas. The lti
mate limit of the strategy is, of ~ourf:le, the quantity of good agri
cultural ~,and available for relocating small farmers. . lthough there 
are costs incurred in developing ~ew land, in the aggrega e, available 
land does not appear to pose a problem for this st~ategy in Paraguay, 

c. CrJeation of off-farm job opportunities: This 
strategy implif!s agro-industrial development in ' the rural community 
or migration to urban employment. The limits of the stt'ategy depend 
upon the market for agro-industrial vroducts (either locally produced 
farm inputs or processed agricultural commodities) or , alternatively, 
the capacity of the ur ban . ector to provide eOlRloy ent to those migrat
ing to the cities. The large share of employment provided by th~ 
rural sector and the relatively slow rate at in'dustr lal development 
clearly suggest that t he urban sector is ill-prepared to absorb 
largc nwnbers of rural migrant s . 

2. Certain constraints to increasing small farmer in
comes have been indicated that can be alleviated by promotion of 
agro-industries; others are, of course, outside of such a proje ... 

a. Technology 

Clearly technology is a constraint on both 
land-deficient and labor-deficient small arms. The development 
of the technology itse.lf, with the exceptim of small macnineIlY 
an tools, can probably not b undertaken by domestic agro-indus
tTial firms in Paraguay (especially th(ose of the size envisioned 
in this project) as occurs in more advanced countries. Nonetheless, 
rural enterprises can play a significant role in introducing new 
technology. Most improved technology is embodied in purchased inputs 
(recall the low level of purchased inputs as a percent of expenditures 
among small farmers). Such inputs could be manufactured locally, 
instead of being imported. This possibility is espe lally good for 
inputs of an intermediate technology nature such as small tillage 
machines, grain driers, silos fOIl local grain storage, trailers and 
wagons. Some of these inputs are alre dy producesl within the country, 
but are custom-made, unit by unit, Significantly increasing thei co t. 



Encouraging local er.i:erprises to engage in the manufacture of 
inputs on a larger scale could reduce the cost of inputs, making 
new technology more affordable for small farmers. Further, the 
successful intl'oductlim of new technology implies efficient dis
tr.iuution of inputs at thp time and p] ar'p nprdpd hy small farmers. 
(The latter is particularly important, g i\'('n the limited mohility 
of this group. Small farmers cannot normally journey to Asunci6n 
to seek new inputs.) 11ms agribvsiness enterprises which supply 
Inputs for small farll1s, such as the cooperative supply stores in 
colonization areas can have un important impact upon promoting the 
use of new technology and reducing the cost of new inputs. 

b. Stabll' lind J{cli111l1r~t'utiv(' Prices 

Increasi.ng C1ell1iJ!ld ullci sta!Jilizill~; pri('E'!" for 
both neVJ and traditional sf,lall lal'll: 1l10Llu:· t s i.flvol \'(!S clkuuraging 
specific interventioI1'-> in tllf' fll()l'kc~tjni!, ;..:ystcl11. TIlC!l'C is no magic 
formula; thc murketin~:,;/pril'jl1~~ :.; i tuut j OIl .L'~ tli rf(~ t'l'l1t for C'Qch 
product suggesting tbe I1(,f~d fUJ' \'LlJ'LOlIS h,il1cis oJ.' fti<ll'kct· intuv(,l1-
tions. This pro,joct Ivollld l'ely LlpDll lllC' [Jl'ivate sl'c'lcn ilpr: l'DUPl'l'Ll

tives to develop IJl'u.it;cts tt) IllalTh !JJi1i'kl't opportlll1 it:i('~; 10J' \'iu'iullS 

commodities with thp most imlil'utc'li type of intc'l'i'('lltirlli. Such L!ltu'
vcntions c()]~ld vary [J'OIil l:)('Lll t'lijllit'i.ly to clt,y ilnd !;toJ'(' :r,l'uiJt~) to 
short-tcl'ln stOl'ugc J,)l' pel'islldlJlc's (lfl Icliw'c dajly pri('c' Lllll'tllLl-
t.i.nns) to pruccssing. Pl'ocessing l'an helVe l,'.'u iJl1pllcts--ll) I'educ-
ing the impact of S('Clsonal ~Jl'Ullll('ti!Jl1 lJY Pl'()L'cssi.n:'. frl;' ()fr-~i(,ll~;un 

sU]('S <.inc! (;!) l'l'l1tICill~ the /lulk uf jJl'l)ducts \dlich 1Il'l' l'egj,')J1(llly 
PI'OdUl!cd to ll'~sen IIIC unj'- ('t)c;t- ,,I' tl'dllSpol'tation illcluc.ed in i llt~ 

j'inuJ pl'()dllt'l lu till' COJlSWm'l'. I\g~'()- iIllillstri['s call illsc be in~.;tru

IIlcntal ill f!nlaq..;Lng the c\OII;CS tic rnill'l~l' t lrl' sl'l'k in;,,, I 'Ii t nlarke t OllPOl'
tunitjes, ()q~iIIlizjllg [J1'Jdlll:1 iun ill Llll' ldl'nl 1['\'('1, Llncl supplyiIlg Ll 
r:ew product to the ('(ll1SUfnL~l'. t-Ial'kl't (JPP01'tllllit- ie.<..; ,,<)uld he sought 
both in the l10msstic LlJ1(l eX[lol'l flllll'kel:..;. 

c. l.abor }\v,li\alJi I it\' 

Hettl'l l'til i~'ill ii'll of.' l~i!)()l' '.Ill ]llnd-dcficient' 
sn,a11 farms mo:;t uJ Lc'nilllpl it';': illt'i"l'ac''('(! jll'l1l1UC't irlll nf ] ab,))'
ir:t2I1sivC', hj~!l-\,<lll" Cl'llp~~. Tltl'cl" ,1]'(' lypic'lllJy l'lTi:~Jltl!.,l(: C()f11-

modiLi.ci: SUi) ic'('t tr) l':Jl1:-;~'Ic'I'dlJl(' jll'if'(' flUt,tll,ltjllll~ ane! their pru
duction jInFlics ('on~~i(kl'ahl" I'isl, '. I) llil' fal'!:H'I'. T:I (!I1Cc)lll'au;c [(]J'mel':-; 
to Cl11,)catC' )'10)'(' '.>1 till'L1' 1'(':-'·)111"'1'> til ~ll(' jl!'oduc,t i·:ll uf t:i,e~(' CI')PS 
impLies irnpl'o·.rillg Illl' inclJ'kl'LLllg . ..;itU:llilJ!1 <1:-; indil'alc'l1 ahovc'. This 
asserts that G "lll'IilCllHl-pull' :-;tl'al(':.;:,,/ L~; more o.ppl'opl'iute to inr're<.ls
ing the IH'OCitll't iOI1 ur labUl'-Llltl'nc, ;.:(: elups thuJ1 Li Pl'0c11"tiC>Il campaign. 

Amung small [al'llIU'S wi th inl.ldcquate lunar 
availal;ility (a po:;iU.on \,:hich colol11. sts find themselves as \,'elJ) , 

13 

http:po:;iU.on
http:modiLi.ci
http:illcluc.ed
http:t'lijllit'i.ly
http:Increasi.ng


intermediate technology involving small tillage and harvesting 
lIli.l<'h ines would improve utilization of fnmily labor and would 
iIH'I'('US(' lahor pl'olllll,ti.vity and falllLJy income. As l10led ea:,liel', 

/Iii I III d.·al' turing WJd d i:-; ll'ilJut iOll of stlcli illlplements by agriIJusim.lss 
r inlls cuuld serve to ulleviute the InbOl' constraint Faced by this 
type of small [armel'. 

d. Land 

Colonization is already occurring at a fairly 
rapid rate in Paraguay. Small farmers aVpear to be migrating from 
the minifundio zone to area~ where they can obtain larger land 
resources. Unfortunately) tlley often are liIl1iteCiin the use of 
greater land resources by the limit of ,;'va:i:iable family lLlbcr OlIlll 

the lacl< of marketing inft'ilSlructul'e (both for produc ts 2Ild fanT! 
inputs) in the colonization area. As iJ rcsult) evcn given lat';sel' 
areas of land) their production pattL'l'J1S change lit-tIc fl'l1Jn those: 
of farmers i;; the IW)l'(: c1ensply populatC'c] areas. It bu.,; b('C'n olJservccl 
that somc of tbe rnos t successf>,ll ('Cl',PCl'llli.vcs j n Parl1guilY arc tl!o~e 

serving marketing ami input SI!P111y fllnctiolls in rolonization zonf~S. 
Encouraging a,J,cLl-imILl~; trial L1t~\'elLJIJJllcn t- in such zone;,; would l1c;sist 
migrants in taldng <1(1van tagc' of the larger land ClrC'a made aVl1ilable 
IJY their relocation. 

c. Capital 

Capl Lalj zatiofl of small fannl'l'sj s affecteci 
indirectly th rough redllced price s of input!", and improved price s of 
proclLwts wjth ill the fl'arn(>\vTJl'l, of lids pi'oject. The"'l i ssion I s pro
ject with C1IT.lnr,OOp i:-; OfIP approacli [0 directly addressing tb:~ 

capital constr:lillt. 

j\s lnd_lcat-ed above Uwre is a \ville variety of 
ways ill which pJ'UIlIOtjllll ::..'Y s:"lected at,TJ'o-inLiustl'ial activities can 
a ttac1< constraints tn incrc<1seu income faced by smedl farme 1'5. 

1'+ 



1. There exi ts in rural Paraguay enterprises and entr -
preneurs wnich, if developed, woMJd relieve one or more const~aints 
to tEe increase of small fa er income in the zone of influence of 
those enterp ises. 

2. These enterprises have not been devel ped bedause 
th re exists in Paraguay institutiopal and techn"cal barriers to 
entry, which separately or jointly inhibit rura~ enterprise develop
ment. 

B. Results of the Hypothes±s Test 

The Mission contracted GAMCO, Inc. of Atlanta, Georgia, 
to assist in testing these two hypotheses, as well as to identify 
specIfic enterprises, and to recommend \ ... ays of developing those \ ... hich 
indicate the most potential in raiSing th , small farmer's income. 
1he complete GAMCa report is reproduced as an annex to this paper. 

GANCa tested hypothesis number one by extensive field work 
to identify projects and entrepreneurs. Section IV.A, Annex lists 
2I projects which are in the 'ready to gor stage if financial, pro
motional and tec nical assist ce were available. We believe, and 
GAHCa concurs, t at this appvoach, i. e. fiel identification of pro
jects, can identify only a fraction of available projects which po
tentially can improve small fa rmer income. It is expected that as 
the co erciul banks begin promoting the special line of credit 
envisaged by this loan that there will be many more projects, meeting 
the basic criteria, wh ·ch will walk througn the front door. The 
list devel oped , however, gives a point of reference , ... hich allows for 
the acceptance of hypothesis one as stated fUrthennore, the lO St 
establishes, in m netary erm", , that suff"cient immedia ly identifiable 
demand exists to disbur~';e the loan in its currently antiCipated amount 
of $2.5 million. 

The test 0:. hypotheSiS n.;o principally relies on the anal
ysis of institutional and technIcal barriers to rural ent r ,. rise entry 0 

GAMeD in general terms "dentified the n ed for basic technical assis
tance to he p new e'llterprise development. The different tebhnical 
assistance needs can be grouped into four oa'te ories: (1) technical 
information and desigI} ; (2 management system ; (3) market develop' ent, 
both internal and exte,rnal; and (4) promotio. Some finn meeting the 
genera.l. criteria of this loan '>Jill n(!l't need any technical assistan.ce 
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others wiil ~eed assure success. Tnis type 
of tecllnical assistance, although available, is curre:gtly nQt organized 
in such a wa~ that it can be generally rna ke ed to ersons aes ring ~o 
invest in small rural projects. 

The stal?t1ng poin't for testing wlietner or not institutional 
bal'ril!rs to small rural enterprise develo ment exist would be the finan
cial sector, incl ding government regulations wHi affect it. The 
GAMCO feasibility study identifies many llch institutional barriers 
(s~e especially section V.D. Annex I). Mission review of he fEnancial 
sector in the development of its Production Credit Guarantee Program 
adds additional insight. Final PP submission will describe in detail 
these i stitutional barriers as well as establish which ones can and 
cannot expect to be relie ed by this project. An illustrative sumnary 
of specific factors which effect directly or indirectly the financing 
of or the cost to new enterprise developmerl follows: 

1. Commercial banks have a reserve requirement of 
42 percent of total deposits. The effect on the commercial 
banks facing such a high reserve requirement is to maximize 
returns on the 58 percent of deposits that they can include 
in their investment portfolio. 

2. One-half of the commercial banks' portfolio must 
be directed toward ' development' l oans with a maximum 
interest rate of 13 percent per year. Banks direc most 
of this ' evelopment' credit toward export industries, 
such as lumber mi lls , where they can charge corrvnissions 
on foreign exchange transactions that the firm will need, 
after it is operating. This connection will yield the 
banks up to a 20-percent return on their ca ital, rather 
than just a 13-percent return. 

3. The Central Bank rediscoun s 20 percent of the 
qorrvnerc ial banks' development loan portfolio (55 percent 
of 'total loa portfolio) for up to 360 days at five 
percent. 

l~ . The other half of the commercial banks I portf'olio 
is loaned out as commercial loans (usually less than one 
year to take maximum advantage of commissions) at an 
effective rate of between 20 percent to 24 percent. 

5 . High collateraI requirements are r equired by 
the banking sector; for xample, land is apprai ' ed at 
its fiscal value (used for tax purposes) and then used 
as collateral at the rate of 1.6/l. The real ratio of 
land collateral to capital is actually much h igher 
since the fisctlJ. rather than the market value is used. 



High collc::teral requirements are used to cover the' 
banks' investment since no risk or sensitivity analy
sis is being done. 

6. Projects that are granted exemptions from 
import duties still must pay 15 to 18 percent in 
so-c::tllcd nationalization eXLJen::;es for imports. 
In mltl.i.tinn to these taxes, there is another pay
ment of L'Jlproximately seven percent c-3.11ed Credit 
Formalizudon Expenses. 

7. The banking sector at large does not lwtively 
promote 01' identify 11(2\,' pl'ujec ts, but rathcl' relies 
primarily on established customer-ban]\. l'c.1ationships. 

8. Host ballks are not i fl II po~;it iOIl to ~jl!pply 

even basic technical llssisLlI1ce to nt~\\, L'nteqJl',L~~C's. 

Based on these COllstl'u ill ts, CA~lCO eOllclud('d thLl t "the 
lmiverse of cxisting developmcnt Cll Ll'cpJ'cnellr~; J::-; lllrgely C\1TlipUsed 
of wealthy ami/or land ri.cli inc! iv idu<lls ,,'lio can IIll'Ct UH" ('ash and 
collateral reqllil'Crn(~n ts imllU.'icc! ]JY the J!lIl'C'ult(' J'ilCY il!lU tlil' banldn,~ 
community". The ulJo\'c P'ollll uf ('11 tl'l'pJ'eneUni, thosl~ cUJ'l'l'lltly 
\Vitll sufficient l~{Jll11tl~ral, \'.,jll lJrJ llOllllt be iIlll't'('stcd ill developjng 
some projects that \d11 be oj dil'l'l,t j!l'llcfit tn ~,jJla.11 i"<lnJl('l'f", but 
Jl1any othu' projects \\'ill Iw unattra(,tivC' to them due to il combination 
of location anc!/or 5('iLle. I'L'upll' I,·:i tlI ] illllted collateral opel'L1tc 
llllCl(~J' obvious (,OTlStl'll illts \'.' itl} thl' [ll'l'Se!lt sj tuutiOIl. Ba),l'iel's to 
j)]'ll,il'('L- developJlll'llt i'llced L;y t/H'S(, l'ntl'l')H'('l1eUl's hh() are not rich 
ill'(' also faced by Ull' ,~oop(,l'ati\'l's. It appeul's thaL suff.icient 
,illstitutional unCI te('lll'licaJ bal'l'icl's du ('xi~,t t'u [H'cept hypothesis 
two. 

c. StTall'bY :-;t.ilh~JlIl'IlL-

Tlwl'eloJ'c, :1 5 ill1plL' S til t'ellll'1l t of overall agribusjncss 
strate!;,'Y L'"'U1l oC ~~urJ]lll~d LlIJ uS l'[)llL)\\'~': 

111(' <l:.c;I'lIJ~I~;i.nc.~:;s :..;tl'LIt(~~y i:, tu aJIL'viillc enouglJ of 
the exi.sting jIl~;liLl!L;(JIILiJ i.lJld lL'l:illlil'1I1 1J,1l'l'i.VL'o; t:u Pl'l11l1ote the 
development o[ l':Jte:!'jll'U:l~C; d il'el'Uy jJc:I~fl('lal to smell] fanners 
but which cUl'rcJltly d1'(~ UJllihle' t(l cllteJ' the CCOl].W1Y. 

T!J(C implL'Jl1l'l1latiu[1 l,j tlJl' dgr'ilJusincss stl'ategy will 
be through a C()nl~eSS itlnal'Y l()llil lo the Central Bank; the mechanism 
is discussed in de tll il in tile fullu\dng section. 
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A. 

The Central RanK of Paru&,ruay L the pl'uIJ0:-;ell t~Xl't'lI L"j IIg 

agency for the HUl.'ul enterpriseR Loalil . When th~. HP waH IH'csentcd, 
pnly t wo executing agencies went! considered: CO ESJ\, a I?-l'jvate 
uevelo ment bank, and the National De elopment Bank, a pu15lic 
dev~lopment bank. CO~ESA was t e fav red contender. The Central 
Bank became a contender for the oan within the past few months 
because of its active interest to participate in the Production 
Credit Guarantee Program. 

Chapneling the loan through the Central Baru<would en Ie 
the entire b nking system, plus COMDESA and the National D velopment 
Ba " to participate in the project. Thus, this chQice increases 
the n ber of lending participants, including their branch offices 
located in the interior, without exclud:ing partiCipation of the other 
potential executing agencies. The one negative aspect, more time 
required to get the project underway, also has its positive sic1e , 
enhancing those Central Bank activities that can make it a powerful 
development institution. 

For those who are skeptical of thi. s proposal because of 
1\. L f). ' s experience in Ecuador, we cite the difference in attihJde 
IIf Cl'ntJ'ill Bank officials. In Ecuado the Central Bank looked upon 
uevl!lol'mcnt financing as something beneath it and eventually was 
succcHsful in rejecting the transplanted technical assistance fllnc 
tj ons. In Paraguay, on the other hand, development lending ha s 
appeal and political support. The Central Bank has sought to engage 
the private bank:ing system more in development lending but with little 
success, because it could f:ind no way to do so. '111e Bank sees thi s 
project and e guarantee project as a means to fU l fill its self
generated Qevelopment lending objectives, and to do thiS, the Bank 
will reinforce its rediscount lines. In this connection, the Bank 
views thc proposed loan and the guarantee system as a pilot project 
reinforcing their demonstrated interest in development activities 
in heretofore neglected sections of the economy. 

. 
The l i keli hood of the Central Bank' s engagement in devel op

ment financing is indicated by factors other than t he attitude of 
its officials. It is ti1e most prestigious financ i al institution in 
Paraguay. The Baru< has well qual i fied employees because it pays 
relati vely lligh salaries. The government ministries are losing 
their better pr9fessional employees to the private contractors 
working in the Itaipd Hydroelectric Project. The Bank, according 
to i ts manager, has ~ost none. This 0 erall environment enhances 
the employing of highly qualified profeSSionals to staff the deve op
ment lending unit. Moreover, the general manager of the Central Bank 
plans to "borrow" potential candidates for jobs in the new unit from 



Oen ral Bank itself ·or up to 90 days. "Borrowed" 
s who perforl well will ~ ceive a job offer. The others 

will retu~q to their. ,arent agencies. Bor~o ing employees is a 
common prac iGe and l ;ing it as a mechanism to select employees 
p1"oved highly . 'occcss :ul in staffing the Housing Bank, whioh was 
estillll i shed w:i.tll AID ;1111i101't. 

J\ 

u. Lencfing 

The Central Bank has classified loans into two categories: 
development oans and conmercial oans. Development loans are 
defined as those to finance fixed capital, whereas commercial loans 
are those used to finance working capital. By regulations, banks 
are required to have a minimum of 55 percent of their lending port
folios in development loans. The develop.. cnt portfolio is to be 
allocated to finance projects related to: exports, 25 percent; 
industry, 20 percent; agriculture, five percent; and stored commod"
ties, five percent. 

Development loans carry an interest rate of 10 percent 
plus commissions of two to three P€i cent,depending upon the length 
of the luan. Currently there is no time limit on the length of 
devclopment loans. Commercial loans,on the other 11 nd, ~arry an 
i.nterest rate of l~ percent, plu s charges ranging f 'om 10 to 12 
pl!I'cent. '!llese loans are generally for 90 days. Devclopment loans 
IIIny lie discoLlntec.,L up to 0 percent at an interest rate of Live per 
l 'lmt. Commereia.L loans are not eligible for rediscount. 

1~e Central Bank has i ndicated a willingnes to apply 
more "beral rediscount terms to the projects to be financed by the 
AID loan. It has also agreed to establish a new unit ~ith the Cen
tral Bank which will organize and regulate the provision of techni
cal assistance to b01,.'rowers and bankers i n project development and 
monitoring. 

Moreover, the private banks have agreed to parti ipate 
in development lending as opposed to the primarily collateral lend
ing they finance presently. When a ked why they were intel'ested in 
development banking, the bankers re ponded, "largely to change our 
image." Th is desire led the bankers T association to request a changc 
in the regulation regarding the length of development loans ""hi h ha.d 
a one-year limit. The request was granted and now there is no Jlmi 
on the length of development loans. Some of the banks are 'CJ r'y j ng 
a few loans of five year s . Moreover, as oted above , the Cent 01 
Bank is willing to employ ediscount policies wh 'ch will enhance 
the profitability of banks participating in these programs. 



The promotion activities would includ locating investors, 
lenders, equipment, materials, technical assistance, partne sand 
markets. Project development activities would include analysis of 
linkage of benefits to small farmers, cost , income, management 
requirements, equipment ~equirements, technical assistance req ire
ments, sensitivity to changes in such iVariables as output leiVel, 
cost of materials, selling price, working capital requirements, and 
proiVide information regarding source of inputs. The project develop
ment specialists would prepare projects for potential borrowers and 
evaluate projects. Advanced techni ues of project analysis will be 
promoted by the Central Baru< to enhance the reliabili ty and effec
t .iveness of the studies. 

Monitoring and inspection services would include examining 
c mpatibility of equipment to project site conditions, analyzing 
changes from anticipated conditions and their effect on project, 
assisting investors to resolve technical problems, determining ~f 
project components meet specifications, evaluating the quality of 
output and analyzing actual versus projected cost of project to 
detcrmine need f or additional financing. Financing opention~ would 
:i.l1clude disbursing funds to lenders and redi scounting ellb"ible l ()ans . 
In special cases where the success of" the project seems ,assured h t 
the borrower's collateral is not sufficient to support the re uircd 
f i.nancing', .the Central l3ank \lJould consider issuing a guaran '. 
This would help reso ve one problem often encountered by GAtvlCGJ a pro
ject is undercapitalized because most funds are used to purchase fixed 
assets and there are insufficien't funds left to finance wor king capi
tal. Hence, the project moves insidiously to its d om. . 

.0. Operation of Lendi ng Office 

Under this program, projects would be developed by par 
ticipating technicians under contract with the beneficiaries under 
guidelines issued by the Central Hank. Assistance could also be 
available to participating banks to improve their loan approval 
procedures if necessary. 

The banks can be reasonably expected to pl"omote prr) i P C t s 
among their re~lar clients, who have adequate collateral and wouHJ 
not need a credit guarantee. Their projects probably would bc of 



the lesser risk variety an would pro ably De located n0t too far 
from Asunci~n. The participating techni ians under the guidance 
of the Central Bank, being development oriented, would promote 

ts 'i.n priority areas as they seek financial gain by applying 
expertise where it is appropria~e; i.e., a hog specialist 
need to search out a project in the interior. not' in A8Unci~n. 

An important part of the technician's effort would De 
introducing prospective borrowers to the banks. This oUld be done 
at the earliest feasible time to ensu e that minimum effort is 
expended upon promoting projects for which no lenders can be 
located. The costs of preparing the project and, if required, 
providing monitoring services will be agreed upon by the Central 
Bank and the participating technician before his incorporation into 
the system. 

Projects promoted and developed ' will be presented to the 
banks for approval. The Central Bank will be apprised of each pro
ject as it is developed by receipt of a copy of the technician's 
report. The study will be reviewed to dete mine whether the pro
:iect is feasible and whether it benefits the small farmer target 
group. The review will be performed by the personnel who administer 
the loan for the Central Bank. Upon being approved, the bank pre
senting the project would be eligible to receive AID funds to 
finance it. 

E. Establishing the Mechani sm 

The Central Bank has agreed orally to increase its re
discount operation to channel this loan through the private banks 
as soon as AID approves the Rural nterprises Loan Project or the 
Production Credit Guaranty Program for Paraguay. The Central Bank 
manager has already proposed a person to be director of the office. 
After his appointment, a staff of about five people, probably one 
lawyer, two engineers, two economists and a sec etary,WJula be 
employed. Parallelly, consultants would b contracted to assist 
in establishing the Central Bank's reinforc d discount operation. 

In the fil'st phase, the new staff would probably visit 
countries such as Uruguay, Ecuad.or, Honduras and Mexico to observe 
the operations of similar lenQing entities. This would enable 
them to evaluate the features of each different entity and adopt, 
adapt or reject them when establishing the lending mechanism for 
Paraguay. 

F. Counterpart 

Loan disbursements \oJould be made into a revolving fund 
at the Central Bank. The Central Bank would be required to redis
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('()lIll1- p'II'tlL~ipLltillg 1>,llIks' eligil>ll' Iioll'sin all ,UIIOlllll Ilot III 
(!x('pe<i 711 pcrccnt oj" (,;tf'h notl!. Tllis will CnSlll'l! a J(H'u.l I!On

lTibuUoll of Ii:=! IWl'l'CJJt. Thus, thc criterLon upplicd to AID 
l'uJ1(1s wit ie-'ll l'equ i res that louns ('un 1)(' used oIlly to "iIl1l11l?l! pru
jc('ls willi diJ'L!(!l- posil-jYe <.dTect Oil smaJl['ilJ'J1lCI'S' iIK'olne, wOllld 

IH' upp! il'd l-u 1'0lll1t(,l'pal't ulsu. AID luun rolJovcl's '.vt.'uJd IJ(' l'li.
gillll' J'OJ' l'(!llLsCOlllllillg 1lotes guaranteed lUHler I-Ile P)'(lUIiCLioll 

ered_it ~;Uu.l'allty Progralll us well as those gencrCltl~d by jJI'Oj(!I!tS 
benefitting small farmers directly as defined for thj_!~ loall. 

The fund[; \vould go to the Central Hank ut lll'() ulIll thrcp 
percent and would be passed on to the bank,; at a l'U I-(! that ',voulcl 
consider the cost to the participating bank, pJu:; UIV J'j si, in,ul\('d 
in Linancing tIll! subprojects, and ('ost: uf impJl'IllClit ;II:~. J!\L~,'l\Ll!lL:~I:1. 

USAID lJcl.ievc's that the (nL' ;;lluUJll 111)l ,'('1.'(' i'l~ ,-',1 il')1 
fllll(LLn:~ to set lip thc~ offi.c(~ heCLJu:-;l' 1:lfJ:-;L cu:-;/.:-; ;_lI'I' !'!lllt ;11l1()II'; 

imd mus t IJ(~ inellided III tlte Lll11lUlll (;OP !ll~dgl' t i.1 t U!l' IJLT:<~ t tu 
l'IISlIl'C! ('llnUnuity of lltL;-; PJ'ogl'Llin. TJIl' CCI:ITal BiJliI, i:, \,i.lJill:,~, 

ilS slated Pl'l'Vjoltsly, t(1 puy UH"cie 1.'(,sL: •• TilL 1'1),'-.1 ()j' l(','l.lli"<!_i 

,lS~ijSt:,ll1l'(', Oil the (lUll)I' Itam!, is il 11IIC'-Li'ill' ('(l),t '.lli"'l "',1>1:11\ j,(' 

made to il1~;IIJ'l! tlte ,lTD J(liJIl. 1\11) \'.'nuJd \'!uIII [I) 1'''11LI'II_' dli:-; ;I,:,i'~

l:iU1<.'(', and \\'IJlLld \','Ilnt illll}](I)'ily t'l djJjJl'()\'C' t!J(' "I>il.':ll!lillll~ J,il"'li. 
'j'}J('I'('[())'(', "'C' 11(,1 i('\'(~ tllill 1l'('11l1 il'i1! dS:-; i :-.Lilll<'(' ,,1'-.[:, :-;jlllll! r] j)l' 

:-',",lIlI J'illU:1l'I'11. Illll\l')' Llli:; PI''']!!I)"I-I, 1111' ":-,l:II'1 l!jJ" ",,:-,t:-, Jill 1:,(' 
pi'n,',I'('1 \vllllJd !Jc' divilil'd IH't-ViC'l'lI 111(' Llll) ililfl :lll) ill d I';JlilJ l,j ;J/)')lIt 
rwn l-rl 11/1(', dSSlllllill'c; till' 1]('\': (\IH'l'ill i'll! ~J!'('i1k:-; ('V('l! dlll'il1~ Illr~ '-;l~I'llncJ 

yl'<I1' • 

c; • 13u 1I get f I ; I' Il t' \' C' J I Ii Jill (! II l () i 'j' i C' ( , 

SaLIl'LC':-; 
Di.I'C'ctlll' $] ::', ()()!) x 1 = SIt! , rJOo 
f'J'OIIHII('j' H,U(lfl x 1 = 8,(J()f) 

Prl,_'llT I Spec' i cd .i. s t 8, ()()(J x 2 = 1 Ii , I JII f) 
)~lnl1 i. t ()l' H,(J()() X - = J (J , II t)( ) 

Sel'l'(' I ;ll'y II ,.s n(I :1, .1 - i: l '1 (J() 

:;i::, fJ , :)U() 

Per Il i elll 

PI'()I1H) t C' I' :;ill).1111 :-: J 1'(1 - 1 ,( II!I ) 
Pl'IJ,i l'I'[ Specialist ] (J • III) A 1 IIi I - J , ()(I() 

~lnll i till' J I I • I j( I X 211() - ~ I [JllU 
$ II,fJUU 

TrQ\,l~l 

11I11I TIlY x JI)() kiloil1tL'j'C; (ttly 
111I,IIIJlI / ::-; LL1I):ntl!I!~ pCJ' 
Jitt'l L:i~3:; X .IJJ pLT liter $5,500 
ga:-; 5,500 

'i:lllU. II x SIJ,llU(1 24,000 

,}: First year cost. 
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Equipm~ 
*Two field vehicles 
*Computer 

()ff j ('e Costs 

'1'('('1111 il"l.1 !\;-is i s L-all('l' 

II.S. :-;pl'('Lalist srJ!), (JUfJ 
Ln('a.L SpeC'ialist 15,OLlO 
Per Diem: 

HI.D(] x 100 = 1,000 
30.0f) x SO = 1,500 

Gas; lS(J x IUD ./. :-; x .'ll 
Short-term cr)Iisultan ts 
Contingencies 
Annual 1I. S. tl,chni CLlI assis t-ancc costs 

Tuta! l'.il'st Year Costs 

CenlTaJ Ililllk l illlllwillg 1)\'(']' Li.f'e of project 
]~Il,(111I1 + (dl,(IIJ11 + Id),11I111 

1\.1.1>. :.',I'ilIIL l illillll' ill:~ i)'!('!' J ire (jf pru,iect 
~iJ()(I, IJlJ(1 x ~ 

ApPl'()xill l iltL' t:i)~;t 1)1' (':-;[aIJlishing and 
Opt']"ll irlg dl·\'(~.LllPIll(!l1t \.;int!o\oJ in 
Cellt!'til !lallk 

* I'il'S t yea]' C()S t. 

$lO,OU() 
20,OO() 

$12IJ,OIlO 

67,500 

2,llt'>l1 
2S,O(]() 
S,'ISU 

$lOO,llU[J 
= 

$22ll ,dUll 

~OLJ, [Jill) 

$t~:, 2 ,lHlll 



I V. PROJECT ASSESSMLNT FORM 

TI1(' draft JlJ'Il.il'(' t aSS(,SRmrm L- :['nl'm illf~"tJ(l('d ill tl1 is S('I'L i 1)11 

"i1~; 1'('('11 d(,vl'lopl~d Ily adapting pel'til1cnt sl'l'liollS DJ' LI](' "Clii II': 
/\~I;l'i('ld llwa} ClJopl'l'i11 ive Ilevelopment L[Jun" and 11](' 1I111'UgUIlY: 
/\gl'i-llltilIStl'Y nevl'll'PIlII~l1l Loan." SCl'tion 1\ [Jf LIlt' llSS(~SSII\I'J1L f(II'm 
dt'il.l s \vi LI> tlll' i~;:;lIl':; oJ' how the pl'u,icC't VI ilJ i IH'J'('U ~';l' small LII'lIIl~J' 

iIH'(JIIIl', llllantifi('ation of bl'llefLt impact including tll£~ l'il]nd.,tl iOiI 
lJr two impaC't ra tios LlIld 11 determil1nt ion of benefittncidcI1l'c to 
medium and large farmers. The technicrrl unit,when established ut 
the Central Drrnk, will develop the final form to j)e used. The final 
form will be based on this drrrft and any additions made wHI have 
to be approved by AID. 

l\. ranking system was considel'l'd as part of thc.' assessmenL 
form but we feel that it \vould not lJe necessal'Y, primarily !J('cllllse 
there is no control ovc.'r arl'jI.'111 of vrnjects to the bank, LlIlLl Ll 
rankiIlg sy stem to decide b~t\,J(~cl1 proj Cl'ts \'louILl no t be pal' Uculcll'ly 
helpful. 111(.' GA:vJCO study identiLi.ed ~l pl'ojel'l~; which would Inc.'i.lJ1 

one approved project pel' 1.7 llIonths OVC1' a j(j-month disIJulSCl.lel1t 
pl'l'joll. The t\vo ratius In'opo,;(~t! in tJlC' C1I.1'1CO f.;tucly, B . .:l.e. jn the 
Pr'o:ject Assessment l'onn, \'! ill g:iV(~ thc.' Cl:nl'l'aJ hank Llnd All) il \\'ay 
to (!('terl11ine Dvel' li.flIl' \'lhiC'l1 type of Pl'o-il.'cLs yie.Lt1 tJle fI1fJ,-;t 

Ill'lH' [' i l"s tll the till'gc.'l' group, lJas(~d i1l1 US!\IIJ d(jlla1'~'; i 11\'(,S u'rt. 

I{('plll(' illg iI I'ililking ~-;yS[I'11i hj II 1,(' ;1 I';I~,('· IJY-"i1~'l' cl('('j,.;jlJII 

;r:; PI'clit'c'l:.; lIJ'(' III'lIlli',IJl: in. Thl' IIIII~;1 ilTlpnl'l<ll1 I c'J'il('J'iil ill L11(' 

Fill;ll <lllll.Lysi~> \'Iil] dl\\'ays Iw \\'11(,[11('1' 1.11(' ["ilq~r't :~I'()lIJ! ,,':i II 1)1' \ •• j; i 
110[: ill' dil'('(~tly hC'IH'fitcd ;IS thl' I'C'~l111 or LII'Ojl'I'1 dc'\'(·lcIjHllcnt. Of 
COUI'S(!, any PI'D. i0(' t \\'1 Li eli pal' lil' Lpn Le's ill till' jll'! JI ill(' t j 1l!1 , li'l )'ke t i ng, 
or processing of cot tOIl ill' tnhaC'C'() \·.'f)lJld IJC II i sqlliLi if ll'd, 0\'('11 

though they al'e the ["'10 most il11pOl'taI1t L~d,'-ih ('1'C)P:'; jll'(lchICl'cl by small 
farmers. 
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PROJECT ASSESSMENT FORM 


A. 	 THE BORROWER 

1. 	 Name ••.••••..•••••••.•••••••••••..•..•.••••••••••••..• 

2. 	 location ....•...... .: .... ~ . .............................. 
3. 	 Current Activity •••••••••••••••••••••••••••••••••••••• 

4. 	 Address of enterprise •••••••••••• ~ I ••••••••••••••••••• 

5. 	 Total assets II ••••••••••••••••••••••••••••••••••••••• " • 

6. 	 Annual sa.le s .......................................... 

7. 	 Net worth .•.•..•.....•..........•......... ~ .....•...•• 


B. 	 ANALYSIS TO DE'TERMINE ELIGIBILITY 

1. 	 Does the pro,ject finance the production, marketing, or 
processing of cotton or tob~cco? 

No 

(Yes answer is automatic disqul.l.lificn.t.:ion) 

2. 	 Describe how the project will increase small farmer in
come. (Include input or output to bp industrialized). 
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---------

3. 	 Quantification of impact on the target group by the project. 

a. 	 Number of small farmers benefited ------.-------------
b. 	 Dollar amount of USAID funds to be used 

c. 	 Estimate annual total net benefits (dollars) to be 
received by small fanners ____________________ 

(For a and c explain how caJ.culated and any assumption 
made) 

d. Based on 3.a,b,c, calculate the following two ratios: 

Loan dollar per capita rnti~ = a 
h 

Benefits received--I~an dollar ratio = c 
b 

e. Detail what llnkage exi sts between the enterprise and 
smail fanner s • 
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-----

-------

4. 	 Benefits to groups other than the target group. 

a. 	 Impact on medium size farmers: 

(1) Number of medium size farmers benefited 

(2) Volume supplied _______________ 

(3) Percentage of total plant production 

b. 	 Impact on large farmers: 

(1) Number of large farmers benefited _______ 

(2) Volume supplied ______.____. 

(3) Percentage of total p1nnt production 

c. 	 Does an economic Justification exist for the utilization 
of ~ubstantia1 amounts of medium and large farmers'pro
duction? If so, explain. 
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----------

C. SUMMARY OF FINANCIAL DATA 

1. Requirements 

a. Projected use of funds dollar amount for each category 
modernization , improvement , establishment 

~---.---of new enterprise , expansion of present line of produc
tion , expansion into new product line_______________ , 
working capital____________________ 

b. Amount of propored investment 

Proposed loan______________________(1) 
(2) Self-financing 
(3) Other sources -------------------
(4) Total 

------~--.--------------------(5) Foreign exchange 
(6 ) Local costs 

2. Projected rate of internal return over 10 years (or indicate 
alternate number of years) 

3. NumLer of years required to recover investment 

4. Principal anticipated markets 

a. International (specify) 
h. Domestic 

D. INDICATORS OF PROJECT VIABILITY 
Yes, with 

Indicator Yes Qualifications No Relevant 

1. Provision of effective manage
ment for the project is now available 
or is assured in the project design 

2. Enterprise or Cooperative 
manages its financial affairs well and 
is a good risk to meet its obligations 

3. Working capital required by 
ente~~rise or cooperative is_a_s_s_u_r_e_d________. 

4. Pro,j ect has been determined to 
be of economic scale 

5. Adequacy of supply of raw 
materials and other inputs required 
has been demonstrated 

. 6. An effective market demand 
at level of production contemplated 
and at a satisfactory price has been 
demonstrated 
Explanation of negative and qualified responses 
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l!;. AREAS OF INTENDED IMPACT OF SUBPROJECT 
Baseline data and quantitative 
indicators - estimated outputs Source of data 

Description of nature of changes and methodology 
Impact Area of effect to be produced Yr. 1 2 3 4 5 of collection 

1. ~arget group (small farmers) 
benefits incidence 

a. employment 
- direct 
- indirect (farm) 

b. inco1ll:e 
- salaries 
- other (benefits) of 

total paid 
c. increased production/ 

productivity 
- increase on-farm 

production 
- new technology imparted 

N d. new alternatives for small 
<..0 farmer production 

e. other (specify) 

2. Agri-industrial infr~structure 
development 

a. new or expanded ~arket 
development 

b. new, non-traditional 
product development 

c. ~val of constraints/ 
bottleneck (specify 
constrn1nts) 

d. trad.1.tlonal export 
e. otbeJ." (provide services 

to small farmers, etc.) 



F. ENTERPRISE DESCRIPl'ION CHECK LIST 

Yes No 

1. 	 Utilizes nonnal agricultural raw material 

which has been traditionll.lly produced in 

reasonable volume 


2. 	 Involves minimum packaging costs and 

complexity 


3. 	 utilizes uncomplicated technology 

4. 	 Maximizes utilization of existing 

facilities 


5. 	 Complements existing facilities 

6. 	 Involves uncomplicated marketing 

7. 	 \olill operate effectively within eXisting 

limitatiol"s 


8. 	 Complements the domestic market 

9. 	 Receives no excessive protection 

10. 	 Exhibits good IDru1agement 

11. 	 Is solvent 

12. 	 Has internal rnte of return greater 
than 10 percent 

13. 	 Utilizes over SO percent domestic 
resources 

14. 	 Contributes to improved income 
distribution 

15. 	 Contributes to integration vith 
neighboring countrie~ 

16. 	 Contributes to production of basic 
inputs for other agri-industries 
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\' PROJECT DESIGN SUMMARY 	 Lif" of Project:
From FY to F'l, _______

AID 1020-ol8 [~-1') LOGICAL FRAAiEWORK (lNSTRUC.: .;]N, ~11,S IS "N OPTIONAL 
SUPP~E"€NT I FORM WHICH CAN BE USED AS AN "10 

TO ORGANIZING OATA FOR: THE PAR Total U. S. F uncI::iiJ~~$Z:2¥r;':7:0:0:,:00:0:::=
Date PreP<lred' 3.£J 8lif

REPORT. IT NEED NOT BE RETAINEDP,oject Tit'e & Number. RURAL EN~RPRISES 
OR SUBMlTTEO') PAGE 

~:'\RRATIVE SUMMA'" ___-+-'OBJECTIVELY VFR1FIABLE !~,DiCATORS IMPORTANT ASSUMPTI~NSMEANS OF VERIFICATION 
A5sumptia~s far achievinv ;001 targeto:Pro-Jror., or Sector Goo!: The btoooe" cblectl\le to Measures of God AUaicvement: 

which this project contributes: 

To increase s~ll faroer net income. 1. number of small 
reCei Yin,<; benefit~. 

farmers 

r. n'l::li'e: :):!' ne\tl 
posi t i 0": ~re!'te·\. 

areas 

employmer.t 
in rural 

Subgaal 

To relie.e one ::>r more of the "-:1,:
8tra1nt~. tn SmAll farmer inLo~e. 

1.e. te~hnology. transnorta~l'r. 

cost, labor, and price ::of~c.th ir,,,"t~ 

and outputs. 

1. 

2. 

Intr')duction of n ...... teclmology 

~etter ar.~ ~re stsole prices 
peid for c~ps pither tradi
t.j:>n~l C)r new. 

~. Pricp C)f i~rut$ reduced 
Rva11a~ility increased. 

or 

I•• Red'l"~~ pE'r 
·.~oc;t. 

=it trRIlS'port 

1..).. Better ut!.li:.a.ti:JT1 ::>1' labor. 

lnvPI" priC"(> 
goodf'. 

~f c:"Jnf:u:npt lor; 

1. 	 Internal stability continue.1. 	 Survey of each indu~try 

2. 	 No Adverse weather. 
2. 	 2urvey of each industry 

3. 	 The incen~i~~ for investment 
established by this project ar 
sufficient ~o encourage firms 
to enter the ec~~. 

I-f. Analysis of P!":),ject Asse~sment 
form. 



~~:.JE(T [;€:S:GN SU~.MA~Y rrc:- ~) 	_______ " .Ale 10%J-,a 17-71) LOGICAL FRAMEWORKSUPPLI!WENT I Totoi_Oj.S. Fu"d'V~2) 70Qa OOO . 
Co,~ ~ repa:,~= '1-16 _~ 

RUP~, ~~~PRI~S~E~S~____________________________P,oi~cl Title & Numb«' 

--- - ---- -- t~ARRATIVE-SUMMAR 1 OB~1E;'Ci I" EL. l vERlf IAbLt. t ...... ,'-.:.. ~ 0~) -; ME ANS-O-F-YER lr ie.,:...:- I~'~. 
----------~~~------------~--~__--~----------------------+_--------------------~------------b_----------------------------. -~M;'(;F<~ ~"-I 

Proitc! Pur... ""I.S~: 	 Conck"~s 'hat .;11 j"dlcote purp~~ ho!". beenl 
:,:"L..e-v~~. E.. ~ ,,:,f pt"O!f:'<"- "''''-'_''' . 

,T':> establi r,h a !!ltCha.!1i srn l~i t':--11 r-l t:~~ " . 
Central Eank capa~le of d~veJ~pin~ 


and promoting ~~ agro-industrial 100 :f ')f 18aJi f'.~.~~ fina..rICP 

infrastruct'lre which servec ·_he s-::-.all ~.a.ll -r~~r e..gr:)-ir.:il!!::'ri.:1.: 

farmer via commercial b!lr.~' f1r.,,~:cfr7 p:-J.,~ctc t:-I.!"""::)'~~ t:l~ :821

of agro-industries. 
 mercial ban.lo:.ing sector. 

3. 	 { 0: develop~ p~juction 
p~~essing or servi~in~ ~apa
city ievot~ t~ SMAll 
f~r!!'l('rE. 

4. Appli cat.ior. p!'O~es~ing t i ': C 

W :'lot 	=:-e thar. 
N 

1. 	 3ar.k !"ecoris an'l inspection 
visit~. 

? 	 P-8.nY. "'e~ .',-.10 and inspection 
.,'-: si ~.s. 

' 	 Pevie;l of individual enterprise 
r"cords p-Ild inspection visits. 

1,. 	 Centrfl.l Bank records. 
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VI. 


raised in the two cables to which 
this report addresses i-rself. . Our initia response to t 
issues is presented here to generate further discussion. 

A. How wi ll the project assure a satisfactory and continuing 
linkage between the small farmers and individual enterprises? 

Identification of the linkage that will tie smal. farme s 
to the e terprise is a requirement for subproject approval. Cases 
which cannot identify either an economic or institutional linkage 
will not qualify,. There are various possibilities regarding the 
linkages. Easiest are tho e cases where small farmer cooperatives 
undertake the project. Both ownership and management in thi type 
of situation are directly controlled by the small farmers, assuring 
the most direct type of linkage to the target group. However, as 
pointed out in the GAMCO feasibility study, there exist insufficient 
numbers of suitable farmer cooperatives to reac~ a Significant 
number of the target group. 

Where private entrepreneurs undertake the project a 
different set of criteria must be used. Most cases will be able 
to demonstrate an economic dependence of the entrepreneur on the 
small farmer due to type of crop to be processed or the type of 
output or service to be developed and the location of the project. 
Where insufficient linkage can be demonstrated due to economic or 
location factors, a contractual relationship ~ith CREDICOOP, AU 
~recooperative), CAH, or a cooperative would be required. AID 
will have post audit veto authority and where insufficient linkage 
has been demon.:d:rated, the project would be rejected . 

B. How will changes in the export markets affect roj ects 
developed as a result of this loan? 

The commercial banl s, which will be taking the risk , 
will necessarily analyze each project USing their own criteria . 
Banks are familiar and deal with, on a regular basis, the p oblems 
faced by the export of Paraguayan agricultural products . Eighty 
five percent of Paraguay's exports are , in fact , agricultural. 
Sensitivity analyses will be introduced to the banking system to 
improve their capability of analyzing mar et price changes. Further, 
projects wh'ich will depend on either the Argentine or Brazilian 
market for success will need an establisheli relationship, contractual 
or otherwise, in that country for the marketing 0 " the outputs. 

It is of course impossible to detennine !! priori what 
percent of projects developed will depend on export markets. 



However, using the list developed by GAMeD as a guide, a fair 
estimate would be one-third of the projects will be export 
ol'iented. 

C. 	 AHH(''-iS tile uegree to which project benefits will al'Cl'ue 
to persons not in the target group (i. e., larger farmers 
and entrepreneurs). 

Benefits accruing to farmers not in the target gro~p 
will be assessed by the Project Assessment Form. TIlis issue high
lights the importance of a linkage, either economic or institutional, 
between the target group and the enterprise. TIle required linkage 
is primarily needed to assure that the small fm'mer Las first access 
to the enterprise. Some enterprises \vhich have used all ilvailable 
small farmer output within their economic zone of influellce \vill 
have to prucess larger farmers r products in order to use fuLL pl<1nt 
r~apacity. Benefit s that accrue to larger furmers in th is flIilnller 
should not be viev.'ed in a pejorative sense, hut I'll till'r as il neccssary 
means o[ establishing plants of suffIcient economic sCLllp to :Je L1ble 
to ilcllefit the target group. The l'l'o.·ject Assessment form requires 

a ,just ificatioll ['or benefits J'cceivetl by [armel'S outside of the 

tu1"ge L gYOllp. 


Ilpl1c'fits \dlJ, o[ coul'se, d('Cl'lle lu tJll~ C'I1tl'epl'l'nelll's 
who take the l'isk uJ' establishing Cl I1C\' lJll~.;illL'SS. he l~xpecl thi~3 

by definition ill cllpitalistic socic~ties. CU1TPntly under stlldy 
are the level of risks faced by entl'epreIll'Ul'S ill1d the !lol'n',Lilly 
expected rate of l'e turn to capital j nve~; bncllls ill l'lll'ilgl.lay. If it 
appears after CUI1silicI'a tinn of thl'~;L' fat' tors lltctl Llll'l'!.:' exists 
the possibility ()f l'xcess prof its tf) C'll tI'l'pl'l'IlC'Ul'S, dL'sign featul'('s 
will be developed tl) (~Ilhal1ce COlllpC ti ti.on and IHlrrnaljzc profits. 

VII. FINAL pp SLIB\lISSlU~ 

i'1:issi 011 pJi1J]~: to cUll1pll~ Lt, ill Ll'llS i Vl' j'('\' ie'\', illld jJl'l'SCIll 
]{uI'ul i:ntel'priSl's PI> to !\IIJj\'J ,JIlIle'.I., 107(1. ,jUllf'} ]H'(~scnt<ltion 
pl'esumes no /!lajnr ('li(lilges tu 1)l'oJel~t dc::;igll (IS detuiled ill this 
report llI1l1 the timc'}y [H'o\,jc~ioll of ]ll'eviulls.1y rcqul'sted TDY 
ass istullce fl'()lll ,\1D/\'i. 

Ill'. j\o]Jl'l'L- Adl!'l', rOI'Jllel' pl'ograJll economist hl!l'e and 
Clll'l'C!n LJ y ~;Li1li(lncd ill Limll, \vill assist I-he r-Lissioll \'lith economic 
analyses. fUD/Lim e! llllS agl'C'ccl t·o a t\\'o-week Adler TDY on or about 
APl'il IS. 

\vo 1'('c1 lhLlL :,\'i,tJl the llssi.sL·llllce of Adler in addition to 
AID;t'J TDY r s till' in ll'llS i H! rC'v ic\\' Clln be completecl to !Tlcet the 
Junc~ I subIllission date. The i-\IDj\~ TDyls, a loan officer, and 
a financ ial allllly st \'.oulcl probably be most produc tive if scheduled 
to coincide with or directly follow the Adler TDY. 
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We will be working intensively with Central Bank personnel 
for the next month (March IS-April 15) developing the mechanism 
for both the Productive Credit Guarantee Program and the loan. 
The Central Bank is assigning the personnel needed to cumplete 
the PP and to develop the PRP for the Productive Cr~dit Guarantee 
Program. The PP will include a draft mechanism which has been 
agreed to in principle by the Central Bank and tl'e Banking Asso
ciation. 
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I. INTRODtmION 

This report is the result of four and one·half months of research 
and survey work, oriented to determine the feasibility of a develop
mental loan pro,ject to finance industrial and services activitiep that 
would have a favorable direct impact on small farmers' income. USAID 
Mission to Paraguay contracted the firm GAMCO, Inc., based in Atlanta, 
Georgia, to carry out the research and survey tasks. GAMCO provided 
27 man-months of technical and administrative personnel to the project 
known as "Rural Enterprises Loan". Annex No. I contains the statement 
of work, scope of work and staffing that served as the basis fo~ the 
services GAMCO was contracted to perform. 

A. Projec'v Background 

A review of the scope of work described in Annex No. I can 
be surmnarized with the following question: What types of' enterprises 
can positively affect small farmers' income in Paraguay? In order to 
answer this question, the survey team visited 62 agriculture-related 
cooperatives in Paraguay. A jetailed list of these cooperatives is 
presented in Annex No.2. In addition to the cooperatives, approxi
mately 150 interviews were held with various international and national 
institutions as well as with established businessmen and private 
investors. A special emphasis was placed in concentrating the project 
identification process on industries and other relevant activities that 
might locate in the interior, away from the Asuncion area. This was 
assumed to be a desirable goal, since any industrial activity that 
takes place in the interior would have a much greater impact (social 
and economic) than industries that locate in Asuncion. 

In an attempt to detennine geographic charactt.risticG and 
differenees for the purpose of this study, the country was divided 
into 10 different areas, which consolidate the 19 departments that 
make up the political subdivisions of Paraguay. (See Figure No.1). 
The basis for the determination of the 10 areas was ~ com~ination of 
two or more of the following fnctorc: 

Cooperative concentration and activity (starting point) 

Similarity in terrain characteristics 

Similari ty in degree of public infrastrur.ture 

Geographic relationship to central ~Arkets 

Similarity in the types of ,lgricultural activitie~ 

The department of Neembucu was visited but was not analyzed 
because it is primarily a cattle-breeding region. It is highly un
populated and does not have an agricultural cooperative. 

1 
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The interviews held with cooperative officials served 
general purposes, mainly: 

To develop data necessary to review small farmer inputs 
and outputs. (Sections I! and II! of this report). 

To understand the stage of development of the cooper8~ive 
movement in Paraguay (described in the following sub
section) • 

To identify potential (~hort-and mid-term) Eubloan 
projects (Section IV). 

Section V of this report review·s the development lines of 
credit available in Paraguay today. ~he last section (VI) presents 
conclusions and recornmend~tions concenling the feasibility of the 
proposed loan project. 

B. 	 Observations Concerning the stage of' Development of the 
Agricultural Cooperatives in Paraguay 

It is estilnated by Paraguayan Government officials that 
there are approximately 141,000 small fa.rmers (20 hectares or less) 
in Paraguay. If this figure is accepted as factual, it meeJ1S that 
approximately only seven percent of the small farmers in Paraguay are 
members of cooperatives. Table No. 1 presents the number of cooper
atives by region and their membernhip. Figure No. 2 illustrates the 
location of these cooperatives and thelr approximate area of influence 
(15 km. l~dius on the averuge). 

The figures in Table No. 1 reprcl)ent approximately oS:", of 
the cooperatives and qf31, of the coc)pcratiYe membership of Paraguay. 
Of the total mernLership that appears in Table No.1, approximately 
7Cf/, is composed of small farmers. O'w-third:)f the cooperatives 
account for a!1proximately 60-1, of the total membership in the country. 
Cooperatives are concentrated in the departments of CanendiyU - Alto 
Parana, Chaco (mostly large farmers), and ItA.p11u. 'l'her,e same three 
zones are colony areal), and with some excepti::ms in th~ urea of A1t..., 
Parana, the membership is composed of inmigra.ntr.: ?~cnnonites in the 
Chaco, Germans and .Japanese in Itapua and Brazilians in CanendiyU -
Alto Parana. The colop.,f 11.reas "e~m to be the most respan.sive t·) 
cooperative efforts. This is partly explained because of the cooper
ative tr&dition of the abovementioned ethnic groups. The cooperatives 
in both Chaco and Itapua are among the oldest in the countr~ and are 
by far the best organized with a tendency to be verticalJ¥ integrated 
(several industrial activities). 

3 




TABLE No.1 

LOCATION OF COOPERATIVES AND MEMBERSHIP FIGURES 

Zone Area (DeEt.) Number MembershiE 

I Concepcibn 4 402 

II CanendiyU - Caaguazu 7 2,094 
Alto Parana 

III Central - Cordillera 9 682 

IV Paraguar{ 7 773 

V Guaira. - Caazapa. 5 289 

VI Misiones 6 549 

VII Itapua 12 2,360 

VIII San Pedro 8 790 

IX Chaco 3 2,372 

X Amarnbay 3 51 

TOTAL 62 10,362 


'Ehe general Opl.nlOn of the survey team was that only one
third of the cooperatives interviewed nppear to have competent 
administration and leadership. The evidence that three of the roost 
successful Paraguayan co .Jeratives are nm by priests "eems te 
indicate that the most scarce resource in the c'):)peratlve movement 
in Paraguay today if, ~apable, trustwor+.h~y leadership. Gmall fa~er~, 
partly becauGc of their cultural level and partly because of bad 
past experience", have become e. highly alienated group in many areas 
of the country. 

In swmnary, the cooperative movement in Paraguay is still 
at an infant stage, and very likely it will be several years before 
a significant n~~er 0: small farmer~ will become cooperative members. 
Capital, competent administration, and trustwortby leaders are the 
three major constraints. In practically n.ll r.ases of the one-third 
of the cooperatives mentioned above, it was remarked that CREDICOOP 
is a maj~r factor in the successful development and progress of their 
cooperatives. 
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II. REVIEW OF SMALL FARMER INPtJrS 

This section of the report describes the prlncipal inputs utilized 
by the small farmers. The first part deals with personal con~1on 
inputs. The second part deals with "nondurab!e" inputs, ~nd the third 
and last part discusses the principal "durable" inputs. 

A. Personal Consumption Inputs 

Survey findings revealed important fact0rn that partly 
explain the rather low loan recuperation rates encountered by ~Bny 
cooperatives. Several cooperative officials stated that the special
ized nature of the cooperatives (production vs. savings e.nd loans) had 
some counterproductive features. While it was generally agreed that 
production credits today are much more available than in past years, 
it was stated, however, that often the &mall farmer does not have 
enough cash to support his family and meet emergency expenditures 
during the average six months between crops. This situation often 
obliges the small farmer to deal with the acopiado~es-almaceneros 
(general store owners who often act as middlemen of small farmer 
outputs). The small farmer can get cash from t.hese middlemen, but 
most often he prefers to take the merchandise needed by him and his 
family. Several persons interviewed stated that r,hi s situation often 
had the follOWing results: 

The merchants do not charge monthly interest rates on 
the cash they lend, but have first claim on outputs. 

Mark-upF. on merchandise that are 20 - ~~O percent higher 
than those charged for similar iteme in large urb&n 
centers. 

Mercr18.nts do not pay for quality differentials. 

The percentage mark-up is in direct relation to the distance 
from large cities like Asuncion and Encarnacion. ~he maximt~ mark-up 
is found in isolated border areas like Salto~ del Guaira where survey 
findings revealed an average mark-up over Asunc10n prices of 50 percent. 
In many areas when it rains and the dirt roads are closed, the prices 
of personal consumption items are doubled immediately. 

Once the small farmer has accepted money and/or merchandise 
from the store owner, he acquires an obligation to sell his production 
to the store owner. It is suspected by many that some store owners do 
not have accurate scales for weighing the small farmers I products. 
Since most small farmers do not have scales of their own, they have to 
accept the weight measurements of the store owner. Finally, according 
to survey findings by the Ministry of Agriculture, in 60 percent of 
the cases the store owners do not pay premium prices for quality 
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products, but rather pay as if all the products were of a lower 
quality. It is difficult to ascertain to what degree these allegations 
are true, but many cooperative and Ministry officials made such remarks. 
Table No. 2 lists the main personal consumption products purchased by 
small farmers. 

Six of the interviewed cooperatives operate stores that 
provide their respective members with personal consumption items as 
well as agricultural tools. Some of them even accept implements on 
consignment from Asuncion agricultural equipment importers. Table No. 
3 identifies these cooperatives. 

TABLE No.2 

PRINCIPAL PERSONAL C01'1SUM?rION ITEHS PURCHASED 
BY SMALL FARMERS 

Current Asuncion 

Products Baseline Prices * 


Sugar 	 34 ¢ 

Vegetable oil 	 1l0¢ 

Yerba Mate 	 30 ¢ 1/2 Kg. (packaged) 
18 ¢ 1/4 Kg. " 
40 ¢ Kg. (bulk) 

Soap 	 12 ¢ bar 

Salt 	 40 ¢ Kg. 

Noodles 	 60 ¢ Kg. 

Rice 55 ¢ Kg. (bulk) 
120¢ Kg. (packaged-Primera) 

Flour 	 80 ¢ Kg. 

Corn 	 30 ¢ Kg. 

Beems 	 48 ¢ Kg. 

Starch 	 48 ¢ Kg. 

Kerosene 	 35 ¢ Kg. 

Galleta (type of bread) 	 60 ¢ Kg. 

Cans blanca (rum) 	 80¢ Lt. 

Guaviram! (rum) 	 60 ¢ Lt. 

* 	 Several of these prices fluctuate throughout the year; 
they are used here for illustration purposes. 

7 




TABLE No.3 

COOPERATIVES THAT OWN AND OPERATE GENERAL STORES 


Name of Cooperative Location 

Colonias Unidas Itapua. 

San Lufs Itap.1.a 

Friesland Itapua 

La Paz Itapua 

Volendam San Pedro 

Mennonites (all three) Chaco 

Source: CAMeO Survey 

The Cooperatives listed in Table No. 3 are the best and more 
fully integrated (both vertically and horizontally) agricultural insti 
tutions in Paraguay. Their membership iE c~r.~sed of immigrants 
(mostly Germans) anJ first and second generation Paraguayans. 'rhese 
cooperative stores operate by extending credit to their membere and 
receiving payment after the crapo have bcpn harvested. 

It would be desirable to include Ell) potential 8ubloans of 
the Rural Enterprises Loa.'1 medium-term loans (three to fcur years) to 
develop cooperative ctores. The bene':'its of such cooperative stores 
would be the following: 

Reduce the cost of personal consumption items. 

Minimize t~e small farmerc' dealingr, with the almaceneros; 
thereby increasing the cooperatives' prospects for recu
perating thf~ prC)duction credi tc advanced t8 members. 

The ma.jor constraint to establishing cooperative stores is 
the ~vailability of capable and trustworthy individuals to operate 
such stores. Perhaps Peace Corps volunteers could train cooperative 
almaceneros. 

B. "Nondurable" Pr8duction Inputs 

The principal inputs of this type are the following: 
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-- Seeds and/or plant stocks 

Fertilizers 

Systemic insecticides 

Contact insecticides 

Bags and boxes 

Labor 

The seeds are acquire i th~ugh different t;ources. In h few 
cases the cooperativeG develop their C)'m, but in mst cases seeds are 
obtainvd from Servicio Nacional de Semi lias thr8ugh the National 
Development Bank. In the case of t8bac(;8 and cott~n, seeds a.re :::,fter: 
obtained through cpecific progrlll!ls carded out by the mnistry C'f 
Agriculture. According to cooperative officials, theee are the two 
most successful agricultural programs. A clear agricultural policy 
can be observed. 

Fertilizers and in[e(~ticide[; are impod,eri, an1 t.heir 
national production ir; very unlikely. C~)ttOli bn.g;; ufed f'J!' the c')l 
lection and transport (If cotton are prorl.uceri in Pll.ragu.IiY by one 
textile mill. Bags are estilMted t8 be verJ c:Jl;tly. The biggest 
demand is for ,jutc bagr,. .Tute is Il. rnllteI'ial Vlat l~ i!'!Tp.Jrted fr:Jm 
India since there is no ,jut/, prCYlur.tl,)1". in I'llrap;uay. 

Table No. 'l,.t... giVP.f a rietlli le,l l~~)f;t ;'!·e'~'.<;do .....'!, :-:,f production 
inputs for eight !lu,rlcultul"al products. Figure tb.) indicates the 
cost of agricult 11rt! field hand labor in ell.r;tern Paraguay. The remArk
a.ble difference hetwef'n re~lor.f: poir.tr. out the :nore riynamic area£: aD 
opposed to theit:preE/H~d rep:i:::nR where hr:'l.'lll fll.rmers' ine.:-lIne ie, at 
best, margina1. 

C. "[Jurab]e'l i'roJuctjr,n Innut,!' 
-------------~ 

Agriclllturnl to~l~ (:n.;:;, n.:li'r.~+.e.':, t·te.) an:' ljf;ually 
purchased by sm.'ll) f!1.rrDcrs at hll.nl"..(ar\~ st~rc!: in the r.i ties Jr at 
general st0rer; in "m'lll to.mr.. ~·~~::t t'y:,]r, fl.!·C ')1' !'lrazililln. Sp'lnish, 
Argentine and, r:lOrl' r~ccntly, :-11' !»lorr:"inn orig1n. -:'oolr are n~t 
produced in Paraguay, but presently a group of entrepren~urs ia con
templating the production of ~uch items. 

The m:J"t c:Jrnruon implement!> lI::ed by E:nalJ far::l~rs range from 
one to several of the follrr~ing items: 

Plows 

Tooth harrowers 
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Row C cultivators 

Dack-pack sprayers 

Sprayer carts 

Di sk harrows 

Seed fertilizer machines 

Corn shellers 

Threshers 

Elevators 

Chain saWB 

Fence wire (nonbarbed and barbed) 


There is practically no national production of the above 
listed implements (except wire). lbwever, in section IV of thi s 
report, a detailed description is given in connection with the potential 
feasibility of the local production of these implements. Presently, 
most of these implements are im90rted from Brazil by the Na·.iorlal 
Development Bank. 

III. REGIONAL CHARACTERISTICS OF SMALL FARHI'~ OUTPUl'S 

Small fanners in Paraguay produce a wide range of products. In 
fact, with the notable exception of coffee beans, tung, and most of 
the wheat production, n large percentage of the rest of the agricul
tural production is mostly in thp hands of small farmers. Table No.4 
contains a breakdown by region that indicates the distribution of small 
farm units in Eastern Paraguay. Studying Table No. L~, it can be 
observed that small fanner concentration ranges from '59 percent in 
l'ep;ion number two to 97 percent in region number thre(~, the average 
being about 85 percent. Small far', units are defined as 20 hectares 
()r leso. Perhaps a more significant indicator of "smallness" i6 given 
in the thi I'd col1lJ1U1 of 'rable No. It, where the percentage of farm units 
from zerc, to five hectares is found. On the 0-5 range, we observe 
that the concentration percentages fluctuate more, and we see that in 
four regions over )0 percent of the fUl1ll units have less than five 
hectares, indicatin~ the loc~tion of miniftmdio areus. 

A. Regional Heview :li' Small Fam.e:' Output!: 

In this section a description is given of the principal 
characteristics of the 10 areas of interest to this study. The infor
mation presented was 'Jbtainc(: fro~n: 

The r,f,atistic[; of the Ministry of Agriculture Encuesta 
~~?ecuaria POI' Hupstreo 1972/1973, 1973. 

The Small Fanner Subsector Assessment, USAID Mission 
in Paraguay, 1975. 
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TABLE No. l~ 

CUMULATIVE PERCENTAGE OF SMALL FARM UNITS 
BY RIDION TIl FOUR RANGES 

Total 
Number of _ _____ _ _ _ Ran~Has.) 

Region Farm Units 0-1 0-5 0-]0 o-?O 

I Concepcion 8,652 ylo 2510 4li ~ 

II Alto Parana 5,143 5 17 29 59 
Caaguazu 15,267 0.7 22 47 89 
CanendiyU y 

III Central 13,872 16 72 89 97 
Cordillera 18,760 7 54 78 92 

IV Paraguar! 24,962 7 54 76 91 

V Guaira 14,714 12 56 73 93 
Caazapa 10,591 5 45 64 88 

VI l<1.isiones 7,1fi2 6 44 63 78 

VII Itapua If),9Q5 2 22 42 76 

VIII San Pedro 14,T75 5 25 42 85 

IX Chnc() ?J 
X tL'llBlTlb IIY 2,891 2 9 73 

~/ Canendiyu Has created in 1974. 


?J Data. not a,'Iailab1e. 


Source: 1-1AG - Encuesta A~roEecua.ria per Muestreo l 1972 
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-- Field interviews by GAMCO, Inc. 

-- Various other governmental i ,nstitutlontl. 

Table No. 5 presents ~ quantification (percent~e) of the 
number of hectares within each region dedicated to the cultivation 
of 22 different products. It was not possible to determin how man~ 
of these hectares are in the hands of Rm&ll farmers. However, we 
have a good idea o~ the relative impo ance of mmall farmer contribu
tion to the production of these products from T&bles No.4 and No.5. 
Table No. 6 presents the average yield of 19 products by; region. T e 
regional presentation given below lists the principal products of 
each region. Only those products that compose 10 percent or u.Jre of 

.e national production are included in each area's description. 
A . 0, whenever the 10 percent or more types of products have a higher 
yi d than the n~tional averages, such characteristics are identified. 
Figure No. 4 shows the geographic d.1stdbution of prin 11>a1 crops by 
region. 

1. CONCE'PC .• ON ,.-

Number of Cooperatives: 4 

Total Membership: 402 

Number of Farm Units: 8,652 

Principal Agricultural Products: 

Castor beans 1l,300 ha. - 4~ of national product 
Corn 9,700 
Cassava 8,000* 
Cot ton 5,700 
Round beans 2,000 

Area Characteri atic8 

Concepcion 1s clea.rly the most epreued area visited 
by the survey t am. Traditionally ~ cattle T&j,Sing area, its agricUl
tural development is presently being constrained by a drop in price of 
its principal product, eastor beans. Coopel1ltive ofi'iclals inter
viewed indicated that cotton is 'a promising crop for the region.given 
the department's c1i!!!&te. They also indicated. ,tbat the lad:. ot 
storage sheds for cot~ n forces the small farmers to I~ll at a dis
advantage. Concepcion' 8 second largest agricultura.l product is eorn. 
It is a traditional crop that small farutel's prefer to plant, rince 
they a.re knowledgeable about its cultivation. Overall corn 71·& 

* Yield per ha. greater than national ave~e. 



TABLE No.5 

PERCENTAGE OF NUMBER OF HECTARES BY RIDlON AND PROD~ 

R e g i 0 n s 

Country 1 2 3 4 5 6 7 8 9 10 
Products Total£ 

{OOO Han) a b a b a b 

Sorghum 5.5 4 9.2 1.8 2 6 76 
Cotton 91.2 -::/, 14 1 12 21 4 4 6 10 7 1 0.4 
Upland rice '5.8 0.3 27 2 0.5 5 0.7 3 5 8 0.5 32 

r:: ~Sweet potatoes 14.3 3 17 10 11 10 6 2.5 5 6.2 6.3 2.4I • • J 

Soybeans 81). Q 3 4 3 2 12 59 2.4 7 
Tobacco 20.4 2 11 29 1 9 10 3 9 1 1 22 
Cam 192.6 '5 5 1.1 c; 8 16 7 6 4 1.6 8 3 
Cassava 144.5 6 4 14 8 

" 
11 14 9 7 3 12 9.4 2 

S. cane for sugar 17.7 3 18 5 60 11 
8. (:ane for molasses 10.3 1 10 25 35 4 19 1 
Irrigated rice 1£. • '5 1.2 2 9 11 0.6 2 42 32 
Onions 3.6 'j 21 7 27 6 5 1 12 6 
Wheat ?O.3 2 7 10 22 36 16 
Peas 3.2 4 8 4 14 ?9 10 6 3 1 10 6 0.6 
Peanuts If..O 4 1.1 1.6 2 11 12 3 7 2 7 6 24 2 
Potatoes O.f· IP: '),- 18 15 3 21 18 
Beans 1+6 .C II 'i 11 (, 9 17 7 8 5 12 6 

11- qc.Lima beans 8.1. ,') ... 13 3 2 7 7 1 16 10 14 
Alf'alt'a 11.( -. 

.j 1 1) 27 7 14 4 7 4 14 3 1 0.9 
C' c;'.lCastor beans 23.9 47 O. (J ) 3 -' 1 2 2 15 10 4.J 

Sour Orange leaves!! 30 1.8 11. 0.3 31.5 4.3 0.1 3 0.1 46.3 
Mint !•• 3 ..,~. '5 3 1.5 1.5---_.
Y Tans of essential oj1 ;..rod. 

Source: MAG - Encu'!sta Agr8pcc·.w.r11l po!" ~est!"eo 1973 
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are below national average by five percent, and usually r aw one of 
the lowest prices in the nation. Cooperative leaderaexplained that 
besides the castor bean prices and storage prob~enrs mentionea aoove, 
Concepcfon's small farmers are confronted by other problems: 

-- Much of the land held by small farmers was previously 
timberland and the presence of tree stumps and logs 
prohibits mechanization. 

-- Their geographic location and the particular~ bad 
road system put them at a constant relative dis
advantage with the re st of the nation, since the 
department of Concepcion is the most di stant from 
central markets • 

.All but one of t he cooperatives i ntervi ewed, were experi
encing serious financial problems because their members we re not paying 
their financi al obligat ions . The pri nCi pal villain, according t o t he 
cooperative leader s , was the acopiador-aJ..ma,cenero (general st or e 
merchant). Thi s almacenero is fOOTe successful i n obtai ning small 
f armer outputs than the cooperat i ves for t he reasons discussed pre
viously in Section II.A. 

As shown in Figure No . 3, Concepcion has t he lowest 
wage rat es for f iel d worker s . Not being a min1 fundio area., the low 
wage si tuation j ,8 likel y to r epresent underemplOyment , as might be the 
cas in the cent ral area (sub - section 3 'in t his chapter . 

This ar ea ' s pre sent sit uation undoubtedly merits the 
highest prior i t y in the Rural Enterpr ise s Loan . A cons! erable, ·effort 
shoul d be nlade by t he l nst!t ut i ons af fect e by the loan to pt"P'mote any 
type of ac t ivity that might increase employment i n thi s a~a . 

Four promis i ng proj e t s '.I re identified uring the 
course of t his st udy : 

-- Cast or oil extrac t on f ae;.cry 

-- Past eurized j uices an confe .t1onery 

- - Hog breeding proj ect 

-- Silo and Dryer proj ect 

-- Corn f l our processtng plant 



-----

2. CANENDlYU - ALTO PARANA - CAAGUAZU 

Number of Cooperatives: 7 

Total Membership: 2,094 

Number of Farm Units: 

Alto Parana: 5,143 
Caaglw,zu 15,267 

Percenta~~ of Small Farmers: 

Alto Parnnll: 'j4"h 
Caaguazu mlo/J 

Principl1.l Ar,rir.ultural Products: y 
Alto Parana caaguazu Percent ':If 
He~tarel) Hectarcl) National Product 

Mint 1.,000 131 rf; 
T':Ibacc') 2,500 • (,100 19 
Lima beans 1,?011· 1,0:,0 27 
Onion Co) 22')r: F1P,.o. 
CQttQn ?, rOO' ]'),000 20 
Sweet Potatoes ~r.. • 2,1100- 19 
Cnf.savfJ. '),200- ~)] ,000 lA 
P':Itntoe!: ? :'07' 18 
Peanut:' ?OO ~~,nOO· 17 
Corn 9. ~'OO. ?:?,OOO 16 
Rire (upland) 1,(,00 J, ')00 ll~ 

RC'ltmri heans 1,500 • <:,,000' 14 
Petit-grain ')') t-:>rlS 14 

c:,.,q.AlfRlfa 	 .' i" '5 ~~ • 14 
Garlic 	 12 2117 13 
Pear:: 	 258- 1311 • 12 
SQybcun:' \Jr:('; .. 	 11~J • 1,000' 

y 	Figurc~ del'ivc,j fn:n~rYn i\grieult ·1 ren['u['. Tn )C)711 Alta ParanR 
was subLiividerl int:l ('anendiY'.l. Du. :"':' cxtr1l:Jrdinar,{ accelerated 
development, present figures arc probably tilQ to three times greater 
than thQse sh'Jvm nh~)Ve, particularly f:""'r soybeans, r.tint, and tobacco. 

-. 	 Yield per hectare greater than national average. 

19 




Area Characteristics 

Second only to Itapua in terms of present agricultural 
development growth, this three-department area will ver~ likely become 
the most important zone within Paraguay's interior. The rationale 
behind the conglomeration of these three departments into one for the 
purpose of this study is that all three have the following similar 
features: 

Area of new colonizations 

Terrain - high concentration of timber land, that is 
very fertile once it is cleared 

Agricultural productivity being positively affected 
by significant migrllti:')n of Brazilian fanners of" 
Eastern European cxtractLm 

High concentration of small farmer r:::::>:::>perative 
development 

Nearness to Brazil yielclr. cxceLent alternatives to 
economical export logi"l;j I~:"' 

j'he prescnt ana almof:t cCl'tuin future economic growth 
of this region Hill shortly biccome l'nrur:uIlY' s bc:.>t asset. This urea 
has the highestpot.fmtial of becominG the salvation 01' the small 
farmers of the central zone. The waBes pair] to field hands (see 
Fi~ure lio. 3) is a (' ll>ar incU cation ~)f the economi c importance that 
this area is already :'hcndnr:. lbr;t :)f the Brazilian immigrants are 
hir,hly product:i.v., ;;n:J 1 farmer~;, anl1 arc alrc(vly affecting native 
Pnrap;uayan SlTU111 faIT!"!':; thrclllgh the r!r:m:Jn[:truti'"m pffr:r:t ')f more 
nrlvancerl farming techn::..l '..1(,:1. The i ~~::;lati;)n far.t:J r ')[ the nl.'W c:)lonies 
contributes to neH c()~)pere.ti ve devcl:)pmcnt as it cFtn be 8t>served i.n 
the member::;hip figure:; ')f Annf'x No.2. 

Interview; '>Ii th c'J'')pcl'uti'ips ;)f these rcr,i::>nr. revealed 
the following problemr.: 

Impediment to full I all 1 I)~~ i1izution Ulld mechanization 
because of tn'" :;1 'mps und the prf~sence in the 
fields of nonco~~ercial 18gs 

T:Jo rapid gr~Mth ha:, C'rerrted an acute shortage of 
st()r~e r:: apaci ty 

This area should have a priority ranking similar to 
Concepcion in terms of pro,ject promotion for entirely different reasons. 
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The high priority ranking for Concepcion would be an effort to 
create deve1opment, which by definition means long-term results. 
In this case, however, a high priority ranking is needed in order to 
cope with the rapid deve10pment of the zone. This area offers short
term results, and the impact of its development is much larger in 
magnitude because of the short-run benel ~t it can brir.g to small 
farmers who presently reside in several different areas 0f the country 
a.nrl ",ho might relocate to this region. Development in Concepcion, 
which is urgently needed, would be addressed to a smaller group of 
people. 

Several projects were identified for the area: 

Balanced feed mill 
Milk, cheese and butter plant 
Work clothes production 
Machine shop 
Silo and dryer project 
Rice mill 
Cassava flour mill 
Mint crystals processing plant 

3. CORDILLERA - CLNTRAL 

Number of Cooperativer,: 9 

Total r~embership: ()R2 

Number of Farm Units: 

CordiJ.lera: 18,760 
Central 13,872 

Perc.:entage of ;'mllll Farmers: 

Cordillera: SY2~ 
Central 'YfL 

Principal Agricultural Products: 
Percent 01' 

Central Cordillera Nat'l Product 

Abacachi pineapple 
Cayenn Lir,11. pineapple 
Peas 

010,000 Y. 
73'1,000 Y 

441 ha. 

11,000,000) 
3,700,000) 

929 ha. 

52 

,~ 3 
Sugar cane for forage 
and molasses 1,000 2,600 ~ 35 

Alfalfa 1,250 34 

21 




Petit-gl"ain 1,235 tn. 
- Banana "cara~" 820,090 Y. 1,000,000 !I. 

Golden banana 1,600,000 Y 675,000 !I 
Sweet potatoes 1,470 ha. 1,600 ha. 
Potatoes 12 109 
Cassava 10,,900 ,200 
Sugar cane for sugar 2,770 57 
Round beans 3,000 * 4,000 
Co;:n 9,100 1.6,200 
Cotton 1,300 10,600 
Peanut 2,000 
Lima beans 236 * 750 
Tobacco 300 1,800 

Y Number of plants. 

* Yield per hectare greater tho~ national average. 

Area Characteristics 

The small farmers in the se t , departments survive under 
a set of rather peculiar circumstances . Sixty Mrc.ent of them live on 
farms that have an average size of three hectares. This lIlinltundio 
region does not appear to have much of a future unless some drastic 
changes tal;e place. There is a host of underemployment as vell as 
unemployment. These two departments rank second lowest in terms of 
field hand daily wageD. Despite the fact that a considerable number of 
Paraguay' s major industries are located.in bis area, there is a l.&rge 
unemployment problem. The soils in some sectors are among the least 
fertile in the eastern region. Most of the cooperatives in the area 
have too few members to be effect!ve. The promotion and development 
of horticult r e could be a partial solution to the problem of the 
small fanners. Its proximity to Asuncion a~ready makes this region 
the la1' est producer of vegetables. 

Survey findings reveal a )0: rlage of wooden crates 
and boxes for the collection and transport of frllitsand vegetables. 
Cooperative leaders complained about the high cost of wooden boxes. 

Most of Paraguayan handicrafts a're 'Produce in these 
two departments. Survey team members contacted the new Office of 
Handicraft Promotion (SPA) which is part of the Mini!ltry of Industnr 
and Commerce. Tllis is a new ser:, ce that has been in existence tor 
less than a year. Its work program for the promotion and deve~
ment of nandicra.:t'ts in this area seems to be very promising. Such & 

program, to be effective, requires technical assistance and financial 
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support to SPA. On the technical assistance side, SPA's program is a 
natural for Peace Corps participation. GAMeO technicians put both of 
these two institutions in touch and preliminar,y discussions concerning 
possible cooperation have already taken place. In addition, the 
following potential projects were identified: 

Fruit pulp and gla7.ed fruit p~~cessin~ 

Silo and dryer project 

Candy manufacturing 

There are several other potential pro.iects in the Central 
Zone that are discuseed in Section N~. IV. These are not mentioned 
here because they are oriented to serve all emaIl farmers in Paraguay 
(e.g. law cost intermediate technology implements) and not ,just these 
two departments. 

4. PARAGUAHI 

Number of Coop~ratives: 7 

Total Memhership: 773 

Nwnber "f Fnrn 11ni ts: 24, q:;2 

Percentage of :m:111 F'\l~err': 90 

Princ ipa} Agri cuI turn1 P~ducts: 
Percent of 

Hectares National Product 

Sligar cane for molasses 1/25 35It 

Oni~m 1,125 27 
Cotton 18,710 21 
ROImd ~~anf, 7,HOO 17 
Corn 30,700 16 
Potntoes AR ~ 15 
Alfalfa f~47 .. 14 
Cas Silva 20,200 14W 

Peanuts 2,200 • J2 
Rice (:irrip;nten) 1,800 11 
Tobac(~::> 2,100 10 
Wheat 2,500 10 
S·....eet T':1tatoe s 1,395 10 
Peas 103J8 • 
Pimiento:; Y
Strawberries !I 

!I Data N/A. It is estimated to be si~ilar to Central 
which is the other major production center. 

* Yield per Ha. greater than National Average. 
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Area Characteristics 

Paraguar! is very similar to the Central Zone and 
Cordillera in tenns of the number of small fanners; however, there 
are some important characteristics that tend to set Par~ar! apart 
from the other two departments. 

Paraguar! is an important surgarcane producer where 
there is even a sugar mill that processes the depart
ments' total sugarcane production (400 tons). 

Its agricultural production is more diversi.fied (less 
fru:its versus more vegetables). 

Cooperatives appear to be more successful and one of 
the oldest and most efficient foreign cooperatives 
(La Colmena), corr~sed of Japane"c merrillers, is based 
in Paraguad. 

According to cooperati'/e officia.ls, the lflcY.. of 
storage sheds is more critical, given their grain 
and tobacco production a.nd the condition of their 
road system. 

The tomuto productior: rat renched such a level that 
a tomato processing pro,iect rrJ.ght be developed. 

Paraguo.d, like the departments of Central and Cordillera, 
has a rather large percentage of small farmers who work on leES than 
five hectares (54 percent). A businf'~:l!:.n.l, ",ho has purchased and 
exported tomatocE from the area was identified as a potential investor 
for a tomato proceB~i.ng plnnt. II procc::;sinp; plant in the department 
would offer the min:i.ftmdio farmers an excellent <\] ternative to change 
to an intendve type of cultivll.tion. 

CGoperative offidflh ,;tutea that up to 20 percent of 
first class tobacco is lost to lower \~l!.l,3c;·j fications due to the lack 
01' adequate drying and storage facilities at the fann dteB. 

5. GUAIRA - CAAZAPA 

Nwnbe" Gf Co-::>peru tiyes : ') 

Total Membership: h19 ~ 

Number of Farm Units: 

Guaira : 14,714 

Caazapa: 10,591 


* Membership of two cooperatives was not determined. 
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Sugar cane for sugar 11/109 .. 
Potatoes 15 
Sugar cane for 

molasses 371 1,975 23 
Cassava ~,400 9,7 16 
Round beans 3,200 ~ 3,600 15 
L ma beans 573 14 

13, '* ;1.3Corn ~ '. 11,000 it 

Tobacco 700 * 1,800 12 
Onions 237 257 11 
Alfalfa 187 340 11 
Peanuts 600 1 1,200 10 

~ Yield per hectare greater than national average. 

Guaira an~ Concepcion are among the ~st traditional 
agricultural areas of Paraguay. Th principal agricultural product 
i s sugar cane which i s produced al:mo Q't exclusively by umall fat'lMrs. 
Caazapa' 5 products are more di versifie than those of th~ department 
of Gutlira . This latter depa.rtment has promoted the introduction of 

+r,q.t,~cs, grap~ " , and silk worms within the last few years 'in o.n 
et ...c-t to diversi1'y its agriculture ,production. The results have 
been satisfactory, but there still 1s a long Yay to go. 

There are several districts in the Department of 
Caazapa that are known to have excellent terrain for ag.ricultural 
production, but the lack of roads stops anY further agricultural 
development . 

It was learned through field interviews that in this 
particular area the Credito A ncola de Habilitacion (CAR), through 
the formation of AUCA Asociacion de Usuarios de Credito Agr!cola), 
and the coordination of technical assistance from SEAG (Semeio de 
Extension Agncola) have obtained excellent results. This institu
tional joint effort bas yielded better crop results" and a l!1gh 
repayment record of production credits. 



The latest development effort in Guairn in the promotion 
of' hop; rll:l:linp; nmonp; flma.ll fnrmp.rB. Olle of tht' r.hort-t,l'rm pro.lf\C~tl'l 
1t/nntlf'1f'rI by t.h:I:: ::Lnrl,Y (lln]nnced fpf'ci mjll) ·If: th,' 11l';~t nl"rPA(lflry 
r.tep IJpfon~ thf~ fInnl ntnge .:>f indur.trinlization ((1] lillfl,hteI' anrl 
packing for export). An additional advantage of thi, region i~ that 
it in one of the few areas thnt is served by thp nati8nal rnilroad. 
Up to the present, thif: adVAntage has not been truly (~apita1ized by 
the area, because of the lack of divenification into activitles that 
might draw advantages by using rail Ecrvice. 

The Caazapn nrea i" nn (:xcellent one f::)I' p:Jtato pr'Jduc
tion, but storage sheds and a refrjcerated warehouse ~rp needed before 
these promising Hf!,ricultul"11 productr. cun he further de'rcloped. The 
field interviews helped identify tl . f:::Jllmling potf'ntiCll projects. 

Balanced feeJ r'uti ~n plant 

Yf'rha matt' rni 11 

Expansion r,r '.:jlle r:t:Jr·nge and processing facility 

Charcoal brjquette plant 

6. 	 MI SIOI\I'::: 

Number of ('o',)perutivcs: 5 

NwnbC'c :::Jf FHr:n Unit~:: 7,1(2 

Per~cntage 

of T:Jtn1 Has. 
Hectaref' in Paraguay 

Trrigltpd rice 7,000 42 
W1e'1t (,000 ~ 23 
Soyb€'ans 12,000 .~ 13 

* Yield per Ha. greater than National Average. 
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Area Characteristics 

The terrain in the Department of Misiones is character
ized by open fields with low gradient, which can be prepared for 
agricultural use at a rather low cost. Misiones is different from 
the new regions which have excellent soils but are rather expensive 
to clear due to the presence of timber. This advantace is offset by 
acid soils that need to be stabilized with lime. 

Given Misiones' terrain characteristics and the types 
of agricultural products that are developed there, it is perhaps the 
most mechanized region in Paraguay. This mechanization is due to the 
presence of large agricultural units, but small farmers benefit 
somewhat too because there is enough equipment in the area for them 
to rent. 

The interviews held with the local cooperatives revealed 
that they (cooperatives) are experiencing a low rate of recuperation 
of the agricultural credits they ~~ovided to their members. Similarly, 
the production cooperatives do not commercialize their members' crops 
to the rest of the country. The small farmers sell their production 
to almaceneros, often because of the personal consumption items 
problem discussed previously. 

The following projects were identified iu Misiones: 

Pasteurized juice processing plant 

Coconut oil extraction plant 

7. ITAPUA 

Number of Cooperatives: 12 

Total Hembership: 2,360 

Number of Farm Units: 16 ,905 

Percentage of Small Farmers: '76 

Principal Agricultural Products: 
Percentage 

of Total Has. 
Hectares in Paraguay 

Tung 25,000 99 
Soybeans 54,000 * 59 
Wheat 9,200 "* 36 
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Percen,,~~e 

of Total Has. 
Hectares in Paragu!l...-

Irrigated rice 5,500 * 12 
Potatoes 108 * 18 
Lima beans 1,326 16 
Corn 31,500 16.J(. 

Alfalfa 618 * 14 
Cassava 17,000 * 12 
Round beans 5,700 12 
O.ions 482 * 12 
Cotton :i..O,OOO * 10 
Peas 327 10 
Yerba Mate 30,000 ** 

* Yield per Ha. greater than National Average. 

H The relative position is not known but it is 

estimated to be over 50 percent. 


Area Characteristics 

Itapua is the most important agricultural area in 
Paraguay. Its terrain has large sections of tirnberlarld that are very 
fertile once cleared. It is a tradition&.J. .:>gricultural area and has 
the highest incidence of cooperative organizations and development. 
Along with Misione~, it is one of the better mechanized zones in 
Paraguay. It has a relatively good road system, even though most 
roads are unpaved. The cooperative development is highly influenced 
by the concentration of people of foreign backgrounds including: 
Poles, Germans, Ukranians and Japanese. 

r-1embers of the "foreign" cooperative~ tend to have an 
average of 20 to 30 hectares. One cooperative, h:JWcver, has an 
average of 50 to 60 hectares per member, but land utilization is 
shout 50 percent. In this department the cooperative ·.)fficials state 
that they have been getting excellent results in ~heir work with the 
National Seed Service (SENASE). 

Most''roreign'' cooperatives finance 30 percent of the 
crop costs to their members. In mast of these cooperatives the 
members are not obligated to sell their products through the cooper
ative. Those \-lho do, receive a 10-percent advance before the 
products are actually sold. One cooperative expe-'-J.s the members if 
they do not sell their products through the cooperative. A~IOOBt all 
cooperatives have general stores for the con~enience of their members. 
Cooperative officials remarked that the general store principle 1s an 
excellent tool to develop full cooperative integration and member 
participation in the pursuit of cooperative goals. 

28 




Despite the fact that Itapua bas a large silo infra
structure (both public and private), there is a shortage of storage 
space because production continues to grow every year. 

The following projects were identified in Itapua: 

-- Tomato and soybean sauce plant 

-- Balanced feed mill 

-- Hog ra!sing project 

8. 	 SAN PEDRO 

Number of Cooperatives: 8 

Total Membership: 790 

Number of Farm Units: 1,475 

Percentage of Small Farmers: 85 

Principal Agricultural Products: 
Percentage 

of Total Has. 
in Paraguay 

Pet i t-grain 182 tons Ilf: 

1:obacco 4,600 has. iI 22 
Wheat l~, 100 han. • 16 
Castor beans 1~,lOO has. • 15 
Bananas 2,170,000 treer, 15 
Lima beans R30 has. 10 

Area Characteristics 

Agricultural development in the department of San Pedro 
is c::mcentrated ~.n the fl.reD.~; b8rdering thp. Paraguay River, alongside 
the road from San Estnnislao to Puerto ROEario, and the area around 
the capital city of San Pedro, The rest of the department docs not 
have much agricultural activity. The department has considerable 
concentration of timberland areD.~, D. feature that makes mechanization 
difficult even by animal cr8.cti::m because smAil farmers' lob often 
have many tree stumps that take several years to eliminate by the 
conventional ~cthod of burning. 

Of the eight co::>peratives, tv::> belong to Mennonites. 
Their presence in the area has been a favorable one for the Paraguayan 

* Yield per Ha. greater than National Average. 
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farmers. Small farmers have 8l.so benefited from special prosrams 
sponsored by the German GOvernment~ Tl\ere iJJ high conoentration.{)f. 
farmers- who dedicate -most of their activijiies to bitter orange plan
tations. They are presently going through a dift ~ t period due to 
the low prices of petit-grain ~8lence in the international markets. 
Several of the cooperative officials interviewed Itated that ~ec~1c8l 
uvristance is needed, particular~ advice as to the t~ of products 
they should plant. The cultivation of potatoes has had I favorable 
results, even though he average yield in t~ department is ~er than 
in most areas (See Tatile No.6). Most of t c rativel intervieved 
(other than the Mennon "'es) would like to cODIDerciallze their ..mers· 
pr ~ucts, but ofien can not because ot the lack of funds. These 
cooptlratives can only sell the produots first and pay tpe JDelIi)ers 
fterwards. Those that have done some commercialization have done so 

with B me very good results in terms of tne prices obtained for the 
products. In San Pedro t people interviewed commented on the dif
ficulties in getting their embers to market their products as a 
group because many sell to the almaceneros. The need for storage 
sheds was found to be generalized all over the depar;tJDent. San Pedro 
does not have the advantage of paved roa(ls in it l!! territory; therefore, 
the transportation of product s by road if) oostly be<:l.uee of the extra 
distance 'that has to be traveled to connect vtth the paved 8y;stem. 

9. CHACO 

Number of Cooperatives: 

Total Membership: 2,372 

Numb r of F rm Units : t.mlO1 lITl 

Percentl41; of Small Pf\l1lU}TO : No,t known. The only ones 
that can be quantified are the I ndian coo-perathee:" which have approxi 
mately 350membel"s ~ with an av rag of twenty bectares per ,melIi)er. 
There are, howeve r, several Paraguayan mnall fa~rs in tbe .ugar c~e 
area near Asuncion. 

Principal Agricultural Products : 

Sorgbwn 4, 200 ba$. 7fII, of total haa.in Paraguay 
Peanuts 1.,300 
Sugar cane for sugar 1 350 
Castor beans 2,500 .. 

* Yield per Ha. greater than National Average. 



Area Characteristics 

The terrain is semi-deeert, with eerious water ....-oblems. 
Most water, when fotmd, is deep and highly brackish. The Mennonite 
colonies in the Chaco are the prime representatives of highly developed 
cooperativism. The members are all large farmers: 

Cooperative Neultj.fJ(l : 600 has. average per member 
Cooperative Ferheim : 180 has. " " " 
Chort1tzer Kommittee: 200 has. " " " 

There are several factodps vh:! ch process thf; m,>mbers' 
products: three peanut oil extractiul: rlnntr., a large tannin extrac
tion factory, a large cheese and hutter rlunt, :~nri i.h· only palo santo 
essence production plant in the ;.'orJd. Their cooperative p:enerlll 
stores operate on a credit baci~ year ar::lUrd, until the mt"mher,J are 
credited for the crap, they hR.'!" pnulll'f·d. Th(' halan':e rf'mainlJ as 
credit on earh member':: account. It if, p"~.f'~icnl1y 6. c1tahler.s !;ociety. 

'111~'Y hILV(: OCp;'l!\1~ecl ::~:V('PL~ ~,r tnt: n!l.ti','(' In:!ian:: into 
small farm-:rs '.. i th ':()')pe rat i'", r,y::t"l:l:: :·l~r.U ~lr Ll t'wi r::, inc 1:1'11n12: 
Mennonitr; Ap;r1culturill t'xten~;j:'fl fJt'~)pl.~ ·.... h r 

: 11 VI' ,... lth th(' IndilinE!. 

10. AMAMiAY 

Pdncipl.ll t~di'\lJ tural PMdllctS: 
Percenttlfl;e 

of T~tal Han. 
1n Pl'\r~ 

Cofff'C bean;. un_\rn~ 

Upland ric,! :. ,100 
Peas :., .-'0 

Area Charact~risticr 

The A:'!".Ll;n':Jay area i" hip;hly r.haracter.ized by large timer
land sectors. It~ agricultural development in l:rIstly the work of large 
farm units that have a high degree of ~echanization. Jbst lbnd clear
ing was done with hcaV'J equipment: therefGre, it 1s d.1.fferent in thIs 
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respect from Alto Parana -lcanendiyU, pan Pedro, Concepcion1 
agricultural ar-eaS' in Itapua. 

One of the cooperatives is made up of Japanese members 
who also plant mulberry plants tor the silkw 1"Dl industry. The area' 6 

nearness to Brazil (dry border) permits dire~t commerci&llzation with 
Brazil and the procurement ot cheaper agricultural equipment and 
personal consumption items. ThiG area is also unique in that all of 
the cooperative members have title to their land. 

This is one of the richest regions in Paraguay with 
great potential for continued agricultural develo~nt. Practically 
all coffee production takes place in Amambay. The producers, who are 
generally large landholders, are organized into an association. The 
only problem detected through the interviews is the normal shortage 
of s110s that is characteristic of boom areas such as Amambay. The 
capital city of Amambay has the largest concentration of lumber mills 
in one single district: 42 lumber mi ~,S in one industrial park. 

IV • POTENTIAL PROJECTS 

Shortly after the survey work got und~rway, potential industrial 
and service activities began to be identified in the interior. Many 
of these activities were at first thought te> fit the criterion of af
fecting small farmers' income, but were later dropped from consideration 
because it was not clear how these industries would increment small 
farmers' earnings. A.fter several roore viable and direct pTOjects were 
identified, it became clear that the ideal projects were the ones that 
are oriented towards a cooperative. I n other woros, the vertical and/ 
or horizontal integra.tion projects for cooperati ves satis:1'y the mandate 
of the Rural Enterprises loan. However I mst projects that can affect 
small farmers' in ome are unlikely to fe.ll. vi thin the techn! cal, 
managerial, and ca:~ital availability of lOO.st Paraguayan cooperatives. 
A s i n most development progrWU.B, the human element is always the fin&l 
constraint. 

The project s that were identified fall under three categories. 
Following is a brief case by case disoussion of each pro ect rlthin 
the three categories: 

A. Short-term Projects 

In this category the projects that are listed can be developed 
almost immediately since the identification includes entrepreneurs ~r 
cooperatives that are interested. in undertaking the investments. The 
ultimate technical and financial feasibility of the proJects would 
have to be developed by either the interested. party or the lending 
institution. What has been done here is to identity, select, and 



attempt to determine its impact on small farmers. It should be pointed 
out that the list is not finite, but rather it is a good illustration 
of the type of subloans that can be financed by the Rural Enterprises 
Loan. Undoubtedly there are more and will be more potential projects 
similar to th'2 ones listed here. Table No. 7 presents a summary of 
the short-term projects, and Figure No. 5 illustrates the geographic 
location of the 21 short-term projects. 

1. Fruit Pulp and Confectionery Plant 

Products: 

Fruit pulps, fruit candy and sweet potato pulp 

Investment: 

Equipment: a. Pulp processor $112,640 
b. Fruit confectionery equip. 42,000 
c. Boiler 10,000 
d. Building and installation 

of equipment (turn-key) 12,000 

Total Fixed Capi~al Investment $176,640 

Capacity: 

1,300 Kg/hr. 

Impact on Small Farmer: 

Industrializa.tion of ~eet potatoes and fruits that 
grow :1l1 small fnrmerc' fields ani often do not have 
markets. In some arens fruits are considered a plague 
becausp. they are plentiful and there is no convenient 
way to handle them since they have no value. 

Investor: 

Dr. Eduardo !·Iartlnez Riella, Plant ~.fanagcr 
of Industrializadorn GuaranI S.A. 

Plant Location: 

Not determined. Depends on location economics 
analysis. Likely, near Central Zone (Zone III in 
study) Department. 
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SHOR'I' TE...>\N PROJECT SUMMARY 

I/O 
No. Location Code Code Invest::.ent 

l. 
2. 

5. 
'" o. 
'7
I • 

8. 
9. 

10. 
ll. 
J2. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 

20. 
2l. 

Frui L Pulp .:::.:-ld Confectiouery ?1ant 
G:!:'i.lin Silos and Dryer 
Candy Process ing Pla.'1t 
Prefabricated Storage Sheds 

for S!1lall F9..rrne'l.'3 
Hog Bree,:iine Cc:::::le;.: 
Balancel Feed :.:j~~ 

~ornatc ~:l-l1d Soy"ocr:..!'.. Se.:uce 
3alun2el Feej ~~ll 
Yerb3. :·~2.te :·;il.L 
Grain Silos &.nJ. ~)ryer 
Wine Processin[:'" Flar:.t 
Cor<2.cmerJ.t·· Ch3.l'co:.>..l Pla.:'.t 
Pa~te1..:l·i::':; Juic.-" Proc-:!ssinC !~lant 

COCOn'llt PrOl~~SS:i.:..::~ ?"l3.r:.t 
Grain Silos and ~'ryer 
Coconut ?rocess:;:;:~ Plant 
Castor Bean Oil :::xtractio:-; Plant 
':,'o:uato ?rocessing .rlant 
Frui t Juice a:;:i :"ul1! [-'roces:: ;.,+.:: 

Pl3.nt 
Corn Flour !-lll:' 
Cha..rcoal Proces::.· i:J.i' 

Code: AA: Iiew Project for Cooperative 
BB: Expansion for Cooperative 
AB: New Project Private Entrepreneur 
BA: Expa.m;ion Pr l vate Entrepreneur 
0: Outputs Project 
I: Inp~~5 Project 

Central 
Central 
Caacupe-Cordillera 

Asunci6n 
Encarnacion-Itapua 
Encarnaci6n-Itapua 
Encarnaci6n-ItapUa 
Villc~'rica- Guaira 
Villarrica-Guaira 
Villarrica-Guaira 
Villa..rrica-Guaira 
Vil12xrica-Guaira 
S.J.3autista-l-lis iones 
S. J . .B3.utis:a-i·!isiones 
Concepcion-Concepci6n 
Roque Gonzalez-. Par3guar f 
Concepci6n-Concepci6n 
::tragt:.ar i - Pa:: "'-eU3.T i 

Concepci6n-Concepci6n 
Concepci6n-Concepci6n 
La Ficad~-Caaguazu 
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2. 	 Grain Silos and Dryer 

Service: 

Silos and dryer for corn 

Investment: 

Equipment: $100,000 

Capacity: 

150,000 Kg/month 

Investor: 

Cooperativa de Avicu1tores 

Impact on Small Fanners: 

The cooperative members would buy cheaper feed mix. 
They would also sell corn to the cooperative. Other 
(nonmembers) small farmers would be selling corn to 
the mill also. 

IDeation: 

Asuncion .- Eusebio Ayala Km. 5. The place where 
the cooperative has its mill. 

3. 	 Candy Processing Plant 

Products: 

Candy made out of guayaba., milk, sweet potatoes and 
orange; caramel candy 

Investment: 

Equipment: a. Sweet potato peeler $ 3,000 
b. 
c. 

Copper screener) 
Copper tank ) 

20,000 

Total equipment $23,000 

Investor: 

Mr. Pedro S. Ben!tez, mme:- ()f' candy factory 
"La Primorcsa" . 
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Impact on Small Farmers: 

Would purchase small farmers t fruits to make candy 
to be exported in wooden containers (bo~es) 

Location: 

Caacupe - Cordillera Department 

4. Prefabricated Storage Sheds for Small Farmers 

Product: 

Prefabricated sheds (American patent) 

No walls so that it can be used for drying. 

No roof so that small farmer could use any roofing 
material available to him in his area such as 
straw, small boards, palm leaves, etc. 

Capacity: 

212 units of 60 m ea. weekly 

Investment: 

Small additional equipment: $25,000 

Impact on Small Farmer: 

Small farmers will obtain better prices for their 
products because they lose quality grading by 
storjng their outputs outside. In fact, at harvest 
time the farmers place as much of their produc~lon 
insiue their houses as possible and the family has 
to move outside 

Investor: 

Rio Pozuelo S.R .. L•.. As'anc:!.on 

Location: 

Asuncion 
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5. 	 Hog Breeding Complex 

Capacity: 

8,400 hogs per year 

Investment: 

Buildings and necessary infrastructure $50,000 

Impac.:t to Small Farmer: 

The firm would sell 70 percent of the production to the 
small farmers to be fattened; then the s~ll fa~er 
would sell meat, not grain, and make more money. The 
farmer's family cares for the hogs so it can be con
sidered a marginal activity. The last stage of this 
firm's strategy is to set up a slaughter and meat 
packing operation. 

Investor: 

Itapua 333 

Lo~ation: 

Encarnacion - Itapua 

6. 	 Balanced Feed Mill 

Product: 

Balanced 	mix feed - composed of: 

70 percent corn 
20 II soybean expeller 

5 If wheat bread 
5 " vitamins 

Capacity: 

32 tons in an 8 hr. shift - 10,000 tons/year 

Invetltment: 

a. Machinery $70,000 
b. Buildings $30,000 
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Impact to Small Farmer: 

Sell feed to small farmer at low cost; will buy corn. 
In order to provide 7,000 tons of corn in a year, 
there would have to be 1,200 small farmers with five 
hectares each planted with corn. 

Investor: 

Itapua 333 

Location: 

Encarnacion - Itapua 

7. Tomato and Soybean Sauce 

Products: 

- Tomato sauce 
- Soybean sauce 
- Soybean vinegar 

Inve stment : 

Land 
Buildi~g and warehouse 
Tanks 
Bottling equipment 
Raw material 
Oven 
Warehouse for raw 

materials 
Bottle stock 

$16 ,000 
16,000 
7,000 
2,500 

12,000 
2,000 

3,500 
12,000 

$71,000 

Investor: 

Hiroaki Sakanashi, owner of Sanken Kogio Plant 

Location: 

Encarnacion - Itapua 

Impact on Small Farmer: 

Small farmers will sell soybeaIlland tomatoes to 
the factory. 
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8. 	 Balanced Feed Mill 

Product: 

Balanced feed 

Investment: 

Complete mill $25,000 

Impact on Small Farme~d: 

Small farmers will sell raw material to the mill. 
Example: corn, soybeans, molasses, etc. 

Investor: 

Molinos Harineros del Paraguay Guaira S.R.L. 

Location: 


Villarrica - Guaira 


9. 	 Yerba Mate Mill 

Product: 

Mate tea 


Iuvestment: 


a. 	 Warehouse to store raw materials 
and milling equipment $32,000 

b. Working capital $80,000 

Capacity: 

800 ton/year 

Impact on Small Farmers: 

Presently the cooperative members sell their yerba to 
mills in nearby cities at a very low price. If the 
cooperative has its rrNn mill, ~t is estimated that 
members would get an immediate price increase of 50 to 
80 percent over what they can get from other mills. 

Investor: 

Cooperativa Agr!cola de Produccion -

Colonia Independencia 
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Location: 


Vi1larrica - Guaira 


10. 	 Grain S11.s and D!'Yer 

Product: 

Dry grains for export 


Investment: 


a. Grain silos 
b. Dryer, elevators, generator, etc. $95,000 

Capacity: 

3,000 tons storage and drying per year 

Impact on Small }I'armers: 

The cooperative sells to exporters: 

600 tons of soybeans per year 
1,500 tons of corn per year 

The object is to eliminate the middleman and to 
export directly. 


Investor: 


Cooperativa Independencia 


Location: 


Vi11arrica - Guaira 


11. 	 Wine Processing Plant 

Products: 

Wine and vlnegar 


Investment: 


a. Building 	 $24,000 
b. 	 storage 56,000 
c. ~.f11l 	 8,000 
d. 	 Press (continuous) 12,000 

$100,000 
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Capacity: 

Additional 1,000,000 liters 
Present capacity: 1,150,000 liters 

Impact on Small Farmers: 

Presently the cooperative can not accept new members 
because it is operating at full capacity. This ex
pansion will penni t them to increment their member
ship at least 50 percent. The farmers who do not 
belong to the cooperative sell their grapes at rather 
low prices to third parties. This expansion can also 
make possible for present members to expand their 
grape cUltivation. 

Investor·. 

Coc;pel'~tive Ideal 

Locatior: 


Villarrica - Guaira 


12. 	 Conglomerate Charcoal Plant 

Product: 

Conglomerate charcoal briquettes. The bonding 
agent would be cassava starch. 


Investment: 


a. EquipmeJlt 
b. Building 

Total 

Capaci~: 

This system is what is known in tne U.S. as charcoal 
briquetting except that in the States a different 
bonding agent is used. Tests were made at the Insti 
tute Nacional de Tecnolog{a y Normalizacion and the 
results show an increase in calories of 300 percent 
per 	\ttli t of weight (kilo) over the plain vegetable 
charcoal produced in Paraguay. 
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Impact on Small Fa~ers: 

It will benefit 300 small farmers in a new colony in 
Guaira. The land needs to be cleared and there is & 
lot of wood on the property. 

The market would be low income households in Villarrica 
and Asuncion. Low income families cook with charcoal 
and normally use one kilo per day. The conglomerate 
would cost 50 percent-more per kilo, but the housewife 
would only use one-third as much .;;harcoal. Therefore, 
she would have a 50 percent sayj.ng8 in the cost of 
cooking :filel. 

A third impact would be to the small fanners in 
Villarrica who sell cassava to the only cassava starch 
plant in Paraguay. 

In Table No. 6 we can see that the cassava yield per 
hectare in Itapua is 12.8 tons/ha. Assuming a 10 per
cent starch content (final), each hectare will, on the 
average, produce enough cassava to produce 1.2 tonE of 
starch. 

The starch requirement is 5 percent in the conglomerate 
process. If the plant operates at 50 percent capacity, 
it would produce: 

5 tons/hI' x 4 hI' = 20 tons 
20 tons of charcoal require 1 ton of starch 

Therefore, .85 to one hectare of cassava will be needed 
for each production day of the plant at 50 percE:l1t 
capacity. If the plant operates 250 days, there will 
be a need for an additional 220 to 250 hectares of cas
sava. In Table No. 4 we can observe that 93 percent of 
the farmers in Guaira have less than 20 hectares 
(second largest small fanner concentration department 
in Paraguay); 53 percent have less than five hectares. 
We can reasonably assume that this latter group would 
provide at least 80 percent of the needed cassava at 
the rate of one hectare per farmer. Therefore, the 
potential impact under this set of assumptionswould be: 

Cassava farmers: 235 hectares x 80% (0-5 farmers) 
= 188 0-5 farmers (1 ha. each) 
+ 	 24 5-10 farmers (2 ha. each) 

212 Total cas8ava farmers 
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Total Impact 

No. of small farmer.s (0-10 ha.) 
to provide cassava 212 

No. of colonists (the colony sells 
20 ha. lots) 300 

No. of low income families that would 
have a 50 percent cost reduction on 
cooking fuel 20,000 

other potential benefits: 
The cassava starch plant will probably have to expand 
(a potential subloan if it happens) and hire more people. 

An increase in the availability of cassava chips which 
can be used for the balanced feed mix project (No.8) 
in Villarrica at very low prices. This lower price i~ 
turn will have an impact on the small farmers who will 
buy the feed mix, etc. 

Investor: 

Colonel Roberto Cubas Barboza (retired) 
Villarrica - Guaira 

GPJ.£O provided a significant amount of technical 
reference material on conglomerate charcoal processing 
systems. The material was retrieved by GAMeO's 
linkage to technical information sources at universi ..... 
ties in the state of Georgia. 

Location: 

Villarrica - Guaira 

13. Pasteurized Juice Processing Plant 

Products: 

Pasteurized fruit juices of oranges, grapefruits, 
guayabas and other fruits that grow in the region, 
but mainly the ones mentioned above. 

Capacity: 

150 Lts/Hr. 

80 percent to be sold bulk in containers to other pro

cessors; 20 percent to be bottled in small units for 

local sales. 
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Investment: 

a. 	 Equipment $130,000 
b. Building 25,000 
Total fixed investment $155,000 

I~act to Small Farmers: 

Will give an opportunity to small farmers in Misiones 
to sell the fruits that grow on their land, most of 
which are not marketed today. 

Investor: 

Dr. Oscar Benitez Rapetti; San Juan Bautista} Misiones 
He owns an ice cream plant 

Location: 

San Juan Bautista - Misiones 

14. 	 Coconut Processing Plant 

Products: 

separation of the four products that the Paraguayan 
coconut yields: 

Pericarpio (outer shell) 18% sale to teed mills 
Almendra (nut) 1% sale to vegetable oil 

extraction factories 
Pulpa (pulp) 24% same as above 
Carozo (inner shell) 41% sold as fuel 

Capacity: 

4,000 kilos of cooonut per hour 

Investment: 

This is an expansion project. The firm has no debts. 

a. 	 Machinery $30,000 
b. 	 Working capital 50,000 


Total $80,000 
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Impact on Small Farmers: 

The coconut, similar to most fruits, grows wild in 
certain areas 01' eastern Paraguay. Traditionally, it 
has been called Paraguayan "gold" because it 10 often 
tho only Rource of cash that smnll farmerR have between 
crops. It is picked from the ground by the whole family. 

When the plant operates, men and women come from all the 
surrounding areas by cart and even horseback to sell the 
coconuts that they have picked. It has not operated for 
one year because of a break among the partners and it is 
very much needed in the areA.. The partnership problem 
is now solved, but engines and other equipment are 
needed before it can or::rate again. 

Investors: 

Cocotera San Juan Bautista, represented 
by Dr. Oscar Ben!tez Rapetti 

Location: 

San Juan Bautista, Misiones 

15. Grain Silos and Dry~r 

Service: 

To store and dry corn, soybeans, round beMs~. 
and 	eastor beans 

Investment: 

a. 	 Machinery $50,000 
b. 	 Silos and building 130,000 


Total $180,000 


Capacity: 

5,000 tons of storage 

Impact on Small Farmers: 

Presently, Concepcion's small farmers are among the 
poorest in the country. Two large middlemen have pretty 
much divided the collection (acopio) business of the 
area by product. Small farmers have only one alterna
tive when it comes to seiling their products in the city 
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of Concepcion. Forage facilities would proVide an op
portunity for the small farmer to seek competitive 
buyers. The investor has already stated that he would 
bet;in the system of grading products and pay higher 
prices for quality products. This project could be 
tied with the cooperatives in the area and assure that 
the small farmers' position is improved even more. 

Investor: 

Antolln ortiz Marin 

Location: 

Concepcion 

1.6. 	 Coconut Processing Plant 

Product: 

Separation of the four products that the Paraguayan 
coconut yields. 

Capacity: 

20,000 kilos in 8 hours 

Investment: 


'rhis is an expansion project 


a. 	 Equipment $ 75,000 
b. 	 Building and storage 30,000 

Total $105,000 

~t on Small Farmers: 

Please see "impact" section in Pro,ject No. 14. The 
larger capacity will be translated into more coconuts 
which the small farmer and his family can sell for cash. 

Investor: 

Cocotera Roque Gonzalez 
OWner: Mr. Raul Doutrelau 


Location: 


Roque Gonz&1ez, Faraguar! 

90 percent of Paraguar!'s farmers have less than 

20 hectares (see Table No.4) 
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17. Castor Bean Oil Extraction Plant 

Product: 

Castor Oil Types 1 and 3 

Capacity: 

a. 	 Equipment $600,000 
b. 	 Building and other construction 250,000 

Total $850,000 

Investment: 

24 tons per hour for a total extraction of 7,OOO/year 

Impact on Small Farmer: 

This project would make the most significant contri 
bution in year3 to the area of Concepcion. 

Concepcion is thp. lo.rgest producer of castor bear,fl in 
Paraguay (Gee Table No.5). It also obtains the highest 
yield per hectare (see Table No.6). Grain exports have 
not been very profitable because of depressed grain 
prices. Consequently, small farmers have been getting 
very low prices. An oil processing plant, however, 
would eliminate the price disadvantage of grains becaUbe 
of the weight-loss factor and the higher priceR of the 
oil; after its aggregate value has been added, castor 
oil demands better prices. This project can be coordi
nated with the cooperatives of Concepcion so that they 
can contract production commitments and negotiate mini
mum prices before they cultivate. It would assure a 
market and good prices to the small farmers of the area. 

'_,westor: 

Antolin ortiz Marin 

location: 

Concepcion 
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18. 	 .\l'omato Processing Plant 

Product: 

Tomato pulp and ,juice 

Capacity: 

1,200 KgjHr. 

Investment: 

Total turn-key cost $750,000 

Impact on Small Farmer: 

A project of this kind can only be implemented if the 
indu:;try hos an assurance that raw materials will be 
available in sufficient volumes. In this case, the 
investor ne~ds to contract with cooperatives for the 
provision of tomatoes. This means that the cooperative 
members will have a guaranteed market and an under
standing of the price ranges that will be paid for the 
product. The assurance of a st~ble market and the 
determination of minimum prices before planting is a 
very desirable feature for the small farmer. Also, the 
pressure of an industry of this type in a minifundio 
area is exactly what is needed to better utilize the 
small farmers' resources. 

Investor: 

El Paraguayo S.A. 

Fenner &Huttinger 


Location: 

Paraguar! 

19. 	 Fruit Juice and Pulp Pro.essing Plant 

Products: 

Pasteurized citrus and pineapple juice, 
banana, papaya and pineapple pulp 

Investment: 


Equipment, building turn-key cost $150,000 
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Impact Oll Sm&ll Farmer: 

Same aB Project No. 13. It will provide an additional 
Bource of income to small farmers. This income '1111 
be generated by the whole family. 

Investor: 

Case. Bardon S.C .M. - Concepcion 

Location: 

Conce~)cion, Concepcion 

20. Corn Flour Mill 

Product: 

Corn i'l~ur 

Investment: 

This is all expansion of nn existing plant 

Fluipment modif'icati(iJl cost: $40,000 

Iseact on Small Farmern: 

This project could have a significant lmpact on the 
rest of the country. It involves the adding of corn 
flour to the wheat flour used for making bread. Pilot 
tests indicate that corn flour c~~ be added up to a 30 
percent content in the baking industry. Since Paraguay 
c._ten importr; wheat, this project could eventually 
prove that corn fluur cr-l1d replace thirty percent of 
the importation. It cml also be added to noodles, 
therefore reducing again the wheat requirements. 
Since corn is a traditional crop in Paraguay, the in
troduction of corn flour will directly affect the rnmall 
fal~er •. Concepcion farmers would be benefitted because 
there wi]~ be an additional demand for corn by both the 
bakery and nood]~ industries in Concepcion. Whea.t 
costs 300 percent more U1D. n corn; therefore bread and 
noodle costs will be reduced. 

Investors: 

Industrializadora Paraguaya de Alimentos 

Mr. Adolfo Lailla 


Location: Concepcion 
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21. 	 Charcoal Processing * 
Product: 

Charcoal 

Capacity: 

4 kilns with capacity for 30 m3 of wood to obtain 
10 tons of charcoal per load 

Investment: 

Warehoufie, office, kilns, 
Tools and other equipment $24,000 

Impact on Small Farmers: 

The investor will provide the kilns and p~ the 
farmers for theL~ wood. The farmers presently 
burn the wood at no economical return to them. 

Investor: 

Raul H. Girala; Villarrica - Guaira 

Location: 


liLa Picada" - Caaguazu 


* This project is related to project No. 12. 
The charcoal will be sold to the briquette plant. 

B. 	 Medium-Term Project 

This second group of potential projects is composed of u list 
of activities that could also affect small farmers' income. For each 
one of the projects there exists an interested party, but the amount of 
funds necessary f.r each project could not be quantified since the 
volume of production is not yet known. It is the opinion of the survey 
tewn tha,t none of these projects could be implemented before 18 to 24 
months. However, their promotion and the study of their feasibility 
should be encouraged and conttnued. 

1. 	 Tea Processing and Packaging 

This industry could have a great impact in the area of 
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Mlsiones. Some pilot experiences have been made with favorable results. 
The next step is to organize the small farmers and provide them with 
plant stocks and technical assistance. Tea is a permanent type of 
cultivation in that the tea plants last many years. It is labor in
tensive, requiring many people to colle~tit, which is a ~ood feature. 
Every fifteen days it can be cut and collected for a period of ap
proximately nine months during the year. The second year after it has 
been planted the induutrial process hilS to take place. The project is 
going to be carried out by a joint venture between an Argentine tea 
industrialist and a Paraguayan businessman. 

Location: San 	Ju~ Bautista, Misiones 

Entrepreneur: 	 Mr. RamOn Duarie, 
San Juan Bautista, Misiones 

2. 	 Cassava Flour Mill - Rice Milling - Mint Crystals 
Processing Plant 

This project involve8 a cooperative wh::-se members are 
producers of soybeans, cassava, rice and mint. The cooperative efforts 
at this time are being concentrated in the storage, drying and export 
of soybeans. 

GAWO helped. this cooperative to find financial sources 
that will enablef~o build the infrastructure necessary to handle its 
members' soybean crops. The next step for the cooperative is to look 
at vertical and horizontal integration of its members. There are 
three different projects and they all appear feasible: Cassava Flour 
Mill, Rice Mill, Mint Crystah: Processing Plant. 

Investor: 	 Cooperati va de Productos Agdcolas 
Saltos del Guaira 

Location: 	 Saltos del Guaira, CanendiyU 

3. Dairy Plant - Hork Clo1..~~ Plant - Machine Shop 

In the colonization area of the department of Alto 
Parana, the Cooperative Minga Guazu, headed by a priest, is the largest 
one in the department. Th~ 452 members are small farmers and they have 
reached the stage of cooperative develo~ment that calls for horizontal 
and vertical integration. Three projects were identified which are 
oriented to increment their income: 

n. 	 Dairy Plant 

Since the cooperative is beginning to provide its 
members with milk cows, next year it will have to plan for the 
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installation of a dairy complex that will produce milk, cheese and 
butter. This would result in more income to the farmers and better 
and lower-cost food products to cooperative members and '\',0 the nearby 
city of pto. pte. stroessner. The city of pto. pte. Stroessner is 
experiencing a population boom because of the construction of the 
hydroelectric d8lJl Itaipu. There should be no marketing problem for 
the dairy products because of the population boom. 

b. Work Clothes Plant 

The cooperative officials are concerned with generat
ing employment for the large female population. Women can be offered 
employment in a cut and sew type of operation, which employment will 
help increment the incon~ of their small fal~er parents and families. 
There are enough worlters (farmers and others) in the area to provide 
an ample market. 

c • Machine Shop 

Pre sentJ,y all equipment repairs have to be made in 
the Brazilian town of Foz do Iguazu because there are no machine shops 
in the Paraguayan city of Pto. pte. Stroesfiner. To depend on a towrl 
in another ~ountry for repa:i.r work causes many del8¥s. A machine 
shop in thp. cooperative is common, represents a more advanced stage 
of cooperative dl"!velo:!,)lllent, and, in thi£, case, would eliminate the 
unnecessary delays mentioned above. 

d. Hog Breeding Complex 

The agricultural production of the Department of 
Concepcion has the basic elements and climatic environment for. an 
organized program for a hog raising complex that could sell live, 
fattened pigs to Brazilian markets. This project complements the 
short-term corn flour project. While there is interest from part of 
the private sector, the local cooperatives would have to participate 
as well. 

Investor: Antolln Ortiz Marin 

e. Dehydrated Vegetables 

Vegetable production in Paraguay is subject to 
periods of surplus and deficits, depending 011 the seasonality of the 
harvests. A large entrepreneur in Guaira has interest in promoting 
the cultivation of various types of vegetables in the zone ao that he 
can install a vegetable dehydration plant. This could be a veley good 
project for the small farmers in the area and the population as a 
whole. The same equipment can be used to dehydrate fruit. 

Investor: Mr. Fito Friedman 
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c. Latent Possibilities 

This last category lists activities that were identified as 
potential subloans because their realization would have a favorable 
impact on small farmers. They remain latent because no .Jntrepreneurs 
or cooperatives were detected as potential investors. 

1. Villarricn - Gua:tra 

Sugarcane Molasses Plant 

In the Guaira area the small farmers have on~ the sugar 
mills as potential markets. The installation cf·' sugarcane mo~ asses 
plant would create the much needed competition for the &mall sugarcane 
production. 

2. Coronel Oviedo - Caaguazu 

Refrigerated Warehousing Units 

This type of infrastl~cture is badly needed in this area 
to store potatoes and onions. Last year farmers got ¢19 when they 
sold most of their .....roduc-tion; a month and half later the same product 
was selling for ¢431kilo. This is an excellent cooperative type project. 

3. Concepcion - Concepcion 

Coen and Coconut Oil Extraction Plant 

If the silo-dryer and the corn flour projects are devel
oped, the next step is the pressing of corn oil which can be comple
mented with the pressing of coconut oil so tl~t the extraction plant 
~ould operate i.1Ore months throughout the year. 

4. SaIl Pedro - San Peuro 

Banana ~4ree - Papaya Syrup Products 

These two products are abundant in th:i.s region. llist of 
the production is wasted because it does not get collected due to the 
lack of markets in ; ts raw fonn. The making of puree and papaya pulp 
could be an interesting activity in the San Pedro area. 

5. Caazapa. 

Refrigerated Warehousing Units 

The area needs this type 01' inftastructure. Like Caaguazu 
the area is a good producer of potatl)el:l, but the lack of refrigerat~d 
storage units impares any further d£:velopment of potato production. 
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D. Production Infrastructure Projects 

A considerable amount of time was dedicated to an analysis 
of the national capabilities for the Manufacture of minor agricultural 
implements (animal traction). Survey findings revealed that t!lftre are 
at least 1.8 metal working establishments in Paraguay that can C'on
tribute to the idanufacturing of national implements. (See Annex NO.3). 
Several of these establiEhments have alreacl~' produced minor implements, 
but due to reasons explained below, they ';u.'.e not continued to produce 
on a regular basi s • 

It was surprising to find the degree of intenr,ed:!.ate tech
nology already available in Paraguay, particularly in t'he ma,t"M.ne 
shops in Encarnacion, San Pedro and the Chaco; the lattl'r tW(' being 
machine shops and. Metal working establishmp.nts in the har:·ls of 
Mennonit~ cooperatives. 

The analysis revealed that many of these metal working 
establishments are c&.pable of' producing lmplen'ents, but have not 
done so due to lack of central markets. Tne f~rst constraint is 
the laclt of capital. Most metal working est-aba shments in Paraguay 
charged an advance of 50 percent of the total COf;t of e. ,iob in order 
to purchase the necessary metal raw materials which are imported 
product3 of relatively high cost. The second constraint i8 that 
pract::'cally aU of thp.se establishmeni..s do not have the administra
tive nOT the marketing capabilities to sell implements to ~l 
farmers. Even in the cases where they wouJrl be willing to extend 
credit to small farmers, it would be verJ (ostly to: 

Set up a sales organization to s~ll these products 

Collect the ins tall.l.'lent payments 

Hold invent.ory stocks in the hope tt.a.t customers would 
walk in; this would imply publicity costs, et~. 

Practi,~ally all imple~nts uSf'd by rmall farmers today are 
of Brazilj an origin. They are obtained through the cooperatives, CAH, 
CREDICOOP , or directly through the Tiational Development Bank. Most 
transactions, whether direct~y 8r throt~h the three institutions men
tioned above, are chanlleled throup;h the National Development Bank, 
which in turn purchases this equipment through a special line of 
credit offered by Bre-.zil (CACEX). Brazil offers long-term credit (eight 
years) and low interest (8 percent) for the sale of Brazilian products. 
Equipment purchases are made in large volumes, and the Development 
Bank d~livers the implements to the cooperatives. Not much vas learned 
about what the ultimate cost of the implement is to the small farmer. 
but a list of implements WRf' analyzed, and a few items were selected ' 
as potential implements that can be manufactu.red in Paragus,y at com
petitive prices and quality. 
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The advantages of national production of implements are 
the following: 

Spare parts and accessories could be obtained quickly ari{ 
cheaper since they would not have to pay import duties; 

Reduction of idle time at the field while the farmer 
waits for the imported spare parts to come in; 

Local manufacturers can better adopt their products to 
their intermediate technology and to the specific needs 
of Paraguayan small farmers; 

-- A saving of foreign exchange to the nation; 

-- The development of an industrial sector that is basic to 
other sectors of the econo~. 

Out of nineteen different implements and tools that either 
the National Development Bank, CAR or CREDICOOP are procuring fer 
small farmers, three are made in Paraguay; the rest are imported. 
Out of the sixteen imported implements and tools, the survey team 
concluded that at least seven can be tnEuufact-ared. nationa~1y at com
petitive prices (see 'fable No.8). 

Economies of Bcale can be ~ignificant ir. machine shop types 
of operation; it is very likely that other L'lIplements conld be manu
factured economice.lly if larger orders are placed. The absence of a 
national agricultural imp1e~nt program makes it unlikely that the 
raw materials could be imported without taxes. However, a system of 
competitive biuG, as suggested in the next flection, would reduce the 
cost considerably and would b&1p to obtain pennits to import the raw 
materials without paying taxes. 

1. Add! tiona! Implements and Equipmel.:! 

It was lea...-ned during the field survey activities that 
small farmers d~ not own scales to weigh their products prior to 
selling; therefore, they depend on the buyers t~ do the weighing for 
them. It was also learned that there is strong suspicion on the pnrt 
of some farmers that the buyers' scales might not be vcr; accurate. 
Whether this is true or not could not be proper~v determined, but the 
availability of Bca.1es at the farm unit should be considered a bade 
tool. During the analysis of metal working establishments, a firm 
that manufacturers small Bcales of 100 and 2(X) kilos capacity ...,as 
evaluated. The lOO-ki1o scale costs ¢l,Boo and the 2OO-kllo .cale 
costs ;3,000. Large orders of 100 or mre 'WOuld reduce the coat 
approximately 15 to 20 percent. 
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Plows 10" 

Row crop 
cultivator 

Tooth harrows 

Back-pack 
sprayers 

Threshers 

Cart spl'ayers 

Water pumps 

TABLE Mo. 8 


IMPLEM!ltl'S THAT COULD BE MAlf'JPACTURED IDCALLI 


·Cost wIthout 
Import Tax 

on R.M. 

¢ 8,645 

9,485 

11,115 

9,000 

Cost with 
Import Tax 

on R.M. 

¢ 11,464 

12,450 

14,742 

225,000 

60,000 to 
75,000 

15,000 

Remarks 

Imported - ¢lO,340 

Imported ones are between 
¢12,000 and ¢13,OOO 

Imported range around 
¢13,000 

Imported rllllge 
¢8,oJO - ¢9,OOO 

Imported 6r~ ¢~OO,OOO but 
vith !IX) re c8}.ac1 ty. Not 
enough extra capacity to 
merit the price different1.. ~. 

There iR no real competition 
of iJuport equipment, but 
the national type is ade
quate and considered to be 
l~ coat 

Imported vary between 
¢13,000 and ¢16, 500 

Source: Survey of Metal Fabricating Establishments. 

In Encarnacion one \')f the metal vorking establishments 
makes a triangular-shaped tooth r..arrov that is especially suited for 
small farmer areas that have tree stumps and logs in the fields. 
The cost of thi s implement is only ¢4, 000. Thin harrow could be used 
in Concepcion, San Pedro, Alto Parana and Caaguazu. Since the national 
production of implements has never been proJa:)ted, 8 lot of Intenaediate 
technology experience has never surfaced, ev~n though it 18 present and 
could malte a significant contribution towards the mechanization ot 
small farmers. 
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Several of the machine shops thut were evaluated were 
shown prints of agricultural equipment deslgr.~d ~y the International 
Rice Research InBtltute (IRRI) and England's National In3titute of 
Agricultural Engineering. The firms interviewed expressed a lot of 
interest, particularly in IRRI's grain batch d~~r, and the design 
of an animal-drawn toolbar of the British Institute. The toolbar is 
a multipurpose impl.:!ment U·<1.t can be produced in Paraguay for ap
proximately ¢35,OOO. Seve:. implements can he attached to the 
toolbar: plows, harrows, seederR, weeders, and others. It is truly 
a fine example of an intermediate~technology implemer.t that has a 
great utilization potential for small farmers. 

2. storage Facilities for Small F'armeu 

In at least 80 percent of the fieH interviews, the 
need for storage facilities for small farmers was rated as one of the 
highest priorities. According to statir;tics of the Ministry of Agri
culture, the following percentages of spoilage fl.r~ representative of 
those that can be quantified: 

Pe rcentage of 
Annual Production 

Rice 1 to 8 
Cotton 5 
Peanuts 10 
Soybeans 0 to 3L. 

Tobacco 10 to 20 
Castor beans 5 to 10 
Wheat 2 to l~ 

In some areas the spol1u.p;e goe!> fig high 8.S 30 percent 
in some products. Practically all spoilage ta1<:P5 place at small farm 
un!ts. Last year, the quantifiable spoilage amounted to approxi
mately $2 million. This figure does nat include- the josses due to 
the lower prices the farmer gets as Il re:lult ::;f (~l"'Jd(>d quality. 

Hany times it was remarkNt th'lt the farmer hilS tu sell 
at a disadvantage bccaur.e the cooperatives :tel n8t have storage facili 
ties, but the almacenero-llcopiador does; therefore. t,he farmer has no 
choice bl1t to sell without any bargaining po'We;:. In an eff~rt to 
address part of the researcr. work tm.arri. posdhle solutions to this 
problem two alternatives are discussed In sections 3 and 4. 

3. Colla~sible Wire Silos 

In Figure No. 6 a drawing of a collapsible wire-bonded 
silo is presented. This type of silo is used in many parts of i~e 
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FIGURE N06 
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world as an excel.lcDli solution to temporary storage problems. Its 
construction, due to its simplicity, is possible in Paraguay at a 
f;ost of ¢19,5oo for /;\. lO-ton unit. If several were ;na.nufactured, the 
cost would be even lower. All types of grain can b~ storej in the 
silos. The farmer would have to provide his own materials to cover 
the inside walls and the roof. He could use old plastic or textile 
bags or even cardboard. 

4. Prefabricated Sheds 

In Figure No. 7 an illustration of a prefd.bricated shed 
is presented. The cost of the shed is approximately ¢50,OOO. 
Estimat.es show that a small farmer could pay for tl-!e shed in less 
than three years just from the qua1it~' price increase that he can 
maintain in products such as cotton, tobacco, vegetables and others. 
This general purpose shed can be used to store whatever implements 
he might own. At the present time jmplements 'inrj other eqUipment art: 
simply left outsiue the house. 

There are indeed 8. number ~)r potential c>pJ1ortuni ties 
for the G.evelopment of agricultural implements and machinery 1n 
Paraguay. 'fhe busic intermediate technology 1:; pr'~centJ and capite.l 
could be ootained from the Rural Enterprises IIJlln funrts. However, 
there ia a need for an organized effort on th.:! part of W1 inc;titution 
tha.t wculd act 1i.S a ca.talyzing agent and put all the varioun actors 
together. 

The first critical vlll'iable that need.:> to be devebpf>d 
is the willingnes~; of either one of the three ('(~ntrHI ized markets to 
help thi B induJtricll B€ctor. The three principal markets for [;ma.ll 
farm implements are: National Developffient Bank (BNF), Crblito Agr!
col-:i de Ha.bilitadon (CAH) and CREDICOOP. (Jut of the three, only 
CRt:DICOOP has sho·.....n SOJle :!.nterest in the purcha::p of locally manu
factured intennediate technology implemer.ts. 

The prolll'Jting institutions ideally should be the cent ral 
market institutions, but it. ie urllikely that they either have the 
interest, time, capital and/or ,¥)neJ' to perfonn ::;u('h functions. 'l'he 
ideal situation would Cl"eate tile flow of interrelationship described 
in Figure No.8. 

In some cases the first step can tiC avoided because 
there alrea-:1y j~ :come experience in the manufacturing of implements. 
In theBe cases the interr~lationship begins at the specification de
velopment stage. In the cases of new implement~ (e.g. the toolbar), 
the cycle be.gins as shown in Figure No.8. It was es,'.imated that 
apprOximately $120,000 of working capital are needed to finance ~ 
three-year production plan of the eight implements listed in Table No.8, 
given the estimated yearly demand figures for the eight products. 
These figures include plow accessories as well. 
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FIGURE N° 7 
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FIGURE No.8 
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E. 	 Constraints to the Development of Nontraditional 
Agro-Industries in Paraguay 

Agro-industrial development, a~l1k~ popular thought: is not 
a simple endeavor. For the llklst part, what Is needed is the tol.l.owiDa: 

Existence of ent~~preneurs willing to invest i~ this 
activity; 

Technical knowledge of the various production alterna
tives; 

-- Availability of food technicians with laboratory 
expp.rience to control quality an~ sanitation; 

Knowledge of markets in the micro sense, not only a 
macro familiarization of potential markets; 

Existence of sufficient agricultural production in 
certain areas S0 that the industl7 will receive enough 
raw materials. This normally means cooperatiYeS con
tracting production with indust17. 

Attractive develo~ent hInds for both equipment an~ 
work.ing capital flO as to "spin-off" the Dector. 

In the case of Paraguay, it is very difficult to find any 
more than two of the abovementioned critical va.riables. This is 
particularly true in the case of vpgetables. 

Growing vegetables, Kiven the "intensive" characteristics 
of their ~1l1tivation, is an ideal colution for the small farmers in the 
departments of Central, Cordillera, Paraguar! and Guaira. AB can be 
observed in Table No. ~, over 50 percent of the small farm units in 
these four departments have leas than five hectares 

The Instituto Naciona1 de Tecno10g!a y Normaltzacion (INTN) 
has a modern pilot plant that processes 24 different products, as can 
be observed in Table No.~. The plant is very new and has hardly been 
used. The purpose of the plant is to train f~od technicians and to 
develop intere~t among the private sector in this type of production. 
Up to the present time, this has not been accomplished. Being aware 
of the constraints in Paraguay for the development of agro-lndup.tries 
previously mentioned, the ~urvPY team suggested to the Institute that 
it rent the plant to c~eratives so that the original purroae of ~ne 
plant c0uld be accofuplieh~1. The Institute's regponse wac positive, 
and it was otated that INTN could receive the raw materiale, would 
process them, and would deliver the finished product to the cooper
atives. This appears to be an ideal solution because it has the 
following features: 
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-- The INTN has qualified technicians wbose salaries 
are already p8id by the Government; 

The plant W8S donated by the U.N., therefore there 
are no amortization ~r interest charges; 

No investment other than working capital would be 
n~eded to make the first trials; 

It would break the vicious circle of farmers not pro~ 
duc1ng quantiti~a of the products on Table No. 9 because 
there is no industry. The potential entrepreneurs otten 
do not invest because there is not enough production to 
fully utilize a miniw~~-size commercial plant; 

INTN cost would be only variable costs. 

TABLE Nc. 9 

LIST OF PRODUC1'S THAT CAN BE PROCESSED AT INTN' B PIM' PIANr 

Marmelade: Orange - Grapefrult - Tangerine 


Citrus pulT' 


TOlM.to ,juice 


Tomato puree 
, 


Whole tomato in solution (salt) 


Whole tomato (natural 


Peeled to.rnatoes 


Tomato pulp 


Nectars: banana - oranges 


Strawberry - syrup and pulp 


Dehydra.tion: green }>€ppers - carrots - onions 
cabbage - Jnjon pulp - garlic pulp 


Salt: ordon - garlic 


Frozen strawberry pulp 


Frozen whole strawberries 


Source: Instituto Nacional de Tecnolog!a y Norma1i~aci6n (INTN) 
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The only constraints to this proposal are to find markets 
and to find the cooperatives that might be willing to follaw the 
plan. If markets (large food processing companies) are found in 
Brazil or Argentina, it is evident that the potential economic 
returns to the cooperatives would be much better than selling their 
vegetables fresh. It is known that there is a large potential 
market in the United states and Europe for dp.hydrated fo~s. What 
needs to be developed is individual contact.s with buying firms. 
After a stlccessful experience and through the c.emonstration effect 
and the availebility of more trained technicians, the Paraguayan 
private sector would react faster to this type of business. 
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v. ANALYSm 01" D1WgLOPMEN'~:AL Cru.:DI'l' LINES AVAILABLE IN PARAGUAY 

There are three major sources of industrial development runds 
in Paraguay. The first and largest is the National Development 
Bank (BNF) which operates with IDB arJd German Government funds. 
The second is COMDESA, a private sector finance company, which 
operates mostly with USAID funds. The third source involves the 
thirteen commercial banks that operate in Paraguay. 

A. Commercial Ba~~s 

The commercial banks in Paraguay operate on the basis of 
a reserve requirement of 42 percent of total deposits. In 1972 a 
law was passed by the Central Bank that ordered the commercial banks 
to dedicate a mi:-limum of 50 percent of their loan portfolio to 
"development" loans. 'The same law specified that the 50 percent 
should be divided as follows: 

25 percent to industry 
20 " to exports 

5 " to agriculture 

under the l'ollow·ing terms: 

Interest Commissio: Total 
Percentage Percentage Percentage 

., ,.,
Loans of' less than 240 days 10 ;::> .!.e 

r)Loans of 240 days to 36) 10 .. 1/2 12 1/2 
Loans of more than 1 year 10 3 13 
Commercial loans (mostly 

(.less than 1 year) 12 to 12 20 to 24 

The difference between loans to industry and to exports 
is not well defined; therefore, the industry often t.es access to 
the export loans as well. The 5 percent to av-ic'.lltClTc is '.[sed to 
finance the ptU'cllase of agricultural products at liarvest ti.-ne. 
Since most c,r this prodllction is exported, we caL concll:de that 
practically all the develop::Jent loar~s are export orier:tf;d. 

The commercial banks, confronted Wl tIl a high reEerve 
reqllirement ratio, a cost of approximatel;; h percent (time deposits), 
and an administrative cost that ranges for most oa!1ks between 14 per
cent to 7 percent, have a preference for export-related loans, as 
can be observed in the following illustration: 
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Case One - Guarani Loan to a Dai Products Firm: A loan 
of ¢12,600,000 100,000 to a dairy products firm for 
365 days; by law interest rate plus commission would be 
13 percent. At the end of the 36~ days the bank would 
recupe~ate 01,638,000 or a 13 percent profit, plus the 
original ¢12,600,000. 

Case Two - Loan to a Lmnber 1·1111 that Exports: A 365-day 
¢12, 600,000 loan to the lumber mill will be similar in 
terms of the profit that the bank gets from the dairy 
case. The difference comes when the l~ber mill exports. 
The bank that lends the money will be handlint?; the foreign 
exchange transaction of the exports. The CeLtral Bank 
keeps 50 percent of the dollars that cO!Y.e i:-, as a result 
of the shipment; the other ')0 percf::nt is kept L:/ c:;e be.:-.k 
to finance imT,lorts of' i ts clien1~s. ':;;:e:, e. clie:,L of +)1": 

same bank wants to pllrcLacc: dollars, :::.f: bad: sell:l i~;J~S(: 

dollars, bLd; chart':es a ;:' percent co::::::issiur,: j~::ererDre 

assuming that the lumter mil.l that ,_~e'~s t.;. •.: /1~'.' ::.lUic\:. 
eventually r;ets the bank's ;::::,00,000 of fnreL':. excLa:;~~e. 

13% at i,t12, tJOO, OiJ') 

$300,000 at ?~ cc:n:!iissior: at 

offi"ia1 exch~:lEe rate '.{L?'·JI',~l i>(" .J() 


)2, 3QL , \;\\) 

By glV1.[ll:; pref'ere:ce to exportA~rs ill ·,~.e 'lSf: 0:' :;;'1.8 
cheaper (13 percent) mo:.e::, tLe ever:tla1 rr.~t ':1':1 to the 
bank is 1;1 perce::t :eca:1S'; t:.f~ li!,Y.8.£e n~tJ'U':~:; are 
higher than those of tra::sar:Uo::s :.ot i';·;01·:1:.i" exporters. 

The ;'a:,co do j'rasil Il.:.<i :/t.:;':() 'k 1& ::ac1,::, ;',r,:e:.'"i:,e aI"! 
subsidiaries or t,\;e:cntral :"L',ks lJ:' l;~,;:'ir rr;sp'-"':,.i';·: .:,) .;.:,ries. 
These two banks operate comI:l'O:l'cial : a!;ks i:: : r.lY'F.l.,~ ;8.~" : ;'" offer 
long-term credit for t!le p1:rchase of eq'uip:ne::t:. '~::fj,t~ i s :~.a.::·lJact'.:red 

in their CQUnLrif.:!s. i,ccord.:'::tr to L,!,:'ir: ~ a1 fi:.~·:res ot' ',~,e c:arag'la:;aL 
Central Fank jlJ I'ece:'.!ier l~17~:j.j'J perce:.t of t:.c rl ..... ·;r:lop:::e:;: loa:_ 
portfolio of r:or:rr::erci a1 la:'.ks i:-;vol';ec! Ie'a::: or lf~3S ·,',a:·. o,:e ::ear; 
5 percent, two :tears: anJ ttle otiler " perce:;c e;er b:o ::,!ars. 'fte 
total developmeLt port folio ',./as appro;.ci :;.Iltel~· :.J :::lllio!'. 

E. Banco ~iacional de 2~'orr.ento :~:;i,' '\i 
,-=-,-~....,,-,--,,--

The P;;I,' was instituted L n61 a.nd is U-.e only development 
bank in Paraguay. In October 1975, the ErlF had an industrial loan 
portfolio of approximately $34 million. 
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The BNF will finance only those industrial dcvelQpment
projects that are included in the industrial priority list 
prepared by~the National P1anninerSearet iat. -rt wil~f£~~e upnanc~
to 70 percent of a priority project ,t an interest rate ot i2 percent 
with up to a two-year grace period. Most loans are granted tor eight 
to ten years. Rrier the grace period, amortizations take 'Place 
every six months. BNF does not finance wor pg apitil. 

The German Government of 
credit to Paraguay that t . NF administers. The German credit is 
for projects that involve ' "he purchase of ~rman eqi.U.pment. The 
subloans undertake currency exchange risks vtth German credit. This 
feature hurts many Par~yan industries both wne the mark revalues 
or when the dollar devalues. The Guarani has been traditionally tied 
to the dollar. 

C. COMDESA 

COMDESA is a widely held private finance company with an 
equity capital of approximately $1.5 million. It has receive~ $5. 5 
million from USAID. Part of COMDESA I s portfolio is oriented to 
industrial proj~cts. COMDESA, li e the BNF, can finance u t o 70 
percent of the total cost of an investment project. 

COMDESA will finance working capital if i t is part of t he 
whole financial package of a project. Its interest rate is 12 per
cent for dollar loans and 14 p ercent for guarani loans. The dollar 
loans pass t he currency exchange risk to the borrowers. COMDESA 
loans have up to a one-year grace period if the loan is for five 
years, and two if loans are between five and ten years. ""lst loans 
are of five to six ~fears' duration. COMDESA began operat::"ons i ll 
1971. In Table No. 10 a description of the available development 
credit lines i .s summarized. 

D. Special Features of Development 

A development i vestment i n Paraguay, wh ther it be a n 
industry or an expansion, has to undertake a number of cash expenditures 
that endan ers the solvency of the proj ect, as well as impedes the 
undertaking of projects by many poterltial entrepreneurs. 

An industrial project, f of the t¥pe c ~ained th the 
list of industries classified as "necesl3~tI or I ~ venient" by t he 
Technical Planning Secretariat (STP), i'cl given a ntirWer o£ benefits 
in terms of income taxes and dispensation of impo uties on equipment 
of foreign origin. 



Institution 

Banco de h 
Bae10n 
~gentina 

Al.l13 o~1aJ. 
banU (lnolwtiag 
the first 3 above) 

Currency 
Ext:h. ?islts 

Yes (U$ ) 

Yea (ll~) 

GenIAn 
line only 
(Mark ) 
mE ll=e: 
No 

Doll.&r J.oans to 
purch&ae equip.: 
Yell (USS); 
~utlAr1a.t\\.\. loans: 

TABLE No. ~O 

:;UM-IARY OE" MAJOR C~TICS OF DEVELOPMENTAL CREDIT LlliES 

Requiremen~s 

Brazilian 
equipment 
o~y 

Argentine 
equipment 
only 

Geraan 1i.ne 
Germn equi:p.only; 
IDB line: No; 
only national 
priority projects 
n vorId.ng c:apital. 

Mostly natio::.&l 
priority projects 

Agrie. deve.lopmeot 
Induatrial dev. 
Ex;Iort devel.opDeat 

Terms 

$ 50,000- 2 t o 3 s. 
~OO,ooo- 3 to 4 .. 
$150, 000- lL t o 5 .. 
!f2oo,ooo- 5 to (. tt 

~50, 000- 6 to 7 .. 
More up to 0 yrs. 
Amortization: every 
6 lIXIaths 

Up to 8 1/2 JTS. 

Up to 12 yrs. 
Moat projects 8-~0 yrs. 
1-2 yra. grace period 

Up to 10 yrs.; IIXIst 
projects 5-6 yra. 
It loan ~-5 yra 
~ yr. grace period; 
U 6-10 yrs., 2 yrs 
grace period 

Up to 240 days 

Up to 360 ~s 

More than 360 dqs 

n &ml'.J&l on 
unpaid b&.l.a:l.oe 
3~ &ml'.J&l. on 
unpaid ·:a.l.a.::ce 

101, annuel. pbs 
'2!{.ocmn1ssi= 
~ ammal plus 
2 l~ oam.1aaion 

loS azmual plua 
~ oo.a1.8aion 

of val.ue 
of equipment 

8~ of value 
ot eqUipaent 

Vallue ~ equ1paeat 
~-6~ 
Tb~ rest real 
est~e at a rate 

of 1.6/1
I 
I 



~en when the co~ditions of either necessary or convenient 
are met, an investor has to ~ 15-18 percent of the total cost 0 
~ e imported: equipment 1n border-eolll'lee.ted tJXes ·(nation ~laltt1-o11- ~ - ~I-l:+!;".,.,...~ 
expenses). Since ParaguA¥ doe8 not p oduce any capital equipment, 
these t&Xe~ are paid on all industrial projec B. In most industries 
the C;zF COlt of equipment plus inst Uation, on the average, make up 
60 percent of the cost of a project. ~ border t , es, tnerefore, 
create an additional 10 percent cash expenCltture over the total cost 
of a new project or ~o 18 percent if it is xpansion project 
requi 1M only equipm ,t. 

In addition, there fs an average 7 percent caso payment of 
the total amount of a development loan that has to be paid for the 
various administrative c ~ts and taxes direct~ connected with the 
fWanting of a developme L't loan (credit forma~zat;1on expenses). The 
total impact of these various taxes and expenses n a new p oj ect 
(assuming that no import taxes are i volved) is approximat 16 ~o 
17 ercent of the total amount invested; ih the cas f 
it would be 20 to 22 percent. 

The willingnes and benefits of ENF and COMDE A 'bo finance up 
to 70 percent of the total cost of a development project, Which can 
be considered to be a truly "dev lopmentalist" effort, are offset by 
the tax burden and administrative costs that have to be undertaken. 
It was not possible to determine how many projects actually get 
financed at th debt-equity ratio of 7:3. What could be determined 
is that, characteristically, entrepreneurs, due to cash 1 tations, 
often tend to overvalue the construction costs and, possible, the 
equipment cost, so that they can &pply these "surp use ' to the 
30 percent equity portion of a project. It is believed that the 
entrepreneurs generate the "surpluses" to pay the tax burden, and 
apply their own money to the wealth creative portion of the project. 

The 7:3 debt-equity ratio is very dangerous in erms of the 
insolvency potential that is present. This is particularly tr~e n 
new enterprises where almost invariably tbey have to experience a 
learning curve of two to three years' duration. If cash flow calcu
lations in the feasibility studies are not accurate (which they 
normally are not, given the rather crude methods of calculation, 
where only point estimates are generated and no sensitiVity analyses 
are performed), a new enterprise with no reserve capital can easily 
go into insolvency. This woUld be particularly true when investment 
surpluses are generated because, in effect, the true debt-eqUity 
ratio is larger than 7:3. The break-even poi l't under such conditions 
is very high and in order to operate pDoftta~ y under these sets of 
circumstances, it is necessary to lower variable costs as much as 
possible, the two principal canponents being raw materials and labor. 



Th protective coverage that b&nka obtain thro~ the high 
~ollateril requirements (1.6/1) that is imposed on clients, takes 
away:- some ot the 1B-te1'est-f~' tlie- '!go:ln&-- concern!"of;o;t,!le ,busineas 
enterprise. Among all this, it must nob be forgotten that industries 
in P~~ must strive for high rates of return because only 80 to 
82 percent f the total investment ia composed of productive (wealth 
creative) elements and they must aiso carry the burden of the tax 
and administrative costs discussed ab~~. 

In summary, t can be concluded that t e universe of 
existing development entrepreneurs is largely compose of wealthy 
and/ or land ri hindividuals who can meet the c sh and collateral 
requirements imposed by the bureaucracy and the banking community. 

VI. 

Survey findings and project identification experiences indicate 
that the proposed loan is indeed a viable endeavor that could genera e 
subloans that would nave a direct impact on small f erst income. 
The ideal projects are hose that contribute towar s the horizontal 
and vertical integration of cooperatives. Howe~er, g~ven the present 
stage of development of cooperatives in Paragusy, mo8t pro ects will 
have to be carried out by entrepreneurs. 

Channeling the funds through the commercial b8tllking ,system is 
an intere ting and promisj, alternative. However, the true willing
ness of commercial banks to enter the development finance field has 
to be confirmed after the terms and conditions of s14bloans are specified. 
Perhaps a good indicator of what is an acceptable return to commercial 
banks for the administration of the subloans is a profit rate of four 
to five pe cent. Banks presently are charging 4 percent o~ the guarantees 
that they sell (offer) to clients. This means that t e interest rate 
that commercial banks could charge to subloans should range between 
9 and 12 percent without commission charges. The former rate is similar 
to the total rates charged ~ Banco do Brasil and Banco de la Nacion 
Argentina for their equipment finance credits, and the latter s similar 
~o rates charged by COMDESA d BNF on de elopment proj ects. 

The length of the subloans shoUld be up to eight and one- hal:f 
years, with a grace period of up to two year"', depending on the needs 
of the project. Both of these recommendations are corroborated by 
the experience of the Banco Nacional de Fomento (see Table No. 10) 
and the Argentine ap.~ Brazili ba.nkS. Working capital should e 
financed either as p t of :a project or by itself. WorkiD8 capital 
loans that are not part of a project should be caref~ evaluate and 
reasons should be i'O.entified as :to why working capital cannot be obtained 

, 	 through the regular develo~ent portfolio of commercial ~. In other 
words, the price pact on mnall farmers should be emonstrated by the 
use of these che , 'er funds. The time :length for worldng ca~ital :lQans 
that are not p , of a project should not exceed three ~ars. 



Loans tbat l11cllHiew:orki.ng capital as part or a project should 
finance only permanent working capital. This means working capital 
necessary to operate a plantLL'p to a mBJeimum of t.wo months (preferably 
45 days), given the plant's production output and labor and adminis
trative expenses. To finance the complete working capital require
rnents of some agro-;i.ndustrie~ requires large quantities of mone-y 
because a year's supply of raw materials must be purchased ~ver a 
short period of time. The conventional development .' ~d.IlS take care 
of that necessity. 

In those cases where the required equipment is from either 
Brazilian and/or Argeutine origin, the existing credit lines of these 
two countries should be used rather than mAID funds. The part that 
USA]]) funds play in such eases could be the fi.nancing of downpa:",nents 
on equipment (see Table No. 10), buildings, plant sites, working 
capital, etc. 

In terms of the percellta.ge of a project that cOllld Ile .finaneF~d, 

the 70-30 debt-capacity ratio should be the !llaximwll but ],y no mean::; 
the rule. Only hardship cases should bf~ leveraged i:o that extent, 
and only wher! evidence of stabilization factors lii~e Gales contracts 
for two or three years exists. It would be lligl!ly desi ra,ll1et;0 
remove liS many as po::.:uible oC the taxes OJl new rro,;':cL:. '!'he foll0.·ring 
is a list of some ,f 'c;lle major taxes that ne(:Q to 1 e rcd',l'~ed t.o a 
minimmn or completely eliminated. E is written i!1 ~;pa!liSrl [;0 as not 
to lose its legalistic meaning in 0. trandation: 

Liberacion de l!)s derechos adi(:iOl:ales, complementarios 
aduaneros. 

Ara.ncel CCi'::':llJar. 


Impuest0 '::1' papel sellado y estampillas (parrafos 

2-6-)1)-6(.) . 

Artlculo 27 cle 18, Iey 1003/f,L+. 

Credit Formalization (Ca~tos d~ Fonr~li zactc)li de CI'edito) 

Ley 1003 (on capi-:al and interest) 
the 2 percent charge on Letter of Credit t;';i commercial 
banks; 1 percent conmssion charge of Central Bank. 
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If l,aw 1003 cannot be eliminated, then the credit instrument 
for the haniling of' loans should be pronisory notes and not drafts 
because the former is taxed at 1 percent and the latter at 1.5 percent. 

Since banks will be assuming the risk for the subloans , it is 
naive to believe that they will not be attc~pting to cover themselves 
as much as possible. An attempt should be made to get the banks to 
agree to accept 70 percent of the value of equipment and other fixed 
assets (building and plant site) as part of the collateral package. 
For the remaining 30 percent, instead of the present 1.6/1 collateral 
rate, an attempt should be made to obte.in at least a 1.25/1 ra.te. 

'I'he final outcome will be the result of future conversations 
and negotiations with the Central Bank and the commercia.l banks. 
Good financial judgment must remain, but developmental features 
similar to the ones suggested here should ce present. Table Jio. 11 
summarizes the suggestions described above. 

TABIJE ho. 11 

SUGGESTF.J) FINANCIAL PAPJJJfmERS FOR FlJI'URE SUBLOA1J;i 

Currency rerce::ta.C'~ 
Exchange Special Loar; to be Collateral 
.Risk .Requirements Period Interest Fina!:ced n'?q(;irements 

Assumed. by 	 Attempt to use ,1:-1/2 ~'ear q to 12 per 1.25/1 
Central 	 the CACEX and maximll!I1 lip cent with l.0 0. t least 
Bank 	 Argentine to two commission i:;cl:dj:.,~ 

Bank credit :rears grace charges worle 1:(.: 
lines ",hen perion (: ~lP: tal 
applicable 

The ~()operatioL oC tile ;·:inistrJ· o~· hd,,,tr.; o.':d 'c':r.:nerc:e on this 
proGram will 1'e a desira.ble t:.Li!'.;,:;. '.ihe cooperatives alree.dy e:.c;oy a lot 
of tax benefits, and :::8.r;::: of the pote:ltial pro.1ects will fall '.L'1der t:-le 
category of "llPcessar/' i:1dustrio::s. ':owever. it is possi1:le that i:i the 
future some industries, while tl1e~: I!~ight t'8.ve a sii~nifican':, i:r.pact on small 
farmers' income, might 1-e classified '.l:-,der the cate,:'or:,' of "coLvenie!lt" 
or under 110 category at all. It 'riolud also !.·e a. ",ery desirable develop
mental featurE:! if ti:e tax advantages ar.d otr.e!" exe:nptions afforded t.c 
"necessary" inc 1lstries are automatjc'all:: given to subloa:1s of this project 
upon approval by the Central :"u:lk 8.!1d AI.:' (similar to what occurs witil 
loans financed by l~NF). ?erhaps tLe Ceil'Cral Bank is the best agent to 
deal directly with the Mini~try of Industry and Commerce on this matter. 
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A. -.eessaryLoan Infrastructure 

In order to assure that subloans are developed and that 
these are indeed the type of projects that will have an impact on 
small farmers' income, a team of technicians would have to be formed 
at the Central Bank level. Such team should be composed of two or 
three technical people, preferably engineers, and two economists. 
This team would perform three major functions: 

To promote the program by continuing the function of 
project identificatio~ similar.. to what the GAMCO 
team did during the course of this study. 

To evaluate su:)loans as they filter through the 
cunnnercial banking system. They should apply the more 
sophisticated evalua.tion techniques Slle!) as internal 
rate of return, discolUlted cash flow, and, most impor
tantly, sensiti.vity allEtlyses, particular1:,' ;lith those 
subloans that aTe hiGhly leveraged. It. wO'J.ld be ver:/ 
desira'ble to acquire IBW s ne..rest miLi-cOI;]p'lter (approxi
mate price ;t20,000) whiCh, 8..'1long other statisti.cal 
features, allows OIle to run sensi.tivity alil.l.lyses. 

To i.nspect ongoing pro,iect.::; to see t,}wt tL(~ i",:l;;i:,icI;S 
intended are bi:! in;; pCl't'orned. To provide T, f;c~i,deal 

aBsi.sta~lce i:1 t;hose r~aG(;S Hllr=rr~ needed i:: 8.!', effort ;:() 
increase tile pro[Jabi.lH,:; of ;:;uecess. Tld.s [lmction 
should Le partic1llarly welcL):ne to the corn;r:ercial banJ\:3 
when the:; are eVelll.8.+,in,'· "riskier" proJe'~i.c:. In other 
Hords, tiie czistp.tlce 0[' trlis tea.m, if prop'':1'I:: trail1f::d, 
shouJd ue viewl::rl oy t!,,; r::o:;:mercial !,e.:1KC as e. risk
reducti.o:, element. 

It 'will i.I: 'p t.o t:!· G :;(~IlI:: ;~IJ ,1'.,!J'!1:1i.l:t: \.:'.';1).':1' or l.et a. 
project should 'he finn,:~ed. b\lC ;11 ~,U !:!!.ses t.;:e:r 'llsi:,it'ir::aU.O!1 a!ld 
fina.l decision cl.t"lld : (~ apuro'fcrl>.' 1 1:;/\-;;'. 

It Cb.ni.'(; a"t,ic.i.pe.:;crl Ula f o t.Lert .,"iJ 1 :c sr:veral projects 
tl'.o.t can have a ~;ifj:;l!'.;.CEint. :impact (\:, 81:1a11 CH!.'!nerG' incu::lc, bllt that 
t21e entrepreneurs, <',ve:' thoUi3!! t;,,,,:: r:!I~e'. t.he Leci:l',jcal a::d adminis
trat.ive requiremer~tG neC'~Gse.r:; to C&.1'1'y l):;t Ii project, Hill not qualify 
financially for [l loan e',fp.:, under Ii i (;r[1~i zed loan pararleters. !·1any 
YOlilli!, professionals a:.d Gmall hi!,;i!;~!ssme:: ''':110 do not ha'le either e:,ough 
cash or the collateral SUPPO!'!:, nececsar:i Hill t,e J.eft octt, of the :L";iverse 
of potential entreprencllrs. This ',rill probably L:e n:ore true in the 
interior tl':.an in t.he ASlllci.on area. 

The availability of qualified entrepreneurial talent is the 
most scarce reSOUl'ce :i;i developing coantries. This is particularly 
true in Paraguay. Often, when such talent exists, the lack of adequate 
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funds and/or collateral becomes an iillpediment to development and the 
enlargement of the middle class. Where available funds are not 
adequate, it would be an ideal developmental effort if COMDESA, as 
8,uthorized by its charter and acting as a minority partner, could 
borrow the 1Unds from the Central Bank and invest them as equity 
capital in a project. However, tIle project itself merits developing 
because of its impact on small farmers' income. The design of such 
strategies, assuming Lllat Cm-IDESA wants to participate, would have 
to include some kind of convertible stocks or debentures. Exercisable 
by the original entrepreneur and/or if. traded by COMDESA, the original 
entrepreneurs would have first option. This is just the type of 
development experience that C(\''Il)ESA is lacking. Its nitche in the 
developllicnt finance system of fll..Cagu~.y is not quite clear now because 
it largely duplicates efforts with the National Development Bank, and 
if this loan program is developed through the commercial banking 
system, its role will become even less clear. 

cm@ESA cannot be expected to react quickly or even 
favorably to such an alternative, since in addition to being tmder
staffed, it does not have any real experience :.'1 the ir,vestment 
field. Its perception of risk is heavily oriented towards that of 
a banking agent; 1. e. administering borrowed funds for a commission 
and not as an entrepreneurial agent. A "orm'lla YlOl;ld ~,a','e to ';)1': 

derived so that in case of failure, once the corm!1el'cLal : ank:::: .-TO,.ud 
take their coverage, COMDESA would [Ie next..:t-lefore tLe oriisinal e:ltre
preneu1's). If there Here not enollp:h ie ft to fLul~,' reco':er the 
investment, then there would have to iJC a guarantee sC:J:::-:e that would 
cover the 103s either partially or wholly. (~O:,lDl~;).4 codd be tLe 
guarantor behind promising projects that are ollort of capital or 
collateral. 

The advanta;;,:es of slIch a Sy3tf~:n wo:!ld 10: ' 

Considerable enlart';e::le:.t; or UiE: l!~!i':e!se or potential 
entrepreneurs that would ;:,ake s tlblo8.!lS . 

The comrnerc=ial bank,; them::::elves WClUei fee lIiore literal 
if they kn( w COj.!nE~:;f\ were a partr,c: 1:' i \, cert9.in pro'; ects. 

It would give ~~O)'!i)E~'A a ni Lche i1: '~lJe developme::t ',.;orid 
that it is suppo3ed to fill, ::t :,as r.ot at the present 
time. 

It wOLud gi·,re I~O/.1D:~S}\ the experif';;ce :lec'essar,;,T within 
two or three yea.... s to cont i:111e nakint~ investments ;.;ith 
its own money. 

It would act a,s a stabilizine; agent withi:; the project 
by bringing in administrative controls al:d methods which 
are necessary in any new finn and often neglected in 
small- and medium-size industries. 
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B. 

~s a result of survey findings and thr~hout this ' repo~, 
four programs have been suggested: national agricUltural implement 
plants; utilizatiqn of a pilot plant at INTN; promotion of wire silos 
and storage sheds; and the development of cooperative general stores. 
All of these programs were identified as significant endeavors that 
address themselves to problems of magnitude. 

In order to carry out such programs, an institutfon or a 
group of people needs to act as the catalyzing agent. This would be 
a costly effort, and at the p esent time the only organization that 
in rinciple seems to have ome interest is CREDICOOP. It is doubtful 
that CREDICOOP can undertake the development of. these major progr 
given the human and capital resources that it presently has at i s 
disposal. Pexhaps with some addi ional support, it can spearhead 
these programs. None of the four programs mentioned above will be 
developed, unless someone acts as tHe catalyzing agent. 

C. Qualification Analysis of Subloans 

In determining the subloan's qualification for financing un er 
these programs, the first and most important consideration is: How:ll 
this project going to increment small farmers' income? This important 
question has to De answered by the entrepreneur or cooperative that 
will benefit from the funds. It will be the responsibility of the 
evaluating team at the Central Bank to check the justification given 
by the interested entrepreneur or cooperative. ['he other project con
siderations should also b~ analyzed by the Central Bank~ but this is 
the responsibility of the commercial banks which, after all, are the 
ones that are assuming the risks. Conventional evaluating techniques 
used by the bank are efficient and conservative in natur. The relevant 
question s, what impact will each project have on farm 'income? 
Irhe e elopme t of a quantitative model only has some significance when 
tfie first question has been satisfied. With ref~rence to an evaluat ng 
model, the following comments merit consideration. Small farmers' 
income can be incremented in three alternative ways: 

Increase the volume of his production by the Badition 
of Inew markets for his products. This "volume" benefit 
is a form of income incremen atton that assUmes the 
farmers have more land to cult:r ate, or that part of 
their production is not being utilized. 



Better prices tor his products. 

Cheaper prices for his inputs. 

The impact of any of these three alternatives varies in 
degree, and only after a few loans are analyzed will experience 
indicate which alternative seem£ to yield the greatest benefits. 
Once this is known, the Central Bank team can promote this type of 
activity. 

Another consideration to be kept in mind is that there is 
no control over the arrival of projects that are to be analyzed. 
It is not expected that Ill8.ny projects will be at the bank's door 
at one time. Each applicatj.on will have to be studied on a case by 
case basis. The final criterion after some experience is gained 
would be to develop two ratios: 

Number of farlJlerS directly benefitedLoan dollar per capita= 

ratio 
 Dollar amount of USAm :f'unds to be used 

Loan dollar multiplier Total monetary LeneTit to farmers 
effect ratio = Dollar amount of USAID funds to Le used 
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ANNEX No. 1 

ARTICLE I - STATEMENT OF WORK 

A. Objective for Which the Technical Services are to be Used 

To prepare elements of a project paper (pp) for a loan which will 
finance agro-industrial subprojects for small farmer infrastructure 
development and employment generation, The types of industries to be 
financed through the loan will be fW1ctional and crop-specific B.gro
industries but will not include traditional linfra~1tructure" areas 
such as roads or electri:! power. 

B. Description 

L O'ojectives 

Ohjecti.ves of .....11e proposed loan include: \ a) incre9.sed agri
(~ultural processing capac:i.ty for products grown 1y small fanners; 
(b) more firms providing small farm inputs and purchasing outpnts to 
incre9.se geograpJJic coverage and to encourage market compcti tioD; 
((;) more market opporttmities for both traditional at;d nontraditiur:al 
small farm production: and (d) Job creatior'. in labor sl.U'pl1!~) areas. 

Tnformu.ti,l!J illl)jt,~J for t~:lC! :'}' ,.,-ill lJe de·ie.lLlp·~(] V·.ru ;;)1 two 
methods, First, UIC cO:l::JultB.llL:: will a;,al:..'ze availal1t.: data a::d 
opinion, incilldi.tl'~ ;XI~ un:::oin!~ r;:::ATD,h~'? :',:1':8.11 ;;'ar:ner ::'11,seci"or 
Assessment un!] :;r('OrlcJ2i':,' dlltFl F.ivailable il'. tl:e :·Ecistl':" of' f,,:;.:ric\llture 
and Ministry of rr:rJ.~l;;·XJ alld Commerce.'m, l)l':f.., 1:'1:1,. and loelll 
orgLmizatiollS :~ ,(~\! W~ ";'T~'~X. 'CI. 8.:1r1 url1ers. c:l:co:~d. t-~le cO::su.lLants 
will conduct l,al~LC i.·ZpJ.Ol'&lory re:.:carcll incl1lding direr~;> interviews 
with institltt LO:l:, FL:,ii illdu,:trics. 

c . 3cope of' ',':~)!J; 

'1.'110 (:olltntCf'll' :"<.Ll pru',-icie 2',:,:'.1, ma~l DOllt:;S ('1' proi"~sr.i.onal, 
technical, 6.l:ci r']!~riC'a:;' pc:r3(Jr~ncl !:ecessary to perforr.l t~lle services 
called for herein i.n i. ';e ,;taL'ing pattern set fort!, belm., Tr.is 
effort shall b~ dircc'ted tOHards th~ aceompliGhr:-.~:·:t of the following: 

1. Ana1'lr.;;] 
.--~-

a. hevicH oi.' :.;mall farm inpilts :,oti: for production a.'1d 
personal consumption :l!1d dema.nd for inputs not readilJ' available. 

b, Re',riew of small ;,'ann oatpnts i~;cludi~:g marketing arrange
ments a.nd identifica.tion of problems such as transportation shortages, 
spoilage, etc, (To the extent possible, the consultants should obtain 

78 


http:incilldi.tl
http:incre9.se
http:capac:i.ty


information for a and b above from the Small Farmer Subsector Assess
ment and interviews with leaders of cooperatives. Emphasis should 
be placed on special characteristicr. and problerus of the geographic 
areas in eastern Paraguay in which the small farmer target group is 
concentl·a.ted. ) 

c. Revi~~ of human resources including managers and skilled/ 
unskilled labor available for the creation of new industries or the 
expansion of existing businesses to better serve the small farmer. 

d. Identification of other constr9.ints, in addition to 
shortage of capital, which inhibit development of agro-industries in 
Paraguay. 

e. Comparative analysis of banking institutions and other 
sources of finance to assess the relative position of these orgar.i
zations and to select the institution or institutions throuf~h which 
A.I.D. loan flmds could be channeled. 

f'. Examination of the rolf! and flU1(!tion of variolls 
Paraguayan organizatj ons, including CREDICOOP and U:HPACO, in terms 
of their relations to a.gro-industries and service f~nterprises. 

2. Development of criteria for Selection at' s'J['pro,iccts 

The consultants should develop a list of' criteria ror the 
lending institution or institutions throllgh .,ilir'h A.1.11. loan funds 
9.re channeled which will insure that slltJpro,j ects contr it'llte to the 
objectives of the loan. Criteria should reflect the rollowing 
consideratflo"1s: 

a. ~·1c:asll.res SllCh as internal rate of retur!: and sensitivity 
analysis for agro-ind 1wtrial and service ~ndllstry projects, and other 
indicators of subproject profitability and t'easil)ilit:; that can be 
used to evaluate pro,i ects submitted. 

-D. Determ:irJation that the sl:1pro ciects will ~lave a significar~t 

impact a.nd will establish a long-tern relationship ',.;i ti: '~:ie small 
farmer. 

c. Criteria. r.lLiSt provide a sys·;err. wi:ic:; will assigr. priority 
to subprojects so that they can be rank ordered in terms of a and b 
above. 

d. The amount of import ed ra\or mat erials and :-oapital goods 
required should be an important factor in subproject selection, Wi1;h 
industries usirlg a large proportion of domestic resources receiving 
higher preference than those which require imports. 
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3. ~tification of potential subprojects 

The Contractor should develop a list of potential subprojects 
which will provide for prompt initiation of the loan project and will 
illustrate in the PP the types of activities which the project will 
finance. For each opportunity identified, the Contractor should 
provide the following information: 

a. An estimate of the benefits to the small farmer. These 
benefits can be stated quantitatively, qualitatively, or ~priori, 
depending on the nature of the opportunity and the information 
available. 

b. The Contractor will state in detail how the benefits 
were calculated. 

c. The Contractor will list investors interested ~n under
taking the subprojects identified. 

A.l1TICLE II - STAFFING 

The level of staffing for the performance of this contract 
shall be 27.64 total man months of direct specialized labor in 
the categories specified below: 

Number Category Man months 

I Senior Development Specialist 4.5 
I Mechanical Engineer 4.5 
2 Agricultural Engineers 9";0 

I Economist 1.5 
1 Secretary 4.5 
I U.S. Industrial Eng!neer 3.64 

ToteJ. 27.64 
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ANNEX No. 2 

LIST OF COOFERATIVES THAT WERE INTERVIEWED 

Zone 

I 

Location 

Loreto-Concepcion, 

Loreto-Concepcion 

Concepcion-Concepcion 

Belen-Concepcion 

Sub-Total 

Nama 

Co'e Pyajhu Ltda. 

Candido Silva Ltda. 

Del Norte Ltda. 

ypane Ltda. 

II Saltos del Guaira-Canendiyli 

Hernandarias-Alto Parana 

P.P.Stroessner-Alto Parana 

J.E.O'Leary-Alto Parana 

Hernandarias-Alto Parana 

Colonia Yguazu-Alto Parana 

Cnel. Oviedo-Caaguazu 

Sub-Total 

COPASAGU 

Palma Ltda. 

Minga Guazu 

,J.E.O'Leary Ltda. 

I,!ayor Alfredo PIa 

Takushill '{op.)ira 

Cnel. Oviedo I.tda. 

III Capiata.-Central 

Capiata.-Central 

Capiata-Central 

Pirareta-Cordillera 

Itacurubl-Cordillera 

Caraguatay-Cordillera 

Caraguatay-Cordillera 

E.Ayala-Cordillera 

Sub-Total 

Hortifrut Ltda. 

Ybyraro ;~tda. 

Moises Bertoni 

Cr.raguatay Ltda. 

Promocion Ltda. 

La Barrerena Ltda. 

81 

No. of Members 

240 

38 

40 

84 

402 

343 

15 

452 

220 

140 

684 

2,094 

20 

27 

25 

8 

97 

26 

370 

109 

682 



Zone Location . Name No. of Members 

IV Yaguaron-Paraguari San Buenaventura 18 

Yaguaron-Paraguar! Yaguaron Ltda. 171 

La Colmena-Paraguar! La Colmena 52 

Acahay-Paraguarl Acahay Ltda. 87 

Carapegua-Paraguar:! Carapegua Ltda. 150 

Para~~{-Paraguari Parae;uari Ltda. 125 

Quiindy-Paraguarl Quiindy Ltda. 170 

Sub-Total 773 

v 	 Villarrica-Guaira Ideal Ltda. 

Villarrica-Guaira Independencia 

It urbe -Gltaira. Santa Clara Ltda. ~/ 

Buena Vista-Caazo.pa El Progreso Ltda. */ 
Yuty-Caazapa Yuty Ltda. ~ 

Sub-Total 	 419 

VI Ignacio-Misiones Segunda Coop.Triguera 35 

San Ignacio-Hisiones Mieionera Ltda. 21 

San I~nacio-M~siones Sa.n Ignaci 0 Ltda. 374 

San cTuan Bautista.-Misiones San ,}'.'a,n ;ota. Ltda. 119 

Sub-Total 

~ Membership was never properly determined. 

~- .82 	 .. 
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VII 

VIII 

Zone Location 

Obligado- Itaplla 

Encarnacion-ItapUa 

Carmen del Peraml-Itapua 

9an Lu1s-Itapua 

Cnel. Bogado-ItapUa 

Fram-Itapua 

Fram-Itapua 

Pirapo-Itapu.a 

Capitan Miranda-Itapu.a 

" 

" 

" 

Sub-Total 

San Pedro-SF".: PeCiJ"o 

Itacuruof del Rosario
San Pedro 

Volendem 

'lilla del Rosario-San Pedro 

Fto. Rosario-San Pedro 

Friesland 

San Pedro-San Pedro 

San Pedro-San Pedro 

Sub-Total 

!!:!!!. No. of Members 

Colonias Unldas 829 

Del Sur Ltda. 240 

C armena L tda. 170 

San Lms Ltda. 152 

Cnel. Bogado Ltda. 206 

Aperea Ltda. 30 

Fram Agrfcola Ltda. 226 

Pirapo Agrfcola Ltda. 300 

Capitan Miranda Ltda. 44 

Cerrito Ltda. 70 

lng. Agr. H. Bertoni 53 

Agricola Pioner 40 

2,360 

Trigenar Ltda. 13 

Itacurub{ del Rosario Ltda 33 

Volendam 160 

Villa del Rosario Ltda 120 

La Rosa.rina 80 

Friesland 196 

Nortena San Agustfn 130 

San Pedro de Ycua
mandiyu 58 

790 
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Zone 

IX 

Location 

Chaco 

Chaco 

Chaco 

Sub-Total 

Name 

Ferheim 

Neuland 

Chortitzer Komittee 

No. of Members 

800 

172 

1,400 

2,372 

x Pedro J. Caballero-Amambay Aquidaban Ltda. 14 

Pedro J. Caballero-Amambay 

Sub-Total 51 

SUMMARY 

Zone No. of Coo}2eratives MembershiE 

I Concepcion 4 402 

II Canendiyu-Alto Parana 7 2,094 
Caaguazu 

III Central Cordillera 9 682 

rv Paraguarl 7 773 

V Guaira-Caazapa 5 289 

VI Misiones 5 549 

VII Itapua 12 2,360 

VIII Ban' Pedro 8 790 

IX Chaco 3 2,372 

X Amambay 2 51 

Total Membership 10,362 



AJNEX No.3 

LIS!' OF METAL WORKING ESTABLISHMENTS THAT COULD PARTICIPATE 

IN THE MANUFACTURING OF AGRICULTURAL OO'LEMENTS 

1 - Victor KOop - Asuncion 


2 - Funder!a Milan - Asuncion 


3 - M/M - Asuncion 


4 - Ast1llero San Isidro S.A. - Asuncion 


5 - Industrias Ybycu{ - Asuncion 


6 - Fabr1met - Fernando de la Mora (Asuncion) 


7 - Agrometal - Asuncion 


8 - Taller 14 de Julio - Asuncion 


9 - Talleres Gedea - Asuncion 


10 - Tal1eres Borgman - Friesland 

11 - La Agr!cola - Encarnacion 

12 - Taller Cooperativa Colon (Chortitzer) Chaco 

13 - Industria MetalUrgica HqrGt_~e~ - Chaco 

14 - Fidelln Varela - San Ignacio 

15 - Heriberto Schebella - Encarnacion 

16 - Taller Andres Riecan - Carmen del Parana 

17 - Super Basculas knghino S.R.L., Villarrica - Guaira 

18 - Jorge Paredes Cabello - AsunCion 
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