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Name of Country: Panama 

Name of Project: 

Number of Project: 

Loan Number: 
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Marketing 
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1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, 
as amended, I hereby authorize the Agricultural Cooperative 
fi'iarketing project for Panama involving planned obligations of not 
to exceed Five Million Nine Hundred Thousand United States Dollars 
($5,900,000) in loan funds ("Loan") and Two Million Three Hundred 
Thousand United States Dollars ($2,300,000) in grant funds 
("Grant") over a five (5) year period from the date of 
authorization, subject to the availability of funds in accordance 
with the A.I.D.  allotment process, to help in financing 
foreign exchange and local currency costs for the project. 

2. The project ("project") consists of assistance to strengthen 
Panama ' s agricultural cooperative system. through: . ( i ) support to 
the Institute of Panamanian Cooperatives (IPACOOP), the-Federation 
of Agricultural Cooperatives (COACRO) and the Agricultural 
Development Bank (BDA) to increase cooperative membership and 
improve marketing services provided to cooperative members, and 
(ii) the establishment of a Marketing Credit and Infrastructure 
Fund to provide marketing credit to cooperatives to finance 
marketing infrastructure and equipment and working capital for 
marketing activities. 

3. The Project Agreement, which may be negotiated and executed by 
the officer to whom such authority is delegated in accordance with 
A.I.D. regulations and Delegations of Authority, shall be subject 
to the following essential terms and covenants and major 
conditions, together wich such other terms and conditions as 
A.I.D. may deem appropriate. 

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to A.I.D. in 
U . S .  Dollars within twenty (20) years from the date of first 
disbursement of the Loan, including a grace period of not to 
exceed ten (10) years. The Cooperating Country shall pay to 
A.I.D. in U.S. Oollars interest from the date of first 



disbursement of the Loan at the rate of (i) two percent (2%) per 
annum during the first ten (10) years, and (ii) three percent (3%) 
per annum thereafter, on the outstanding disbursed balance of the 
Loan and on any due and unpaid interest accrued thereon. 

b. Source and Origin of Commodities, Nationality of Services 
(Loan 

Commodities financed by A.I.D. under the Loan shall have 
their source and origin in Panama or in countries included in 
A.I.D. Geographic Code 941, except as A. I.D. may otherwise agree 
in writing. Except for ocean shipping, the suppliers of 
commodities or services financed by A.I.D. under the Loan shall 
have Panama or countries included in A.I.D. Geographic Code 941 as 
their place of nationality, except as A.I.D. may otherwise agree 
in writing. Ocean shipping financed by A.I.D. under the Loan 
shall be financed only on flag vessels of Panama or countries 
included in A.I.D. Geographic Code 941, except as A.I.D. may 
otherwise agree in writing. 

Commodities financed by A.I.D. under the Grant shall have 
their source and origin in Panama or in the United States, except 
as A.I.D. may otherwise agree in writing. Except for ocean 
shipping, the suppliers of commodities or services financed by 
A.I.D. under the Grant shall have Panama or the United States as 
their place of nationality, except as A.I.D. may otherwise agree 
in writing. Ocean shipping financed by A.I.D. under the Grant 
shall be financed only on flag vessels of the United States, 
except as A.I.D. may otherwise agree in writing. 

Conditions Precedent to Execution of Project Agreement 

Prior to the date of execution of the Project Agreement, 
the Cooperating Country shall, except as A.I.D. may otherwise 
agree in writing, furnish, in form and substance satisfactory to 
A.I.D., evidence that: 

(a) it will guarantee COAGRO's external financing during 
the period of the project. 

(b) it has replenished the Cooperative Development 
Revolving Fund in the BDA for long-standing delinquent 
subloans under the Rural Cooperative Development Project 
(525-T-041). 

(c) long standing delinquent subloans under the Rural 
Cooperative Development Project (525-T-041) have been 
declared bad debts by the BDA. 



e. condition Precedent to First Disbursement 

Prior to any disbursement, or the issuance of any 
commitment document under the Project Agreement to finance any 
Project activity except for the contracting of technical 
assistance to assist IPACOOP in development of materials to meet 
conditions precedent, for short term technical assistance to 
assist in pre-implementation organiza.tion, or as A.I.D. may 
otherwise agree in writing, the Cooperating Country shall furnish, 
in form and substance satisfactory to A.I.D., evidence that it has 
repaid COAGRO the entire outstanding balance of $1.0 million in 
delinquent debts. 

f. Condition Precedent to Disbursement for Lending Under the 
Marketing Credit and Infrastructure Fund 

Prior to any disbursement, or the issuance of any 
commitment documents under the Project Agreement to finance 
lending activities under the Marketing Credit and Infrastructure 
Fund, the Cooperating Country shall, except as A.I.D. may 
otherwise agree in writing, furnish in form and substance 
satisfactory to A.I.D., evidence that COAGRO is taking measures to 
restructure its organization in order to improve its financial 
management and general operations, to include revising its cost 
accounting system to establish cost/profit centers. 

g. Covenants 

The Cooperating Country shall covenant that, unless A.I.D. 
otherwise agrees in writing: 

(i) it will cause COAGRO to provide an adequate reserve for 
bad debts reflected in its 1985 financial statements and 
thereafter. 

- , ,  . - . 
Marshall D. Brown 

Acting Assistant Administrator 
Bureau for Latin America 

and the Caribbean 

rances: 
DR:DBJohnson YjJL' I date 
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I. SUMMARY AND RECOMMENDATIONS 

A. Recommendations 

uSAID/Panama recommends authorization of a $5.9 million loan and 
$2.3 million grant to the Government of Panama (GOP) to help strengthen and 
expand the country's agricultural cooperative movement. The loan will be 
incrementally funded as follows: FY 1984 $3.5 million; FY 1985 $1.0 million; 
and FY 1986 $1.4 million. The grant will also be incrementally funded as 
follows: FY 1984 $.6 million; FY 1985 $.8 million; and FY 1986 $.9 million. 
Loan terms include a ten year grace period, ten year repayment schedule, and 
an interest rate of 2 percent during the grace period and 3 percent thereafter 
on the outstanding disbursed balance. The loan and grant are to be fully 
disbursed within 60 months from the date of fulfillment of the conditions 
precedent to the first disbursement. 

B. Borrower and Executing Agencies 

The Borrower will be the Government of Panama (GOP). The Autonomous 
Institute of Panamanian Cooperatives (IPACOOP), the Federation of Agricultural 
Cooperatives (COAGRO), and the Agricultural Development Bank (BDA) will be the 
major implementing agencies with primary responsibility for project 
~oordination assigned to a Project Manager under the supervision and direction 
of the Director of IPACOOP. 

C. Summary Project Description 

Panama's agricultural cooperative movement today represents one of 
the most organized and effective channel for participation of small and medium 
farmers in the country's market economy. At present, the movement consists of 
approximately 30 primary cooperatives, 8-10 pre-cooperatives (1/) and 
approximately 8,000 affiliated farm members supported by a national level 
Federation of Agricultural Cooperatives (COAGRO). Two other national 
institutions directly associated with the agricultural cooperative movement 
are the Autonomous Institute of Panamanian Cooperatives (IPACOOP) and the 
Agricultural Development Bank (BDA). To date, cooperatives have primarily 
assisted their members through the supply of production inputs including 
credit, fertilizer, seed and farm implements. However, relatively few 
cooperatives have thus far become successfully involved in marketing their 
members' production for the following reasons: (1) lack of timely and accurate 
marketing information; (2) inadequate facilities for collection, packaging, 
storage and transport of farm production; (3) limited managerial, technical 
and financial expertise with which to design and implement sound marketing 
activities; and (4) inadequate credit to finance these marketing activities. 
These key constraints must be overcome if Panama's agricultural cooperative 
sector is to expand and develop the entrepreneurial expertise which will 

1 / - Pre-cooperatives are distinguished from cooperatives in that they have 
not yet been legally chartered. 



permit both a greater return of the market price to member producers, and 
increase the margin of profit to cooperatives from the sale of production 
inputs. 

The purpose of this project is to strengthen Panama's agricultural 
cooperative movement to better serve an expanded membership with a wider range 
of services, especially in the area of product marketing. This purpose will 
be accomplished largely through the coordinated efforts of IPACOOP, BDA, 
COAGRO and its member cooperatives supported by AID funded financial and 
technical assistance. The project will further develop their respective 
capacities to identify and carry out marketing services for producer members, 
to help secure financing from a Marketing Credit and Infrastructure Fund to be 
established in the BDA to provide marketing credit to producers through 
cooperatives, and to obtain appropriate facilities and equipment related to 
those marketing activities. Over the five year life of the project the 
managerial and financial management capabilities of COAGRO will be upgraded to 
effectively service an expanded cooperative marketing system. 

Strengthening the cooperative marketing system directly supports the 
broader GOP effort underway in Panama which is to pay closer attention and 
allocate more resources to the private sector. Following the 1968 revolution 
and until very recently the GOP relied heavily on the asentamientos 
(collective farms) to meet the basic food and fiber requirements of the 
country. In fact, the Ministry of Agricultural Development's (MIDA) efforts 
over the past 13 years have, to a large extent, been focussed on the 
asentamientos. Overall production by these units, however, has fallen 
considerably short of GOP expectations and increased food imports have been 
required to offset local production shortfalls in order to meet Panama's 
growing consumer demand. There are strong indications, not the least of which 
is its support for this project, that the GOP is prepared to reorient its 
thinking and devote a greater portion of its scarce financial resources to the 
private sector in order to increase local food production. 

Cooperatives were selected over other institutions or approaches (1) 
because they were determined to be a reasonably effective channel for reaching 
farmers in relatively large numbers; (2) because of the likely impact on the 
important marketing constraint now hindering both the cooperatives and 
Panama's agriculture sector overall; and (3) because of the potential offered 
to further strengthen the private cooperative movement. 

By the end of the project, it is expected that the number of 
producer members involved in marketing activities in agricultural cooperatives 
will have doubled, and that sound financial policies will be in effect at all 
levels of the participating agricultural cooperative system, including a 
tightening of financial procedures, an increase in member equity, and 
establishment of adequate depreciation and a bad debt reserves account. 
Further, a number of primary cooperatives will have consolidated their efforts 
as they extend assistance and services to smaller ones, and/or pooling 
arrangements are developed among cooperatives marketing similar agricultural 
products. 



D. Summary Project Strategy 

This project represents follow-on USAID assistance to the earlier 
Rural Cooperative Development loan completed in 1980. Based on the success of 
the previous project, especially in increasing cooperative membership and 
productivity of affiliated cooperative farmers through the provision of 
production credit and inputs, this project will address an equally important 
set of constraints to establishing an effective marketing system to 
accommodate expanded and diversified cooperative output. 

Panama's agricultural cooperative sub-sector is currently 
characterized by several relatively large, efficient and financially sound 
organizations, and many more smaller, less efficient ones. This project will 
capitalize on the strengths of the larger, more successful enterprises to 
facilitate a consolidation of assistance and services on a regional basis 
and/or along commodity lines. For example, a strong primary cooperative may 
operate through a series of outlets in a region, with all members directly 
affiliated to the one cooperative. In other areas a strong primary 
cooperative may take on a hybrid role of a secondary level cooperative, 
extending multiple services not only to its direct membership, but also to 
existing smaller cooperatives in surrounding areas. 

An additional variation will exist in certain marketing activities 
as pooling arrangements are developed which may integrate marketing of 
specific products of several cooperatives from different regions under the 
overall management of one key cooperative. The potential for developing this 
type of pooling arrangement can already be observed in the initiatives of a 
successful regional vegetable marketing cooperative in the western province of 
Chiriqui. This large cooperative is consolidating marketing activities with 
other cooperatives along the main transportation route extending from Chiriqui 
to the central market in Panama City. During implementation it is planned 
that some of the larger cooperatives will help to upgrade personnel in smaller 
neighboring cooperatives and to have these smaller operations become 
integrated into a larger network of services over a period of time. 

Under this project, IPACOOP, will have the role of upgrading 
administrative and financial management capabilities of participating primary 
cooperatives. IPACOOP's participation in the project will ensure that it's 
traditional role in cooperative promotion and assistance to new cooperatives 
is consistent with a consolidation strategy directed toward the primary 
cooperatives, and does not contribute to further proliferation of small, 
non-viable cooperatives. 

In order to further upgrade existing operations and facilitate plans 
for expansion along economically viable lines, however, the majority of these 
cooperatives will require additional management and marketing assistance 
beyond the existing capabilities of their national federation, COAGRO, the 
BDA, IPACOOP and other government agencies. This project provides that 
assistance through its institution building and credit components. The 
project promotes a reorientation of cooperatives as private enterprises whose 



long run viability and effectiveness are dependent upon sound financial 
policies and profitable operations. This commercial reorientation will 
replace GOP and, in some instances, private sector promotional strategies and 
development assistance which have fostered paternalism and heavy heavy 
subsidization. This reassertion of the true nature and role of agricultural 
cooperatives presumes that social goals may still be a by-product of 
efficiently operated, economically viable cooperative enterprises, but not 
represent the primary objective, as the cost is likely to be greater than the 
private sector cooperative movement can support. 



E. Summary Financial Plan 

AID loan and grant funds and host country counterpart contributions 
will be allocated as follows: 

Summary Financial Plan 
(US $000) 

COMPONENTS AID - - GOP CO-OPS TOTALS 
DL - DG - 

A. Institutional Development 

1. COAGRO and Affiliates 405 - 190 1,320 - 725 - 
a. Marketing Development 405 600 - 190 1,195 

Center 
b. Administrative 12 5 - - 125 

Restructuring 

2. IPACOOP 

a. Project Coordination 80 - 104 - 18 4 
Off ice 

b. Baseline Data and 100 - - - 100 
Evaluation 

c. Management Development 265 490 496 100 1,351 
Center 

b 
3. BDA - 

a. Cooperative Credit 50 2 85 2 50 - 585 
D e p t .  U p g r a d i n g  

B. Marketing Credit and 
Infrastructure Revolving 5,000 - 2,500 850 8,350 
Fund 

1. BDA - 
a. Infrastructure and 

Equipment 
b. Marketing Credit 3,000 - 1,250 400 4,650 

Working Capital 

C. Project ~ana~ement/Sup~ort - - 800 - - 800 

GRAND TOTALS 



F. Summary F i n d i n g s  

The P r o j e c t  Review Commit tee  h a s  r e v i e w e d  a l l  a s p e c t s  o f  t h e  p r o p o s e d  
A g r i c u l t u r a l  C o o p e r a t i v e  M a r k e t i n g  p r o j e c t  a n d  f i n d s  t h a t  i t  i s  f i n a n c i a l l y ,  
e c o n o m i c a l l y ,  t e c h n i c a l l y  a n d  s o c i a l l y  s o u n d ,  a n d  c o n s i s t e n t  w i t h  b o t h  t h e  
d e v e l o p m e n t  o b j e c t i v e s  o f  t h e  GOP a n d  t h o s e  o f  USAID/Panama a s  s e t  f o r t h  i n  
USAID/Panama's FY 1 9 8 4  CDSS. The P r o j e c t  Review Commit tee  h a s  f u r t h e r  
d e t e r m i n e d  t h a t  COAGRO, IPACOOP a n d  t h e  BDA a r e  i n s t i t u t i o n a l l y  c a p a b l e  o f  
a d m i n i s t e r i n g  t h e  p r o j e c t  i n  t h e  c o o r d i n a t e d  f a s h i o n  d i s c u s s e d  i n  t h e  P r o j e c t  
P a p e r  . 

P r o j e c t  Deve lopment  Commit tee  

F r a n k  Mil ler ,  ODR 
Ben S e v e r n ,  ODP 
J o h n  Champagne, AGR 
Tomas U g a r t e ,  AGR 
Thomas Wa l sh ,  CONT 

K a r e n  Peake  - LAC/DR 

CLUSA P r o j e c t  Review Commit tee  

J o h n  S a n d b a c h ,  Team L e a d e r  Rob in  Gomez, D i r e c t o r  
Gene O t t  J o h n  L o v a a s ,  Depu ty  D i r e c t o r  
Wes Weidemann D. G a l e  R o z e l l ,  C h i e f  - AGR 
A n t o n i o  R i c h a  Tom Cox, C h i e f  - ODP 

Mike H a c k e r ,  C h i e f  - ODR 
R i c h a r d  H a r g e r ,  C o n t r o l l e r  

ACDI - IPACOOP 

David  F l e d d e r  j o h n ,  Team L e a d e r  E u c l i d e s  T e j a d a ,  E x e c u t i v e  
W i l l i a m  Merr i l l ,  D i r e c t o r  
E a r l  Downing O s c a r  Monteza  
C e s a r  Amoren 
E d g a r d  B a l d i z a n  
D o u g l a s  N o r w e l l  

COAGRO 

R o d r i g o  M a r c i a c q ,  P r e s i d e n t  
O r l a n d o  De V i c e n t e  



11. BACKGROUND 

A. Panama's Agricultural Sector 

Agriculture's contribution to Panama's economy is more important 
than its current share of GNP indicates. Although the agricultural sector 
accounts for less than one-fifth of GNP it employs nearly 27 percent of the 
labor force and generates about one-half of all merchandise exports. Many of 
the country's most important industries depend directly on the processing and 
marketing of farm products. 

During the 1960's total agricultural output increased at an annual 
rate of almost 5 percent per annum. The major source of this growth was 
export crops, particularly bananas. Production for domestic consumption grew 
at about half the total rate or about 2.5 percent per annum. This sluggish 
supply growth, combined with increased domestic demand, resulting from rapid 
population growth and an expanding urban sector, was partly responsible for 
increases in both food prices and food imports. 

Output growth for both export crops and crops for domestic 
consumption declined during the 1970's. This was largely due to a reduction 
in banana exports; government policies which discouraged private investment in 
the agricultural sector and channelled substantial government resources for 
credit, technical assistance, and other services to state supported farming 
communities like the asentamientos, agrarian reform units etc.; low 
international prices for several major export products; and unfavorable 
climatic conditions. 

As a result of the low agricultural growth and a decline in per 
capita farm incomes during the 1970's the rate of rural to urban migration 
increased. Overall population in the agricultural sector also declined from 
37 percent to 29 percent of total population between 1970 and 1980. This 
r e s u l t e d  In a d e c l i n e  In the  abso lute  number of persons employed i n  
agriculture as well as contributed to an increase in urban unemployment and 
underemployment. Improvements in rural incomes and economic conditions 
generally will have to take place if the rate of rural to urban migration is 
to be reduced. 

Despite a sluggish agricultural sector, Panama has maintained an 
overall positive balance of agricultural trade over recent decades on the 
basis of its exports of sugar, bananas, coffee and cacao. Sugar exports 
increased substantially in the late 1970's due to the expansion of processing 
capacity stimulated by the high international sugar prices in the early 
1970's. Current depressed prices for sugar worldwide have caused a cutback in 
Panama's exports. 

Panama's principal food imports are fruits and vegtables (23%), 
cereal products (22%), fats and oils (14%), milk products (12%) and meat 
products (12%). Nearly 69 percent of the food imports are processed foods 
such as canned meats and powdered milk. Of the remaining 31 percent with 



little or no processing the most important are wheat, corn, beans, onions, and 
non-tropical fruits such as apples, grapes and pears. The import substitution 
potential for many of these food products is limited. Many are products which 
Panama cannot produce economically or are highly processed with very narrow 
domestic markets. The products for which some local substitution is possible 
are meat and dairy products, onions, beans, corn and oils. 

The bulk of the sugar and banana exports is produced on large farms 
owned and operated by the Government of Panama or by private companies. These 
plantation-type farms provide significant employment for both small farmers 
and landless farm workers. Small and medium scale farmers could play an 
important role in increasing exports of coffee and cacao, increasing 
production of import substitution items such as meat and dairy products, 
vegetables, beans and corn, and meeting specialized local demands for items 
such as oriental vegetables. 

Small farmer productivity in Panama traditionally has been low. 
Relatively poor soils, the lack of improved technology and mechanisms to 
dissemiate improved technology and practices, and inadequate market 
opportunities all have contributed to the problem. Up to recent years, the 
Ministry of Agricultural Development (MIDA) has not given adequate attention 
to individual small and medium producers, but rather concentrated on 
asentamientos and other such groups. However, with the emphasis being placed 
on research, the development of a new extension service and new availabilities 
of agricultural credit, we see the potential for significant improvements in 
small and medium farm productivity. Assistance to the cooperative movement 
will strengthen efforts to reach small and medium farmers. More specifically, 
assistance for cooperative marketing enterprises will give small and medium 
commercial producers new and more secure outlets for increased production. 

Current Agricultural Price Policy 

Since the early 19701s, price policy in the agricultural sector has 
centered on basic grains, livestock and milk both at the producer and retailer 
level. Fruits and vegetables have not been included. Under the current price 
system for basic grains, MIDA officials establish a "reasonable" price that 
the producers should receive for a particular product. The Office of Price 
Regulation then determines "reasonable" profits for middlemen and arrives at a 
,. . just" price for the consumer. 

The "reasonable" grain price established by MIDA is based on costs 
of production experienced by medium and small farmers. These costs are 
generally higher than those incurred by larger, more efficient farmers. The 
decision to use the higher cost figures flows from the GOP's dual desire to 
help middle and small scale farmers increase their agricultural income, and 
simultaneously to reduce dependence on imports by increasing domestic 
production and consumption of basic foodstuffs in the average Panamanian 
diet. Such a strategy, while it tends to stimulate production, obviously 
guaranties excess profits for the more efficient, usually larger farmers, and 
assures that the urban consumer subsidizes the agricultural sector by 



establishing prices which are higher than world market prices. During the 
mid-late 1970's, those farmers using fertilizers and pesticides - generally 
the larger, more efficient farmers earning excess profits as a result of the 
pricing policy - suffered through a classical cost/price squeeze as the GOP 
held the line on final product prices, ostensibly in order to soften the blow 
of the recession affecting the country at that time. Smaller farmers who were 
not using imported inputs were not affected. 

Price policy in the agricultural sector appears to have had a 
positive impact on production of basic foodstuff since the early 1970s. There 
has been, however, a negative impact on livestock and milk production. In 
these two product areas, price policy has been the reverse of that for grains 
- maintaining domestic prices below world market prices and insisting that 
domestic demand be met at the lower price before the surplus could be exported. 

While the existing price policy has had a tendency to foster rather 
than thwart production, when relative prices reach a certain differential and 
farm land can support more than one type of product, undesirable results can 
occur, whereby farmers produce more of one product and less of another than 
comparative advantage tenets would normally dictate. For example, under the 
current pricing policy regime, the price of rice which, as of late 1983, was 
way above the world market price, has risen so much relative to that of 
livestock -- the one Panamanian agricultural product which can compete on the 
world market -- that some ranchers are converting their grazing land into rice 
fields. 

In other words, while price pol.icy as practiced by the GOP probably 
has stimulated production, it may have led to misallocation of some 
agricultural land resources. Recently, there has been evidence that the GOP 
wants to move toward a free market system, with government intervention 
limited to a stabilization program whose sole function is to eliminate peaks 
and troughs resulting from the normal fluctuation of those elements which 
affect the agricultural sector. 

Current agricultural price policies will not have any significant 
impact on the project because most of the products handled by participating 
coops are commodities not subject to GOP price controls. Only those marketing 
activities connected with corn, sorghum and onion will involve price- 
controlled products, and current support prices for these crops are highly 
favorable to the producer. Discussions with economic policy makers in the 
Ministry of Planning indicate that the GOB is seriously considering moving 
towards a free market system. If this occurs, corn and sorghum producers will 
be given ample warning of pending price policy changes so that an orderly 
switch to other crops can occur, if the price change so dictates. 

If the GOP eliminates restrictions on onion imports and accepts the 
world market price, a potential structural loss could result from planned coop 
investments in the installation of an onion dryer. We believe, however, that 
before such a move will occur, the GOP Institute for Applied Research (IDIAP), 
together with technical assistance being made available through the AID 



Technology Transfer project and other doncr loans, will produce a variety 
which can compete with imports. Failing that, we believe the dryer will be 
adaptable to other crops. 

C. Evolution of Panama's Agricultural Cooperative Sector 

The Role of Cooperatives in Agriculture 

The legal framework for Panama's cooperative movement was 
established in the National Constitution of 1946. In 1963, the new Agrarian 
Code encouraged the organization of agricultural cooperatives to serve as the 
institutional framework for channeling credit and other input services to 
small producers. Initially, the cooperative movement developed slowly. 
During the 19501s, there were only seven credit unions, one agricultural 
cooperative and one consumer cooperative. During the 1960's cooperative 
development began a period of steady growth. The number of registered 
cooperatives grew from nine in 1956 to 168 in 1968 and membership grew from 
1,500 to 20,000. With assistance from several AID loans starting in 1969, 
membership in cooperatives grew substantially from 20,000 in 1968 to 40,000 in 
1972 and 74,000 in 1982. 

Within the overall cooperative movement, agricultural 
cooperatives have a total membership of approximately 11,000 farmers. The 
majority of these cooperatives belong to one of two national federations, the 
National Federation of Agricultural Cooperatives (COAGRO) or the National 
Federation of Credit Cooperatives (FEDPA) 2/. COAGRO and FEDPA currently 
have a farmer membership of 8,000 and 3,000, respectively. In addition, there 
are 30 or so independent farmer associations and pre-cooperatives with a 
combined membership of 3,000. Cooperatives make up about 12 percent of the 
country's total farmer population, estimated at 92,000, and constitute 21 
percent of the 52,000 or so small-medium producers which represent the 
principal target group under USAID/Panamals current agriculture assistance 
strategy. In 1981, cooperative farmers' production was valued at $81.6 
million or 18.2 percent of the agricultural sector GNP. Today, the 
agricultural cooperative movement represents a dynamic and growing force which 
is having an increasing impact on the agriculture sector as a whole. 

2. Panamanian Institutions Working with Agricultural Cooperatives 

There are three major national institutions, two governmental 
and one private, that provide direct assistance to Panamanian agricultural 
cooperatives and their members. These institutions are: 

21 COAGRO serves as a source of production inputs particularly fertilizer, - 
agrochemicals and animal feed and, on a more limited basis, also provides 
marketing assistance. FEDPA serves, principally, as a credit union and 
provides supervised credit to an agricultural membership of less than ten 
percent of the Federation's 35,115 members. 



a. The Autonomous Institute of Panamanian Cooperatives (IPACOOP) 

The GOP first gave serious attention to cooperatives in the 
early 1960's with legislation which provided for the establishment of the 
National Department of Cooperatives (DENACOOP), within the Ministry of 
Agricultural Development (MIDA), to provide assistance to agricultural 
cooperatives. In its early years, DENACOOP was a small operation consisting 
of some 12 employees. In the 1970'8, largely with AID assistance, DENACOOP 
was upgraded in importance and staff so that by 1980 DENACOOP had organized 
three regional offices and assumed expanded responsibilities which were 
carried out by newly created Departments for Auditing, Statistics and 
Evaluation and Education. Also during this growth period, a Special Projects 
office (PRODECOOP) was established within MIDA to coordinate and monitor the 
implementation of activities under the AID Cooperative Development Loan 
(525-T-041), for which DENACOOP was primarily responsible. 

By 1979, under the guidance of a new, dynamic director of 
PRODECOOP, the Special Projects Office was supplying major services and 
technical assistance to agricultural cooperatives. In July 1980, under the 
leadership of this same director, the Autonomous Institute of Panamanian 
Cooperatives (IPACOOP) was created. This independent cooperative agency 
assumed the responsibilities of DENACOOP, which was dissolved soon thereafter. 

The leaders of the cooperative movement lobbied hard for an 
independent institution that did not depend on MIDA for budget support or 
policy assistance. IPACOOP's policies and general operations are now 
monitored by a Board of Directors composed of four GOP and three private 
sector cooperative representatives. While MIDA does provide modest technical 
(extension) support to cooperatives, the private sector plays the strongest 
role in terms of the policy guidance and overall direction it gives to the 
movement. 

The principal activities now being carried out by IPACOOP 
are as follows: 

(1) Public relations: The Institute plays a major role in 
representing cooperatives' general interests. 

(2 Organization: The Institute provides organizational 
assistance to pre-cooperatives during their start-up 
period. 

(3) Legal assistance and registry: Charters and other 
matters related to legal registration of cooperatives 
are handled by IPACOOP. It also maintains a registry 
of all cooperatives and assists in the development of 
cooperative legislation. 

(4) Accountin&: IPACOOP has developed various accounting 
systems for different types of cooperatives. It 



assists in the installation of these systems and in 
the training of cooperative bookkeepers. 

(5) Promotion: IPACOOP maintains a staff specializing in 
promotion of the cooperative movement. 

(6) Technical assistance: As developed under AID'S 041 
loan, the Institute provides some technical assistance 
in the preparation of cooperative loan applications for 
submission to the BDA and other financial 
institutions. The Institute also makes arrangements 
with MIDA to obtain extension agents to assist 
cooperatives in production planning and agricultural 
credit supervision. 

(7) Auditing: IPACOOP also provides auditing services for 
those cooperatives which are unable to finance external 
audits. 

b. The Federation of Agricultural Cooperatives (COAGRO) 

In 1969, the Federation of Agricultural Cooperatives 
(COAGRO) was organized to vertically link individual cooperative members to 
services and activities beyond the capacity of their local organizations. 
COAGRO began operations in 1971, serving eight cooperative affiliates and 
2,762 individual farmers with imported wholesale-priced fertilizer, other 
production inputs, and related technical assistance. During the following 
twelve years the Federation expanded its operations by adding affiliates and 
undertaking direct sales of production inputs through a system of seven 
regional warehouses. In 1975, COAGRO leased a feed mill from MIDA under a 
lease-purchase agreement. Title to this facility has now been transferred to 
COAGRO. In 1980, COAGRO constructed a fertilizer blending plant with a 
capacity to produce over half of Panama's fertilizer requirements. Currently, 
COAGRO is providing fertilizers, feed, pesticides and veterinary supplies 
through 30 cooperative affiliates, representing over 8,000 member farmers 
located in the principal agricultural regions of the country. In addition, 
growth in sales outside of its system of affiliates has grown in recent years 
as COAGRO has become a major supplier of agricultural inputs to the 
asentamientos and large private sector enterprises and individuals. Through 
aggressive sales practices COAGRO's annual sales reached $11,752,000 in 1981. 
Of this total, about 20 percent was sold to COAGRO's affiliates, 33 percent to 
GOP programs and the remainder to private sector agricultural enterprises and 
individual producers. 

c. Agricultural Development Bank (BDA) 

The Agricultural Development Bank (BDA) was created by the 
GOP in 1973 to finance the agricultural credit programs established by MIDA. 
It is the major source of agricultural credit to the Panamanian small and 
medium farmer. Prior to AID'S Rural Cooperative Development Loan (525-T-041), 



signed in 1974, the BDA did not have a lending program specifically to support 
cooperatives. Lending was done to individual and group borrowers, but the 
latter consisted predominantly of asentamientos. 

With AID assistance, this situation has changed con- 
siderably. A special window now exists in BDA for lending to cooperatives. A 
revolving credit fund was established and represents ten percent of the BDA1s 
outstanding loan portfolio (totalling about $72.0 million in 1981) and 32 
percent of its entire lending to group borrowers. Formerly a section of the 
Group Loans Division within the BDA, the Cooperative Credit Program has been 
elevated to the status of a separate Department. 

Previous AID Assistance to Cooperatives in Panama 

AID assistance to Panama's cooperative sector began in 1964 with 
modest grant funding for technical assistance, equipment and credit. It was 
not until the late 1960es, however, that major AID resources were provided to 
support the expansion of cooperatives in Panama. These resources were 
channelled through the following loans: 

a) AID Loan 525-L-034 

In 1969, AID and the GOP signed Loan 034 (Small Farmer 
Improvement) which included a credit component of $400,000 for the then newly 
organized COAGRO and its eight affiliated cooperatives. Loan 034 was 
successful in expanding COAGRO's input distribution and marketing system, and 
in increasing production among its affiliated producers. 

AID Loan 525-T-037 

Loan 037 (Federation of Credit Unions) was signed in 1971 
and provided a $1.9 million line of credit to the National Federation of 
Credit Cooperatives (FEDPA) and its 75 affiliated credit unions. The loan was 
disbursed entirely within two years, with agricultural recipients accounting 
for approximately 25 percent of the sub-loans. Over the life of the project 
FEDPA membership grew from 12,000 to nearly 19,000 while savings of rural 
members (including agricultural and non-agricultural groups) rose to $2.1 
million. 

c) AID Loan 525-T-041 

In 1974, Loan 041 (Rural Cooperative Development) was signed 
for $8.1 million of which $6.75 million was used to capitalize a revolving 
fund in the BDA to provide sub-loans to rural producers and cooperatives 
affiliated with the three major cooperative federations, FEDPA, COAGRO and 
FECOPAN. The remaining $1.35 million was earmarked for institutional 
development, intended mainly to strengthen (i) COAGRO's input marketing and 
distribution system; (ii) FEDPA's agricultural production credit and small 
rural enterprise development programs; (fii) FECOPAN's ability to provide 
consumer goods to its affiliates at wholesale prices; and (iv) within MIDA, 



DENACOOP1s ability to provide cooperatives with needed support services such 
as agricultural technical assistance and management training. 

Loan 041 was evaluated as "a highly successful development 
undertaking". 21 The following are some of Loan 041's more noteworthy 
accomplishments based on a survey of 24 of the 46 participating cooperatives 
and of the implementing agencies: 

- A majority of participating farmers were able to raise 
production by 50 percent or more, and 30 percent moved 
into more sophisticated and profitable field crop 
production. 

Although a lack of baseline data precludes a conclusive 
estimate of growth in farmer income, crop and livestock 
summaries suggest that Loan 041 enabled hundreds of rural 
households to secure increased yield and income 
opportunities which otherwise would have been unavailable 
to them. In high value crops such as potatoes, onions 
and tomatoes, net income per hectare ranged from $1,200 
to $2,200, an achievement partially explained by the 
availability of credit made possible under the Loan. 

- Availability of credit enabled many small producers to 
undertake profitable livestock operations (principally 
cattle and swine) which generated new income of between 
27 and 61 cents for every dollar invested. Very few 
deficit operations in livestock were observed. 

- Membership in agricultural cooperatives increased by 76 
percent, with the greatest increase among small producers. 

- Between 1976 and 1980 the total assets of cooperatives 
increased by 119 percent, member savings by 96 percent, 
net profits by 81 percent and patronage refunds by 35 
percent. 

- Total loan disbursements to cooperatives from the 
revolving loan fund reached $11.7 million by the end of 
the project, indicating some $4.5 million in lending from 
ref lows. 

- The BDA estimated a total delinquency rate of less than 
three percent of loan repayments by recipient 
agricultural cooperatives under the project. 

31 Impact Evaluation of Panama's Rural Cooperative Development Loan - 
(525-T-041), prepared under AID Contract 525-0187-C-00-10006, dated June 
1981, by Rural Services of New York, N.Y. 



Larsely due to the above successes, substantial progress has 
been made by Panama's agricultural cooperatives. In recent years, they have 
demonstrated the capacity, unique in Panama, to effectively reach small 
farmers with inputs, credit and technical assistance. 

Their effectiveness is amply demonstrated by the increase in 
small farmers now involved in the market economy. In contrast to the 1970 
Agricultural Census that reported only one tenth of Panama's farms sold over 
$500 of produce on the market annually, virtually all of the small farm 
respondents to the 041 Evaluation sample survey reported substantial use of 
fertilizers, pesticides and improved seed with corresponding increases in 
product sales. The net result of involvement in the market economy has been 
increased production and income for many small farmers who had been 
subsistence farmers with little or no income from the sale of their crops. 

Current Status and Principal Constraints of Agricultural Cooperatives 

Statistical indicators and studies have demonstrated impressive 
progress by agricultural cooperatives overall in recent years. However, given 
the varied origins, product emphases, geographic settings and sociological 
characteristics of Panama's farm population, the country's agricultural 
cooperatives represent a diverse group of local organizations at different 
stages of development. 

Of the 30 COAGRO cooperatives, eleven are well established and have 
the potential to expand their services into the area of marketing. However, 
they have reached a plateau in their growth and service capability and will 
progress very slowly until they gain access to additional financing and 
technical assistance. Three of these eleven have already started limited 
marketing operations which have had some success. Moreover, these 
cooperatives have expanded into provision of services such as bookkeeping, 
accounting, and administration in order to assist smaller, less developed 
cooperatives in their regions. These cooperatives have also taken the first 
steps towards integration and consolidation within the cooperative movement, 
whereby stronger cooperatives provide expanded services to smaller, weaker 
ones. One result of this long-term proeess will likely be cooperative mergers 
along regional and/or commodity lines. 

Of the remaining 19 cooperatives, four are large supply operations 
for highly specialized dairy and cattle producers. Another nine are small 
volume operations that may have to enter into pooling arrangements with larger 
cooperatives in order to advance into marketing activities, Another 
cooperative is in receivership and two more are inactive, Another two 
cooperatives provide input supplies and some production credit to members who 
produce industrial tomatoes on contract with Nestle, and onions which are 
marketed almost exclusively with the GOP Institute of Agriculture Marketing 
( I M A ) .  These two cooperatives were assessed as having weak management and 
financial systems, and need assistance in these areas, With corrective 
measures in the management and financial areas, plus changes in the nature of 
production from industrial to table tomatoes in the case of one coop, and 



improved varieties of onions in the case of the other, these two cooperatives 
should be able to participate in marketing activities within three or four 
years. The last of the thirty cooperative's is a highly specialized 
plantation and processing facility for African palm oil, with financing 
requirements beyond the scope of current BDA funding. 

At the federation level, COAGRO has become the key private sector 
institution within the agricultural cooperative movement. Its 8,000 farmer 
members represent 9 percent of the country's farmers and 15 percent of 
Panama's small and medium size farmers. Also, COAGRO and its affiliates do 
business with individual nonlnembers and nonlnember cooperatives. Its 
fertilizer sales in 1981 represented 67 percent of all fertilizer sold in 
Panama, excluding that applied to bananas and sugar cane. Thus, the actual 
number of farmers served by COAGRO and its affiliates is far larger than the 9 
percent of the country's farmers who are members. At present, a large number 
of farmers, who live within the service area of COAGRO or its affiliates, are 
doing business with a cooperative. However, if the COAGRO cooperatives are 
able to offer significantly improved services as a result of this project, 
many new farmers in the service areas should be attracted to join the COAGRO 
system. 

In addition to its input supply services, COAGRO has also been 
effective in representing the agricultural cooperative movement in issues 
relating to broader Panamanian agricultural development. Furthermore, it has 
entered into purchasing agreements with member cooperatives to purchase grain 
for producing animal feed which is then sold to other member cooperatives who 
produce poultry and hogs. Due to the above-cited existing service coverage of 
the farm population and because of the potential for expanded participation, 
further assistance efforts to develop the potential of the cooperatives sector 
should be channeled through this federation as well as directly to COAGRO to 
improve its capabilities to provide services to its affiliates and their 
members. This project addresses several major constraints to further 
development within the agricultural cooperative movement, at both the primary 
cooperative and federation level. 

1. Lack of Secure Marketing Outlets for Products 

The most difficult and risky undertaking for agricultural 
cooperatives is marketing member production. To date, few Panamanian 
cooperatives have been successful in expanding their operations into direct 
product marketing. Past AID and other donor assistance has been focussed 
mainly on increasing production, credit and membership expansion. The 
expanded production resulting from this assistance, as well as from IDB and 
AID financed rural road projects, is placing large demands on inadequate 
government (e.g., IMA) and ad hoc private marketing services that now exist. 

Discussions with agricultural cooperative leaders indicate that 
future cooperative growth will be constrained unless a marketing service 
infrastructure is developed to more effectively handle coop production. 
Improved marketing operations should enable the cooperative movement to 



capture a larger share of the margin between prices paid to producers for 
their output and charged to consumers which, in turn, will benefit member 
producers. Therefore, rational Strategy for raising small farmer incomes must 
take into account the marketing constraints and incentives. 

A significant number of GOP officials also believe that private 
sector cooperatives have proven more efficient in providing marketing services 
than have state agencies, particularly in the areas of vegetable marketing. 
USAID supports this assessment given IMA's spotty performance and the 
promising progress made to date by the few private cooperatives which have 
expanded into marketing. Securing markets for cooperative production requires 
that the following deficiencies be corrected: 

- insufficient and often inaccurate market information; 
- limited marketing credit; 
- limited marketing skills; 
- inadequate facilities for the collection, packing, storage, 

and transport of agricultural production; and - nonexistent or limited grading standards. 

These weaknesses in the marketing system have led to production 
losses and waste which have had a negative impact on cooperative and producer 
incomes, agricultural prices and consumer acceptance. This project will 
directly respond to these constraints through the following activities: (1) 
performing feasibility studies of potential marketing opportunities; (2) 
developing pertinent marketing information directly related to sub-projects to 
be financed under this loan; (3) financing of infrastructure and working 
capital needs required by cooperatives to expand into marketing activities; 
and (4) providing technical assistance to improve administrative and financial 
management capabilities of participating cooperatives. 

2. Weak Financial and Managerial Skills at the Cooperative Level 

While a number of cooperatives have capable leadership with 
experience in serving producer members, many others lack the managerial and 
the other business skills necessary to expand cooperative services into the 
relatively high risk area of marketing. Cooperative accounting systems are 
frequently deficient and financial analyses are seldom incorporated into the 
rnanagement/decision-making process. Dep~rtmental budget and operating 
statements are not used for the control of "profit centers." Personnel 
systems are rudimentary; long-term planning is generally absent; and 
evaluation systems are lacking. Generally speaking, inventory controls are 
satisfactory but procedures for controlltng supply credit are inadequate. As 
cooperatives expand in terms of the volutne and complexity of their operations, 
the lack of sound business management skills and practices could well become 
crippling. 

These bottlenecks will be addressed by providing the critical 
technical assistance and training required to put these enterprises on a path 
of growth and profitability without sacrificing the essential characteristics 



of member participation and service motivation which make cooperatives unique 
institutions here and elsewhere. 

Weak Financial Position at the Federation (COAGRO) Level 

A study of the National Federation of Agricultural Cooperatives 
(COAGRO) revealed that the organization's current financial status is in a 
tenuous position. COAGRO's history of operations also revealed inadequate 
policy guidance and action in such critical areas as sales expansion, 
participation in competitive bidding for importation of commodities, pricing 
policies, expansion of credit and adoption of a "profit center" approach to 
overall operations similar to that applied to its fertilizer plant and feed 
mill. 

Burdened with high inventories and financed by commercial credit 
obtained at high interest rates, COAGRO must increasingly sell to non-members 
simply to meet its accounts payable. This situation is compounded by the 
sporadic repayment performance of its affiliates and inadequate growth in 
member equity. At present, COAGRO is over-indebted to outside creditors and, 
in the absence of adequate medium to long-term credit, is largely dependent on 
short-term, high interest loans and lines of credit which claim a larger share 
of COAGRO's operating expense budget. 

COAGRO requires refinancing of its external debt and improved 
mobilization of member equity. Unless the latter measure is vigorously 
pursued, debt restructuring will provide only temporary relief. The GOP, can 
provide some relief to the Federation through prompt settlement of an 
outstanding debt of approximately $1.0 million to COAGRO and refinancing 
assistance through the BDA. Under this project, technical assistance will be 
provided and tight controls established to assist COAGRO in reorienting itself 
toward sound business practices, capital formation and gradual expansion of 
services to affiliates over the long term. A sense of urgency for this 
reorientation and assistance is shared by COAGRO's Board of Directors, senior 
management and GOP officials, and is reflected in recent changes which have 
taken place within the organization. Partially as a result of diagnostic 
studies of COAGRO conducted during the earlier intensive review of this 
project, the Federation has adopted some tough measures to improve its 
financial position. These include major personnel shifts and reductions, 
formulation and approval of a reorganization plan, redefinition of credit 
policies, elimination of its Cooperative Education Department, and planned 
expansion of COAGRO's computer programming capacity to manage the Federation's 
accounts receivable and inventories (See Annex 11, Exhibit H for details on 
recent improvements within COAGRO). 

4. Marketing Credit 

At present, COAGRO and its affiliates are extremely short of 
both investment credit to fund marketing facilities and working capital for 
marketing operations. Given the anticipated expansion into marketing services 
over the next five years, this credit shortage is expected to become even more 



acute. Furthermore, while many of the marketing activities identified for 
individual cooperatives will require fairly small amounts of investment, most 
would involve high risks for commercial banks. While BDA has made a few loans 
for marketing proposals, it lacks the funds to significantly expand its 
financing of marketing activities. 

This project directly responds to these constraints through the 
establishment of a revolving Marketing Credit and Infrastructure Fund within 
the BDA. The Fund will be initially capitalized with $ 5  million in AID 
resources and $ 2.5 million in GOP counterpart. This project will also 
finance technical assistance for BDA's national and regional level staffs to 
improve their capability to administer this Fund, and analyze and supervise 
cooperative loan requests for marketing activities. 

E. Relationship of Project to USAID Program Objectives 

1. Relationship to FY 1985 CDSS Update 

This project directly complements USAID/Panamats agricultural 
program strategy as presented in the FY 1.985 CDSS Update. As stated, the 
agriculture strategy is to help change perceptions and policies and to help 
promote a commercially efficient agriculture responsive to market forces. 
More specifically, the AID strategy will focus on promoting non-traditional 
and other products which Panama can grow economically and on expanding the 
agro-industrial base of the country. The principal target group of USAID's 
efforts in agriculture is the private sector which includes the cooperative 
movement as the best organized and dynamic force among small and medium scale 
farmers. This focus signifies a growing recognition and conscious acceptance 
not only by AID but by the GOP of the vital role played by the private sector 
in Panama's development process. 

As stated earlier, the GOP has, over the last decade or so, 
mainly directed its energies toward development and support of asentamientos 
and similar groups. Today, this program is still heavily subsidized 
(absorbing the major portion of MIDA's annual operational budget) but 
represents only about four percent of the farming population. Therefore, not 
only does this project directly complement USAID's CDSS strategy in terms of 
purpose and target group orientation, hut its presentation at this time is 
appropriate in light of renewed GOP interest in seeking private sector 
alternatives to the unsuccessful asentamientos strategy. 

2. Relationship to Other USAID Projects 

Current in the early stages of implementation in the District of 
Sons, Veraguas Province, the $9.7 million Integrated Rural Development project 
(Loan 525-T-046) offers a potential locus for establishment of a regional 
agricultural services cooperative during the life of the project. As farmers 
in this area find it more feasible and beneficial to undertake small-scale 
commercial production they may seek services and farm supplies from private 
firms or establish a cooperative to provide such inputs. This is similar to 



the pattern of development observed in the history of the highly successful 
cooperative, "Juan XXIII", which serves the Santiago area of Veraguas and is 
one of COAGRO's largest affiliates. 

This project will also be complemented by the activities 
currently being funded under the Grains and Perishables Marketing project 
(525-T-042) which is providing $6.2 million to IMA for the construction of 
three grain storage facilities in three of the country's major production 
areas, and for technical assistance to strengthen IMA's marketing and 
management capabilities. Panama's agricultural cooperatives will benefit from 
this project to the extent that they find it advantageous to market their 
output through IMA channels or can negotiate with IMA to rent storage space in 
newly constructed silos for their own marketing activities. However, due to 
IMA's scarce financial resources and serious cash flow problems, farmers are 
being paid late (up to 3-6 months after delivery), thus cooperatives are 
anxious to expand their operations to develop their own marketing system as an 
alternative to what is widely regarded as an unresponsive public sector 
network. An improved cooperative marketing system would also enable 
participating cooperatives to capture a larger share of the profit margin 
currently gained by IMA and other marketing middlemen. The $10 million Rural 
Growth and Service Centers project (525-T-047) is supporting the development 
of agri-business operations, transport terminals and other facilities in three 
secondary towns in Panama to strengthen their role as linkages between farmers 
and major markets; and the $10 million Rural Access Roads project (525-T-048) 
will create a network of all-weather farm-to-market roads and an institutional 
capacity within the Ministry of Public Works to relate future road building 
programs to production marketing and related economic needs. 

Finally, coordination with lending activities to agricultural 
cooperatives through the reflows from the Revolving Credit Fund established in 
the BDA under the Rural Cooperative Development project (525-T-041) will be 
developed . Further use of the 041 reflows for working capital loans to 
finance cooperatives' supply purchases from COAGRO on a cash rather than a 
credit basis will free up COAGRO's own working capital and allow it to expand 
its operations. As discussed in Section 11-C, "Previous AID Assistance to 
Cooperatives in Panama", the experience gained under Loan 041 has provided a 
number of valuable lessons learned which were incorporated into the design of 
this follow-on cooperative marketing effort. 

F. Other Donor Assistance to Agricultural Cooperative Development 

1. Inter-American Development Bank (IDB) 

In December 1981, the Inter-American Development Bank (IDB) 
signed a $29.5 million loan with the GOP for the provision of agricultural 
production credit to small and medium farmers, to be channelled through the 
BDA. The project seeks to benefit some 5,000 small and medium size coop and 
livestock producers. Special attention will be given to the cultivation of 
new crops such as fruits and vegetables to help diversify production, as well 
as modernization of production methods for traditional crops such as rice, 



sorghum, beans and livestock operations such as dairy and beef cattle. The 
increased output resulting from this large production credit program should 
help create expanded demand for improved marketing facilities in the private 
sector. The proposed cooperative marketing project will provide improved 
marketing services and facilities at a propitious time in support of the IDB 
project . 

In addition, the IDB has finalized a direct loan of $500,000 to 
COAGRO to upgrade and expand its facilities and operations at the Midarina 
feed mill. It is anticipated that working capital beyond the $350,000 
programmed will be needed during the life of this project to increase 
inventories and to allow the plant to operate at full capacity. 

2. The Interamerican Foundation IAF 

The Interamerican Foundation IAF is currently supporting a 
three-year program for the development of accounting systems, training of 
accountants and installation of standardized documentation of accounting data 
for computer processing at the cooperative level. This is being done solely 
with COAGRO affiliates to provide them access to the computer installed at the 
Federation's main office. This assistance is ao,ed at improving the 
accounting capability of affiliates, providing more timely reports for 
managerial and director decisions and complementing, on a selective basis, 
IPACOOP's activities to improve the accounting practices of cooperatives. 

3. Volunteer Development Corps (VDC) 

The Volunteer Development Corps (VDC) has provided specialized 
technical assistance to cooperatives in Panama for several years. Drawing 
from a pool of experienced volunteers from the U.S. cooperative movement, VDC 
has helped COAGRO evaluate and redesign its management and organizational 
structure, and made recommendations for improving cost-accounting procedures 
by production centers (such as the fertilizer plant, feed mill and regional 
sales operations) and for revising sales policies. These recommendations are 
currently being reviewed by COAGRO's Board of Directors. Most recently, VDC 
provided technical assistance to the Harticola cooperative in Boquete and 
their recently established Panama City packing and cold-storage operations. 

TE CHNOSE RVE 

TECHNOSERVE, a U.S.-based Private Voluntary Organization supported 
by an AID centrally-funded grant, has entered into an agreement with two of 
the largest cooperatives, Juan XXIII and Horticola, to provide short-term 
technical assistance in the areas of business management and marketing. Based 
on the success of this initial assistance, additional agreements may be 
developed with these and other COAGRO member cooperatives. 



111. DETAILED PROJECT DE SCRIPTION 

A. Project Goal and Purpose 

The goal of this project is to increase the income and productivity 
of Panama's small and medium farmers. The project purpose is to strengthen 
Panama's agricultural cooperative movement to better serve an expanded 
membership with a wider range of services, especially product marketing. 

End of Project Status 

By the end of the project, the following conditions should exist 
indicating that the project purpose has been achieved; 

1. a strengthened and expanded cooperative marketing system 
enabling producer members to more fully profit from the sale of their output; 

2. a doubling of the number of active producer members of 
agricultural cooperatives participating in marketing credit activities under 
this project; 

3 .  a full line of marketing services available to participating 
cooperatives and their members on a timely basis; 

4 .  a doubling of member equity capital both in those agricultural 
cooperatives participating in project supported marketing activities and in 
COAGRO, with an established plan for continuing growth of member equity in 
each; 

5. reorganization and redirection of COAGRO into a solid, 
profitable cooperative wholesale supply and marketing organization; 

6 .  institutionalized capability within COAGRO to provide marketing 
development assistance to its affiliates including the identification and 
analysis of potential marketing opportunities; 

7. existence of stronger individual agricultural cooperatives with 
improved internal financial management and administrative capabilities; 

8. institutionalized capability within IPACOOP to provide business 
and management skills training to primary cooperatives and COAGRO; and 

9. improved capability within the BDA to review and process loan 
applications for cooperative marketing subprojects in a timely fashion, and to 
supervise these loans to ensure properly disbursement of funds. 

C. Project Rationale and Strategy 

The rationale for this project, as for the previous Rural 
Cooperative Development project, is to develop and strengthen a mechanism 



through which small and medium farmers can more fully participate in Panama's 
agricultural economy. Both the GOP and USAID/PANAMA have identified the rural 
cooperative movement as the most appropriate organizational mechanism through 
which to achieve this objective. During the design of the earlier Loan 041, 
the lack of production credit was identi.fied as a major constraint to small 
farmer participation in the agricultural economy. As evidenced by the 041 
final evaluation, significant progress was made during the life of that 
project to integrate the target group into the market economy as a result of 
the provision of production credit. 

Given improved access to production credit under Loan 041 and the 
tentative steps taken by a select group of cooperatives to become involved in 
marketing and other services for its members it was determined that the most 
critical area for improvement was not production but the marketing end of the 
process. The best way to increase farmer member incomes, therefore, is to 
provide them with secure markets for the.ir produce. Building upon the success 
of Loan 041, this project will strengthen and expand agricultural cooperative 
operations by providing marketing credit and infrastructure to benefit 
producer members. 

The strategy chosen to extend the services of agricultural 
cooperatives into marketing is twofold. The project will (1) strengthen the 
agricultural cooperative sector financially and administratively from the 
individuals farm to the national level, and (2) provide financing for 
marketing credit, infrastructure and equipment. As in countries like the 
United States, with strong, efficient and profitable cooperatives, this 
project will promote a strategy of consolidation along geographic and/or 
commodity lines. Implicit in the project is a reorientation away from a 
heavily subsidized, paternalistic approach to cooperative development, towards 
a view of cooperatives as private businesses which must be financially sound 
to survive and prosper. This project promotes this fundamental entrepeneurial 
orientation and seeks to strengthen the overall financial status of the 
agricultural cooperative sector by implementing major reforms in financial 
operations and policies and improving the business skills of managerial 
personnel at all levels in the cooperative network. The expanded service 
potential for these cooperatives, through the marketing activities to be 
developed under the project, provides the pragmatic stimulus for this 
reorientation and the related management upgrading which will be measured in 
economic returns to the cooperative membership. 

In summary, this project provides a prime opportunity to demonstrate 
the positive impact which the private sector can have on advancing 
agricultural sector goals in an area that has proven difficult to penetrate 
effectively through government intervention. Panama's agricultural 
cooperative sub-sector is becoming stronger, and an outgrowth of that strength 
has been a progressive development within the sector toward a full range of 
services in addition to their original role as suppliers of producer inputs. 
This project acknowledges progress made to date and aims to facilitate further 
development through various institution building activities and the provision 
of marketing credit. 



PROJECT COMPONENTS 

This project will contribute to building a stronger foundation of 
local cooperatives through the coordinated efforts of IPACOOP, COAGRO and the 
BDA by strengthening their management capabilities, assisting in developing 
programs to market cooperative production, and providing funds needed for post 
production marketing activities. These efforts are to be carried out by 
establishing a Management Development Center at IPACOOP, a Marketing 
Dev~lopment Center at COAGRO, and a Marketing Credit and Infrastructure fund 
within the BDA. These programs are described more fully in the following 
sect ions. 

1. Project Management and Support 

The GOP entity responsible for overall coordination and 
administrative management of project implementation will be IPACOOP. A 
Project Management Office will be established within IPACOOP staffed by a 
Project Management Officer and two administrative/financial analysts. This 
office will report directly to the Director of IPACOOP. Project funds will be 
utilized to partially finance the salary of the Project Manager, as well as 
for procurement of a vehicle, office equipment and supplies. The Project 
Management Office will have the following responsibilities: 

a) coordinate overall project activities; 
b) monitor and evaluate project activities; 
c) produce the annual operational plan(s) for project 

activities in coordination with the participating 
institutions; 

d) exercise budgetary control over participating institutions; 
and 

e) coordinate the preparation of and forward all project 
reporting and disbursement requests to AID. 

A Project Coordinating Committee will be formed, with 
representation by the principal institutions participating in the Project and 
r~sponsible for direct implementation of specific project activities: IPACOOP 
will be represented by the Director of IPACOOP (who will be the chairperson of 
the Committee) and the Project Management 0fficer;COAGRO will be respresented 
by the Chairman of the Board of Directors and the General Manager; and BDA 
will be represented by the Executive Manager of Group Lending and the Chief of 
the Cooperative Credit Department. 

The Coordinating Committee will be assisted by a grant funded 
Senior Project Consultant/Technical Assistance Team Leader, who will be 
contracted for 54 person months to assist IPACOOP, COAGRO and BDA in 
developing implementation plans and budgets, and to provide overall project 
monitoring and other assistance during the five year implementation period of 
the activity. At a second level of coordination, each of the three agencies 
will host monthly sub-committee meetings to discuss and monitor implementation 
of activities for which they are directly responsible, and to resolve specific 



problems as they arise. Each of these meetings will be attended by a 
representative from the other two agencies as well as the Senior Project 
Consultant (in an ex officio status) to ensure regular coordination and 
interchange of ideas among all parties. 

The Senior Project Consultant will also provide support for the 
overall administrative restructuring process being undertaken by COAGRO and 
assist the COAGRO Board Chairman in developing scopes of work for up to 12 p/m 
of grant funded short-term consultants to work on the financial and 
operational aspects of restructuring COAGRO1s business operations. 



The organizational relationships among the three agencies participating in the 
project are shown in the following chart- 

ORGANIZATIONAL CHART 

COOPERATIVE MARKETING PROJECT COORDINATING COMMITEE 

COAGRO IPACOOP* BDA - A.I.D.** 

-President of Board -Director -Executive -AID Project 
of Directors -Project Manager Manager Manager 
General Manager -Manager of -Senior Project 

Coop Lending Consultant/Team 
Leader 

IPACOOP 

PROJECT MANAGEMENT OFF ICE 

IPACOOP 

Management Development Sub- 
Commit tee 

PARTICIPANTS: 

1. COAGRO 
2. IPACOOP - COUNTERPART 
3. BDA 
4. Project Consultant/ 

Team Leader 
5. Management Con- 

sultant** 

I I 
COAGRO 

Marketing Development Sub- 
Commit tee 

PARTICIPANTS: 

1. COAGRO - COUNTERPARTS 
2. IPACOOP 
3. BDA 
4. Project Consultant/Team 

Leader** 
5. Marketing Consultant** 

1 
I 

BDA** 

Marketing Credit Sub-Committe 

PARTICIPANTS: 

1. COAGRO 
2. IPACOOP 
3. BDA - COUNTERPART 

a. National Level 
b. Regional Field 

Supervisor 
4. Project Consultant/Team 

Leader 
5. Coop Credit Consultant** 

* IPACOOP will chair the Coordinating Committee. 
** Ex officio members 
*** BDA will also conduct monthly coordination meetings at the regional level with local IPACOOP 

and COAGRO field staff. 



2. Management Development Center 

ÿ his component will establish the capability in IPACOOP to 
develop a strategy and appropriate training materials to carry out an 
intensive program of upgrading cooperative personnel in the areas of business 
and financial management which are critical to the expansion of services 
provided by cooperatives. The primary training methodology to be established 
will be the case study approach. A library of case studies will be developed 
from analysis of the cooperatives participating in the project. This "hands 
on" approach will directly involve COOP members and staff in thinking through 
and developing solutions to their own problems. Training courses will be 
designed for phased upgrading of participants, in areas of business management 
and financial planning. Course and materials development will address areas 
such as budget preparation, cash flow planning, inventory controls, and 
pricing policy formulation. Special courses and materials will be developed 
for boards of directors in areas such as interpretation of financial 
statements, and the use and value of budgetary review in evaluating management 
performance and planning future operations. 

A special unit of IPACOOP will be established as a Cooperative 
Management Development Center. The unit will be staffed and operated 
separately from IPACOOP's regular programs, but will be responsible to the 
organization's Director. The establishment of the unit, the development of 
curriculum and materials, and the carrying out of training programs with 
follow-up visitation, will be assisted by a grant funded long-term (36 p/m) 
consultant. This unit will be monitored by a Management Development 
Sub-committee of the project Coordinating Committee. The membership of this 
sub-committee will be composed of the unit's staff and the technical 
consultant (ex-officio member) as well as working level representatives of the 
BDA and COAGRO. Participation by all three agencies will ensure that the 
training materials and courses developed are practical in design, meet the 
upgrading requirements of the cooperatives involved in marketing activities, 
and are developed and conducted on a timely basis. A major responsibility of 
this Sub-committee, which will meet monthly, will be to ensure that the 
training courses and materials developed: reflect priority needs of the 
cooperatives involved in marketing activities under this project; (2) are 
complementary to the marketing development technical assistance to be provided 
through the Marketing Development Center in COAGRO; and (3) are designed to 
resolve weaknesses in financial management skills that might negate 
eligibility for borrowing from the Cooperative Marketing and Infrastructure 
Fund to be created in the BDA. 

Personnel from COAGRO's and the BDA's central and regional 
offices will be trained with special courses tailored to upgrade management 
and other skills. In addition, training materials developed by the Center 
will be made available to COAGRO and the BDA for direct use or adaptation to 
other training which those organizations might carry in connection with 
specific project activities. IPACOOP may also expand the use of the materials 
and methodology by applying them to training efforts undertaken by IPACOOP 
units working with other cooperative organizations. The Center is expected to 



have additional influence in helping to carry out IPACOOP's overall mandate to 
provide technical assistance to cooperatives in Panama. 

The Center will establish contact with the Central American 
Institute of Business Administration (INCAE) which has extensive experience in 
developing specialized training materials/courses for cooperatives. A branch 
of INCAE has been established in neighboring Costa Rica which should 
facilitate collaboration. The Center will also coordinate closely with the 
Latin American Federation of Credit Unions' (COLAC's) training branch in 
Panama, FECOLAC, which has a resource library, training materials and conducts 
training courses for credit unions throughout Latin America. 

The Management/Consultant will be responsible for developing the 
case study training materials, as well as training of counterpart personnel in 
the development and use of materials. This consultant will also be 
responsible for developing an overall curriculum which includes periodic, 
on-the-job follow-up training. Loan funds will be utilized to cover salaries 
for two counterparts to the consultant in the first year. These salaries will 
be assumed by the GOP on a gradual basis over the life of the project starting 
with 20 percent the second year and increasing to 40 percent, 60 percent and 
100 percent in succeeding years. Loan funds will also cover administrative 
costs relating to establishing the unit, and for development of the "library" 
of training materials. The required level of loan funding will gradually 
decline over the life of the project as IPACOOP's regular operating budget 
absorbs an increasing share of the costs of operating the Center. In part, 
these costs will be recovered through tuition payment by trainees. A total of 
six vehicles will be purchased with loan funds for use by the Center and 
regional training officers in the field. 

3. Marketing Development Center 

Under the project a Marketing Development Center will be 
established within the agricultural cooperative federation, COAGRO. This 
Center will not involve COAGRO directly in marketing operations in the sense 
of buying and selling production of member cooperatives. Rather, the Center 
will operate as the central point to which all of its affiliates look for a 
variety of marketing assistance, including coordination of certain services 
among cooperatives in the same geographic area or along similar product 
lines. COAGRO has provided this coordinating role over the years in the 
procurement of production inputs, for example, buying seed potatoes for member 
cooperatives in Chiriqui Province. COAGRO's location in Panama City, its 
telex facility which is capable of direct international communication with 
potential suppliers, and its access to commercial banks, has prompted 
affiliates to assign this vital coordinating role to the federation. As 
stated, the cooperatives do not look to COAGRO to sell their production nor to 
become involved in financing such sales. Increasingly, however, they are 
turning to COAGRO for assistance in expanding their market contacts, both in 
the metropolitan area of Panama City, the high volume markets of the Canal 
Area generally, and in explorating of international markets where development 



of c o n t a c t s  i s  more e a s i l y  f a c i l i t a t e d  from Panama C i t y  t h a n  from t h e  i n t e r i o r  
of  t h e  c o u n t r y .  

The Market ing Development Cen te r  w i l l  be e s t a b l i s h e d  a s  a n  
o p e r a t i n g  u n i t  working o u t  of  t h e  COAGRO h e a d q u a r t e r s  . P r o j e c t  g r a n t  f u n d s  
w i l l  p r o v i d e  f o r  one long-term ( 4 6  p/m) marke t ing  c o n s u l t a n t  and p a r t i a l  
fund ing  f o r  h i r i n g  new c o u n t e r p a r t  t e c h n i c a l  p e r s o n n e l .  Over t h e  l i f e  of t h e  
p r o j e c t  t h e  s e r v i c e s  provided by t h i s  un. i t  w i l l  be expec ted  t o  r e c o v e r  a n  
i n c r e a s i n g  p o r t i o n  o f  t h e  c o s t  of m a i n t a i n i n g  t h e  C e n t e r .  Loan f u n d s  w i l l  be 
used t o  p a r t i a l l y  fund t h r e e  new COAGRO p r o f e s s i o n a l s  (marke t ing  s p e c i a l i s t ,  
a g r i c u l t u r a l  economis t ,  and f i n a n c i a l  a n a l y s t )  and one s e c r e t a r y  on a  
d e c l i n i n g  b a s i s  - 100 p e r c e n t  f o r  t h e  f i r s t  t h r e e  y e a r s ,  50  p e r c e n t  f o r  t h e  
f o u r t h  y e a r  and f u l l  fund ing  by COAGRO by t h e  f i f t h  y e a r .  We a n t i c i p a t e  t h a t  
by t h e  f o u r t h  y e a r  of  t h e  p r o j e c t ,  t h e  o p e r a t i o n s  o f  t h e  C e n t e r  w i l l  n o t  
r e q u i r e  t h e  f u l l  t ime  s e r v i c e s  of a n  a g r i c u l t u r a l  economis t .  Loan f u n d s  w i l l  
a l s o  f i n a n c e  a  modest amount of equipment and s u p p l i e s .  It i s  assumed t h a t  by 
t h e  end of  t h e  p r o j e c t ,  COAGRO's  f i n a n c i a l  s i t u a t i o n  w i l l  be s u f f i c i e n t l y  
improved s o  t h a t  i t s  o p e r a t i n g  budget can  a b s o r b  t h e  c o s t  of  m a i n t a i n i n g  t h e  
Cen te r .  F i n a l l y ,  i t  i s  assumed t h a t  t h e  t y p e  of  s e r v i c e s  t h i s  C e n t e r  w i l l  
p rov ide  w i l l  demons t ra te  t h e  d i r e c t  and i n d i r e c t  economic r e t u r n  on inves tment  
i n  marke t ing  r e s e a r c h  and a n a l y s i s ,  a n d ,  f u r t h e r ,  t h a t  COAGRO and i t s  members 
w i l l  e n s u r e  adequa te  f i n a n c i n g  under  a  combinat ion o f  budget a l l o c a t i o n s  and 
s e r v i c e  c h a r g e s  t o  m a i n t a i n  t h e  Cen te r  a s  a n  i n t e g r a l  p a r t  of  COAGRO's  
o r g a n i z a t i o n .  

The Cen te r  w i l l  respond a d m i n s t r a t i v e l y  t o  t h e  COAGRO Genera l  
Manager. Under t h e  p r o j e c t ,  a  Market Development Sub-committee w i l l  be 
e s t a b l i s h e d  which w i l l  i n c o r p o r a t e  r e p r e s e n t a t i v e s  of  t h e  BDA, IPACOOP, t h e  
S e n i o r  P r o j e c t  Consu l t an t  and t h e  t e c h n i c a l  c o n s u l t a n t  t o  t h e  Market ing 
Development Cen te r  - t h e  l a t t e r  two a s  e x - o f f i c i o  members. T h i s  Sub-committee 
w i l l  meet monthly,  and m a i n t a i n  c l o s e  c o o r d i n a t i o n  w i t h  t h e  o t h e r  p r o j e c t  
sub-committees,  e s p e c i a l l y  t h e  BDA Marketing C r e d i t  and I n f r a s t r u c t u r e  Fund 
Sub-committee. Overs igh t  and c o o r d i n a t i o n  between t h e  v a r i o u s  sub-committees 
i s  c o n s i d e r e d  e s s e n t i a l  t o  a s s u r e  t h a t  t h e  marke t ing  development t e c h n i c a l  
assistance responds directly to needs of the cooperatives for identification, 
a n a l y s i s  and p r e p a r a t i o n  of i n d i v i d u a l  marke t ing  p r o p o s a l s .  Once such  
f i n a n c i n g  packages a r e  p r e p a r e d ,  t h e  Cen te r  w i l l  a s s u r e  t h a t  p r o c e s s i n g  of 
l o a n  a p p l i c a t i o n s  i s  handled i n  a  t i m e l y  manner, and t h a t  l e n d i n g  p rocedures  
i n c o r p o r a t e d  i n  t h e  f i n a n c i n g  packages a r e  bo th  a d e q u a t e  and a p p r o p r i a t e  f o r  
t h e  a c t i v i t i e s  i n  q u e s t i o n .  

The Market ing Development C e n t e r  w i l l  c o n c e n t r a t e  on t h r e e  major  
a r e a s  of a c t i v i t y :  a )  i d e n t i f i c a t i o n  and f e a s i b i l i t y  a n a l y s i s  of marke t ing  
p r o j e c t s  p r o p o s a l s ;  b )  a s s i s t a n c e  i n  p r e p a r a t i o n  of  l o a n  a p p l i c a t i o n s  and 
s u p p o r t  documents t o  f i n a n c e  marke t ing  a c t i v i t i e s ;  and c )  t e c h n i c a l  and 
t r a i n i n g  a s s i s t a n c e  f o r  marke t ing  a c t i v i t i e s  of member c o o p e r a t i v e s .  

a )  I d e n t i f i c a t i o n  and F e a s i b i l i t y  A n a l y s i s  of  Market ing 
S u b p r o j e c t s .  

P r e l i m i n a r y  i d e n t i f i c a t i o n  d u r i n g  p r o j e c t  development of  t h e  
t y p e s  of marke t ing  a c t i v i t i e s  t o  r e c e i v e  a s s i s t a n c e  from t h i s  C e n t e r  and t o  be 



funded by the Marketing Credit and Infrastructure Fund to be created in the 
BDA, include the following illustrative activities: 

The cooperative Horticola de Boquete is the Panamanian 
cooperative most active in the marketing of fresh fruits and vegetables. 
During the project design, a marketing specialist estimated that Horticola 
could increase its present volume of marketing, as well as assume the key role 
in organizing pooling arrangements with smaller fruit and vegetable 
cooperatives, by investing in infrastructure and expanding its working capital. 

The cooperative La Libertad de El Valle, is a prime example 
of a small horticultural cooperative which would profit from involvement in a 
pooling arrangement with Horticola de Boquete. Currently, only 50 cooperative 
members are producing vegetables. It is expected that neighboring small 
farmers would join the cooperative and production would increase if 
investments were made in renovating some existing facilities, and in securing 
markets for expanded output of new and current members. 

The cooperative Juan XXIII of Santiago, is the largest 
COAGRO affiliate providing multi-services to over 1,400 small farmer members. 
With assistance from this project, the co-op could dramatically expand its 
marketing operations by upgrading its processing and marketing facilities for 
poultry, hogs and cattle. 

The Agricultural Cooperative La SanteHa is one of the 
country's largest grain producing cooperatives. The organization could 
greatly expand its production and begin marketing producer output if storage 
requirements and working capital needs were met. 

The cooperatives, Union Agricola de Chitre and Union de 
Anton, are much smaller grain producing cooperatives than the 
above-mentioned. Potential feed grain marketing volume for each is estimated 
at 10,000 cwt. per year. Both of these coops would benefit from the expanded 
marketing outlets stimulated by the SanteBa subproject. 

The cooperative Apicola, illustrates the kind of impact 
which a relatively small investment can have on the development of an 
effective marketing system. Apicola is a beekeeping cooperative composed of 
70 members disbursed throughout the country. The cooperative primarily 
coordinates the distribution of beekeeping supplies nationwide. The purchase 
of some processing equipment and marketing working capital would enable 
Apicola to expand into major marketing operations to the benefit of the entire 
industry. 

Detailed descriptions of the above sub-projects are 
contained in Annex 11, Exhibit G. 



b) Assistance in Preparation of Loan Applications and Support 
Documents to Finance Marketing Opportunities. 

To the degree warranted, Marketing Development Center staff 
will direct and assist cooperatives in preparing proposals for financing 
consideration by the BDA and other potential lenders. The development of this 
expertise within the Center and eventually within the coops themselves, is 
critical to the timely and orderly review and approval of loan requests by the 
BDA. 

Under Loan 041, by default, the BDA became directly involved 
in the design and preparation of funding proposals from the cooperatives; many 
of which required major revisions. For the most part, the cooperatives lacked 
experience in preparing and presenting quality proposals for BDA review. 
Likewise, the BDA did not have the expertise to review and improve many of the 
proposals submitted. As a result, there were extensive delays in processing 
and reviewing loan applications, as well as considerable and often 
inappropriate changes in the proposals by the time final approval was granted. 

Having learned from this previous experience, the proposed 
project assigns direct responsibility to the Marketing Development Center for 
providing assistance to the cooperatives in the preparation and presentation 
of marketing proposals. In turn, BDA loan analysts will concentrate on 
evaluating the financial soundness of each proposal and the capabilities of 
the intended borrower, leaving proposal design and preparation work to the 
Center. This arrangement should result in more efficient allocation of 
responsibility and ensure better, more timely service to the cooperatives. 

c) Implementation Assistance for Marketing Activities of Member 
Coo~eratives . 
The third major area of the Marketing Center activities will 

be implementation assistance. Once investment, market entry and financing 
decisions are made, the cooperatives will need specialized implementation 
assistance. The Center's staff will provide continuing help in this area, 
both on the production end, by advising on quality controls, appropriate 
packaging, and coordination of joint shipments; and on the market end, with 
market ideas, contacts, contracting, and evaluation of results. Six to eight 
months of short-term commodity and processing specialists will be contracted 
with loan funds to assist with the design, installation, and initial operation 
of needed facilities and for "trouble shooting" during the early operational 
phases of new marketing ventures. 

In addition, the Marketing Development Center will provide 
advisory assistance in techniques for development and dissemination of market 
information but will not attempt to establish a centralized service for 
gathering or providing such information directly. For example, the Horticola 
vegetable marketing cooperative in Boquete has an office and receiving station 
in Panama City which gathers daily price and demand information for 
commodities which the cooperative sells. This information is transmitted 



twice daily to the Boquete home office by telephone. Whereas, the Marketing 
Development Center may assist the cooperative in interpreting this 
information, the Center would not assume a direct marketing role on a routine 
basis. However, in the development of production strategies to extend market 
supply seasons and improve cooperative member shares in such markets the 
Center may become directly involved in analyzing supply, demand and price 
trends of the commodities in question. 

4. Marketing Credit and Infrastructure Fund 

A Marketing Credit and Infrastructure Fund will be created 
within the BDA with $5 million of project loan funds and $2.5 million in GOP 
counterpart contributions. The Project Coordinating Committee will ensure 
resource maximization of these funds and those existing in the related 
Cooperative Development Revolving Fund established under AID Loan 041 for 
COAGRO and the cooperatives participating in the new marketing project by 
complementing and coordinating lending from both sources. Techniques being 
considered to maximize use of these resour,ces for working capital financing 
include increasing the use of purchase orders for inputs bought by 
cooperatives from COAGRO, with payment transferred directly from the BDA to 
COAGRO, thereby avoiding direct involvement by cooperatives in the payment 
transaction. 

Additionally, the BDA will review other resources (from AID or 
other donors) available to the BDA for production credit financing. Success 
of the production credit lending activities under Loan 041 has increased both 
the number of cooperative member producers and the level of demand for 
production credit per producer. The emphasis of this marketing project will 
be on market related aspects of the cooperatives' service activities 
including, where appropriate, direct COAGRO assistance in marketing. 

The Marketing Credit and Infrastructure Fund will make medium 
and long term credit available to cooperatives and their member producers, who 
normally are ineligible for alternative financing from commercial banks, due 
to the risks perceived by many financial institutions in lending to small and 
medium-size farmers. The Fund will finance new facilities and equipment for 
marketing and processing of member production, and provide working capital in 
support of marketing activities. Up to $ 3.25  million will be provided to 
finance new facilities and equipment over the life of the Project. Facilities 
and equipment eligible for financing will include, but not be limited to: 

(a) product storage facilities, including driers and coolers; 

(b) materials handling equipment such as grain augers, hand 
trucks and roller conveyers; 

(c) field assembly, grading, washing and sacking stations; 

(d) refrigerated trucks and other mobile equipment; and 



(e) processing equipment/facilities for products such as coffee 
and animal feed. 

Up to $ 4.25 million of the Marketing Credit and Infrastructure 
Fund will be used for working capital loans related to marketing activities. 
The types of marketing credit operations eligible for financing from the fund 
will include but not be limited to: 

a) financing of advance payments and/or purchase of products, 
such as grains for holding inventory in utorage to take advantage of price 
fluctuations during non-growing seasons; 

b) financing of advance payments on perishables including a 
minimal transaction gap between time of sale and receipt of payment by 
producers ; 

c) financing of expanded working capital for products such as 
poultry which are not directly marketable in the form received from the 
producer, but must go through one or more processing phases; and 

d) financing of expanded working capital where activities 
related to the processing operation itself may require holding large 
quantities of the raw product in inventory to take advantage of price 
fluctuations and also ensure adequate inventory of processed materials for 
orderly servicing. 

In instances like those cited above, the cooperative would not 
make direct purchase of the products, but would provide the producer with an 
advance payment equal to approximately 60 to 75 percent of the estimated final 
sale price. Adjustments would be made periodically, discounting from payments 
to producers those costs applicable to handling, processing, storage and 
transportation. In addition, it is anticipated that most cooperatives will 
discount some percentage or fixed amount per unit or weight of product for 
capitalization of the cooperative's own marketing credit fund. 

In the development of marketing systems for some products such 
as poultry and swine, marketing credit will incorporate financing of some of 
the producers' initial investment in facilities and inputs (broiler houses, 
pig pens and feeder pigs) necessary to bring the chickens and pigs to market 
weight. Such financing becomes necessary and is appropriate when the 
cooperative itself is involved in the processing stage of the marketing 
cycle. Financing arrangements for these types of investments will involve 
contractual commitments by the producers to deliver total production to the 
cooperative for processing and subsequent marketing. 

Loans for new facilities will be available on terms and 
conditions appropriate to the expected life of the facilities being financed, 
ranging from three years for cooling equipment to as long as 15 years for 
buildings and similar facilities. Repayment schedules will include 
appropriate grace periods to permit the development of adequate income flows 



from investments in such facilities. In general, mortgage requirements beyond 
liens on the facilities or commodities being financed will not be demanded in 
order to maximize the cooperative's ability to borrow so as to meet its other 
financing needs. However, cooperatives will be required to establish 
procedures for increasing member equity in the cooperative and in the 
cooperative's own marketing fund, where appropriate, in an amount equal to an 
established percentage of the credit loan. Loans should also include a 
convenant that patronage refunds will not be paid by the cooperative in cash 
to the producer member until the cooperative's membership capital base and 
other special accounts such as marketing funds reach levels equal to from 10 
to 25 percent of the cooperative's external financing requirement. 

The Fund will extend loans to cooperatives at a cost equal to 
current market rates of interest in the agricultural sector. The allocation 
of interest points within the spread, between an established administrative 
cost to the BDA as administrator of the fund and the stated rate at which the 
funds are to be loaned, will include designation of some percentage points for 
capitalization of special funds to be established for strengthening specific 
aspects of the cooperative system. Therefore, the Fund itself within the BDA 
will not retain all of the interest income to be received by application of 
market rates of interest, but a certain amount will be transferred to a 
special capitalization fund within COAGRO and the cooperatives. 

By lending at market rates of interest for marketing subprojects 
(13% in December 1983), the spread between an established BDA administrative 
cost and the stated market rate will be considerably greater than under the 
Loan 041 Revolving Fund in which a five percent interest spread had been 
applied. It is considered more critical for strengthening the cooperative 
sub-sector to establish capitalization and other funds within COAGRO and 
within the participating cooperatives, than to allocate the full interest 
spread to increasing the capitalization of the fund itself. Strengthening the 
financial base of cooperatives over the life of the project should have a 
greater impact on their financial stability as well as their ability to borrow 
from sources other than the BDA. 

AID will negotiate an administrative charge of 2 percent with 
the BDA. Beyond this administrative charge, a one percentage point bad debt 
reserve, plus a maximum of four percentage points will be set aside for 
further capitalization of the fund. The remaining points will be allocated to 
the capitalization funds within COAGRO and the cooperatives. 

a. Capitalization Fund 

Member capitalization in cooperatives and the capitalization 
by those cooperatives in COAGRO, are generally weak and contribute to the 
disproportionate levels of external funding required by the sector for 
expansion and strengthening of member services. The modest level of member 
equity contributions, in turn, has made most commercial banks reluctant to 
lend to cooperatives, since the clients of private sector lending institutions 
are expected to demonstrate significant ownerlmember equity and direct 



participation in the financing of any activity proposed for external financial 
assistance. Most cooperatives have low initial membership capital 
requirements, and beyond that additional capitalization is usually tied to a 
percentage of sales and a percentage of net profits. Most cooperatives retain 
that portion of net profits which would be available for distribution to 
members as patronage refunds proportionate to the member's use of the 
cooperative's services, with such retentions applied to capitalization in the 
name of the individual member. 

Private sector banks which lend to cooperatives usually 
require borrowers to add to their member capital shares a specific percentage 
of the value of each loan. Since this fund will be established in a 
government bank which is not the property of the borrowers, the cooperatives 
cannot be expected to capitalize the fund. However, lending operations from 
the fund can be directed to assist and strengthen capitalization of the 
cooperative system, both at the level of the primary cooperatives which borrow 
from the fund and at the federation level. 

Up to three percentage points of the interest charged at 
market rate to primary cooperatives for market credit and for financing of 
infrastructure and equipment will be transferred by the Fund to COAGRO for 
subsequent transfer to individual cooperatives under pre-established 
conditions, and subject to COAGRO supervision and reporting to the Project 
Coordinating Committee. The funds will be assigned to a special 
capitalization account in the cooperative. 

Additionally, up to three percentage points would be 
transferred by the Fund to COAGRO for capitalization by borrowing 
cooperatives, in COAGRO. Amounts transferred to COAGRO under this concept 
would be assigned to the borrowers' membership capital shares in COAGRO. 

b. Technical Assistance for BDA 

Analysis of loan applications to the Marketing Credit and 
Infrastructure Fund will be based on an assessment of (1) the proposal's 
technical and financial feasibility; (2) the borrower's financial stability; 
(3) the risks involved; and (4) the borrower's capability to manage the 
proposed investment. This procedure applies to both requests for fixed 
capital and working capital loans. At present, BDA staff have limited 
experience in loan appraisals requiring the degree of specialized technical 
analysis contemplated under the project. The BDA also has limited experience 
with the types of working capital lending including lines of credit and 
infrastructure investment lending planned for this project for marketing- 
related activities. To be effective, lending must be timely, and repayment 
conditions and schedules tailored to the cash flow requirements of the 
proposed investments. 

A grant funded long-term (22 p/m) technical consultant will 
be financed under the project to train staff assigned to administering the 
Fund. Training courses will be given in financial analysis, lending concepts 



and repayment scheduling. The BDA counterpart to the long-term consultant 
will be the Assistant Manager for Group Credit who is responsible for all 
cooperative credit programs, including the management of reflows from the 
Cooperative Development Fund established under Loan 041. Project loan funds 
will be utilized to purchase one vehicle for BDA's Cooperative Credit 
Department in Panama and three vehicles for the regional cooperative credit 
personnel in the field. 

A Marketing Credit Sub-committee will be established under 
the Project Coordinating Committee to provide guidance in the proper use of 
the Fund, and to coordinate its financing with the two other major project 
components, Marketing and Management Development. The Credit Sub-committee 
will include representatives from COAGRO and IPACOOP as well as the Senior 
Project Consultant and the technical consultant to the BDA, since a primary 
objective of the Sub-committee will be to assure that loan applications to the 
Fund are processed in a timely manner. The AID consultant team will serve as 
ex-officio members. The Sub-committee will meet once a month, unless a 
backlog of loan applications requires more frequent meetings. Technical 
advisors to the Marketing Development Center and the Management Development 
Center may be invited to participate in Sub-committee meetings as additional 
resource persons. BDA regional credit supervisors assigned to work with the 
Fund will be invited to report to the Sub-committee in session at least four 
times a year. In addition, in each geographic region where the BDA has 
cooperative credit supervisors assigned, a working committee will be formed by 
the credit supervisor, COAGRO1s regional manager, and the IPACOOP regional 
training staff person. These committees will review field level operations 
and coordination on a monthly basis. 



IV. PROJECT ANALYSES 

A. Institutional Analysis 

Implementation of this project will be the responsibility of 
IPACOOP, COAGRO and the BDA. Each of these institutions has received previous 
assistance from USAIDIPanama and is receiving continued support from the GOP 
for its activities. IPACOOP receives 95 percent of its budget from the GOP to 
carry on its coordination and promotional activities. The GOP also provides a 
guaranty for short-term external financing to COAGRO. The BDA is the GOP- 
sponsored financial institution responsible for providing agricultural credit 
to small and medium size farmers, including cooperatives. 

Each of these three institutions directs assistance to cooperatives 
and their members. IPACOOP assumes responsibility for providing assistance in 
organizing, lobbying, accounting, auditing, legal matters, promotion and 
technical assistance. COAGRO distributes input supplies, mixes feed, 
manufactures fertilizer, and provides limited marketing assistance to some 
member cooperatives. The BDA has a Cooperative Credit Program which provides 
agricultural credit to cooperatives and, in some cases, lends directly to 
individual coop members through their cooperatives. 

Cooperatives were selected as the organizations best able to utilize 
project assistance aimed at strengthening the agricultural marketing system. 
This is largely because of the important progress made by cooperatives in the 
agricultural sector by recent years as well the fact that 12 percent of 
Panama's farmers are members of cooperatives. This constitutes the largest 
institutional grouping of producers in agriculture. As previously stated 
cooperative farmer production is presently estimated at $81.6 million annually 
or 18.2 percent of the agricultural sector GNP. (See Section 11-C-1, The Role 
of Cooperatives in Agriculture). 

Role of COAGRO 

COAGRO was selected as the cooperative federation to work with in 
this project because it is the largest, private, agricultural federation in 
Panama. The 8,000 farmer members of COAGRO's 30 affiliates represent 
approximately 9 percent of the countries' farmers. In addition, COAGRO and 
its affiliates do business with individual non-members and non-member 
cooperatives. This constitutes approximately 50 percent of COAGRO's total 
volume of business. Thus, the actual number of farmers served by COAGRO and 
its affiliates is far larger than the 9 percent of the country's farmers who 
are members. If COAGRO affiliated cooperatives are able to offer improved 
marketing services as a result of this project, many new farmers in the 
service areas are expected to join the COAGRO system. 

From its founding in 1970 until the present, COAGRO's sales volume 
has steadily increased to its present level of almost $12 million annually. 
Almost all of its sales are farm supplies which it sells through its three 
regional offices and their associated warehouses. COAGRO now sells two-thirds 



of the fertilizer in the country, excluding that applied to bananas and sugar 
cane. The farmer members of COAGRO cooperatives are involved in the 
production of virtually every major agricultural commodity produced in the 
country. Some COAGRO cooperatives are already involved in limited marketing 
of their members output such as poultry, pork, beef, grain, coffee, cocoa, 
fruits and vegetables. Building on the strengths of the existing COAGRO 
system is viewed as a more cost-effective method of strengthening the 
agricultural marketing system, than either starting a new organization or 
providing additional assistance for Panama's principal public sector marketing 
organization, IMA, to expand its marketing operations into non-grain crops. 

However, COAGRO has deficiencies which will have to be remedied 
before it can qualify as a strong agricultural marketing service institution. 
The most obvious problem is its weak financial condition. Because of a lack 
of a clear policy on extension of credit, inadequate collection of accounts 
receivable and the tendency of cooperatives to use the supply credit on 
purchases from COAGRO as a substitute for working capital, COAGRO continues to 
have severe cash flow problems. (See Annex 11, Exhibit H, Detailed Financial 
Analysis of COAGRO). 

A new board of directors, installed in April 1982, has initiated 
studies directed both at remedying COAGRO's immediate cash flow problem and 
its broader organizational problems. Administrarive areas which are under 
review by COAGRO's board and management include pricing policies, credit 
policies, collection procedures, purchasing policies, inventory control, 
personnel realignment, staff reductions, restructuing of the federation, 
reorganization of operations and establishing profit centers. Technical 
assistance was secured through the Volunteer Development Corps, ACDI and CLUSA 
project design teams, and the board is now reviewing recommendations made for 
improving COAGRO's internal operations. 

Discussions with the COAGRO directors and general manager during the 
project design period led to the conclusion that prompt remedial action and 
strict monitoring of future operations are required. Some corrective steps 
have already been taken to deal with the situation. A recent personnel 
realignment resulted in a 16 percent reduction in COAGRO staff. An 
ineffectual Cooperative Education Department has also been eliminated. 
Further personnel cuts may result from a management study being conducted on 
operations. 

Under this project a Marketing Development Center will be 
established at COAGRO to assist cooperative affiliates in the marketing of 
their commodities. This will supplement and strengthen the service role 
COAGRO has been filling in providing market contacts, coordinating sales, 
providing documentation, etc. The Marketing Development Center will initially 
be subsidized from project funding for new counterpart technical personnel. 
Over the life of the project COAGRO will gradually assume responsibility for 
maintaining the Center. By expanding and improving services COAGRO and its 
affiliates are expected to attract new members. 



The administrative and organizational changes which are underway and 
or being considered within COAGRO are expected to significantly improve the 
financial and managerial condition of COAGRO to a point where the organization 
can assume financial responsibility for the Center. The Senior Project 
Consultant will be available to assist COAGRO during its reorganization and 
restructuring. 

The Role of the BDA 

The BDA is an independent agency established in 1973 for the purpose 
of financing the credit policy designed by MIDA for the agricultural sector. 
~t is empowered to grant financing for agriculture, livestock and 
agroindustrial activities to small and medium-scale producers, farm 
organizations and cooperatives. It is effectively the only financial 
institution in the country which disburses any significant volume of credit to 
small farmers. The BDA is the organization which administered the revolving 
fund under the AID-financed $8.1 million Rural Cooperative Development Loan 
(041). During the previous project a special loan window was opened and staff 
added to work with cooperatives. This window was later raised to the level of 
a Cooperative Credit Department. 

In the agricultural sector short-term commercial credit comes from a 
small number of private banks (Bank of America, Chase Manhattan Bank, Banco 
Fiduciario and Banco de Colombia). These banks prefer to lend amounts greater * 

than $200,000. Loans are generally for large scale commercial production, 
processing and marketing of such crops as sugarcane, rice, coffee, and 
livestock. Commercial banks generally require substantial collateral for 
their loans. Medium and long-term credit is supplied almost exclusively by 
the official development banks, the BNP and BDA. The BNP is serving as the 
main conduit for World Bank agricultural sector loan funds, and is loaning to 
medium and large scale farmers for livestock, coffee, cocoa, oil palm and 
bananas. 

The BDA was selected as the financial institution for this project 
for several reasons. It is the largest financial organization which lends to 
small farmers on a major scale. In 1981, over 90 percent of the loans granted 
were for amounts less than $10,000. Through its Cooperative Credit Department 
field staff the BDA has established close working relationships with 
cooperatives at the regional and local level. AID experience in working with 
the BDA on the Rural Cooperative Development project was generally favorable 
and the attitude of the officers of BDA has remained constructive. In 1981, 
it was estimated that the delinquency rate for loans under Loan 041 was less 
than 3 percent. 

The BDA is currently lending about $48 million per year including 
about $2 million which is being channelled to cooperatives through 041 loan 
reflows. Approximately 25 percent of the BDA loans are granted to groups, 
including cooperatives and asentamientos. 



The staff of BDA comprises about 750 persons of whom approximately 
460 are attached to regional and local branch offices. The Cooperative Credit 
Department has a professional staff of 20, including analysts and field 
supervisors. 

Functions within BDA which will have to be improved in this project 
are the slow pace of loan processing and the overly strict repayment schedules 
required on some loans. Technical assistance will be provided to the BDA 
under the Marketing Project to upgrade the skills of the Cooperative Credit 
Department within the Group Lending Division. Skills to be refined include 
lending concepts and criteria related to marketing activities, analysis of 
applications, and credit supervision. The 20 staff members of the Cooperative 
Credit Department will receive this training. 

A secondary benefit of this technical assistance is anticipated to 
accrue to the BDA Group Lending Division's extensive lending program to the 
asentamientos. Over the years these GOP-sponsored settlements have been 
receiving subsidy support and thus have been subject to different lending 
criteria than the cooperatives. However, the GOP has begun to emphasize that 
investment programs to asentamientos be both financially viable and 
recuperable. Some such settlements have even been encouraged to become 
cooperatives, however, it is not anticipated that many new cooperatives will 
be formed among asentamientos during the life of this project. The project 
will reinforce a more business-like approach to all future BDA lending. 

It is expected that the BDA will be able to successfully manage the 
loan portfolio under this project. The project funded credit consultant and 
other short term technical assistance will provide the necessary input for the 
BDA to integrate project funds into its cooperative portfolio, and to finance 
the cost of administering these funds beyond the end of the project with a 
reasonable interest spread. 

The Role of the Autonomous Instituto Panameflo de Cooperativas 
( IPACOOP) 

From the period of initiation of AID Loan 041, the government's 
Cooperative Department of MIDA, then DENACOOP, has expanded to the level of an 
autonomous Institute, IPACOOP, with a staff of approximately 140 persons 
operating from a central office in Panama City and four regional offices. 

In addition to IPACOOP1s legal, registry and audit responsibilities 
for all cooperatives, and the more general responsibilities of representing 
the cooperative sector within the government's planning mechanism, IPACOOP 
also has a responsibility for promotion (organizational assistance to new 
cooperatives and cooperatives-in-formation), training and technical 
assistance. IPACOOP maintains accounting and training personnel in all of its 
regional offices. . 

With the evolution of IPACOOP from a department within MIDA to the 
status of an autonomous institute, a change directly sought by the 



agricultural cooperatives and cooperative credit unions, the cooperatives also 
accepted the financial obligation to support the institutonls annual operating 
budget in the amount of 5 percent of net profits. With this direct "tax" on 
their own operations, the cooperatives now expect increased, more effective 
services from IPACOOP, especially in areas of accounting, audits and 
management training. 

Demand for IPACOOPS1s services will increase because COAGRO has 
terminated its former education department. COAGRO will continue some 
on-going assistance in accounting upgrading of cooperatives with grant funding 
from the Interamerican Foundation. This assistance, in combination with 
IPACOOP assistance in accounting and audits, is providing more effective 
training in this important area than was possible in the past. 

In general, the business skills of both management and staff 
throughout Panama's cooperative movement are being over-taxed by the rapid 
expansion of cooperative operations. Before most agricultural cooperatives 
can effectively expand their line of services, business skills will have to be 
improved in the areas of strategic planning, evaluation, accounting, 
scheduling, personnel management, finance, supervision etc. IPACOOP is 
presently providing assistance to agricultural cooperatives in these areas but 
these programs have been developed for cooperatives that provide only limited 
services such as supervised credit and/or input marketing. IPACOOP1s training 
programs and support services will need to be upgraded in order to meet 
increased future training and support needs of agricultural cooperatives. 

This Loan activity will create an improved capacity in IPACOOP to 
train and support agricultural cooperatives in the following areas: a) 
developing plans and evaluation systems; b) improving cost accounting and 
inventory control systems; c) improving financial reporting, credit analysis 
and control systems; d) developing mechanisms to promote capital formation; 
and e) developing the administrative and financial management skills of 
cooperative directors and committee members to enable them to carry out their 
supervisory responsibilities. 

The project emphasis on training materials development (case study 
method) and training methodolgy, supported by external technical assistance 
(three person/years), is expected to create a capacity in IPACOOP to carry on 
this more advanced level of training beyond the life of the project, replacing 
the less business-oriented, less effective training now being conducted. 

Coordination Among Institutions - 

Overall coordination and direction for the project will be the 
responsibility of the Project Coordinating Committee. (See Section 111-D 
Project Components). Representatives of IPACOOP, COAGRO, BDA and AID will 
coordinate activities through the Coordinating Committee and Sub-Committees 
concerned with marketing, management and credit. Day to day coordination and 
administrative management of the project will be the responsibility of a 
project management office established in IPACOOP. The head of this office 



will report directly to the Director of IPACOOP who is the chairperson of the 
Project Coordinating Committee. 

Financial Analysis 

The financial viability of COAGRO and the individual cooperatives 
must be considered since COAGRO will be expected to assume responsibility for 
the recurrent costs of the Marketing Center by the end of the project. 
Individual cooperatives will take on direct marketing responsibilities which 
will be facilitated by loan funds. Loan funds will be disbursed by the BDA 
and guaranteed by the GOP. Since the loan funds are guaranteed the ability of 
the BDA to analyze projects, disburse funds, supervise loans and collect 
accounts receivable is of prime importance. Similarly, IPACOOP1s budget is 
underwritten by the GOP so its ability to administer and support a Management 
Development Center is critical to this project. 

COAGRO 

COAGRO continues to suffer from cash flow problems as a result of 
accummulated delinquent accounts receivable and undercapitalization. The 
board of directors has ordered a complete evaluation of COAGRO's policies and 
operating practices (see Section IV-A Institutional Analysis) and is taking 
steps toward correcting the problem. In November 1982 the COP made a payment 
of $1 million for accounts overdue which were the result of government 
programs. An additional $1 million is due to be paid and negotiations are 
underway to reach settlement in the first semester of 1984. 

An analysis of COAGRO's financial position (See Annex 11, Exhibit H) 
shows short term debt and interest payments accelerating rapidly in the last 
few years and this, by itself, is sufficient to account for the cash flow 
problem. Recent declines in interest rates which COAGRO has been charged on 
external financing are allowing COAGRO to increase its profit margin and, in 
1983, to also increase the allocation to the bad debt reserve. 

COAGRO1s long term financial viability however, depends on 
restructuring and reorganizing aimed at producing long term savings and 
profitability. As an integral piece of COAGRO1s plan for restructuring the 
federation, the board chairman has agreed, in consultation with AID and the 
project design team, to establish a special oversight committee at the level 
of the board of directors which will include representatives from the various 
institutions whose financial and other support are vital to the rehabilitation 
of COAGRO. This will include representatives from the BDA; from IPACOOP 
(representing the GOP as guarantor for COAGRO1s external credit); from AID; 
and various private sector banks. The oversight committee would meet 
periodically (perhaps once a quarter) to review progress on specific aspects 
of COAGRO1s restructuring and on-going operations. The committee would also 
provide COAGRO1s board and management with access to additional high calibre 
management expertise not presently available to the board in its normal 
deliberations. 



AID will further assist the COAGRO restructuring process with grant 
funding of 12 person months of external technical assistance over the life of 
the project. This funding will permit the COAGRO board chairman, together 
with the oversight committee and the general manager to receive highly 
specialized short-term assistance to analyze and advise on management, 
financial and operational aspects of the restructuring, and the anticipated 
expansion of COAGRO1s business operations. 

As a result of reforms presently being undertaken or contemplated by 
the COAGRO board and management, it is expected that COAGRO1s income and 
balance statements will improve considerably during the project, as is shown 
in tables in Annex 11, Exhibit H. It is expected that COAGRO will easily be 
able to assume the recurring costs associated with continuation of the 
Marketing Development Center. 

BDA - 
The BDA would be responsible for granting loans on terms and 

conditions decided by the Project Coordinating Committee, made up of 
representatives of COAGRO, IPACOOP, BDA and AID. (See Section 111-D, Project 
Components). These terms and conditions must be put into force by the BDA 
before the first disbursement of AID loan funds. 

Under AID Loan 041, BDA demonstrated its capacity in designing and 
executing work plans, as well as promoting and appraising credit applications 
through its branches, regional offices and headquarters. However, because 
marketing loans have not been administered through the Cooperative Credit 
Department, training and upgrading of skills will be required as part of the 
project. 

The BDA has a good record in recovering loans made under the 041 
loan program. In mid-1981, at the time of the final evaluation of loan 041, 
less than 3 percent of loans extended under the credit program were 
delinquent. In the overall portfolio past due accounts have been consistently 
held to less than 10 percent of the total portfolio. Accordingly, the 
conclusion is that the delinquency rate of the BDA amounts to a level that can 
be considered better than normal in an LDC financial institution. 

Loan funds to be provided under this project represent approximately 
6 percent or less of the BDA1s loan portfolio at any time. In terms of loans 
made during any given year, funds from the Marketing Project are not expected 
to be more than 10 percent of the value of new loans. 

The number of persons required to analyze and supervise the 
marketing loans is expected to be small. This is because the Marketing 
Development Center in COAGRO will be assisting and supervising the analysis 
and preparation of individual marketing project applications. Having well 
conceived and prepared loan applications will reduce the administrative burden 
on the BDA. Because the loans are to be extended to cooperatives instead of 
to individuals the average size of loan will be larger and require less 



administration and oversight on a per dollar basis. It is expected that the 
number of cooperatives receiving loans will not exceed 15 during the project 
and the number of loans disbursed during the life of the project is not 
expected to exceed 45. Based on previous performance of the average number of 
loan approvals per staff member in the BDA, administration of marketing funds 
is not expected to require more than 5 additional staff members. This 
additional administrative cost is expected to be well below one percent of the 
marketing loans outstanding at the end of the project. This administrative 
cost will place no undue burden on the resources of the BDA. 

LOANS APPROVED BY THE BDA 

YEAR NUMBER OF APPROVALS 

N.A. 
N.A. 
N.A. 
N.A. 
N.A. 
5,610 
6,307 
8,274 
N.A. 

IPACOOP 

AMOUNT ($000) NUMBER OF STAFF 

N.A. 
N.A. 
N.A. 
N.A. 
60 5 
629 
676 
761 
N.A. 

IPACOOP will be responsible for assuming the recurrent costs of the 
Management Development Center at the end of this project. Since the budget 
for IPACOOP is largely underwritten by the GOP, the financial viability is not 
as much a question as is the ability of IPACOOP to provide management services 
which are sufficiently beneficial for the GOP to accept responsibility for 
their costs. 

The evaluation of the Rural Coopertative 041 loan concluded that 
IPACOOP is being run by a highly qualified Executive Director who has 
surrounded himself with a group of dedicated and talented staff. A 
decentralization process which is underway is intended to establish closer 
working relationships between IPACOOP and the cooperatives. The activities 
planned under this project are designed to complement the strengths of IPACOOP 
and upgrade their training program. The program is designed to be 
application-oriented, with extensive on-the-job training to fit the needs of 
cooperatives. 

The establishment of the Management Development Center in IPACOOP 
will receive project funding on a declining scale over the life of the 
project. During the fifth year IPACOOP will assume 100 percent of the 
recurrent expenses. A significant portion of the expenses of maintaining the 
Center is expected to be recovered at this stage through tuition charges. The 
additional cost to IPACOOP of the Management Development Center is expected to 



be negligible since it will be upgrading the skills of existing personnel, 
replacing existing personnel by attrition and replacing existing training 
programs. Therefore, it is expected that IPACOOP will be able to assume 
financial responsibility for the Management Center beyond the life of the 
pro ject. 

Selected Agricultural Cooperatives 

The financial statements of several cooperatives which are already 
involved in marketing activities and cooperatives which are well positioned to 
enter marketing were examined during the intensive design analysis. The 
results of a ratio analysis are presented below. Several other cooperatives 
were eliminated from immediate consideration because of unfavorable financial 
statements. 



RATIO ANALYSIS OF THE FINANCIAL POSITION OF SELECTED COOPERATIVES 

Cooperativa Cooperativa Cooperativa de P.  Cooperativa 
Juan X X I I I  H o r t i c o l a  y  S.M. Agrope- de Cacao 

de Mercadeo c u a r i a  Santei'ia BocatoreFia 

1. L i q u i d i t y  r a t i o s :  
a )  Current  r a t i o :  

( Current  a s s e t s )  
(Accounts Receivable) 

b)Days s a l e s  i n  accounts  
Receivable:  1 4  days 29 days 89 days 402 days 

Accounts Receivable 
s a l e s  - 365 

2. S o l v e n c y :  
a )  Member e q u i t y  t o  

t o t a l  a s s e t s :  

(Member e q u i t y )  
( T o t a l  a s s e t s )  

3. P r o f i t a b i l i t y :  
a )  Net p r o f i t s  t o  t o t a l  s a l e s :  

(prof  i t s )  
( s a l e s )  

4. E f f i c i e n c y :  
a )  Inventory  turnover :  6.25 5.6 6.3 1.64 

tu rnovers  tu rnovers  tu rnovers  tu rnovers  

( c o s t  of s a l e s )  
( i n v e n t o r i e s )  

b)  Gross Margin t o  Sa les :  

( g r o s s  prof i t )  
( s a l e s )  

c )  Operating Expenses t o  
Sa les :  

( o p e r a t i n g  expenses) 
( s a l e s  ) 

5. Volume: 
Annual Sa les :  B/.4,276,337 B/.2,193,356 ~ / . 1 , 0 1 9 , 6 3 7  B / .  2,358,819 



1. Liquidity ratios: 
a) Current ratio: 

( Current assets) 
( Accounts Receivable) 

b)Days sales in accounts 
Receivable: 

( Accounts) 
(Receivable) 
sales - 365 

2. Solvency: 
a) Member equity to 

total assets: 
(Member equity) 
(Total assets) 

Cooperativa S.M. Cooperativa de P. Cooperativa 
La Esperanza y S. M. Uni6n de la Uni6n 
de 10s Campesinos Agrfcola de Chitrg de Ant6n 

5 days 

3. Profitability; 
a) Net profits to total sales: 

(prof its) 
( sales ) 

4. Efficiency: 
a) Inventory turnover: 

(cost of sales) 
( inventories) 

7.8 
turnovers 

h) Cross Mlargin to Sales: 13% 
(gross profit) 
( sales 

c) Operating Expenses to 
Sales: 12% 
(operating expenses) 
( sales 1 

70 days 

12.45 
turnovers 

5. Volume: 
Annual Sales: 

143 days 

5.1 
turnovers 



As the above charts indicate Cooperativa Juan XXITI shows a very 
sound financial position with all current obligations covered by over 200 
percent and very low accounts receivable. Member equity is very high and 
could safely be leveraged with outside financing. 

Cooperativa Horticola de Mercadeo is liquid and solvent. The board 
has made a decision to keep all of their money working and avoid idle 
reserves, thus resulting in a lower current ratio. The net operating loss for 
(the first loss in ten years) the year shown is the result of inexperience in 
setting prices to be paid to farmers for produce marketed directly by the 
cooperative. The cooperative recently began direct marketing of fruits and 
vegetables and its pricing polices have been changed to assure profitable 
operations. Horticola's low operating expenses are evidence of a tightly 
managed organization. 

Cooperativa de Cacao Bocatorefia reflects a special situation. World 
market prices for cocoa dropped drastically at the same time that fungus 
infestation cut production by one-third. The operating loss is the result of 
a deliberate decision to partially decapitalize the cooperative to cushion the 
financial blow to members. This situation should be monitored. 

La Esperanza de 10s Campesinos shows an extremely strong financial 
position and evidence that it is being managed very well. Union Agricola de 
ChitrE is tightly managed, profitable and solvent. Union de Ant6n is 
profitable and well run, but the financial situation is not as strong as is 
desirable. 

The general conclusion is that there are several cooperatives which 
are financially viable and positioned to effectively utilize loans from the 
Marketing Project. Other cooperatives will require training, technical 
assistance and in some cases restructuring before they will be able to 
participate in marketing loans. 

ECONOMIC ANALYSIS 

1. Methodolonical Procedure Used 

This project consists of three basic elements: establishment and 
operation of a Management Development Center in IPACOOP for providing 
management skills training; establishment and operation of a Marketing 
Development Center in COAGRO for identifying and analyzing the feasibility of 
specific market activities; and creation of a Marketing Credit and 
Infrastructure Fund within BDA for both infrastructure equipment nnd working 
capital needs. 

The project's three main elements were first analyzed separately 
and then as a group to ensure that each was properly designed and could be 
justified on its own merit as well as to capture and justify the 
interrelationship of all three components. 



The economic analysis was divided into two parts. The first 
part examined, from a macro perspective: (1) IPACOOP separately, to determine 
whether or not the expenditure would stand alone based on improving returns to 
existing cooperative activities; ( 2 )  COAGRO separately, to determine whether 
or not the expenditure could stand alone based on improvements in COAGRO's 
management and services to member cooperatives; and (3) the working capital 
fund to determine its impact on cooperative incomes. 

The second part of the analysis then shifted to the micro level 
where pre-feasibility studies were conducted on several illustrative marketing 
activities, to assure there were a sufficient number of potential marketing 
opportunities to justify the project. 

With the IPACOOP and COAGRO elements already justified as 
independent components, the potential marketing activities normally would be 
analyzed on the assumption that IPACOOP already had improved the individual 
cooperatives' management capabilities and that COAGRO's capabilities already 
had been upgraded. On that basis the only additional costs to those normally 
associated with initiating a specific marketing activity would be those 
associated with improving the BDA. Using the project design team's estimate 
that approximately twenty marketing activities would be started during the 
project's five year period, one-twentieth of the BDA costs then would be 
allocated to each marketing activity analyzed, spread-over a five year 
period. With the exception of this additional cost data, each potential 
marketing activity would be analyzed in the usual cash flow manner to 
determine if the investment obtained as a credit from the BDA would create 
enough benefits to generate an acceptable rate of return. 

Recognizing, however, that the most conservative approach would 
be to assume that the elements were not independent and that all benefits from 
the project would derive from the twenty marketing activities alone, 
one-twentieth of all project costs, spread over a five year period, were 
apportioned as an additional cost element to those costs normally associated 
with each marketing activity. If details of twenty specific activities were 
known and had had cost estimates for the changes contemplated, it would not 
have been necessary to obtain an average cost figure. However, since the 
specific activities will not be chosen until the project begins, a formula 
applying the average cost figure for the total project was used. While the 
assumption that the other elements will create benefits beyond the twenty 
activities does attribute too many costs to each project, it provides for a 
more conventional analysis and allows one to be reasonably confident (assuming 
positive results) that each activity analyzed will provide more than just 
acceptable rates of return. 

2. Benefits Resulting from the Project 

IPACOOP. Services will be upgraded to provide assistance to 
help cooperatives improve their business and financial management 
practices.The monetary impact of the improved management skills is expected to 
result from cash savings realized from such improvements as better inventory 



c o n t r o l s ,  more a c c u r a t e  more up-to-date r e c o r d s  used i n  s e t t i n g  p r i c e s ,  and 
from i n c r e a s e d  s t a f f  t e c h n i c a l  s k i l l s .  

COAGRO. The F e d e r a t i o n  w i l l  a c q u i r e  t h e  c a p a b i l i t y  of 
conduc t ing  marke t ing  r e s e a r c h  and a n a l y s i s  which w i l l  be used t o  h e l p  
c o o p e r a t i v e s  i d e n t i f y ,  a n a l y z e  and p r e p a r e  f i n a n c i a l  p r o p o s a l s  f o r  v i a b l e  
marke t ing  a c t i v i t i e s .  F o r  COAGRO t h e  improved s e r v i c e s  w i l l  p roduce  i n c r e a s e d  
r evenues  t o  f i n a n c e  i t s  o p e r a t i o n s .  I n  a d d i t i o n ,  COAGRO's  g e n e r a l  e f f i c i e n c y  
w i l l  be i n c r e a s e d  by t h e  t e c h n i c a l  a s s i s t a n c e .  T h i s  improved e f f i c i e n c y  
should  l e a d  t o  lower c o s t s  of e x i s t i n g  o p e r a t i o n s  and hence  t o  more p r o f i t s .  

Marke t ing  A c t i v i t i e s .  One immediate  b e n e f i t  f o r  s e v e r a l  of t h e  
p o t e n t i a l  a c t i v i t i e s  w i l l  be t h e  c a p t u r i n g  of e a r n i n g s  no rma l ly  go ing  t o  
middlemen such  a s  t r u c k e r s .  Thus, p a r t  of t h e  p r o j e c t ' s  b e n e f i t  w i l l  be 
d e r i v e d  from a  t r a n s f e r  o r  r e d i s t r i b u t i o n  of income from middlemen t o  t h e  
c o o p e r a t i v e s  and t h e i r  s m a l l  and medium fa rmer  members. Another  
r e d i s t r i b u t i v e  e f f e c t  w i l l  o ccu r  i n  t h o s e  i n s t a n c e s  where c o o p e r a t i v e s  a r e  
a b l e  t o  ho ld  i n v e n t o r y  i n  s t o r a g e  t o  t a k e  advan tage  of h i g h e r  p r i c e s  d u r i n g  
t h e  non-growing season .  No a t t e m p t  i s  made i n  t h i s  a n a l y s i s  t o  de t e rmine  t h e  
impact  of such  r e d i s t r i b u t i v e  e f f e c t s  on t h e  economy. 

Those a c t i v i t i e s  which i n c l u d e  some form of  improved p r o c e s s i n g ,  
h a n d l i n g  o r  s t o r a g e  which w i l l  i n c r e a s e  t h e  amount of  p r o d u c t i o n  f o r  s a l e  
t h rough  r e d u c t i o n  i n  l o s s e s  due t o  damage and s p o i l a g e ,  and t h r o u g h  i n c r e a s e d  
p r o d u c t i o n  a s  c o o p e r a t i v e  members r e a l i z e  t h a t  c r o p  l o s s e s  a r e  minimized.  

By f a r ,  one of  t h e  most i m p o r t a n t  i m p a c t s  of t h e  marke t ing  
a c t i v i t i e s  t o  be u n d e r t a k e n  w i l l  be t h e  i n c r e a s e d  q u a l i t y  of  a g r i c u l t u r a l  
p r o d u c t s  r e a c h i n g  t h e  consumers.  While t h e r e  s u r e l y  w i l l  be a  s i m p l e  t r a n s f e r  
of income from some consumers who pay f o r  h i g h e r  q u a l i t y  produce  wi thou t  
i n c r e a s i n g  o v e r a l l  consumpt ion ,  t h e  i n c r e a s e d  q u a l i t y  and g u a r a n t e e d  s u p p l y  of 
t h e  produce i s  expec t ed  t o  i n c r e a s e  s a l e s  t o  s p e c i a l t y  marke t s  such  a s  
r e s t a u r a n t s ,  h o s p i t a l s ,  and s h i p  c h a n d l e r s ,  and shou ld  c r e a t e  a d d i t i o n a l  
demand w i t h i n  t h e  g e n e r a l  p o p u l a t i o n  f o r  f r e s h ,  l o c a l  produce.  

To summarize,  marke t ing  b e n e f i t s  shou ld  a c c r u e  t o  t h e  economy of  
Panama ove r  t ime i n  a t  l e a s t  t h r e e  ways: ( a )  i n c r e a s e d  s u p p l i e s  of p e r i s h a b l e  
foods  o f  improved q u a l i t y ,  i n c l u d i n g  h i g h e r  food v a l u e ,  a v a i l a b l e  t o  consumers 
and g r e a t e r  p r o f i t s  t o  food w h o l e s a l e r s  and r e t a i l e r s ;  ( b )  t h e  c o o p e r a t i v e ' s  
o r  middleman's  a b i l i t y  t o  marke t  i n c r e a s e d  s u p p l i e s  a t  b e t t e r  q u a l i t y  w i l l  
r e s u l t  i n  h i g h e r  p r i c e s  pa id  t o  t h e  p r o d u c e r s ;  ( c )  t h e  h i g h e r  p r i c e s  r e c e i v e d  
by t h e  p roduce r s  n o t  o n l y  shou ld  enhance  t h e i r  incomes d i r e c t l y ,  b u t  a l s o  
shou ld  s t i m u l a t e  i n c r e a s e d  p r o d u c t i o n ;  and ( d )  t h i s  i n c r e a s e d  p r o d u c t i o n  
shou ld  a t  t h e  ve ry  l e a s t  p r e v e n t  p r i c e s  from r i s i n g  o v e r  t ime  a s  f a s t  a s  t h e y  
o t h e r w i s e  would have.  

U l t i m a t e l y ,  t h e  s u c c e s s  of  t h e  marke t ing  a c t i v i t i e s  shou ld  
s t i m u l a t e  t h e  r a t e  of  improving p r o d u c t i o n  methods f a s t e r  t h a n  o t h e r w i s e  would 
have o c c u r r e d .  T h i s  phenomenon shou ld  r e s u l t  i n  f u r t h e r  i n c r e a s e s  i n  p roduce r  



incomes from larger production at lower costs, the benefits of which will be 
shared by the rest of the economy. 

The feasibility analysis conducted for each of the marketing 
activities will examine the supply-demand issue for the products involved to 
be certain that increased production can be marketed profitably. Studies 
conducted by the design teams and the IDR indicate that demand will not be a 
binding constraint for the types of marketing activities anticipated under the 
project . 

Results of Economic Analysis 

Following the procedures discussed in detail in the proceding 
sections, the results of the economic analysis are presented under the four 
headings -- IPACOOP, COAGRO, Working Capital Fund, and Marketing Activities. 

a. IPACOOP 

CLUSA's examination of the state of management practices in 
the Panamanian cooperatives and its experience worldwide with management 
improvement activities similar to those contemplated in this project indicate 
thnt iml)roved management  kills euch as thoee deecribed earlier con increase 
cooperative net profits by at least 5-10 percent of the value of production. 
At just one and a half percent and, considering only the cooperative farmers' 
production which is marketed through the cooperatives (approximately $16.4 
million of $81 million), such an investment would produce a 29 percent 
internal rate of return. The Mission is thus satisfied that income benefits 
accruing to the cooperatives as a result of better financial management of 
existing operations alone justify expenditures planned for this activity. 

b. COAGRO 

As with the IPACOOP element, CLUSA personnel examined the 
current state of COAGRO's management efficiency and concluded that the set of 
technical assistance, equipment and personnel support planned for improving 
COAGRO's management capabilities would produce cost savings of at least 5 
percent on the existing operations alone. The economic analysis indicates 
that at only a 2 percent reduction in costs of current operations, the planned 
investment on this element will produce an internal rate of return in excess 
of 100 percent. At this high value the Mission is satisfied that the cost 
savings on existing operations alone will justify the expenditures for this 
RCtl~lt)'. 

c. Working Capital Fund 

While the working capital fund will have many uses, its 
potential use for renting storage facilities to take advantage of higher 
product prices later in the year illustrates how the private sector can 
replace a government agency function, while increasing farmers' profits. 



The case study on the proposed grain marketing plans of the 
Cooperative Agropecuaria Santana, R. L. (COAS) illustrates the point. The 
cooperative proposes to rent storage facilities for some 9000 tons of corn 
which it plans to market by 1985. The estimated farm value of this corn is 
$2.34 million and the expected market value after five months of storage is 
$2.76. This is equal to an 18 percent difference between the farm gate and 
final market prices of the corn over the five month period. Storage on(-l 
handling costs excluding interest payments are estimated to be about 
$160,000. This leaves a margin of $260,000. 

If the cooperative pays its farm members immediately for 
their production and stores the goods for 4 months, at a 14 percent annual 
rate of interest, the cooperative's interest costs would be about $109,000 
($2,340,000 x 14% - 12 x 4). This leaves a net prof it of $151,000 which is 
equal to a 6.5 percent increase in the value of the farmers' corn (i.e. 6.5% 
of 2.34 million). From the farmer's viewpoint, the value of immediate payment 
versus the usual 90 day delay experienced with IMA is estimated to be about 
3.5 percent (3 months at 1.17% per month = 3.5%). At present, farmers who 
need cash immediately usually have to sell their corn at about 10 percent 
under IMA's support price. This is consistent with what would be expected 
based on the above analysis. In short, the total effect of a working capital 
loan to COAS would be to increase farmers' real margins on corn sales by 
nearly 10 percent. If the cooperative retains the profits ($151,000), the 
average members equity in the cooperative would increase by nearly $300 
($151,000 divided by 500 coop members). 

It seems reasonable to expect working capital loans to 
increase effective marketing margins by at least 5 percent on the average. If 
the total amount of $4.25 million is continuously loaned out one and one-half 
times each year, cooperative member incomes would be increased by about 
$320,000 annually. Using a total of 11,000 agricultural cooperative and 
pre-cooperative members, this amounts to $29 per member per year. However, it 
is more likely that the working capital loans will be of greatest benefit to 
roughly 2,000 to 3,000 farmers in the more established cooperatives and would 
increase their incomes by at least 5 percent annually. 

While such a rate of return may seem a little low to justify 
the use of funds for such purposes, the long-run political benefits of the 
government reducing its involvement in the private sector are immeasurable, 
yet surely large. 

d. Marketing Activities 

During the design and development stages of the project, the 
Mission applied technical, financial, and economic pre-feasibility analyses to 
several possible marketing activities. From these pre-feasibility analyses a 
list of twelve marketing activities have been assembled as strong candidates 
for financing under the project. Although these marketing activities are only 
illustrative at this point, there is every indication that a significant 
number of them will indeed survive the scrutiny of more detailed analysis and, 



command a portion of the monies assigned to the credit fund. Supplementing 
the estimated demand for marketing credit funds will be what the project 
designers perceive as a flood of marketing activity proposals once the IPACOOP 
Management Improvement Center and COAGRO's Marketing Center begin to function. 

Under the high cost model which has each market activity 
bearing one-twentieth of all the project costs, on the assumption that the 
development of new marketing activities would not be possible without the 
IPACOOP Management and COAGRO Maketing Centers and on the unrealistic but 
analytically simplifying corollary assumption that these two centers do not 
provide any services to any other activities during or after the project 
disbursement period, the pre-feasibility economic analysis of the twelve 
potential marketing activities produces internal rates of return (IRRs) 
greater than 15 percent for all of them and a range of IRR values from 19 
percent to 130 percent. 

Based on the high rates of return obtained in the economic 
analysis for the project elements individually and as a whole, the Mission 
concludes that there is clear economic justification for the investment in the 
project as described in this document. See Annex 11, Exhibit F for details on 
the pre-feasibility economic analysis for various illustrative marketing 
activities. 

D. Technical Analysis 

A technical team composed of Cooperative League of the United States 
(CLUSA) and AID staff visited selected cooperatives to determine which 
organizations would be best able to exploit improved product marketing 
services and other agribusiness opportunities. Prior consultations with 
officials of IPACOOP, BDA, COAGRO and AID narrowed the list to 16 promising 
cooperatives selected for on-site visits. In the process, the team identified 
those commodities which showed the greatest market potential and performed 
pre-feasibility calculations of their financial viability. The team also 
carried out institutional and organizational analyses which helped determine 
the relative strengths and weaknesses of each of the cooperatives. 

The general conclusion which emerged from these analyses is that 
inadequate marketing systems are constraining the production and distribution 
of selected commodities. Incomes of farmers who are producing these 
commodities could be increased by increasing the efficiency of the marketing 
system and certain agricultural cooperatives are positioned to contribute to 
this process. Another conclusion reached is that there is sufficient need for 
marketing assistance to justify the use of the resources proposed in this 
project. It was concluded that the economic and financial returns to 
investments in marketing activities are high enough to be considered as a 
worthwhile investment. The type of technology being considered is 
appropriately suited to local conditions and takes into account factor prices, 
organizational weaknesses and administrative capabilities. There are 
anticipated externalities that will extend beyond the agricultural 



cooperatives targeted, resulting from efforts planned to strengthen COAGRO, 
the BDA, IPACOOP, particularly in upgrading managerial skills. 

Establishing Marketing Credit Demand 

Of the 30 COAGRO cooperatives, eleven were identified as having 
potential for participation in marketing development activities under the 
proposed project. The financial statements of ten of those eleven 
cooperatives were reviewed and subjected to ratio analysis to establish a 
series of comparisons as to the financial capability of the cooperatives to 
undertake expanded marketing service operations which would involve additional 
external financing. (One of the cooperatives is a recently organized to 
COAGRO affiliate but has not yet produced an operating statement.) 

Of the remaining 19 cooperatives, four are large supply operations 
for highly specialized producers, such as dairy and cattlemen. Nine others 
are small operations and will have to enter into pooling arrangements with 
larger cooperatives in order to advance into marketing activities. (One such 
case is anticipated by the second year of the project). One cooperative is in 
receivership and two are inactive. Two cooperatives provide input supplies 
and some production credit to members who produce industrial tomatoes on 
contract with Nestle, and onions which are marketed almost exclusively with 
IMA. These two cooperatives have experienced serious management and financial 
difficulties which would have to be overcome before they could be considered 
eligible for marketing credit under this project. A favorable combination of 
these corrective measures, plus changes in the nature of production from 
industrial to table tomatoes, and improved varieties of onions, could bring 
these two cooperatives to a preliminary stage of participation in the 
Marketing Fund by the end of the project. However, this eventuality is not 
projected in the demand chart. The final cooperative operates a highly 
specialized plantation and processing facility for African palm oil, with 
financing requirements beyond the intended scope and objectives of this 
project . 

A chart was prepared showing the estimated demand for financing for 
marketing credit, equipment and infrastructure over the five year life of the 
project. The demand chart also includes estimates of marketing credit 
requirements for the COAGRO feed mill (MIDARINA). The feed mill operation 
represents an integral part of a coordinated grain marketing program supported 
by a number of COAGRO member cooperatives. 

Total existing demand estimated during this survey was $6,729,000 
over the five years of the project. It is anticipated that additional 
cooperatives will be upgraded during the project life, through management 
improvement efforts by IPACOOP, to the point where they will be prepared to 
undertake preliminary marketing activities for members and thus be eligible 
for credit. The demand chart also demonstrates phased entry into processing 
activities for several commodities such as coffee, which signifies that those 
cooperatives would be prepared for more advanced stages of financing, 



especially for infrastructure and equipment, as the Marketing Credit and 
Infrastructure Fund moves into its sixth year and beyond. 

Annex 11, Exhibit G presents commodity analyses of several potential 
marketing sub-projects which would be undertaken during the early stages of 
the project. The team found that cooperative expansion into marketing 
activities would in many instances develop along pooling lines with specific 
commodities. For example, marketing activities in fresh fruits and vegetables 
could result in one cooperative coordinating the pooling of production from 
other cooperatives in a combined marketing operation. In grains, COAGRO1s 
MIDARINA plant will represent a central purchasing point for grains produced 
by various member cooperatives, and also serve as a common negotiator for 
storage and/or marketing arrangements with IMA, again representing a group of 
member cooperatives. 

It is expected that four to six sub-projects will be developed for 
financing with five cooperatives during the first year of the project, plus 
initial marketing credit for grains marketing related to the COAGRO Midarina 
feed mill. During the second year of the project, six to seven additional 
cooperatives would receive financing for new sub-projects, while sub-projects 
initiated during the first year would require additional financing for 
expanded marketing and infrastructure. By the third year several of the 
smaller cooperatives would be eligible for individual marketing credit loans 
to finance participation in pooling operations with larger cooperatives, and 
at least one cooperative currently receiving COAGRO management assistance will 
have been "turned around" sufficiently to become eligible for financing for 
carefully supervised marketing operations. During the fourth year on-going 
sub-projects will again receive expanded marketing credit financing, and 
significant financing of infrastructure and equipment for storage and 
processing facilities. 

During the fourth and fifth years of the project additional 
cooperatives will have become COAGRO affiliates, and existing smaller 
cooperatives will have been upgraded and/or integrated for marketing and other 
services with larger regional-type cooperatives, for a total of at least 
fifteen cooperatives participating in marketing sub-project financing from the 
Fund, plus COAGRO with the Midarina milling plant. 



PROJECTED CAPITAL REQUIREMENTS AND CAPITAL DISBURSEMENT BY 

YEAR - YEAR - YEAR - YEAR 
1 2 3 4 

JUAN XXII 

POULTRY 
Marketing Capital level 168,000 +24,000 +31,000 +22,000 
Equipment & Vehicles (1) 140,000 -0- -0- -0- 
Building (1) 50,000 -0- -0- -0- 
Total New Disbursements 358,000 24,000 31,000 22,000 

BEEF 
Marketing Capital Level -0- 30,000 +30,000 +30,000 
Total New Disbursements -0- 30,000 30,000 30,000 

PORK 
Marketing Capital Level 224,000 +22,000 +25,000 +28,000 
Total New Disbursements 224,000 22,000 25,000 28,000 

COOPERATIVA HORTICOLA DE MERCADEO 

FRUIT & VEGETABLES 
Marketing Capital Level 80,000 +125,000 +125,000 +65,000 
Equipment & Vehicles 707,000 130,000 400,000 250,000 
Building 135,000 -0- 30,000 -0- 
Total New Disbursements 922,000 255,000 555,000 315,000 

COOPERATIVA DE P. y S.M. - 
AGROPE CUARIA SANTENA 

GRAIN 
Marketing Capital level 200,000 +127,750 +127,750 +127,750 
Total NEW Disbursements 200,000 127,750 127,750 127,750 

CACAO 
Marketing Capital Level 205,000 +31,000 +35,000 +41,000 
Total New Disbursements 205,000 31,000 35,000 41,000 

COOPERATIVE 

%AR - 5 Y K  TO'IAI, 
5 

revolves 
400,000 

- 0- 
400,000 2,447,000 

(1) Equipment, vehicles and building investment will be shared with the beef and pork 
processing program. In this budget total investment is listed only under the poultry operation. 



YEAR - YEAR - YEAR - YEAR - YEAR 5 YR TOTAL 
1 2 3 4 5 

COOPERATIVA DE S.M. BLANCA 
F LOR 

COFFEE 
Marketing Capital Level 
Processing Equipment 
Total NEW Disbursements 

COOPERATIVA S.M. LA ESPERANZA 
DE LOS CAMPESINOS 

COFFEE 
Marketing Capital level 
Processing Equipment 
Vehicles 
Total New Disbursements 

COOPERATIVA de P. y S.M. 
UNION AGRICOLA CHITRE 

GRAT N 
Marketing Capital level 
Total New Disbursements 

COOPERATIVA DE LA UNION 
DE ANTON 

GRAIN 
Marketing Capital level -0- 
Total New Disbursements -0- 

COOPERATIVA AGROPE CUARIA DE 
S.M. LA LIBERTAD 

+25,000 (revolves) (revolves) 
400,000 -0- -0- 
425,000 -0- -0- 500,000 

(revolves) (revolves) (revolves) 
-0- -0- -0- 
-0- 40,000 -0- 
-0- 40,000 -0- 130,000 

+39,000 (revolves) (revolves) 
39,000 -0- -0- 79,000 

40,000 +39,000 (revolves) (revolves) 
40,000 39,000 - 0- -0- 79,000 

FRUIT 6 VEGETABLE 
Marketing Capital level -0- -0- 40,000 +20,000- (revolves) 
Equipment & Vehicles -0- 20,000 -0- -0- 30,000 
Total New Disbursements -0- 20,000 40,000 20,000 30,000 110,000 

POULTRY 
Marketing Capital level -0- 132,000 +20,000 +15,000 +17,000 
Equipment & Vehicles -0- -0- 70,000 -0- -0- 
Building - 0- -0- 40,000 -0- -0- 
Total New Disbursements - 0- 132,000 130,000 15,000 17,000 294,000 

(2) Participation by this cooperative in project financing would require a management contract 
with COAGRO and close coordination by COAGRO and the BDA on working capital financing. 



YEAR - YEAR - YE AR - YEAR - YEAR - 5 YR TOTAL 
1 2 3 4 5 

COOPERATIVA APICOLA 

HONEY AND WAX 
Process ing Equipment -0- 10,000 -0- -0- -0- 
Marketing Capi ta l  l e v e l  - 0- 60,000 +12,000 +14,000 +17,000 
T o t a l  New Disbursements -0- 70,000 12,000 14,000 17,000 

COAGRO MIDARINA PLANT 

GRAIN 
Storage S i l o s  -0- 120,000 -0- -0- -0- 
Equipment -0- 80,000 -0- -0- -0- 
Marketing C a p i t a l  l e v e l  500,000 +200,000 ( r e v o l v e s )  ( r e v o l v e s )  ( revo lves )  
T o t a l  New Disbursements 500,000 500,000 -0- -0- -0- 1,000,000 

GRAND TOTAL 2,459,000 1,406,150 1,488,750 652,750 721,750 6,729,000 



E .  Social Soundness Analysis 

SO as to better understand the environment within which the 
marketing project will operate and the target beneficiaries for whom it is 
principally intended, a sample survey of three cooperatives was carried out 
during the process of the project design. The main objectives of the field 
survey were to (1) sketch a broad socio-cultural profile of small and medium 
size cooperative farmers, (2) evaluate existing marketing systems utilized by 
cooperative farmers, and (3) ascertain those factors which would support 
and/or hinder implementation of the marketing project. 

The three cooperatives visited were the Cooperativa Horticola de 
Mercadeo located in Boquete, Chiriqui Province; the Cooperativa de Servicios 
~Gltiples (Agropecuaria Santefla), located in Las Tablas, Los Santos Province; 
and the Cooperativa de Producci6n Rural, at Bejuco-Chame, in Panama Province. 
~hese three cooperatives were selected because they offered a variety in terms 
of overall size (membership), types of production, volume of business and 
relative viability as commercial enterprises. 

The Cooperativa Horticola de Mercadeo has approximately 175 members 
and specializes in the production of vegetables (e.8. potatoes, onions, 
cabbage, lettuce, celery, tomatoes, etc). This cooperative is an autonomous 
production marketing association of the larger Cooperativa Agricola Industrial 
which has roughly 800 members and concentrates its efforts on sale or 
production inputs. The membership of Horticola is distributed between larger 
producers roughly (20%) whose annual sales are $10,000 or more, and 
small-medium farmers (80%), whose sales are $10,000 or less per year. Sales 
for the cooperative in 1982 were roughly $2.0 million. 

Cooperativa Agropecuaria Santefla currently has 535 affiliated 
members and specializes in cattle, grain and some wage table production. Here 
again, the majority of cooperative members (90%) are in the small-medium 
category. Yearly sales for the cooperative as a whole are on the order of 
$2.0 million or approximately $3700 per member. 

The Cooperativa de Producci6n Rural is the smallest of the three 
cooperatives, with only 322 members, and specializes in grain production. 
Total sales in 1981 amounted to less than $1.0 million or roughly =3,100 per 
farmer member. 

Despite the differences in size and production, the three 
cooperatives exhibit many similarities. As a result a general picture of the 
prospective small-medium farmer target group emerged from the field survey. 
The typical small producer, who constitutes the majority in all three 
cooperative associations is a man between 40 to 50 years of age, with little 
formal schooling (2-4 years), and whose family size (5-7 members) compares 
with the rural average countrywide. Most small producers interviewed could 
only estimate their yearly income. In the case of the Boquete vegetable 
cooperative (Horticola) incomes vary between $2,500 to $5,500 per year, which 



is substantially higher than that of non-cooperative farmers ($1,800) and even 
higher than that for wage laborers in the same area. 

Many small producers come from the "minifundista" or small 
landholding class. Others started as landless laborers or sharecroppers 
working for larger landowners. The majority (60%) of the vegetable and grain 
producers own less than 5 hectares of land. Likewise, the majority of cattle 
producers in the Cooperativa de Produccibn Rural have less than 50 

11 hectares.- 

When asked their opinions regarding membership in the cooperatives 
virtually all the farmers interviewed spoke favorably about it. Most viewed 
cooperatives as the best way to promote their own and general economic and 
social improvement. By joining the cooperative they are able to obtain 
production credit, technical assistance and markets for their production. All 
those interviewed consider that their incomes have risen considerably due to 
their membership in the organization. Their family well-being has also 
improved and their children have access to better education. In several 
cases, cooperativcemembership has contributed to upward socio-economic 
mobility in the community at large. 

Farmers and cooperative employees interviewed in Boquete and Las 
Tablas cited marketing as the principal obstacle to the further economic 
growth of their organizations (and by inference their own prosperity). Credit 
availability was another limiting factor cited by farmers and cooperative 
officials. 

An important consideration, given the views of those cooperative 
members surveyed, will be to tailor project assistance (e.g., credit, 
training, technical support) to meet the unique needs of each cooperative. 
While there are many similarities among cooperatives the differences which 
exist in terms of type of production, scale of operation, management acumen 
and marketing requirements suggest an approach towards marketing and other 
improvements which are suited to each organization. 

The general conclusion of the social soundness analysis is that 
there does not presently exist any eignificant socio-cultural impediments to 
the proposed activity. Indeed, the socio-cultural environment among 
cooperative farmers at this time is highly conducive to success of the 
marketing activities planned. Furthermore, a majority of the activities will 
involve the direct participation of small-medium producer members first, as 
recipients of training, marketing credit and other assistance and, 
subsequently, as the beneficiaries of the increased income and other economic 

1/ The sample field survey supports conclusions reached in the final - 
evaluation of AID Loan 041 (Hatch-Lanao) mentioned previously namely,that 
large numbers of subsistence farmers and small landholders have been 
absorbed into the cooperative movement in recent years and have greatly 
improved their economic status as a result. 



returns which are likely to be generated from the expanded production- 
marketing operations within their respective cooperatives. For further 
details see Annex 11, Exhibit I. 



V. IMPLEMENTATION ARRANGEMENTS 

A. Administrative Arrangements 

1. Host Country Implementing Agency 

Details regarding host country agency management and 
coordination of cooperative marketing project implementation are provided in 
Section 111. D, 1. Project Management and Support. 

2. USAID Monitoring 

USAIDIPanama will perform routine monitoring and supervision of 
the Project during implementation through an AID direct hire staff member 
assigned by the Office of Agriculture. Project Grant funds will be used to 
finance a contract with one of the U.S. Cooperative Development Organizations 
(CDOs) for 54 person-months of services of a technical consultant who will be 
designated Senior Project Consultant. This individual will assume principal 
responsibility for the direct, day-to-day support and monitoring of the 
Cooperative Marketing Project. The Senior Project Consultant will maintain an 
office in USAID and keep the AID Project Officer routinely informed as to the 
status of implementation, requesting the USAID Project Officer's direct 
assistance or that of other Mission staff, as needed. The Senior Project 
Consultant's specific responsibilities will be to maintain close, regular 
liaison with the IPACOOP Project Coordinator and other participating local 
institutions to ensure that implementation plans, schedules and procedures are 
followed, that problems are identified and resolved promptly and, in general, 
to supervise project implementation. 

The consultant will be expected to brief USAID staff and 
management periodically on various aspects of the project and to draft or 
supply the AID Project Officer with the necessary data for preparing Project 
Implementation Letters, Quarterly Project Reports, briefings and other formal 
correspondence. The Senior Consultant will function additionally as team 
leader of the CDO technical group that will be contracted by AID to provide 
assistance in support of the Management Development Center, the Marketing 
Development Center, the Marketing Credit and Infrastructure Fund and for the 
restructuring of COAGRO. 

The individual technical consultants will provide direct 
assistance to coordinate and with counterpart personnel assigned by the 
participating institutions responsible for implementing each project 
component; IPACOOP, BDA and COAGRO. The consultants will also be furnished 
office space at their respective agencies. As mentioned, the Senior Project 
Consultant will maintain his principal office at USAID, but will also function 
as direct counterpart to the Director of IPACOOP, the Executive Manager of 
Group Credit at the BDA, and the General Manager of COAGRO. Grant funds will 
finance a full-time secretary for the period of the senior consultant's 
assignment. Logistical support including a vehicle for the consultant will 
also be grant funded, with the vehicle being turned over to IPACOOP upon 
completion of the Project. 



In addition, the AID staff person will assist the Contract 
Consultant and the various participating agencies, as needed, in working out 
solutions to implementation problems which may arise and have not been 
overcome through their own efforts. As is required by AID regulations, U.S. 
Mission staff will be responsible for formal commitment of funds under the 
project as well as for signing official letters (PILs) etc. 

a. Reporting Requirements 

Various reports will be required to assist the Mission in 
monitoring the Project. Responsibility for preparation of the reports will 
lie with the participating institution designated for executing the specific 
project activity. However, it will be IPACOOP's overall responsibility, as 
principal coordinating agent for the Project, to ensure that the reports are 
received from the originating agency on a timely basis and are responsive to 
the pre-established content and format requirements. 

1) A monthly report on the status of disbursements, 
recuperations, pending loan applications and commitments, and delinquent 
accounts for the Cooperative Marketing Credit and Infrastructure Fund. This 
report will be prepared by the BDA according to a format established by mutual 
agreement. This report will be a separate requirement from the monthly report 
on the status of the Cooperative Development Revolving Fund established under 
AID Loan 041, but the consultations to be undertaken to establish the format 
for reporting on the Marketing Credit Fund will also consider appropriate 
revisions in the reporting format of the already functioning Cooperative 
Development Project Revolving Fund, to ensure maximum coordination of lending 
under the two programs, and reporting thereon. 

2) A quarterly progress report detailing progress and 
expenditures by component and activity, based on detailed annual 
implementation plans. This report will include individual reports on the 
functioning of the Project Sub-Committee, prepared in each instance by the 
chairperson of the Sub-Committee. 

3) An annual summary of Project accomplishments by 
component and activity during the preceding twelve month period, or as 
adjusted appropriately to fit the calendar year. These annual reports will 
form the basis for the joint GOPIAID mid-project and final evaluations. 

B. Implementation Plan 

A time-phased Implementation Plan is described in Annex 11, Exhibit 
C. 

C. Disbursement Procedures 

No deviation from established AID disbursement procedures is 
anticipated. Materials and equipment procured in the United States or other 
Code 941 countries will be paid using AID'S standard disbursement procedures. 
Disbursement for local currency costs will likewise be made in an established 



manner a c c e p t a b l e  t o  A I D .  These p r o c e d u r e s  w i l l  be t r a n s m i t t e d  t o  t h e  h o s t  
c o u n t r y  P r o j e c t  Management O f f i c e  t h r o u g h  Imp lemen ta t i on  L e t t e r .  

D. P rocurement  P r o c e d u r e s  

1. Sou rce ,  O r i g i n  and  N a t i o n a l i t y  

Goods and  s e r v i c e s  p r o c u r e d  and  t h e i r  s u p p l i e r s  u n d e r  t h e  Loan 
w i l l  have t h e i r  s o u r c e ,  o r i g i n  and  n a t i o n a l i t y ,  a s  a p p l i c a b l e ,  i n  c o u n t r i e s  
i nc luded  i n  Code 941  o f  t h e  A I D  Ccographi  c  Code Book, and  Pannmn. 

Goods and  s e r v i c e s  p rocu red  u n d e r  t h e  G r a n t  w i l l  have  t h e i r  
s o u r c e ,  o r i g i n  and  n a t i o n a l i t y  i n  t h e  Un i t ed  S t a t e s ,  Code 000 o f  t h e  A I D  
Geographic  Code Book and  Panama. 

2 .  Equipment Procurement  and  T e c h n i c a l  A s s i s t a n c e  C o n t r a c t i n g  

The o n l y  procurement  o f  a n y  m a j o r  consequence  w i l l  be t h e  
p u r c h a s e  o f  1 4  v e h i c l e s  and t e c h n i c a l  a s s i s t a n c e  s e r v i c e s .  Because o f  t h e  
many p u b l i c  a n d  p r i v a t e  i n s t i t u t i o n s  i n v o l v e d  i n  t h i s  p r o j e c t  and t h e  many 
c o m p l e x i t i e s  and i n o r d i n a t e  d e l a y s  i n v o l v e d  i n  h o s t  c o u n t r y  c o n t r a c t i n g ,  t h e  
A I D  Mi s s ion  and  t h e  p a r t i c i p a t i n g  i n s t i t u t i o n s  p r o p o s e  t h a t  (RCO/Panama o r  
AID/Washington, a s  a p p r o p r i a t e )  h a n d l e  t h e  p u r c h a s e  o f  v e h i c l e s  and  pe r fo rm  
t h e  t e c h n i c a l  a s s i s t a n c e  c o n t r a c t i n g .  

With r e g a r d  t o  t e c h n i c a l  a s s i s t a n c e ,  C o o p e r a t i v e  Development 
O r g a n i z a t i o n s  (CDD's) have  been  d e e p l y  i n v o l v e d  i n  t h e  d e s i g n  a n a l y s i s  a n d  
s t r a t e g y  f o r m u l a t i o n  f o r  t h e  p roposed  c o o p e r a t i v e  m a r k e t i n g  a c t i v i t y .  
Moreover ,  CDO's have  been  a s s i s t i n g  t h e  Panamanian c o o p e r a t i v e  movement f o r  
t h e  p a s t  decade  and have  i n i t i a t e d  an i m p o r t a n t  U.S. c o o p e r a t i v e  f e d e r a t i o n  t o  
Panamanian c o o p e r a t i v e  f e d e r a t i o n  l i n k a g e .  The M i s s i o n  a s  w e l l  a s  t h e  
Panamanian p r i v a t e  and  p u b l i c  s e c t o r  i n s t i t u t i o n s  c o l l a b o r a t i n g  i n  t h i s  
p r o j e c t  b e l i e v e  t h a t  i t  i s  i m p o r t a n t  t o  r e i n f o r c e  t h i s  l i n k a g e .  T h i s  
mechanism f o r  t r a n s f e r i n g  U.S. t e c h n i c a l  and m a n a g e r i a l  know-how i s  f u l l y  i n  
l i n e  w i t h  A I D ' S  P o l i c y  P a p e r  on  PVO's and  C o o p e r a t i v e  Development 
O g r a n i z a t i o n s .  

Al though  t h e  M i s s i o n  w i l l  i s s u e  a n  u n l i m i t e d  r e q u e s t  f o r  t e c h n i c a l  
p r o p o s a l s  (RFTP) we b e l i e v e  t h a t  CDO's a r e  t h e  b e s t  s o u r c e  f o r  p r o v i d i n g  t h e  
t e c h n i c a l  a s s i s t a n c e  u n d e r  t h i s  p r o j e c t .  T h i s  b e l i e f  i s  based  on t h e  u n i q u e  
c h a r a c t e r i s t i c  o f  CDO's a n d  t h e  e x p e r i e n c e  t h a t  t h e y  have  deve loped  i n  
f ~ s t e r i n g  t h e  g rowth  of  t h e  c o o p e r a t i v e  movement i n  Panama f o r  t h e  p a s t  
decade .  We a n t i c i p a t e  t h a t  s e v e r a l  CDO's would have  t h e  n e c e s s a r y  e x p e r i e n c e  
t o  p r o v i d e  t h e  r e q u i r e d  t e c h n i c a l  a s s i s t a n c e .  



E. Evaluation Plan 

The underlying assumption of this project is that the specific 
j-nstitutional and staff improvements proposed i.e., strengthened/expanded 
marketing services and upgraded administration and management will result in 
increased production and raised incomes for small-medium size cooperative 
farmers. It is further assumed that these same improvements will strengthen 
the position of those cooperatives assisted as commercial enterprises. These 
basic assumptions will be tested periodically during the course of the 
project's 5-year implementation, with a final evaluation planned prior to the 
PACD . 

Early on in project implementation arrangements will be made to 
secure the services of an evaluation planning/design specialist from AID 
Washington or elsewhere. This individual will collect the preliminary 
baseline data, and establish evaluation criteria for the subsequent mid-course 
and final project appraisals. Funding for the estimated 4 weeks of services 
will come from either the Mission or AID/Washington operating expense budget. 

Annual progress evaluations will be carried out by a joint 
Panamanian (e .g., COAGRO, IPACOOP, BDA) and AID (USAID/Panama, Project 
Consultants) team, beginning one year following satisfaction of conditions 
precedent, and at approximately 12-month intervals thereafter. Every effort 
will be made to schedule the annual progress evaluations so that the results 
can be integrated with preparation of the yearly operational plans and the 
implementation process itself. Progress evaluations will (1) assess and 
analyze actual progress made in achieving planned outputs and objectives; (2) 
examine the timeliness and quality of inputs provided by the participating 
host country institutions and AID; (3) identify and recommend remedial action 
for implementation problems encountered; (4) assess the Project's original 
design in light of the above factors, to determine if it conforms to reality 
or requires some alteration; and ( 5 )  ensure that actions are taken to 
fncorporate evaluation results into the implementation plan. 

An in-depth progress evaluation will be undertaken between 18 months 
and 2 years following satisfaction of conditions precedent. This mid-course 
assessment will be done by an outside consultant(s) not directly involved in 
the project. The purpose of this evaluation will be to obtain an independent 
appraisal of the project's progress and continued validity at such time that 
tliere has been sufficient activity to measure as well as sufficient time 
remaining to effect any course corrections that may be necessary. 



The final evaluation will also be carried out by an outside 
consultant and will (1) assess the degree to which the activity has achieved 
its planned purpose and outputs; (2) measure what impact the project has had 
on the various beneficiary groups; and (3) identify lessons learned for 
possible application on similar projects in Panama or elsewhere. The final 
evaluation report will be submitted to USAID no later than 30 days prior to 
the Project PACD for review and discussion with those host country 
institutions and officials connected with the activity. 

A total of $100,000 from loan funds is programmed for the 
Agricultural Cooperative Marketing Project evaluations as follows: 

Source of Estimated 
Type of Assessment Technical Assistance Cost 

1. Baseline Data Collection/ AID/USDH or outside $ 3,000 
Evaluation Planning consultant 

Annual Progress Evaluations - 
-- no additional funding 
anticipated. Associated 
costs (e.g., reproduction, 
in country travel etc) will 
be borne by USAID and the 
other participating Panamanian 
institutions 

3. Mid-Course Progress Evaluation Outside Consultant(s) $35,000 

4. Final Evaluation Outside Consultant (s) $62,000 

Conditions, Covenants and Negotiating Status 

Conditions Precedent to Execution of Project Agreement 

Prior to the execution of the Project Agreement, the Cooperating 
Country shall, except as AID may otherwise agree in writing, furnish, in form 
and substance satisfactory to AID evidence that: 

(a) it will guarantee COAGRO1s external financing during the 
period of the project. 

(b) it has replenished the Cooperative Development Revolving 
Fund in the BDA for long-standing delinquent subloans under the Rural 
Cooperative Development Project (525-T-041). 



(c) long standing delinquent subloans under the Rural 
Cooperative Development Project (525-T-041) have been declared bad debts by 
the RDA. 

Condition Precedent to First Disbursement 

Prior to any disbursement, or the issuance of any commitment 
document under the Project Agreement, except for short term technical 
assistance to assit in preimplementation organization or as AID may otherwise 
agree in writing, the Cooperating Country shall furnish, in form and substance 
satisfactory to AID, evidence that it has repaid COAGRO the entire outstanding 
halance of $1.0 million in delinquent debts. 

3. Condition Precedent to Disbursement for Lending Under the 
Marketing Credit and Infrastructure Fund 

Prior to any disbursement, or the issuance of any commitment 
documents under the Project Agreement to finance lending activities under the 
Marketing Credit and Infrastructure Fund, Panama shall, except as AID may 
otherwise agree in writing, furnish in form and substance satisfactory to AID, 
evidence that COAGRO is taking measures to restructure its organization in 
order to improve its financial management and general operations, to include 
revising its cost accounting system to establish cost/profit centers. 

4. Covenants 

The Cooperating Country shall covenant that, unless AID 
otherwise agrees in writing: 

(1) it will cause COAGRO to provide an adequate reserve for bad 
debts reflected in its 1985 financial statements and thereafter. 

5. Negotiating Status 

The above specified Conditions and Convenants have been reviewed 
by and discussed with the participating host country institutions. USAID/ 
Panama is confident that final negotiations can be satisfactorily concluded by 
allow signing of the Project Agreement during April 1984. 
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CERTIFICATION PURSUANT TO SECTION 611(e) 
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED 

I, Robin Gomez, the principal officer of the Agency for International 
Development in Panama, having taken into consideration among other 
factors, the maintenance and utilization of development projects in 
Panama previously financed or assisted by the United States, do hereby 
certify that, in my judgment, Panama has the technical capability and the 
physical, financial, and human resources to utilize and maintain 
effectively the proposed loanlgrant of Eight Million Three Hundred 
Thousand United States dollars ($8,300,0000) from the Government of the 
United States of America to the Government of Panama to strengthen 
Panama's agricultural cooperative system to better serve an expanded 
membership with a wider range of services, especially in the area of 
product marketing. 

This judgment is based on the facte presented in this Project Paper 
and the Mission's previous experience with the cooperative movement in 
Panama and the implementation experience exhibited by the Autonomous 
Institute of Panamanian Cooperatives (IPACOOP), as well ae loans to other 
Government of Panama agencies. 

Robin Gomez G 
Director, ~SAIDl~anama 

I / W / P Y  
Date 



Annex I 
EXHIBIT B 
Page 1 of 2 2  Pages 

5C (1) - COUNTRY CHECKLIST 

L i s t e d  below a r e  s t a t u t o r y  
c r i t e r i a  a p p l i c a b l e  g e n e r a l l y  t o  
FAA funds ,  and c r i t e r i a  
a p p l i c a b l e  t o  i n d i v i d u a l  fund 
s o u r c e s :  Development A s s i s t a n c e  
and Economic Suppor t  Fund. 

A. GENERAL C R I T E R I A  FOR COUNTRY 
ELIGIBILITY 

1. FAA Sec. 481; FY 1984 -- 
E n t i n u i n q  Reso lu t ion .  
Has i t  been de te rmined  
o r  c e r t i f i e d  t o  t h e  
Congress  by t h e  
P r e s i d e n t  t h a t  t h e  
government of  t h e  
r e c i p i e n t  c o u n t r y  has  
f a i l e d  t o  t a k e  adequa te  
measures o r  s t e p s  t o  
p r e v e n t  n a r c o t i c  and 
p s y c h o t r o p i c  d r u g s  o r  
o t h e r  c o n t r o l l e d  s u b s t a n c e s  
( a s  l i s t e d  i n  t h e  s chedu le s  
i n  s e c t i o n  202 of  t h e  
Compre h e n s i v e  Drug Abuse 
and P r e v e n t i o n  C o n t r o l  
A c t  o f  1971) which a r e  
c u l t i v a t e d ,  produced o r  
p roces sed  i l l i c i t l y ,  
i n  whole o r  i n  p a r t ,  i n  
such  c o u n t r y  o r  t r a n s p o r t e d  
th rough such c o u n t r y ,  from 
be ing  s o l d  i l l e g a l l y  w i t h i n  
t h e  jurisdiction of such 
c o u n t r y  t o  Uni ted  S t a t e s  
Government p e r s o n n e l  o r  
t h e i r  dependents  o r  from 
e n t e r i n g  t h e  Uni ted  S t a t e s  
u n l a w f u l l y ?  

2 .  FAA Sec.  6 2 0 ( c ) .  I f  
a s s i s t a n c e  i s  t o  a  
government,  i s  t h e  
government l i a b l e  a s  
d e b t o r  o r  u n c o n d i t i o n a l  
g u a r a n t o r  on any d e b t  t o  
a  U.S. c i t i z e n  f o r  goods 
o r  s e r v i c e s  f u r n i s h e d  o r  
o r d e r e d  where ( a )  such  
c i t i z e n  h a s  exhaus t ed  
a v a i l a b l e  l e g a l  remedies  
and ( b )  t h e  d e b t  i s  n o t  
den ied  o r  c o n t e s t e d  by 
such  government? 

No. 

No. 
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3. F A A  Sec. 620(e) (l).. If 
assistance is to a 
government, .has it 
(including government 
agencies or subdivisions) 
taken any action which 
has the effect of 
nationalizing, 
expropriating, or 
otherwise seizing 
ownership or control of 
property of U.S. citizens 
or entities beneficially 
owned by them without 
taking steps to discharge 
its obligations toward 
such citizens or entities? 

4 .  FAA SeC. 532(~), 620(2), 
620(f), 6 2 0 ~ ;  FY is82 
kDDroDriation ~ c t  Secs. 

- I  

512 and 513. Is 
recipient country a 
Communist country? Will 

L 

N o .  

assistance be provi.ded ... , ,- to. -.. - = .  . - 
Angola, Cambodia, Cuba, 
Laos., Vietnam, Syria, 
Libya, Iraq, or south 
Yemen? Will assistznce 
be provided to 
kfghznistan or Mozambique 
without a waiver? 

5. ISDCh of 1981 Secs. 724. . ~ ~~ - .  
727 and 730. For - 
specific restrictions on 
assistance to Nicaragua, 
see Sec. 724 of the ISDCA 
of 1981. For specific 
restrictions on 
assistance to El 
Szlvador, see Secs. 727 
and 730 of the ISDCA of 
1981. 

6. F A A  Sec. 6 2 0 ( j ) .  Has the 
country permitted, or 
failed to take adequate 
measures to prevent, the 
damage or destruction by 
mob action of U.S. 
property? 

N o .  

N o .  

b 



AN,NEX I 
EXHIBIT B 
Page 3 of 22 Pages 

FAA S e c .  6 2 0 ( 1 ) .  Has  t h e  
c o u n t r y  f a i l e d  t o ' e n t e r  
i n t o  a n  a g r e e m e n t  w i t h  
O P I C ?  

FAA Sec. 6 2 0 ( 0 ) ;  
 ish her men's P r o t e c t i v e  
~ c t  o f  1 9 6 7 ,  a s  a m e n d e d ,  
S e c .  5 .  ( a )  H a s t h e  
c o u n t r y  s e i z e d ,  o r  
i m p o s e d  a n y  p e n a l t y  o r  
s a n c t i o n  a g a i n s t ,  a n y  
u.S. f i s h i n g  a c t i v i t i e s  
i n  i n t e r n a t i o n a l  waters?  

( b )  I f  s o ,  h z s  a n y  
d e d u c t i o n  r e q u i r e d  by  t h e  
F i s h e r m e n ' s  P r o t e c t i v e  
~ c t  b e e n  made? 

FAA S e c .  620 (9): FY 1 9 8 2  
A ~ ~ r o ~ r i a t i o n  A c t  S e c .  
5 1 7 .  ( a )  Bas t h e  -- 
g o v e r n m e n t  o f  t h e  
r e c i p i e n t  c o u n t r y  been i n  
d e f a u l t  f o r  m o r e  th-~1. '  sif 
m o n t h s  o n  i n t e r e s t  o r  
p r i n c i p a l  o f  a n y  AID l o a n  
t o  t h e  c o u n t r y ?  ( b )  Has 
t h e  c o u n t r y  b e e n  i n  
d e f a u l t  f o r  m o r e  t h a n  o n e  
y e a r  on  i n t e r e s t  o r  
p r i n c i p a l  o n  a n y  U.S. 
l o a n  u n d e r  a p r o g r a m  f o r  
w h i c h  t h e  a p p r o p r i a t i o n  
b i l l  a p p r o p r i a t e s  f u n d s ?  

F A R  S e C .  6 2 0 ( ~ ) .  I f  - 
c o n t e m p l a t e d  a s s i s t a n c e  
is d e v e l o p m e n t  l o a n  o r  
f r o m  E c o n o m i c  S u p p o r t  
F u n d ,  h a s  ' t h e  
A d m i n i s t r a t o r  t a k e n  i n t o  
a c c o u n t  t h e  amount  of  
f o r e i g n  e x c h a n g e  o r  o t h e r  
r e s o c r c e s  w h i c h  t h e  
c o u n t r y  h a s  s p e n t  o n  
m i l i t a r y  e q u i p m e n t ?  
( R e f e r e n c e  may be made t o  
t h e  a n n u a l  " T a k i n g  i n t o  

: ,, 

No. 

No. 

No. 

Yes. 
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Consideration" memo: - 
'Yes, taken into account 
by the Administrator at 
time of approval of 
Agency OYB.' This 
approval by the 
Administrator of the 
Operational Year Budget 
can be the basis for an 
affirmative answer during 
the fiscal year unless 
significant changes in 
circumstances occur.) 

11. FA& Sec. 620(t). Has the 
country severed 

No. 

diplomatic relations with . 
the United States? If 
so, have they been 
resumed and have new 
bilateral assistance 
agreements been 
negotiated and entered 
into since such 
resumption? 

-a ..n- .-. O 
. I  

- - *  . - 
F A A  Sec. 620(u). What is 
the payment status of the . Panama is n o t  i n  a r r e a r s  i n  
country's U . N .  i ts  - u . N .  o b l i g a t i o n s .  
obligations? If the 
country is in arrears, 
were such arrearages 
taken into account by the 
AID Administrator in 
determining the current 
AID Operational Year 
Budget? (Reference mey 
be made to the Taking 
into Consideration memo.) 

No. 

granting sanctuary from 
prosecution to, any 
individual or group which 
has conlmitted an act of 
international terrorism? 
Has the country aided or 
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abetted, by granting. 
sanctuary from 
prosecution to, any 
individual or group which 
has committed a war crime? 

14. FAA Sec. 666. Does the 
country object, on the 
basis of race, religion, 
national origin or s e x ,  
to the presence of any 
officer or employee of 
the U.S. who is present 
in such country to carry 
out economic development 
programs under the FAA? 

15. F A A  Sec.  669, 670. Has 
the country, after August 
3, 1977, delivered or 
received nuclear .' 
enrichment or 
reprocessing equipment, 
materials, or technology, 
without specified . . -,. w 

arrangements or -- - - .  
safeguards? Bas it 
transferred a nuclear 
explosive device to a 
non-nuclear weapon state, 
or if such a state, 
either received or 
detonated e nuclear 
explosive device, after 
August 3 ,  1977? (FAA 
Sec. 620E permits a 
specizl waiver of Sec. 
669 for Pakistan.) 

6 ISDCh of 1981 Sec. 720. 
Was the country 
represented at- the 
Meeting of Ministers of 
Foreign Affairs and Heads 
of Delegations of the 
Non-Aligned Countries to 
the 36th Gencral Session 
of the General Assembly 
of the U.N. of Sept. 25 
and 28, 1981, and failed 

; .: 

N o .  

. , 
No. 

N o .  



to disassociate itself' 
from the connunique 
issued? If so, has the 
president taken it into 
account? (Reference may 
be made to the Taking 
into Consi.deration memo. ) 

7 X'SDC?. o f  1981 Scc. 721. 
See special requirements 
for zssistance to Baiti. 

18. FY 1984 Continuing 
Resolution. ilas the 
recipient country been 
determined by the President 
to have engaged in a 
consistent pattern of 
opposition to the foreiqn 
policy of the United States? 

B.  FUKDING SOURCZ C R I T E R I A  FOR 
~ O U H T X V  E L I G L Z I L I T ?  

1. Develounent Assistance --- . --.-- A-. 
C o u n ~ r v  Criteria. 

2, FAA Sec. 116. Has the 
Departsent of State 
determined that this 
government has engzged in 
a consistent pattern of . . . . . ' " . 
gross violations OL 
internztionally 
recosnized h u n z n  right-s? 
I£ so, c a n  it be 
demonstrated that 
conten212ted essistance 
will directly benefit the 
needy? 

2. Econonic Support Fund 
Country Criterla 

a. FAA Sec. 502B. Mas 
it been determined that 
the country has engaged 
in a consistent pattern , 

of gross violztions of 
i n t e r n a t i o n a l l y  
recognized human rights? 
~f S O ,  has the country 
made s l t c h  si g n i  f i c i ~ n t .  
irnprovenents in its hurrl~~n 
rights record thzt 
furnishing such 

No. 

No. 
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b .  I S D C X  o f  1 9 8 1 ,  Sec. 
7 2 5 7 b ) . 1 f  E S F  i s  t o  be ---- 
f u r n i s h e d  t o - A r g e n t i n a ,  
h a s  t h e  p r e s i d e n t  
c e r t i f i e d  t h a t  (1) t h e  
G o v t .  of A r g e n t i n a  h a s  " 
made c5 g n i f i c a n t  p r o g r e s s  
i..n h u n ~ a n  r i g h t s ;  a n d  ( 2 )  
t h a t  t h e  p r o v i s i o n  o f  
s u c h  a s s i s t a n c e  i s  i n  t h e  
n a t i o n a l  i n t e r e s t s  of t h e  
U.S.? 

c. TSDCA of 1 9 8 1 ,  SeC. 
7 2 6  (b). If E S F  . . -- 
a s s i s t a n c e  i s  t o  be 
f u r n i s h e d  t o  C h i l e ,  h a s  
t h e  P r e s i d e n t  c e r t i f i e d  
t h a t  (1) t h e  G o v t .  of 
C h i l e  h a s  made 
s i g n i f  j - c a n t  p r o g r e s s  i n  
human r i g h t s ; .  ( 2 )  i t  i s  
i n  t h e  n a t i o n a l  i n t e r e s t  
of  t h e  U.S.: a n d  ( 3 )  t h e  . . 
c o v t .  o f  c h i l e  j.s nq$-. . . - - 
a i d i n g  i n t e r n e t i o n a l  
t e r r o r i s m  a n d  h a s  t a k e n  
s t e p s  t o  b r i n g  t o  j u s t i c e  
t h o s e  i n d i c t e d  i n  
c o n n e c t i o n  w i t h  t h e  
m u r d e r  o f  Or l z n d o  
L c t e l i e r ?  
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SC(2) PROJECT CHECKLIST 

~ i s t e d  below are statutory 
criteria applicable .to projects. 
This section is divided into two 
parts. Part A. includes criteria 
zpplicable to all projects. part 
B. applies to projects funded 
from specific sources only: B.1. 
applies to all projects funded 
with Development Assistance 
Funds, B . 2 .  epplies to projects 
funded with Development 
Assistance loans, and B.3. 
applies to projects funded from 
ESF. 

CROSS R Z F E R E N C E S :  IS COUNTRY 
CHECKLIST UP 
TO DATE? HAS 
STANDARD ITEM 
CHECKLIST BEEN 
REVIEWED FOR 
THI S PROJECT? 

A .  - GENERAL CRITERIA FOR PROJECT 

Sec. 523;'~hb'Sec. 634.A; 
-~ec. 6 5 3 ( b l .  

(a) Describe how 
authorizing and appro- 
priations committees of 
Senate and House have 
been or will be notified 
concerning the project; 
(b) is assistance within 
(Operational Year Budget) 
country or international 
organization allocation 
reported to Congress (or 
not more than $1 million 
over that amount)? 

Yes. 

a )  The ' p r o j e c t  was inc luded  i n  t h e  
A I D  FY 1984 Congress iona l  P resen t -  
a t i o n  a s  a  proposed $6.0 m i l l i o n  
l o a n / $ 1 . 5  m i l l i o n  g r a n t  w i t h  an 
i n i t i a l  o b l i g a t i o n  i n  FY 1983. 

b) FY 1984 OYB l e v e l s  had n o t  been 
r ece ived  a t  d r a f t i n g  s t a g e  of t h e  
p r o j e c t  paper.  

2. FAA Sec. 611(a)(l). prior 
to obligation in excess 
of $100,00, will there be 
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(a) engineering, finan- 
cial or other plans 
necessary to carry out 
the assistance and (b) a 
reasonably firm estimate 
of the cost to the U.S. 
of the assistance? 

Y e s .  

FAA SeC. 611(a)(2). If 
further legislative 
action is required within 
recipient country, what 
is basis for reasonable 
expectation that such 
action will be completed 
in time to permit orderly 
accomplishment of purpose 
of the assistance? 

. . 4 .  F A A  Sec. 6ll(b); FY 1982 
Appropriction ~ c t  Sec. 
501. If for water or 

N /A 
- 
water-related land 
resource construction, 
has project met thxg"l & ' . 
standards 2nd criteria a s  
set forth in the 
Principles and Standards 
for Planning Water and 
Related Land Resources, 
dated October 25, 1973? 
( S e e  AID Handbook 3 for 
new guidelines.) 

5 .  F A A  Sec. 611(e). If 
project is capital 
assistance ( e . g . ,  
construction), and all 
U.S. zssistance for it 
will exceed $1 million, 
has Mission Director 
certified and Regional 
Assistant Administrator 
taken into consideration 
the count.ryls capability 
effcctivcly to maintain 
a n d  utilize the project? 

Y e s .  
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6. FAA Sec. 209. Is project 
susceptible to execution 
as part of regional or 
multilateral project? If 
so, why is project not so 
executed? Information 
and conclusion whether 
assistance will encourage 
regional development 
programs. 

7. FAA Sec. 60l(a). 
Information and 
conclusions whether 
project will encourage 
efforts of the country 
to: (a) increase the 
flow of internztional 
trade; (b) foster private 
initiztive and 
competition; and (c) 
encourage developnent and 
use of cooperatives, and 
credgt unions, and -.-.-- . - * .  
savings and loan 
zssociations; (d) 
discourage monopolistic 
practices; (e) improve 
technic21 efficiency of 
industry, agriculture and 
commerce; and (f) 
strencjthen free labor 
unions. 

No. 

The p r o j e c t  is des igned  t o  s t r e n g t l l e n  
Panama's a g r i c u l t u r a l  c o o p e r a t i v e  
sys t em,  which w i l l  i n  t u r n  encourage  
p r i v a t e  i n i t i a t i v e ,  c o m p e t i t i o n ,  
and imprdvement of t e c h n i c a l  
e f f i c i e n c y  i n  a g r i c u l t u r a l  commerce. 
The re  w i l l  b e  no  impact  on f r e e  
l a b o r  un ions .  

8. FAA Sec. 601(b). 
Information and 
conclusions on how 
project will encourage 
U.S. private trade and 
investment abroad and 
encourage private U.S. 
participation in foreign 
assistance programs 
(including use of private 
t r a d e  channels and the 
services >of U.S. private 
enterprise). 

P r o j e c t  is t a r g e t e d  f o r  Panamanian 
p r i v a t e  s e c t o r .  U.  S .  p r i v a t e  
s e c t o r  i s  f r e e  t o  p a r t i c i p a t e  w i t h  
Panamanian c o o p e r a t i v e s  i n '  j o i n t  
v e n t u r e ,  b u t  t h i s  i s  n o t  expected. 
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F A A  Sec. 612(b), G36(h); 
FY 1982 Appropriation. 
A c t  Sec. 507. .Describe 
steps teken to assure 
that, to the maximum -. 
extent possible, the 
country is contributing 
local currencies to meet 
the cost of contractual 
and other services, and 
foreign currencies owned 
by the U.S. are utilized 
in lieu of dollars. 

F A A  Sec. 612(d). Does -- 
the U.S. own excess 

Not a p p l i c a b l e .  The currency 
used i n  Panama is t h e  U. S. Dol la r  
a l though i t  is denominated a 
"Balboa". There is no U. S. owned 

.. l o c a l  currency.  

foreign currency of the 
country and, if so, what 
arrangements have been 
m z d e  for its release? 

FAA Sec. 601(e). Will - Yes 
t h ~  project utilize 
conipetitive selection for the ..'d<.4' = " I .: 
procedures 
awarding of contracts, 
except where applicable 
pr~curement rules allow 
otherwise? 

FY 1982 Appropriation Act - 
Set. 521. If assistance --- 
is for the production of 
any commodity for export, 
is t - h e  commodity likely 
to be in surplus on world 
markets at the time the 
resulting productive 
capacity becomes 
operative, and is such 
assistance likely to 
cause substantial injury 
to U.S. producers of the 
same, similar or 
competing commodity? 

FAA 118(cl and (dl. 

No!. . 

Does the project cornply 
with the environm~ntal 
procedures set fo.,th in 
AID Regulation 16? ~ o e s  

Yes. 
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t h e  p r o j e c t  o r  program 
t a k e  i n t o  c o n s i d e r a t i o n  
t h e  problem of t h e  des -  
t r u c t i o n  of ' t r o p i c a l  
f o r e s t s ?  

4 .  F A A  1 2 1  ( d ) .  - I f  a Sahe l  
p r o j e c t ,  h a s  a  de te rmina-  
t i o n  been made t h a t  t h e  
h o s t  government hzs an 
a d e q u a t e  system f o r  
accoun t ing  f o r  and 
c o n t r o l l i n g  r e c e i p t  and 
e x p e n d i t u r e  of p r o j e c t  
funds  ( d o l l a r s  o r  l o c a l  
c u r r e n c y  g e n e r a t e d  
t h e r e f r o m ) ?  

B .  F U N D I N G  C R I T E R I A  FOR PROJECT 

1. Development A s s i s t a n c e  
~ r o j e c t  C r i t e r i z  -- 

a .  --- FAA S ~ C .  1 0 2 ( ~ ~ 7 1 1 1 ~ ; -  
3  a .  Excent t o  
which a c t i v i t y  w i l l  ( a )  
e f f e c t i v e l y  i n v o l v e  t h e  
poor i n  development,  by 
ex t end ing  a c c e s s  t o  
economy a t  l o c a l  l e v e l ,  
i n c r e a s i n g  l a b o r - i n t e n -  
s i v e  p r o d u c t i o n  and t h e  
u se  of a p p r o p r i a t e  
t e c h r l o l o q y ,  s p r e a d i n g  
i n v e s t n ~ c n t  o u t  from 
c i t i e s  t o  sma l l  towns and 
r u r a l  a r e a s ,  and i n s u r i n g  
v i d e  p a r t i c i p a t i o n  of t h e  
poor i n  t h e  b e n e f i t s  of 
developinent on a s u s -  
t a i n e d  b a s i s ,  u s i n g  t h e  
a p p r o p r i a t e  U . S .  i n s t i -  
t u t i o n s ;  ( b )  h e l p  deve lop  
c o o p e r a t i v e s ,  e s p e c i a l l y  
by t e c h n i c 2 1  a s s i s t a n c e ,  
t o  a s s i s t  r u r a l  and urban 
poor t o  h e l p  themse lves  
toward b e t t e r  l i f e ,  a n d  

- 
-6)' (b) ( c )  (d )  y e s  
The r a t i o n a l e  f o r  t h i s  p r o j e c t  i s  t o  
develop  a mechanism through which s m a l l  
and medium s i z e  r u r a l  farm f a m i l i e s  
can more f u l l y  p a r t i c i p a t e  i n  
Panama's marke t  economy. The GOP and 
U S A I D  Panama have  i d e n t i f i e d  t h e  r u r a l  
c o o p e r a t i v e  sys tem a s  t h e  most 
a p p r o p r i a t e  mechanism through which 
t o  a c h i e v e  t h i s  o b j e c t  i v c .  

( c )  no e f f e c t .  
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o t h e r w i s e  encouraye 
democrk t ic  p r i v k t e  a n d  
l o c a l  governmental  
i n s t i t u t i o n s ;  ( c )  suppo r t  
t h e  s e l f - h e l p  e f f o r t s  af 
deve lop ing  c o u n t r i e s ;  ( d )  
promote t h e  p a r t i c i p a t i o n  
of women i n  t h e  n h t i o n a l  
econornies of deve lop ing  
c o u n t r i e s  and t h e  
improvement of  women's 
s t a t u s ;  a n d  ( e )  u t i l i z e  
a n d  encourage r e g i o n a l  
c o o p e r a t i o n  by developing 
c o u n t r i e s ?  

b. - F A A  Sec. 103,  103AI 
104,  105 ,  1 0 6 .  Does t h e  - 
p r o j e c t  f i t  t h e  c r i t e r i a  
f o r  t h e  t y p e  of f unds  
( f u n c t i o n a l  a c c o u n t )  
being u s e d ?  " 

c.  FA;: Sec.  1 0 7 .  Is 
emphasis 01) .use of;;appro* '- 

p x i a t e  technology 
( r e l a t i v e l y  s m a l l e r ,  
co s t - s av ing ,  l abor -us ing  
t e c h n o l o g i e s  t h a t  a r e  
cjencre1l.y most appro- 
p r i a t e  f o r  t h e  sma l l  
f zrms ,  s m a l l  b u s i n e s s e s ,  
a n d  s r , l a l l  incom'es o f  t h e  
poor  ) ? 

d .  F A A  Sec.  1 1 0 ( a ) .  Will -. 
t h e  r e c i p i e n t  count ry  
p rov ide  a t  l e a s t  2 5 % o f  
t h e  c o s t s  of t h e  program, 
p r o j e c t ,  o r  a c t i v i t i y  
wi th  r e s p e c t  t o  w h i c h  t h e  
a s s i s t a n c e  is  t o  be 
f u r n i s h e d  ( o r  i s .  t h e  
l a t t e r  cos t - sha r ing  
requirement  being waived 
f o r  a " r e l a t i v e l y  l e a s t  
developed"  c o u n t r y ) ?  

Yes. . 

i p s r o p r i a t e  technologies t h a t  
help earn a p r o f i t  w i l l . . be  employed. 

Yes, Panama's cont r ibu t ion  exceeds 
25% of the t o t a l  cos t s  of the  Project .  

BEST AVAILABLE COPY 
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e .  FAA Sec. 11O(b).  
W i l l  g r an t  c a p i t a l  
a s s i s t a n c e  be d isbursed  
f o r  p r o j e c t  over more 
than 3 years?  I f  s o ,  has 
j u s t i f i c a t i o n  s a t i s -  
f 'actory t o  Congress been 
made, and e f f o r t s  f o r  
o ther  f inanc ing ,  or i s  
t h e  r e c i p i e n t  country 
" r e l a t i v e l y  l e a s t  
developed"? (M.O. 1232.1 
def ined  a  c a p i t e l  pro-jdct 
a s  " t h e  cons t ruc t ion ,  
expansion, equipping or  
a l t e r a t i o n  of a  phys ica l  
f a c i l i t y  or f a c i l i t i e s  
f inanced by A I D  d o l l a r  
assistance of n o t  less 
than S100,000, inc luding  
r e l a t e d  advisory ,  
managerial and t r a i n i n g  
s e r v i c e s ,  and n o t '  under- 
taken a s  p a r t  of a-'-' - z ,  . . - - - 

- t  

p r o j e c t  of a predom- 
t n a n t l y  t e c h n i c a l  
a s s i s t a n c e  c h a r a c t e r . "  

No g r a n t  f unds  w i l l  b e  u t i l i z e d  
f o r  c a p i t a l  a s s i s t a n c e .  

. F2.A Sec. 122(b). Does 
t h e  a c t i v i t y  g ive  
reasonable promise of Yes. 
c o n t r i b u t i n g  t o  the  
development of economic 
resources ,  or t o  t h e  
i n c r e z s e  of product ive 
c a p a c i t i e s  and se l f - sus -  
t a i n i n g  economic growth? 

FAA Sec. 281.(b). - 
Describe e x t e n t  t o  which 
program recognizes  t h e  
p a r t i c u l a r  needs, 
d e s i r c s ,  and c a p a c i t i e s  
of the  people of t h e  
country;  u t i l i z e s  t h e  
c o u n t r y ' s  i n t e l l e c t u a l  
resources  t o  encourage 

The P r o j e c t  is b a s e d  on a .  
comprehens ive  s t u d y  o f  t h e  a g r i -  
c u l t u r a l  c o o p e r a t i v e  sys tem.  It is 
des igned  t o  c o n t r i b u t e  d i r e c t l y  t o  
c o o p e r a t i v e  members' a b i l i t y  t o  
p a r t i c i p a t e  more f u l l y  i n  t h e  marke t .  
and  p o l i t i c a l  p r o c e s s e s .  
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- institutional development; Technical  a s s i s t a n c e  and t r a i n i n g  
and supports civil w i l l  d i r e c t l y  c o n t r i b u t e  towards 
education and training in t h e  s t r e n g t h e n i n g  of t h e  p r i v a t e  
skills required for and p u b l i c  s e c t o r  i n s t i t u t i o n s  
effective participation' in t h a t  make up t h e  coopera t ive  

system. governmental processes 
- .  esential to self-government. 

2. Development Assistance Project 
Criteria (Loans Only) 

a. FAA Sec. 122(b). 
Information and conclusion USAID review has  concluded t h a t  

- -  ‘ on capacity of the country t h e  GOP has  the  c a p a c i t y  t o  repay 
to repay the loan, at a the  loan.  

reasonable rate of interest. . - 

b. FAA Sec. 620(d). If 
assistance is for any 
productive enterprise which N / A  
will compete with U.S. 
enterprises, is there an 
agreement by the recipient ---*-. 

. . country to prevent exporf 
to the U.S. of more than 
20% of the enterprise's 
annuel production during 
the life of the loan? 

c. I S D C A  of 1981, Sec. 724 
(c) and (d). If for 

,. Nicaragua, does the loan 
agreement require that the 
funds be used to the 
maximum extent possible for 
the private sector? Does 
the project provide for 
monitoring under FAA Sec. 
624(g)? 

3. Economic Support Fund 
Project Criteria 

a. FAA S e c .  .531(a). Will 
this assistance proaote 
economic or political 



s t a b i l i t y ?  TO t h e  ex t en t  
p o s s i b l e ,  does i t  r e f l e c t  
t h e  po l i cy  d i r e c t i o n s  of 
FAA Sec t ion  102? 

b. F u  Sec. 5 3 1 ( c ) .  W i l l  
a s s i s t a n c e  under t h i s  
chapter  be used fo r  
m i l i  t z r y ,  or pa r ami l i t a ry  
a c t i v i t i e s ?  

c .  FAA Sec. 534. W i l l  ESF 
funds be used t o  f inance  
t h e  cons t ruc t i on  of t h e  
opera t ion  or maintenance N /A 
o f ,  or t he  supplying of 
f u e l  f o r ,  a  nuclear  
f a c i l i t y ?  I f  s o ,  has  the  
p r e s iden t  c e r t i f i e d  t h a t  
such u s e  of funds i s  
ind i spensab le  t o  
nonp ro l i f e r a t i on  
ob j ec t i ve s?  

- = d ,  FAA S e c .  6 0 9 .  If.;---.: - =  
- - - - 

commodities a r e  t o  be N /A 
granted  so  t h a t  s a l e  
proceeds w i l l  accrue  t o  
t he  r e c i p i e n t  coun t ry ,  
have s p e c i a l  Account 
( c o u n t e r p a r t )  
arrangements been made? 

ANNEX I 
EXHIBIT B 
P a g e  1 6  of 22  P a g e s  



ANNEX I 
EXHIBIT B 
Page 17 of 22 Pages 

5 C ( 3 )  - STANDARD ITEM CHECKLIST 

L i s t e d  b e l o w '  a r e  t h e  s t a t u t o r y  
items w h i c h  n o r m a l l y  w i l l  b e  
c o v e r e d  r o u t i n e l y  i n  t h o s e  ' 

p r o v i s i o n s  o f  a n  a s s i s t a n c e  
a g r e e m e n t  d e a l i n g  w i t h  i ts  
i m p l e m e n t a t i o n ,  o r  c o v e r e d  i n  t he  
a g r e e m e n t  by i m p o s i n g  l i m i t s  o n  
c e r t a i n  u s e s  o f  f u n d s .  

T h e s e  i tems a r e  a r r a n g e d  u n d e r  
t h e  g e n e r a l  h e a d i n g s  of  ( A )  
P r o c u r e m e n t ,  (B) C o n s t r u c t i o n ,  
a n d  ( C )  O t h e r  R e s t r i c t i o n s .  

P r o c u r e m e n t  

1. FAA S e c .  6 0 2 .  Are the re  
a r r a n g e i n e n t s  t o  p e r m i t  
U . S .  s m a l l  b u s i n e s s  t o  
p a r t i c i p a t e  e q u i t a b l y ' i n  
t h e  f u r n i s h i n g  o f  
c o m m o d i t i e s  and s e r v i c e s  
f i n e n c e d ?  

2 .  FAA S e c .  6 0 4 ( a ) .  1 ~ a l J  
p r o c u r e m e n t  b e  f r o m  t h e  
U . S .  e x c e p t  a s  o t h e r w i s e  
d e t e r m i n e d  by t h e  
P r e s i d e n t  o r  u n d e r  
d e l e g a t i o n  f r o m  h i m ?  

3. FAA SeC.  6 0 4 ( d ) .  I f  t h e  
c o o p e r 2 T T i T g c o u n  t r y  
discriminates a g a i n s t  
marine  insurance  
c o m p a n i e s  a u t h o r i z e d  t o  
d o  b u s i n e s s  i n  t h e  U.S., 
w i l l  c o m m o d i t i e s  be 
i n s u r e d  i n  t h e  U n i t e d  
S t a t e s  a g a i n s t  m a r i n e  
r i s k  w i t h  s u c h  a company?  

4 .  -- FAA S e c ,  6 0 4 ( e ) ;  ISDCA o f  
1 9 8 0  Sec. 7 0 5 ( a ) .  I f  
o f f s h o r e  p r o c u r e m e n t  o f  

Yes. 

Panama does n o t  d i s c r i m i n a t e  
a g a i n s t  t h e  U. S.: 

a g r i c u l t u r a l  c o m m o d i t y  or 
p r o d u c t  2 s  t o  be 
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. . 
f i n a n c e d ,  i s  t h e r e  
p r o v i s i o n  a g a i n s t  such  
procurement .when t h e  
domest ic  p r i c e . o f  such 
commodity i s  less than  
p a r i t y ?  (Excep t ion  where 
commodity f i n a n c e d  cou ld  

. n o t  r easonab ly  be 
procured  i n  U.S.) 

5 .  FAA SeC. 6 0 4 ( g ) .  W i l l  
-- c o n s t r u c t i o n  o r  

eng inee r ing  s e r v i c e s  be 
procured from f i r m s  of 
c o u n t r i e s  o t h e r w i s e  
e l i g i b l e  under Code 941,  
bu t  which have a t t a i n e d  a 
compet i t i -ge  c a p a b i l i t y  i n  
i n t e r n a t i o n a l  marke t s  i n  
one or these a r e a s ?  

6 .  FAA Sec.  603. Is t h e  
sh ipp ing  excluded from 
compliznce w i t h  
requirement  i n  sect.i.on . . - i - - -. 
9 0 1 ( b )  of t h e  ~erdgB"n' t  -. * 

Marine Act of 1936,  a s  
amended, t h a t  a t  l e a s t  50 
per  centum of t h e  g r o s s  
tonnage of commodities 
(computed s e p a r a t e l y  f o r  
d ry  bulk c a r r i e r s ,  d r y  
ca rgo  l i n e r s ,  and 
t a n k e r s )  f i n a n c e d  s h a l l  
be t r a n s p o r t e d  o n  
p r i v a t e l y  owned U.S. f l a g  
conmercia l  v e s s e l s  t o  t h e  
e x t e n t  t h a t  such v e s s e l s  
a r e  a v a i l a b l e  a t  f a i r  and 
r easonab le  r a t e s ?  

7 .  FAA Sec.  621. I f  
t e c h n i c a l  a s s i s t a n c e  i s  
f i n a n c e d ,  w i l l  such 
a s s i s t a n c e  be f u r n i s h e d  
by p r i v a t e  e n t e r p r i s e  on 
a c o n t r a c t  b a s i s  t o  t h e  
f u l l e s t  e x t e n t  
p r a c t i c a b l e ?  I f  t h e  
f a c i l i t i e s  .of o t h e r  

Yes. 
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Yes. 

~ederal agencies will be 
utilized, are they 
particularly suitable,, 
not' competitive with 
private enterprise, and 
made available without , 
undue interference with 
domestic programs? 

8. International Air 
Transport. Fair 
Competitive Practices 
~ c t ,  1974. If air 
transportation of persons 
or property is financed 
on grant basis, will U.S. 
carriers be used to the 
extent such service is 
available? 

9. FY 1982 Appropriation Act 
Sec. 504. If the U . S .  .Yes 
~overnment is a party to 
a contract for 
procurement, does the 
contract contain a'=- -: v .  . -. 
provision authorizing 
termination of such 
contract for the 
convenjence of the United 
States? 

B. construction 

1. FAA Sec.  601(d). If 
capital ( e . g . ,  
construction) project, 
will U.S. engineering and , 
professional services to 
be used? 

2. FAA SeC. 611(c). If -- 
contracts for 
construction are to be 
financed, will they be 
let on a competitive 
basis to maximum extent 
practicable? 

Y e s .  
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3 .  FAA SeC. 6 2 0 ( k ) .  I f  f o r  
c o n s t r u c t i o n  o f  . 
p r o d u c t i v e  e n t e r p r i s e ,  
w i l l  a g g g r e g a t e  v a l u e  o f  
a s s i s t a n c e  t o  be 
f u r n i s h e d  by  t h e  U.S. n o t  
e x c e e d  $100 m i l l i o n  
( e x c e p t  f o r  p r o d u c t i v e  
e n t e r p r i s e s  i n  E g y p t  t h a t  
were d e s c r i b e d  i n  t h e  C P ) ?  

C.  O t h e r  R e s t r i c t i o n s  

1.  FA^ S e c .  1 2 2 ( b ) .  If 
d e v e l o p m e n t  l o a n ,  i s  
i n t e r e s t  r a t e  a t  l e a s t  2 %  
p e r  annum d u r i n g  g r a c e  
p e r i o d  a n d  a t  l e a s t  3% 
p e r  annum t h e r e a f t e r ?  

2 .  FAA S 5 c .  3 0 1 ( d ) .  I f  f u n d  
i s  e s t a b l i s h e d  s o l e l y  by 
U . S .  c o n t r i b u t i o n s  a n d  
a d m i n i s t e d  b y  a n  
i n t e r n a t i o a l  
orgclni  z a t i o n ,  does----- ..* 
C o m p t r o l l e r  G e n e r a l  h a v e  
a u d i t  r i g h t s ?  

FAA S e c .  6 2 0 ( h ) .  DO 
a r r a n g e m e n t s  e x i s t  t o  
i n s u r e  t h a t  U n i t e d  S t a t e s  
f o r e i g n  a i d  i s  n o t  u s e d  
i n  a  manner  w h i c h ,  
c o n t r a r y  t o  t h e  b e s t  
i n t e r e s t s  o f  t h e  U n i t e d  
S t a t e s ,  p r o m o t e s  o r  
a s s i s t s  t h e  f o r e i g n  a i d  
p r o j e c t s  or  a c t i v i t i e s  of  
t h e  Commun i s t -b loc  
c o u n t r i e s ?  

4 .  W i l l  a r r a n g e m e n t s  p r e c l u d e  
u s e  o f  f i n a n c i n g :  

a .  F A A  S e c .  1 0 4 ( f ) ;  FY 
1 9 8 2  h p p r o p r i a t i o n  Act 
Sec. 525:  (1) To p a y  f o r  
p e r f o r m a n c e  o f  a b o r t i o n s  
a s  a me thod  o f  f a m i l y  

Yes 

Yes 

Yes 



plznning or to motivate 
or coerce persons .to 
practice abortions; (2) 
to pay for performance of 
involuntary st'erilization' 
as method of family 
planning, or to coerce or 
provide financial 
incentive to any person 
to undergo sterilization; 
(3) to pay for any 
biomedical research which 
relates, in whole or 
part, to methods or the 
perf ormanbe of abortions 
or involuntary 
sterilizations as a means 
of family planning; (4) 
to lobby for abortion? 

b. FAA Sec. 620(g). To . . compensate owners for 
expropriated 'nationalized 
property? 

C. FAA SeC. 660.-PO -..o 

provide training or 
advice or provide any 
financial support for 
police, prisons, or other 
law enforcement forces, 
except for narcotics 
programs? 

d .  FAA Sec. 662. For 
CIA activities? 

e. FAA Sec. 636(i). For 
purchase, sale, long-term 
lease, exchange or 
guaranty of the sale of 
motor vehicles 
manufactured outside 
U.S., unless a waiver is 
obtained? 

f. FY 1982 Appropriation 
A c t ,  Sec,. 503. To Pav * - 
pensions, annuities, 
retirement pay, or 

Y e s .  

* - .  
Y e s  

Y e s  

Y e s  

Y e s  
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adjusted service 
compensation for military 
personnel? 

g. FY 1982 Appropriation 
Act, Sec. 505 .  To wav 
U.N. assessments, 
arrearages or dues? 

h. FY 1982 Appropriation 
Act, Sec. 506. To carry 
out provisions of FAA 
section 209(d) (Transfer 
of FAA funds to 
multilateral 
organizations for 
lending ) ?  

i. - FY 1982 ~ppropriztion 
Act, Sec .  510. To 
finance the export of 
nuclear equipment, fuel, 
or technology or to train 
foreign nationals in 
nuclear fields? 

-..a. - - * - -  . -  . - r -. - - .  
j. FY 1982 - kppro~rietion 
Act, Sec. 511. Will 
assistance be provided 
for the purpose of aiding 
the efforts of the 
government of such 
country to repress the 
legitimate rights of the 
population of such 
country contrary to the 
Universal Declaration of 
Human Rights? 

k. FY 1982 Appropriation 
Act, Sec. 515. -- To be 
used for publicity or 
propaganda purposes 
within U.S. not 
authorized by Congress? 

Y e s  

Y e s  

Y e s  

Y e s  
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DRAFT PROJECT AUTHORIZATION 

Name of Country: Panama 

Name of Project: Agriculture Cooperative Marketing 

Number of Project: 525-0222 

Loan Number: 

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended, 
I hereby authorize the Agriculture Cooperative Marketing Project for Panama 
involving planned obligations of not to exceed Five Million Nine Hundred 
Thousand United States Dollars ($5,900,000) in loan funds ("Loan" ) , and Two 
Million Three Hundred Thousand United States Dollars ($2,300,000) in grant 
funds ("Grant") over a five (5) year period from date of authorization, 
subject to the availability of funds in accordance with the AID OYB/allotment 
process, to help in financing foreign exchange and local currency costs for 
the project. 

2. The project ("Project") consists of assistance to strengthen Panama's 
agricultural cooperative system through: (i) support to the Institute of 
Panamanian Cooperatives (IPACOOP), the Federation of Agricultural Cooperatives 
(COAGRO) and the Agricultural Development Bank (BDA) to increase cooperative 
membership and improve marketing services provided to cooperative members, and 
(ii) the establishment of a Marketing Credit and Infrastructure Fund to 
provide marketing credit to cooperatives to finance marketing infrastructure 
and equipment and working capital for marketing activities. 

3. The Project Agreement, which may be negotiated and executed by the officer 
to whom such authority is delegated in accordance with AID regulation and 
Delegations of Authority, shall be subject to the following essential terms 
and covenants and major conditione, together with such other terms and 
conditions as AID may deem appropriate. 

a. Interest Rate and Terms of Repayment 

The Cooperating Country shall repay the Loan to AID in U.S. Dollars 
within ten (10) years from the date of first disbursement of the Loan, 
including a grace period of not to exceed ten (10) years. The Cooperating 
Country shall pay to AID in U.S. Dollars interest from the date of first 
disbursement of the Loan at the rate of (i) two percent (2%) per annum during 
the first ten (10) years, and (ii) three percent (3%) per annum thereafter, on 
the outstanding disbursed balance of the Loan and on any due and unpaid 
interest accrued thereon. 
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b. Source and Origin of Goods and Services (Loan) 

Commodities financed by AID under the Loan shall have their source and 
origin in Panama or in countries included in AID Geographic Code 941, except 
as AID may otherwise agree in writing. Except for ocean shipping, the 
suppliers of commodities or services financed by AID under the Loan shall have 
Panama or countries included in AID Geographic Code 941 as their place of 
nationality, except as AID may otherwise agree in writing. Ocean shipping 
financed by AID under the Loan shall be financed only on flag vessels of 
Panama or countries included in AID Geographic Code 941, except as AID may 
otherwise agree in writing. 

c. Source and Origin of Goods and Services (Grant) 

Commodities financed by AID under the Grant shall have their source 
and origin in Panama or in the United States, except as AID may otherwise 
agree in writing. Except for ocean shipping, the suppliers of commodities or 
services financed by AID under the Loan shall have Panama or the United States 
as their place of nationality, except as AID may otherwise agree in writing. 
Ocean shipping financed by AID under the Grant shall be financed only on flag 
vessels of the United States, except as AID may otherwise agree in writing. 

d. Conditions Precedent to Execution of Project Agreement 

Prior to the execution of the Project Agreement, the Cooperating 
Country shall, except as AID may otherwise agree in writing, furnish, in Eorm 
and substance satisfactory to AID evidence that: 

(a) it will guarantee COAGRO's external financing during the period of the 
project. 

(b) it has replenished the Cooperative Development Revolving Fund in the 
BDA for long-standing delinquent subloans under the Rural Cooperative 
Development Project (525-T-041). 

(c) long standing delinquent subloans under the Rural Cooperative 
Development Project (525-T-041) have been declared bad debts by the 
BDA. 

2. Condition Precedent to First Disbursement 

Prior to any diebursement, or the issuance of any commitment document 
under the Project Agreement to finance any Project activity except for the 
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contracting of technical assistance to assit IPACOOP develop material to meet 
conditions precedent, except for short term technical assistance to assit in 
preimplementation organization or as AID may otherwise agree in writing, the 
Cooperating Country shall furnish, in form and substance satisfactory to AID, 
evidence that it has repaid COAGRO the entire outstanding balance of $1.0 
million in delinquent debts. 

f. Condition Precedent to Disbursement for Lending Under the Marketing 
Credit and Infrastructure Fund 

Prior to any disbursement, or the issuance of any commitment documents 
under the Project Agreement to finance lending activities under the Marketing 
Credit and Infrastructure Fund, Panama shall, except as AID may otherwise 
agree in writing, furnish in form and eubetance satiefactory to AID, evidence 
that COAGRO is taking measures to restructure its organization in order to 
improve its financial management and general operatione, to include revising 
its cost accounting system to eetablish coet/profit centers. 

g. Covenants 

The Cooperating Country shall covenant that, unless AID otherwise 
agrees in writing: 

(I) it will cause COAGRO to provide an adequate reserve for bad debts 
reflected in its 1986 financial statements and thereafter, 

Assistant Adminietrator 
Bureau for Latin America 

and the Caribbean 

Date 
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M in isterio de Planif icaci6n y Pol it ica Econ6mica 

1 d e  d i c i e m b r e  d e  1903 
DPEyS/DPIyNP-260 

Seiior 
Robin G6mez 
D i r e c t o r  d e  l a  Agencia International 
p a r a  e l  D e s a r r o l l o  (AID) 
E.S.D. 

Sefior D i r e c t o r :  

Desde hace un t iempo e l  Gobierno ha v e n i d o  g e s t i o n a n d o  a n t e  
l a  AID un f i n a n c i a m i e n t o  p a r a  l a  e j e c u c i d n  d e  un p r o y e c t o d e  
I.lercadeo Coope ra t ivo  p a r a  e l  ~ n s t i t u t o '  Panameiio Autdnomo Coo - 
p e r a  t i v o  ( IPACOOP ) . 
En r a z 6 n  d e  d i f i c u l t a d e s  s u r g i d a s  e n  l a  economfa d e l  p a f s , e l  
Gobierno ha  r e t r a s a d o  s u  d e c i s i d n  d e  c o n t i n u a r  l a s  g e s t i o n e s  
d e  f i n a n c i a m i e n t o  d e l  mencionado p r o y e c t o  a l a  e s p e r a  d e  a j u s  - 
f a r  s u  p o l l t i c a  econdmica a l a  nueva s i t u a c i b n .  

E s  a s l ,  que una vez  a n a l i z a d o  e l  p r o y e c t o ,  es tamos  en  c o n d i c i o  - 
nes  d e  s o l i c i t a r  a u s t e d  l a  c o n t i n u a c i d n  d e  d i c h a s  g e s t i o n e s  
con l a s  recomendaciones  s i g u i e n t e s :  q u e  se e l i n i n e  d e  l a s  con- 
d i c i o n e s  p r e v i a s  d e  este pres tamo,  l a  c l s u s u l a  que d i c e  " e l  
Banco d e  D e s a r r o l l o  Agropecuar io  d e  10s r e c u r s o s  d e  r e c u p e r a -  
c i d n  d e l  prgstamo 525-T-041 debe  p r e s t a r  a COAGRO p a r a  c a p i t a l  
d e  t r a b a j o  unos B/.2.0 m i l l o n e s .  

Estamos s e g u r o s  que este p r o y e c t o  c o n t r i b u i r d  a 1  f o r t a l e c i m i e n  
t o  d e  l a s  c o o p e r a t i v a s  a g r o p e c u a r i a s  d e l  p a l s ,  p o r  l o  c u a l a p &  
c i a r l a m o s  l a  p a r t i c i p a c i d n  d e l  A I D  e n  e l  mismo. 

Atentamentc ,  

J.  ME-fQ a 
M i n i s t r o  
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ANNEX I1 

B. P r o j e c t  Purpose: 

To wtrengthen Panrra'w ag r i -  
c u l t u r a l  cooperative 8y.t- t o  b e t t e r  
werre .an expanded aembershlp with a 
wider range of aewice8 .  ewpecially 
product marketing.  
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EXHIBIT A 
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1. A strengthened ag r l -  
c u l t u r a l  coopera t l ve  
movern t  lnc ludlng a 
8 t r o q e r  a a t l o n a l  f e d e r a t i o n  
together  v l t h  a conao l ida t lon  
of m k r  c o o p e r a t l r e s  on a 
-md *far -- 
b s i a .  

NARRATIVE SULWARY 
Ptogmm or k c b  Cool: T l u  brJr *ire to 

dl& him proiut conbibu(.s: - 
A. s: 

To i e c r e a s e  t h e  I n c a  and 
p r o d u c t i r l t y  of Panama's -11 and 
w d l u  s i z e  farmers.  

2. A d w b l i n u  of t he  number 
of actl-• producer mcmbers 
of a g r i c u l t u r a l  c o o p e r a t l r e s  
participating i n  marketing 
c r e d i t  activities. wi th  f u l l  
l i n e  of markettng s e r v i c e s  
a v a l l a b l c  t o  them on 8 t imely  
bsa ls .  

1. ProJect  e v a l u a t i w s  
2. AID R o J e c t  f i l e 8  
3. Recorda ~f COACRO. IPAWP.  BM 
4. f i e l d  Inapect lona 

OBJECTIVELY VERIFIABLE INDICATORS 
- Mso~was d CLool k h i m r e n , :  

1. Increases  In small  and - 
m ~ d l u a  farm productLon and 
y i e ld  by 20% o r  more. 

1. aMCllO take. atcerwar). . 
wtruetura l  aod f l n a n c l a l  
c o r r e c t l r e  wa8urea  recommended 
la C.P.*r a d  t h r o q h o u t  l i f e  of 
t b c  proJect.  

2. u v  c- t o  m* -1- 
c o l t u r a l  coope ra t i r e  a e c t o r  i w  
r c a f f l r r e d  by extens ion of t h a  
g o - r n ~ ~ n t  guaranty f ? r  e x t e r n a l  
f  laanclng f o r  COACRO. 

MEANS OF V E R I F K A T K M  

1. Cenaua and na t iona l  s t a t l s t l c s  

3. MP l l p ro re8  I t s  paylent per-  
formaace oa debt oved t o  t h e  
coopera t l re  sec tor .  

lVPORTANT ASSUIIPTIONS 
Asmlsp(ionm f o  ochimviq p a l  target#: 

1.. The COP w i l l  contlnue t o  a s s i g n  
p r l o r l t y  t o  derelopment and 
grovth  of Panama's a g r l c u l t u r s l  

4. Lxteraa l  credltorm a r e  r e c e p t i v e  
t o  re8chedullng COACRO's c u r r e n t  
outs tanding debt 4 t h  t hese  
l n8 t l t u t lons .  
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NARRATIVE SUMWIRY I OBJECTIVELY VERIFIABLE INDICATORS 1 MEANS OF VERIFICATION 1 IMPORTANT ASSU!4PTIONS 

Proiu? P v # w  \ ~ r r b * & r  ~hoc rill ' d i c o l .  pu-• her bml A*runptims (or achieving cupom: I d . d  End PI poiecf  status. I I 
3. A doubllng of member equity 

in those agricultural 
cooperatives partlcipatlng 
in marketing activitier and 
In CDAGRO, wlth an es- 
tabllahed plan for continu- 
ing growth of member equit y 
In both prlmary coops and 

1 rnAG110. 

4. Reorganiratloo and redirec- 
tlon of COACRO into a well 
managed, profltable cooper- 
ative wholesale mupply 
organlrat ion. 

5. Strenathened and expanded 
cooperative marketln~ 
syntem enabllng farmer 
members to proflt lor- 
fully from the sale of 
thcir production. 

6. Established capability 
within COACRO to provide 
marketing development as- 
slstance to Ita afltllates. 

7. Strengthened individual 
a~rict~lturnl coops with 
Iraprnvcd m.anagrment and 
f l n ~ m r l . 1 1  s v s t r m s .  

5. Credtbillty of COAGRO and it. 
affiliates farmers Is auetaimd. 

6. lPACOOP and BDA proride the 
necessary institutional and 
staff support to achieve proJect 
objectives. 
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Pmioct Title 6 C O O P W V E  HARKETING/525-0222 

F-XHISIT A 
Life 01 Proiect. 

. - 
NARRATIVE S U W Y  I ~ J E C T  I - L F Z ~ ~ F ~ A ~ L E  I ~ K A T O R S  -1 MEANS OF VERIFICATION I IMPORTANT ASSUMPTIONS 

Yagnihde of Outputs: 

8. Established capahillty within 
IPACOOP to provide business 
and management sk111s traln- 
ing to primary coops and 
COACRO. 

9 .  Improved capability wtthin 
the IDA to revlew and pro- 
cess loan appllcatims. 

I. Management R v c l o p w n t  Center 
eatabliahed and operating within 
IPACOOP. 

2. Ibrketin(l Dewelopment Center 
eatablished and operating wtthin 
COAGRO. 

1. Training materlalo dereloped: 
- ahort-term banagerent 

and other couraes deslgned 
andscheduled to be taught 
in the f leld. 

- curriculum l i b r a v  oper- 
ating. 

- follow-up, on-the-job 
training being carrled out. 

2. Marketing sub-pro jec: 
proponals Identlf itd 
and analyzed by center 
wrsonnel. 
- Aaelstancc provided to 

in preparing coops loan 
applications and support 

' dyumPntatlon. Asslntnncc 
provided to coops in the 
lmplementat~on of market- 
i m  aairtties inclading 
advice on quallty control, 
packnglng, shipping. 
contracting, cLc. 

1. Center's Filts and recorda: 
- Xanagewnt Dew. S u b  

Comittee meeting minutes. 
- Project Coordinat lng 

h i t t e e  meeting minutes. 
- Consultant reports. - Project Manager's records. 

2. Center's fllta and recorda. 
- marketing sub-committee 

lceting minutes. 
- project coordinating 

cornlttee meeting minutes. 
- consultant reports. 
- Project Manager's records. 

1. IPACOOP ia a6le to aasume 
partial financial reoponai- 
billty for additional personnel 
to ataif,this unit during the 
life of the project, and total 
responsibility thereafter. 

2. Marketing Center ia able to 
collect a service fee for 
assistance to coopa to finance 
optratlng coats. 
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F lnancial Plan 
(US $000) 

AID - GOP - CO-OPS TOTALS 
DL - DG - 

COMPONENTS 

A. Institutional Development 

1. COAGRO and Affiliates 

a. Marketing Development 
Center 

b. Administrative 
Restructuring 

2. IPACOOP 

a. Project Coordination 
Off ice 

b. Baseline Data and 
Evaluation 

c. Management De~el~pment 
Center 

3. BDA - 
a. Cooperative Credit 

Dept . Upgrading 
R. Marketing Credit and 

Infrastructure Revolvin& 
Fund 

1. BDA - 
a. Infrastructure and 

Equipment 
b. Marketing Credit 

Working Capital 

C. Project Management/Support 

GRAND TOTALS 
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TIME PHASED IMPLEMENTATON PLAN 

Act ion 

1. Project approval AID/W 

2. Initiate procedures for selecting and contracting 
grant-funded technical assistance team 

3. Initial technical assistance on board under IQC to 
assist in preparing for project start-up prior to 
Loan Agreement signing 

4. Additional short-term T.A. on board under IQC to 
assist in: 

- preparation of BDA sub-lending regulations, 
establishment of COAGRO Marketing Development 
Center and selection of counterpart personnel 

5. Loan signing AID/GOP 

6 .  GOP Project Manager named and functioning 

7. Project Coordinating Committee established 

8. Grant-funded technical assistance contract awarded 

9. Senior Project Consultant (contract) on board 

10. BDA counterpart narnedlhired 

11. COAGRO technical consultant on board 

12. BDA technical consultant on board 

13. IPACOOP presents procedures for administering 
loan-funded budget support to project insti- 
tutional development activitiee 

14. IPACOOP and AID agree on procedures for advance 
of funds for institutional development activities, 
and for reimbursement and reporting on use of funds 

15. IPACOOP presents first request for advance of funds 
for institutional development support 

Timing 

2/84 
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Vehicle specifications completed and procurement 
procedures initiated 

BDA sub-lending regulations completed, reviewed 
and approved by Project Coordinating Committee and 
by AID 

COAGRO overeight committee formed 

COAGRO Marketing Development Center function and 
counterpart personnel selected and hired 

Short-term technical assistance for COAGRO 
institutional upgrading on board, and preliminary 
schedule for follow-up assistance in this area 
presented 

Completion of firet set of CPe (90 daye) 

AID advances funds for institutional development 
activities 

IPACOOP Management Development consultant on board 

Marketing Fund demand chart reviewed and updated 

BDA and AID established level of first advance 
to Marketing Credit and Infrastructure Fund 

BDA, IPACOOP and AID agree on procedures for pro- 
cessing reimbursement requests for the Fund, and 
reporting format on Fund utilization 

IPACOOP counterpart personnel on Management Develop- 
ment hired 

Special Project sub-committee8 formed: 

- Marketing Credit and Infrastructure Fund 
operations (BDA hosts) 

- Marketing Development (COAGRO hosts) 
- Management Development (IPACOOP hosts) 

CPs to subsequent disbursement met (120 days) 

Vehicle plans for Project Office, IPACOOP, BDA 
and COAGRO approved by Project Office and AID 
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Pending marketing loan applicati.ons reviewed and 
processed 

Advance of funds made by AID to BDA Marketing Credit 
and Infrastructure Fund 

First sub-loan(s) approved by BDA 

Twelve month workplan presented by BDA to the 
Project Coordinating Committee 

IPACOOP presents first request to AID for 
reimbursement of funds on institutional develop- 
ment activities. Procedures and reporting on 
schedule 

Project vehicles arrive in country 

IPACOOP Management Development Center presents 
workplan on manaterials development and preliminary 
calendar for seminars/training courses to Project 
Coordinating Committee 

IPACOOP initiates field survey of manpower develop- 
ment needs to be coordinated with Marketing De- 
velopment Center in COAGRO 

COAGRO Marketing Development Center functioning, 
reviewing additional applications for credit and 
conducting feasibility analysis; 12 month workplan 
presented to Project Coordinatiag Comittee 

Project Coordinating Comittee and special sub- 
committees functioning on schedule 

First request for reimbursement for Marketing 
Credit and Infrastructure Fund presented to AID 

Management Development Center initiatives first 
training course (BDA cooperative credit personnel 
including field supervisors) 

IPACOOP field survey of manpower development needs 
completed and workplan and calendar for Management 
Development Center revised 
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IPACOOP Project Office operating effectively and 
coordinating Project components. Procedures and 
reporting on schedule 

Marketing Credit and Infrastructure Fund operating 
in BDA and working effectively with sub-committees 

IPACOOP Management Development Center presents plan 
for follow-up on-the-job training visits to course/ 
seminar participants 

Management Development Center functioning in IPACOOP 
with training materials development and training 
courses on schedule 

Plan completed for coordination of sub-lending from 
041 Cooperative Development Revolving Fund with 
Marketing Credit and Infrastructure Fund 

Coordinating Committee reviews Project progress and 
annual workplans for Management Development Center, 
Marketing Development Center and Marketing Credit 
and Infrastructure Fund 

Mid-project evaluation 

BDA Credit Consultant completes assignment 

Coordinating Committee reviews annual workplans 
for Management Development Center, Marketing 
Development Center and Marketing Credit and 
Infrastructure Fund, to ensure they reflect 
appropriate recommendations of the mid-project 
evaluation 

IPACOOP Management Development Consultant completes 
assignment 

Project Coordinating Committee reviews annual 
workplans 

Marketing Development Consultant completes assignment 

Senior Project Consultant completes assignment 

Final Project evaluation 
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TECHNICAL ASS1 STANm SCHEDULE 

Category 

Procedures for selection/contracting grant-funded 
technical assistance initiated 

Initial T.A. on hoard under IQC to assist with 
formulation of conditions precedent, aseiet 
local institutions in meeting CPs and help with 
organizational and related pre-implementation 
activities (up to 90 days). 

As part of 2 above, additional specialized T.A. 
will be furnished under an IQC in: 

a) Preparation of sub-lending regu1at:ions for 
Marketing Credit and Infrastructure Fund in 
BDA (up to 30 days) 

b) Organization and staffing of Marketing Develop- 
ment Center in COAGRO (up to 60 days). 

Contract awarded for long-term T.A. 

Procedures established for loan-funded T.A. 
contracting. 

A I I V W  baseline data specialist on board (up to 
30 days) 

Senior Contract Project Consultant assigned under 
long-term contract and on board (up to 54 months). 

COAGRO Marketing Development Consultant on board 
(up to 46 months). 

BDA Credit Consultant on board (up to 24 months) 

IPACOOP Management Development Consultant on board 
(up to 36 months) 

Timing/ 
Duration: 



ANNEX I1 
EXHIBIT D 
Page 2 

Scopes of work and first 12 month schedule for 
short-term consultants completed. 

First short-term consultants assignment(s) 
initiated. 

Scopes of work and second 12 month schedule for 
short-term consultants completed. 

Short-term consultants on board for mid-Project 
evaluation. 

BDA Credit Consultant completes assignment 

Scopes of Work and third 12 month schedule for 
short-term consultants completed. 

Scopes of work and fourth 12 month schedule for 
short-term consultants completed. 

IPACOOP Management Development Consultant completes 
assignment. 

COAGRO Marketing Development Consultant completes 
assignment. 

Short-term consultants on board for final project 
evaluation. 

Senior Project Consultant completes assignment. 
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EXTERNAL TECHNICAI', ASSISTANCE 
SUGGE STED SCOPES OF WORK 

SENIOR PROJECT CONSULTANT/TEAM LEADER 

The Senior Project Consultant/Team Leader will be responsible for day- 
to-day monitoring and for advising on Project implementation in close 
coordination with the AID Project Officer and the IPACOOP Project 
Coordinator. The contract consultant will perform routine project 
"management" functions except for commitment of funds, including signing of 
commitment documents. 

The Senior Project Consultant will also be the leader for a team of 
long-term technical advisors assigned to the three activity components to be 
developed under the Project: the Marketing Development Center in COAGRO; the 
Marketing Credit and Infrastructure Fund in the BDA; and the Management 
Development Center in IPACOOP. 

The Senior Consultant will be a technical specialist in cooperative 
development and management. The incumbent will serve as direct counterpart to 
the Director of IPACOOP, the General Manager of COAGRO and the Chief of 
Cooperative Credit of the BDA, assuring that the Project Coordinating 
Committee and the special sub-committees carry out their respective project 
responsibilities effectively and in a timely manner. 

The senior consultant's specific responsibilities will include but not 
be limited to the following: 

A. To assist and coordinate pre-project start-up activities such as 
formalizing the conditions precedent, assieting participating institutions in 
meeting the CPs in order to assure timely 'disbursement of funds under the 
institutional development activities and the Marketing Credit and 
Infrastructure Fund, and assisting in other pre-implementation organizational 
activities. 

B. To assure that the other contract technicians perform their 
consultant responsibilities in a timely and effective manner, and that the 
schedule for achieving the institutional development objectives of the Project 
is maintained and updated- through periodic reviews and a mid-project 
evaluation to be carried out by the Project Coordinating Committee. 

C. To advise and coordinate the short-term technical assistance 
allocated for management and operations improvement, and restructuring of 
COAGRO , 
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D. To complement the work of the credit consultant to the BDA in 
helping establish more effective cash flow planning for the on-going 
sub-lending under the 041 Cooperative Development Revolving Fund so as to 
facilitate maximum coordination between the 041 fund and the Marketing Credit 
and Infrastructure Fund of the Cooperative Marketing project. 

E. To facilitate collaboration between the Management Development 
Center in IPACOOP, the COLAC management training center, FECOLAC, the INCAE 
Management Training Center in Costa Rica, and other international management 
training activities and centers. 

F. To supervier preparaton of scopes of work and scheduling of 
short-term consulants to the three Project activity centers, and 
direct/monitor the work carried out under these assignments. 

G. To provide guidance and assistance to the consultant(s) brought in 
to prepare baseline data for project tracking and evaluation. 

H. To assist the IPACOOP Project Director and the Project Coordinating 
Committee in carrying out annual planning exercises for each activity area as 
well as coordination of the mid and final project evaluations. 

A total of 12 person-months of short-term consultant support will be 
provided to COAGRO in the area of management and operations improvement, and 
for restructuring the federation. Areas of special concentration will include 
but not be limited to: 

1. establilshment of additional cost centers for more effective 
financial plan,ning and control; 

2. revision of the overall organizational structure; 

3. training for senior officials in board/management functions and 
division of authority and responsibility; 

4. revision of pricing and credit policies; and 

5. upgrading of policies and procedures for improved accounts 
receivable management. 
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111. CONSULTANT TO THE MARKETING DEVELOPMENT CENTER 

r he initial responsibility of the marketing consultant will be to assist 
in selecting and then to direct a team of permanent Panamanian staff and 
occasional consultants in identifying, analyzing, developing and implementing 
projects of agricultural commodity marketing through cooperatives. The 
consultant will be expected to carry out the assignment in such a way as to 
stimulate a constant learning process with permanent staff, and in a style of 
collaborative assistance with Center personnel. Activities will include, but 
not be limited to: 

I .  Investigate general areas or productive capability and comparative 
advantage of cooperatives in the market setting. 

2. ~ssist in the preparation of market feasibility studies of potential 
cooperative development for specific groups of agricultural producers. 

3. Train center staff and assist in preparation of loan applications, 
for submission to the Marketing Credit and Infrastructure Fund in the BDA for 
activities found to be economically viable for cooperative undertaking. 
Develop procedures to assure that such loan applications are accompanied by 
all support documentation as appropriate to BDA Marketing Fund requirements. 

4. Provide marketing technology assistance to cooperative groups to 
help them improve the efficacy and effectiveness of their operation. 

5. Train, test and evaluate staff in market development techniques. 

6. Assist in identifying marketing constraints, problems, risk and 
other aspects of marketing opportunities; help staff to be realistic in 
developing proposals for specific projects. 

7. Develop systems for implementation including trial runs, periodic 
review, perfection of initial operations, feedback from both buyers and 
sellers. 

8. Identify and develop the content of assignments for short-term 
consultants required by the Center for specific projects. Evaluate 
candidates, selecting, and supervise their work, and verify performance. 

9. Maintain relationships with other GOP programs, the Management 
Development Center of IPACOOP and private enterpreneurs in the agricultural 
marketing field which have a relationship to the overall work of the Center. 
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10. Collaborate in preparation of quarterly reports on the work of the 
Center for AID, COAGRO, IPACOOP and the BDA. 

CONSULTANTS TO THE MARKETING CENTER 

Frequently, expertise outside of the competence of the permanent staff 
of the Center will be required. 8-10 personlnonths of short term specialists 
are estimated to be necessary during the 5-year life of the project. 

Specific assignments will be of 2-4 weeks duration but cannot be defined 
accurately at this point. However, an illustrative list of the types of work 
expected to be performed under this category includes: 

1. Small-scale poultry processing, packing, handling and retailing. 

2. Reduction of post-harvest losses of green vegetables; guidelines for 
farmers and marketers. 

3. Cost-benefit analysis of refrigerated transport. 

4. Development of grades and standards for marketing of fresh fruits 
and vegetables. 

5. Training in the use of least-cost ratio formulation as an aid to 
increasing the competitive position of cooperatives in the marketing of feed 
grains. 

6. Specialized training of food retailer personnel in the maintenance 
of quality in the handling of fresh produce; assistance in market planning and 
production scheduling. 

V . CONSULTANT TO THE COOPERATIVE MANAGEMENT DEVELOPMENT CENTER 

This consultant will be responsible for assisting in establishing a 
special management development unit in IPACOOP and will guide the selection 
and development of its permanent staff. The consultant will work in a 
collaborative style with Panamanian staff with the constant objective of 
teaching and developing a permanent technical capability and business 
mentality of cooperative development. 

Activities will include, but not be limited to: 

1) Initiate development of a curriculum for proposed client 
cooperatives and selected personnel levels of COAGRO and the BDA; establish 
the basic management areas, skills and functions to be addressed through 
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practical training seminars employing principally the case study method; 
initiate materials development for establishment of a "library" of case 
studies appropriate to the level of existing management capability in 
cooperatives, through a staged progression of upgrading; train Panamanian 
staff in materials development; conduct training seminars. 

2 )  Establish procedures for appropriate on-the-job training visits to 
cooperatives as follow-up to seminar courses, visiting each course 
participant; develop a calendar for management development center to establish 
on-going on-the-job visitation following each training course. 

3 )  Develop a system of evaluation of effectiveness of training 
materials, seminars and on-the-job visitation program. 

4) Coordinate Center activities with ongoing programs of TPACOOP, 
services and policies of COAGRO and other GOP programs which may relate to the 
overall achievement of project goals. 

5 )  Identify critical constraints and problems which will need input 
from outside consultants; develop scopes of work for short-term assistance; 
assist in selection of consultants for short-term assignments and supervise 
performance. 

6 )  Collaborate in preparation of quarterly reports for AID, IPACOOP, 
COAGRO and the BDA on the work of the Management Development Center. 

VI. CONSULTANTS TO THE MANAGEMENT CENTER 

A total of 12 person months of short-term technical assistance will be 
made available to the Center during the life of the project. An illustrative 
list of the type of work which might be requested from specialists on 2 or 4 
week assignments follows: 

1) Conduct seminar on Board-Management relations. 

2) Develop a guide for interpreting financial and operating statements 
for cooperative directors; question6 for management. 

3) Accounting and control of branch operations. 

4 )  Development and accounting practices for managerial decision; cost 
control, gross margin analysis, capital budgeting. 
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VII. CONSULTANT TO THE COOPERATIVE CREDIT DEPARTMENT OF THE BDA 

The initial responsibility of the consultant will be to assist the BDA 
in the establishment of procedures and regulations as stipulated in the 
conditions precedent to Marketing Project Loan disbursement, as will apply to 
operations of the Marketing Credit and Infrastructure Fund. 

Subsequent activities will include but not be limited to: 

1) Develop guidelines for lending concepts appropriate to the marketing 
credit and infrastructure and equipment financing contemplated under the 
Project, with emphasis on consideration of appropriate grace periods to permit 
adequate cash flow development prior to capital payment requirements. 
Appropriate use of lines of credit in market development financing, and 
appropriate capital repayment periods for infrastructure and equipment 
financing related to marketing activities. 

2) Train analysts in appropriate role of analysis of financial 
situation of loan applicante, and financial viability of subprojects proposed 
for financing from the Fund. 

3) Develop procedures and a calendar for processing of loan 
applications to assure timely analysis and decision making. 

4) Assist Cooperative Credit Department staff in establishment of I. 

procedures for effective coordination of marketing fund activities with 
on-going lending program of Cooperative Development Revolving Fund established 
under AID Loan 041. 

5) Assist Cooperative Credit Department in the design and use of an 
appropriate reporting format to reflect monthly status of Marketing Credit 
Fund, including pending applications and delinquent sub-loans. 

6) Collaborate in preparation of quarterly reports on the work of the 
Cooperative Credit Department and the Marketing Credit and Infrastructure Fund 
for AID, BDA, IPACOOP and COAGRO. 

VIII. CONSULTANTS TO THE COOPERATIVE CREDIT DEPARTMENT OF THE BDA 

4-6 person months of short-term consultant services will be provided to 
the Cooperative Credit Department during the life of the project. Such 
services may consist of periodic follow-up visits by the long-term consultant 
over the three year period following completion of his assignment, or may be a 
series of assignments. 
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ECONOMIC ANALYSIS 

A. Tntroducion 

Four of the twelve marketing activities identified in the paper have 
been subjected to pre-feasibility studies: (1) the poultry, beef and pork 
processing plant activity for the Cooperat.lve Juan XXIII, combined with the 
poultry operation of the Avicola de Chiriqrii cooperative; (2) the fruit and 
vegetable marketing activity for the ~ o o ~ e l ~ t i v a  Hort icola de Mercadeo. This 
cooperative will act as marketing agent for another fruit and vegetable 
cooperative, Cooperativa Agropecuaria de S.M. La T>ibertad, which also has been 
identified as a potential candidate for project financing. No analysis was 
conducted on this latter cooperative because it Is quite similar to the larger 
one that was analyzed; (3) the cacao marketing activity with the Cooperativa 
de Cacao Bocatorefla; and (4) the honey and wax activity with the Cooperativa 
Apicola. In addition, the COAGRO Marketing Center activity and the IPACOOP 
Management Center activity have been analyzed as separate activities. 

The four pre-feasibility analyses presented cover six of the twelve 
potential candidate activities described in the paper. A detailed analysis of 
the four grain candidate activities are omitted because they will derive a 
large portion of their projected benefits or increased income by assuming 
middlemen marketing and storage functions. The potential returns to this type 
of activity are discussed in the text and are substantial, around 10 percent. 
The preliminary assessment of cooperatives which have taken on increased 
marketing/storage functions indicates that a substantial increase in 
production from cooperative members can be expected as members realize the 
extra profit potential created by the ability of the cooperative to pay at 
least part of the anticipated sale price at the time of storage, and by the 
elimination of the distress sale pressure at harvest time as a result of the 
storage itself. Review of these activities indicate, the potential for 
considerable income change as a result of rheir implementation. Further data 
gathering was not justified at this stage, given that final activity selection 
wlll occur during project fml~lemc-ntnt ion. Tlie Illst two i~ctivittes not 
analyzed are the two coffee cooperatives. They were not analyzed for the same 
reasons the grain activities were not. In addition, existing small, but 
profitable coffee operations give indication that with an ample supply of 
coffee beans available, expansion of marketing activities should produce quite 
an acceptable rate of return. 

R. Marketing Activity Analysis 

;\ $50 ,000  c-ost f o r  c : i c l l  of the first Civc ytnrs Is '~ssessed against 
each activity in order to capture the technical assistance and support costs 
of the project which, it is assumed, will finance improvements in management 
training and marketing services provided by IPACOOP and COAGRO that make the 
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activities possible. More specifically, without the investment to improve 
IPACOOP and COAGRO as institutions, the marketing ~ctivities would not take 
place. The $50,000 figure is obtained from assuming that approximately $5 
million of technical assistance and support funds should b~ spread over the 
minimum twenty marketing activities anticipated to be financed from credit 
funds during the five year period when all funds are to be disbursed. Such an 
assumption clearly overstates this cost element, first because there is reason 
to expect that more than twenty activities will actually be funded during the 
loan disbursement period and, secondly, because marketing activities that are 
funded after the disbursement period should bear some of the costs as those 
funded during the period. These conservative assumptions were adopted during 
this first round of analyses based on the view that if an activity could be 
justi fled under srlch conBervclt ivt nsxumpt io11s no more ~cnxi t lvl ty nnalyxls 
concerning thcse roqts would bc- IIC.C~~BRO~Y. In ,i 1 1  I-orlr c n s c s ,  tl~c lnter~lo l 
rates of return (IRR's) were at least 15 percent, the minimtlrn qualifying rate 
of return for the activities, and in three of four of the cases they were 20 
percent or more. 

The analysis also assumes project vehicles have to be replaced every 
five years, equipment every ten years, cold storage facilities every fifteen 
years, and buildings every twenty years -- again, very conservative 
estimates. The analysis also assumes that working capital is intact at the 
end of twenty years, and is thus entered as a salvage value in the twentieth 
year. And, as in most economic analysis inflation is assumed to be zero. 
Based on the types of benefits being measured and our earlier price policy 
discussion, no shadow pricing was considered necessary. 

The cost figures for equipment, buildings, etc., can be found in the 
table, "Projected Capital Requirements and Capital Disbursement by 
Cooperative." 

As specific marketing ~1ctivitie8 are Initiated, the main effect will 
be higher prices resrllting from the Lmprovrtd qr~nl 1Ly of production or from 
delayed salts mndc possihlt throrl~11 !~tortagc-, ilnd no1 11s ;I result of lncrc-nstrtl 
production alone, tllough the lnttcr will obvior~sly occ:ur. Indivldrinl 
feasibility studies will consider demand and supply conditions so that 
increased supply does not lead to reduced income through sharp price 
reductions. In the area of fruits and vegetables, H. Johnson reveals that a 
project with the Cooperativa Horticola de Mercadeo to improve the quality of 
its produce will encounter a demand large enough to allow the cooperative to 
expand its production by 10% a year for several years to be sold in the 
"select market" (e.g. higher priced markets including U.S. military 
commisaries, local supermarkets, ships chandlers, hotels and restaurants, and 
hospitals). The combination of increasing annual demand due to population 
growth, positive product income elasticities, and the hidden demand for 
quality produce locally provide ample assurances that demand will be more than 
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adequate for the types of marketing activities likely to be undertaken under 
the project. As noted earlier, feasibility analyses for each proposed 
marketing activity will carefully consider the demand issue. 

Juan XXIII - Poultry Beef, and Pork Processing Plant 
Poultry producers receive $.52 per pound for live birds from 

middlemen in the central region. Juan XXIII pays $.57 per pound and makes a 
profit in the process. According to the agricultural cooperative experts who 
examined Juan XXIII and Avicola de Chiriqui, the impact of the activity on 
increased production should be in the neighborhood of 20-30%. Using the 
conservative figure of 10% yearly change (except for an 18% change between 
year 1 and year 2), the amount of broiler production was estimated for the 
five years of the project disbursement period, with the conservative 
assumption that there would be no further increases after year 5. The 
incremental value of one bird is estimated: 3.5 lbs/bird multiplied by the 
$.05/lb extra net income ($.57 - $.52) provided by the cooperative, to give 
$.I75 per bird. This figure is then multiplied by the yearly production 
figures found in Table 1 to give the yearly incremental income resulting from 
the marketing activity shown in Table 2. This incremental incomefigure is 
understated by the amount of extra production that would be generated by the 
project. Since the plant was easily justified without such a value, no 
attempt was made to calculate it at this time. 

For beef it is assumed that the farmer will receive $.04/lb in 
net incremental income ae a result of the activity. Thie amounts to $19 per 
head. The incremental income figuree shown in Table 2 are based on $19 
multiplied by sales of 170,340,510, 680 and 850 head of cattle during the 
years 2 - 6. From year 6 onward the production level stays at 850 head. No 
attempt is made at estimating impact on the production level itself. 

The pork marketing activity is expected to provide the farmer 
th an extra profit of $.06/lb. At $8.40 a head and yearly sales expected to 
6,000, 6,600, 7,260, 8,000, and 8,800 head through the first five years and 

constant at 8,800 thereafter, the resulting incremental income changes are as 
shown in Table 2. No attempt is made at estimating impact of the project on 
production itself. 

All costs of the plant have been included under poultry costs, 
along with the $50,000 cost element discussed earlier. Purchases in the years 
11, 13 and 16 are for new equipment, vehic.lee, etc., that have worn-out. The 
large income figures in year twenty include the salvage values of the various 
pieces of equipment, buildings, including the working capital. 

Ae Table 2 reveals, even with the conservative assumptions, the 
activity renders an IRR of 21%. There is, thus, every reason to believe that 
such an activity will produce quite acceptable returne on investment. 
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2. Cooperativa Horticola de Mercadeo 

The investment planned under the activity is expected to lead to 
increased production, reduced spoilage, and increased sales to select, high 
priced markets Based on work carried out by H. Johnson (on a wide variety of 
fruits and vegetables) the investment planned for the cooperative is expected 
to increase production by 7.72, 14.9%, 14X, and 13% during the 5 year project 
disbursement period. Currently, marketing losses (spoilage, bruising, etc.) 
are 25-35%. If we assume the figure conservatively is 15% and assume the 
marketing activity will cut losses in half, the result is a 7-1/22 effective 
increase in fruits and vegetables actually marketed. The quality of the 
products will be preserved because of improved packing, refrigeration, 
scheduling, etc. Because of this increased quality it is assumed that the 
cooperative's output sold to the select market will rise from the current 
37.5% to 75%. Select markets pay up to 50% premium for quality, with the 
average estimated at 25%. Assuming a higher marketing cost of 12-1/22, we 
estimate that sales in the select market provide a net value added of a 
12-112% premium due to the activity. We assume no increases in quality or 
production after the fifth year. A 2% production increase due to improved 
marketing is included as a benefit as a result of the project. In summary, 
the analysis estimates the impact of the 7-112% increase in fruits and 
vegetables marketed resulting in reduced spoilage, the impact of the 2% annual 
change in production during the first five years due to better marketing 
techniques and the impact of selling a larger percentage of now higher quality 
produce in the higher priced select markets. We assume that extra cost of 
production associated with increased output is equal to 75% of the incremental 
income change based on the gelling price so that net value added can be 
obtained by multiplying the gross incremental income change based on the 
selling price by 25%. 

a. Net Income Calculations 

1. Net increase in income due to 2% increase in sales 
resulting from improved marketing: 

.- . - . - . - -  

Rate of Change Year Value of Prod. Market Profit Net Increase in In- 
of Production at Sale Price Factor Factor come due to 2% 

Increase in Sales 
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b. Net i n c r e a s e  i n  income due t o  reduced s p o i l a g e  l o s s e s  a s  a 
r e s u l t  of b e t t e r  hand l ing ,  e t c . ,  and due t o  i n c r e a s e d  s a l e s  t o  s e l e c t  market. 

The n e t  inc reased  income from reduced s p o i l a g e  i s  a s t r a i g h t  
forward m u l t i p l i c a t i o n  of each y e a r ' s  va lue  of p roduc t ion  s a l e s  by t h e  .075 
f a c t o r .  

The fo l lowing c a l c u l a t i o n  produces t h e  " s e l e c t  market p r i c e  
f a c t o r "  which i s  app l i ed  t o  t h e  new t o t a l  v a l u e  of p roduc t ion  s a l e s  ob ta ined  
a s  a r e s u l t  of reduced s p o i l a g e .  

P r i c e  F a c t o r  wi th  P r o j e c t  P r i c e  F a c t o r  Now 

P r i c e  % S a l e s  R e s t o f  Regular P r i c e  % S a l e s  Rest of Regular  
Premium i n  S e l e c t  S a l e s  P r i c e  Premium i n  S e l e c t  S a l e s  P r i c e  

Change i n  s e l e c t  market p r i c e  f a c t o r  - 0469 - -05 as r e s u l t  of p r o j e c t  

Year Value of Prod. Spo i l age  Inc rease  i n  New T o t a l  S e l e c t  I n c r e a s e  i n  
a t  S a l e  P r i c e  F a c t o r  Net Income Value of Market N e t  Income 

( a )  ( b )  Prod. F a c t o r  
( a+b) 

c. T o t a l  n e t  incrementa l  income change a s  a r e s u l t  of t h e  
marketing a c t i v i t y :  

Year Improved Marketing Reduced Spoi lage  Inc reased  S a l e s  a t  T o t a l  
S e l e c t  Markets 
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b. Cost Calculations 

The cost figures in Table 3 are taken from the table 
"Projected Capital Requirements and Capital Disbursement by Cooperative." The 
cost figures beyond year 5 represent equipment and structure replacements. As 
with the previous activity, $50,000 was added as a cost item for each of the 
first five years in order to capture that part of the project costs applicable 
to each activity. The large income figure in the twentieth year represents 
salvage value of the working capital, buildings, and equipment. 

c. Summary 

The 23% IRR obtained in Table 3 satisfies the Mission that 
at this prefeasibility stage the activity is an extremely attractive 
investment possibility. 

Table 3 

Cooperativa Horticola de Mercadeo 1/ 

Year 

IRR = 23% 

Costs Income Net Income 

11 See Table 2 and text for heading definitions - 
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3. Cooperativa de  Cacao Bocator:e£la 

Cooperative c o n s u l t a n t s  e s t i m a t e  t h a t  n e t  income can be 
inc reased  by a t  l e a s t  4% from economies of s c a l e  i n  marketing made p o s s i b l e  by 
marketing c a p i t a l .  

The p r i c e  has  f a l l e n  over t h e  p a s t  f o u r  y e a r s  t o  a low of 
$ .60/ lb .  I n d i c a t i o n s  a r e  t h a t  t h e  market w i l l  firm-up a f t e r  t h i s  year .  We 
assume t h a t  f o r  1983 t h e  p r i c e  w i l l  r i s e  t:o $1.05/lb. ,  t h e  e i g h t  yea r  
h i s t o r i c a l  average.  Productuion i s  c u r r e n t l y  1.25 m i l l i o n  pounds and i s  
assumed t o  i n c r e a s e  by 10% annua l ly  a f t e r  t h e  f i r s t  yea r  through t h e  t e n t h  
yea r .  No b e n e f i t  i s  a t t r i b u t e d  t o  t h e  a c t i v i t y ' s  impact on product ion i t s e l f ,  
but  r a t h e r  j u s t  t h e  impact of t h e  marketing improvements. Product ion i s  
assumed cons tan t  a f t e r  t h e  f i f t h  year.  

Year Production P r i c e  Income Inc rease  Net Incrementa l  
F a c t o r  Income 

The c o s t  f i g u r e s  can be fourld i n  t h e  Table "Projected C a p i t a l  
Requirements and C a p i t a l  Disbursement by Cooperative".  A s  i n  t h e  o t h e r  
ana lyses  $50,000 a r e  added f o r  each of t h e  f i r s t  f i v e  yea r s .  

The f a i r l y  h igh I R R  shown i n  Table 4,  f o r  a p r o j e c t  wi th  
r e l a t i v e l y  low incrementa l  income va lues  and t h e  e x t r a  r e l a t i v e l y  h igh $50,000 
p r o j e c t  c o s t  element compared t o  t h e  a c t i v i t y ' s  c o a t s ,  g ivea  reason t o  be 
s a t i s f i e d  t h a t  t h e  a c t i v i t y  w i l l  provide accep tab le  r e t u r n s .  
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Table  4 

Year 

Cooperativa de  Cacao Bocatorefla 11 

Coete Income Net Income 

IRR = 19% 

11 See Table 2  and t e x t  f o r  heading d e f i n i t i o n s  - 

4. Cooperativa Apfcola 

Marketing has  been t h e  l i m i t i n g  f a c t o r  i n  expanding honey 
product ion i n  Panama. The marketing system r e s u l t i n g  from t h e  a c t i v i t y  i s  
expected t o  i n c r e a s e  t h e  number of marketing o u t l e t s  l e a d i n g  t o  a  20% y e a r l y  
i n c r e a s e  i n  product ion from year  2  through 6 ,  dropping t o  10% through yea r  11, 
when i t  ceases  t o  grow. 

I n  c a l c u l a t i n g  t h e  r e t u r n s  t o  t h e  a c t i v i t y  we assume: ( 1 )  honey 
s e l l s  f o r  $ .90 /k i lo ;  (2 )  wi thout  t h e  a c t i v i t y  product ion would s t a y  a t  218,000 
kg; ( 3 )  c o s t  of product ion i s  75% of s a l e  v a l u e  s o  t h a t  n e t  incrementa l  income 
farm inc reased  product ion can be obta ined by m u l t i p l y i n g  t h e  inc rementa l  s a l e s  
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figure by .25; (4) more efficient processing and marketing leads to a 3% 
increase in net income from all productioil --both original without the project 
and incremental as a result of the project; (5) the values in points 3 and 4 
are summed to give a 0.28 factor. 

Net Incremental Income Calculation 

Year 2 
218,000 kg. x 1.20 - 261,600 

218,000 
43,600 change in production 

43,600 kg x $.9/kg - 39,240 gross income from increase 
in product ion 

.28 - 
$1.0~987 net incremental increase in 

income due to production 
increase and marketing 
efficiencies for incremental 
product ion 

5,890 net incremental increase in 
income due to marketing 
efficiencies on the original 
218,000 kg. 

Year 3 
216,000 x 1.20 = 313,920 

218,000 - 

Year 4 
313,920 x 1.2 = 376,704 

Year 5 
376,704 x 1.2 = 452,044 
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Year 6 
452 ,044  x 1 .2  = 

Year 7 
324,453 x 1.1 = 

Year 8 
596 ,698  x 1.1 = 

Year 9 
656 ,368  x 1.1 = 

Year 1 0  
722 ,005  x 1.1 = 

Year 11 

794 ,206  x 1.1 = 

The c o s t  d a t a  a r e  o b t a i n e d  from t h e  same s o u r c e  a s  f o r  t h e  o t h e r  
s t u d i e s .  The $50 ,000  a  y e a r  argument p e r t a i n s  a l s o .  
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An IRR in excess of 30% as shown in Table 5, combined with the 
high cost $50,000 element is ample assurance that the project should prove to 
be viable. 

Cooperativa Apicola 11 

Honey and Wax Production 

Year 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13  
1 4  
15 
16 
17 
18 
19 
20 

Costs Income Net Income 

IRR = 36% 

11 See Table 2 and text for heading definitions - 
C. COAGRO: Impact of Management Improvement 

Over the last three years costs have equaled 99% of gross income. 
With the management improvement within the COAGRO organization, a minimum 
reduction in costs to 98% of sales is expected as COAGRO personnel learn new 
~ ~ n d  better management skills. Only the costs pertaining to the COAGRO 
operation are included here on the assumpt:ion that no other costs are 
necessary to attain the 2% increase in profits. We assume that the value of 
R R ~ ~ S  remains constant over R ten year period. The $1.32 million expenditure 
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on the COAGRO element is averaged over the five year disbursement period of 
the project. The internal rate of return that results is huge, 130%, and 
demonstrates the impact a modest investment can have on an organization that 
has struggled for some years. 

Table 6 

COAGRO 11 

Impact of Management Improvement 

Year Costs Income Net Income 

IRR = 130% 

11 See Table 2 and text for heading definitions. - 
Costs: $125,000 restructuring; $545,000 marketing advisor; $55,000 
marketing development; $595,000 support. 

D. IPACOOP - Impact of Management Improvement 

The CLUSA experts estimate that the new training skills to be taught 
by IPACOOP as a result of the technical assistance and support (approximately 
$1.18 million) will increase cooperative net incomes by 5-10% due to improved 
efficiencies of operation. If we only consider that portion of cooperative 
production which is marketed through cooperatives ($16.4 million of roughly 
$82 million), a 1 1/22 improvement in operations will produce a 29% IRR in ten 
years. We, thus, are quite certain that the IPACOOP element could be 
justified on its own merit. 
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Table 7 

Impact of Management Improvement 

Year Costs Income 

1 $236,800 $ -0- 
2 236,800 246,000 
3 236,800 . 246,000 
4 236,800 246,000 
5 236,800 246,000 
6 246,000 
7 246,000 
8 246,000 
9 246,000 
10 246,000 

*, 
IRR = 29%1 

11 See Table 2 for heading definitions - 

Net Income 
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MARKETING ANALYSIS OF COMMODITIE S 

A. Introduction 

A technical team composed of CLUSA AND AID staff visited selected 
cooperatives to determine which organizations would be best able to exploit 
improved product marketing services and other agribusiness opportunities. 
  his report presents a commodity and cooperative specific analysis of 
marketing sub-projects, which showed the greatest potential based on 
pre-feasibility calculations of the financial viability of investments as well 
as an institutional analysis of the eubject cooperativee. 

Poultry Production 

The poultry industry in Panama is dominated by three large integrated 
producers concentrated in Panama City. These producers raise both broilers 
and layers. The large producers have control of hatcheries, feed mills, 
poultry houses, abbatoirs, cooling facilities and the marketing system. The 
primary market for poultry products ie in Panama City, however, both eggs and 
meat are shipped to regional markets in cities such as David, Santiago, Colon, 
Chitre, Penonome and elsewhere. 

Within the COAGRO system are a number of farmers who raise broilers or 
layers on a relatively small scale. The lergeet concentrations of small 
growers are in David with 165 growers in the Avfcola de Chiriqul organization 
and in Santiago with 10 commercial operatic~ne in the Juan XXIII organization. 
A number of other small growers are scattered throughout COAGRO affiliates. 

Avfcola de Chiriqul and Juan XXIII are the only COAGRO cooperatives 
which are marketing poultry products. However, a number of COAGRO affiliates 
are providing input suppliee to membere for poultry operations such as feed, 
pharmaceuticals and equipment. In addition, many of the COAGRO affiliates and 
COAGRO itself sell input supplies to nonmembers. 

The economics of poultry production are favorable to producers because 
of the input/output price ratios in both broilers and layers. With reasonable 
levels of production and marketing efficiency poultry producers should be able 
to show a level of profit sufficient to justify the investment and risk 
involved . 

There appears to be no inherent reason why small farmers cannot 
produce as efficiently as large farmers, measured on a basis of cost of 
production per bird or per egg. However, small farmers are not now producing 
as efficiently as the large integrated operatione in Panama City. There are 
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basically five reasons why small farmers have not been able to enter 
production and produce as efficiently as the large integrated operations: 

1) Lack of farm level technical expertise. Achieving a favorable 
feed conversion ratio and limiting poultry mortality at the farm level is the 
most important variable in determining profitability of poultry raising. To 
do this requires close supervision of poultry operations by persons with 
expertise in poultry pathology, nutrition and poultry husbandry. The large 
Panama City producers have acquired such expertise, but small producers have 
had only irregular contact with Government extension agents who are unproven 
in the poultry area. 

2) Lack of access to capital. BDA operating policies do not take 
into account the production cycles and resultant cash flows. Thus, BDA 
repayment schedules are frequently not very realistic. 

3) Lack of access to inputs. Small farmers must buy day old chicks 
or 20 week old pullets either from the government hatchery or from one of the 
large Panama City producers. Some farmers voiced concern with the quality of 
birds obtained from these sources. Small farmers are also not receiving the 
benefits of large volume purchases of supplies and equipment as do the large 
growers and, therefore, small farmers are paying higher prices for inputs. 

4) Lack of access to processing and marketing systems. Except for 
the limited efforts of Avfcola de Chiriquf and Juan XXIII at marketing, 
smaller farmers have had to find their own markets for output. At modest 
production levels this obstacle is not particularly severe. However, 
practical limits are placed on production by processing and marketing 
facilities because these activities become disproportionate burdens on the 
time of a farmer if he must perform these activities himself and also try to 
increase his production. Processing and marketing are areas where there are 
definite economies of scale. 

5) Lack of integrated operations. Large producers have control of 
hatcheries, feed production, poultry houses, processing and marketing. At 
various times the economic situation changes so that certain activities of an 
integrated operation are profitable while at other time they are not. Thus an 
integrated operation is more stable economically because there are a number of 
activities in which a profit can be made. A non-integrated producer has to 
make a profit on the growing of his birds and thus is exposed to greater risk. 

Investing solely in a marketing system for poultry will result in 
a modest increase in poultry production since a number of the present poultry 
producers view marketing as a major constraint to increased production. The 
emphasis of this marketing system will be in the central and western regions 
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of the country where the cooperatives should have a transportation advantage 
over producers located near Panama City. 

However, major increases in poultry production will not come about 
until cooperatives have a completely integrated system. F i ~ l d  observations of 
broiler production showed management deficiencies at the farm level and 
perhaps at the hatchery which were resulting in feed conversion ratios of 
about 4:l whereas a ratio of 2.5:l it3 feasible and 2:l is possible. 

PROJECTED CAPITAL REQUImm NTS FOR POULTRY MARKETING 
( $000) 

Y E A R  

1 2 3 4 5 TOTAL 

Central Region 

Juan XXIII 
Refrigerator truck* 5 0 - - - - 5 0 
processing equipment* 9 0 - - - - 90 
building* 50 - - - - 5 0 
marketing capital level - 168 -- +24 +3 1 +2 2 +2 5 270 - 

required 

SUBTOTAL CENTRAL NEW 358 24 31 22 2 5 460 
CAPITAL DISBURSEMENTS 

Western Region 

Processing Equipment - 7 0 - - - 70 
Building - 4 0 - - - 40 
Marketing Capital level 132 +2 0 +15 +17 203 -- - +19 - 
SUBTOTAL WESTERN- NEW 
CAPITAL DISBURSEMENTS 132 130 15 17 19 31 3 

GRAND TOTAL-NEW 
CAPITAL DISBURSEMENTS 490 154 4 6 39 4 4 77 3 

* Equipment will also be used for processing and marketing beef and 
pork products. 
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TABLE 1 

PROJECTED BROILER PRODUCTION 

Y E A R  

Number of B r o i l e r s  Produced 

C e n t r a l  Region 

Juan X X I I I  60,000 72,000 80,000 88,000 97,000 

o t h e r  coops * 108,000 130,000 143,000 157,000 173,000 

EASTERN REGION 24,000 29,000 32,000 35,000 39,000 

WESTERN REGION 132,000 152,000 167,000 184,000 203,000 

TOTAL 324,000 383,000 422,000 465,000 512,000 

* Inc ludes  Agropecuaria Santefla, La Union de Anton, and s c a t t e r e d  o t h e r s .  
E a s t e r n  region d a t a  i s  not  included i n  t h e  a n a l y s i s .  

C.  Beef Product ion 

The es t ima ted  c a t t l e  popu la t ion  i n  Panama i n  1981 s tood a t  1 .35 
m i l l i o n  head. Over t h e  l a s t  decade t h e  i n c r e a s e  i n  t h e  c a t t l e  popu la t ion  has  
been l e s s  than  1 percent  pe r  yea r .  Panama i s  a  n e t  e x p o r t e r  of beef and has  
a c c e s s  t o  t h e  U.S. market because of freedom from hoof and mouth d i s e a s e .  Two 
t h i r d s  of t h e  c a t t l e  popu la t ion  i s  l o c a t e d  i n  t h e  Provinces  of C h i r i q u i ,  Los 
Santos  and Veraguas. 

I n  t h e  COAGRO f e d e r a t i o n  t h e  Cooperat iva  de  Produc to res  de  Leche and 
t h e  Cooperativa Ganadera i n  t h e  Western Region a r e  r a i s i n g  c a t t l e  f o r  beef .  
Juan XXIII i n  t h e  c e n t r a l  r e g i o n  is  planning t o  e n t e r  product ion and s l a u g h t e r  
of beef c a t t l e .  I n  t h e  E a s t e r n  Region Bejuco Chame produces beef .  Numerous 
members of o t h e r  COAGRO a f f i l i a t e s  a l s o  produce v e a l  o r  beef .  

The p resen t  marketing system c o n s i s t s  of middlemen, t r u c k e r s ,  
p rocessors  and o t h e r  buyers who v i s i t  f a rmers  and purchase c a t t l e  "by eye" 
r a t h e r  than weight. Some buyers purchase  on c r e d i t  and o t h e r s  g i v e  cash.  
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Cash purchases are made at a lower price. Since the Government controls the 
price of most beef cuts there is not as much variation in farm gate prices as 
would be expected under free market conditions. Prices paid to farmers are 
generally lower during the dry season when many small farmers sell cattle 
because of lack of available forage. 

Despite the number of cooperative farmers producing beef, there appear 
to be limited opportunities for cooperatives to get involved with beef 
marketing at this time. Suggestions of cooperatively-owned auction facilities 
or buying stations were not greeted with any enthusiasm during the field 
survey. It does appear that encouraging small farmers to store hay or fodder 
for dry season feeding would help them avoid selling livestock during the dry 
season when prices are lower. However, no provision was made in this project 
for such activities. 

The one cooperative which is prepared to enter beef marketing is Juan 
XXIII. Plans are being made for a multi purpose slaughterhouse to process 
beef, pork and chicken. The beef will be sold in the same marketing channels 
as the pork and chicken. This is in their 16 retail outlets, other consumer 
cooperatives in the Central Region, restaurants and private stores. 

CAPITAL REQUIREMENTS FOR PROCESSING AND MARKETING 
BEEF CATTLE IN JUAN XXIII ($000) 

Y E A R  

1 2 3 4 5 Total 

Cattle Sold 0 170 340 510 680 1,700 

Capital Investment 
Processing equipment* - - - - - 90 
Building* - - - - - 50 
Refrigerator truck* - - - - - 5 0 

Marketing capital 

TOTAL-NEW CAPITAL -0- 3 0 30 30 3 0 120 
DISBURSEMENTS 

* Building and equipment will also be used for processing and marketing pork 
and poultry products. The $190,000 is included only in the $490,000 figure 
for poultry. 
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D. Pork Production 

In the country as a whole, pork consumption and production assumes a 
minor role when compared to beef. Panama is a net importer of pork products 
as consumption has been outpacing production. A major portion of pork 
production is small farmers raising local breed scavenger pigs. 

Farmers in the Juan XXIII cooperative are commercially raising Danish 
Landrace and other improved cross breed varieties of pigs. The pigs are 
fattened on grain concentrates produced in the feedmill operated by the 
cooperative. Some of the farmers are specializing in breeding and producing 
feeder pigs. Other farmers are buying feeder pigs and fattening them to 
market weight of about 220 pounds. 

About 30 percent of the hogs raised by Juan XXIII farmers are 
slaughtered in facilities owned by the cooperative and sold in retail outlets 
owned by the cooperative. In addition negotiations are proceeding to sell 
pork products in several other cooperativee, a number of privately run stores 
in the Santiago area and in local restaurants. Seventy percent of the hogs 
are sold live to middlemen processors and retailers. Markets for pork are 
expected to complement the markets being developed for poultry and beef. 
Joint marketing of pork, chicken and eggs will extend the product line and 
provide external economies in the marketing effort. 

The present level of production in Juan XXIII is 200 hogs per month. 
In 1983 the production level was expected to reach 500 hogs per month, with 
further increases in production expected to hinge on developing markets. The 
price of a dressed 145 pound carcass is $1.03 per pound. 

At the present time there does not appear to be any other cooperative 
in the COAGRO system which is in a position to market pork. However, it might 
be expected that if pork production proves to be profitable because of easier 
market access through the developing marketing system at Juan XXIII, 
individual farmers in other cooperatives may enter pork production. 

The major uncertainty in pork marketing is the ability of the market 
to absorb increased production at a price which is favorable to the farmers. 
The major determining factor will be government policy toward agricultural 
prices and the level of imports permitted. Comparisons were made of the 
projected pork production levels in the Juan XXIII cooperative with the total 
increased pork production in the country during this same period. 

Between 1971 and 1980 the swine herd in Panama increased from 151,000 
head to 211,000 head. This represents an average increase of 3.8 percent per 
year over the 9 year period. If this same rate of increase continues for the 
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life of the cooperative marketing project, in 1987 the swine herds will number 
273,000 head. This represents an increase of 46,000 head over the present 
estimated herd of 227,000 head. The 5 year projected increase in production 
by Juan XXIII of 4,600 head per year represents 14 percent of the increase for 
the country as a whole. It is reasonable to assume that the increased 
production will be readily absorbed in the market if there is no major shift 
in pricing policies. 
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PROJECTED SWINE MARKETING AND CAPITAL 
REQUIREMENT IN JUAN XXIII 

PRESENT 1 - 2 - 3 - 4 - 5 - Total 

Swine Marketed 2,400 6,000 6,600 7,260 8,000 8,800 36,660 

Marketing Capital level 224,000 +22,000 +25,000 +28,000 +29,000 328,000 

Capital Investments 

Refrigerated truck* - - - - 

Processing Equip.* - - - - 

Building* 

Total NEW CAPITAL 
DI SBURSEMENTS 

* Building and equipment will also be used for processing and marketing beef and poultry. The 
$190,000 is included only in the $490,000 figure for poultry. 
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Honey and Wax Product ion 

Panama is a net exporter of honey and wax. Two cooperatives are 
supplying beekeepers with supplies and marketing. One of the cooperatives is 
associated with COAGRO, the other is not. 

In the Central Region is Cooperative Apicola. Apicola has 70 members 
and tries to coordinate supplies and marketing for beekeepers in the whole 
country. Apicola encourages beekeepers who are members of other COAGRO 
cooperatives to form special interest working groups rather than starting a 
new cooperative. The cooperative has been largely inactive because of a lack 
of capital for marketing. 

In the western region is Cooperative Servicios Multiples de 
Apicultores de Chiriqui. Twenty-nine of the approximately 100 beekeepers in 
Chiriqui Province are members of this cooperative. Members maintain 4,000 
hives. This relatively new cooperative is not yet marketing honey, but the 
president sees marketing as the key to success of the cooperative. At present 
the cooperative is being run by the board without hired management, at a very 
low administrative cost. This cooperative is not a member of COAGRO but 
discussions have been held with COAGRO board members. The board and 
membership of this cooperative appear to be very bueinese oriented and their 
future development would be strengthened by participation in the marketing 
project. 

Beekeeping is potentially very well suited for small producers. The 
capital requirements are modest, equipment can be made locally, land ownership 
is not essential, and beekeeping is labor intensive. 

A potential problem with beekeeping in Panama is the invasion of 
African bees. In some South American countries where African bees have 
invaded, honey production went down. Costs of production went up because 
beekeepers were required to move their hives away from populated areas to 
prevent mass stinging and many beekeepers reduced the number of hives or went 
out of business. However, the African bees are breeding with the more docile 
Italian bees and the cross produces colonies which are more docile than the 
Africans, variety but retain its superior foraging ability. As a consequence 
honey production in Panama could actually increase. 
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CAPITAL REQUIREMENTS FOR HONEY AND WAX MARKETING 
( $000 

Y E A R  

1 2 3 4 5 Total 

Central Region 

Cooperativa Apicola 

Proce~sing Equipment 10 - - - - 10 

Marketing Capital level - 60 +12 +14 +17 +2 2 125 - 
Total 7 0 12 14 17 22 135 

WESTERN REGION 

S.M. Apicultores 

Processing Equipment 3 0 - - - - 3 0 

Marketing Capital level 60 +12 - +14 +17 +22 125 

TOTAL NEW CAPITAL 9 0 12 14 17 22 155 
DISBURSEMENTS 

GRAND TOTAL-NEW 160 2 4 28 3 4 44 290 
CAPITAL DISBURSEMENTS 

F. Cacao Production 

Cacao is produced in the Eastern Region by the Cooperativa de Cacao 
Bocatorefia. In 1981 its 250 members marketed 946,000 pounds of cacao. This 
financially sound cooperative has begun direct export of cacao to take 
advantage of greater marketing margins than are available by selling to local 
buyers. The activities of this group are limited to collection, grading, 
storage, transportation and marketing of cacao as well as bargaining on behalf 
of its members. Plans for construction of a cacao processing plant were 
shelved when (1) prices for cacao dropped from $1.47 per pound to $.60 per 
pound, (2) an outbreak of fungus reduced output for the group from 1.5 million 
pounds to .95 million pounds, and (3) another business group constructed a 
processing plant. 
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The needs of this group for marketing operating capital will be influenced 
by changes in world market prices for cacao and recovery of the trees from 
fungus infestation. 

CAPITAL REQUIREMENTS FOR CACAO MARKETING ($000) 

Y E A R  

1 2 3 4 5 Total 

Marketing Capital level 205 +31 +3 5 +41 +46 358 

Capital Investment 

Total NEW CAPITAL 205 31 35 4 1 46 358 
DISBURSEMENTS 

G. Fruit and Vegetable Production 

Fruit and vegetable production is an important economic enterprise for 
many Panamanian fanners. Variatione in cl.imate, soil and altitude permit the 
production of a wide variety of horticulture crops over a fairly long 
marketing season. Horticultural crop enterprises are operated under an 
intensive production system that is well ouited to small farmers. Unused or 
underutilized family labor can be used on small parcels of land to provide 
needed cash income for families wishing to lift themselves from subsistence 
farming. 

The western and central regions of the country are now producing the 
bulk of horticultural crops in Panama. It, appears the area also has potential 
for expansion. Chiriqui province is the most important production area for 
vegetables, with Boquete and Cerro Punta being moat active. At present these 
two highland areas are producing, potatoes, onione, lettuce, cabbage, carrots, 
tomatoes, celery and oranges for market. They are also producing a smaller 
volume of bell peppers, beets, sweet potatoes, cucumbers, chili peppers, 
beans, chinese cabbage, strawberries, cauliflower, broccoli, grapefruit, 
chayote and avocados. With market development production of these minor crops 
could be expanded. 

A second potential commercial production area is in the lowlands of 
the Azuero Peninsula. Communities presently active in production are Ocu, 
Chitre, Santiago, El Valle and Aguadulcr. The principal varieties produced in 



ANNEX I1 
EXHIBIT G 
Page 12 

this area are yucca, onions, tomatoes, carrots, watermelons and melons. Onion 
and tomatoe production could complement the Boquete and Cerro Punta production 
areas. 

La Cooperativa Horticola de Mercadeo de Boquete is presently the most 
active cooperative in Panama in the marketing of fruits and vegetables. 
During the 1981-1982 marketing year Horticola handled 100,000 cwt. of 
vegetables. Grading, cold storage and bagging equipment now (primarily for 
potatoes) exist in the cooperative. In addition, the cooperative has 
established a small marketing facility in Panama City. This facility has two 
small cold storage chambers, trucks for local delivery, a small space where 
re-packaging can be done, and a salesman-manager. They have been able to make 
a market entry with several Panama City supermarkets (Riba-Smith, Gago, etc.) 
and fast food chains (Taco-Bell and Pizza Hut). 

Of Horticola's total volume, 80 percent is trucked to Panama, with the 
remaining 20 percent sold locally in Boquete, mostly to middlemen. The 
cooperative considers their "select" market as being, supermarkets, ship 
chandlers, hotels and retaurants, and the former Canal Zone. More than 37 
percent of their Panama City volume goes to this select market, with the 
remainder being sold in the public market, to small bodegas and middlemen. 

Other cooperatives and individual producers have not developed a 
marketing system. Instead, their production is sold to middlemen or, as in 
the case of potatoes and onione, to I M A .  

The present distribution system for perishable fruits and vegetables 
does little to preserve quality. Lack of refrigeration, poor packaging, 
inadequate transport, lack of sorting and grading facilities, all contribute 
to a large volume of waste. In addition, the product which does reach the 
consumer is of such inferior quality that it lowers its acceptance, resulting 
in lower consumption and lower prices. 

Cooperative leaders have confused "selling" with marketing. If they 
produce, they look for a buyer. They do not look for a buyer (a market) and 
then produce to meet that need. If they find someone today to buy what they 
have, they believe they have secured a market. In fact, the buyer may well 
buy elsewhere tomorrow if price ie lower, the quality is better, or if the 
another seller reaches him first. Long term markets can be developed only if 
the seller is able to convince the buyer he has something his competitor does 
not have. Panamanian cooperatives developing fruit and vegetable markets 
should consider the following strategies in market development: 

1. Quality. Deliver to the buyer a euperior quality product which 
will be in high demand by the coneumer. 
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2. Supply. Maintain a regular supply of the product which the buyer 
can depend on. This means where feasible, extending the marketing season with 
storage or scheduling production to extend the season. Delivery of the 
product on the day, at the time and in the amount and quality ordered by the 
buyer also is important. If the cooperative has been able to secure a sizable 
portion of the market supply, this will also give the organization more 
control of the market. 

3. Services. Examples of services which might be developed are store 
delivery, pre-pack for the buyer, and training of super-market personnel in 
the maintenance of in-store quality to assure consumer satisfaction. Other 
services could also help secure markets. However, only those which are 
profitable should be offered. For example, the extension of credit is often 
risky and credit policies should be adopted which do not hamper the movement 
of produce, but which also protect the cooperative market. 

4. Contractual agreement. If the buyer perceives enough of an 
advantage, he may agree to a contract which will legally secure the market for - - . - 

the cooperative. Here again, there are risks if the cobperative cannot meet 
its production obligations. 

H. Future Cooperative Market Development in Fruits and Vegetables 

Horticola in Boquete is presently the leader in the cooperative 
marketing of fruits and vegetables. Future development should be built around 
this organization. Ways should be found to involve other cooperatives in 
fruits and vegetable marketing. A mechanism should be developed which will 
involve these groups in such a way that Horticola does not become just another 
"middleman" for other farmer groups. It would seem that groups from different 
areas should maintain their autonomy within their local community. However, 
it may be advantageous for them to cooperate with other cooperatives in 
operating facilities in Panama City and in developing a distribution system 
for their product. It is unreasonable to expect that Horticola de Boquete 
should give these other groups a "free ride". Each group should make an 
equitable contribution to market development. A way should be found to assist 
Horticola in moving ahead with its market development efforts, and still 
permit the entry of other groups at a lateir date. COAGRO as a federated 
cooperative could possibly make a contribution in this area. 

One small cooperative, El Valle de Anton, could possibly develop its 
fruit and vegetable production so that it could market cooperatively with 
Horticola. El Valle presently has 13.5 hectares of production, devoted mainly 
to onions. This could readily be expanded to 20-25 hectares. In addition, 
the cooperative has access to 43 hectares of mesa land a half hour distance 
from El Valle. Individual producers, farming small plote within the area, 
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could probably be induced to join with the cooperative for expanded volume, if 
the cooperative could offer them marketing services. Another potentially 
valuable resource available to the cooperative is a very substantial building 
for grading and storing of fruits and vegetables. This facility has a small 
cold storage room (approximately 400 square feet) and a fruit grading system. 
With minimal investment this facility could be used to handle fruits and 
vegetables in a quality program which could fit into the larger market 
development plan under consideration by Horticola. Leaders of the two 
cooperatives have discussed the idea. 

Other even smaller producer groups could fit into a cooperative 
marketing plan under Horticola leadership. The small cooperative in Chica and 
the unorganized producer group at OcG have shown interest in working in such a 
marketing arrangement. No projections were on their credit needs or potential 
production. However, any cooperative fruit and vegetable marketing plan 
developed should facilitate the easy market entry of such groups. 

The marketing system to be developed should give the producer, through 
the cooperative, maximum control of the product until it reaches the 
retailer. No attempt should be made to sell directly to the household 
consumer in Panama City. Key market areas to be developed should be (1) 
supermarkets (2) hotels and restaurants, (3) Canal Zone buyers (4) ship 
chandlers. A market will still exist for lower quality produce with small 
stores, the public market and middlemen. 

At some future date cooperative development of food processing sh,ould 
be considered (canning, freezing, drying, etc.). However, this should not be 
done until the fresh market potential has been fully realized. 

Howard Johnson, Volunteer Development Corps, working with Horticola 
developed the following production projections which they believe can be 
marketed through their Panama City outlet. A part of this production would 
need to be provided by producers outside the Boquete area. The projections 
seem in line with their capabilities and market demand if additional 
investment is made in the marketing system. 
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An estimate of investment needs for market development and expenses are 
listed below: 

La Cooperativa Horticola de Mercadeo de Boquete 

Investment YR 1 YR 2 YR 3 YR 4 YR 5 Total 

Onion Dryer 
Cold storage for 
Onions and Vege- 

tables (Boquete) 
Cold storage for 
Panama City Dis t . 

Re-Pack office short- 
term storage 

( Panama City) 
Office space 

(Boquete) 
Grading and Handling 
Equipment 

Vac. Cooling for 
Leafy Vegetables 

Delivery trucks 
Big trucks for 
Boquete-Panama 

Field man Marketing 
Asst. for Producer 

F. M. Transport. 
Mkt. Sales Dev. 

(Panama City) 
Managerial Staff 

Training 
Operating Capital 

level for Increased 
Onion Storage 

Operating Capital 
level for Expanded 
Mkt. other veg. 

+65,000 -65,000 (revolves) 195,000 

80,000 -60,000 +60,000 (revolves) (revolves) 200,000 

Total NEW Capital 887,000 290,000 584,000 344,000 429,000 2,534,000 
Disbursements 
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Cooperativa Agropecuaria de Servicios Multiples La Libertad de El Valle 

YEAR ONE YEAR TWO YEAR THREE YEAR FOUR YEAR FIVE TOTAL 

Renovation of Fruit 20,000 
and Vegetable Re- 
ceiving, Handling, 
and storage building 

Total Operating Ca- 
pital for Market- 
ing Truck 

40,000 +20,000 (revolves) (revolves) 60,000 

30,000 30,000 

Total NEW CAPITAL 20,000 70,000 - 20,000 110,000 
DISBURSEMENTS 

Grand Total New Ca- 
pital Ddisbursements 
for Fruit and Vege- 
table Marketing 907,000 360,000 604,000 344,000 429,000 2,644,000 

The quality of leafy vegetables produced in the Chiriqui area is quite 
good. However, it begins to deteriorate from the moment it is harvested. 
High temperatures and high humidity rapidly destroy the original high quality, 
leaving the kind of poor quality produce often found in Panama City markets. 
During the first three years of the project cooling chambers and refrigerated 
trucks will be used to maintain produce quality. During the fourth year a 
$250,000 investment in a vaccum cooler ie recommended. Thie cooler will 
quickly lower field heat as well ae the humidity of the product. When used in 
conjunction with cold storage and refrigerated transport, a euperior quality 
protl t~ct  can  he delivered to the Panama market. 

Additional delivery trucks will be needed in Panama if the market 
expands as anticipated. Two small delivery trucks are planned for purchase 
during the second year. $40,000 is budgeted for them. In addition two large 
trucks will be needed to improve the transport of produce from Chiriqui to 
Panama City. They should be refrigerated and have a 30,000 lb. capacity. One 
is scheduled for purchase the first year at $50,000 and the eecond in year 
two. These two trucks will not completely meet the cooperative's 
transportation needs. They will give the coop flexibility and provide 
refrigeration for the most perishable crops. The additional transport needed 
will be leased. 
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Expanded fruit and vegetable production with a heavy emphasis on 
quality and market timing will require additional fieldman assistance to work 
with producers. A figure of $10,00O/year is planned for each of the five 
years to assist with this service. In addition, $3,000 is budgeted in year 
one to buy and maintain a small motorcycle. In each of the following years 
$1,000 is budget for operation and maintenance. 

Added sales and market development assistance will be needed in the 
Panama City market operation. The sum of $18,000/~ear has been budgeted to 
assist with this most necessary activity. 

Another $18,000 was estimated to be needed for managerial staff 
training; $12,000 for the first year, and $6,000 for the second year. 
Practical experience with successful fruit and vegetable operations is 
envisioned. The possibility of training in Mexico should be investigated as 
the country is marketing to the U.S. Mexico also produces and markets many of 
the same crops as those produced in Panama and language would not be a problem. 

Additional operating capital will be required because of the increased 
onion storage. A total of $195,000 is planned. An estimated $65,000 is 
proposed for the second year of the project, coming the first year after 
additional storage facilities are built. The third and fourth years of the 
project will require $65,000 each year of added working capital. This working 
capital should permit advancing producers a sizable portion of the value of 
their crop at harvest time, while still allowing the cooperative to hold the 
product for better prices during the off-season. 

Additional working capital ($200,000) is planned to increase potato 
volume and for all of the other crops being marketed by the cooperative. The 
first year calls for a $80,000 investment, with $60,000 being added during the 
second and third years. 

An investment of $110,000 is anticipated for the five year period of 
fruit and vegetable market development by the El Valle Cooperative. A modest 
$20,000 investment is expected the first year to renovate the existing fruit 
and vegetable receiving, grading, cooling and storage building. This would 
include putting the cool room back in operation, and performing needed 
maintenance. It should also cover the cost of constructing a few handling and 
storage facilities, but would not cover the cost of the building to house the 
onion dryer. 

A total of $60,000 working capital for marketing is anticipated; 
$40,000 the second year of the project and another $20,000 the third year. 

A new truck for fruit and vegetable transport is scheduled to second 
year for $30,000. The truck will be needed to transport produce from the new 
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land to be developed on the mesa. It will also be needed to transport produce 
from El Valle to the main highway for connection with Horticola trucks, for 
further transport to Panama City. At times, El Vallr may be called upon to 
transport their produce to Panama City. 

A total investment of $2,534,000 could be utiliz.ed by Horticola for 
market development over a five year period. $887,000 could be utilized the 
first year, $290,000 the second, $584,000 the third, $344,000 the fourth and 
$429,000 the fifth year. 

$200,000 is budgeted for an onion dryer. A feasibility study should 
be conducted on the potential of expanding the onion market by drying and 
storing. Different fuel sources should a.lso be investigated. The possibility 
of using alternative energy as a heat source (as is currently being done by 
some of the area coffee driers) should be. thoroughly investigated. 

Personnel of the Horticola Cooperative estimate a needed expansion of 
cold storage chambers for onions and other vegetables. Onions are considered 
one of the most profitable crops of the area. Horticola estimates a need for 
new storage capacity of 1 112 times their existing potato storage. Total cost 
of this expansion is estimated at $1,200,000. This storage could be 
constructed in stages, with 113 of the new storage being built the first year, 
an equal amount the third year, with the last storage units being built the 
fifth year. This will permit a gradual increase in production and essential 
market development. While a sizable portion of this new storage would be 
utilized for onions, a portion of the capacity should be used for short-term 
cooling and storage of other crops. 

Expansion in the Panama City facilities is also anticipated. A small 
$40,000 cold chamber is envisioned which when added to the existing two 
chambers should give the Panama City plant the needed short term storage 
capacity to meet increased marketing needs. The cold storage investment is 
anticipated during the second year. 

Additional area for re-packing and short term storage as well as 
improved office space is also needed in Panama City. This anticipated $60,000 
investment is scheduled for the first year. 

Added office space is also needed by Horticola at Boquete. A small 
$30,000 facility is scheduled for the third year. This could be planned in 
connection with the new storage facilities. 

During the first year a $54,000 investment in grading and handling 
equipment is planned. This would include grading and sizing equipment, 
sorting tables, conveyers, bagging and packaging equipment. This investment 



ANNEX I1 
EXHIBIT G 
Page 20 

could do much to help upgrade the uniformity of product and maintain quality 
standards . 

I. Coffee Production 

Coffee is an important cash crop in the highlands of Chiriqui 
province. Well over half of Panama's coffee production comes from this area. 
"CafE de Altura" the higher grade of coffee is produced there, with a lower 
quality coffee, "cafe Bajura" being produced at lower altitudes in other 
provinces. Yields are highest in Chiriqui but still well below those of other 
coffee producing countries. 

Panama is a member of "La Organizacibn International del CafE" (OIC) 
and has a quota for coffee exportation. However, a sizable portion of the 
country's production is utilized for domestic consumption. The higher quality 
coffee tends to be exported with the lower grades utilized within the 
country. Domestic demand is projected to be 6,500 metric tons (low estimate) 
to 7,300 metric tons (high estimate) by 1985. Production estimated for the 
1981-82 crop year was slightly over 7,020 metric tons. Without increased 
production Panama would become a net exporter of coffee. 

Farmers have been receiving around $100 per cwt. for high quality 
"cafe altura". The lower quality "cafe bajura" coffee has been selling for 
$75 per cwt. These prices are for coffee beans after they have been processed 
at a "beneficio". The value of the unprocessed fruit would be somewhat less. 
Export prices of coffee vary throughout the year and from year to year, as 
world prices fluctuate. Prices of $140 per cwt. would not be an uncommon 
seasonal peak price. 

Cooperativa de S. M. Blanca Flor in Chiriqui has an existing yearly 
capacity of 1,500 cwt. of coffee beans. Working capital for marketing has 
become a restriction to their operations. A $100,000 revolving fund would 
permit the advance of approximately 2/3 of crop value to farmers at delivery. 
A three year period is suggested to phase in these funds; $50,000 the first 
year of the loan, with an added $25,000 for the second and third years. This 
should permit the cooperative to develop and refine its policies on market 
fund advances before receiving all its projected working capital resources. 

Renovation and expansion of Blanca Flor's beneficio will be needed by 
the third year of the loan. An estimated $400,000 has been projected as the 
capital requirement for infrastructure. A total loan requirement of $500,000 
is projected for Blanca Flor. 

Cooperativa S. M. La Esperanza de Los Campesinos De Santa Fe in 
Veraguas province is a small cooperative which has a small coffee beneficio 
among its several operations. The existing plant has very poor drying 
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facilities, the equipment needs upgrading, and volume should be expanded. A 
small investment in marketing working capital funds needs to be made. In 
addition, the cooperative is in need of transport for its coffee to market at 
Chiriqui, and for the movement of production inputs to their isolated village 
in Santa Fe. 

A sum of $50,000 is projected for improvement of the facilities at the 
beneficio. This would include a paved patio for sun drying coffee beans, as 
well as new equipment and facilities for up-grading and expanding the 
beneficio. The plant would remain small, but would serve as a needed market 
outlet for small coffee producers whose lands are suited to producing little 
other than coffee. 

A $40,000 investment to augment their working capital fund for 
marketing is also anticipated. A requirement of $90,000 for infrastructure 
and working capital is expected for the first year of the loan. During the 
third year of the project demand is anticipated for a truck to transport 
coffee to market and to bring production inputs to the cooperative; $40,000 is 
projected for this investment. 
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COFFEE MARKETING 

Cooperativa de S. M. Blanca Flor 

Y E A R  

1 2 3 4 5 Total 

Total Marketing Working 
Capital 50,000 +25,000 +25,000 (revolves) (revolves) 100,000 

Infrastructure 

TOTAL NEW CAPITAL 50,000 25,000 425,000 - - 500,000 
DISBURSEMENTS 

Cooperativa S. M. La Eeperanza de 10s Campesinoe de Santa Fe 

Marketing Working 40,000 (revolves)(revolve~)(revolvee)(revolves) 40,000 
Capital level 

Coffee Processing 50,000 
Plant 

Trucks to Transport 40,000 40,000 
Coffee to Market 

Total NEW Capital 90,000 
Disbursements 

Grand Total New 140,000 25,000 465,000 
Disbursements 

An assessment should be made of how the export market for coffee could 
best be utilized by small local coffee cooperatives. COAGRO, a federated 
cooperative, could play a major role in thie market development. 

Grain Production 

The production of corn and grain sorghum is well suited to much of the 
cultivated land located in the central and western regions of Panama. Another 
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major grain production area is located in the Azuero Peninsula of the central 
district. Chiriqui province is also an important grain producer. 

Panamanian farmers have shown good progress in the adoption of 
improved technology in their grain production. Improved seed, fertilizer and 
agricultural chemicals are conrmonly used. Production costs, however, remain 
high. 

The Panamanian government pricing program protects the country's grain 
industry from competition from low price imports. Panama still imports a 
sizable portion of its national grain needs. All grain importation is handled 
by the government agency, Institute de Mercadeo Agropecuario (IMA). Domestic 
grain users buy from IMA at support prices above the world market price 
intended to protect the Panamanian producer. 

Grain producers and their cooperatives are free to sell wherever they 
like. COAGRO's Midarina feed plant is a market for some. Others sell to 
private feed companies, local cooperatives and individuals. However, the 
Government, through IMA, is the largest buyer of grain. IMA has most of the 
country's grain storage capacity, and is constructing more with AID 
assistance. Grain producers complain about IMA's slowness in paying them for 
grain purchases. Some must wait weeks or even months to be paid for their 
grain. This has caused financial problems for producers who have loans to 
repay, or have production or living expenses. It would seem that IMA does not 
have sufficient working capital to make prompt payments for grain. 
Apparently, the IMA price paid to producers at harvest may be $1.50 per cwt. 
lower than the price charged by IMA to grain users a few months later. And, 
IMA must still recover its storage and operations costs. 

Panama's feed grain marketing system could be improved if (1) grain 
producers could maintain ownership of their grain following harvest until 
market prices improve; (2) cooperative users of grain, such as COAGRO's 
Midarina feed plant could increase their storage capacity to help grain 
producers and feed users by improving th,e efficiency of grain movement from 
producer to user. 

Given IMA's soon to be expanded grain storage capacity, it is probably 
not feasible for cooperatives to constru.ct additional storage facilities for 
their member producers. Instead, cooperatives should investigate the 
possibility of leasing grain storage space from IMA which would relieve the 
demand for IMA's scarce working capital needed to pay producers. The grain 
producers cooperative could advance a percentage of the market value at 
harvest delivery. Final settlement wou1.d be made after selling at the hoped 
for market price peak. Storage and costs of operation would be deducted from 
the final settlement. 
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COAGRO's Midarina feed plant is an important processor and marketer of 
corn and grain sorghum. Their present capacity is around 35 tons per day with 
an annual production of 6,250 tons. Grain storage facilities at the plant are 
inadequate. The two existing silos should be augmented by additional storage 
of around 60,000 cwt. This would benefit the Midarina plant by assuring a 
secure supply of feed grain for processing, could lower their cost of buying 
from IMA, and permit their buying from COAGRO member cooperatives at an 
improved price for grain producers. 

Presently, over half of the plant's production is going to the 
asentamientos through government purchases. Nearly a quarter of the 
production is sold to private individuals and companies. Only 20 percent or 
less of the plante volume ie being utilized by COAGRO cooperative members. 
Increased grain storage facilities could do much to improve Midarina's 
competitive market position. In addition, other efficiencies should be 
investigated by Midarina management. Computerized least-cost formulation of 
rations could, with only minimal investment, greatly improve their market 
position. Midarina should not be expected to completely supply the mixed feed 
needs of the country's cooperatives. Some, particularly the larger volume 
cooperatives, will continue to find it advantageous to continue their own feed 
processing and mixing facilities. This is especially true of those located in 
grain producing areas. Midarina should find ways of better servicing them 
with more specialty feeds, feed inputs (vitamins, minerals, medicines and 
protein supplements, etc.), market price information, and least-cost ration 
formulation services. 

In addition to an investment in grain storage facilities, Midarina 
should upgrade its feed and grain handling equipment. An estimated credit 
need of at least $80,000 is projected for this investment. Working capital 
will also need to be increaeed if grain storage capacity is increased. A 
revolving capital fund of $660,000 would be needed to finance the 60,000 cwt. 
of additional grain to be stored. 



ANNEX I1 
EXHIBIT G 
Page 25 

An estimate of investment needs for market development is listed below; 

COAGRO Midarina Plant 

Y E A R  

Investment 1 2 3 4 5 Total 

New silos with 120,000 
total capacity 
of 60,000 cwt. 

Grain Handling 80,000 
Equipment 

Working Capital for 660,000 (revolves) 660,000 660,000 660,000 
Grain Inventory 

Total New Capital 200,000 660,000 - - - 860,000 
Disbursements 

Grain Marketing Needs of Local Cooperatives 

Cooperativa de 200,000 +127,750 +127,750 +127,750 +127,750 711,000 
P. y S.M. Agrope- 
cuaria Santefia, 
Las Tablas Working 
Capital level for 
Grain Marketing 

Cooperativa de P. 40,000 + 39,000 (revolves) (revolves) (revolves) 79,000 
y S.M. Union Agrf- 
cola Chitre Working 
Capital level for 
Grain Marketing 

Cooperativa de La 40,000 + 39,000 (revolves) (revolves) (revolves) 79,000 
Uni6n de Ant6n, 
Working Capital 
level for Grain 
Marketing 

Total New Capital 
Disbursement8 

C r n n d  Total New 
Capital Disburee- 
ments 
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Capital investments in a 60,000 cwt. storage facility and in grain and 
feed handling equipment are anticipated for the Midarina plant the first year 
of the loan. This should permit the feed mill to purchase much of its grain 
needs at harvest time. The demand for working capital to finance grain 
purchases is anticipated to occur during the second year of the loan 
(following completion of the new grain storage silos). A $11.00 per cwt. cost 
is anticipated. Grain processed into mixed feed would require continued 
investment of marketing working capital until the feed is removed from 
inventory and sold. 

Since little or no infrastructure investment will be required by local 
cooperatives leasing grain storage from IMA, the total credit demand will be 
for working capital for marketing. Demand for working capital has been 
estimated as follows: 

1. Advances to producers at harvest. This has been 
eetimated at 60% of the IMA support price, $6 .60  
per cwt. 

2. Storage and drying cost. As low a cost as possible 
should be negotiated with IMA. In addition to storage 
costs, the cooperative should expect to pay for grain 
drying. A weight loss will occur with drying necessi- 
tating a price discount to the grower, a rough estimate 
of $.80 per cwt. is estimated to cover the cooperative's 
cost for storage and drying services by IMA. 

3. Transportation costs. These costs will vary upon distance 
to IMA storage. An estimate of .30 per cwt. has been 
projected. 

4. Management. Certain management costs incurred by the 
cooperative should be passed on to the grain producer. 
However, until final settlement these costs will require 
the investment of working capital. $.20 per cwt. has been 
estimated as direct management costs. .20 - 
Total Capital needed per cwt. of feed grain markets $ 7.90 

A gradual phasing in of grain marketing working capital is 
anticipated. Santefla, with the largest potential volume of the three 
cooperatives requiring grain marketing credit, should have the revolving fund 
marketing capital increased slowly as expected volume increases. An amount of 
$200,000 is budgeted the first year of the loan, with an additional $127,750 
per year anticipated for years two through five. At the end of year five 
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SanteBa should be marketing 90,000 cwt. of corn and grain sorghum. SanteRals 
total working capital demand should be around $711,000. 

The Cooperatives at Chitre and Anton have a much smaller volume 
potential when compared to SanteRa. Therefore, their market potential should 
be realized sooner. Each of these two are projected as needing $40,000 the 
first year, and $39,000 the second year. By then, they should be marketing 
10,000 cwt. of feed grain per year. 

K. Dairy Production 

Panama has two quite different milk production and marketing systems. 
Grade A fluid milk is produced by large dairys, using modern equipment and 
technology. While their production levels may eeem low when compared to 
commercial dairys in more temperate climates, they are well above that of the 
small producer of Grade B and industrial grade milk. 

The major production area for Grade A milk is located in Chiriqui 
province. Most of the Grade B and manufacturing milk production comes from 
Los Santos and Herrera provinces ae well as Chiriqui. 

Milk processing and manufacturing ie effectively controlled by a few 
large companies. Their facilities appear to be adequate to handle the 
country's needs. Through its system of price controls, the Panamanian 
Government sets the producer price for milk. 

While producers of grade B and industrial grade milk may complain of 
low prices, several other factors appear to be more critical to the wellbeing 
of their industry. Sanitation and inferior milk quality ie a significant 
problem for the small producer of industrial milk. Hand milking in a corral 
or open shed is the start of the problem. Add to this poor herd management in 
the separation from the milking herd of mastitie cowe, cowe receiving 
medication and diseased cows. In addition, milk ie seldom cooled, much less 
refrigerated on the farm or in the trucks ueed to transport milk to the 
plant. A common sight is cane of milk setting in the tropical sun at 
roadside, waiting for pick up by a milk truck, which is late. 

The average daily production of manufacturing milk herds may be only 
two or three liters per cow. Little or no supplemental feede are ueed, and 
the "dual purpose" cattle eeem better suited to beef rather than to milk 
production. 

Intensive studies should be conducted to determine if industrial milk 
production, under existing conditions and technology, is profitable to 
dairymen. Is it truly his best enterprise for the use of available 
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resources? What production and management changes need to be made to make the 
enterprise profitable? Are producers willing and able to make these 
production changes? Only after these production questions have been 
positively resolved, should plans be made to invest in an improved cooperative 
marketing system for lower grade milk. 

Perhaps at some future time, cooperative transportation, collection 
and storage depots, and processing and manufacturing facilities could be 
developed. 

The Grade A milk industry presents a somewhat different picture than 
does the industrial grade milk industry. Grade A milk production is centered 
in Chiriqui province, with large producers operating modern facilities with 
milk tanks and producing a relatively high quality product. They are well 
organized and represented by their cooperative, Cooperativa Productores de 
Leche de Chiriqui, Concepcion. Salee are made to the few large processors of 
Grade A milk active in Panama. Generally, prices are considered good. As 
with Grade B milk, prices are determined by the Panamanian Government. 

Present opportunities for cooperative market development for this 
group appears limited. However, opportunities may develop in the future. As 
an example, Grade A dairymen and their cooperative are presently investigating 
the possible development of a plant to process sterilized milk. This 
$5,000,000 program would be hard to justify under this loan program. However, 
if sufficient other support is found, a small piece of the market development 
could possibly be financed. 
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YEAR - YEAR - YEAR - YEAR 
2 

- 
1 3 4 

COOPERATIVA DE S .M. BLANCA FLOR 

YEAR - 
5 

5 YR TOTAL 

COFFEE 
Marketing Capital Level 50,000 75,000 100,000 100,000 -0- 
Processing Equipment -0- -0- 400,000 -0- -0- 
Total Disbursements 50,000 25,000 425,000 -0- -0- 500,000 

COOPERATIVA S.M. LA ESPERANZA LE 
LOS CAMPESINOS 

COFFEE 
Marketing Capital level -0- 
Processing Equipment -0- 
Vehicles -0- 
Total Disbursements -0- 

COOPERATIVA de P. y S.M. 
UNION AGRICOLA CHITRE 

GRAIN 
Marketing Capital level -0- 
Total Disbursements -0- 

COOPERATIVA DE LA UNION 
DE ANTON 

GRAIN 
Marketing Capital level -0- 
Total Disbursements -0- 

COOPERATIVA AGROPECUARIA de S.M. 
LA LIBERTAD 

FRUIT & VEGETABLE 
Marketing Capital level -0- 
Equipment & Vehicles -0- 
Total Disbursements -0- 

AVICOLA DE CHIRIQUI (2) 

POULTRY 
Marketing Capital level -0- 132,000 152,000 167,000 184,000 
Equipment & Vehicles -0- -0- 70,000 -0- -0- 
Building -0- -0- 40,000 -0- -0- 
Total Disbursements -0- 132,000 130,000 15,000 17,000 294,000 

(2) Participation by this cooperative in project financing would require a management contract 
with COAGRO and close coordination by COAGRO and the BDA on working capital financing. 



ANNEX I I 
EXHIBIT G 
Page 30 

YEAR - YEAR - YEAR - YEAR - YEAR - 5 YR TOTAL 
1 2 3 4 5 

COOPERATIVA APICOLA 

HONEY AND WAX 
Processing Equipment -0- 10,000 -0- -0- -0- 
Marketing Capital level -0- 60,000 72,000 86,000 103,000 
Total Disbursements -0- 70,000 12,000 14,000 17,000 

COAGRO MIDARINA PLANT 

GRAIN 
Storage Silos -0- 120,000 -0- -0- -0- 
Equipment -0- 80,000 -0- - 0- -0- 
Marketing Capital level 500,000 800,000 800,000 800,OO -0- 
Total Disbursements 500,000 500,000 -0- -0- -0- 1,000,000 

GRAND TOTAL 2,459,000 1,406,150 1,488,750 652,750 721,750 6,729,000 
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DETAILED FINANCIAL ANALYSIS OF COAGRO 

A. General Analysis 

An analysis was made of COAGRO'e financial statements over the past 
six years (1976-1982) and its estimated financial statement for 1983. In 
addition, projections of COAGRO's income statement and balance sheet were 
prepared for the next five years (1984-19881, using a series of assumptions 
developed from recommendations growing out of the analyses, and in-depth 
discussions with COAGRO regarding the federation's sales projections, plans 
for external financing, etc. 

The analysis was carried out in t.wo stages: (1) the original analysis 
covering actual and estimated financial statements through 1982 was conducted 
during November-December 1982; (2) the second stage covering 1982 actual and 
estimated financial statements through 1983 was conducted in December 1983. 

The first stage of the analysie coincided with a series of actions by 
the new Board of Directors of COAGRO after taking office in May 1982. 
Specifically, the new board moved deciei\rely to restructure the federation in 
order to streamline COAGROts businees operations and assure the profitability 
of each operational unit and/or commerci~l activity. 

The second stage of analysis permitted comparison of both the 
estimated financial statements for 1982 with the actual audited statement, and 
comparison of projected statements for 1983 with actual performance through 
October 1983 and estimated statements through December 1983. These 
comparisons illustrate significant comparability between projections and 
accomplishments, despite COAGRO 's limited access to most of the additional 
resources projected as being available during CY 1983. In addition, COAGRO 
has carried out many of the recommendations made during the original intensive 
design effort. 

The following improvements were noted over the approximately one yea; 
period between the two stages of analysis: 

1. COAGRO established a second cost center (the Midarina plant) as 
recommended under its restructuring program; 

2. COAGRO personnel levels were drastically reduced; 

3. COAGRO's Board of Directors established a policy for assigning 
~/.200,000 a year for five years to the bad debt reserve, 
beginning in 1984; 
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4. the audited financial statement for 1982 confirms that COAGRO's 
inventory is now valued at the lower of either acquisition cost 
(first in, first out) or current market value; 

5. the level of non-rotating inventory was reduced by 25%; 

6. although sales were lower than projected, principally in 
fertilizers, due to the extensive drought, an increase in chemical 
sales prompted by the drought compensated in part through higher 
margins in this product line; 

7. overall interest rates declined significantly, and overall 
administrative costs were reduced by $300,000 below the level 
projected; and 

8. COAGRO is projected to show a profit of approximately B/.85,000 
for 1983, in addition to having assigned approximately B/.150,000 
to bad debt reserves during the period. Further details on 
COAGRO's are provided below. 

COAGRO's continuing weak financial position reflects, in part, the 
high level of external financing, and the high interest rates which the 
federation has had to pay on external financing over the past several years. 
As a cooperative, COAGRO is extremely under-capitalized by its member 
organizations, which has forced it to secure most of its working capital 
requirements from commercial sources. The low level of member equity in the 
organization further detracts from the organization's credibility on the money 
market, making government guarantees essential. The analysis further verified 
that the working capital requirements of COAGRO are approximately 36% higher 
than would otherwise be the case, due to slow moving inventory and delinquent 
accounts receivable. 

The burden of external financing became further aggravated in 1981 
with the expiration of a five year GOP guaranty for COAGROts external 
financing, at a level of approximately $10 million. The GOP subsequently 
approved a "temporary" extension of the guaranty for one year only, which in 
effect forced COAGRO to secure short term financing at even higher interest 
rates. The short term nature of a major portion of COAGRO's external 
financing has also caused a drain on management time. 

The contract analyet reviewing COAGROts financial and management 
situation prepared a series of recommendations dealing with the basic 
restructuring of the organization. These recommendations have been discussed 
with COAGROts Board and management, and certain changes have been implemented 
during 1983. 
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The analyst's recommendations and their present status are presented 
for the following areas, and are conaidered critical to the rehabilitation of 
COAGRO along efficient, commercial lines. 

1. GOP Guaranty: COAGRO completed negotiations with the Ministry of 
Planning (MIPPE) and the Comisidn Finandera in November 1982 for a two stage 
renewal of the GOP guaranty for COAGRO's external financing, at a level of 
$8.2 million. The first stage was a short term renewal for one year which 
authorized to COAGRO to negotiate long term financing at the most favorable 
terms available from commercial banks. Ilhie long term financing will receive 
a GOP guaranty. The conditional one year guaranty ie scheduled to expire in 
April 1984. 

The analyst concludes that a minimum of five years of guaranteed 
financing will be required by COAGRO, at a beginning level of $8 million. The 
level will decline over the period. COACRO must be assured of the continual 
availability of the financing over the minimum period of five years in order 
to avoid the recurring cycle of replacing one ehort term note with another, 
and the high interest rates of short term credit. 

The analyst used as his assumption for purposes of these projections a 
proposal put forward by MIPPE and the Cornision Financiera to COAGRO in 
November 1983, under which the GOP guaranty would be renewed in April 1984 for 
a period of two years, renewable on a two year cycle and subject to annual 
review of COAGRO's performance in use of the guaranty. This permits the 
analyst to reflect periodic payments of the long-term credits contracted with 
the guaranty and the subsequent contracting of declining amounts over the five 
year period. 

2. Accounts ~eceivable/Reeerve Fund for Bad Debts: COAGRO's 
financial statements carry all accounts receivable under current assets 
without qualifying reference to the etatile of those accounts as to aging. 

The analyst recommends that In future financial statements (1984 
forward) all accounts receivable over 360 days be removed from current assets 
and included under other assets to more accurately reflect the intended short 
term convertibility of current assete, or that the amount of accounts over 360 
days old be footnoted. 

As of October 31, 1983 COAGRO carried a total of B/.10,821,000 in 
accounts receivable. The analyst verified that as of October 31, 1982, 
B/.184,780 of that amount had completed due legal proceseing for collection 
and been determined to be non-recoverable. 

The analyst is of the opinion that the current rate of provision 
for the reserve for bad debts - 1% of credit salee - is inadequate. Analysis 
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was undertaken of all accounts receivable over B/.1,000 in amount, and the 
status of legal and other actions being undertaken currently or scheduled to 
be initiated. It is the analyst's opinion that for the total accounts 
receivable as of October 31, 1983, the reserve for bad debts is inadequate in 
the amount of B/.1,129,000. It is believed that a bad debt reserve provision 
of 2% of credit sales would be adequate. 

COAGRO's Board of Directors has now established a bad debt reserve 
provision of B/.200,000 a yaar for five years, beginning in 1984. This bad 
debt reserve, in addition to the legal reserves corresponding to 20X of 
profits, will be greater than the analyst's recommendation of 2% of credit 
sales, and should be adequate. 

In the projected income statements for 1984-86 provision for the 
reserve for bad debts is shown in two places; bad debt expense resulting from 
the B/.200,000 provision plus legal reserves and bad debt expense resulting 
from the $1,129,000 of estimated uncollectible accounts on the books as of 
October, 1982. In short, it is estimated that by the end of 1986 the reserve 
for bad debt will be adequate. 

3. Inventory: The analyst also reviewed COAGRO's inventory accounts 
systems in December 1982 and confirmed with COAGRO that approximately 
B/.800,000 of current inventory is non-rotating. Further investigation 
verified that this inventory is not damaged nor technically obsolete, but 
rather for the most part is over-valued and/or more costly, sophisticated 
merchandise than current market demands. Approximately one half of this 
inventory is high quality (and therefore high priced) permanent irrigation 
equipment, while current market demand is for low cost PBC tubing. 

The analyst made specific recommendations to COAGRO for sale of 
this inventory at prices significantly lower than acquisition cost explaining 
that even if the inventory is sold at a loss it would be better than having it 
sit in the warehouse with little prospect for sale at its current price. The 
analyst has verified that COAGRO did take corrective action in this area 
during CY 1983, covering the non-rotating inventory level 25% to B/.600,000. 
The analyst stresses, however, that with the bulk blending fertilizer plant 
coming on stream in 1980, inventory rotation in general is slower than during 
the period of bagged fertilizer importation, due to the greater complexity of 
arranging for bulk shipments of optimum economic units in terms of 
transportation costs, given the low draft clearance of the Aguadulce port. 

4. Restructuring of COAGRO: Beginning in May 1982, the new Board of 
Directors ordered a review of COAGRO's personnel requirements and an outside 
analysis of the federation's operations, with the objective of restructuring 
the organization along lines of profit centers. 
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- In September-October, 1982, an immediate 16% reduction of 
personnel was carried out. 

- In November 1982 a management consultant presented 
recommendations on restructuring the organization. 

- In December 1982, additional personnel cuts were announced 
with elimination of an education department, as a part of 
projected in-depth rest1:ucturing. 

- In December 1982, the Board reviewed alternatives presented by 
management for restructi~ring and formally approved the first 
stages of a phased restructuring including the following 
elements: 

a) The position of Assistant General Manager will be 
re-established. 

b) The number of functional divisions of COAGRO will be 
reduced. 

c) The MIDARINA feedmill will be established as a profit 
center beginning January 1983. (The fertilizer plant 
already functions a.s a distinct profit center). 

d) Collections are being reorganized to place major 
responsibility for collection of receivables on the region 
and sales personnel making the corresponding sales; 
overall policy on prices and credit will be retained at 
the central office level. 

5. COAGRO's participation in bidding operations: COAGRO has 
traditionally participated in public bid competition for quantity lots of 
fertilizer for-both government and private sector enterprises such as the 
major sugar mills. COAGRO has won a number of such bid offerings, or parts of 
such offerings where awards were made for partial units of a larger offering. 

During the past several years COAGRO has responded to public bid 
competition for imports of agricultural products such as onions, beans, etc., 
and has won a number of such contracts. 

Analysis was made of COAGRO's participation in five bidding 
operations, to determine the degree of profitability to the organization of 
t h e  exponeion of this type of activity to non-input commodities which are not 
otherwiee within COAGRO's normal product line. The analysis verfied that the 
bidding operations do not divert working capital resourcee from COAGRO's 
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normal operations, since each is carried out under a distinct letter of 
credit. Of five operations analyzed, four produced profit margins for COAGRO 
which fluctuated between 7% and 18%, and in only one case was the 
profitability doubtful, with a margin of only 1.5%. In the favorable cases, 
the bidding operations resulted in income which alleviated critical cash flow 
problems. In the fifth case it would be impossible to determine if the 
diversion of management and other personnel time, even for the relatively 
brief period involved in responding to the particular bid, could be adequately 
compensated for by the direct financial return represented by a margin of 1.5%. 

The analyst has recommended and the Board has agreed on 
formalization of procedures to establish which types of public bids COAGRO 
management may wish to respond to, and the level of margin which must be 
assured before presentation of a bid offer can be made. In general, bidding 
operations were significantly reduced during 1983. A decision was made to 
suspend participation in bidding on grains procurement, but to continue in the 
area of fertilizers. 

B. Detailed Analysis 

1. Ratio analysis of COAGRO's operations, 1976-1982: Chart A 
presents COAGRO's summary financial statements as of December 31, 1982 for the 
years 1976-1982. Chart B presents the income statements for the same years. 

The following ratio analyses of the financial statements were 
carried out: 

a) Current Assets: The ratio between current assets and current 
liabilities has been the following: 

Apparently, COAGRO has the capacity to meet its short term 
commitments, however, further analysis shows that approximately 34% of 
the current assets in 1981 relate to non-current inventory and 
accounts receivable. Therefore it can be anticipated that there would 
be difficulties in meeting short term commitments. 

b) Ratio of Liabilities to Capital 

* Capital was negative. 
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Although the ratio is co.nsiderably high it is decreasing. 

c) Average Number of Days for Converting Account Receivable into 
Cash. (Average Amount of Accounts Receivable Divided by Yearly 
Sales Divided by 365) 

1976 - 197 7 - 1978 - 1979 - 1980 - 1981 - 1982 
313 days 280 days 239 days 229 days 232 days 232 days 256 days 

d) Average Number of Days for Converting Inventory into Sales: 
(Average inventory divided by cost of sales divided by 365) 

1976 - 1977 - 1978 - 1979 1980 1981 1982 - 
90 days 83 days 65 days T 8 a y e  7 6 a y e  m a y s  93 days 

e) Profits to Assets 

f) Gross Margin on Sales 

g) Operation Costs to Over Sales - 

2. Five year projections of COACRO's financial statements 1984-1988) 

In order to prepare financial projections for the next five years 
for COAGRO's operations, the analyst e~t~sblished a series of assumptions which 
are considered to be reasonable. The analyst has taken into account the 
historical growth pattern of COAGRO which would be subject to improvement if 
certain conditions relative to the restructuring of COAGRO are carried out. 
Tn terms of income, the amounts reflected should be considered to be the 
minimum targets for the given years. The following are the most important 
assumptions: 

a. Payment to COAGRO by the GOP of a remaining amount of 
approximately $1 million in acknowledged old accounts receivable will be 
completed during 1984. Negotiations are currently underway (Dec. 1983) for 
accomplishing payment of this obligation by applying approximately $800,000 
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toward payment in full of COAGRO's loan from COFINA for the fertilizer plant, 
and payment in cash of the remaining $200,000. Although such a settlement 
would not provide COAGRO with as significant an immediate cash flow injection, 
such a paper exchange may prove more realistic than a total cash settlement. 
Therefore the analyst has used as an assumption that COAGRO will receive only 
$200,000 in cash under this obligation during 1984. The remaining $800,000 is 
then reflected in the change in status of the COFINA loan commitment with the 
corresponding adjustments in future interest and amortization payments. 

b. Approval will be given by the Government of a the guaranty of 
COAGRO's external financing in the amount of approximately Bl.8.2 million for 
a two year period renewable every two years for the life of the project. 

c. Financing will be arranged by the BDA from 041 or other funds 
in the amount of $1,500,000.00. This financing should be accomplished at a 
rate of $500,000 a year for the next three years beginning mid-1984. 

d. Financing by the Interamerican Development Bank (IDB), in an 
amount of $500,000 with a three year grace period and a period of ten years to 
amortize the capital amount, and with a maximum interest rate of 2%. This 
financing would be for the Midarina feed mill. 

e. COAGRO will charge 14-15% annual interest on current accounts 
receivable. 

f. Growth in sales will be as reflected in the sales chart (Chart 
E), by product lines, and with the cost of sales margins as reflected in Chart 
F. 

g. 100% of sales of animal feed will be carried out on a cash 
basis. 85% of other sales will be on credit. 

h. Current financing commitments will be retired according to the 
contracted terms. 

1. Legal proceedings will be vigorously pursued against debtors 
resulting in collection of approximately $1,444,000 between 1984 and 1988 of 
old accounts receivable on the books as of October, 1982. 

j. The reserve for bad debts will be increased by $200,000 yearly 
for five years beginning in 1984. 

Estimated figures for the last two months of 1982 have been 
projected by the analyst in order to permit a complete 12 months period 
through December 31, 1983 for comparison purposes. 



Annex I1 
Exhibit H 
Page 9 

3. Projections for COAGRO status in key areas over the five year 
period 1983-1987: 

a. Sales: Sales will increase from the projected 1983 level of 
~/.9,371,000 to B/.19,744,000 in 1988. 

: Equity capital and reeerves will increase from 
B/.3,571,000 by 1988. 

c. Bad debts: Adequate bati.debt reserves will have been 
established by 1986. 

d. Inventory rotation: Inventory rotation will increase from 
3.59 times in 1983 to 5.13 times in 1988. 

e. External financing: COKGRO's requirements for external 
financing will be reduced from the 1983 level of ~/.13,529,000 to B/.7,154,000 

f. Profitabilit : COAGRO'H profits on operations will increase 
from an estimated w B .89,000 in 1983 to H/.1,957,000 in 1988. 
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SALES BY TYPE OF PRODUCT 

PERIOD 1984-1988 

( I n  Thousands) 

F e r t i l i z e r s  Animal Feeds  0  t h e r  
B / .  CNT B / .  P r o d u c t s  

TOTAL 
MT 

B a s i s :  The volume of sales of f e r t i l i z e r  i s  p r o j e c t e d  w i t h  a 10% annua l  

i n c r e a s e ,  and p r i c e  w i t h  a n  i n c r e a s e  of a p p r o x i u a t e l y  4% y e a r l y .  

I n c r e a s e s  under  an imal  f e e d s  in 1985  r e s u l t  f rom t h e  proposed 

expans ion  of t h e  Midar ina  p l a n t .  

The heading  "Other Products1'  i n c l u d e s  v e t e r i n a r y  p r o d u c t s ,  hardware 

and p e s t i c i d e s .  
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C o s t  o f  S a l e s  

( I n  Thousands)  

Year F e r t i l i z e r s  
Animal 

Feed 
Othe r  

P r o d u c t s  
TOTAL 

Margin 8 5% 88 % 8 5% 86% 

B a s i s :  The marg ins  u t i l i z e d  are b a s e d  on a c t u a l  e x p e r i e n c e .  By i n c r e a s i n g  

u s e  of e x i s t i n g  c a p a c i t y  of t h e  f e r t i l i z e r  p l a n t  and  t h e  Midar ina  

f e e d  m i l l  t h e r e  w i l l  b e  a  l o w e r i n g  of u n i t  c o s t s  of p r o d u c t i o n ,  

however s i n c e  a d d i t i o n a l  p r o f i t s  w i l l  b e  i n v e s t e d  i n  a d v e r t i s i n g  

and  t e c h n i c a l  a s s i s t a n c e  programs,  f o r  s i m p l i c i t y  t h e  margin is 

f i x e d  th roughou t  t h e  p e r i o d  b e i n g  c o n s i d e r e d .  
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-0- 
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8 5 

r n n  '+ uu 

2 0 5  
2 , 0 0 0  

TOTAL 2 8 , 5 1 7  2 7 , 5 6 7  2 7 , 2 0 1  2 7 , 1 7 6  2 8 , 2 9 3  

EXPENSES 

Payments cn Short-Term C r e d i t s  
Payments on Long-Term C r e d i t s  
Accounts  Payable 
I n t e r e s t  Fayments 
I n v e n t o r y  Purchases  (Net )  
Cos t  of Xerchandise  
Expenses 
C r e d i t s  b:csnded (Net )  
Inves tmen t s  F a c i l i t i e s  and  Equipment 

TOTAL 2 8 , 6 8 5  2 7 , 4 9 9  27 ,104  2 7 , 3 8 2  2 8 , 1 6 5  

Ba lance  f c r  t h e  p e r i o d  
P r e v i o u s  b a l a n c e  

New b a l a n c e  on hand 
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JANUARY 1 - DECEMBER 3 1 

( I n  Thousand Ba lboas )  

- - 

S a l e s  

Cos t  of S a l e s  

Gros s  Marg in  

A d m i n i s t r a t i v e  C o s t s ,  Gene ra l  

Yet Margin on t h e  O p e r a t i o n  

Other  Income: 

I n t e r e s t  
O t h e r s  

Other  E x p e n d i t u r e s :  

I n t e r e s t  Payments  
R e s e r v e s  p o r  bad d e b t s  

Prof i t  
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PROFORMA GENERAL BALANCE STATMENTS 

( I n  T h o u s a n d s  o f  B a l b o a s )  

ASSETS 

C a s h  o n  Hand - Bank 
A c c o u n t s  R e c e i v a b l e  
I n v e n t o r y  
O t h e r s  

TOTAL CURRENT ASSETS 8 ,085  

F i x e d  A s s e t s  2,739 
A c c o u n t s  R e c e i v a b l e  Long T e r m  2,832 
nthnrr 
V C I I C L  a 39 5 

TOTAL OTHER ASSETS 5,966 

TOTAL ASSETS 

LIABILITIES  

A c c o u n t s  P a y a b l e  - O t h e r s  2 73 
S h o r t  Term C r e d i t  8,423 
P o r t i o n  o f  c u r r e n t  s h o r t - t e r m  c r e d i t s  1,138 

TOTAL CURRENT L L G I L I T I E S  9,834 

Long-Term C r e d i t  3 ,695  

CAPITAL AND RESERVES 522 

Membersh ip  C a p i - t a l  
R e s e r v e s  

TOTAL LIABILITIES 5 CAPITAL 
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Y e a r  C a s h  S a l e s  C r e d i t  S a l e s  
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A SOCIOLOGICAL FIELD SURVEY OF THREE PRODUCTION 
COOPERATIVES IN STERN PANAMA 

(EDITEID) 

1. PURPOSE AND METHODOLOGY 

The following study is the result of an eleven day field survey, 
carried out under contract AID 525-P.0. 035-T, in support of the Cooperative 
Marketing Project. The principal objectives of this study where threefold: 
(1) to sketch a broad socio-cultural and economic profile of medium and small 
sized cooperative farmers, (2) to describe the existing marketing systems 
utilized by cooperative farmers; and ( 3 )  finally to ascertain those factors 
that might support or hinder implementation of the marketing project. 

The bulk of the information was obtained by means of in-depth 
interviews with cooperative officials and affiliated producers. Some use was 
also made of relevant official and cooperative documentation as well as such 
reports as the Hatch-Lanao final evaluation of the Cooperative Development 
Loan Project (525-T-041). The data in this study is presented in the same 
chronological and geographical order as followed during the field work. 

2. THE COOPERATIVA HORTICOLA DE MERCADEO - BOQUETE, CHIRIQUI PROVINCE 
A. Area Description , 

The district of Boquete is situated in the highlands of the 
central Mountains in the westernmost province of Chiriqui. The district is 
small, barely 514 km2, with most of it formed by steep terrain cut by 
numerous narrow river valleys. Elevations range from three to seven thousand 
feet. The soils are amongst the most fertile in the country as a result of 
their volcanic origins. Precipitation rates vary from between 3,000 to 4,500 
milimeters per year. 

According to the preliminary figures of the 1980 national census, 
the propulation of the Boquete area stands at 11,727, while that of Chiriqui 
province is 287,000 persons. 1! The town of Boquete itself has 2,800. In 
1970 the town had 2,600 people thus the growth rate in the decade 1970-80 has 
been on the order of 8%. 

It was not until the beginning of this century that Boquete was 
fully opened to colonization, prompted by construction of the small rail line, 
the "Ferrocarril Nacional de Chiriqui", which linked this sparsely inhabited, 
mostly wooded region to the provincial. capital of David, some 30 miles to the 

11 Censos Nacionales de 1980. "Cifras Preliminares", Panama, agosto de 1980. - 



ANNEX I1 
EXHIBIT I 
Page 2 

south. The fertility of the land and the quality of other natural resources 
in Boquete also served to draw a number of Europeans, North Americans and 
others to the area. Coffee was a principal crop grown by these new arrivals. 

These same groups had a significant impact on the agricultural 
development of the district through their introduction of specific 
technological innovations and in influencing attitudes of the Chiricano 
farmers towards technological change generally. From a sociological 
standpoint the farmer from Boquete, like most Chiricanos, is a self-reliant, 
independent individual and one who is usually receptive to technological 
innovation. 

B. Organizational History of the Marketing Cooperative 

This marketing cooperative of vegetable growers is an outgrowth of 
an older, larger organization: the "Cooperativa Agrfcola Industrial". The 
history of both organizations is intimately tntertwlned. 

The Cooperativa Agricola was constituted in 1958 by a small 
nucleus of vegetable growers with three goals in mind: (1) to provide farmers 
with agricultural inputs at lower costs; (2) to undertake the marketing of 
produce; and (3) to attempt the industrialization of certain foodstuffs. Only 
the first goal was achieved. 

The first service established by the Cooperativa Agrfcola was the 
opening of an agricultural inputs store which quickly grew into the largest of 
its kind in the dtstrict. Later, other departments were added including 
hardware and household goods, and a gasoline station. Today, the Agricola is 
the largest single cooperative in Boquete with over 800 members. Besides the 
original core of vegetable growers, it includes coffee and other producers, 
cattlemen, housewives and taxi drivers. Agricola's yearly volume of sales 
surpasses $3.0 million dollars. 

In 1962, some 22 vegetables growers founded a separate 
organization, "The Cooperativa Hortfcola de Mercadeo", - still linked to the 
Agricola - but with the specific purpose of marketing their produce. 
Horticola has made several attempts to expand into the Panama CityICanal Zone 
market with only partial success due (at various times) to lack of marketing 
experience, lack of contacts in the key markets, lack of supporting 
infrastructure, transportation equipment and credit, and opposition from 
established middlemen. 

In the early 1970's Horticola acquired new impetus thanks to a 
generous contribution from the German Government which was used to build 
refrigerated silos in Boquete for the storage of potatoes and a packing shed 
for storing a variety of vegetables. 
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AID'S Cooperative Development project Loan 041 signed in 1974 also 
gave the Hortfcola a strong economic push by establishing a $200,000 revolving 
credit fund which allowed many small arid poor farmers to acquire production 
credit for the first time. From all indic:ations the cooperative has developed 
adequate administrative skills to handle its credit program and could easily 
manage larger sums. Membership in Horticc* presently stands at 175 farmers, 
while sales volume has surpassed two mill-ion dollars this year. 

C. A Socio-Economic Profile of the Membership 

The Horticola membership can be divided into two distinct groups: 
the large, wealthier farmers who's sales are over $10,000 yearly constitute 
20% of the membership, while the majority of farmer members (80%) are small 
producers with sales of less than $10,000 a year. The following chart taken 
from the cooperative's annual report, pro~ridee production sales data for 1981 
for Horticola members: 

Sales Volume 
(in Dollars) 

Farmers 
of Farmers 

Larger producers tend to concentrate on production of potatoes and 
onions. Frequently, they also carry out other agricultural activities such as 
coffee and dairy farming. A few are also merchants who own stores in town or 
trucks for transportation of produce and other goods. 

The more numerous small farmere come from the lower socio-economic 
level of the local society. Their parents were mostly poor peasants who were 
unable to provide their children with land or at most with only a very tiny 
parcel. Most have only two or three yeare of formal schooling. These small 
farmers come from a diversity of backgrounds. Some have emerged from the 
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ranks of the "minifundista" or small landholding class, others were previously 
landless laborers or sharecroppers. 

The typical small cooperative farmer is a man 40 to 50 years of 
age who comes from a large family and, in turn, has many children of his own. 
While engaged in farming for their livelihood, many do not want their sons to 
become farmers, because the life of a "man of the soil" is too hard. Sixty 
percent of Horticola farmers own less than five hectares. 

Small production centers on vegetables such as: cabbagge, lettuce, 
tomatoes, celery, and pimentos. "Leaf" production entails less inputs thus 
lower credit demand than potatoes or onions. Most small farmers still worry 
about borrowing money and thus jeopardizing their main source of security, 
their small parcel of land. At the same time, their prospects for acquiring 
more land are limited since it has become so expensive, fluctuating from 
$1,500 to $6,000 a hectare. Land in Boquete has become some of the most 
expensive agricultural real estate in the country. 

It is difficult to describe all the separate farming strategies 
used by small farmers. As the Hatch-Lanao evaluation report of Loan 041 
underscored, there exist a "bewildering variety of production strategies even 
within the same crop enterpriee" 2/ The same applies to the levels of 
technology currently in use. To describe these in detail would require 
considerable space and would add little to the analysis itself. 

The typical small cooperative farmer seldom works more than one 
hectare of land at a time because vegetable growing is both labor and capital 
intensive. In Boquete, for example, competition between the vegetable growers 
and the larger coffee farmers for laborers is keen. Given the high dissertion 
rate from agriculture, the supply of labor is usually filled by the Guaymi 
Indians. Four out of five rural workers in the district of Boquete are 
Guaymies from the highlands of Eastern Chiriqui. They migrate seasonally from 
their settlement to Boquete to earn cash after which they return to their own 
farm plots. Given the extensive uee of Guaymi labor throughout the Boquete 
areas, it is spleculated that if this supply of labor is ever disrupted the 
economy of Boquete will be severely affected. 

Besides cultivating their own plots smaller cooperative farmers 
often continue to engage in wage labor, working for wealthier farmers with 
whom they may also engage in sharecropping arrangements. Each week they might 
work two or three days as laborers and devote the remaining days to their own 
plots. 

2 1  John Hatch and Aquiles Lanao. Impact Evaluation of Panama's Rural - 
Cooperative Development Loan. Rural Development Services. NEW York, 1981. 
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To these individuals the cooperative has been an important 
institution in promoting their social and economic improvement. Through 
membership they have been able to obtain production credit, technical 
assistance and a better price when marketing their produce. All the small 
farmers interviewed considered that their incomes have risen considerably due 
to their membership in the cooperative. They point out that as a result of 
their better economic situation, the quality of their home life has improved 
and their children have acquired a better education. 

Examples of the positive impact which the cooperative has had in 
furthering the upward socio-economic mobility of poorer farmers in Boquete are 
numerous. One cooperative member is a man in his late fifties. Before 
joining the cooperative he had been a landless wage laborer, working for large 
coffee or vegetable growers. In the off season it was often difficult to 
secure even a few days work. After working as a cooperative member for a few 
years he was gradually able to save some capital and with a loan from the 
cooperative to purchase a few hectares of good farm land and rent another 
larger parcel on a yearly basis. He has also become a member of the 
cooperative board of directors. With his improved economic status he has been 
able to send three sons to college. 

In the words of yet another cooperative member, a former landless 
cultivator, the cooperative has been "la tabla de salvacidn del pobre", the 
lifesaver that has kept the poor from drowning. 

Most of the small farmers interviewed were unable to estimate 
their yearly income with any precieion. The figures offered varied 
substantially depending on the price of vegetables, vagaries of the weather 
and other factors that normally affect farming. Income estimates fluctuated 
between $2,500 and $5,500 per year, which is substantially higher than that of 
non-cooperative small farmers. The average income for this latter group is 
below $1,800 while that of wage laborers is still lower. 

Finally, it can be said that the cooperative has helped to ease 
social differences. Large and small farmers readily indicate the fact that 
through the cooperative they have been able to relate better to one other, to 
understand their mutual problems, and to share information and know how. 

D. The Existing Marketing System 

The Horticola de Mercadeo mark.ets about 90% of the potatoes, 70% 
of the onions but only 40% of the vegetables produced by its affiliated 
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members. 21. The reasons why the marketing of vegetables has lagged behind 
that of root crops are twofold. First, the marketing of vegetables is a 
competitive sphere with several well established middlemen also engaged in the 
operation. A few middlemen are also producers who own trucks and have good 
contacts in the markets of Panama City and the central provinces. Sometimes 
middlemen offer slightly higher prices than the cooperative for selected 
products. However, when the farmer sells to the intermediaries he does so on 
a credit basis, sometimes not getting paid for a week or longer. Second, the 
cooperative lacks sufficient cold storage facilities in Boquete for all the 
vegetables produced. Moreover, vegetable production, as pointed out earlier, 
is concentrated in the rainy season. The cooperative does not have 
refrigerated trucks to transport the highly perishable vegetables to the major 
urban markets. Furthermore, the small storage facilities in Panama City are 
wholly inadequate to the needs of the central metropolitan market. In the 
case of onions the cooperative does not have a drier to keep the product for 
longer time periods. 

E. Receptivity to the Proposed Marketing Project 

Most farmers and cooperative employees interviewed contend that 
the greatest obstacle to the further economic growth of the organization lies 
not in the field or production but in marketing. They also maintain that an 
improved marketing system is necessary and that the membership is ready to 
participate provided the project is tailored to their specific needs, and 
takes account of economic and other conditions that affect the organization 
today. 

As previously mentioned, improved marketing services, when put 
into effect, will bring the cooperative into direct competition with the well 
established middlemen. To help the cooperative compete successfully the 
marketing improvements need to take into account some concrete requirements. 
First, the cooperative needs capital so as to be able to purchase the 
vegetable production from its affiliated farmers at harvest time and to pay 
them in the shortest time possible - but no later than one week from delivery 
of their produce. Secondly, the cooperative has to improve its 
infrastructure. More specifically, it has an urgent need to enlarge the 
storage capacity used to store vegetables of the smaller farmers. The 
cooperative also has to either construct or rent cold storage facilities in 
the growing market of the central provinces and above all in the crucial 
metropolitan market. In the case of onions the project could use a modern 
efficient drier at the cooperative's headquarters at Boquete, as there is no 

3 1  Figures based on informatin obtained from Ing. Mario Serrano, Agronomist - 
and head of the Cooperative Extension Service, Horticola de Mercadeo, 
Boque t e . 
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capacity at the moment to reduce the water content of the produce and 
substantial losses are being sustained by farmers. Any marketing improvements 
should include the acquisition of a refrigerated truck(s) to ferry the highly 
perishable vegetables to the main markete hundrede of kilometere away, thereby 
preventing deterioration of vegetables in transit. 

Finally, it is strongly recommended that smaller farmers be 
instructed on the basic elements of sound soil management to ensure that their 
productivity will not diminish in the future due to degradation of the soil 
and other natural resources. This assistance should come from GOP extension 
agents who will be increasing their services under the AID-supported 
Agrocultural Technology Transfer Project (525-0227) and other activities. 

F. The Proposed Cooperative Marketing Project and Socio-Cultural 
Factors that Might Impede Its Implementation. 

As indicated earlier both cooperative officials and producers 
agree that marketing is the crucial bottleneck to the further economic 
development of the cooperative. Moreover, there already exists a strong 
motivation in favor of the proposed cooperative marketing project. At this 
stage, therefore, it is difficult to discern any significant social or 
cultural factors that might hinder small-medium farmer participation. As the 
project proceeds and production increaeee, attention ehould be given to 
continuing labor needs (e.g., as provided currently by (Guaymi Indians), to 
ensure an adequate supply of manpower or mechanized substitutes to handle the 
expanded volume of production and related activities. 

3 .  THE "COOPERATIVA DE SERVICIOS MULTIPLES, AGROPECUARIA SANTE~A" , LAS 
TABLAS, LOS SANTOS 

A. Description of Los Santos Province 

Los Santos, in the Azuero peninsula, is a hot dry land where 
precipitation averages between 1,000 to 1,500 mm annually. Summers are harsh 
(dry) and last four to five months. Even the rainy season is frequently 
broken by unexpected dry spells that can ruin crops. The region is notorious 
for its "sequias" or droughts. The coastal plain spreading out from the coast 
inland is flat, with few rivers, many of which are dry in summer. Further 
inland the terrain is hilly and generally unsuitable for mechanized farming. 
The soils are generally poor. The rich alluvial soils found in Chiriqui 
Province are mostly limited to narrow strips along the main rivers and 

4 1 streams. - 

4 1  Stanley Heckadon Moreno. Los Boeques Comunalee en la Economfa Tradicional - 
de Azuero, Naciones Unidas, FAO, Panama; 1981. 
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Soee of the oldest settled sites of the Isthmus are found in this 
region. The bulk of the land is occupied by "potreros" or pastures of 
"faragua" grass (Hyparrenia rufa). Farmers in the region are mainly involved 
in the extensive rearing of beef cattle. It is only within the last decade 
that modern agriculture has made an appearance in the region. Population 
pressure and ecological degradation have driven thousands of "santeHos" from 
the area towards the remainin unsettled regions along Panama's Caribbean 
coast and the Darien region. / In 1970 the population of the province was 
72,000, whereas by 1980 it had fallen to 70,000. 

B. Organizational History of the Multiple Services Cooperative 

This is the largest cooperative in the province of Los Santos. 
The headquarters is at Las Tablas, the province's capital, but the membership 
is found all across Los Santos. In terms of origins and purpose it differs 
substantially from the cooperative at Boquete. 

The cooperative was organized in the mid 1960's by large cattlemen 
of Los Santos in an attempt to improve the quality and quantity of veterinary 
assistance available to cattlemen of the Province and to establish a 
veterinary/agricultural inputs store at La8 Tablas. 

Because of the high social status of the original founders, the 
cooperative developed the image of being a "wealthy man's" organization, which 
indeed it was. This exclusiveness, however, changed markedly in the late 
1970's as smaller cattlemen joined the organization along with a number of 
small farmers. More recently the small and medium size producers gained 
control of the organization, instituting a more dynamic and innovative 
direction for the cooperative. Today, the large cattlemen who first 
established the cooperative have either left or reduced their participation. 

Presently, the cooperative owns the largest agricultural input 
store in the province of Los Santos, with a volume of sales surpassing $1.0 
million per year. A second service provided by the cooperative has been small 
credit loans for agricultural production made possible by AID'S previous Loan 
041. The project provided the cooperative with a $200,000 revolving credit 
fund which has been used wisely and effectively and has helped attract many 
former subsistence farmers and small ranchers. Demand for credit has risen 
well beyond the cooperative's capital resources and it could easily grant 
twice as much credit. Loans, however, are limited to a maximum of $12,000 per 

5 1  Stanley Heckadon Moreno. La Colonizaci6n Campesina de Bosques Tropicales - 
en Panad in Colonization y Destrucci6n de Bosques en Panama. S. Heckadon 
Moreno y A. McKay (ed.) Panama, 1982. 
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person and are calculated at a rate of $480 per hectare. Since production 
costs have risen to 540 dollars per hectare the maximum area a producer can 
plant with a cooperative loan is 27 hectares. 

The cooperative has also established a modest extension service. 
The first step was to contract the services of a veterinarian. Later, an 
agronomist was added to the staff to provide advice to the 50 or so farmers 
that are currently participating in the cooperative's credit program. 
Finally, the organization engages in marketing on a limited scale. It buys 
the corn and sorghum produced by those farmers participating in its credit 
program. 

Membership has risen spectacularly. This year it stands at 560 
producers, of which about 80% are active in the sense of purchasing their 
inputs at the cooperative's store, borrowing money, marketing or using the 
extension services. Likewise, overall sa1.e~ of the cooperative have increased 
sharply in recent years. In 1980, salee rose to $689,000 up from $603,000 in 
1979. In 1981 crop sales reached $1,042,000. 

Socio-Economic Profile of the Membership 

The small cooperative farmer from Los Santos is similar in many 
respects to his Boquete counterpart. He is between 40 and 50 years of age and 
comes from the lowest socio-economic strat:a. His parents were peasants e.g., 
subsistence farmers. Rarely has the emall. farmer finished elementary school 
and the average education level is three years of elementary school. Like 
most small Chiriqui farmers he does not: wslnt hie son(s) to remain in farming, 
but rather to get a better education and to move into a more prestigious 
occupation. Agriculture is seen as somett~ing hard and economically 
unrewarding. Although the cooperative did not have have records on the income 
of its membership, it is undoubtedly clear that incomes have risen. All the 
interviewed farmers manifested that they have improved their production and 
thus their economic situation since joining the cooperative. 

There are no current statietic,s on the economic distribution of 
the affiliated producers, however, on the baeis of interviews and previous 
field work in the region 61 it is possible to make some broad 
generalizations as to the characteristics of the producers. 

A small number of membere (less than 10%) are very large cattlemen 
who remain from the group which originally organized the cooperative. They 
are primarily oriented to extensive beef ranching for the Panama City market. 

61 Stanley Heckadon Moreno. El Seguro A~ropecuario en el Marco Socio - 
Econ6mico de la Penfnsula de Azuero, Instituto Inter-American0 de 
Cooperaci6n para la Agricultura. Panad; 1981. 
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By far the largest groups of cooperative members is that of the 
medium and small "ganaderos" or cattle ranchers. They depend for their 
livelihood on extensive beef ranching which provides them with the largest 
source of cash income. Some also are engaged in agriculture which avails them 
of staples for their diet (e.g., rice, corn and beans). In the last three 
decades milk production has increased as a result of the demand created by 
large industrial processing plants (Blue Star and Nestle's) situated in Nat5, 
CoclE province. These industries buy all the available milk produced in the 
central provinces of Panama. Many ranchers have slowly shifted to dairy 
production as part of their cattle operation. 

Mr. Vasquez is a typical santeflo cattleman. He owns 50 hectares 
of land. Before joining the cooperative he reared cattle in a rudimentary 
manner. Each year he would sell four or five young steer which provided his 
main source of cash income. Usually he sold the cattle before the onset of 
the dry season because he did not have enough pasture for all his herd. 
During the long dry season his cattle suffered grieviously. One year he lost 
16 head due to the lack of pasture. Besides engaging in ranching he practiced 
a primitive form of agriculture (slash and burn) to obtain the basic foods for 
his family. However, due to the gradual dissapearance of the forest, securing 
his family's food supply became more difficult. 

In joining the cooperative Mr. Vasquez has been able to make the 
transition into more modern farming. The cooperative furnished him with 
needed credit, technical assistance and helped him in marketing his produce. 
He began by planting small quantities of land, three or four hectares, with 
corn and some rice. The grain was used for feeding his family and to raise 
pigs and poultry both for household consumption and for sale in the market. 
After the harvest he sustains his cattle during the summer with dry corn 
stalks. He presently farms 25 hectares of corn, the whole of this hectareage 
supported by credit from the cooperative. In 1982 he bought a small 50 
horsepower tractor to cultivate his own land and to rent to his neighbours. 

Overall in recent years, mostly small landholders have joined the 
cooperative. These farmers are either former slash and burn cultivators who 
have begun to engage in semi-mechanized farming due to the disapearance of 
forests, or small producers of industrial tomatoes who sell their produce to 
Nestle's plant at Nata. As the system of slash and burn agriculture has 
entered into a crisis with the gradual depletion of much of the region's 
forests, many small producers have begun the slow transition into 
semi-mechanized production of basic grains. This transition has been greatly 
facilitated by the cooperative in the form of credit and technical assistance. 

The cooperative at Los Santos has also been a powerful vehicle for 
social and economic change. It has provided farmers with the opportunity to 
engage in modern commercial farming, has helped to raise their incomes and 



ANNEX I1 
EXHIBIT I 
Page 11 

their families' standard of living, allowed them to purchase more and better 
consumer goods, and overall to change their vision of the world. For these 
reasons, the general attitude of the small farmer towards the cooperative is 
very positive and he feels strongly identified with the future of the 
organization. 

D. The Existing Marketing System 

Total grain production for al:L cooperative members in 1981 was 
given as 180,000 quintals. The bulk of tllie production is marketed through 
other channels not by the cooperative. The cooperative's marketing budget is 
$133,000 which can only cover purchases fi?om farmers to whom it has given 
loans for production. Once the farmer harvests hie grain he sells it to the 
cooperative which, lacking storage space, sells the grain immediately to the 
large buyers. The cooperative then discoilnte the sum granted in credit to the 
farmers and pays him the cash difference. In this manner the organization 
assures that its loans are repaid. As indicated, however, most members sell 
their grain outside the cooperative's channels; in Los Santos itself, in 
neighboring Herrera Province or as feed to one of the large poultry producers 
which supply the metropolitan market. 

The procedure whereby producers and the large buyers get together 
to carry on transactions is as follows. Iluring the harvest season, from 
January to March, the large companiee send buying agents to Las Tablas where 
buyers and producers agree on prices and volumes. Companies buy on a weekly 
basis since they lack grain storage facilities. A large amount of grain is 
also purchased by the GOP's Agricultural Marketing Institute (IMA). Often, 
the farmer has to wait 30 to 40 days to get paid, by commercial buyers and 
from 3-6 months by IMA, which is unsatisfactory eince the farmer has to pay 
laborers, his own creditors and cover houe~ehold expeneee. Late payment for 
produce is the farmer's moet serious complaint against the existing marketing 
system. 

E. Receptivity to the Proposed Cc~operative Marketing Project 

As in the case of the Horticola de Mercadeo the officials and the 
affiliated farmers of the Agropecuaria Santefla clearly recognize the need for 
improved marketing services; and no major social or cultural obstacles were 
identified which might hinder the marketing project's implementation. 

The needs of the Agropecuaria are very specific and 
require less investment than the case of the Horticola de Mercadeo. First, 
the cooperative requires cash to rent storage space at the large IMA grain 
silos nearing completion, close to Las Tablas. The cooperative does not need 
to invest resources in constructing any new infrastructure. The storage 
facilities would be used starting at harvest time (when corn and sorghum 



ANNEX 11 
EXHIBIT I 
Page 12 

prices are lower), with a quantity of the grain stored until prices go up 
between July-September. Secondly, the cooperative requires capital to pay 
farmers cash for their produce as soon as possible following the sales. 

In conclusion, the proposed cooperative marketing project can have 
a significant impact on the cooperative at Los Santos itself and on the 
livelihood of its affiliated farmers. Administrators and members alike state 
the need for better marketing and manifest the timeliness of the project now 
under consideration. There is no question about the farmers' willingness to 
participate in the project. In all probability, the marketing project will 
help to attract additional members, particularly subsistence farmers, into the 
cooperative fold. 

4. THE COOPERATIVA DE PRODUCCION RURAL, BEJUCO - CHAME, PANAMA PROVINCE 
This cooperative was organized by migrant cattlement from Los Santos 

who, during the decade of the 19608s, settled in the western sector of Panama 
province. Eventually, native farmers, slash and burn agriculturalists and 
root cultivators began to join the organization mainly to take advantage of 
the cooperative's store. 

The santeflo cattlemen had two purposes in mind when they established 
the cooperative; one was to find a market for their milk production, the 
other was to establish an input store to eliminate the trip to distant Panama 
City. The membership presently numbers 322 farmers. Half of the members are 
cattlemen residing in Chorrera, while the other half live primarily in 
Bejuco-Chame and San Carlos district. 

In recent years the Bejuco-Chame cooperative has come upon hard 
economic times. In fact, some of its present difficulties seem 
insurmountable. The marketing of milk, the main economic function of the 
organization, has ceased to be profitable either for the organization or 
individual farmers. Western Panama is not an optimal area for dairy 
production. The terrain is of generally low fertility which has been depleted 
even more as a result of the cultural practices of the santeflos who burn the 
pastures yearly. The region is generally dry with low annual precipitation. 
The natural vegetation has been extensively destroyed by slash and burn 
agriculture and the expansion of the "potreros". These adverse ecological 
conditions have contributed to the low productivity of dairy farmers who find 
it increasingly difficult to compete in volume and efficiency with dairymen 
from other areas such as Chiriqui. 

The cooperative has also faced some serious management and 
administrative problems in recent years. The store currently has some $16,000 
in uncollected debts which has an adverse effect on the cooperative's capacity 
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to expand its inventory. Farmers also coolplain that they lack money to pay 
their debts. 

Unlike the cooperatives at Boquete and Las Tablas, one encounters at 
~ejuco-Chame a feeling of peeaimism and de:spair. An atmosphere of defeatism 
seems to surround the management of the organization. When queried about the 
future of the cooperative, some of the administrators did not hide their deep 
apprehensions about its chances of S U ~ V ~ V E ~ ~ ,  unless cooperative farmers find a 
viable economic alternative to dairy farming given Bejuco-Chame area soils. 

5. SOCIAL CONSEQUENCE S AND BENEF ITS 

A. Groups Primarily Benefitted 

The proposed cooperative marketing project comes at a most 
opportune time in the development of the cooperative movement in Panama. It 
will be of the utmost importance to those organizations, and groups most in 
need of attention namely, the smalllnediun~ producer. 

In the last decade the Panamanian Government has focused its rural 
development efforts on strengthening other types of agricultural production 
models such as communal farms (asentamientos). Cooperatives were generally 
given secondary priority. However, a numb'er of the cooperative organizations 
have managed to grow into euccessful enterprises that have shown themselves to 
be effective vehicles for social and economic change. A strong, well 
organized cooperative movement ie also seen as a safeguard against acute 
social conflicts. Nonetheless, the proposed project should not dissipate its 
efforts among all production cooperatives but should concentrate on the most 
viable and successful ones. 

The most immediate benefici.aries will be emall and medium sized 
farmers to whom, at the present time, cooperatives only provide modeet help in 
the marketing of their produce. In the case of the "Horticola de Mercadeo", 
at Boquete, the principal target group should be the small land holding 
vegetable producers, who now eel1 their produce to middlemen because the 
cooperative is unable to purchase, store and retail most of its small farmer 
vegetable production. 

With regard to the Agropecuaria SanteRa, the project will aid the 
small cattleman-farmer and the semilnechanized grain producer whose production 
cannot presently be marketed through the cooperative. Selling to the large 
poultry companies results in these emall producers not receiving payment for 
four to eix weeks after delivery of their product and selling to IMA 
frequently involve0 delaye in payment of 3-6 months. 
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The benefits to smalllnedium producers will be in the form of 
greater security in having a market for their crops at harvest time, in 
receiving a fairer price for it and freeing farmers from the hold of the 
middlemen. In this way, farmers' income will receive a boost. Needless to 
say, the larger cooperative farmers will also benefit from the project for 
the same reasons namely increased capacity of the cooperative to market 
production. 

A second beneficiary will be the cooperative organizations 
themselves. The project will strengthen their administrative skills and their 
marketing positions vis-a-vis the middleman system. The urban consumer can be 
expected to benefit through lower prices for higher quality agricultural 
produce and lower prices for poultry (the industry which purchases most of the 
corn produced in Panama). 

B. Groups Adversely Affected 

The group that probably will be most adversely affected by the 
proposed cooperative marketing project will be the middleman structure through 
increased competitiveness from the cooperative movement. 

C. Groups Indirectly Benefitted 

It can be reasonably expected that the project will help to draw 
into the cooperative fold in Boquete and Los Santos some 200 to 300 additional 
small producers who are now primarily engaged in subsistence agriculture, as 
well as wage laborers and sharecroppers. Thus far, these marginal groups have 
not been able to become cooperative members and commercial farmers because the 
cooperatives lack sufficient capital resources to extend them credit and other 
services. 

It can be expected that a number of wage laborers presently 
working for the small and medium eized cooperative farmers will also benefit 
from the project, however it is difficult to predict to what extent. 
Possibly, as cooperative members increase their own production due to improved 
marketing conditions, this will lead to an increase in the demand for labor 
which in turn will generate an upward surge in income and related economic 
benefits for wage labores. 

D. Final Observations 

It would seem that the best approach to get the cooperative 
marketing project underway and ensure success, would be to concentrate on 
those cooperatives that have shown the greatest organizational and economic 
potential and are in a position to take advantage of the resources made 
available by the project. Of the three cooperatives visited in this brief 
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field survey, only two merit consideratioln at the moment; the Horticola de 
Mercadeo at Boquete and the Agropecuaria SanteKa, at Las Tablas. The 
Horticola and the Agropecuaria SanteKa have shown remarkable institutional and 
membership growth. They have shown resilience and a capacity to spring back 
from adversity. They have consolidated tlnemselves institutionally as well as 
administratively with a core of dedicated, highly motivated cooperative 
cadres. Their "esprit" is high. The relationship between the organizations 
and its affiliated farmers is also good. It is thus on these two production 
organizations and other like them that the Marketing Project should focus 
initially. The Cooperativa de Producci6n Rural, at Bejuco-Chame, does not 
presently provide the conditions to guarantee effective use of external 
assistance in the area of marketing. 
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I. Examination of Nature, Scope and Magnitude of Enviromental Impact 

A. Description of Project 

The basic goal of the proposed loan is to increase the income of 
small and medium size farmers. The purpose of the project is to expand the 
range of services provided by agricultural cooperatives into the area of 
production marketing. The project will create an efficient medium size 
farmers with an assured market for their production. This marketing system 
will furnish participating farmers with timely market information as well as 
the marketing infrastructure and know-how necessary to store, process, and 
transport their products so as to raise incomes. Where appropriate, 
assistance will be provided to permit cooperative expansion into food 
processing and distribution. 

The project will concentrate (initially) on several of the more 
successful cooperatives in each agricultural region, a few of which have 
already made initial entry into commercial marketing activities. These 
"model" cooperatives will be developed into market centers through which crop 
and livestock production from neighboring cooperatives can be channeled and 
marketed; increasing the value added to production and, thereby, profits to 
the individual cooperative farmers. 

The major activities under the project are (1) institutional 
development to improve and expand the marketing services provided by 
cooperatives and (2) establishing a marketing credit and infrastructure fund 
to provide credit to agricultural cooperatives for improving the physical 
infrastructure to collect, store, and transport agricuitural commodities. 

B. Identification and Evaluation of Environmental Impact 

1. Institutional Development 

The proposed project will establish in the National Federation 
of Agricultural Cooperatives (COAGRO) and its affiliated cooperatives the 
capacity to addreee marketing problems in a coordinated and systematic 
fashion. To accomplish this the project will (a) provide technical assistance 
and training to improve the capacity of agricultural cooperative managers to 
develop and implement sound marketing plane based on an analysis of market 
demand and supply information; (b) provide technical assistance and training 
to improve agricultural cooperative marketing procedures and staff skills, and 
to expand operations; and (c) improve agricultural cooperatives' 
administrative and financial management systems to handle the demands of 
increased services to their members. 
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These t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  a c t i v i t i e s  a r e  expec t ed  
t o  have a  p o s i t i v e  impact  on c o o p e r a t i v e  b u s i n e s s  o p e r a t i o n s  g e n e r a l l y  and 
marke t ing  o p e r a t i o n s  s p e c i f i c a l l y ,  and hy t h e i r  n a t u r e ,  w i l l  n o t  have 
s i g n i f i c a n t  n e g a t i v e  e f f e c t s  on t h e  envi ronment .  A I D  Envi ronmenta l  
R e g u l a t i o n s ,  22 CFR, P a r t  216, S e c t i o n  216.2 d e s c r i b e s  t h e  c l a s s e s  o f  a c t i o n  
which a r e  e l i g i b l e  f o r  c a t e g o r i c a l  e x c l u s i o n  and f o r  which a n  I n i t i a l  
Envi ronmenta l  Examinat ion ( IEE)  i s  n o t  g e n e r a l l y  r e q u i r e d .  The b a s i c  
i n s t i t u t i o n - b u i l d i n g  n a t u r e  of  t h e  proposed p r o j e c t  i s  a p p l i c a b l e  t o  t h e  
f o l l o w i n g  c a t e g o r i c a l  e x c l u s i o n :  2 1 6 . 2 ( : ~ ) ( 2 ) ( 1 )  e d u c a t i o n ,  t e c h n i c a l  
a s s i s t a n c e  and t r a i n i n g  programs. 

2. Marke t ing  C r e d i t  Fund 

The p r o j e c t  proposes  t o  e e t a b l i s h  a  Market ing  C r e d i t  and 
I n f r a s t r u c t u r e  Fund t o  f i n a n c e  t h e  c o n s t r u c : t i o n  of marke t ing  f a c i l i t i e s  s u c h  
a s  c o l l e c t i o n  c e n t e r s ,  packing  sheds  and r e f r i g e r a t e d  s t o r a g e  p l a n t s .  
Panama's A g r i c u l t u r a l  Development Bank (BDA) w i l l  be r e s p o n s i b l e  f o r  managing 
t h e  fund and f o r  app rov ing  p r o j e c t s  f o r  f i n a n c i n g  based upon A I D  approved sub- 
l o a n  c r i t e r i a .  The c r i t e r i a  w i l l  r e q u i r e  d e t a i l e d  f e a s i b i l i t y  s t u d i e s  be 
p repa red  which e n s u r e  t h a t  i n d i v i d u a l  p r o p c ~ s a l s  a r e  t e c h n i c a l l y ,  e conomica l ly  
and f i n a n c i a l l y  sound.  Each f e a s i b i l i t y  s t u d y  must a l s o  show t h a t  t h e  
proposed p r o j e c t  w i l l  n o t  have a  s i g n i f i c a n t  e f f e c t  on t h e  human environment  
o r ,  i f  a  p r o j e c t  i s  l i k e l y  t o  have a  s i g n i f i c a n t  e f f e c t ,  t h a t  a  s a t i s f a c t o r y  
env i ronmen ta l  a n a l y s i s  i s  p repa red .  I n  a d d i t i o n ,  no marke t ing  c r e d i t  f unds  
w i l l  be u t i l i z e d  t o  f i n a n c e  t h e  procurement  o f  p e s t i c i d e s .  Subparagraph  ( x )  
of  A I D  Envi ronmenta l  R e g u l a t i o n s ,  22 CFR, P a r t  216, S e c t i o n  2 1 6 . 2 ( ~ ) ( 2 )  s t a t e s  
t h a t  an  IEE i s  n o t  r e q u i r e d  when t h e  a c t i v i t y  be ing  f i n a n c e d  p r o v i d e s  " suppor t  
f o r  i n t e r m e d i a t e  c r e d i t  i n s t i t u t i o n s  when t h e  o b j e c t i v e  i s  t o  a s s i s t  i n  t h e  
c a p i t a l i z a t i o n  o f  t h e  i n s t i t u t i o n  o r  p a r t  c h e r e o f ,  and when such  s u p p o r t  d o e s  
n o t  i n v o l v e  r e s e r v a t i o n  of  t h e  r i g h t  t o  rev iew and approve  i n d i v i d u a l  l o a n s  
made by t h e  i n s t i t u t i o n " .  

Envi ronmenta l  Ac t ion  Recomme~ided : 

Based on t h e  n e g a t i v e  envl ror lmenta l  impac t s  and c a t e g o r i c a l  
e x c l u s i o n s  d i s c u s s e d  above ,  t h e  Miss ion  recommends t h a t  t h e  A g r i c u l t u r a l  
Coopera t ive  Market ing  P r o j e c t  be g i v e n  a - Negat ive  De te rmina t ion  r e q u i r i n g  no  
f u r t h e r  env i ronmen ta l  review. 




