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RAANDA - LOCAL CROP STORAGE (696-0107)

FORMATIVE EVALUATION

I. INTRODUCTION

i
A. Summary Focus of the Project

A primary element of the AID strategy in Rwanda, which has
evolved since 1975, is to promote increased food production to
keep pace with Rwanda's rapidly growing population. The
strategy is being implemented on two levels: the local level
through the Local Crop Storage project and the national level
tnrough the Food Storage and llarketing rroject, Phaces I and
I1. Through the Local Crop Storage project, AID is building on
experience gained with establishing and/or strengthening
communal-level cooperatives to store and market two of Rwanda's
staple food crops, beans and sorghum. Initially through an
Operational Program Grant (OPG) to the Cooperative League of
the U.S.A. (CLUSA), funds were provided for the construction of
seven grain* storage cilos attached to cooperatives and for
technical services to train cooperative managers and
accountants in cooperative storage and marketing operations.
Given the relative success of this pilot effort as well as
recognition of the complexity of the dynamics of food
production and warkecving in Rwanda, a more long-term and
expanded assistance commitment through the Local Crop Storage
project was deemed appropriate. Through the Food Storage and
Marketing (FSM) project, efforts have been (and are continuing
to be) focussed on strengthening the GOR parastatal GRENARWA
(National Granary of Rwanda) in its role as a "marketplace
catalyst"” in beans and sorghum. By operating a producer- and
consumer-responsive network of strateg.cally located
warehouses, GRENARWA will potentially manage a food security
stock.

The Local Crop Storage (LCS) project was authorized in
March 1979. As stated in the Project Paper (PP), the project
is directed toward the dual goals of increasing farm family
incomes in participating communes and increasing food
availability to small farmers throughout the year at more
stable prices. fThe project has three purposes which, if
achieved by the scheduled completion of the project in June
1987, should impact on the sector goals:

*The term "grain" will be used to indicate beans and sorghum,



- to establish a food storage and marketing system at
the local level for cereals and pulses which is more
favorable to small farmers;

- to reduce seasonal and regional price fluctuations
and to ensure fair weights; and

- to reduce storage losses, both on-farm and in
cooperative silos, by introducing improved storage
practices and uase of approved insecticides through
cooperatives.

The project is being implemented through the Directorate of
Cooperative Action (Direction de 1'Action Cooperative) in the
GOR Hinistry of Social Affairs and Community Development
(MINASODECO). To achieve the first and second project
purposes, which are basically interdependent, project funds are
being provided to (a) continue the construction of silos and
warehouses attached to cooperatives, (b) continue and expand a
comprehensive training program for both government and
cooperative administration of a cooperative-based storage and
marketing system and (c) assist cooperative operations through
access to working capital. To achieve the third project
purpose, funds have been earmarked for a multicomponent
research program. To date implementation progress has been
balanced by delays which have reflected the complexity of the
project's scope and which confirm the timeliness of this
formative evaluation.

B. Purpogses of this Evaluation

As jointly agreed with MIMNASODECO's Directorate of
Cooperative Action (DIRAC) and the Office of the AID
Representative/Rwanda (OAR/R), and as stated in the Amplified
Project Descripticon (attached to the Project Grant Agreement
signed May 5, 1979), the purpose of the formative evaluation is
to provide a mid-stream "measurement of effectiveness" of
participating cooperatives' management of a storage and
nmarketing operation. Although the formative evaluation was
originally scheduled for Fall 1931, it has been delayed to
follow completion of the pilot project under the CLUSA OPG and
to allow for several gquantitative and qualitative
accomplishments. A second and equally iwmportant purpose of
this evaluation, therefore, is to evaluate the progress to date
against anticipated results and, as necessary, identify and
recomnend changes in the project's design and management. In
addition, this evaluation will focus on:



(1) progress to date in institutional development,
including organizational support and extension to
participating cooperatives as well as staff
developmant and training;

(2) an analysis of the present cooperative marketing
strategy and recommendations for improvement,
including use of a revolving credit fund; and

(3) suggestions for supporting the evolution of
cooperative unions to strengthen a relationship with
GRENARWA.

C. Evaluation Team Membership

Although the Project Paper indicated that the formative
‘evaluation could be undertaken by an AID in-house team with
only one consultant in either grain storage or cooperatives, it
was decided by OAR/R to broaden the membership to include other
specialist services. The team members, and the timing of their
participation, included:

Ms. Dianne Blane, Project Officer, REDSO/ESA (Team
Leader) (ilay 31-June 21)

Mr. William Garvey, Agricultural Economist (Contract)
(May 31~June 21) ’

Mr. Phillip Boyle, Social Scientist (Contract) (May
31-June 21)

‘Mr. James Alrutz, Cooperative Specialist, CLUSA (May
31-June 21)

Mr. Abe Waldstein, Small Farmer Marketing Specialist,
AID/W-S&T/MD (June 6-21) :

Ms. Mary Beth Bennett, Assistant Agricultural Officer,
OAR/R (May 31~June 21)

The evaluation team wishes most sincerely to thank Mr.
Wellars Magorwa, Director of the Directorate of Cooperative
Action, and his staff for spending so many hours and sharing so
willingly their knowledge and expertisce with the team. The
team specially thanks Mr. Alfred Kabeza, Mr. Thaddee
Utumabahutu, Mr. Paulin Bizimana and ifr. Vincent Mpamira, as
well as Mr. Gene lLerner, the CLUSA Advisor on the project. The
team took several field trips to visit LCS ccooperatives and
areatly_anpreciates the many interviews with-cooperative-
officers and managers and with the regional cooperative
inspector and his assistant in Butare.
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D. Methodology of the Evaluation

The evaluation team has examined the project from various
perspectives:

- institutional

- financial

- econonic

- sociological/socio-economic (beneficiary participation)

Attention has also been given to project implementation
management with specific reference to the OAR/R, the MINASODECO
Directorate of Cooperative Action and the contractor.

The above analyses on which the'recommendations are based
have been supported by extensive personal and group interviews
and interaction, on-site visits to cooperatives and a
documentation review. DIRAC and AID files, records and reports
have also been studied.

II. SUMIMARY CONCLUSIONS AND RECOIM4ENDATIONS

A. Sumnary Conclusions

1. Relevance: Progress toward Achieving the Project

Purposes

(a) To establish a food storage and marketing system
at the local level for cereals and pulses which is
more favorable to small farmers.

A precise analysis of the economic impact of LCS
cooperatives, their financial status and their effect on farmer
incomes must await further marketing experience. Only five LCS3S
cooperatives are now functioning; they have only traded through
one complete buying and selling canmnpaign; and the level of
their marketing activities is limited by very restricted
working capital. Some positive conclusions may be drawn
however. The project's concept of the storage and marketing
(I.CS) cooperative - a central facility where farmers can store
their grain at harvest, receive a small margin above the going
market price, buy it back during the soudure (gap between
harvests) at lower-than-market prices and in the interim
receive a cash loan on their dgrain deposit - appears-walid-ané-
is accepted by farmers. If in fact before the opening of the
cooperative, trader prices jin the commune had been kept
artificially low because of the trader's position as the only
buyer, then the cooperatives arce also having a positive effect
on increasing



prices to direct sellers to the cooperatives and also favorably
increasing prices in the area for farmers still selling to
traders. The primary impact of the project on local commerce
has therefore been to open new commercial options to producers
and traders at all levels. It has given a group of less
well-o0ff producers and small-scale traders access to reliable,
long-term storage in a way that does not tie up their major
capital resources. Competition in produce trading has
increased, and this can be expected to have a positive impact
on consumer prices as the scale of the project .grows. The
project's most important impact, which is only aow gathering
momentum, is strengthening the private sector in rural Rwanda.

(b) To reduce seasonal and regional price fluctuations
and to ensure fair weights.

Lacking sufficient working capital, the LCS cooperatlves
have not yet moved into interrcgional marketing of grains .on
any scale. The experience of the Gikoro CGS cooperative,
however, clearly indicates that a dynamically-run cooperative
can move a significant tonnage of grain, particularly if
located in a surplus production area, and thus facilitate the
flow of grain to deficit production areas, thereby increasing
the efficiency of the marketing system as well as making money
for its members. In general the LCS cooperatives are handling
only a small percentaqgc of the total volume of grain passing
through the marketing system. The cooperatives' influence in
the marketing system can be strengthened with the establishment
of reyional cooperative unions. The unions could serve as a
communication linkage between the member cooperatives
(including non-LCS cooperatives) and GRENARWA for commercial
networking. Since the cooperatives, as discussed in (a) above,
are having a beneficial impact on producer and consumer prices
on the local level, extension of this impact on an
interregional basis will also have a beneficial inmpact,
reducing seasonal and regional price fluctuatione.

G

A project censumption is that farmers are routinely cheated
on weight estimates of their grain when both selling to and
buying from private traders. The problem has been addressed by
introducing systenmndatic and reliable weighing procedures at the
LCS cocperatives. Farmers are, therefore, now ensured fair
vweights vhen dealing with the I,CS cooperative. Additional
analysis, however, should be made of the extent of the problem.

{¢) TG reduce storage LoSses, poth on-farm and in LCS
cooperative silos, by. 1nLrodu~1ng improved storage
practices and use of Iﬁprovci insecticides tlirough
cooperatives



As presented in the Project Paper, the concept of the
project is biased toward advantages accruing to farmers through
centralized, low-cost local storage of grain. 1In fact, there
is no evidence that stock losses are less in the LCS and CGS
silo/warehouse facilities than in the most widely used methods
of on-farm storage. On the other hand, properly managed silo
and warehlhouse storage can - and has at most of the LCS and CGS
cooperatives - reduce insect and moisture losses to almost
zero. An extension program to reduce on-farm storage has not
yet been initiated. Given the sizeable workload on a small LCS
staff to implement activities related to the first two project
purposes, reduction of on-farm storage losses has been
correctly accorded a lower priority. It is recommended,
however, that an extension program focussed on malathion sales
through the cooperatives, on-the-job training and short-term
courses in storage technigues for cooperative managers, and
supplenental demonstrations and exhibits on storage techniques
for cooperative members be planned and implemented in the near
future.

2. wifectiveness: Progress to Date in Achieving the EOPS

(a) Development and Operation of LCS Cooperatives

Project inputs which support the development and operation
of LCS cooperatives are construction of silos and/or warehouses
at cooperatives, training of cadres from the national level to
the cooperative level and access to working capital through a
revolving credit fund. Progress to date in all three efforts
is behind schedule. The project is now in its third year of
implementation, by which time the construction of 40 storage
facilities and six satellite units was to have been completed;
an estimated 20-22 will be in operation by the end of the
year. Training has been focussed on the cooperative level and,
although also behind schedule, has kept pace with
construction. The revolving credit fund has not been
activated., The primary constraint has been a reduction ian the
LCS staff which has severely limited its capacity to maintain
implementaticn momentum. The life of the project has been
extended by three years, to June 1987, however, and it is hoped
that, if MIIIASODECO accepts and implements the evaluation
team's -ireconmmendations concerning personnel ‘staffing -and
management, implementation will proceed satisfactorily.
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(p) Research Completed on Technical and
Socio-Eccnomic Aspects of Local Crop Storage

Inplementation of the research component of the project has
not yet begun. To assure its coordination with related studies
which-will be undertaken in other AID projects in the
agricultural sector, the research will be combined in an
integrated package. Selection of a U.S. university to
implement the research component is now in process, and a
research team to work with two Rwandan counterpart
institutions - ISAR and INRS - should arrive in Rwanda in late
1983. '

B. Evaluation Recommendations

The evaluation team recommends’ that the LCS office within
‘MINASODECO's Directorate of Cooperative Action and OAR/R
undertake the following operational and corrective actions
which have been grouped in four categories: institutional
developnent, technical aspects, research and project
management, The rationale and analyses on which the
recommendations are based are then discussed in detail in the
following sections of the evaluation report.

1. Institutional Development

(a) Organizational Sunport and Extension

In addition to the present I1.C3 staff, MINASODECO should
approve and f£ill the following full-time positions: one
trainer, one management/audit specialist, one bookkeeper, one
assistant construction supervisor, two secrctaries and two
drivers.

MINASODECO should relax its travel and per diem policies to
permit the LCS staff to perform its duties in supervisory
managenent, training and technical inspection.

The LCS Project Director, the CLUSA Advisor and OAR/R
should study the needs of the cooperative union in Butare with
a view toward providing technical and financial assistance.
LCS project funds should be made available to provide any
proposed assistance.

(b) staff Developrent and Training

On-the-job training cf cooperative managers and
comnissaires aux comptes (internal auditors) should be
intensified. Each cooperative should be visited monthly by at
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least one LCS staff mewber and all operational problems should
be discussed at that time. Buying, selling and pricing
strategies should be reviewed during each visit. An audit
should be performed at least quarterly.

Retraining of cooperative officers, managers and
commissaires aux comptes should occur once yearly. Special
emphasis snouid be placed on management and accounting
procedures. Cooperative encadreurs (rural trainers/organizers)
should also be included in the retraining sessions,

A workshop for cooperative officers should be organized to
help them develop goals and strategies for the future viability
of their cooperatives. This workshop could be appended to the
retraining sessions.

The LCS Project Director and the CLUSA Advisor should
determine the training needs of the LCS staff members.
Personnel should, however, only be released to attend
short-terim training courses outside of Rwanda if they not
interfere with the responsibilities implicit in the above
recommendations.,

Given the success of the Kansas State University in-country
training course conducted in 1981, a similar course should be
cunducted again for LCS staff, cooperative managers, GRENARWA
warchouse managers and others involved in grain storage.

(c) Developmnent and Operation of LCS Cooperatives

" The evolution of regional cooperative unions should be
encouraged. The unions coula (1) serve as a communication
linkage kctween the member cooperatives (including non-LCS
cooperatives) and GRENARWA for commercial networking and ({2)
potentially assume many of the monitoring functions now
periormad by MINASODECO/DIRAC. Cooperatives should, however,
remain indenpendent of the OPROVIA institutional framework.

Pending the establishment of regional cooperative unions,
the LCS staff and GRENARWA should develop a coherent and
feasible policy of cooperation to handle grain sales between
cooperatives and GRENARWA, thereby creating networks of
cooperatives to facilitate interregional transfers of food
stocks from surplus to deficit production areas. In all cases
the financial 7inteégrity and autonomy Gf the particés must be
respected, and transactions should be coasummated only if
advantagecous to all parties as deternmined by independent
decisions of their ofiicers. The modalities of implementing



this policy should be included in all training and retraining
courses for cooperative officers and managers.

‘Cooperatives should begin keeping records on quantities
purchased and sold per commmnodity per member to enable eventual
distribution of a patronage bonus in proportion to a member's
dealings with the cooperative storage facility and to permit an
accurate assessment of beneficiary incidence.

CLUSA should assist the DIRAC/LCS staff to review and
revise as necessary the accounting system currently in use to
assure the LCS and CGS cooperatives' more effective planning,
managenert and operation. Any revision in the
accounting/financial wanagenment syste.a should be incorporated
in the training program for cooperative officers, managers and
commissaires aux comptes. (See also recommendations under . _
Staff Development and Training and The Revolving Credit Fund.)

A potential role for one or two Peace Corps Volunteers,
either to reinforce the monitoring support provided by the
regional cooperative inspectors or to assist in the
establishment of a regional cooperative union(s), should be
explocred.

(@) The Revolving Credit Fund

Without further delay, MINASODECO, OAR/R and CLUSA should
agrec on the policies and regulations which will govern
allocation and use of the revolving credit fund. The policies
and regulations should be implemented immediately.

OERR/R, MINASODECO and CLUSA should consider the following
modificaticns to Project Implementation Letter No. 3, dated
July 9, 1982:

- loans for local becan and sorghum purchases should be
(1) extended to cooperatives on a long-termn,
open-ended kasisy (2) reviewed annually and modified
as necessary and (3) adjusted downward as cooperative
earnings accumulate.

import loans (as defined in the PIL) and loans for
insecticide sales to cooperative members should be
considered as local needs loang, racher than_treated
as a ceparate category of loan.

- the interest rate on loang for local and import
purchases and for &gricultural inputs should b
-established at 3% below the Dangues Populaires'



- 10 -~

commercial rate, Interest should be payable annualiy
at the time of the loan review. :

- administration of the revolving credit fund should be
the responsibility of the LCS Project Loan Committee.

OAR/R should request CLUSA to provide a short-term
specialist in commercial banking. The specialist should (1)
assist the LCS staff in implementing the policies and
regulations which have been agreed upon for allocation and use
of the revolving credit fund, (2) develop improved
administrative and audit procedures for both the DIRAC/LCS
staff and tne cooperatives and (3) make arrangements with the
Banques Populaires for establishment of a loan guaranty fund,
including development of the necessary forms, contracts, etec,
The services should be provided as' soon as possible.

2. Technical Aspects

(a) Consgtruction

If the recommendations concerning a strengthened LCS
staffing pattern and a revision of the MINASODECO travel and
per diem policies cannot be implemented by September 1, 1983,
in order not to increase the workload on the present LCS staff,
new construction activities should be suspended until
MINASODECO and OAR/R jointly agree that the staff has-the
capability to fill its wanagerial, training and general
oversight functions. (Sce recomnendations above under
Institutional Development/Organizational Support and Extension).

As a correlation to the above recommendation, the current
pace of construction should not be either accelerated o) exceed
the capability of the LCS staff to provide training and
extension services to cooperatives where storage units are
being constructed.

To ensure proper workmanship and strict adherence to
construction plans and spccifications, either the LCS
constru:tion supervisor or his assistant should be present at
the construction site during the initial stage and periodically
through completion of construction.

The LCS staff should advise coopcrative officers and
Inanagers to nake necessary repairs to ensure that silos are in
proper operation condition.

An engineering requirement that construction of warehouses
near the Zaire border neet seismic standards should be enforced.
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(b) Storage Techniques/Technology

The LCS grain storage technician should visit each
cooperative at more frequent intervals (at least quarterly) to
monitor the cffectiveness of silo storage techniques, provide
on-the-job training in storage technology and implement an
on-farm storage extension program for cooperative members.

The LCS staff should plan and implenent an on-farm
extension program, including insecticides sales and periodic
demonstrations and exhibits of storage techniques at the
cooperatives.

Credit-financed insecticides for both on-farm and silo

storage requirements should be procured and distributed in a
timely fashion to all LCS cooperatives,

Each cooperative should be provided with a graded measure
or scale to determine more accurately the tonnage of bheans and
sorghum stored in a silo. OAR/R should request the REDSO/ESA
engineer to devise the wost appropriate method.

In the course of his visits, the LCS grain storage
technician should confirm that cooperative managers are
cocrrectly onerating the moisture meters.

3. Research

The socio-econowic component of the LCS research effort can
be covered through other projects (the Cropping Systems
Inprovement and Agricultural Survey and Analysis projects and
the family budget and consunption survey), exzxcept for an
analysis of the Rwandan market structure and function. A
comprehensive marketing study should be undertaken to fill this
gap. The study should focus on two areas: the acto.rs,
transactions, costs and margins of marketing channels from
producer .to consumer; and the real cost of transport in Rwanda
under various options.

Personnel at LCS cooperatives and GRENARWA warehcuses
should be requested to gather (a) weelkly price data for beans
and sorghum froi one nearby wmarket per facility and (b) weekly
data on gquantities brought_ for_sale to cach market.

Survey personnel from the Agricultural Survey and Analysis
project should be requested to gather data on producer sales of
beans and sorghum to permit a comparison of accurate welghts
with weights determined by private Lradcrs.
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4. Project Management

Periodic project management meetings should be initiated
immediatcly. The LCS Director should hold regularly scheduled
staff meetings, an< the OAR/R and the LCS staff should also
meet on a regular basis for joint problem-solving and
implementation planning.

OAR/R should share RFMC financial reports with the LCS
staff (specifically the LCS accountant) so that the LCS office
can more carefully monitor project and contract expenditures.

MINASODECO should arrange more satisfactory office space
for the LCS staff. At a minimum, the LCS Director and the
CLUSA Advisor should ke moved to a larger office with a
telephone. The staff should also be provided with additional
£filing cabinets and storage space for office equipment and
supplies.

At least one of the two secretaries recommended for
assignment to the LCS office should be skilled in filing and
responsible for maintaining an efficient filing system.

The LCS staff should reassess requirements for additional
supplies and eqguiprment (such as calculators) to maximize the
efficiency of field visits and audits of cooperative accounts.

Completed LCS silos and warehouses should be marked with
the AID logo (as required in Project Implementation Letter No.
1).

To assure its maximum usefulness to both MINASODECO and
OAR/R, this evaluation report should be translated into I'rench.

IIL. SUMMARY AND STATUS OF PROJECT INPUTS: AID AND GOR

A. AID and GCR Project-Svecific Inputs

The project was authorized by the AA/AFR on March 9,
197¢. The estimated total cost of the project, to be
implenanted over five years {recently extended to seven years),
is $2,867,000. The Project Authorization included a waiver of
the host country cost-sharing requirement cf FAA Section’
110(a). The AID and GOR inputs as presented in both the PP and
the Project Grant Agreement are indicated in the following
table:
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Input AID GOR TOTAL
Technical Services $572,676 $71,250 $643,926
Training 100,000 - 100,000
Commodities 158,975 - 158,975
Construction 848, 710 177,435 1,026,145
Rescearch 452,100 45,210 497,310
Evaluation 40,000 - 40,000
Revolving Credit Fund 400,000 - 400,000

$2,572,461 §293,895 $2,866,356
Rounded to: $2,573,000 $294,000 $2,867,000
(90%) (10%) (100%)

The project has been incrementally funded. The original
Project Grant MAgreement, signed on May 11, 1279, obligated
¢1,612,000 in FY 1979 funds. The balance of $961,000 in FY _
1980 funds was obligated in.Amendment No. 1 on June 13, -1980.

1. Technical Services

On the basis of its experience in implementing its OPG
(titled Cooperative Grain Storage (CGS), 696-0108) and
consequently its understanding of the Rwandan cooperative
movcment, CLUSA was awarded the contract for project
impleaentation. A non-competitive procurenent waiver was
approved by A/AID on December 7, 1979, and a host country
contract between CLUSA and the GOR was signed on October 11,
1980, The anmount obligated in the contract is $574,464
(rounded to €575,000 by RFMC) for the provision of long-term
advisory rservices from June 198l to September 1984, plus 48
work-days of short-term consultant services. The delay of
eighteen months between the availability of funds (iday 1979)
and signature of the contract (October 1980) is explained by
protracted contract negotiations complicated by the overlap
with and transition from the CLUSA OPG. Actually, however,
field inmplenentation was not hindered. 'The CLUSA Froject
Manager provided under the CGS project continued his services,
praid under the contract after October 1980, through July 1921.
His replacement arrived in October 1981 and departed in
Septeuber 1982, The present CLUSA Adviscr arrived in Hovenber
1982 for a two-year tour of duty. fTo date CLUSA nhas provided
one short-teri consultant, a cooperative specialist to study
the status of Rwandan cooperatives, the potential for
establishing cooperative unions and a national federation of
covpcratives and an anulysis ‘or coopefativeé législation. As of
June 1, 1983, expenditures under the CLUSA contract total
$352,744.98, lcaving a balance of $222,255.02.
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The services of two consultants have been charged to the
project outside of the ZLUSA contract: an engineer to review
silo and warehouse construction specifications and an
agricultural economist to develop proposals for the research
component cf the project.

According to the PP, the GOR would provide the staff of the
Department of Cooperative Promotion which, at that time,
included 36 professionals, three secretaries and 48
commune-level encadreurs (rural trainers). A mMore accurate
estimate of project-specific staff is/was 14. A ministerial
reorgyanization in late 1981 resulted in an expansion of
ministerial functions. The Ministry of Social Affairs and
Cooperatives became the Ministry of Social Affairs and
Community Davelopnent; the Department of Cooperative Promotion
was abolished; and GOR responsibility for support to the
‘cooperative movement was vested in a smaller Directorate of
Cooperative Action within a new Department of Cocmmunity
Development. Personnel shifts resulted in a revised
hcadquarters staffing pattern of nine professionals, two
secretaries and three drivers. Since late 1981, the staff has
been further reduced to six Rwandans, including one driver.
The implications of the smaller Rwandan staff are discussed
below in Section IV.A., Organizational Support and Extension.

2. Training

.As designed, training at multiple levels would be
undertaken during the life of the project. With the assistance
of the CLUSA Advisor, third-country training programs in
cooperative management would be provided to the DIRAC/LCS
staff. Pre- and in-serxvice training for personnel on the
prefecture and commune levels as well as for cooperative
personnel would be provided by the LCS staff as part of their
job responsibilities. To date only three Rwandans have been
sent for training outside of the country, and the primary
constraint to accelerating headquarters staff training is now
the lack of personnel and coverage during even short absences.
Prefectural-level training for regional cooperative
inspectorate personnel and cciunune-level training for
cooperative encadreurs has bzen minimal to date. Training of
cooperative personnel, on the other hand, has been proceeding,
although somewhat behind the schedule presented in the PP. An
analysis of the training program on all levels and
recemmendations concerning oryanization, attendance-and content
is included in Section IV.B., Staff Development and Training.
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3. Commodities

Major categories of commodities include vehicles,
construction materials (cement, roofing sheets, reinforcing
bars, etc.) and equipment to operate a silo/warehouse and
marketing operation at the cooperative (calculators, scales,
locks, pulleys, moisture meters, etc.). PIO/Cs for
construction and equipment requirements are issued as AID
increnentally approves groups of cooperatives to be assisted
under the project. & waiver for the procurement of seven
vehicles and ten motorcycles was approved in the Project
Avthorization. In addition, a waiver was approved by the
AR/MAFR (6/22/8l) to procure a 10T Nissan truck to transport
construction materials from Kigali to the cooperative sites.

Projected and Actual Vzhicle Procuremant

Item Project Paper/Waiver Actual to date

Landrover 1 1

Toyota Stout Pick-up 3L/ 1 (used for
construction
supervision)

Mazda sedan - 1 (substituted
for 1 pick-up)

Motorcycles 202/ 2

Nissan 10T truck - 1

Sedaus for recscarchers 3 1 (thoudi: not
yet usad)

l/ Includes a replacement pick-up to be procured in the fourth year
of the project.

2/ 1o be used by 10 regional inspectorates with replacement in the
fourch year.

4, Construc':.on

Funds have baen budgeted for the construction of silos and
warehcuses attached to cooperatives. According to the PP, the
construction of 40 warehouseg, each with a 60-100T capacity, plus six
smaller "satellite" warehouses should be completed by the end of the
third year of project implementaiion. To date, five.azre in operatioa;
arnradditional eix will be operating for the Julv-August 1983
sorghun-buying season; and nine ndore are now at various stages of
construction. ©f the latter n'1e, six should be opcerating for the
January 1944 boean-buying season.  Although construction is behind
schedule, tha prosent roce is nmaximws given the LCS staff's management
capacity. 7Ta2 LC® staff is5 also responsible, of course, for continaed
oversight of the cooperative silos constracted under the CGS voject.

al
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It is now estimated that rising costs will preclude
construction of the total number of facilities, falling short
by perhaps 2-4. A more detailed discussion is included in
Section V.A., Construction.

The GOR in-~kind contribution to the construction effort
includes an assessed value of the land on which the cooperative
silos and warehouses are built, the GOR costs to prepare the
final design documents (IFB package) and the value of communal
seclf-help labor to assist in the construction.® It can be
safely assumed that this contribution will be met during the
life of the project.

5. Research

As discussed in the PP, the research component of the
project was to be implemented through two Rwandan i-stitutions:
ISAR (Institut des Sciences pgroncmiques du Rwanda) and INRS
(Institut National de Recherxche Scientifique), both located in
Butare. ISAR will undertvake studies on indigenous crop
storage, bean resistance to pest attacks in storage, effects of
bean storage on cookability and an inventory of bean
varieties. INRS will undertake a conprchensive socio-economic
study, or series of studies, on food crop production costs,
labor employment, consumption patterns, the role of commercial
traders, etc. Project funds were budgeted for the services of
three research assistants and a part-time research supervisor
from a U.S. university to assist INRS in undertaking the
socio-economic study.

The research effort has not yet begun. Instead, the
programmatic decision was made to combine the LCS research
effort with complemcntary research which will be financed under
the rFood Storage and Marketing project, Phase II (for the
technical studies) and under the proposed Cropping Systens
Improvement project (for the socio-economic study). A PICO/T
(696-0107-3~00033) was issued on Septenber 3, 1982 for $450,000
to provide partial funding for a coordinated rescecarch package
to be implemented under a contract with a Title XII
university. The estimated total cost of the contract is
$809,000. The seleztion process is nearing completion, and it
is expected that the research team, led by a research manager,
will arrive in Rwanda hefore the end of the year. An

ssessment of the rescarch effort is included in Jection VI.,
Research.

When the resecarch effort begins, the GOR contripution
ISAR and INRS staff time, clerical time and office space - will
be reqguired.
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6. Revolving Credit TI'und

A total of $400,000 has been budgeted for allocation to LCS
cooperatives as working capital with which to purchase beans
and sorghum, agricultural inputs (primarily insecticides) and
other "merchandise" needed by the cooperative members. Each
LCS cooperative could receive an average allocation of
$10,000. The terms and conditions for use of the fund,
however, have not yect been determined. A total of about
$15,000 was allocated to the initial five LCS cooperatives last
year on a provisional basis. Use of the fund is contingent
upon satisfaction of a condition precedent which requires that
the GOR subnit to AID a detailed plan indicating (a) how the
fund will be administerecd; (b) the credit terms, or interest
rate structure; (c) the anticipated default rate; and (d) the
mechanism and criteria for review and approval of loans to
cooperatives. The Project Authorization specified a fifth
element of the plan, which was not included in the Project
Grant Agreccment: the administrative ccst of providing credit.
Given the importance of working capital to a cooperative's
viability and ability to function on bhehalf of its members as a
marketing operation, a detailed analysis and recommendations
for utilizing the revolving credit fund are included in Section
IV.D., The Revcolving Credit Fund.

7. Evaluation

Both the formative and final evaluation costs were budgeted
in the pp. Half of the total, $20,000, has been spent for
consultant services for this evaluation team.

8. Summary Budgct Analysis

The financial plan in the PP matches the budget included in
the Project Grant Agreement/Amnplified Project Dascription.
Project Implementation Letier No. 1, issued on December 29,
1980, however, shifts funding betwecen components and adds two:
miscellanceous and administrative costs and contingency. The
total, $2,573,000, remairs the same. The following table
compares the two budgets with the current status of AID
commitments (subobligaticns) and DIRAC/LCS local currency
expenditure records. It is cbvious that the project is now
tightly budgeted and that additiomal funds may have to be
authorized to-maintain project momentum.
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Component PP/PGA PIL #L  AID Commitments GOR IC Exp. Total
(as of 5/26/83)1/ (as of 6/24/33) (as of 6/24/83)
Technical
Services $572,676  $579,000 4582, 444 $ -~ $582,444
Training 100, 0002/ 91,000 29,394 13,035 42,429
Comaodities 158,9752/ 119,000 240,958 9,767 250,725
Construction 848,7102/ 772,000 344,016 (201,131)4/ 344,016
Research 452, 1002/ 411,000 450,0003/ - 450,000
Revolving _
Credit Fund 400,000 400, 000 69,278 (15,085)4/ 69,278
Evaluation 40,000 18, 000 20,000 - 20, 000
Misc.& Admin.
Costs - 50,000 - 32,790 32,790
Contingency - 132,000 * * *
TOTAL 42,572,461 $2,573,000 $1,736,090 $55,592 41,791,682

($2,573,000)

*To pe absorbxd for component cost over-runs.

Y/sowrce: RIC financial reports

2/ mcludes contingency

3/p10/T 695-0107-3-00033; contract not yet signed.

4/ Non-add, revresenting that portion of the AID commitment which has been expended.

$1.00=FRw 91.48
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B. Relationship of I1.CS to Other AID-financed Projects

In order to better understand the framework within which
the LCS-specific analysis and recommendations are made in the
following scctions of the report, it is important to bear in
mind the relationship of the project to other complementary
projects in the AID portfolio. These projects include:

Project Title and Number Status

Cooperative Grain Storage CLLUSA OPG; pilot project; completed
(696-0108) (LorP: $327,000) in December 1982

Food Storage and llarketing Initiated in 1975; completed in
Phase I (696-0100) December 1982

(Lor: $716,000)

Food Storage and Marketing, On-going
Phase II (696-011l6)
(Lor: $2,100,000)

Cooperative Training Center CLUSA OPG; on-going
(696-0119) (LoP: $935,000)

Agricultural Survey and Analysis On-going with Bureau of the Census
(696-0115) (LOP: $3,706,000) (BUCEN) assistance

Cropping Systenmns Improvenent PP design scheduled in late 1983-
(696-0110) (ecstimated early 1984

LOP: %12,000,000)

AID's support to improving Rwe *dan food crop storage was
initiated in 1975 with a modest allocation of funds to both
Catholic Relief Services (CRS5) and CLUSA. In the case of the
CRS activity, 21 storage silos were constructed in communes
where Catholic missions were located. (CRS has recently bheen
discuss’'ng with MINASODECO the DIRAC's assumption of
responsibility to monitor tne operation of these silos.) 1In
the case of the Cooperative Grain Storage project,
implementation was undertaken jointly by CLUSA and the U.N.
Capital Development Fund (UNCDF) to build and operate seven
silo facilities attached to cooperatives. UNCDF provided
financing for the construction and working capital for each
cooperative to buy and sell keans and sorghum on behalf cf its
nembers. CLUSA focussed on substantive project. _implemantatiorn: .
selccting coopevratives; supervising the construction; designing
and presenting training courses for cooperative personnel;
training ministry staff in management, cooperative operations
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and storage technology; and monitoring use of ‘the credit
funds. The CGS projecct is considered to be the pilot phase of
the LCS project.

Under FSM I, GRENARWA was established and became
operational to intervene in food crop marketing by buying and
selling beans and sorghum. The purpose of the intervention is
to assure maximum producer prices and supplies and minimum
consuner prices. Under Phase II, GRENARWA's alpility to
function with increasing effectiveness and efficiency is
continuing to be supported. In addition, however, a major
research effort will be undertaken on storage problems
(especially related to beans). As discussed above (Section
III.A.5.), the FSii-financed research will bhe combined with the
LCS-financed research as one, coordinated effort.

Under. the Cooperative Training Center project,- a
Cooperative Training and Research Center has been built to
provide (a) a facility (in Kigali) for cooperatives to organize
and conduct their own training courses, (b) short- and
long-terix training for cooperative, ministry and extension
personnel in cooperative organization, management and
accounting and (c) research, documentation and information
services for the continued developnent of the cooperative
movenent. AID inputs, provided by CLUSA through an 0OPG,
include the services of a Cooperative Education Advisor,
equipment and furnishings for the Center, scholarship support
and ‘a budget subsidy for the first five years of the Center's
operation. The Government of Switzerland has financed the
construction of the Center and is supporting the Research and
Publications Unit.

The Agricultural Survey and Analysis project was initiated
in late 1981 to strengthen GOR efforts in agricultural data
collection, processing, analysis, planning and nmanagement. An
agricultural census should be completed within three ycars, and
intermediate data collection and analysis can have bearing and
impact on the dynamics of the food production arnd marketing
system which is being influenced by both LCS-supported
cooperative operations and CRENARUVA. The propoased Cropping
Systems Improvement project will focus on agricultural rescarch
and strengthening ISAR and the agricultural extension service.
The socio-economic studies proposed under the LCS project will
be undertaken in conjunction with ISAR's on-going and expanded
‘réseéarch program. Institutional linkages will be established
between 1SAR, a Title XII university and I1ITA.
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IV. INSTITUTIONAL DEVELOPMENT

A. Organizational Support and Extension

The success of the project will utlimately be measured in
terms of the institutional viability of storage and marketing
cooperatives. To achieve viability requires extensive support
to the cooperatives in such areas as organizational planning
and managenent, accounting and break-even analysis,
intervention in the marketplace (necessitating pricing
policies) and effecctive storage. Services to the ©GS and LCS
cooperatives are centered in IMINASODECO's Directorate of
Cooperative Action. MINASODECO has scconded staff to establish
a project office, known as the Project Silos Cooperatifs
(Cooperative Silo Project), within the directorate. Refer to
the following organization charts of MINASODECO and DIRAC,
including the LCS staff.

Since initiation of the project in 1979, all training,
extension, auditing, construction and administrative support
activities have emanated fron this office/staff within DIRAC.
Prefectoral-level regional cooperative inspectors, their
assistants and cooperative encadreurs in communes where .ne
project is active have participated in training progr-.s
offercd by the LCS staff. In many cases, as part ~. their job
responsibilities, they have also worked ~l-2-~7, with the LCS
staff. These field pecrl=z =._ .uL, nowever, either directly or
solely responsible to the project.

‘'This centralized approach to cooperative support is
continuing, although planning for ,some cooperative
regionalization has been initiated. 1In Butare, for example,
the regional cooperative inspector has been directed by
MINASODECO to carry out specific extension tasks for the
project, and he has received a LCS motorcycle to assure his
mobility. The establishment of cooperative unions to provide
extension and other support services to member cooperatives is
also being considered.

Centralized support is predicated on having a mobile staff
in sufficient numbers to meet the needs of an increasing number
of LCS cooperatives. 1Inadequate staff and per diem allowances
now appear to be the two primary constraints to providing
comprehensive extension services.

From 1979 until late 1981, the LCS staff numbered 14,
including three drivers and two secretaries. Of the 14, eleven
were seconded by the ministry and threc were paid from project
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funds. During this period, seven CGS storage units were
operating, and their staffs and boards of directors had been
trained. In addition, six LCS storage units were under
construction und the ccoperative staffs were being trained.
DIRAC/LCS ctaff were visiting the cooperatives on a regular
basis.

Since late 1981, the LCS staff has decrecased from 14 to 6.
At the sanmc timeze, the nuaber of CGS und LCS cooperatives has
increased from 13 to approximately 3). Four professional staff
were reassigned and have not been seriaced. Two of the three
drivers and the two secrectaries were shifted to the ministry's
pool. Eightecen moaths ago the LCS Project Director* requested
that the four vrofessionals - a trainer, an auditor, a
bookkeeper and .1 assistant constructicon suvpervisor - be
~replaced, The :toequest is still pending.

The decrcase in staff is coupled with limitations on staff
travel, an egually serious constraint. At the present time,
the LCS staff is dependent on government, not project, funds
for payment of per diem. They are limited by orders of the
ministry to a total of six days of travel per month, which must
also include the travel of the government drivers who accompany
them. Thus cach prolecsional staff member is limited to
approximately one day of travel per month. This is, of course,
totally inadequate.

Following is a projection of visits to cooperatives which
the ce¢valuation team believes is indicative of the coverage
required to provide adequate support given the growing
management and extension workload as more LCS conoperatives
"cone on line." ©Each LCS cooperative should receive the
following assistance:

- for manaqenment inspection and audit: quarterly visits

- for training or retraining of cooperative officers and

staff, comulssaires aux comptes** and cominunal-level

*The Rwandan DIRAC Direclor wears two hats: DIRAC Director and
L.CS Project Dircctor.

**A commissaire ‘aux couptes is perhaps best described as en

intceinal auditor. A mewber of the coonerative's surveillance
committee, he/she is paid a montihily fec to verify the
cooperative's accounts, countersigning the bHimontniy financial
report which is subnitted to the LCS auditor., He/she is chosen
on the basis of knewn honesty and accounting skills.
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encadreurs: visits twice a year, with a total of 10 days of
training (includes both Phase I and Phase I1I training*¥**),
and

- for inspection of stored crops and assistance with
fumigation: quarterly visits,

In addition, the LCS Project Director should visit each
cperating cooperative at least once a year, visit the site of
each proposzd J.CS cooperative storage unit and attend training
nreygrams as often as possible., In summary, at least one LCS
staff member should visit each LCS cooperative once monthly.

Assuming that approximately 30 cooperative storage units
will be opcerational vy the end of 1983 (8 under CGS* and 22
under LCS) and approximately 48 by the end of the project, the
following annual LCS staff travel requirements are estimated:

- inspection and audit: 4 site visits/year z 1 day/visit
30 cooperatives = 120 travel days; x» 48 cooweratives = 1
travel days.

X
92

- training and retraining: Some training programs will be
conducted at the Coopcrative Training and Research Center
in Kigali, and LCS training staff would not be required to
travel. Assuming, however, that (a) half of the training
is provided outside of Kigali, (b) three staff members
‘rarticipate in each cession and (c) a group from 6
cooperatives is trained at one time, the following number
£ travel days would bhe reyuired:

for 30 cooperatives: 3 staff x 5 groups x 5 days = 75
travel days
for 48 cooperatives: 3 staff x 8 groups x 5 days = 120

travel days

~ grain insvection and fumigation: 4 site visits/year x 1/2

day/visit x 30 comperatives = G0 travel days; x 48
cooperatives = 83 travel days

*Savings in construction costs allowed the construction oi one
more silo (Abaruta cooperative); seven were planned, and eight
were built.

*¥**¥Dee Section 3., Staff Developnment and Training, below for a
discussion of the training phasces.
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- Project Director: 1 site visit/year x 1/2 day/visit x 30
cooperatives = 15 travel days; x 48 cooperatives = 24
travel days

From the above estimates, the total annual travel days and
cost in staff per diem can be calculated:

For 30 cooperatives:

Inspection and audit: 120 travel days
Training and retraining: 75 travel days
Grain inspection and

fumigution: 60 travel days
Project Director: _15 travel days
Total 270 travel days x FRw 2,000/day

per diem = FRw 540,000
FRw 540,000 = 45,900

This fiqgure does not include driver costs which are more
difficult to calculate since the LCS staff menrbers can travel
togetner to accomplish scveral of the ahove tasks at one. This
will reduce the number of days that drivers are actually in
travel status. Assuming half of the total days calculated for
the staff, driver travel would be:

135 travel days x FRw 1,000/day = FRw 135,000, or $1,475

Total annual per diem costs to support 30 cooperatives is
approximately FrRw 675,000, or $7,375. Total annual per diem
costs to support all 48 cooperatives is approximately FRw
1,080,000, or $11,80%5.

In conclusion, the tcam recomnends that, in addition to the
present LCS statff, MINASODECO should approve and f£ill the
following full-time positions: one trainer, ocne
manage:cent/audit specialist, one bookkeeper, one assistant
construciion supervisor, two secretaries and two drivers.
MINASODECO should also relax its travel and per diem policies
to permit the LCS staff to perform its duties in supervisory
managecnent, training and technical inspection. If these
recomaelations cannot be implemented by September 1, 1983, in
order not to increase the workload on the present LCS staff,
new construction activitices should be suspended until
MINASODECO and OAR/R jointly agree that the staff has the
capability teo £111 its managerial, training and general
oversight functions.
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In addition, the tecam suggests that the developnent of a
erative union should be supported on a pilot basis. There
at least four objectives to such a pilot effort:

(1) to test the ability of a union to provide adequate
extension services to its members with a view toward
relieving [INASODRCO of some, if not all, of its extension
responsibilities by the time the project is phased out;

(2) to facilitate buying and selling grain.among members of
the union and with GRENARVA, thus promoting two of the
project purposes;

(3) to provide commercial services and to achieve econonmies
of scale whiich individual cooperatives cannct achieve
alone; and

(4) to test the potential for a union's financial
self-suificiency.

The burgzoning union in Butare may be ready for support.
union includes 15 cooperatives, of which five are CGS/LCS

cooperatives., The cooperatives nave joined to pronote

mark

eting services, among nther activities, since some are

located in deoficit orvoduction areas while others are located in
surplus production areas. Although the association is not yet

func
meet

to ¢
anal

over

tional, the presidents of the cooperatives have been
ing and operational planning is underway.

The LCS staff and OAR/R should consider providing support
his union. Although its nceds and desires must still be
vzed, suvport in the following areas should be considered:

~- employnent ¢f a full-time manager/extension agent for two
years;

- enmplovment of & bookkeeper/secretary ior two years;

- rental of an office and olfice operating costs;

- purchace of a 2-1/2-ton truck for grain movenents and
extension services: and

- employient of a driver.

Support alenyg the lines noted above night cost $40-50,000
two years. Techbnical support could cone fron

MINASODECO/LIRAC, the CLUSA advisor and, if necessary, from

CL.Us
assi
cocp

A consultants., Consideration might also be given to
gning a Peace Corps Voluntecer with a background in
eratives to work vith tne association.
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B. Staff Development and Training

1. Status of Training Activities

According to the PP, participant training is a primary
component of the nroject. Training should be conducted at the
national (wministerial), prefectoral, communal and cooperative
levels. Accomplishments to date are summarized below.

Nationnil level: Within MINASODECO, 10 staff members were
to be sent to a specially designed 2-3 month course in the
training of trainers in cooperative management at the
Pan-African Institute for Development (PAID) in Douala,
Cameroon. Another group of 10 staff members was to attend a
3-6 month course in cooperative management at the Pan-African
Training Center in Cotonou, Benin. This last group was to be
financed through the African i{fanpower Development project.

To date only one participant has been sent to PAID, and he
is now completing a s32:ven-month course in business management.
It appears that the Pan-African Training Center in Cotonou is
no longer functioninygy due to a lack of funding. The LCS
construction supervicor, lMr. Vincent Mpamira, attended a
six-week course in construction techniques in Dakar in early
1982. 17he DIRAC Director, lir. Wellars ifagorwa, attended a
two-month course in development administration at the
University of Pittsburgé in Summer 1982. The LCS trainer, lr.
Paulin Rizimana, attended a two-week seminar on techniques to
stimulate rural self-help development efforts (animation pour
l'auto-promotion paycanne) in Kigali in October 19€2. Other
training at the ministcerial level has been marginal. The CLUSA
Advisor, however, informally provides cn-the-job training to
all LCS staff members,

Prefectoral level: There appears to have little training
of prefectoral-level regional cooperative inspectors
("supervisors" in the PP), although it was foreseen that 10
would attend a two-weck course in Kigali to assist them in
supervising the operation of cooperatives in their
prefectures. The regional inspector for the Butare prefecture,
however, has been provided with a LCS motorcycle to assist him
in extension and oryganizing a union of cooperatives. He has
been guided i . this task by the DIRAC/LCS staff, and he has
also participated as a trainer in training sessions for
ceoperative managers-ond commiscaires aux -comptes,

Commune level: Up to 40 commune-level rural
trainers/cooperative organizers (encadrcurs de comnune) were
also to be trained. 7To date, no specific training courses for
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encadreurs have been organized. In March-AaApril 1983, however,
a training session was held in Kibuye for the officers and
managers of the six LCS cooperatives which will soon begin
storage and narketing operations. Six encadreurs completed the
one-week course in management and accounting techniques for
cooperative managers and comnissaires aux comptes (see Section
2. below). Furthermore, to the extent that a number of
encadreurs are also members of cooperative surveillance
comimittees or are cooperative officers, they have been trained
along with that group (see below).

Cooperative level: The nost active training under the LCS
(and CGS) project has been for cooperative officers and
managers., The PP and Project Grant Agreement estimate a
requirement for a total of 480 person-weeks of training. This
is broken down to 1-2 persons per cooperative, or about 8 weeks
eachh for 60 participants during the life of the project.
Training would be held in 3-4 week sessions. The PP also
states that CLUSA, under the CGS project, would prepare a
general training plan for cooperative personnel, which could
then be expanded under the LCS project. This has been the case.

Training for 90 officers and managers of the initial 11 LCS
cooperatives has bLeen conducted in 6 one-week sessions. The
first training session for the personnel of the next group of 9
I.CS cooperatives will begin in 2-3 months.

Although the most active component of the overall training
effort, cooperative-level training still anppears to be behind
schedule. Zizcording to the PP, about 96 person-weeks of
training would be conducted annually (26 x 5 years = 480). The
project is now in its third yecar of implenentation, and only 90
persocn-weeks of training have been conmpleted, i.e., less than
half of the target level.

One mitigating and unforeseen factor has been the need to
retrain 20 officers and managers of the CGS cooperatives. That
gronp was given an additional one week of training in May
1982. Total training conducted to date therefore totals about
110 person-wecks (90 + 20), with, as mentioned above, another
25-30 person-weeks scheduled for officers and managers of the
next group of 9 JCS coopuratives in August-September 1983. The
second CLUSA Imnual Report (Hovember 198l-lovenber 1982) states
that 126 person-weeks of training were completed during that
period, but DIRAC/LCS records do not confirm this figure.
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2. Content of Cooperative-Level Training

Training for cooperative officers and managers is conducted
in two phases. fThe first phase, or session, is a one-week
course given to both cooperative officers (generally the
president, vice president and secretary) and cooperative
nanagers (gerents) and commissaires aux comptes. This group
may also include one member of the cooperative surveillance
comuittee and a silo/warchouse overseer. The latter person is
hired by the cooperative if the manager is also responsible for
other cooperative commercial activities, such as a provisions
store or pharmacy. Phase I includes lectures and practical
exercises in ccoperative organization and silo/warehouse
management techniques. It may also involve a site visit to a
silo/warchouse opcraticn. Because of space limitations, this
first session is presented separately to (a) the cooperative
officers and tu () the cooperative managers and commissaires
aux comptes. N

Phase II is a oune-week course in bookkeeping technigues,
and it is given only to managers and commissalires aux comptes.
Some organizational concepts and notions of cost-accounting and
break-even analysis are also taught. Instruction in preparing
bimonthly financial reports for the LCS office is also given.

The LCS training officer organizes the sessions and
presents most of the lectures, although the LCS auditor and
acccountant/storage specialist may also teach. Occasionally
they are assisted by a regional cooperative inspector.

3. Training of Coopecrative Members

Although included in the Training Program Plan (January
1681), education/training of cooperative menmnbers, so that they
may follow silo/warehouse operations and understand decisions
taken by their cooperative managers, has been marginal.
According to the Plan, training should be along the lines of
information dissemination (sensibilisation) and "public spirit"
(animation) campalgns. Groups of menbers are brought together
by their administrative sector chiefs and by communal
encadreurs. They are then encouraged, and hopefully notivated,
to participate in the activities of their cooperative, and the
benefits of participation are explained to them. The comnunal
leadership expends a gococd deal of enerxgy in this effort,
cepecially. 1if a cooperative has been selected for construction
of a LCS silo/warehouse. Another "public spirit" campaign
accompanies official inauguration of the completed
silo/warehouse.
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One of the more innovative aspects of the.'campaigns has
been the Educational Theater Group. The Group has been hired
to perform for the general public and cooperative general
assemblies to stimulate new membership and/or increased member
participaticn in storage and marketing operations. According
to the second CLUSA Annual Report, the Group performed seven
times in 1982 before an average audience of 300 Rwandans.
Evidently, however, at least in the case of the Gikoro
cooperative, the performance at the communal headquarters only
attracted those members of the general public who were already
involved in cooperative activities. This is explained by the
proximity cf the homesteads to both the cooperative site and
the communal headquarters. The usefulness and
cost-effectiveness of such a hiredtheatrical troupe is
therefore doubtful. Performance have now been discontinued.

4. On-the-Job Training for Coopecrative llanagers

Again according to the second CLUSA aAnnual Report, the LCS
staff made more than 30 oversight visits to operating silos
during the period Noveunber 193l-November 19282. lMost of these
visits were to CGS cooperatives since the first LCS
cooperatives/silos werce not functional until July 1982.

Although the DIRAC/LCS policy is to inspect and monitor
each cooperative once or twice every three months, it appears
that this has uot been the case. Aas discussed above (Section
A.), the primary constraint has been the strict limitation on
staff travel. The evaluation tcam noted tnat, for some
cocoperatives, visits have become rare. Freaquent visits are
absolutely nccessary if ceoperalive monagenent is to receive
adequate oversight and on-the-job counselling.

5. Concluasions and Recommendations

The number cf ministerial-level participants who have been
trained to date outside of Rwanda is minimal. Only three, out
of a target yroup of twenty, have benefitted from outside
exposure, This is probably due tc a lack of suitable
candidates ani1 to a gencral shortage of personnel. It would
not be advisable to send any of the present LCS staff members
for training until thc staff is increased. The present LCS
office, although understaffed, has at least benefitted £fron
1-1/2 to 4 years of on-the-job experience with the CLUSA
advisors,. Most_importontly, absences -for -training must not
interfere with the cffice's functional responsibilities.



- 30 =~

In-country training should continue to be.focussed on
cooperative officers and managers. Training of
prefectoral-level regional cooperative inspectors, although
desirable, should not be a priority at present. With the
establishnent of cooperative unions in various prefectures,
however, training in organizational technigues should be given
to this group. Training of communal encadreurs should also be
a lesser priority. Wnen the Cooperative Training and Research
Center opens in Spring 1984, untrained encadreurs can be given
a course in cooperative organization and management.
Alternatively, and space permnitting, those encadreurs can be
included in the hugust-September 1983 Phase I and II training
sessions, Communal encadreurs who will be working with future
ILCS cooperatives should receive both Phase I and Phase 11
training.

Coopecrative-level training appears to be keeping pace with
the start-up operations of new LCS silo/warehouses. lowever,
each group of officers and managers is only receiving one week
(for officers) or two weeks (for managers and commissaires aux
comptes) of training. This is evidently inadeguate;
record-keeping has not been sufficiently accurate, and
accounting weaknesses may result in malfeasance. Several
serious instances have occurred, and other minor cases of
embezzlenent may have gone - or go - unnoticed by cooperative
surveillance committees and the LCS staff.

.The accounting procedures and record-keeping tools taught
in the Phase II training session have not yet been officially
authcrized for use by the MINASODECO Cooperative Training
Division, which is responsible for developing a systematic
bookkeeping systemr for all cooperatives. Thus, instruction in
the use of a general ledger, including account balancing and
preparation of profit-and-loss statements, is without follow-up
at present. By the time these instruments are finalized
(1984?), the training will have to be conducted again.

It is advisable, however, that Phase II training be
repeated for all managers and commissaires aux conontes of LCS
cooperatives. Phase I training for cooperative officers and
the managerial group should also be repeated at least once a
year. In short, all cooperative-level personnel should be
either trained or retrained in both the Phase I cor Phase II
sessions as soon as possible. Space at the Cooperative
Training-and Resecarch--Center should be sufficient. ™

Cooperative-level training has been offered in about three
sessions per year. Assuming that about 30 LCS and CGS
cooperatives are operating by the end of 1983, the number of
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training and retraining sessions will have to be doubled to
about one one-week session every two months.

Training of cooperative members through information
dissenination and "public spirit" campaigns should be the
responsibility of cooperative leadership, which is, in most
cases, also commnunal leadership. LCS staff time will be better
spent in on-site, one-on-one training of cooperative managers
and comnissaires aux comptes than in visiting administrative
sectors Lo stimulate cooperative membership. In any case, this
is not a frequent activity at present because of travel
restrictions, and should not bhe necessary in the future. Local
communal officials are well-placed to conduct such campaigns
without outside assistance. The assistance of the Educational
Theater Group should not be necessary.

On-the-job training of cooperative managers and
commissaires aux comntes must also be intensified. Although
the operating L.CS and CGS cooperatives are financially solvent,
and perhaps even realizing reasonable profits, the potential
for serious problens is great if the cooperative management (a)
attenpts to increase the level of activities, (b) shifts funds
between commercial activities, (c¢) borrows more from a
revolving fund or (d) initiates any conbination of these
actions. Establishment of buying and selling prices may be
somewhat haphazard, and calculations of operating costs is
casual at best. If the LCS cooperatives are to reach their
potential, careful monitoring of their activities is
essential. As previously discussed, a one-day visit to each
cooperative once a month is neccessary to unravel errors, to
train the manager and to iiscuss operational problems.

A special worlishop for cooperative officers should also be
organizcd to help them develop goals and strategies for the
long-term viability of theirs cooperatives. This workshop could
be conducted in conjunction with the retraining sessicns. At
present, cooperative leaders are operating on an ad hoc basis,
without a clear sense of direction or understanding of
marketing strategies. This will become increasingly important
as cooperative unicns evolve and/or as cooperatives establish
marketing linkages with GRENARWA.

In view of the success of the in-country training course
presented by Kansas State University in 1981 (under the CGS
project), a similar course should again be conducted for LCS
staff, cooperative officecrs and managers, GRENAXWA warchouse
managers and others involved in grain storage. The course
should again focus on grain storage technigues, pest
identification and use of insecticides for fumigation.



C. Development and Operation of LSC Cooperatives

1. Organizational and Social Analysis of ICS
Cooperatives

As part of an evaluation of the progress aad impact of the
project to date, it is necessary to appraise the organizational
viakility of the cooperatives and to assess the impact of these
organizations on the lives of their members. Of particular
interest herc is the extent to which cooperative uembers
participate in the leadership structure of their cooperatives
and the perception they have of the benefits accruing to
membership. 1f significant, disadvantages to non-mnembers
should also be assessecd.

(a) Cooperative HMembership

Membership in the LCS and CGS cooperatives varies in number
from 429 (lNdora) to 5,846 (Rutare), with most averaging about
1,000-2,000. “ewbers are primarily male heads of household.

In seven of the nine comanunes which the evaluation team
visited, tlLe cooperatives had becen established prior to
construction of the silo/warehouse. In two communes the
cooperative was established at the time the silo was built.

Rwvandan farmers arc familiar with the concept of
cooperative action, often joining together spontancously for
specific endeavors, such as houge construction. An extension
of this 4s the pre-cooperative group which may, for example,
petition the buvrgomaster for uvse of a communal field. Another
increasingly common coopzarative institution is the
capital-pooling association, known as ibinima. In this case, a
group contributes money to a pool which 1s tnen allocated ro
members on a rotating basis at periodic mecetings. In this way
major expenses, such as roofing or housing construction, are
defrayed.

Menbership in a cooperative is thus voluntary and based on
traditional concepts of collaborative organization. However,
it appears that, in all cases, the LCS and CGS cooperative
silo/wvarehouse activity was organized at the initiative of
local commune officials, particularly the burgomaster, who
wished to launch an inportant and uvseful governmant service
activity.... (J&.is a GOR objective to establish a storage and
marketing cooperative in each of Rwanda's 143 comaunés.

In the menbership drive for a new cooperative, the communal
administrative structure is mobilized, and the sector and cell
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leaders urge their constituents to join. Memberships feces
average FRw 100-250. 1In most cases membership cards are
eventually issued.

It is not clear to what degreec farmers perceive the
benefits of joining a cooperative. However, the activities of
the TRAFIDPRO stores, successful.in most communes, are probably
well known. Consequently, the first activity of a new
cooperative is usually provision of a variety of consumer
goods. In one case, the cooperative began by establishing a
pharmacy. Prior to the construction of silos and warchouses
under the CGS and LCS projects, grain storage was a peripheral
cooperative activity.

When queried about the benefits of grain storage and
marketing through the cooperative, farmers tend to see the dual
advantages of maintaining sufficient food stocks in the local
comaunity to see them through lean times (soudure) and of
buying back the stocks at a price which is often substantially-
lower than the prevailing market price. Farmers who were
interviewed did not mention the advantage of more secure
storage in the silo/warchouse than on the homestead.

While farwmers percecive the above economic advantages in
joining a cooperative, mcnbership as a civic duty is also urged
upon them by comaunal officials. In an extrenc case,
concurrent with collection of the head tax, all tax-paying
males were asscssed an additional Fiw 200 for cooperative
membership. This occurred prior to implementation of the
C5G-LCS projects however.,

(b) Cooperative ILeadership Structure

The general assembly of the cooperative, composed of 50-200
delegates chosen from the total nmembership, meets at least once
yearly to discuss cooperative operations. Every 2-3 years this
body clects a board of directors (conseil d'administration).
The board, numbering 10-15, then elects 1ts oificers, including
a president, vice president, secretary and, sometimes, a
treasurer. The officers are elected for one year and are
collectively referred to as the central committee (bureau
central). A basic qualification to be a cooperative officer is

conmpletion of some formal education.

Cooperative officers are not remunerated for their
services; rathcer their work for the cooperative is considered a
civic duty. As members of the comiune's educated elite,
lcaders are expected to scerve the interests of the comnunity.
They are in most cases government officials and educators,
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including agronomists, Jjudges, tax collectors, encadreurs and
teachers, for example. 'If he has been especially active in
establishing it, the burgomaster is sometimes elected president
of the cooperetive. In one case, the burgomaster is the
commissaire aux conptes.

(¢) Cooperative Management

In principal a cocperative should employ a manager (gerant)
for each major commercial activity (provisions store, pharmacy,
grain storage silo, etc.). Ille/she is employed full-time and
earns an average of ¥FRw 6,000-~7,500 per month. As is true with
cooperative officers, he/she usually has a primary education
and perhaps even several yeasrs of peost-primary education. To
minimize overhead, however, many cooperative hire only one
manager to run several activities.

The manager is assisted by one or two commissaires aux
comptes. As footnoted earliecr, this position i1is best described
as an 1internal auditor or comptroller. A member of the
cooperative surveillance commnittee (comite de surveillance),
he/she is paid a modest monthly fee to verify the cooperative's
accounts, ccuntersigning the financial reports which are
submitted to the LCS office. The conmissaire aux comptes
usually has some post-primary education and may often bhe a
primary school teacher.

(d) Popular Participation in Cooperative Leadership
and [lanajjement

Small farmers tend to participate very Jlittle in the
leadership and management decisions of their ccoperative. As
discussed above, cooperative officers are cexpected to provide
leadership to the largely uneducated subsistence farmers who
represent the majority of the membership. Althcugh farmers are
frequently elected to a board of directors, unless relatively
well educated, they are very rarely clected as offiicers. As
full-time employces, cooperative managers are by definition no
longer fariners, although they may have been farmers prior to
their employncent.

No one in rural Rwanda, however, is very far from the land,
sc-that-most of the communal elite have parents and relatives
on a farm. The distinction, therefore, between farmer and
comnmune official or cooperative officer is not one of either
ethnic or other class distinction, but rather one of education
and profession., Consequently, cooperative leaders are seen by
small farmers as those most suited to make management decisions
concerning the cooperative's operation.



(e) Constraints to Effective Leadership and Management

The evaluation team believes that there is a critical need
for training and retraining cooperative officers and managers,
both in the classroom and on-the-job. Although motivation and
qualificaticns may be high, they generally lack the experience
and technical skills necessary to avoid serious managerial and
financial problems over the long term.

Training in pricing policy, overhead cost calculation,
profit estimation, break-even analysis, and general management
and financial accounting techniques is sorely nceded. If the
marketing cooperatives are to function effectively and develop
into viable, permancnt institutions, the sophistication of
their leadership and management must be carefully nurtured
through training and counsclling. "The requisite will and basic
educational level are not in short supply within the commune,
but further assistance is needed to ease technical knowledge
constraints.

(f) Cooperative RBenefits to Farmers

Most cooperative members are subsistence farmers,
supporting the family on about one hectare of arable land.
Beans, sorghum, sweet potatoes and bananas constitute the
staple foods of thoese rural landholders. In the absence of any
socio-econoinic rescarch and data basc within the framework of
the project, the ecvaluation team cannot assess the level of
benefits accruing to the population as a whole, or even to
cooperative members specifically. Records of who buys and who
sells grain to the cooperative are not now kept, although all
transactions are recorded and totalled daily. More inforication
could tell the cooperative management whether or not more
members than non-members and more farwmers than traders were
using the silcocs and for what purpose - simple storage or as a
secured loan at a low rate of interest.

It is assumed that those farmers who sell to and buy from
the cooperative perceive it as more advantageous than trading
in the local market. The coop2rative strategy is, indeed, to
offer a price incentive to farmers, although no distinction is
made between memnbers and non-anembers or between farmers and
traders. In some cases, volume discounts are even granted on
sales to traders.

Farmers will use the coopecrative silo/warchouse if it is
located close to the market they usually attend. They may also
be attracted to the cooperative if it operaétes a provisions
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store or pharmacy. With a price incentive, the farmer will
csell some grain after the bean or sorghum harvest to the silo
to meet his cash nceds. He will certainly also store grain on
his houwestead. I he sells production which is necessary to
his family's consumption requirements, he will have to buy the
grain back during the soudurec at a higher open market price.
At that time, he will certainly turn to the cooperative to buy
his grain at a considerably lower price, other things being
equal., tnifortunatcly, other things are not always equal. The
trader, not the coopecrative, extends cash credit for grain
purchases during lecan tinmes, though selling at a price higher
than the cooperative's price. The extent to which farmers have
neither cash nor grain during the soudure should be detcrmined
empirically before farmers' use of the cooperative silo can be
predicted. While it appears to be clcarly adavantageous for
farmers to trade with their owr cooperative, services rendered
by traderc, such as cash credit, may underminc such incentive.

(g) Econoumic Burden to traders

At present levels of cooperative silo activity, it is
unlikely that local traders are suffering a noticeable loss of
market share or income. The (CGS-1C35 cooperatives' volume of
trade is o marginal compared to the total volume passing
through the comnune market - perhaps only 1-2% - that tvaders
tend to regerd the cooperative as another potential customer or
supplier, or even as secure storage of their own grain for
future speculative sale.

‘There are, of course, various types of traders. The
average trader (umucuruzi) operates a general produce store and
has a vehicle to transport goods in and out of the local
community. Constantly turning over his inventory, the trader
transports commodities between deficit and surplus production
regions and links different agro-ecological zones with their
respective crop spccialization. A prime exeample is the cxchange
of Ruhengeri potatoes for Kibungo bcans and sorghum.

Wealthier traders may store grain in local markets for
later speculative sale. They may oun general ctores at several
narket sites (centres de negoce), oving between them according
to the local market day. 1incy also transport merchandice
between regions, sometimes owning several vehicles and dealing
in large volunes..

At the other end of the scale is the small trader
(umudandarza), who normally deals in one product in small
guantitics. le may be a part-time farmer, buying produce from
his neighbors for resale in the local market. lie may also
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serve, in many cases, as an intermediary between large traders
and a fairly extensive group of small farmers, assembling the
farmers' produce and bringing it for resale to the large trader.

lacking a data base on the activities of the various types
of tradc:s and widdlenmen, the team cannot evaluate how they
will pe affected when the number of LCS cooperatives
increases. The volume of their trade and their networks of
commercial activities should also be studied. It now appears
that none are being adversely affected and that many,
particularly small traders who store locally fJr speculative
purposecs, may actually bz benefitting as much or more than the
small farmer. See also Section 3., Cooperative Marketing
Stratcgy, below for a further discussion of trader operations
with cooperatives.

(h) Conclusions and Rezommendations

At present no data are be2ing collected on farmer use of the
cooperative silo. Records should be kept of who sells, who
buys, the volume of trade and the date of transactions.
Cooperatlive managers should determine how much grain should be
stored for resale to mewbers, which requires knowing "if" and
"how" menmbers are using the silo. If non-menbers are using the
silo more than nembers, managers must determine the reasons.
The extent to which traders use the silo can also be
investigated througn more cffective and efficient
record-keeping,

The present level of cooperative leader:zhip and management
is barely, adequate to eusure successful operation. The
potential for evror and graft is great. Cooperative oificers
must constantly monitor the silo opcration to avoid problems.
Both oificers and nunagers need freguent on-the-job training as
well as ycarly retraining courses. Section IV.B., Staff
Davelop:ient and Training, ascesses requirements in greater
detail.

Socio-ccononic research data on the consunption and
marketing of beans and sorghum is scant. Little is also known
about the econowic role of the various types of traders in the
distribution of productici within and between communes and
regions. The question of popular participation in the
cooperative in general and in the silo operation specifically
should also be addressed. Given their general lack of
education, it will be difficult to inteqrate farmers into the
“small circle cf cooperative leadership and management. Some
attempt should be made, however, to include at least one
influential farmer in each group of LCS cooper:tive officers,
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Socio-economic research into these topics would assist the
DIRAC/LCS staff in advising commune officials on how best to
comnunicate the advantages of cooperative membership and
trading with the silo to the local population. Communication
rust be both accurate and sensitive to avoid alienating the
farmers.

2. Cooperative Financial viability

(a) PP Benefit Assunmptions

As discussed in the PP, a number of financial and economic
benefits from cooperative marketing were anticipated:

- storage of farmers' produce which is excess to current
needs for a fee of FRv 1 per kilo with no sale or
repurchase transaction;

- selling of farmer production to the cooperative at a
higher-than-market price for repurchase later at a
lower~-than-market price, even including a service fee
of about FRw 3 per kilo, with this margin providing
the major source of revenue to the cooperative; and

- conmercial sales and purchaces with traders, other
cooperatives and/or GRENARVA.

It was estimatcd in the PP that, from these operations, a
single cooperative, serving 1,500 to 2,000 families and through
its cffect on local market prices, would increase global farwmer
income in an average comnunce by nearly $46,000 per year by the
fifth year of the project. '“ne validity of this estinate
cannot be analyzed, however, because it is assumed that,
although it deals only in beans and sorghum, the cooperative
will influence prices of all crops projiuced in the commune.
Moreover, cooperatives' margins have increased iZrom the IFRw 3
per "kilo mentioned above to FRw 5/kilo for sorghum and FRw
8/kilo for beans.

(b) The Coovperative TFinancial Record to Date

A precise analysis of the cconomic impact of cooperatives,
their financial status and their effect on farmer incomes must
await further marketing experience. Only five LCS coopcratives
are now functioning; they have only traded through one cowplete
campaign; and tne level of their marketing activities is
artificially limited by very restricted operating funds.
loreover, thesc cooperatives themselves do not know their real
financial position with any accuracy because they do not keep
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balance sheets and cost accounts or make any systematized
analysis of their financial situation.

A number of useiful observations can be made nevertheless on
the positive side:

- The project concept of the cooperative -- a place where
farmers can store their grain at harvest, receive a small
margin above the going market price, buy it baek later in the
year during the soudure at somewhat lower-than-market prices
and in the interim receive a cash loan -- seems to be valid and
is acccpted by fermers. This is indicated by the fact that
most LCS ccoperatives in their first year of operation used all
of their available revolving funds to buy grain. In other
words, they worked at one hundred percent capacity their first
year.

- If in fact befcre the opening of the cooperative, trader
prices in the cowmmune had becen kept artifically low by virtue
of the trader's position as an only buyer, then the
cooperatives are having a positive effcct on increasing prices
to direct scllers to the cooperatives and favorably increasing
prices in the area {or farmers still seclling to traders. In
their first year cooperatives bought local purchases from both
farmers and traders. Since the cooperatives, in all obscrved
cases, sct their buying price above the going market price, the
farmer who sold directly to the cooperative obviously received
a better price. But farmers who continucd to sell to traders,
for reasons of convenience, for example, and knowing the
cooperative's buying wrice, also received a better price.

Their bargaining position with the trader was stronger, and
they wculd now accept only a differential equal to the cost and
bother of getting their grain to the cooperative.

~ For lack of sufficient working canital, the LCS
cooperatives have not moved into interregional marketing of
grains on any scale. liowever, the cexpericnce of the Cikoro CGS
cooperative clearly indicates that a dynamically-run
cooperative can nove a significantly itonnage of grain,
particularly when located in a surplus production area, and
thus facilitate the flow of grain to deficit production areas,
increasing the efficiency of the marketing system, as well as
making money for its menbers.

- In their first year of operation, LCS cooperatives have
been strongly oriented toward marketing in their local area.
With regard to price policy, they appecr to he doing a
reasonably good job of balancing the important factors -- open
market prices in their areas, a price break for local farnmers
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and consumers who deal with the cooperative, and maintenance of
a satisfactory price margin to cover cooperative cxpenses.
However, the cooperatives' records submitted to the LSC office
(see Table 1, page 50) indicate substantial regional and
seasonal variations, with both buying and selling prices
increuasing as the season advances. In questioning cooperative
managers, it appears that the guiding pricing principle is the
old official cct prices, e.g., FRv 20 and 25 for buying and
selling beans.

- As a gencral rule, cooperatives have been able to obtain
their predetermined margin over the marketing season. HMost
cooperatives have fixed a FRw 5 margin between their buying and
selling price, and these cooperatives are covering their direct
costs and increasing their revolving fund. Some appear to be
working at a Flww 3-4 margin. This is barely enough to cover
direct costs and, if combined with credit sales (e.q.,
Gikomero), the cooperative is suffering a liquidity crisis and
staff are not being paid. Cooperatives have a good fecel for
local market prices, and this has enabled them to set prices at
a level allowing a successful local commerce. For the future,
if they are to play a role in egqualizing surplus/deficit
trading, their pricing policy nast acconnodate the national
price structure. For thic reason they should participate
actively in a national price reporting scheme, recomiended in
this report (Section VI., Research), and take advantage of it
in deteriaining their own pricing policies.

While the anove obscrvations indicate the positive side of
the cooperative financial picture at t-is point, a few
criticisms are in order:

- Cooperatives do not know their operating costs, either
global for the entire cooperative operation or broken down by
separate activities. The effect o0of the latter point has beconme
evident in several cooperatives. Lacking working capital to
huy grain, the cooperative managers have borrowed money from
the bhoutique (provisions store) account. Grain marketing has
moved ahéZJT but the boutigues are almost entirely out of
stock. Yet the boutigue is one of the most popular and
remuncrative services of tne cooperative. Was the transaction
a profitablie one for the cooperative? It is impossible for the
managers to say. Althoush Jdirect, out-of-pocket costs are
accounted for, no provision is made for intercst charges,
maintenance and repair of facilities, taxes, etd.  The
cooperatives do not appear to draw up conplete periodic balance
sheets. The manager, thercfore, has only a vague idea of both
the financial position of his coopecrative and now to plan for
the future.




- The bookkeeping forms provided to the cooperatives as
well as the on-thc~job training provided by the LCS auditor
seem largely oricented toward an accou-.ing (for the revolving
fund) rather than a business management function. Accounting
for the revolving fund is very important, but it is not
sufficient if the coopecratives are to survive in the tough
competiticn of the grain market., Cooperative officers and
managers nust know their role in the national grain marketing
chain vis-a-vis local producers and consuners, traders, other
cooperctives ond GRENARYVA. To assume that role and survive,
they must plan and manage their cooperative operations like a
busincss enterprise. With perhaps one or two exceptions, this
is not yet happening in either the CGS or LCS cooperatives.

There appears to be no uniform system (and in some-
cocperatives no system at all) for tracking menbership
patronage. In some cooperatives with a system, it appears not
to bhe consistently carried out. Presumably cooperatives should
function like coopzratives, and there should be discernible
advantages to being a member, such as patronage dividends, _
breaks on prices, etc. As soon as a cooperative is in a good
financial position, it should have the records to show "who!
and "what" were responsible and rceward the members
appropriately.

(c) Recommcndation

CLUSA should assist the DIRAC/ICS staff to review and
revise as nececsary the accounting system (including
appropriate forms) currently in use to assure the LCS and CGS
cooperatives' nore efiective planning, management and
operation. Aany revision in the accounting/financial management
systewr should be incorporated ir the training and reiraining
proygrams for coopurative officers, managers and connissaires
aux comntes.

3. Cooperative Narketing Strateqgy

As presented in the Project Papcr, the concept of the LCS
project is biased toward advantages accruing to producers
thrcugh low-loss, centralized local storage of grain stocks,
In fact there is no evidence that stock losses are less in the
LCS. and _cG5 silo/warenouse. facilitics. than-in-th2 nost wideldy
used methods of on-farm storage. Moreover, on-farm storage
methods have lower capital costs than storage in LIS
facilities. The impact of the LCS storage facilitics has
consequently been far greater in commercialization than in
storage.



The primary impact of the project on local commerce has
been its opening of new commercial options to producers and
traders at all levels.,  In this sense the project has given a
boost to local private enterprise. It has given a group of
less well-off producers and small-scale traders accecs to
reliabhl=a, long~term storage in a way that does not tie up their
major capital resources. These two groups of market actors had
previously been excluded from marketing operations which
required long-term storage. The effect of the-LCS project,
therefore, has been and is to increase competition in the grain
market. '

(a) Comnercial Operations at the Storage Facilities

To date the LSC-CGS cooperatives have been handling
purchases and sales of only beans and sorghum. The board of.
directors of the cooperative sets a date for the beginning of
the buying season and for the beginning of the selling season
for cach crop. The quantity purchased is largely a function of
the available working capital. The major bean-buying season
begins in January or February and may last scveral months.
Bean sales generally beqgin in June. The main sorghum--buying
season beygins in July and may likewise last several nonths.
Sorghun sales gencrally begin in February. To soue degree
limitations on working capital have tied the purchase rate of
new stock to the liguidation rate of old stocks.

‘For administrative reasons the contract between the
cooperatives and MINASODLCO for the 1232 buying season
stipulated priority use of project-furnished working capital
for sorghum purchases. The contract is attached as Annex C.

The board of directors of the cooperative sets the buying
price for produce shortly pefore the beginning of the buying
season. The price is set at one franc per kilo above the
expected harvest season narliet price. Similarly the board of
directors of the cooperative sets the selling price for prnduce
shortly b=fore the opening of the seiling season. The
cocperative allows itself a margin of FRw 3-5 per kilo to cover
operating ccsts and for profit. It appears that rewmembrance of
GREWNARJA price ccilings, though no longer in force, plays a
greater role in determining the cooperative's margin than an
analysis of storage operating costs.

Produce is nurchased from anvone. In the 1981 CGS
evaluation, Willot noted that 40% of all purchases were from
private traders. Field visits by the evaluation team confirm
that private traders are responsible for supplying 1/3 to 1/5
of the guantities placed in storage.



The pattern of produce sales is more complicated. 1In
surplus production areas, a certain quantity is sold only to
cooperative members. The rest is sold to the general public.
In this case also, private traders are important actors in
cooperative selling operations. Individual traders may take
delivery of several tons of produce at a time from the
cooperative. In decficit areas the cooperative limits sales
more strictly to its mcmbership.

(b} Comnercial Functions Served by Silos

Storage Function: The PP predicted that a number
of producers would store grain in the cooperative facilities
purely as an alternative to household storage. It was assuned
that farmers would be attracted to cooperative storage because
losses from insect pests or "theft" would be less than with
on-farm storage. It was expected that producers would bring a
guantity for storagce at harvest and retrieve an equivalent
guantity in time of need. The only financial transaction would
be a FRw 1 per kilo charge for the storage service. The
eveluation team encountered no case whare this type of storage
function was operational. The following reasons explain the
apparent lack of intervest.

From the producerx's point oif view:

(L) There is no evidence that losses are any greater from
insect pests in on-farm storage than in cooperative
storage. On-farm "theft" losses, however, are still
prchably grater.

(2) Although they have no objection to buying differenrt
produce £from what they scld, if farmers retain
ounership, they want to be sure they get back exactly
tho produce they put in storage. This is not possible
in ccoperative storage facilities; everyone's produce
is added to the general stock.,

(3) The basic reason for giving up/selling produce is to
acquire cash. 1f farmers canno: get inmediate cash
for their produce, there is no compelling reason to
give up control over it There is no c¢lear advantage
to a producer to set up a comandity account at a
cooperative storage facility.
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From the cooperative's point of view:

It is more advantageous to make a FRw 3-5 per kilo margin
for storing a farmer's produce than to make a FRw 1 per kilo
margin. All the cooperative has to do to make the greater
nargin is pay the producer cash when the produce is delivered.
Within linmits the cooperative has the werking capital to do
this.

comnrodity credit program for small-scale producers:
The nost important commercial function served by the LCS
cooperatives is that of offering a commodity credit program at
a more reasonable cost and with less uncertainty than was
previously available., Many farmers are compelled by
circumstances to scll portions of their vital stocks within a
month or so of harvest. They then have to buy back equivalent
quantities of food sitocks during the soudure. This
selling-buying transaction can be considered a commodity credit
program, i.e., the wnroducer receives a loan on the security of
the grain he deposits with the systemn. When he repays the loan
Plus a service or interest charge, he can recoup the stocks he
has deposited. The LCS cooperative performs the same
function. The charge to the user is less with the cooperative
storage facility than for the other system for two major
reasons. The repaynmnent for the secured loan to the cooperative
does not have to cover the transport charyges to bring depositad
grain into the national food distributicn system or from the
national food distribution system to the consuner on
retrieval. Secoadly, the repayment to the cooperative will not
have to include the sum of the margins required for the
services of intermediaries who distlribute produce undex the
more generulized system. In short, from a producer's point of
view, the cooperative's compodity credit program is preferable
to the generalized marketing system not only because the costs
are less but also because it reduces uncertainty regarding cost
and availability. f4he producer knows the produce is in the
commune well in advance of his needs. HMoreover he knows the
cost of recouping his produce well in advance. He does not
have to protect himself from unforesceable cost surges in the
gencralized market programn.

Storage for Private Traders: An important share of
both buying and selling transactions in surplus production
areas is conducted with private traders. Traders are using the
LCS cooperatives for low-risk/low-cost storage of their own
-BLGCKS+— The risX 1s low because the cooperative guarantces the
price at which the traders can retrieve the stocks deposited in
storage. The cost is fixed at a level far encugh below the
sondurc market price that traders can rake a profit., liorcover,
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several cooperatives visited by the team give.’a price break of
FRw 1-2 per kilo to traders buying in ton multiples.

Credit Program to Small Traders: The most important
constraint on small trader operations in the produce markets is
theix limited working capital. Small traders are not in a
position to store produce for more than a few weeks. They must
turn over their money fairly rapidly to be able to profit from
grain trading. Access to the LCS storage facilities opens a
credit line to small traders which allows them to store grain
ovcyr several months and still have enough working capital to
continue transacting business. By making it possible for small
traders first to sell to the cooperatives at a small margin and
then buy back at under-the-market price months later, the small
trader is able, for the first time, to compete with large
traders whose capital resources permit them to put away stocks
for months. Morcover, the risks to the small trader of storing
grain in a cooperative facility are less than the risks to a
large trader storing grain in his own warchouse. The small
trader can wait and sez what the market price is during the
soudure before committing his resources. The larga merchant is
alrcady committed insofar as he has produce in storage. le
risks losing substantial sums if the market price during the
sondure does not respond as he anticipated.

"Speculation”: The PP defines speculation as a
cooperative's puying large quantities of produce from its
members without specific orders from potential buyers. The LCS
cooperatives have been buying large quantities of produce
without 'specific orders from potential buyers. However, the
pejorative connotation of the tcrim “"speculation"
notwithstanding, the evaluation team regards the buying
strategy which the term describes as essential to being able to
perform the commercial functions described above. Moreover,
since the cooperatives have been able to liguidate all of their
stocks to date, there appoars to be little risk to them to
pursuing what the PP describes as a "speculative" buying
strategy.

(c) Relationships to GRENARWA and OPROVIA

For cooperatives in surplus productions areasg, GRENARWA's
intervention is not important. None of the cooperatives in
surplus areas appears to be having any difficulty in
liquidating its stocks tc either its nombership or-to private
traders. It must be added, however, that it is now too early
in the season to estimate whether or not current bean stocks
will be liquidated before they "hardshell" (which prolongs
cooking tine).



Two cooperatives visited by the evaluation team, Rutare and
Gikomero, had acquired large sorghum stocks in anticipation of
sale to GREMNARUA. The trancaction never took place apparently
because the cooperatives and GRENARWA could not agree on a
price. These same cooperatives, later in the season, were
willing to give & price hreak of FRv 2 per kilo to private
traders for the same stock. GRENARVJVA would have had to either
be willing to pay more or delay sccuring its stocks to have
dealt with these coceperativers. Neither is recommended.
lloreover, the cooperatives apparently had enough cutlets other
than GRENARVWA to mect its neweds. The cooperatives would have
had to have been pore flexible in their pricing policy at an
earlier date than they felt necessary in order to deal with
GRENARVA. Tt is best thatl time and experience shape the
negotiating postures of these two institutions vis-a-vis each
othar. At present they are able to operate gquite well without
relying on each other despite what app=ar to be potentially
imatually supportive roles which they could play.

In deficit production arcas the role of GRENARWA in
coordinating or delivering food stocks is more essential. Soon
after GRENARWA finishes its buying canpaign, cooperatives
should be able to rely on it for access to food security stocks
for their storage facilities at a reasonable price.

At present GRLIARWA is relving on private traders, many of
them operating on & swall scale, fcor a large share of its
supplies,. It would be very willing to amend its buying
strateyy to incluvde cooperatives as suppliers. This would be
desircavle insolar as GRENARJA intervention promotes the health
and welfave of coouperative institutions. However, GREJARVA
should nct cither compronise its economic viability or force
cooperatives to compromise theirs for the sake of doing
business with each oither. The two institutions should remain
autonomous and make decisions on whether cr not to transact
business purely on the merits of a particular transaction. 1In
this sense, moreover, it would be unwise to bring cooperatives
under the OPROVIA umbrella in any way. Cooperatives have the
best chance of flourishing if they can behave autonomnously in
the commercial domain.

In commercial terms regional cooperative unions may have a
~role to_wrlay as conduits for excess production out of a_region
and as clearing houses for supplying cooperatives in a deficit
production region. UNICOPAGRI has alrcady been playing the
former role in the Byumba prefecture to some degree. It has,
for example, suppliecd credits on occasion fcr affiliated
cooperatives to purcnase {ocod stecks so it could, in turn,
provide them to its clients.
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The evaluation team recommends that the LCS office and
GRENARWA malie a major effort to create networks of cooperatives
to facilitate interregzional transfers of food stocks from
surplus to deficit production areas. In all cases the
financial integrity and autonoamy of the actors must be
respected and transactions consummated only if advantageous to
all parties as dctermined by independent decisions of their
leaders. affilination of communal-level cooperatives with
regional coopcratives should be encouraged as one possible step
in this coiamerciael networking. 'The cooperativés should,
however, remain outside the OPROVIA institutional framework.

In summary the most striking impact of the LCS project in
the commercial scctor has been in opening up the possibility of
new comumercial oparations to a large boly of market actors.

The diagran whicn fcllows illustrates this point. A number of
comnercial velationships, expressed by dotted lines at the left
of the diagrai, have been made possible as a result of the
project. The project has cnablad a number of small traders to
cngage in operaticns previoucly possible only for
well-capitalized, large traders. Competition in produace
tirading has increased, and this can be expected to have a
positive impact on consumer nrices as the scale of the project
grows. The project's greatest positive impact has been on
strengthening the private sector in rural Rwanda.

D. The Rovolving Credit Fund

1. Provigions for the Revolving Crecdit Fund in the

Projyeats Paoner

A total of 400,000 is earmarked under the project to
provide LCS cooneretives with working capital. The Proejeoct
Pnpet states thzt the fund (about $10,000 per cooparative)
could be usecd "to purchasce pulses and cereals, agygricultural
inputs (particul:rly insecticides) and other merchandise needed
by the cooperntors. 7Tne coopurative can use the fund tc buy a
lindted quantity of produce unlch it is certain will be sold or
resonld to the cooperating farmers later in the season, bul
would not routincly porchase grain fron ivs menbers througn the
revolving fund." At another point the PP states:"A farmer in
need of funds could gell his produce to the cooperative and be
paid in cash throvegh the revolving fund., The cocpoerative would
only do thisz vhien it nhas a hknown narket for the produce (other
Hernpersy othey cooperativas or GRENARWIA). The couperative
would not be allowed to 'speculate', that is to buy larxge
guantities of prolrce from its jpembers witnout spoecific orders
from potential buyers... Thea cooperative can bhuy and sell
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produce in relatively large quantities, e.g.,-20 or 30 tons,
with GRENARWA or other cooperatives, when it has specific
requirements to 4o so. Buying transactions can be financed
Lenporarily through the revolving fund which is then reimbursed
by nmcenbers who receive the produce. Selling transactions are
paid in cash by the buying groups..."

These guidelines indicate that, within the limitations of
the money available, cooperatives may use the fund to buy and
resell grain to cooperative members, to finance sales of
agricultural inputs to members, and, despite this pejorative
"speculate, " to buy and sell grain comnercially.

~ The PP further provides that “"the credit fund will be
manzged by the Bangues Populaires (BP), a Rwandan rural credit
institution operated with Swiss assistance."

Iinally, the PP requires that a detailed plan on the
opcration and use of the revolving fund, including eligibility
criteria, intercst rate structure and management procedures be
established by the interested parties (the Directorate of
Cooperative Action, the Bangues Populaires and AID) before the
fund m2y Le allocated to cooperatives.

As outlined in the Project Paper, the proper functioning of
a cooperative miarkcling systen supported by a revolving credit
fund assumes that:

- the Banques Populaires is willing in fact to manage
. the revolving fund; and

- that some financial institution (Banques Populaires,
commaercial banks, GREMNARJA) is willing tc finance
conmerclal transactions which exceed the limits of the
revolving fund.

Fa.lure either to verif{y these assumptions or to work out
alternative arrangenents has contributed in part to failure to
fulfill to date the condition precedent calling for a revolving
fund operational plan.

2. Experlience with the CG5 Revolving Fund

Eight silos were buillt under the CGS project, and ceven of
these were provided with a revolving fund. . The functioning .of
the CG5 and LSC silos ond the assoclated cocperatives is
ecsentially the saae. lMNanagement, training and auvdit control
are alsc provided by the DIRAC.
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A total of FRw 8,918,000 (or a maximum of 'FRw 1,274,000 per
cooperative) was provided to the project by the United Nations
Capital Development Fund as working capital for the
cooperatives. Funds were allocated by the DIRAC on the basis
of buying plans subnitted by the cooperatives. The funds were
in effect a gift, however, since no requirements were made forx
either interest or capital repayment by the cooperatives back
to the central fund. The amounts released to each of the seven
cooperatives are indicated in Table 1. Only two cooperatives
{(Gikoro and gishamvu) have received almost thelir full
allotment. One (Cyeru) has received only FRw 239,314 and the
rest approximately half of their share. A total of
approximately FRw 4,459,000 (or half the original amount)
remains unallocated in the central fund.

Some CGS cooperatives have made excellent use of their
revolving fund. Gikoro is an example. With a 20-ton storage
capacity, it has turned over soimce 85 tons of sorghum and 82
tons of beans in its first two years as a functioning silo.

Its working fund has increased from the original FRw 925,733 to
over FRw 1,200,000. The cooperative has a thriving provisions
store (boutique) and alco deals in coffee.

The other CGS cooperatives, although not as active as
Gikoro, have traded in substantial quantities of grain, brought
higher selling and lower puying prices to members and
non-menbers, and have maintained sufficient margins tc finance
their workting funds. 1n maintaining an adequate audit control
of thelir funds, however, their record is legss impressive,
making DIRAC's caution in moving forward with the LCS fund
understandable. The Cichanvu CGS cooperative, for cxzample,
suffered a FRv 36,958 ewbezzlement by the manager in Jlate
1982. This was not followed up bv the local authorities, and
the sane nanayer appears tc have embezzled an additional FRw
200,000 rfour months later. The cooperative is at least
temporarily closed and the board of directors is atteupting to
hixe ancther manager. The Kigembe CGS cooperative also
suffered a IFRw 109,000 cunbezzlement in late 1982 and is now
closed. The Nyarutovu CGS cooperative lost FRw 227,421, and
both the Gatonde and Giti CGS cooperatives have lost smallex
amounts of their revolving fund. In short, five of the seven
functioning CGS silos (Cyeru is shut down due to noisture
problems) have suffered detournement de fonds, sone of them
substantial. This is unfortunately not a good track record,
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3. Status of the LCS Revolving Credit Fund

(a) The Morris Proposal

'"ITn order tc assist the interested parties in developing an
>perational plan for use of the LCS revolving fund, CLUSA
rommissioned Dr. William Morris to study the problem. Morris's
cecommendations were summarized in Project Implementation
Letter No. 3, dated July 9, 1982, from the AID_Representative
:0 the Ministcr of Social Affairs and Community Developnent,
rhe PIL is attached as Annex A. Essentially the
recomnendations provide:

- An identification of three types of activity requiring
credit: (a) the local purchase of beans and sorghum,
storing them and selling them back to cooperative
members, and the stocking of a small supply of
agricultural inputs in tnhe cooperative's boutique; (b)
imports of beans and/or sorghum by the cooperative in
times of shortage for resale to cooperative members
and others; and (c) exports of grain under surplus
conditions against a contract of sale outside the
commune,

- Credit for local operations and grain imports will be
approved and provided by a LCS Project Loan Committee
utilizing the revolving fund. Credit for export
transactions may be obtained from the BP, ~uaranteed
by the rcvelving fund.

- The rcvolv1ng credit fund will eventually be managed
by a union, or unions, of cooperatives. Until such
time as unions are established, the funds will be
managed by the MINASODECO's Community Development
Bureau for Financial Aid, the Ministry's "credit
window."

~ The interest rate on export loans would be set by the
BP. Import loans would be made at the same rate as
export loans. Local operations will bear interest at
3% below inport and export loans.

- Cooperatives are expected to make a profit and, if
located in surplus production areas, to no longer _
require loans from the revolving fund "after two or at
most three years."

[T
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- loan applications to the revolving fund must include
. the cooperative's bilan (balance sheet) and compte
d'exploitation (a statement of grain stocks and credit
history) for the previous three years.

- Each import transaction will be treated as a single
transaction and will be funded for only two or three
months to assure that grain is sold as guickly as
possible.

- Presumably (from the text) loans to fund local
operations will also be handled on a relatively short-
term, single-transaction basis, that is, there would
be a.sceparate loan for each bean and sorghum campaign.

MINASODECO has not yet .responded to this Project
Implementation Letter and presumably has some objections to
it. The Banques Populaires, wnile expressing reservations on
certain points, has indicated an interest in participating in
some phases of the credit plan (see Annex B).

4. Interim Advances to LCS Cooperatives from the
Revolving Fuad

Five LCS silos were completed and ready for operation in
mid-1982, at wvhich time discussions were still underway on
fulfillmerrt of the revolving fund condition precedent. 1In
order to allow these cooperatives to comience operations with
the 1982 sorghum-buying canpaign, MINASODECO requested OAR/R
permission to advance a small amount from the fund to each of
the five coosperatives. OAR/R agreed to this request on a
one-time basis and under specific conditions. Each cooperative
signed a contract which permitted it to buy sorghum for local
resale and required loan repayment with interest. The interest
rate was placed at FRw .6675 per kilo of sorghum sold,
calculated from the day on which the cooperative board of
directors decided to start the selling campaign. Repayment of
capital and interest was to be required at the time when all

the sorghum was sold. A copy of the contract is attached as
Annex C.

Three cooperatives in normally deficit production areas
were advanced FPRw 300,000 cach; and two in normally surplus
production arcas received FRw 240,000 each. With these funds
the cocoperatives were able to buy and sell a total of 101 tons

of sorghum, buying at approxiumately FRW 15 per kilo and selling

at an average of FRw 21 per kilo., (See Table 1*). All ‘unds
have been properly accounted for. The Hinistry has not yet
called in the loans,
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5. Some Alternative Suggestions on Revolving Credit
Fund Policies

The time for agreeing upon a set of operating procedures
for a working fund for the CGS and LCS cooperatives is long
overdue. 7The CGS silos have been functioning at half capacity
for lack of sufficient working capital. The revolving fund
available to them, as well as access to commercial funds, has
been limited for lack of an effective operatiny procedure. In
part for the same reason, their fund allocations have not been
properly accountecd for. Now five LCS cooperatives are working
at the margin under unsatisfactory improvised arrangecments.
Ancther six will comz on line in time for the 1983
sorghuwn-buying scason. Five LCS warehouses will be conmnpleted
and ready for operation by August of this year. Provided that
an operational procedure can be agreed upon, funds are
available to make these new facilities immediately functional.

hn cfficient procedure for handiing the revolving credit
fund should mecet certain criteria:

- it should allow for the provision of funds in a timely
manner and under terms and coanditions which conform to the
reguircitents of the activity to be financed;

- it cshould assure the inteyrity of the fund;

- it should not overburden the capabilities and resources
of the ocooperatives:; and

- it shovld encourage, devclop, and in fact require of the
cooperatives an appreciation of and competence in business-like
operations.

A review cf the provisions contained in Prolect
Implenentation Letter Do. 3 indicates that they mect these
criteria with perhaps a few exneptions - the requirement of a
separate loan for cech leocal bean- and serchum-buying cawpaign;
separate loans for each import purchase; and 2-3 wonth linits
on import loans.

-
-

*It shouild be noted tbhat the bean. purchaces listed 4rn-Table 1
for the five LCS silos were not bought from their fund advances

but from capital resources from their bouticue or pharmacy.
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The cooperatives buy beans during the period January-June,
concurrently with the sale of their sorghum. Similarly, they
buy sorghum during August-lovember, more or less at the same
time that they sell their beans. Separate loans of nearly one
year's duration for coch campaign greatly increases the size of
the revolving iund regilired to support the local buying and
selling operations. This increased requirement might be
reduced with shorter-term loans in which the bean purchase loan
is paid off with sorghum sale proceeds and vice versa. Given
regional and local differences in production and possible
variations in tonnage and valuc of either commodity handled by
any ona cooperative, however, iv is highly probable that the
amcunt of funds required for esach of the two campaigns would
vary.

Other problems arise with separate short-teri import
loans. It is agsumed that, in any one scason, a ccoperative
anticipates a shortage in its supplies for local consunption
and that, to f£ill this gap, the cooperativc will make a
one-tine purchase from cither another cooperative or a trader.
However the market, at least at this time, does not usually
work this way. Cooperatives appear to cover their deficits
with a number of small purchases whenever they can find the
grain at an acceptable price., Furtherwnore, a 2-3 month loan
could force thom to resell cither before they could cover their
costs or before the end of the soudurc.

‘Separate loans continually coming due for local purchases
and inports do not provide the coopcratives with a true
revolving fund, but rather with a revolving door to the lending
agency, in this case MINASODECO. In addition to the problenms
cited above, it is doubtful if cither the Ministry or the
cooparatives could support the adninistrative burden of the
reconmmnended procedure.

The evaluaticn team sugaests that, as an alternative,
consideration be given to an open--ended loan to coopezratives to
handl=2 both their local purchases and import needs. At the
beginning of the calendar year, a cooperative would present to
the liinistry a conplete dossier as required under Project
Implementation Letter llv. 3, plus a detailed plan of operations
based on an analysis of iocal food necds, »roduction,
membership, conmunity pavticipation, etc. The awmount loaned in
the first year of implcmentation would be somewhat linmited to
‘give tne coopcrative an opportunity to gain exper.ience.

the Ministry would perfoun rigorous guarterly audits (a
prerequisite for any operating procedure). AMnnually the
Ministry would review the cooperative's pasc perioimince,
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financial resources, audit records and plan for the coming year
and then continue, reduce, or increase the loan as judged
appropriate. The loan might be limited to five years or such
time as the cooperative's profits cover its working fund
requiremnents, vhichever is sooner. Such a plan gives the
cooperatives greater flexibility, reduces the administrative
burden, provides for the inteyrity of the project's revolving
credit fund and gives the cooperatives a greater responsibility
in managing their oun affairs.*

Following Dr. HMorris's recomnendation, Project
Implenentation Lettcer Lo. 3 suggests a rate of interest on
import lcens at BP's commercial lending rate, 9%, and loans to
suppo- t local purchas=zs at 3% bzlow that rate. The evaluation
tean strongly supports thaz idea that cooperatives should
operate on husiness terms. The terms of the pre2sent contract
with the five LCS coapceratives, for example, are not
acceptable, The limited eupurience of the CCGS and LCS
cooparatives to dute clearly indicates that they can coumpete
economicazlly in local purchase and import operations. LEven
after offcring menbors higher-than-market prices at harvest and
lower-—-than-market prices during the selling season, they have
been able to obtain a FRw 5 nargin on both beans and sorghum.
This margin is adeuyuate to cover operating expenses, including
interest, and allou the accuimlation of reserves. For
example,a cooperative which bought 35 tons of bzans at FRw
20/kilo and 10 tons ci sosghum at FRw 17/kilo would require,
under ordinary circunictances, no more than FRw 1,000,000 in
working canital., VYith tight nanagement the conperative could
get by with FRw 800,000.*" jpeszuaing a FRw 1,000,000 loan and &
TRw 5 margin on ssles of holh crowns, an interest charge of 93
would azmouni to Fiw 1.2/kilo, or 24% of the margin. At 6%, the
interest charge wcould auwount to F2w 0.8/kilo, or 16% of the
selling nargin., LAosuning the cooperative, by close
coordination of its Lican-buying and sorghum-selling canpaigns,

*It is interesting to note that the Ranques Populaires azke
loans to private ¢rain dcalers under these sane open-conded
terns. It soems reasonable Lo expect that in the long verm,
after they nove denocastrated their credit-worthiiness,
cooperatives aight satisfy all their credit ne=ds fron the
Bancues Yopulaires,

**jfhie assunption is uade that a cooperative would turn over itc
proceeds from sorghunm sales, as they came in, to bean
purchases, and chat at least 28% of their working fund is
funjyible in this narner.
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conducted its operations with a FRw 800,000 loan; the interest
charge per kilo at 6% would amount to only FRw 0.64/kilo. The
evaluation team suggests 6% as a reascnable interest rate at
this time (3% below BP's commercial rate), rather than 9%,

because the working fund loan would include import loans (if
the proposed modificaiions are accepted); and a FRw 5 selling
margin, while a reasonable assumption for local
commercialization, is somewhat less assured for import
operations.

The cevaluation team also suggests that the management of
the fund be handled by a Project Loan Committee within
MINASODECO's Directorate of Ccoperative Action rather than by
the lMinistry's credit window, as proposed in Implementation
Letter No. 3. This is a pragmatic rather than an ideal
solution. There is an urgent need to agree on revolving fund
procedures, and fund allocations should be started by July 15,
1983 if the LCS cooperatives are to participate in the 1983

sorghum campaiyn. The team believes that there is insufficient
time to work out the administrative details for wanaging the
fund with a new agency if this deadline is to be net.

6. AMeguacy of the Revolving Credit Fund through
Completion of Conutructicn

As discussed above, in the LCS Project Grant Agrecment
$400,000, or FRw 36,800,000, is obligated for a revolving
credit fund. An estimation of the use and adequacy of this
fund is presented in the followiag table.

Talhle 2 is bhaced on a number of assumptions which seem
reasonahle, but which are, at best, estimates:

(a) cooperative trading will increase from 30% of capacity
in Year 1 to 100% of capacity in Year 4;

() sixty percent of trade will be in sorghum, and 40% of
trade will be in beans;

(¢) 1local trade will account for €0% cof comaerce, and
imports will account for 20% of commerce;

(d). .prices will increase by cne franc per year fromn a-hase
local-purchasc price of FRw 20 for beans and FRw 17
for sorghum ard a base import price of ¥FRw 22 for
beans and ¥Rw 19 for sorghum; and

(e) fungability of sorghun- and bean-buying funds is
estimated to reduce loan requirenents by 25%,
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Use of ICS Revolving Fund Through Completion of

TABLE 2

Silo/warehoase Coaztruction

Jul. 83 Jan, 84 Jan. 85 Jan. 86
Nanb2r of Grerational
0oops 1L | 11+ 10 11+ 10+ 17 +11 +10 +17 43
Capacity mrk/ 774 774 6L2 74 olg 9e0 774 €13 960 130
Tonnage Co.ojercialized
(S-Z‘P)ﬁ/ 232 464 185 Gl9 370 228 774 494 576 54
Tonnage-b2ans (tT)3/ 92 184 74 243 148 115 310 198 230 22
Tonnaje-sorhum (A4T) 140 20 111 371 222 173 464 296 346 32
Iocal Qommercialization 4/
beans (MT) 74 147 59 193 118 92 243 158 184 18
sorghum (M4T) 112 225 89 297 178 138 3N 237 277 26
Imports
beans (T)4/ 18 715 50 0 23 62 40 46 4
sorghun (i1T) 23 56 22 74 44 35 93 59 69 6
Expenditures-iocal Crain 5/
(Frv 000)
beans 1430 3037 1233 4356 2596 2024 5704 3634 4232 414
sorghun . 1904 4032 1602 5643 3382 2622 7420 4740 5540 520
Expenditures-Inports s/
{FRv 000) .
baans 396 851 345 1200 720 552 1550 1000 1150 100
sorghun 532 1120 440 1554 924 735 1953 1239 1449 126
~—— L " T ——
Commercialization 3234 9537 19731 30578
Fund Requiremant 6/
FR4 000)
Inputs?/ (FRe 000) 110 100 170 ! 30
Total Pev. Bund Req't ;
(FRv 000) 3344 9637 19901 ; 30608

1/ nly warehouses will be constructed after 9 units currently under construction; warehouse
capacity = 60% silo capacity.

_2_/ Ooops will work at 30, 60, 80 100% capacity over 4 years.

_3_/ 60% counarcialization of sorghum, 40% of beans.,

4/ 1ocal comnercialization is 80% of coop trade; imports is 20%.

.5_/ Assunes FRv 1 buying price imcrease eacn year starting at ¥iw 20 beans, FRv 17 sorghun on local
purchases; FR+ 22 beans, FRw 19 sorghum on imports.

6/ assumes 25% fungibility of ans and sorghum funds.

7/ Allocation of Frw 100,000/coop for input purchases one time only.



Finally, FRuw 100,000 will be azllocated on a one-time basis to
each cooperative in its first year of operation to finance
inputs. This is sufficient to stock, for example, one ton of
malathion.

Using these assumptions, the capital in the revolving
credit fund appears Lo be adequate through the completion of
construction. In fact, there will still be a surplus of more
than FRw 6,000,000 in vYcar 4.

It can be scen from Table 3 that, vwhile the revolving
credit funds provided under the preject are sufficient to
handle estimated nceds for local purchases, imports and inputs
through the final constructicnh year, funds available for loan
guarantee drop off sharply by January 1936.

Several circunstances, however, are expected to alleviate
this situation. It is anticipated that the Banynes Populaires
will only require a 25-30% loan guarantee rather than 50%,
which effectively doubles the amount of grain for which loans
can be made. Even nove promising is the expectation that a
Speccial Guaranty fund at the Hoiional Bank of Rvanda will be
revitalized within the next three to four wnonths. The
objzctive of the Fund is to oifer credit Lo persons or
organizations which would otherwise have difficulty obtaining
credit, and cooperatives would be eligiblz to apply for loans
for grain trading. Once this Furd is operative, the centire LCS
revolving credit fund could be allocated for cooperatives'
local trading, imports and supply of agricultural inputs.

It is important to note that, althouga the calculations in
the above tables have only becn carried through the completion
of silo/warchouse construction, the LC5 cooperatives will not
be in fuvll operation untii 1239. By that time local purchase
and inport neceds will requirce an additionzl FRw 12,0 million,
exceceding the availuble loan Funds by FRw 6.0 million for these
two activities alonc. ljowever, if the agsunption is correct
that by the fifth year of operation the LCS cooperatives should
be. in a position to start repaying their loans, i.e., ny 1989,
up to FRw 12.0 million should be flowing back into the fund.
Similaxr awmounts should also flos back inte the fund in the
following two years.

Additional funds are not reguired to make CGS cooperdtives
fulliy functional over the next few years. Approximately
FRw 1,100,000 is available to cach CGCS cooperative, which is
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TABLE 3

Monies Available for Loan Guarantee Fund

July 83 Jan. 84

Jan. 85

Jan. 86

Available in Revolving
Mund (FRw 000)

36,800

36,800

36,800

36,800

ILocal Purchase keqg't
Tnport and Input Req't
(FRw 000)
from Table 2)

3,344

9,637

19,901

30,608

Available to Ioan
Guarantee
Fund or other coops
(FRw 000)

33,456

27,163

16,899

6,192

Assumed Av. Buying Price
(beans and sorghun)
(FRw)

18.2

19.2

20.2

21.2

Tons Bxport Grain which
can be loan-guaranteed at
any onz time at S0%
guarantee deposit (i'T)

3,676

2,829

1,673

584

Coops in surplus areas

5

9

17

Tons pery coop 1n surplus
arcas fcr which guarantece
available (M4T)

735

292

105

34
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sufficient for them to buy and sell grain to their storage
capacity at estimated price levels over the next four years
assuming a 25% fungibility of bean- and sorghum-buying funds.
This would also include sufficient funds for them to buy a
one-ton stocl: of malathion for local sale. Although there has
been a loss of funds through enbezzlenent at some of the CGS
cooperatives, 1t appears not to have exceeded the margins
already euarned by the cooperatives in their trading to date,
and their revolvinzg funds as such are relatively intact.

7. The Role of the Bangques Populaires”

The BRangues Populaires currently make loans to traders for
grain exports frow surplus to deficit production areas. The
interest rate is ¢%, and the loans are often open-ended and
extended aunnually on the basis of a strict review of the
borrower's accounts and needs. Local BP branches can make
loans up to FRw 200,000. For loans above this amount the -
applicatiocn rust b2 forwarded to the main office in Kigali for
approval. The EP is prepared to make loans on these terims to
LCS cooperatives if a loan guaranty fund can be established in
the Banques Populaives. The level of this fund in relation to
the anticipated level of loans would bhe based on the BP's
evaluation of the ¢uality ol nmanagement and accounting of the
participating coopevatives, but would probably be in the range
of 25-30%. 1Intercst on the guaranty deposit would be 3%.

There are a nuuiber of comaunes with LCS cooperatives which
do not yet have a DRI branch. Vhile in principle these
cooperatives cannot bank with BP, special arrangenents can be
made for, loan applications to ba reviewed by the central BP
office in Kigali. The loan could then be forwarded to the
cooperative through the LCS oiffice.

8. The Supporl Capability of the Directorate of
r

Coopirative hction

A key essumpition undsrlics this entire discussion: there is
in place a Lunctioning, centralized incpection oand accourting
system, adejuately staffed with Lirained, experienc=d personnel,
whose means are sufficient to assure close direction and
control of the finanzcial manaqgement of the cooperatives and
their resourxces. This 1s in fact not Lhe case. The LCS
office's audit function is handled by only one porson.

Although extremely ccapetent, encrcetic and interested, he
lacks rescurcoeg, as do othaer penbers of the LCY staff, to-visit:
cooperatives on a regular basis, even once a year. Office
space and eyuipment is so nminimal that records of previous
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audits cannot be found. Of twelve audits planned for the first
half of 1983, only two were made, plus one investigation of a
suspected irrcgularity. This planned schedule, even if adhered
to, would permit only one inspection/audit per year per
cooperative., The LC5 staftf believes that, during the year
following its opening, a cooperative should be visited at least
once & month. The evaluation team is recommending a quarterly
inspection by the auditor as a minimun.

Staffing is so thin that there is great difficulty in
reviewing the tvice-nmonthly reports subnitted by cach
cooperative, and the situation is further aggravated by the
need for the accountant to participate in training programs.

The conseqguences of an inadequate audit system are only
partly measurcd Yy the high rate of detournements -~ three in
the seven operating CGS cocpuratives in the two years since
theilr opening (Table 1). ‘'Ime primary consequence is the lack
of conifidence such ceonduct generates among the membership,
which can easily lead to the failure of the cooperative.

The lack of adequate LCS staff and audit capability will
becone mora acute with (a) thie opening of an additional thirty
cooperative silos and/or warchouses within the next couple of
years Lnd (h) the assignment of responsibility to manage the
revolving credit fund. Constraints and recommendations are
fully discussed above in Scctions A., Organizaticnal Support
and IDxtension, and B., Staff Development and Training.

9. A Iong-term Objective: A Union of Cnoperative

Establishwent of a union, or regional unions, of
coovperatives has, from the heginning of the project, been
envisinped as a logical step in the cooperative movement in
Rwanda. Project Taplementation Lettes no. 3 states:
fultimately a legal entity is needed to he established...
forming a union of cooperatives is recommended."

The role which would be played by a union, or unions, of
ooperatives (in this case, grain rarketing unions) is
coussed above in Section 3., Organizational Support and
lixtension. liowever, the evaluation team wishes to underline
hevc the crucial importance for the long term to find or
develop a viable autonomous institution to manage the revolving

0
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credit fund. Vhenl tne LCS project is conpleted in June 1987,
it iz probable-ihat MINASODLICO will not e able to continue the

necessary level of support to training, revolving fund
nunagenent, narketing ass slLstance, etc, These support needs of
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the cooperatives will, however, remain ongoing. If the
evaluation team's recommendation to support the nascent union
of grain marketing cooperatives in the Butare prefecture is
implemented, it should be possible at a fairly early date
(certainly before June 1987) to transfer management of the
revolving credit funds for the CGS and I.CS cooperative silo
operations to the union. A provision to this effect might be
inserted in a revised Project Implementation Letter No. 3.
This would involve managemcnt of approximately-FRw 2,200,000
for the CGS cocperatives and TRw 5,500,000 for the I.CS
cooperatives, There are, however, ten other grain markcting
cooperatives currently affiliated with the Butare union, and
the evaluaiion team has no information on their financial and
physical resources. Presunably they also need working funds.
As members of the union, presumably they also would have access
to any revolving funds which the union may manage.

As indicated in Section 6. above, there is no surplus in
the LCS revolving credit fund if LCS needs are projected
through to the point of full operation. There are, however,
substantial excess monies over the next three years. If AID is
fairly certain that there will be a follow-on project which
could cover any gap in LCS revolving fund reguirements in CY's
1987, 1988 and 1939 (as the last LCS warehouses conme into full
operation and before the first LCS silos start substantial loan
repaynents ), then additionel money could be allocated on a
pilot basis to the Butare uuicn for loan to non-LCS
cooperatives,

10. Rocozﬂ?ndatioqi

Without further delay, MINRSODEZD, OAR/R &nd CLUSA shoald
agreec on the policies and revulations which will govern the
use, managenent and disbursenent of grant funds provided in the
LCS Prcject Grant hgreenent rfor the revolving credit fund. The
policies and requlations ehould be implenented imnmediately. 1In
addition, OAR/R, iH1iASOLECO and CLUSA should consider the
following molifications to Project luplenentation Letter Ho. 3,
dated July 9, 1982:

(a) 1loans for local hean and sordghum purchases should be:
extended to cooperatives on a long-term, opeu-ended
basis; revieved annually and nodified as necessary;
and adjusted downward as cocperative earnincs
accuwaulate.

(b) inport loans (as defined in the PIL) and loans for
insccticide sales to cooperative meuwbers should be
considercd as local necds loans, ratuer than treated
as a separate categovy of loan.



(c) the interest rate on loans for local.'and import
purchases and for agricultural inputs should be
established at 3 percent below the Bangques Populaires'
commercial rate. Interest should be payable annually
at the time of the loan review.

(d) administration of the revolving credit fund should be

the responsihility of the LCS Project ILoan Conmittee.

OAR/R should al=o request CLUSA to provide a short-term
specialist in cooperative banking. (Such a specialist may be
availablae from the staff of the Banques Populaires.) The
specialist should (a) assist the LCS staff in implementing the
policies and regulaticns vhich have been agreed upon for
allocation and use of the revolving credit fund, (b) develop
improved adninistrative and awlit procedures both for the
DIRAC/LCS office and for thne cooperatives and (c) make
arrangciants with the Bancqueglopulairesfor establishment of a
loan guaranty fund, including developnent of the riecessary
forms, contracts, ctc. Tnhne scrvices should be provided as soon
as possible.



V. TECHNICAL ASPLCTS

A. Construction

Construction of LCS storage units began in 1281. To
date 11 units have been completed; 9 units are under
construction and will be completed this yecar; and three new
sites have boen selected. According to the PP Implementation
Plan, 40 units plus six satellite units were to be constructed
within a three-year timeframe. To achieve this now, those
units currently under construction plus an additional 26 units,
including the sutellites, would have to be cowmpleted within the
next 18 months. The evaluation team has assessed means to
accelerate the pace of construction and discussed several
options, includiny provision of additional staff and vehicle
support for construction supervision and/or contracting units
to private builders. The tean, howover, does not believe that
the pacc shiould be accelerated since the other elements of the
project - training, extencion services, etc. - cannot
concurrently meect the increased demand which would gencrated by
an accelerated censtruction progran. Additionally, wecause the
life of the project has heen extended to June 1987, there is no
real need to complete construction within the three-year
timefrane.

"OAR/® and the LCS staff have been discussing the pros and
cons of the currrent construction program using the Fixed
Amnount Reinmbursewcat (FAR) wethodl of financing. There are
certainly advantages and disadvantages to directly implementing
the construction of the units as opposed to enploying private
contractors, and the FAR method's advantages are balanced by
certain risks. fThe team believes that the issues are better
left to OAR/R and the Ministriy to resolve.

The cvaluation tean recoumends simply that the current pace
of construction not either be accelerated or exceed the
capability of the LCS staff to provide training and extension
services to cooperatives where new units are bheing
constructed., On the other hand, the tean believes strongly
that, il the reconinendations concerning a strcngthened LCS
project staffing pattern and a revision of MINASODLCO travel
and per diem policies cannot be imvlcmentcd by September 1,
1983, in order not to increase the workload on the prasent LCS
staff, new construction activities should be suspended until
MIIASODECO and OAR/R jointly agree that the staff has the
capability to fills its manayerial, training and general
oversight functions.



- 65 -

As has Dbeen previously discussed as well in Section IV.A.,
Organizational Supnort and Extension, the team recommends that
MINASODECO recruit a full-time assistant construction
supervisor. To ensure proper wcrkmanship and strict adherence
to construction plans and specifications, either the LCS
construction supervisor or his assistant should be present at
the construction site during the initial stage and periodically
through couirpletion of construction. This will minimize any
delays whicn may result from corrective actions which are
required to pass RIDSC/ESA's £inal inspection.,

In visiting the LCS cooperatives, the team also noted that
several silos had broken or missing locks and/or broken
spigots. Routine mzintenance is the responsibility of the
cooperative's managcaent, and related expenses are a factor of
the coceperative's operating costs. The LCS staff should advise
cooperative officers and managers to make the necessary repairs
to ensure that the silos are in proper operating condition.

B. Storage chhniquS/Technology

1. The Project Dasign

An assumotion in the design of the project was that
subd>stantial financial benefits to farmers would accrue from &
decrease in bean and sorghuw storage losses, not only in the
LCS coonprratives siles and warchcocuses but also, more
importantly, througn an extension effort to bring improved
storage technigues to the farmer. The third project purpose is
in fact "to reduce storage losses, reported to be significant
both on the farm and in communz silos, by introducing improved
storage practices and use of approved insecticides through
cooperatives.," The question off the effect of long-term storage
on bheans and the resistance of heans to attack by pests will be
studicd in depth under the reseverch couponent of the project.
As has buen previously discusced, the storage rescarch will be
implencnted under Title ¥1I auspices. The cevaluation team has
no comient boyond stating that it considers this rescarch to
remain an important cowpcnent of the project.

(a) On-farm Storage

The PP design teawm recognized that rescarch on farm storaqge
losses was scanty, bput bLelieved that losses were substantial.
A 103 averace loss was used to estimate that storisge losses
could be reduced anu result in an increase in farmer incowe of
nore than £45,000 per ycar per comimune by the fifth year. The
principal actheds for 2ffeoting this savings would boe the

v
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demonstration effort of the silo itself, the sale of malathion
in the cooperative's store, and supplemental demonstrations and
exhibits on storage techniques which would be offered at each
cooperative by the LCS staff,

. N — T ———

(b) Silo storage

Properly managed silo and warehouse storagqe can reduce
insect and mnoisture losses to almost zero. The techniques
require close attention to moisture levels when crops go into :
storagec; the proper use of insecticides, in this case malathion
and phostoxin; the maintenance of scrupulously clean storage
facilitices; and constant monitoring. Project inputs included
training in storage technology; insecticides); the necessary
tools (probes and moisture meters) and regularly scheduled

v surveillance and on-the-job training by the LCS storage -
technician,

2. Evaluation Team Findings

(a) On Farm Storage

The extension program to reduce on-farm storage losses has
nct gotten underwiay. Lo cooperatives visited by the tecam had
stocks of malathion in their boutiqgue for sale to customers.

In fact, scveral cooperative managers reportcd a shortage of
the cheiical to treat their silo-stored grain. No exhibits or
denonstrations have been prepared for use by the cooperatives.
In fairmess to the LGS staff, it must bhe said that
implemcntation of the project has required a tremendous effort
in many areas fron a very small group of people. Reduction of
on-ferm storage losses has consequently been accorded a low
priority. The LCS staff's priorities are, furthermore, in
order. Although vegearch on the subject is still limited, it
has become increasingly evident that on-farm losses to moisture
and-insccts over the time period in which grain is stored on
the farw are probably very low. In an ISAR 1979 study, Durnez
concludes that "apparently there is no serious problenm of food
grain conservation in the rural milieu." 1In addition, farmers'
traditional technicgues cof protection against inscct infestation
(banana leaf ashes on sorghum and hanana leaf ashes or kaolin
on beans) have proven to be quite effective for at least thiec
to Four months. Nevertheless, faruers do usce insecticides,
particulurly when they note an infestation; and when malathion
is offercd for sale at cooperative boutiques, farmers do buy
it. 'The evaluation team therefore suyggests that the DIRAC/LCS
office implenent the on-farnm storage campaign as outlined in
the Project Paper. A major component will be the proviscion Of
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adequate supplies of malathion for sale and silo use (plus
phostoxin for the silos) to carry out the campaign. Failure to
forward-plan appears to have resulted in a shortage of these
chemicals to handle even the needs of silo-stored grain during
the 1982 storage season.

(b) Cooperative Silo and Warehousea Storage

Cooperative stock records on file in the DIRAC/LCS office
indicate that, with the exception of Cyeru, little or no
storage lossc to noilsture or insects has occurred. Team visits
to eight cooperatives confirm this. Jowever, when losses do
occur, they can be serious. The Rutare and Gikoro cooperatives
have reported sorcghun losscs because "no malathion was
available." The coojperatives' losses probably are a good deal
highecr than losses in on-farm storage. For the Gikoro
cooperative il is a 2.7% loss; and overall for the program, if
these were the major lossaesz, the percentage over two years is
about 2%. The lack of neriodic surveillance by the LCS staff
(L) to assure that proper storage techniques arce carried out on
a continuing basis, (2) to provide on-the-job training and (3)
to sanple stored grain would be the major criticism of this
phase of the project. The LCS grain storage technician has not
been in the field since September 1982. This is in large part
due o MINASODECO's travel rxestrictions, forcing the assignmnent
of higher travel priority to audit and training. Althougn the
prioxities are defensible, the travel restriction is ccurting
disaster in this formative period.

3. .Renonaundations

As concluded from the above discussion, the evaluation teamn
reacamends that the 1.CS staff plan and implenent the on-farn
storaye canpaign which is outlined in the PP. (This may
reguire translation of the relevant PP sections into French for
the 1CS staff.) Special attention should alco be given to
procuring insecticides for loth on-farm and silo sterage
reguirements. Arrangements should be made for their timely
dictribution, i.e., to assure their availability bcefore the
harvest seasons.

In intexvieys with the evaluation tecam, cooperative
managers have frequently stated that it is difficult to
estimute the volume of beans and scrghum stored in the silo
cells at any particular point in time.. It .i5 theorefore
recomwended that each cooperative be provided with a graded
m2asure or scale to determine more accurately the tonnage of
beins and sorghum stored in a silo. The graded neasure or
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scale might be painted on the wall of the zilo or might be an
inexpensive, retractable metal tape measure. ' The tape measure
would measuce the distance between the level of the grain and
the top of the silo. OAR/R should request the REDSO/ESA
engincer to devise the most appropriate method.

Most importantly, the LCS grain storage technician should
visit each cooperative at more frequent intervals. Assuming
that the other LCS staff members can also monitor storage
techniques on their periodic visits, it is recommended that the
LCS storage technician arrange at least guarterly visits.

VI. RESEARCH

The technical and socio-ecconomic studies proposed in the PP
have not yet been undertaken. As discucsed in Section II.,
Sumnary and Status of Project Inputs, the LCS research effort
will be coubined with complementary research to be financed
under the Food Storage and llerketing project, Phase II, and
under the proposed Cropping Systems Inprovement project. The
selection of a Title ¥II university is now in the final stages,
and it 15 expected that the research team will arrxive in Rwanda
before the end of tlie year.

In reviewing the proposced research program, the evaluation
team has noted three potential information/data gaps which
should pe addressed in order Lo assure a complete and accurate
understandinug of thic Rwandan markhet structure and function. In
an cfifort to create a cooperative networx to facilitate
interregional transfers of food stocks from surplus to deficit
production areasg, murketing data should be systenatically
collected and analyzed for usce by GRENARVL, the DIRAC/LCS staff
and the resional cooperative unions. Specifically, the team
reconmends that perconnel at LCE cooperatives and GRENARWA
varehouses yatlier (a) wveekly pric data for beans and sorghum
from one ncasby mariiet per fazility and (b) data on guantities
Lrought foi sgale to =ach manLt.

The second informution gap concerns the extent to which
private traders arec profitting by either tinkering with their
scales orc u51ug inexact and ipaccurate weights. A project
a“"umntlmn Ls that farmers are routinely cheated on weight
stinates of their grain wnen both selling to and buying from
private traders. The problem is addressed by introducing
~ systematic and reliable weigning proccdnreb at the LCS
cooperative. The extent of the problenm 1s not knouwn, however,
but could bie ascertained by comparing the weight and quantity
of a farmer's ygyrain before sale with thie weight recorded by the
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private trader when he offers to buy the farmer's grain. It is
suggested that survey personnel from the Agricultural Survey
and Analysis project could be requested to gather this data on
a réutine »Hasis when recording farmer/producer sales.

To conplete an analysis of the Rwandan market structure and
function, a comprehensive marketing study should be
undertaken. Unknowas include:

- the variables which determine how the farmer will
market his produce nmost advantageously;

- the farmecr's interaction with the network of traders
who purchase and distribute his produce throughout the
country;

- the dynamics of trade, including market activity, in
' fond staplces, especially beans and sorghunm;

- the volune of trade within and between recgions;
- tradzr netvorks and communication systens;

- farmer and trader transportation costs;

- trader profits, etc.

"Given these and other unknowns, the study should focus on
the actcrs, transactions, costs and margins of marketing
channels frow the producer to the consuncr., Th2 study should
also focus on the rewl costs of transport in Rwanda. An
understanding of both conponents is a prerequisite for
determining the most cfficient cooperative marketing strategy.
The study shoulid be performed by an agriculturzl economist
and/cr an cueonomic anthropologist and a transport cconomicst
over a period of 3-6 nonths.

Equally inmportartly the study should integrate the
reclated price series data undertaken within the framework of
the LCS and Ajricultural Survey and analysis projects as
recowaended above, Data on rural consunption patterns
generated from the Iamily budget and consunption survey should
also be integrated into the marketing stady analyses. DProposed
terms of reference for this “survey of Ruanda's marketing
structure” have becen prepared by S&T/:D's Snmall Farmer
Marketing Access project staff and are attachcd as aAnnex D.
OMR/R is prepared to finance this study under FSM II.
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VII. PROJECT MANAGEMENT { §
A. AID

Although thinly staffed, OAR/R has monitored the project
adequately, especially its design and evolution from the CGS
project. Project management responsibility presently rests
with a recently-arrived Assistant Agricultural Officer, who is
supported by the AID Representative and the Prdgram Officer.
The AARO's wovxload, hcwever, precludes close menitoring, and it
is hoped that interaction with the evaluation team has provided
a more complete understanding of the project's complexities and
issues which reguire resolution and follow-up attention.
Project managenent should improve with the arrival of the
Agricultural Officer in Fall 1983.°

In general, the ICS staff enjoys a good working
relationship with OAR/R. The LCS accountant (also the grain
storage specialist) has frequent contact with the OAR/R
procurement and budget and fiscal oifficers to discuss the
status of comnnodity crders and project accounting. On the
other hand, the OAR/R's werkload in both these areas has
resulted, according to the LCS staff, in long procurerent
delays, unsatisfactory plhione calls to monitor orders and
unansvered lelters. The accountant especially would appreciate
OAR/R's sharing the RIFC periodic financial reports with him so
that he can inore carefully monitor project and contract
expenditures, fThis requcest is particularly recasonable since
the CLUSA contract is with the GOR. The evalvation team has
found ceveral discrepancies in the RFMC financial reports which
should be corrected, some involving costs which should be
charged to the contract and have instcad been charged to other
budget line itenms.

The LCS steff has also stated that it would appreciate
pericdic mcetings with the OAR/R staff, especially the AID
wepresentative, to discuss both policy questions - such as use
of the revolving credit fund - and implemcntation progress in
general. The team therefore recomnends that pariodic project
managenent meetings be initiated inmediately for joint
problem~solving, implenentation planning and constructive group
criticism.

ﬂ; Government of Ruogﬂa - MINASODECO

Working conditions fox the LCS staff at the ministry are
far from ideal and should be improved immediately. Improved
office space, access to full-time secretarial and filing
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services and use of a telephone would greatly improve general
office morale and job efficiency. Specifically, the evaluation
team recommends that the LCS Project Director and the CLUSA
Advisor be moved from the present, cramped office (cshared also
with the LCS construction supervisor) to a larger office with a
telephone. Without a telephone, the LCS staff is unable to
receive or send messages to the regional inspectorates,
GRIENARWA, OAR/R, etc. Job efficiency is greatly reduced by
having to drive lLietween offices and ministries, hoping to find
the centact at his desk. The staff should also be provided
with additional filing cabinets and storage space for office
eguipment and supplies. If, as recommended in the strengthened
staffing pattexn, MINASODECO assigns two full-time secretaries
to the I.CS office, one secretary should also be skilled in
filing. The LCS staff now has little time to maintain an
efficient filiny system, and the project files are consequently
in serious disorder. Document retrieval from the loose-leaf
file folders is time-consuming at best.

The evaluation team has also observed that the dual
responsibilities of the Director of Cooperative Action cum LCS
Project Director are so great that attention to project
inplementation has suffered. 1The team recomnends that
MINASODECQO consider a means to relieve the Director of some of
his non-project related paperwork, perhaps through assignment
of some of his tasks to other ministry personnel. In addition
to having nmore time for field visits, the Director would also
then be better aple to {ollcw up project-related communications
through the Ministry's hiexarchical chain of command. The
exanple .0of the GUKR's lack of response to PIL No. 3 concerning
use of the revolving credit fund is cited by the tean.

The LCS staff should also reassess requirements for
additional supplies and eguipment (such as calculators) to
maximize the efficiency of field visits and audits of
cooperative accounts. Many of the cooperatives' calculators
are not working properly (and should be repaired at the
cooperatives' cxpense) so the auditor must have his own
calculator for site audits.

Lastly, as regquired in PIL No. 1, completed silos and
warehouses should be marked with the AID logo.

C. CLUSA

Both OAR/R and the LCS staff have stated that CLUSA
contract managenent 1s satisfactory. The CLUSA project manager
in Vashington vicits Rwanda once or twice a yecar, and
comuunications by telex, letter and telephone are efficient.
Recponse-time is satisfaclory.

s — e 4 g |
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July 9, 1932
REF: AID-221/82 .

Subj: Local Crop Storaee Proiect

ATD MNo. AR96-0107
Irplemantation Letter No. 3

His Excellency the Minister for Social

Affairs and Cooverative Movement : 72-11M1021-3
943-52-696-00-69-23

s/c 11is Txcellency the iinister for --

Forelan Affairs and Cooparation
Kigali

Dear Mr. Minister:

This Implenentation Letter is issued in accordance with Scction 4,2, of the
Project: Grant Aprezment for the Local Crop Storase Troject, signed by the
Covernment of Nuauda and the faency for Intzruational Develonment on Mav 11,79,
as anvnded, and provides information on satisfaction of the condition nrecadent
to digsburaement of Grant funda for the Revolvine Credit Tund. Sectinn 4.2,
provides thac pilor to disbursenmant of CGrant Ffunds for the Revolving Credlt
Fund, th2 Covermicnt of Rwundn,will subnit to AID a detalled nlan adequate to
rhow, among other things, hew tha fund w7111 ba administerad, tha administrative
coat of providing cradit, terins for providing credit {rom the fund, anticinated
default rate, and the machanism and criteria for roaview and aperaval of specific
loaun,

ts a bagis to satisty shis condition nrecedent, the Proqect has funded a renort
dated March 1982, by CLUSA Apricultural Teonomiat, W.H.Morria, entitled "The use
of the itnvelvine Funds of the Apricultural Cooperntivas (LGCS) Proiect.'" The
conclusions of the CLUSA report, surmarlzed below, are acceptable to AID!

I. 7here ave thrce types of nctivity on the part of the cooneratives requiring
eredit:

]. Purchase of baans and sorghum locally, storing them and selling them
back to cooparators. Small gury also wav be nocned to funﬂ purchn9eq of other

sowls for a conpteir de:vento, = - ey

2. In the cnse of Lushoriage of benns or sorghum, purchasing outside thae
comaune for atorape and uale to the coonerntive members and others,

3. In the case of a surplus purchasing in the comane apainst a contract of
sala ontside the comrnune, '
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II. Credit for activities of loeal operations and “importing' bLeans into the
cormmune will be provided by the LCS Project Loan Committea utilizing Revolvingp
Crcdit Tunds. Credit for the "export' activities may be obtafned from the BP
vihh a guarantes by the linictry QIINASODECO) revolwlng credit funds in place
of a "cosipner", :
ITI., Procecdurea for providing credit are deseribed in Annex I of the Report
entitled "loan Procedures'. Any dofault will be the responsibility of the
cooperativae boivowlan monay. (The Annex T Loan Procedures referred to in
conclusion I1l of the Morris Raport arc attached to this implementation letter.)

IV, The duntcrzst rate of axnort loans will be set by the TP. Import loans

vill be made at the sama rate as export loans with no charee for the puarantec.
Local cpcerations will be financed at a rate up to 3% lower than the rate charnped
by the BP for cwport loana. The use of the guarantce fund will be nepotiated
prior to the bepinning of cachi harvest scazon.

V. It i cuxpected that the coopervatives will make a profit, narticularly on
thelr export operations, luecluding coffee, This should make it unnccessary for
cooperatives in food surplus commmes to borrow for 1lncal activities or imnort
after two or the at the nost three years.

VI. Ultimately n legel entity is needed to be eaiablished to manapo the
Revolving Credit Fund in lieu of the Minigtry. There are tuo alternatives-
pascing a apaclald law of forvdng a union of cooperatives. The latter in recom-
nended, 1L in vermitted vunder the curvent (1966) lav and 15 quite feasible.

It is the ovinjon of AID that the conclusions and Loan nracedures of the Merrvis
Report form an acccptable basls for aatisfaction of tha condition precedent for
dlobursesznt for thae Revolving Cradit Tund as reanired hy Scction 4.2, »f the
Yroject Crant /precment, witii the folliowving refinzmants:

1., Trior to the formation ¢f a lepal entity to manaze thae revolving credit
fund, thoe Hinistry of Socinl Affaira and Community DNevelopment:, Comnunity
Devalopuont Burcou for Pinancial AID which in the vaszte hag provided o windoswr
for credit such az this, will ranape the revolving fund. As per Annex 1 (orris
Report)ths lenn comnlttos of tha revolving fund will dndtially be coustituied of
the Mrector of Cooperative fctlon, the CLUSA techinica2l counsclor, ona LGS
trafuing officar and a coopirative representative. Three ~f the four conatitute
a dquorum. \

2. AID cdvances to tiiz Minlctry for loans to cooncvafrivca would be procasned
throuch i Interost frae aceount. Such advances vill be requasted by the Mindstry
for loans falling within provienaly apeeed unon eriteria, LCS persouncl of CLUSA
vithin the Mindatry would provilde technical assictance to the Mindstry vith
respect to thore lowas, afi well as to asaist the Hinfgtry to comply with minimal
AAD mondtorliyg and reporting requircnants,

\
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3. Wheraver nosaibla, lozana to cooperatives from the Ministry's credit
window will be by banlk trazusfor oceuring concurrently with an immediate
credit naed of a cooperative, and not by carh transfer,

4. Cooperative losn repavments, and BP loan puarantee pavients, would
be deporited by tha Minfatry into a separate interest bearing account manaped
by the liinistry = the Pevolving Cradit Fund = and would be availabhle for ad-
ditional relending to cooperatives (and for BP loan puarantecs) under approved
Project lendinpg criterdn.

5. Tranches of AID funding (up to $400,000) would be complctely processed
throush the Ministry's interenaf free account by the Projects PACD, as extended.
Pelonant and guarantecs from the interest beating Revolvine Credit Fund account
would continne so long as there is a need for .this lending activity.

|
I
|
|
6, The total amount of puarantces to BP Por "esxport loana" will not cieoed - |
the amount of available AID credit to the liiniatry plus the total of lean re-
paymentns and AP puarantee paymonts in the Ravolving Credit Fund, plus acerued
intoereat.

7. Tor all cooperative loan nctivities AID requires eemi-annual reports
indicating tha nusher and emouvnt of Joans wada or puaranteed, the number and
amount. of defaults, tha anount of loan rapaymonts and BP guarantoc payrmnts
into the Neveolving Credic Tund, tha preoszsnt balance of that account, and tha
amount of cvaillable AID lozn crodit to the Miniotry.

8. Should the manarcmant of tha Revolving Credlt Fund boe tranaferrad to
another lepal entity such a5 £ union of cooperatives the Tund would not hecows
the property of tha unlon, but would ratlior ba held in trust for cooperttive
lending. Upon tho disnlutdon of the union of cooperativen the Revolving Credit
Fund would revert lLacik te the manaegemaat of the Minintry,

Q, Should there ne longor be a need for tha Revolvine Credit Fund, the
Mindetyy and the U,5, Embagsy (Lf AID 4o no longer in operation in Rvanda) would
mutwally apree to the ddepositiocn of tha vavolvine eradit funda., Juch
digpositicn can be made for any purpose for which ATD appropriaztions would bie
available,

You are requeatod to indicate your agrecment to the terms snd conditions of
this letter by signing balow and returning the orieinal of thin latter to ATD.
Such Agrovment will constitute siatialaction of the condition precedunt to dis-
burseriant set forth in Scetion 4.,2. of the Crant Asraotient. ‘Iihe date for
aatisfaction of thin Snctlon 46 horcby extended to &opr.30, 1922,

Very truly yours,

Eupene R. Chinvaroldl
ATD AfCadirs Offdcer

Read and Approved: d\

For the Mindatry of Socinl Affafrs and Cooperative ‘ovement:
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NOTZ CONCHRRANT LI RAYPORT DE MISSION DU DR E/IL LORRIS

STIO

2
M.
L~

Ia leeturs ¢u reyport poco dos probldues de cozpréhennicn, 1'autour
r'lirat pre fepdlder do le langus frorgodse, Pur adlleuss wn cortodn
nombre de prvpos sont attibuds eux Buzgues Fopulaires, qud n'en rooon-
redzzent pan le patemitéd,

s Bmques Topuloires poivont fodre lex propositionr suiventes ds culla~

Loratiza 1

TS _CONTITL0N2 DR COITARIR' PION

2.1s Ing_ognidtiona rrénlnhles

2,1.1,

2‘1.2(

Yends de Cortuiide

n Fonds de Gainntie, écat la gestion pourradt 8tre confids

& i, FuRy et lea avoirn dépcnds ru BODP duverit gurantis lea
[adiy ootrvyés aux ciloy coopiratifs.

Sur 63 point, lo solde dea ayolxn du B\D dépacés en compte
courtiit en banqun (FOR) pourrait cenntitucr une premdére
dotniion du fLondo; ed d'rutres fonds ne pourudent Gtre libérid

fauiles:nt,

Torsoimel i dluposition

Is porsonnel & dispocition du Dureaun linticnal, de rlms que

leo egentr d'encadrvement devraient 8ire plue etablsn, ot

ne po3 eubkiy des mtatione entrovant lo ben fonctionnemoent

&o 1'eppui technique euwr £ilos coopératite (1) ﬁ

( 1 ) Voixr Rappert CRID “Contriltuiion & 1'éviluatfioa d'un projet de
ollus ccopdrutifu su Panda", 1931, pge 15,

.ﬁ'/'..
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Ja formntion des wdninistreteurs, des gérunts paraft
importunte, pour la mise en plmoe du orédit, I1 memble
que dans ce domnine lem objectifn n'ont pan été atieinto(1)

2elede Gaétion des ailoo

Loy silos coopdrutifs oont parfoin rattachés & den
coopdratives, un rioque de confuslon doas la gestion peut
naftre, I paraft important quhune couptobilité adpaxde
des silon (Mlen, Conmpte d'erploitation) soit faito, pour
prézentoer des dosalors Lancnblea,

In fréqQuence du ocontxlle de la gestion devruit 8iro ddier-
minds pour garaniir le bLonne utilisetion des oréditm,

2,1.5, Gorantio &'Scoulenont (stocks vivriere)

Outre le foit qua les oilos devraient pouvoiy achrter las
stockr de produits vivrlers am meilleur moment powr Lénd-
ficier de prix du murchd lea plus favorubles, ot revundro

& un coflt inoluunt les Truis do gesticn (amortissenunt de
1'infrestiucture, saloire du gérant, fruiu administrutife,
coltt du créait), des gurantics d'écoulement devruiont Oire
epporties, el possible, powr poutenir les pilom, dimna lo ous
od ooux~ci asuraient des difficuliés & ¢couler (cituation du
rmarché ddéfavorable) et rendant los silos coopérutifn priori=-
teiren pour 1'¢coulenmeat lors des machés d'approviulonnchent
lancés por 1tétat (Difcuse Nutionale, Miniotdre do la Juntioce),

(1) Voir rapport CRID, déja cité, page 15.



2,2, Ieo ohjats & financer

Ie ropport donno une série d'objots & financer (pagen 5 et 6),
paruin oow:i~ci, nous conoidérens les suivunts comme bancables,
oous résexve de 1l'dtude individuelle des dosaiers

« stockngo do produite vivricro
- gommercislication du cafd

- imputs sgricolesn

~ woulinn b groins

D'autres objetn yarninsent exolus, comme le financoment do véhi-
oules (dont la guoticn s'avdre & 1'oxpériencs Gecevonte), ou les
Bitinwats (nogasing), pour ce deraier objct, 11 paraft préfdvadble
quc le projot nilos coopératifs Jibdre los fonds proprez néceunalren
(purte socinles, coticntlom:), oo qui peut conntituor wme part de
1a geventie éu prét, (d'silleurs nléatoire, 1a réalivation ¢a 1a
garantic en cop do non renbourcenmt du prét, ayant pour effut de
meitre w terme au fonctionnerment de la coopémtivc), qui pout
oerendimt avoir un effet payshslogique povitif,

3, CONCLIJSION.

Ia présents nofe a pour objoctif de posor lco bases d'une dicoussion aveo
le partmmaire concerné (projet nilos coopiratifs) pour élaborer emosuite un
doourn¢ de bane rdépilsoent 1l collaborutisn pour l'intervention doo bunquesn
poplairea dons lo erddit nux silos coopératifa,

/BONP/24,6,82/7, Y./

Cople 1
- Crédit

- Adjoint
= Consoiller & la Dircotion

()
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ANNEX 1

LOAN TROCEDURFS

The 1.C5 revolving fund and the puarantea fund will be vested in
tha legal cntity of a unfion of federation of agricultural general-pur-
pose coopéiratives,

A loan comnittee will be set up, probably comprising the Rwandan
dirvactor of the 1.CS projsct (who 18 the Nirector of Cooverative Action).
tha profcct cceountant, the nrojeet training officer, and the CLUSA or
project tachnician.

The "Bilan" and the '"Compte d'exploitation' which are supposed to
be cubmittrd regularly to MINASODYCO, for three years, {f the cooperative
haag exiotrd that Jong, the prain atoclis of the cooperative (kept-un-to-data
monthly), aad the eredit histery (a new form that is proposcd), nhould all
be avallable in the Ministyvy to conatitute a full dossier. If they are
not up to dute thay should Le updated, before the apnlication is discussed,

The loan application form, an propoted by the project staff, should be
completed ond sipnoed Ly the "Conceil de Gestion' or o majority of its
renbers.,  Tha "encadreur coopcrative,' the prefcctoral inapector of
coopcrativiez, or the supervizor, should assist the cooncrativa tn complate
the form or aAsuure that it ie ceunleted correctly. ‘Ibe form nhould state
tha Intercit rotes at vileh vunds are available, z@zg 1aid out in the text
of this rerort. Tha form should lic cuitable for apvlication for credit
at the "Banquze Populajrcs.' ‘The LCS nroject staff will assist in assuring
that the desnicr for the loan 4is complete and correct.

If the Joen eunceeds fiva timnag the goclal contribution of the
ccopcrative ol the tive it ig roquacted, tiie 1966 1aw, Article 24, and
Article 3 of ¢hie "Aveft Présidentiel", No. 46/0F of 1€ Februavy 1967,
requires tiit Che Mindster avproves the loan. Thin must be carried out
it neeceesary, or the loan ia not Icinl and default cannot Le the
subjcet of o 1law sult,

The crodit committee vL1L lisva roepular mectfngs and act pronmptly
on loun roaucctn. A rveproucntativae of tha cooperative is ancoursred to be
prevent and moy present tha case. Any ffaflure to renay a loan shall be
considared c2 a readon to deny tha applicention for mnother loan. Delayed
payments chall alno be takea dnto account.,

Tha decindon en tho loan will bu comnunicataed through the supervisor to
tha Cooparativa, the locul inspactor and the commune encadrenr.

The crcdit comalttea risuld conalder, with the P, vthather 4t needs
to eonslder applications to tha UP that vequire guanrantee or vhoether 1ic
will respoet tha EP'e deefcion and automatlcally sunrantoe all loana wvhich
the TP approves. Wihere ths crodit 1a Lo be providad by a ravolving fund,
the =oney will lic hatd anl repsaid throush Lanldne channels, and not through [
viovainent in canh., //\ v |




Annex I
Pare 2

The cupervisnr of the cooperzative is required to follov up on all
losns wmade or punranted with the profect funds and to report on the
status repularly. 7To reduce the rigk, local operations loans will be
cleanced up in a timely vay; that 4s, any prain and beana that are not
certaisn to be seld to cooperators will be sold to other buvers (L.e.
GRENANUA) before LU becoras too old. This have to be done ecven 1f ite
reang taking a loas,

Tuport trauwsuctions will be funded only for 2-3 months, to ensure
that the prodn or bosang srz sold as raon an possiblae after arrival.
Holding imrported produce for gaveral woaths hecotszg speculative,

The project hiag the regponndibllicy to follow-un on late payment, or
daelingooeat loans dnvolvine tha #P. Uhile the objcctive of the projrct
is to build coopavativaes, 1te ohjcetive ig also to bulld flanncial
raspo-21bilicy aied to heln coepceratives ko graduate out of the naed for
projeet loans and guarantecn., Delinagitnctles should| vhare nosnible,
be turned into n Colnyed poyinont situatien. Ay a lzat recourse, lecal
means of scctleont wmay be used., Any lozus written of € must be notiiied
by the project tcchuiclan to USATL.
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CONTRACT BETWEEN THE LCS COOPERATIVE SILO
PROJECT AND THE PARTICIPATING COOPERATIVE
(Loan Fund Contract)

Between the Cooperative.LCS Silo Project and the Cooperative

of the Commune the following is agreed:

1. The Silo Cooperative Project contracts to lend sthe sum of

designated for the Cooperative solely for the purchase of

sorghum for the needs of the cooperative members and the local population.

2. The repayment of the capitel and in%erest will begin from the first
o day of the month in which the Coopcrative Board of Directors decides to

sell the sorghum purchased with thig loan., The duration of the repsyment

will be a function of the length of time it takes to sell the sorghum,

3. VWithout contradicving the first article, the objective of the lozn

is for the purchase of sorghum produccd by cooperative members and non.-

nembers who will have alrcady stored in the silo a certain gquantity of

their own sorghun to cover the inter-hesrvest period.

li, The Cooperative _ contracts on its side to:

a. pay .6675 TRl interest per kilo sold;
b. assure that articles one and three of this contract are recpectled;
¢. not usc these loan funds to pey its manager, gusrd or others;
d. gusrentee the lson Ly sssuring an impecceble mansgement of che
cooperative and the grain sleorage fscility.
{oant
5. The use of a part or vhole of the swn of the lasir for any other purpus
A I T o B Ry i eoeri i Qe B i) (TR ; 1
then that hervein suvecified will resull in the'dmmediate and sutomatic
annulment of* this contract, requiring immediale reveyment of' the entire

amounit of the leoegin to the LCS Project,

6. The cooperative muat inform the project office eocli month on the use




of the money and the progress of purchases and seles.

(dote)

fdate)

For the Coopersctive

(address)

For the LCS Project

Kigeli, Rwande



ANNEYL T

Terms of Reference
For
A Survey of RwandasFood Marketing Structure

I. Objectives

Thanks to ralnfall patterns and topography, farms in Rwanda are able to
make & wlde varlety of fresh produce available to the market throughout the
year. Hlowever, on account of these sam: rainfall patterns and topography,
Rwanda 1s divided into a nmmber of ecologlcal zones each with {ts particular
agricultural cycle and {ts particular cange of crops. This means that
different zonee have different crops avallable for sale at different times of
the year.

Different crops follew different warket chiains from field to consumers A
distiuction appears to be made between norve perlshable produce and less
perishable produce. More perishable produce such as cauliflower, lettuce,
tomatovs, cucumbers, etc., travels relatively short distances to market. Tt
is brought Lo warket by the producer or his or her agent. It is generally
sold to a wmarket retailer fur cash. The retailer thereupon sells it to a
congunier or, in some cascg, to an Interwsediary who will take it to a nearby
area for resale. Y
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Leeos parichable produce such as Irsh potatoes, beans, malze and green
bananas nay come [{rowm conslderably greater distances. Insofar as {t does, 1t
passes through the hands of one or more Intermediarices before being presented
for retatl sale. The perticular less perishable crops Lhat pass through the
hands of intermediaries vary froa reglon to reglon according to what 1s grown
locally. In Kigali, Trish potuatoes and bLeans are the major ftewms that must be
shipped in f{rom gowme distance. They arc sold lu ghops not in narket stalls.

A survey of Rwandan food markeling structure is being undertaken for
several reasons. First, iasofar as a market operates efficliently and demand
for a comuzod!ty remains hipl, 1t will) generate a supply response. Market
ctructure and activities ore, therefore. linked to such national goals as
increasning overall food production and to ralsing the incomes of food
producers. Sccoadly, @n understanding of the structure and function of the
market will hipghlight gources of inelficiency which may or may not prove
gugceptible to remedial Interventlon.

IT. Scope of Study

A). Small Farmer Markoting Access - The survey will analyze what pertions -
of 2 producer's producticn 1s allocated to family food needs, to repay debts,
to cash cgales, to gifts., It will analy.e under what conditions the producer
malkes thiene allocations. Tt will undertake a survey of storage, storaga
stratcries and pricing systems at the producer level. It will examine the use
of predustion Inputs at (he producer level and the ways in which employient of
inpute influences marketing decislons. Producer situations fn several
ccolopical/topographical zones will be rampled.

B) TPrice Mapplug by Crop - In ord. r Lo Lest the c[ficlunqy of the ({;1//
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market, data will be gathered to permit the mapping of prices for several
different crops. DalLa will be contlinuously gathered ¢n a biwecekly basis in
several sample zones around the country. A trangport cost analysls will have
to uccompany the price maps in order to evaluate their results.

C) Harket Flows by Crop — The sur 2y will analyze data available through
its own efforts and through the efforts of other on-going surveys in Rwanda to
estimate quantities of Jdifferent food stuffs flowing through the markets under
the cifuatic condlitions of a given year.

D) HMarket Chaunnels and Market Hierarchies by Crop - The survey will
gather data on the rountes taken by diff:rent crope from producer to consunmer
by selected ecological/topographical zoae. It will map the hierarchy of
Rvandan periodic and daily markets by szlected ecological/topographical zone.

E) Market Actors and Marglna = Th2 survey will analyze the different

roles played by actors in the marketing system. It will determine the margin
per traznsaction per crop for these actors. It will estimate the gross annual
sales for actors per crop.

III. Tascks to be Carrfed~Out Ln the Stidy

The Teaw for the Rwande Food Marketlng Structure Survey will perform the
followinp tasks:

A) Anualyze data on the structure [ production and disposal of
production available through the Agricuitural Survey and Analysis Project of
the Minfctry of Agriculture.

B) Analyre data on consumption pa.terns avallable through the Famlly
Budget and Consumption Survey of the Miailstry of Plan.

C) Anulyze data on quantitics of riroduce marketed per crop In selected
markets.

D) Arsess the cconomlce efficiency of the present system of food
marketing in Rwanda.

E) Determine the costs of the present marketing syatem including costs
of transport under several options,

F) Identify arcas of inefficlency in the system.

G) Make Tecommendations for interventlons that address the question of
improving the efficlency of the present system.

IV. Quantitative Data Sought by the Study °

A) Producticn and consumption dat. for diffcrent crops In different
areus.

B) Prices of diff:rent crops at d {ferent markets on a biweekly basis.

Fs
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‘Quantitics of different crops traded by producers.

nnsurption by crop in differcnt areas.
-imates of Lie cost of production of different crops.
Coszt of transport per kilometer per ton under’ various options.
Costs of storage under variou:s options.

Hargins per trader according to the role he/ghe is playing in the

gystem and annual gross revenues accorvdlng to role.

V.

Isgsues o be determined

A)
B)

C)

Rumbers of markets to be seleacted
Crops to be selceted

Contracting mechanisw

2
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Executive Summary

Rwanda Local Crop Storape Project
(696--0107)

1. What constraints does this project attempt to overcome and who does it
constrain?

The dual goals of the Local Crop Storage Project (696-0107), authorized
March 9, 1979, for $2,867,000, are to increase farm family incomes in partici-
pant communes and to increase food availability to small farmers throughout
the year at more stable prices. There are three main constraints to the attain-
ment of these goals. They are: 1) the lack of an effective and efficient
food storage and marketing system that benefits the small farmer; 2) regional
and seasonal price variations that are disadvantageous to the small farmer;
and 3) unnecessary crop losses due to ilmproper storage methods used on both
family farms and in cooperative silos. By easing these constraints, it was
estimated in the PP that, from these operations, a single cooperative, serving
1,500 to 2,000 families and through its effect on local market prices, would
increase global farmer income in an average commune by nearly $46,000 per
year by the fifth year of the project.

The primary impact of the project on local commerce has been the opening
of new commercial options to producers and traders at all levels. In this
sense, the project has given a boost to local private enterprise. It has given
a group of less well-off producers and small-scale traders access to reliable,
long-term storage in a way that does not tie up their capital resources. These
two groups of market actors had previously been excluded from marketing oper-
ations which required long-term storage. The effect of the LCS project,
therefore, has and will continue to increase competition in grain markets.

2. What technology does the project promote to relleve this coastraint?

In this project three types of technology are used to relieve project
constraints., They are: 1) the development and operation of storage and
marketing cooperatives; 2) the introduction of improved on-farm and coopera-
tive silo/warehouse storage techniques; and 3) the introduction and use of
improved insecticides, through cooperatives, after re: :arch on the effects of
local insecticide use was carried out. This technology is being transferred
to the small farmer and the managers of the storage and marketing ccooperatives
through training and extension services. Project training attempts' to assure
that the grain storage warehouses constructed under the project will be
operated and managed properly. This training has been conducted at several
levels under the general direction of the GOR project manager and AID-financed
project advisor. Extension agents did not receive formal training under this
project since they had previously been trained by MINAGRI.

3. What technology does the project attempt to replace?

Through the introduction of improved on-farm and cooperative silo/ware-
house techniques, attempts are being made to reduce crop losses. At present

¢b
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crop storage losses from insect damage and moisture loss are less than 5%

under traditional storage techniques. However, it appears that theft is still
a significant problem. Properly managed silo and warehouse storage can - and
has at most of the LCS and CGS cooperatives - reduce insect and moisture losses
to almost zero. Furthermore, it has also eliminated losses from theft..

The development and operation of storage and marketing cooperatives will
reduce small farmer reliance on trader set prices. Before the opening of
LCS and CGS cooperatives, trader prices in the commune had been kept artifi-
cially low because of the trader's position as the ouly buyer. Moreover small
farmers are routinely cheated on weight estimates of their grain when both
selling to and buying from private traders. This problem has been addressed
by introducing systematic and reliable weighing procedures at the LCS cooper-
atives.

4. Why do project planners believe that intended beneficiaries will adopt
the proposed technology?

Economic incentives seem to be the motivating force in the adoption of
this new technology. The project concept of the cooperative-—-a place where
farmers can store their grain at harvest, receive a small margin above the
going market price, buy it back later in the year during the soudure (gap
between harvests) at somewhat lower-than-market prices and in the interim
receive a cash loan--seems to be valid and is accepted by farmers. This is
indicated by the fact that most LCS cooperatives in their first year of
operation used all of their available revolving funds to buy grain. Still,
only five LCS cooperatives are now functioning; they have traded through only
one complete buying and selling campaign; and the level of their marketing
activities is limited by very restricted working capital. More experience,
therefore,is needed before a definitive judgment can be made on the accepta-
bility of the revolving fund concept.

5. What characteristics do the intended beneficiaries exhibit that have
relevance to their adopting the proposed technology?

Altaough the education level of many of the Rwandan small farmers is not
very hign, they have been quick to take advantage of the newly introduced
technology. This high adoption rate is shown by a cooperative membership
which averages between 1,000 to 2,000 people. Rwandan farmers are familiar
with the concept of cooperative action, often joining together spontaneously
for specific endeavors, such as house construction. Therefore, their
familiarity with collective action has given the Rwandan farmer a useful
historical precedent on which the cooperative movement Has built.

6. What adoption rate has this project or previous projects achieved in
transferring the proposed technology?

The economic incentives proffered by this project have been primarily
responsible for the project's high technology adoption rate. Currently,
there are eight CGS cooperatives in operation and it is expected that twenty
to twenty three new LCS cooperatives will be in operation by late 1983, raising
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the (S total to thirty by the end of 1983. Hopefully, by the project's
complietion in 1987,fifty cooperatives will have been built and will be function-
ing. At present this goal seems attainable.

7. Will the project set in motion forces that will induce further exploration
of the constraint and improvements to the technological package proposed to
overcome it?

The GOR's objective is to establish a grain and storage cooperative in
each of Rwanda's 143 communes. In addition the establishment of a union, or
regional unions, of cooperatives has, from the beginning of the project, been
envisioned as a logical step in the cooperative movement in Rwanda. These
unions could serve as a communication linkage between memb=r cooperatives
(including non-LCS cooperatives) and GRENARWA for commercial networking.
Currently, several unions have already been formed and future union develop-
ment can be expected to occur naturally. Finally, due to high level of impact
which this project has had, AID plans to continue project support over the
long-term.

8. Do private input suppliers have an incentive to examine the constraint
addressed by the project and come up with solutions?

The project's greatest positive impact has been on strengthening the
private sector in rural Rwanda. The LCS program has opened up the possibility
of new commercial operations to a large body of market actors. Also since
the LCS cooperatives are actors in the private market, they can, and often do,
sell agricultural inputs and other merchandise which is bought from private
suppliers and resold to cooperative customers. Merchandise purchases have
included: farm tools; improved varieties of seeds; grain flours; clothing;
soap; candles and other small consuxer items.

9. What delivery system does the project employ to transfer the new techmnology
to intended beneficiaries?

Project execution is based around three distinct components: construction,
training and research. Training is an essential element in the delivery
system of this project, without which there would be no assurances that the
grain storage warehouses constructed under the project would be properly
managed and operated. This training has been conducted at several levels
(i.e., the national, prefectural, cormunal and cooperative), and when combined
with public spirit campaigns, to reach out to the small farming household,
have proven to be very effective in assuring sound project implementation.

To improve storage techniques, a delivery system has been developed which
provides for on~the-job training of cooperative managers and warehousemen.
An extension program is also planned that will work through the cooperatives to
reach the general membership by means of exhibitions and demonstrations.
Insecticide sales are also provided for through the cooperatives.



