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s. A ••••• the pot.ntial for .xpanding the proj.ct to includ. 
non-f.d.rated cooperativ •• and a new land mark.t financial 
compon.nt (including an •• timat. of the additional 
financial and t.chnical r •• ourc •• r.quir.d to implem.nt 
tha •• act1viti •• ). 

Th •• valuation t.am con.ilt.d of John H. t~gill, T.am L.ad.r; Iric G. 
N.l.on, Pinancial Analy.t; and Migu.l Ang.l Rivarola, Cooperative 
In.titution. Speciali.t. Pi.ld work for the .valuation wa. c~rried out 
betw~n s.ptemb.r 5 and October 17, 1989. During that time the t.am vilit.d 
all participating fed.ration., m .ampl. of participating cooperativ •• , a 
number of non-participating fed.ration. and cooperAtiv •• , r.pr ••• ntativ •• of 
both fed.rated and non-fed.rated cooperative organization., and Guatemalan 
gov.r.nment ag.nci •• r •• pon.ibl. for cooperative d.v.10pment and regulation. 
Th •• valuation t.am al.o conductad int.rview. with r.pr ••• ntativ •• of the 
cooperative d.v.lopment organization. (ceo.) making up the proj.ct 
con.ortium, and with Itaff and official. of oth.r DSAID/Guatemala rural 
d.v.lopment and cooperative proj.ct.. In addition, the t.am conducted a 
thorough r.vi2W of proj.ct documentation, including .tati.tic. compil.d on 
the variou. cooperative organization. participating in the proj.ct. 

Th. t.am wi.h •• to acknowledge the h.lp and .upport of the ceo., Guatemalan 
cooperative fed.ration. and cooperativ •• , DIAID/Guatemala .taff, and the 
.taff of the ,roj.ct Management Offic. of the COOperative Str.nqth.ning 
'roj.ct. Th.ir frank and open apprai.al of the proj.ct va. indl.penlabl. 
for gaining an adequate per.pectiv. on the project and it. accomplilhm.nt •• 
Th. conclu.ion. and r.c~ndation. contained in ~h. r.port~ howev.r, are 
the .01. r •• pon.ibility of the author., and do not n.c ••• arily r.fl.ct the 
opinion. of any of tb ... organization. or individual •• 
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Th. cooper.tiv. Str.nqth.ning Proj.ct r.pr ••• nt ••• ignific.ntly diff.r.nt 
.ppro.ch to cooper.tiv. d.v.lopment. It. focu. on improving .dmini.tr.tiv. 
and financial m.n.gement -- fir.t .t the fed.r.tio~ l.v.l .nd l.t.r in the 
individu.l cooper.tiv •• -- i. in .harp contr •• t to tr.dition.l AID-.pon.or.d 
cooper.tiv. d~v.lopment .ctiviti •• th.t focu. on .ith.r (.) organiz.tion and 
promotion 0... .·v) production, proc ••• ing, and maruting t.chnoloqi ••• 
Although tho ~1·0j.Ct d •• ign includ •• credit fund. to .upport cooper.tiv. 
bu.in •••• c .. ;iviti •• , th ••• h.v. not be.n u.ed to d.t.. Th •• tabilization 
program u... .n innov.tiv •• ppro.ch th.t doe. not directly grant r •• ourc •• 
to the c?oper.tiv •• , but fore •• them to -.arn- tho •• r •• ourc •• through • 
fiv.-y.ar implement.tion period. Fin.lly, .lthough • con.ortium of 
cooper.tiv. d.v.lopment organiz.tion. (ceo.) v •• contr.cted to provide 
t.chnical ••• i.tanc. for the proj.ct, few of the t.chnician. h.v. had .ith.r 
cooper.tiv. or cooper.tiv. d.v.lopment • .peri.nc •• 

1. Th. proj.ct'. g.n.r.l focu. on .daini.tr.tion and financi.l m.n.gement 
and it. .pecific .ffort. to .ddr ••• th ••• ar ••• are .ppropri.t •• nd 
•••• nti.l. 

• Th. h.rd-no.ed focu. on .dmini.tr.tion .nd fin.nci.l 
m.n.gement i. both .ppropri.t. and v.luabl., giv.n the 
curr.nt .t.tu. of the variou. cooper.tiv. group. in Gu.tem.l. 
(poorly man.~ and fi.c.lly troubled). Th. project h •• 
corr.ctly id.ntified and .ddr ••••• two major con8tr.int. to 
the long-t.ra viability of cooper.tiv. .nt.rpri... th.t h.v. 
been tr.dition.lly overlooked and are frequ.ntly the c.u.. of 
f.ilure in cooper.tive d.v.l~nt .ffort.. It v •••••• nti.l 
to ~l ... nt the .daini.tr.ti.. and financi.l r.forae before 
.ng.ging in oth.r proqram .ctiviti... vithout fundament.l 
r.forae 1n th ••• ar ••• , • tr.dition.l cooper.tiv. d.v.lopment 
.ppro.ch would h.ve been v •• ted. 

• Th •• ta))ilh.tion proqr .. i. well conc.ived and d •• iCJlled, .nd 
i. beginning to .how r •• ult.. Impl ... nting •• ta))ilis.tion 
proqram ov.r • five-y •• r period vith annu.l compli.nc. 
r.view. .ppear. to incr •••• the likelihood~h.t t~. proc ••• 
vill be int.rn.lised. Str.tching out the .tabilis.tion 
proc... ov.r •• v.r.l y •• r. giv.. ..ch participating 
feder.tion .nd cooper.tiv. the ttme to l.arn how to man.g. 
credit proqram. und.r rigid oper.ting .t.ndard.. Th. curr.nt 
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.ppro.ch to .tabiliz.tion provid •• the proj.ct with 
con.id.rabl. lav.r.g. ov.r the participant., and in.ur •• th • 
• xi.t.nc. of the fund .t the .nd of the proj.ct. 

• Th. focu. of the proj.ct on in.titution.l d.v.lopment i • 
•••• nti.l .nd .ppropri.t.. Tying di.bur.ement. of fin.nci.l 
r •• ourc.. to perform.nc. 1n thi. ar.. h.lp. in.ur. th.t 
ch.ng ••• r. b.ing int.rn.liz.d. How.v.r, .ctiviti •• to 
in.titution.liz. proj.ct v.lu •• , norm., .nd .ppro.ch •• -
.uch •• tr.ining, organiz.tion.l d.v.lopment, t.am-building, 
and .tr.teqic planning -- .hould become more int.n.iv •• 

2. Th. proj.ct .ppear. to be .chi.ving it. ~i.t. obj.ctiv •• of 
bringing about fundament.l chang •• in the .daif>; .• tr.tion .nd financial 
man.gement of particip.ting fed.r.tion. and cooper.tiv •• , 

• S.v.r.l fed.r.tion. and cooper.tiv •• h.v. initi.ted 
.iqnificant chang •• in polici •• , int.r •• t r.t •• , pricing, 
c.pit.liz.tion, .nd d.linqu.ncy-control procedur... Th. 
initi.tiv. for tho •• chang.. can be tr.ced to proj.ct 
initi.tiv •• and .ctiviti ••• 

• Th.r. i. .ub.tanti.l evid.nc. th.t the proj.ct i. h.ving • 
po.itiv. and .u.t.inabl. impact on individu.l .ttitud ••• nd 
pr.ctic •• r.l.ted to .dmini.tr.tion and financi.l m.n.gement 
.t both the fed.r.tion l.v.l and among ..-ber cooper.tiv ••• 
Th. participant. are r.c.ptive, int.r •• ted, and .v.n •• g.r to 
make the chang •• id.ntified through the proj.ct. 

• Th. project has h.d notic.abl. .ucc... in d.v.loping and 
r.inforcing an .ntr.pr.n.uri.l .ttitud. and ori.nt.tion in 
•• v.r.l of the particip.ting in.titution •• 

3. Th. ~l ... nt.tion of the project h •• been di.tinqui.hed by 
im.gin.tiv. int.rv.ntion., • methodologic.l .ppro.ch th.t h •• b •• n 
.ucc ••• ful in the .hort run, and an •• peci.lly compet.nt proj.ct t.aml 

• Th. t.chnic.l int.rv.ntion. of the project (.uch •• the work 
of the .oil .gronoai.t in rlCQlR and the .grona.i.t ••• iqned 
to rID.COVKRA), .v.n though not conte.pl.ted in the origin.l 
project d •• i9ft, are provinq to be • v.luabl. addition to the 
project. 

• Although the .tyl. of the project (. -blu.-print- mod.l 
involving ext.rn.lly tmpo.ed an.ly.i., planning, .nd 
~lement.tion) flout. conv.ntion.l wi.do. on the 
.ff.ctiv.n ••• of d.velop.ent ••• i.tanc. (loc.l particip.tion 
in problem identific.tion, go.l .. tting, and t.plement.tion 
i ..... nti.l for .u.t.inability), thi •• pp~o.ch .ppe.r. to be 
both .uited to and working in thi. .itu.tion -- .t l ••• t in 
the .hort run, and .t l ••• t •• far ... chi.ving u..di.t. 
proj.ct objectiv ••• 
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• Th.r. i. a .trong t.chnical and performance capability in the 
Proj.ct Management Offic. (PMO) team, among both Guatemalan 
and .xpatriat •• taff. 

1. Th. proj.ct ha •• ndured poorly d.fined obj.ctiv •• , d.lay. in 
implem.ntation and r •• ult. that have b •• n .low tQ mat.rializ.: 

• Th. ab •• nc. of a Proj.ct Paper mean. that obj.ctiv •• --
•• pecially goal., targ.t., lOPS condition., and the logical 
r.lation.hip between input., output., and achi.ving the 
condition •• xpected at the .nd of proj.ct -- ar. poorly 
d.fined. Th. -D •• i~ Document- i. not an adequate .ub.titut. 
for a proj.ct paper. Th. lack of a Proj.ct Paper ha. l.ft 
proj.ct implementation without AID'. po.ition on important 
i •• u •• and without an adequate •• t of monitoring indicator •• 

• Initial proj.ction. of the ~lementation .chedul. were 
ov.rly optimi.tic, giv.n the magnitude of the chang •• 
required of the participating cooperative group. and the 
number of organization. vith vhich the proj.ct had to work. 
Compl.tion of the initial fed.ratio~ diagno... and the 
d.v.lopment of approved ~l ... ntation plan. va. about nine 
month. behind originQl projection •• 

• Strict procedur.. adopted by the proj.ct -- including th~ 
time .pent in pr.paring document., diagno ••• , contract., and 
work plan. -- d.layed the .tart of a •• i.tanc. ~'fort. to both 
the fed.ration. and cooperativ... Stabilization and credit 
activiti •• were po.tponed until progr ••• had been 
demon.trated in in.titutional r.form.. Implementation of the 
.tabilization pro;r .. ha. been d.layed accordingly, with the 
r •• ult that only two of the .ix participating fed.ration. and 
15 cooperativ •• have r.c.ived .tabilization a •• i.tanc.. No 
credit fund. have y.t been di.bur.ed. 

2. Whil. the proj.Ct i •• ucceeding in introducing .ignificant chang •• , 
thr.. k8y weakn..... in the curr.nt proj.ct .ffort require furth.r 
con.id.ration and actions 

a. I •• afficieat ~t.e &ad "&Oa~... Th. time frame and r •• ource 
l.v.l of the project are inadequate to meet the .pirit of th. 
proj.ct obj.ctiv... Iy the .cheduled .nd-of-proj.ct, only a 
.ub •• t of the project'. obj.ctiv •• will hav •. been r.ached and 
in.uffici.nt time vill remain to .n.ur. the .u.tainability of 
r •• ult. in the ben.ficiary organization •• 



• D.v.loping. viable and .ffectiv. cooper.tiv. movement 
requir ••• long-t.rm .ffort and commitment, while thi. i • 
• • hort-t.rm proj.ct. Th~ type. of chang •• contempl.t.d 
by the proj.ct will require .n .xt.nded period of time to 
.dopt, .d.pt, and int.rn.liz •• 

e Th. proj.ct h •• not .dequ.t.ly d.fined the l.v.l of 
r •• ourc •• required to .ccompli.h it. m.jor obj.ctiv •• , 
including (.) the amount needed for .tabiliz.tion, (b) 
the amount needed for comput.riz.tion, (c) the amount of 
credit required. Stabiliz.tion fund. ar. in.dequ.t. to 
cov.r .xi.ting non-recov.rabl. loan •• 

• Th. proj.ct t... i. .pr •• d too thin due to the l.rg. 
number of in.titution. b.ing .upported. Imp.ct.t the 
primary cooper.tiv. l.v.l i. limited .inc. the proj.ct h •• 
only ju.t begun to work with individu.l cooper.tiv... It 
will not hAve worked with .nough b •• e-l.v.l cooper.tiv •• 
by the .nd of proj.ct to provide •• olid found.tion for 
the continued growth and .xpan.ion of the fed.r.ted 
lIIOVement •• 

b. Liaited Icope. Th. project •• it i. curr.ntly d.dgned doe. not 
.dequ.t.ly .ddr... the fundament.l .conomic i •• u. f.cing non
financi.l cooper.tiv.. -- .xi.ting bu.in ••• volume. ar. .0 low th.t 
r ... nu •• cannot be .xpected to .u.t.in .ffectiv. organiz.tion •• 
Th. proj.ct .180 f.il. to .ddr... .dequ.t.ly the policy and 
regul.tory .nvironment .ffecting cooper.tiv ••• 

• Th. project de.iqn did not includ. r •• oure.. to .ddr ••• 
productJ.on, proe ••• ing, and urkating probl •• , and did 
not includ. .uffici.nt r •• ourc.. to h.lp the f.d.r.tion • 
• nd cooper.tiv.. id.ntify and d.v.lop bu.in ••• 
opportuniti... Th ••• are .... nti.l if the .dmini.tr.tiv. 
and financi.l r.form. .n.cted in •• v.r.l •• ctor. 
(particularly nolCOVBJtA, PlDICOAG and oCXWt) .r. t::l be 
.aningful. 

• Th. project f.il. to .ddr... .ome of the f"ndament.l 
policy and regul.tory i •• u.. th.t are h.ving • neg.tive 
1IIpact on cooper.ti .. growth and d ... lop.ent. Th. role 
and d.fici.ncj .•• of IDCO' and IlfGlCO' h ... not iAen 
.ddr •• 8ed, ... n though the project d •• i9ft recognized the 
t.portance of t.proving the go .. rnment·. cooper.ti .. 
regul.tory .nvironment and provided limited r •• ourc.. for 
th.t purpo... Reforaing the regul.tory .nvironment will 
becOile ... n IIOr. i.IIportant in the futur., •• cooper.tiv. 
group. are .ncour.ged by the proj.ct to .ng.g. in 
caa.erci.l-ori.nted .ctiviti •• th.t ar.·not permitted 
und.r curr.nt legi.l.tion. 
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c •• uI~ataabili~y. The project i. not payinq .utticient attention to 
the i •• ue ot developinq a capacity within the cooperative 
in.titution. to .u.tain project activitie. and benet it. beyond the 
lite ot the project. 

e ?coject implementer. -- the COO., PMO, and USAID/Guatemala 
project manaqement -- are not payinq .utticient attention 
to the lonq-term implication. ot the project'. approach 
and .tyle. The project tend. to have a top-down approach. 
Propo.ed chanqe. are introduced trom out.ide in.te.d ot 
beinq qenerated with the active participation ot the 
in.titution. The •• and other characteri.tic. ot project 
implementation -- .uch a. the i.olation ot the PMO and it • 
• tatt trom the orqanization. they .Upport, the tendency ot 
PMO .tatt to do thinq. them.elve.; and the ab.ence ot 
lutticient traininq and orqanizational developme~t 
re.ource. to tran.ter the concept., method., and .kill. to 
the recipient orqanization. -- mitiqate aqain.t the 
internalization ot project norm. and methodoloqie •• 

e A. a con.equence, the evaluation team i. concerned that 
the re.ult. are not beinq .utticiently internalized to 
en.ure continued implementation ot the new proqrame 
tollowinq the end ot the project. The beneticiary 
orqani.ation. tend to view the project a. another proqram 
that i. beinq qiven to them rather than a. a re.ource that 
i. helpinq them to detine and implement their own proqram. 

The major conclu.ion. of the evalua~ion can be .ummarized a. tollow., 

1. The project i •• iqaiticantly ditterent trom traditional ccoperative 
development proqr ... tinanced by AID. 

2. What the project i. a~temptinq to accompli.h i. bo~h .iqniticant and 
valuable. 

3. The project i •• ucc ••• tully ·~·apli.hinq it. ~iat. obj.ctiv •• , 
and ha. ,ucceeded in intr.odu, 'iqniticant chanq •• in polici •• , 
attitude., aanaq ... n~ practil~~!, and tinancial manaqement. 

4. The project will not, however, accompli.h th. t.plied project purpo .. 
and other objective. within the currently approved time trame and 
re.ource level, 

a. Will have accompli.hed only part ot the work plan in the 
ted.ra~ion., 
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b. Will h.v. worked with only • limited number of cooper.t1v •• , 
and 

c. Will not h.v. worked with them long .nough to .n.ur • 
• u.t.1nabil1ty of r •• ult •• 

s. Th. proj.ct do •• not .dequ.t.ly .ddr •••• 0De of~th. m.jor 1 •• u •• 
impeding the growth and d.v.lopment of the cooper.t1v. org.n1z.t1on •• 

6. Th.r. are .0De 1nt.rn.l problem. with the proj.ct th.t, if r •• olv.d, 
would improve performanc •• 

7. Ixpand1ng the proj.ct to 1nclud. the cooper.t1v •• portion of the 
.gribu.1n ••• proj.ct and • land •• 1. compon.nt will .1qn1f1cantly 
incr •••• the l.v.l of .ffort required by proj.ct .t.ff. Th. 
f ••• ib111ty of 1ncorpor.t1ng th ••• compon.nt. 1. • function of 
.dm1n1.tr.t1v. c.p.c1ty and r •• ourc ••• 

Th. following r.commend.t1on. are divided into f~ur group., (1) the two 
major r.commendat1on. for improving project ~!8ment.t1on and imp.ct, (2) 
r.commend.t1on. r.l.t1ng to improving the ~ct of the proj.ct •• it 1. 
curr.ntly d •• 1qned, (3) r.commend.t1on. r.l.ted ~o .xpand1ng the .cope .nd 
purpo •• of the proj.ct, and (4) oth.r r.commend.t1on •• 

Pocu. OD ID.titutiOD.lisiDg Project Sea.fit.. Th. proj.ct n.ed. to b. more 
conc.rned with building the c.pac1ty of the fed.r.t1on. to r.pl1c.t. and 
cont1nu. project .ct1v1t1 •• -- th.t 1., the tran.f.r of t.chnology .nd 
pr.ct1c.l .k111. to the fed.r.t1on. and the 1n.t1tut1on.l1z.t1on of proj.ct 
norm., _thod., and procedur... Th1. .hould .ncOlllpa.. thr.. ..par.t • 
• ct1v1t1 •• , fir.t,. long-t.~ plan to r.t.1n PHD local prof ••• 1on.l. in 
the cooper.t1v • .av8ment onc. the project t.rm1n.t •• , .econd, gr •• t.r 
-.ph •• 1. on bu11diDg in.titution.l capacity in the fed.r.t1on. to carry out 
project .ct1v1t1 •• , and third, util1 •• t1on of • .ar. participatory .ppro.ch 
to d •• 1qning and providing t.chn1c.l ••• 1.tanc. to the cooper.t1v... If 
po •• 1bl. the project .hould di.per.. direct techn1c.l ••• i.tanc. function. 
into th. fed.r.tion •• 

IDC~" •• Poca. oa P~t.a~ Lev.l COope~.tiv... Th. project need. to .h1ft 
the -.pha.1. of it. .ctiv1t1.. f~a. .upport of the fed.ration. to .upport of 
b ••• -l.v.l cooper.t1v ••• In doing 80, OIAID/Gu.temal •• hould .1im1n.t. the 
r •• trict1on on working with only feder.ted cooper.t1v.. to permit the 
project to prov1d •••• 1.tanc. to 1nd.pend.nt cooper~ive. eh.t .r. 
1nt.r •• ted in und.rt.king .. riou. 1nt.rn.l r.fo~ and th.t have • high 
pot.nti.l for .ucc •••• 
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Cl.rifr Proj.et De.igu. USAID/Guatem.l. n.ed. to .nq.q. in • m.jor d •• ign 
cl.rific.tion. It n •• d. to d.v.lop • proj.~ p.per th.t cl •• rly d •• crib •• 
qo.l-l.v.l .nd purpo •• l.v.l obj.ctiv •• , L,d th.t .rticul.t •• the m.jor 
.lem.nt. ot the -d.v.lopment.l hypoth •• i •• - In particular, the proj.ct 
purpo.. and .nd-of-proj.ct-.t.tu. condition. need to be r.vi •• d .nd m.d. 
more .pecific. Th. red •• iqn .hould .1.0 tocu. incr ••• ed .tt.ntion on 
d.v.lopinq bu.in... c.p.city .nd volume. in the fed.r.tion. and th.ir 
.ffili.ted cooper.tiv ••• 

Ixt.ad the Lif. of Project. Th. proj.ct .ctivity compl.tion d.t. (PACD) 
.hould be ext.nded throuqh .t l ••• t the .nd ot the fir.t fiv.-y.ar 
.tabiliz.tion cycl. for the cooper.tiv •• in the proqram -- 1994. Ixtern.l 
t.chnic.l ••• i.tanc. .nd the life of the PMO .hould .1.0 be .xt.nd.d throuqh 
th.t d.t •• 

Iaer •••• laph •• i. oa Tr.iaiaq .ad Orgaai •• tioaal De •• lo~t. Th.r •• hould 
be • qr •• t.r emph •• i. on tr.ining, .tr.tegic planning, and orq.niz.tion.l 
d.v.lopment, and oth.r tran.f.r-of-t.chnoloqy t.ehniqu •• to r.inforc •• nd 
in.titution.liz. the chanq •• th.t h.v. been introduced by the proj.ct. In 
particular, the proj.ct need. to pl.c •• gr •• t.~ emph •• i. on u.inq tr.ininq 
•• • me.n. to g.D.r.t. initi.l con •• n.u. and und.r.tanding within the 
in.titution., d.velop tr.ined per.onn.l to continu. the new t •• k., and 
d.v.lop man.q.rial .kill.. Str.tegic planninq and bu.in ••• -opportunity 
id.ntific.tion and pl.nning are two oth.r •• pect. th.t need to be .tr •••• d 
to in.ur. the long-t.rm .u.t.inability of proj.ct-induced ch.~q ••• 

De •• lop • ~.iaiag .laa. Th. proj.ct need. to h.v. an over.ll tr.ininq plan 
th.t coordin.t.. • vari.ty of human r.eourc. d ... lopment .ctiviti •• 
including pl.nning, t.chnic.l tr.ining, man.q.ri.l d.v.lopment, and problem 
.n.ly.i. -- tor .11 of the p.rticip.tinq ted.r.tion.. R •• ourc •• to c.rry 
out the tr.ining can come from. vari.ty ot .oure •• -- the COO., u.s •• nd 
third-country participant tr.ininq, .nd the u •• of loc.l traininq 
in.titution •• nd program •• 

laere •••• tabili •• tioa co.poaeat. Fund •• lloc.ted to .tabiliz.tion h.v. 
been .xh.u.ted, yet the .tabiliz.tion problem. of the particip.ting 
orqaniz.tion. h ... Dot been r •• olved. An •• timated .ddition of $3 million 
i. required to ca.plete .tabiliz.tion .ctiviti... Although the 
.tabiliz.tion compon.nt .hould be incr ••• ed, the incr.... .hould not be .t 
the .xpen •• of the credit compon.nt. Credit i. the only compon.nt in the 
curr.nt project that dir.ctly .ddr ••••• the i •• u. of iDcre •• inq bu. in ••• 
volume. in the .gricultur.l cooper.tiv •• , and i ••••• nti.l for oper.tinq 
viable .upply and aark.ting oper.tion. in tho •• cooper.ti .... 

Di.bur •• Credit PaDd.. Th. proj.ct need. to begin to di.bur •• credit fund. 
to •• l.cted fed.r.tion. and cooper.tiv... In k .. piag with· the q.n.r.l 
philo.ophy of the proj.ct, .uch di.bur.ement •• hould be cont!nq.nt upon 
proqr ••• iv~ fulfillment of .dmini.tr.tiv. and tinanci.l oblig.tion •• 
Limited credit program •• r ••• peci.lly needed for rBCOAR &ad PBDICOVIRA. 
nNACOAC .hould not p.rticip.t. in the credit compon.nt of the proj.ct. 

I 

," 1;1/ 
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.xp.ad Raage of •• r.ic... Th. proj.ct n.ed. to off.r • bro.d.r rang. ot 
t.chnic.l I.rvic •• th.t .ddr ••• more compr.h.n.iv.ly the problem. and n •• d. 
of non-credit union in.titution.. Although the curr.nt focu. on 
.dmini.tr.tiv. and financi.l m.n.gement LDprov ... nt i. n.c ••• ery to .nlur • 

. proper .pplic.tion and maint.nanc. of r •• ourc •• , thi. doe. not .uffici.ntly 
.ddr ••• the long-t.rm i •• u •• f.cing many of the organiz.tion.. Curr.nt 
.ctiviti.. in thi. ar.. .hould .nt.r • maint.nanc •• nd r.inforcement pha •• 
in the •• cond h.lf of the proj.ct. 

Pocu. OD oea.r.tiag lu.t.iaabl. aa.ia ••• acti.iti... Th. proj.ct &hould 
focu. incr ••• ingly on g.n.r.ting .u.tainabl. bu.in... .ctiviti.. in the 
fed.ration. and th.ir member cooperativ... Th. non-fin.nci.l fad.ration • 
• nd cooperativ •• are pl.qu.d by low bUlin ••• volume., which .r. the r •• ult 
of • v.ri.ty of production, proc ••• ing, and marketing con.traint •• 
Addr ••• ing th... con.tr.int. requir.. .ddition.l r •• ourc.. in the ar... of 
.gricultur.l t.chnic.l ••• i.tanc. (which may be .. t through the employDent 
of loc.l ext.n.ioni.t.), proc ••• ing, and .arketing • 

... t:ructare tla. Pm. Th. PlIO .hould be r •• tructurad to bett.r man.g. the 
!ncr ••• ed worklo.d and the chang. in focu. on d.v.loping the bu.in ••• 
• ctiviti •• of the agricultur.l cooper.tiv ••• 1 ~h. PlIO need. to h.v. an 
.dmini.trativ •••• i.tant, ••• ction to man.g. financi.l r8.ourc •• (credit 
and .tabiliz.tion), ••• ction to man.g. the curr.nt in.titution.l 
d ... lo~nt .ctiviti •• , and • t.chnic.l divi.ion to .upport .gricultur.l 
bu. in ••• d.v.lopment. Th. cor •• t.ff of the PNO .hould, th.r.for., contain 
t.chnic.l ~i.li.t. th.t coordinat. technic.l a •• i.tanc. and oth.r 
r.aourc •• for .11 of the participating cooper.tiv. group.. At the .... 
time, the PlIO .hould h.v. anoth.r group of t.chnici.n. th.t are ••• iqned to 
work with lpecific fed.r.tion., if po •• Lbl., th ••• t.chnici.n •• hould be 
••• igned to work in the fed.r.tion. r.th.r than in the PHD offic •• 

Iacr •••• 'bort-~.ra Tecbaic.l & •• i.taac ... aaarc... Th. proj.ct d •• iqn 
nead. to includ •• hort-t.rm con.ultan:i •• in .peci.lized fi.ld •• uch •• 
c.ntr.l financ., .har. in.uranc., and variou. production, marketing, .nd 
proc ••• ing .cti.iti •• r.l.ted to the buain •••• id. of .gricultur.l 
cooper.ti.... Thi •• bort-t.ra ••• i.tanc •• hould be prOYided by the 
participatiIMJ COO •• 

Defia. th. Patan of til. Itabili •• tioa...... OIAID/Gu.t ... l. and the PII) 
need to d.fin. the future of the .tabiliz.tion and credit fund.. Thi. nead. 
to be decided well in .dvanc. of the PACD to .void in~fighting among the 

lThi. i. ..paci.lly true if the new ~nent. di.cu •• ed in the 
following ch.pt.r are added to the project. 
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cooperative organization. Mnd to i!,~.llr. that the !Dechani.m. for handling the 
tund. are in plac. betor. the fund. are di.tributed. 

Mak. Bett.r U •• of Itabili.atioa PuAd.. Th. proj.ct n •• d. to .xplor. 
alternative placement. and u ••• tor the .tabilization fund.. At pr ••• nt 
th... fund. are unl.v.raged and are inv •• ted in non-d.v.lopment r.lat.d 
activiti... Th. proj.ct .hould con.id.r l.nding th ••• tund. to qualified 
cooperativ •• , or u.ing the fund. a. a quarant .. to l.v.rag. additional 
.tabilization moni •• from local curr.ncy .ourc... on the oth.r hand, the 
proj.ct might al.o want to con.id.r inv •• ting th... in dollar-denominated 
in.trument. to prot.ct again.t probable tutur. devaluation •• 

•• tabli.b Mor. a.bitiou ••• rforaaac. ~arg.t.. Mor. demanding targ.t. and 
.tandard., •• pecially in t.rm. ot growth and .xpan.ion ot bu.in ••• 
activiti •• , .hould be .xacted trOlD the participating t.d.ration.. rlNACOAC, 
in particular, .hould be .ncouraged to •• tabli.h aggr ••• iv. mark.ting and 
.xpan.ion goal. -- it ha. been in a non-growth ·con.olidation· pha •• for the 
pa.t 15 y.ar.. Th. oth.r ted.ration. n.ed to be .ncourag.d to .xpand th.ir 
mark.t horizon •• 

Iapro •••• rforaaac. Moaitoriag. Proj.ct r.porting, monitoring, and 
perfo~anc. .valuation proc..... .hould be r.vi.ed to tocu. on 
accompli.hment. rath.r than activiti •• performed. Staft .hould be h.ld 
accountabl. tor achi.ving obj.ctiv •• -- not ju.t dOing work. Th. proj.ct'. 
work plan •• hould not be u.ed a. rigid document., th.y .hould be tl.xibl • 
• nough to acc.pt chang •• and ~.progrUllllling during the l'.ar. 

Defia •• ar ... t.r. of th. ca.put.r 'rogr_. Th. paramet.r. of the comput.r 
program are uncl.ar at tbi. tilDe. Th.re i. no cl.ar-cut IItatement of how 
many unit. are to be in.taUed, how they are to be paid for, or the budget 
needed to implement the project. Th ••• need to be articulated. Procurement 
and in.tallation need to be acc.l.rated. 

Iapro •• Project Coordiaatioa. CUrr.nt r.lation. among the coo. and among 
the expatriate .t&tt member. of the PHO are di.ruptiv. and need to be 
improved. A t.am-building approach may be u •• tul in improving the 
.ff.ctiv.n ••• of the 'NO .taft. Th. COO. them •• lv •• need to d.v.lop a mor. 
workable r.lation.hip for .upporting the proj.ct. 

I.pro ••• roject LiDkag •• with oth.r .rotr.... Th. proj.ct .hould attempt to 
utilize oth.r available r •• ourc •• , .uch a. "ac. COrp. volunt .. r. for dir.ct 
work in the cooperative., the PRO.IAG project to r •• olv. i •• u •• r.lated to 
int.rnational ..rketing, CIXD.C for local training, and VOCA a. a .ourc. of 
ehort-t.ra .peeialized technical a •• i.tanc •• 
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I. ~aui1A 

A. aack9r'Owad 

Cooper.tiv •• have b .. n • leq.lly r.cognized form of .nt.rpri •• in Gu.temala 
for more than 80 y.ar., •• the fir.t cooper.tiv. l.v v •• promulg.t.d in 
1903. Howev.r, it primarily cr •• ted tax and oth.r .dvant.g •• for individual 
priv.t •• nt.rpri ••• in.t •• d of providing. b •• i. for viable cooperative 
In.titution •• 

TABLI 1-1 

ACTIVB COOPIRATIVIS Ilf 1953 
BY SICTOR 

...................................... 
Con.Wller 
Credit Onion 
Ac.demic 
Arti.an. , oth.r. 
Agricultur. 

Total 

25 
19 

7 
6 
5 

62 

Th. popularly .l.cted gov.rn
ment. of Artv.lo and Guzmln 
(1944 to 1954) were more .up
portiv. of cooper.tiv. organiza
tion.. A COOper.tiv. Prcmgtion 
D.partment v.. cr •• ted, and by 
1953 • tot.l of 62 cooper.tiv •• 
were .cti .. in the country.1 
Th. gov.rnment. th.t followed, 
howev.r, were g.n.r.lly n.utral, 
if not ant.goni.tic, toward 
cooper.ti .... 

Th. Allianc. for Proqr ••• , the 
C.tholic Church, oth.r 
int.rn.tion.l mi •• ion., .nd 
O.S.-b •• ed cooper.tiv. 
d.v.lopment organiz.tion. (COO.) 
dir.cted .iqnific.nt r •• ourc •• 
toward cr •• ting and 

.tr.ngth.ning cooper.ti ... during the 1960.. Ho.t of thi. d.v.lopment 

.ffort focu.ed on rur.l ar ••• , •• cooper.ti ... were viewed •• • mean. of 
chann.ling •••• nti.l •• rvic •• and .timul.ting rur.l income growth. Ace ••• 
to .ourc •• of credit became • prime f.ctor in .timul.ting loc.l 
participation in the newly founded cooper.tiv. organiz.tion •• 

lCONPICOOP, ·Vi.u.liz.ci6n d.l Hovimi.nto COOper.tivos Ant.ced.nt •• y 
P.r.pectiv •• ,· Jun. 1989. 
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2. U_ID/Gaa~ ... la ud CDO .uppon. 

USAID/Guat~la beqan to .upport cooperative development in the mid-1960 •• 
The Mi •• ion provided .ub.tantial .upport to the na.cent credit union 
movement through a technical a •• i.tance contract with the Credit Union 
National Aa.ociation (CONA).l The.e activitie. led to a con.olidation of 
independent credit union. and the e.tabli.hment of a national credit union 
federation, ~NACOAC. A Mi •• ion-funded project with Agricultural Coopera
t~ve Development International (ACDI) led to the e.tabli.hment of .ix 
reqional agricultural cooperative. that compri.ed the rederation of Regional 
Agricultural Cooperative., or rzOOAR. 

The Mi •• ion continued to .upport cooperative development during the 1970. 
and 1980.. Both the Small rarmer Development Project 'and the Small rarmer 
Marketing Project, for example, focu.ed on cooperativea a. mechani.m. for 
channeling a •• i.tance to the rural poor. The rural cooperative. were al.o 
u.ed a. a .. chGni.m for di.tributing recon.truction a •• i.tance in the 
aftermath of the 1976 earthquake. The Mi •• ion .upportect an attempt by two 
of the cooperative federation. to create a joint cooperative marketing 
a •• ociation. 

Several recent project. -- notably the Agribu.ine •• , Dairy and COOperative 
Strengthening project. -- highlight the Ki •• ion'. continued intere.t in, and 
commitment to, developing cooperative organization. a. a mean. of improving 
fhe income and .ocio-economic .tatu. of Ouat~la'. rural poor. 

Guatemala ha. the fourth highe.t population growth rate in Latin America. 
Sixty-one percent of Guat~lan. live in rural area., and fifty-eight 
percent of the labor force i. directly employed in the agriculture .ector. 
However, the agricultural .ector generate. only 25 percent of the gro •• 
dome.tic product (GOP), reflecting the low productivity of labor in 
agricultur. compared to other .ector •• l The gro •• level of employment ha. 
remained r.latively con.tant .ince 1980, which .. an. that unemployment and 
underemployment rate. have ri.en during the period. Real GOP per capita 
peaked in 1980, and dropped 20 percent before levelling ott in 1986. The 
current 1 ... 1 i. equivalent to the OD. per capita of 1972. Saving. a. a 

2CUHA tran.ferred re.pon.ibility for it. international credit union 
development contract. to the World COuncil of Credit Onion. (WOOCU) in the 
early 1980 •• 

lRandy Stringer, -The Structure of Land Market. and Land O.e by rKCQAR 
Hou.ehold Kember.-, Land T.nure Center, Or.iver.ity of Wi.con.in-Kadi.on, 
Septe.ber, 1989. 
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percentage of GDP ha. been cut nearly in half .ince 1980, averaging betw .. n 
.even and eight percent in 1988.' 

The Quetzal wa. devalued 150 percent from it. fixed par value with the u.s. 
dollar in 1985. Exchange rate. have fluctuated between 2.50 and 3.00 
Quetzale. to the u.s. dollar .ince 1985. Inflation ha. av~~aged 20 percent 
per annum from 1985 to 1988, according to National In.titute of Stati.tic.' 
data. aetween 1981 and 1985, inflation wa. 5 percent per ann~ on the 
avera~e.5 uSAID/Guatemala e.timate. that inflation will be ~.5 percent in 
1989. 

Land di.tribution in Guatemala i. highly .kewed, le.. than 3 percent of the 
farm. account for 65 percent of the farmland. The Guateml.lan highland., 
which i. the mo.t den.ely populated region in the nation, al.o ha. the 
highe.t concentration of cooperative.. Le •• ~~an 35 ~rcent of the highland 
farma are large enough' to feed and employ the average highland family. At 
the .&me time, the number of landle •• rural dweller. (currently •• tim.ted to 
exceed 400,000) i. increa.ing. 

The land .ituation in the highland. i. clearly deteriorating. Between 1964 
and 1979, for example, the number of plot. that were inadequate to .upport a 
pea.ant family increa.ed from 47 to 66 percent of all f~. In 1964 the 
average -microfarm- had approximately 1 acre. By 1979, a. a re.ult of rapid 
population growth and a lack of acce •• to land market., the averaqe micro
farm .ise decrea.~ to 0.75 acre.. Reverthele •• , the.e highland micro farm. 
produce mo.t of Cuatemala'. vegetable crop •• ' 

The .o~ recent .tati.tic. on the Guatemalan cooperative movement were 
rele •• ed by the Confederation of Federated Cooperative. (OONPECOOP), in 
coordination with the government'. Rational Cooperative In.titute (INACOP), 
in late 1988. Thi. report li.t. 1,008 cooperative. in the country, with the 
highe.t concentration in the highland department. of Ch~ltenango, Quich6, 
Sololi, Quesaltenango, Buehuetenango and San Marco •• 1 According to 

, Victor SuAre., -Anali.a Kconomla del Pal.,- 11 Orifico, september 6, 
1989. 

5In.tituto de Inve.tigacione. Kcon6mica. y Sociale., Ioletln Icon6mica 
al Dla, UIAC (Univer.ity of San Carlo.), Guatemala, Auqu.t, 1989. 

'Two or .are man.ana. (about 3.5 acre.) are con.idered to be the 
minimum a.ount of land nece •• ary to .upport an average family. 

'stringer, 0R.cit. 

I Ro recent cen.u. ha. been conducted of the cooperative .ector. Many 
of the regi.tered cooperative., therefore, may not be viable or functioning 
entitie., and the .tati.tic. include inactive member •• 

http:ILrAf.ti
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COIlPlOOOP, 360 of th ••• 1008 cooper.tiv •• are in.ctiv.. At l ••• t 10 perc.nt 
of the tot.l r.ported member.hip of 218,595 i •• 1.0 con.idered in.ctiv •• ' 

Th. Gu.temalan cooper.
t i v. movement i. predom
inantly rural. A. can 
be ... n in Table 1-2, 
the large.t number of 
reqi.t.red coo~r.tive. 
(485) i •• ng.ged in 
&gricultur.. Iven 
though mo.t member. 
belong to credit union., 
th... are .1.0 primarily 
rur.l in.titution •• 
Only thr.. credit union. 
are loc.ted in Guatem.la 
City, .nd me.t •• rv. a 
predominantly rural mem
ber.hip b •••• 

Approximat.ly 300 of the 
.ctiv. cooper.tiv •• in 
the country are 
.ffili.ted with on. of 
10 cooper.tiv. feder.-
tion.1 rlKACOAC (credit 
union.), PlCOAR (agri-

TULI 1-2 

CORRINT DISTRIBUTION or COOPERATIVES 
IN GOATEMALA 

• ••••••••••••••••••••••••••••••••••••••••••••• 
Cooper.tiv. Number of Numb.r of 

S.ctor COOper.tiv •• Memb.r. 

------------------ ------------ ---------Credit Onion 204 128,970 
Agriculture 485 52,483 
Con.Ulller 137 24,145 
Hou.ing 73 8,778 
Production 72 2,186 
Tran.port .nd 37 2,033 

Speci.l s.rvic •• 
------- --------

Tot.l. 1,008 218,595 

---------------------------------------------
Sourc.1 IRAOOP/CONPICOOP, 1988 

cultur.), ARDXCO (uti.an cooper.tiv •• ), rm~ (con .... r cooper.tiv •• ), 
raolCOAG (.gricultur.), rlDlCOVKRA (.gricultur.), PlDIPIICA (fi.h.ri •• ), 
PlNACOYI (hou.ing), PlCOKIRQ (.gricultur.) .nd rlDlCOCICOA (.gricultur.). 
Although thi. r.pre.ent. only 30 perc.nt of the tot.l number of reqi.t.red 
cooper.tiv •• , th ••• tend to be the larger and .tronger cooper.tiv ••• 10 A. a 
~e.ult, the fed.r.ted cooper.tiv •• r.pr ••• nt nearly 50 percent of the .ctive 
cooper.tive., and 72 perc.nt of the total cooper.tive membenhip in the 
country. Hoet of the 360 1n.ctiv. cooperative. (88 percent), and lDO.t cf 
the r.portedly inactiv. cooper.tiv. II*Iber. (85 percent), are found in th .. 
non-fed.r.ted cooper.tiv ••• 

Tabl. 1-3 pre .. nt. ba.ic .t.ti.tic. for the fed.r.ted cooperative .ector. 
Ae in the ca. of the overall IIIOv .... nt, howev.r, the ••• t.tietic. are 

'Iddi. P.rda.o, -•• tudio Icon~ico par. 1. Cr.aci6n d. un. Impre.a 
A.equrador.-, Cooper.tiv. Strength.ning ProjeL~, June 1989. 

l°Some of the lIIO.t .ucc ••• ful cooper.tiv •• , howev.r, .uch a. CUatro 
Pino. aDd Inmacul.da Concepci6n, are not .ffiliated with oae of the national 
f.ed.r.tion •• 
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.omewhat que.tionablel the number of viable cooperative. and active member. 
i. con.iderably lower . 

... nww.n 

TABLE I-3 

CHARACTIRISTICS or nDIRATBD COOPIRATI'.~ SYSTEMS 

•••• a •••••• 3 •••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

Number NUmber Percent of 
Year Principal of of Total 

rederation Pounded Activity Coop. Member. Member. 

---------- ------- ----------- ------ -------- -----------
rBRACOAC 1963 Credit Onion. 68 104,061 47.6 
nCOM 1973 Agriculture 6 10,456 4.8 
nCOHlRQ 1965 Agriculture 12 9,152 4.2 
rBCICOCAGOA 1969 Coff .. 67 7,837 3.6 
nDICOAG 1968 Agriculture 46 7,697 3.5 
nDlceoR 1972 Con.Wller 34 7,208 3.3 
nClCOVlRA 1976 Coff .. 28 5,617 2.6 
rBKACOVI 1977 Bou.ing 20 3,213 1.5 
AR'l'IXCO 1976 Arti.an. 22 1,725 0.8 
nDIPISCA 1977 rhhing 3 76 -------- ------

Total 306 157,042 71.8 

--------------------------------------------------------------------Source, IIfACOP/COIPICOOP (1988), aDd Project Kanag8ment Office. 

The.e federation., in turn, are allied under the aegi. of the Confederation 
of rederated Cooperative. (CORl'lCOOP), which wa. founded in 1977. 
CONPIOOOP'. p~incipal role. have been to .erve a. a forum for integrating 
the federated cooperative .y.t .. and for repre.enting the intere.t. of the 
federated cooperative movement before the Guatemalan government. 

Another recently for.ed organization, the Grand Union of Kon-rederated 
Cooperath.. (GUCOlfOn), cla1ae to repre.ent the non-federated r.ooperative 
movement. Independent cooperative. account t.or only a ... 11 minority of all 
cooperative .-.ber., however, and the .tron~er independent cooperative. 
(.uch a. CUatro Pino. and Inmaculada coneepei6n) have no affiliation with 
GUCOlIOR. GUOOIfOn ha. been active u 10bDying the government during recent 
con.ideration. of a propoeed new cooperat~ve law that would, among other 
thug., legally recognize GUCONOn a. an organization parallel to CONPICOOP. 

Two public-.ector in.titution. regulate and .upervi.e the cooperative 
.ector. one, the National In.titute of Cooperative. (IRACOP), wa. created 
in 1979 to centralize all non-financial public program. related to coopera
tive.. IIACOP i. re.pon.ible for promoting and regi.tering cooperative., 
and for providing advi80ry a •• i.tance and education. The .econd -- the 
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In.pector Gen.r.l of COoper.tiv •• (INC.COP) -- w •• cr •• ted •• an ind.pendent 
.g.ncy in 1988. 11 It i. r •• pon.ibl. for .uditing cooper.tiv. organiz.tion •• 
Curing 1988, INGEOOP reported h.ving .udited more than h.lf of the regi.
t.red cooper.tiv. organiz.tion.. Both INAOOP and INGICOP .re financi.lly 
and t.chnic.lly w.ak. 

Thr .. r.c.nt hi.toric.l .v.nt. h.v. h.d .ignificant impact. on cooper.tive. 
in Gu.temal.: the r.con.truction .ffort. following the 1976 .arthquak., the 
wid •• pr •• d .oci.l and politic.l viol.nc. of the l.t. 1970. and .arly 1980., 
and r.c.nt public policie. de.iqn .t winning politic.l .uppor.t. 

pollowing the dev •• t.ting e.rthquake of 1976, cooper.tive. reduced norm.l 
oper.tion. and concentr.t~ on emergency r.lief. Both the government .nd 
intern.tional donor .gencie. u.ed the cooper.tive movement .~ • channel for 
di.tributing fund •• ~d m.t.ri.1G for r.li.f and r.con.truction to the rur.l 
.ector. In many c •••• the cooper.tiv •• f.iled to r.cogniz. th.t •• loan 
r.th.r than grant ••• i.t.nce. In oth.r c •••• th.y f.iled to di.bur •• the 
loan. car.fully or to charg •• dequ.tely for the •• rvic... A •• re.ult, 
oper.ting 10 •••• and d.linquencie. incr ••• ed, and many of the cooper.tiv •• 
• uffeEad .ignificant d.c.pit.liz.tion. Between 50 and 75 perc.nt of the 
out.t.nding b.d debt of the fed.r.ted cooper.tiv •• can be tr.ced dir.ctly to 
the r.con.truction effort. 

Th. politic.l viol.nc. in rur.l Gu.temal. during the l.t. 1970. and early 
1980 ••• riou.ly d ... ged the cooper.tiv. mo .... nt. COuntl ••• number. of top 
and middle 1 ... 1 lUIl.g.r., •• well •• _aber., were killed or forced to ne. 
the country. .concaic .ctivity declined pr.cipitou.ly iD the countrylid •• 
"-ber.hip declin •• c.u.ed incn •• ed oper.t1Dg 10 •••••• the vol.-. of 
oper.tion. f.ll. C.linqu.ncy .nd irrecov.rabl. lo.n. incr ••• ed ••• re.ult 
of the d •• th or migr.tion of member.. Soci.l program. initi.ted to .upport 
widow. and orphan. of tbil .poch were an .dded dr. in on limited financi.l 
r •• ourc... 8y the mid-1980. the cooper.tiv. movement w •• in •• t.t. of 
di.arr.y -- it. economic ba •• d •• troyed and it. l •• d.r.hip p.ychologic.lly 
and phy.ic.lly intiai4ated. 

Th. r.c.nt public policy .nvironment h.. .1.0 cr •• ted probl... for tb. 
coopar.ti .. .o. ... nt. !be public .ector .griaultu&al d ... lopment bank, 
BAND.SA, a pr1aary IOUrC. of credit to cooper.ti ... and rural produc.r., h •• 
contributed to cooper.tiv •• ' probl ... through it. incon.i.t.nt l.nding and 
.rr.tic collection. Thi. problem i .... c.rb.ted by t~ goY.rnment'. 
t.ndency to chann.l politic.lly .xpedi.nt, poorly conc.ived and poorly 
.dmini.t.red BAND.SA loan. througb the cooper.tiv... Oft.n con.id.red by 
the cooper.tiv •• and th.ir member. to be gift. r.th.r than loan., cooper.
tiv •• are typic.lly in d.f.ult on th ••• loan., and cooper.ti .. .ember. in 
turn are highly d.linqu.nt on r.paying the .... fund.. In r •• pon •• to the 
high d.linqu.ncy in it. cooper.tiv. loan portfolio, -BAND.SA h •• denied 

l1prior to 1988 Im.COp functioned •• a lectioD of IDCOP. 
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further credit to cooperative. that are in arrear. on previou. loan., and 
ha. begun to initiate collection effort •• 

3. CUrreDt lituatioD 

When the Cooperative Strengthening Project wa. de.igned in 1985, therefore, 
the cooperative movement in Guatemala wa. weak and di.organized. Many 
coo~rative. had cea.ad to function a. effective in.titution.. Leader.hip 
wa. weak, the capital ba.e of the movement. had been .eriou.ly erodad, 
member.hip wa •• taqnant or declining, and there wa. a .eriou. doubt a. to 
whether the movement. could regain their role in providing .ervice. to the 
rural population. 

r~ 
I 
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Cooperativ •• have tradition.lly be.n import.nt a. mecha~i.m. for chann.linq 
credit and •• rvic •• to farmer. and rural communiti •• in Gu.tem.la. In many 
communiti •• , cooperativ •• r.pr ••• nt the only in.titution. off.ring hiqh
ri.k, low-profit •• rvic •• to the rur.l poor, private .nt.rpri ••• and 
gov.rnment in.titution. hava h.d only a limited outr •• ch in much of rural 
Gu.temala. 

By the mid-1980., wh.n the COOperative Str.ngth.ning Proj.ct w •• d •• iqned, 
the Gu.temalan cooper.tiv. movement h.d .uff.red ••• riou. d.clin.. A 
d.c.d. of n.tion.l politic.l viol.nc. and high l.v.l. of infl.tion, coupl.d 
with outdat.d cooperative philo.ophi •• and inappropriate man.qement poli-
ci •• , h.d l.ft the movement. financially weak and r.lativ.ly in.ff.ctiv •• 
Th. movement had lo.t much of it. l •• d.r.hip, and w •• ch.ract.rized by larqe 
fin.nci.l and member.hir :.0 •••• , operating 10 •••• , hiqh loan d.linqu.ncy and 
d.c.pit.lization. With aeclining .xt.rn.l donation. and incr ••• ingly .carc. 
conc ••• ionary credit, •• rvic •• to member. h.d been .harply curtailed. 

Th. COOperative Str.ngth.ning proj.ct12 wa. initi.ted in 1986 to h.lp 
r.vitaliz ••• v.r.l rur.l-ori.nted cooper.tiv. movement.. P •• t .ucc ••••• in 
Mi •• ion-funded cooper.tiv. d.v.lopment project. -- notably the raRACOAC and 
FlOOAR d.velopment program. of the 1960. and 1970., the saall rarmer 
D.v.lopment Project and the Small rarmer Marketing Proj.ct., .nd the 
cooperative compon.nt. of the Agr1bu.in ••• project -- and the ev.r-continu
ing difficulty of d.v.loping .ff.ctiv ••• rvic. d.livery mechani ... through 
public .ector progr ... , .upported a beli.f th.t cooper.tiv •• r.pr ••• nted • 
pot.nti.lly viable and .ff.ctive w.y to ca.pl ... at iacon.i.t.nt gov.rnment 
progr ... and chann.l r •• ourc •• to the rur.l popul.tion. USAID/Guatem.la 
viewed the proj.ct a. a r.lativ.ly high-ri.k .ffort, but on. that wa • 
•••• nti.l to r ... tabli.hing .ff.ctiv. ..rvic. d.liv.ry to margin.l rur.l 
popul.tion •• 

A. ~.rget I •• titutio •• 

Th. Cooper.tive Itrength.ning Project work~ vith the -fed.r.ted- cooperative 
movement of Qu.t ... l., pr ••• rv.tion and impro .... nt of the fed.r.ted 
.tructure i •• k8y •• pact of the project' •• t~ateqy. Thi. foeu. va • 
•• l.cted bec.u .. the fed.ration. r.pr •• cnt v.rtic.lly integrated .tructur •• , 
.cono.i •• of .cal., r.pr ••• ntational .tr.ngth, • r.l.tive degr .. of in.titu
tional d.v.lopment, and the ability to .chi.v. a multipli.r .ff.ct beyond 
the life of the project. 

12xnown in Spani.h a. the Proyecto rortalec~i.nto Cooperati90 (prC). 

I 
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support of b ••• -l.v.l cooper.tiv.. i. und.rt.k.n in cooper.tion with the 
fed.r.tion., emph •• izing the involvement of the fed.r.tion. in .ctiviti •• 
with th.ir .ffili.t... Th. d •• ired re.ult i. th.t the .trenqth.ned federa
tion. will be able to bett.r ••• i.t and .trenqth.n member cooper.tiv.. on an 
ongoing b •• i.. Individu.l, non-fed.r.ted cooper.tiv •• are not .uppor~.d 
throuQh the proj.ct. • 

A. initi.lly planned, the proj.ct w •• to work with only the thr ... trong •• t 
fed.ration.z PBNAOOAC, PBCOAR, .nd rlDICOCAGOA. 13 A. implement.tion of the 
project began, how.ver, CONPICOOP in.i.ted th.t the proj.ct h.d to b • 
• v.ilabl. to .11 it. member fed.r.tion.. Only PBNACOVI, the hou.ing 
cooper.tiv. fed.r.tion, and PBDIPISCA, which w •• in.ctiv., were .xcluded. 
PBDIOOCACOA l.t.r d.clined to participat •• fter r.c.iving • large don.tion 
from the Konr.d Ad.n.ur Pound.tion. Sev.n fed.r.tion. -- nNACOAC, nCOAR, 
AR'1'BXCO, nDICOVERA, PlD!COAG, nD!CCON and nCOHBRQ -- .ntered into the 
proj.ct, .lthough PlCOMERQ l.t~r withdrew wh.n it w •• unable (or unwilling) 
to comply with proj.ct .tandard •• 

•• oeaer.l Obj ec:tb •• 

Th. g.n.r.l obj.ctiv. of the proj.ct i. to .tr.nqth.n the •• nic. d.liv.ry 
and .an.qement c.pabiliti •• of participating cooper.tiv. org.niz.tion., 
b •• ed on the ••• umption th.t the cooper.tive movement offer. the be.t 
..chani.. for chann.ling •• nic.. and re.ource. to margin.l .eqment. of the 
rur.l popul.tion in Gu.t .... l.. Ace ••• to improved and .xpanded •• nic •• 
through the cooper.tiv •• i. con.id.red to be •••• nti.l for .chi •• ing on. of 
DSAID/Gu.t .... l.·. bro.d.r objectiv •• , which are to incr •••• rur.l family 
inca.e. and productivity. 

Th. .cope and focu. of the proj.ct were •• tabli.hed in two •• p.r.t. .tudi •• 
of the cooperative fed.r.tion. -- on., •• tudy of the need. of the credit 
union fed.r.tion (PINACOAC) th.t w •• carried out in 1985, the .econd, a 
par.ll.l .tudy of the problem. and need. of oth.r cooper.tive fed.r.tion •• 
Th... .tudi.. indic.ted • common •• t of problem. throughout the variou. 
cooper.tive eector •• 

• High loan d.linqu.ncy and weak credit .dmini.tr.tion, 

• Low profitability and poor oper.tion.l and pricing polici •• , 

• Dec.pit.liz.tion due to •••• t 10 •••• , in.dequ.t. r ••• ning and 
.arning. r.t.ntion polici •• , member withdr.w.l. and d.bt 
&IIOniz.tion, 

130SAID/Gu.tem.l. h.d •• rli.r been in.trument.l in •• tabli.hing and 
.tr.nqth.ning both nNACOAC and rlCOAR. 
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• Big-h 1.v.18 of ri.k in the .y.t_ due to in.uffici.nt l.v.l. of 
r.t.ined .arning. and r ••• rv •• r.l.tiv. to member .h.r.. and 
liabiliti •• to third p.rti •• , 

• Poorly paid and train.d .t.ff and l •• d.r.hip, frequ.ntly 
employing only the mo.t rudimentary t.chniqu •• of fin.nci.l and 
oper.tion.l man.gement; and 

• In.dequ.t •• xt.rn.l regul.tion of cooper.tiv •• and credit 
union., oft.n combined with • l.ck of .ff.ctiv. intern.l 
control. and financi.l di.ciplin •• 

a •• ed on th ••• an.ly ••• , USAlD/Gu.temal •• pproved • proj.ct to .ddr ••• thr •• 
of the primary we.len ••••• of the cooper.tiv •• y.t_ -- poor and in.p
propri.t. m.n.gement polici •• and pr.ctic •• , poor int.rn.l c.pit.liz.tion, 
and • l.ck of liquidity. To .ccompli.h thi. the proj.ct provid ••• combin.
tion of t.chnic.l ••• i.t.nc., tr.ining .nd policy guidanc., .long with 
inv •• tment credit and rec.pit.liz.tion fund •• 

c. Go.l. ADd Objecti ••• 

Th.r. i. no .pproved Proj.ct P.per for the COoper.tiv. Str.ngth.ning Pro
ject. A •• r •• ult, th.~. i. no .ingl., con.i.t.nt and offici.l d •• cription 
of the project or it. objectiv... St.tement. of the proj.ct'. Go.l., 
Purpo ••• and OUtput •• ppear in •• v.r.l diff.r.nt document •• 1' Unfortu
n.t.ly, th ... d •• cription •• ary in .tructur. and degr .. of .pecificity, .nd 
do not pro.id •• con.i.t.nt d •• cription of the project. 

Th. following .t.t ... nt. of the go.l. and objecti ... of the COOper.tiv. 
Str.ngth.ning Proj.ct are r.con.tructed from the v.riou. docum.nt., org.n
ized to fit into. -Logic.l rramework.- 15 

1. pnjeR Goal 

Th. go.l of the proj.ct i. to incr •••• rur.l income. and productivity. Th. 
PID t.nt.ti .. ly id.ntified •• v.r.l go.1-1.v.l indic.tor., including I 

l'Rel .. ant project document. includ. the -Project Id.ntific.tion 
eocu.ent,- (PID) d.ted Kovember 15, 1985, the -COoper.ti .. Str.ngth.ning 
Project I C..i9ft DocuMnt.tion, V01WDe I- prep&J:'ed by NOCCU 111 Jun. 1986, 
and the COoper.tiv. Agr .... nt between USAID/Gu.temal. and PIKACOAC, d.ted 
Augu.t 1986. 

15Th• -Logic.l rramework- i •• planning methodOlogy d.v.loped by A.I.D. 
in the l.t. 1960. and .arly 1970.. Properly u.ed it i •• powerful tool for 
•••••• ing the int.rn.l logiC, f ••• ibility and pot.nti.l impact of • d.v.lop
_nt project. 

http:documents.14
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e Incr.a.ed equity holding. in the cooperative., 
e I~anced •• curity for .aving. and capital .har •• ; 
e Improved ace ••• to farm input., mark.ting opportuniti •• and 

u •• ful information r.lated to production d.ci.ion., and 
• Mor. d.fined, ord.rly and r.liabl •• ourc •• of credit for 

productiv. purpo •••• 

With the po •• ibl •• xc.ption of the fir.t item in the li.t, how.ver, th ••• 
are not appropriate indicator. of incr.a.ed income or productivity. If 
anything, th.y more appropriat.ly indi~at. ~rovement. in the cooperative 
in.titution. them •• lve. -- financial .tability, improved •• rvice. and 
.xpanded credit operation. -- than an impact on member income and produc
tivity growth. 

Indicator. of goal achievement in other project document. are limited to 
-farm income- and -farm production,- and the mean. for verifying th •• e are 
equally vague and non-tmplementabl •• 

2. Project PaI'pO.e _eI 8Dd-of-Pl:Oject aut. •• 

The purpo.e of the project i. to develop a viable, efficient and eff.ctive 
Guatemalan cooperative movement (including federation. and their affiliated 
cooperative.) that i. providinq effective and needed .ervice. to rural 
ca..unitie. and ... 11 farmer •• I ' Thi. i. to be accompli.hed through· 
.trengthening the managerial and .ervice capabilitie., and the bu.ine •• 
perfo~ce, of .elected corJperative federation. and their affiliated 
cooperative.. -Viable,- -efficient,- and -.ffective- are thu. defined a. 
well-.anaqed, financially .ound and econa.ically profitable organization. 
that. are pro.iding high-quality, needed .er.ice. to their member. (cooper
ativ.. in the ca.e of the federation. and individual. in the ca.e af the 
cooperativ •• ) • 

In the Logical Pramework .y.tem, the -Condition. Expect.d at End of 
project,- or the -Ind of Project Statu.- (lOPS), are the condition. that 
indicata that. the project purpo.e ha. been .ucce •• fully achieved. Becau.e 
the project purpo.e i. t.o create well-managed, financially .ound and econom
ically profitable organization. that are providing high-quality, needed 
.ervice. to their ..-ber., the .oPS .hould contain a li.t.iDg of condition. 
that indicat.e good aanagement., financial .oundne •• , econaaic protitability 
and quality .. r.ice provi.ion. Purt.hermore, indicator target. .hould 
.pecify a planned progre •• ion toward accompli.hing tho.e condition., from 
the original deficient to the final targeted condition, over the life of the 
project. Unfort.unat.ly, none of the proj.ct documentation -- n.ith.r the 
planning and obligat.ing docu.ent. nor the curr.nt work plan. -- contain an 
adequate d •• cription of t.h. condit.ion. that .ignify a .ucc ••• ful proj.ct.. 

l'Although li.t.ed a. a -.ubgoal- in the PID, thi. i. actually a reword
ing of the project. purpo.e .tatement in the .&me document. -Project 
Identification Document,- p. 9. 
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In the PID, indic.tor. of BOPS condition. included. 17 

• A g.n.r.l incr •••• in m.n.gement .ffici.ncy; 

• New and bett.r trained man.g.r. hired, pr •• ~nt m.n.g.r. with 
improved .kill. in .ccounting, man.g.ri.l ff, ·lsnc., m.rk.ting, 
per.onn.l, organiz.tion; well-tr.ined .t.ff, with. 
prof ••• ion.l .ttitud., m.n.ging lo.n portfolio •• nd c.pabl. 
of r.vi.wing .nd proc ••• ing lo.n requ •• t. on th.ir financi.l 
merit, 

• OV.rall improvement. in financi.l performance (improved 
financi.l profitability, fewer d.linqu.nt d.bt., r •• lizabl • 
• ccrued int.r •• t r.c.ivabl., incr ••• ed and improved •••• t 
•• rning b ••• , incr ••• ed •• rning •• nd high.r r ••• rv •• ), 

• Improved polici •• on int.r •• t p.id on •• ving., int.r •• t 
charged on lo.n., qu.r.nt •• requirement •• nd coll.ction 
procedur •• ; 

• Improved fed.r.tion .nd cooper.tiv. financi.l oper.tion., 
including bett.r loan placement and coll.ction t.chniqu •• , 
r •• ulting in more •• cur. loan. and l •••• ned d.linqu.ncy, 

• Credit man.gement, loan pl.c ... nt and coll.ction, .uditing, 
.-ploy .. ben.fit and pra.ction, and oth.r pelici.. .tr.nqth
.ned, 

e & definite change in extem.l qoyernaant pelici ••• 

Th. proj.ct d •• ign document t.nd. to li.t non-financi.l .nd-of-proj.ct 
indic.tor. in t.rma of project output. and input. (-growth and div.r.ific.
tion ar ••• id.ntified- .nd -pilot/oth.r .ffort. und.rway to .xploit identi
fied opportuniti •• ,· for ex.-pl., in.t •• d of ·incr •••• in non-tr.dition.l 
income •• • perc.nt.ge of tot.l inca.e· •• indicator. of income diver.i
fication). Th. confu.ion oy.r purpo.e-, output- and input-lev.l indic.tor. 
in the d •• iqn document.tion obfu.cat •• rath.r than clarifi •• the proj.ct'. 
lo;ic and rational •• 

17 1IU.sI., p. 14. 
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3. TIl. .,. •• lopiellta1 BJPOth •• h 

Th. key ~d.v.lopmant.l hypoth •••• • 1 •• .em to b.1 

•• It cooper.tiv. organiz.tion. are d.liv.ring high-qu.lity, 
t.irly-priced, needed •• rvic •• to th.ir member., th.n the 
m~~. will be able to lower unit co.t. of production, h.v. 
high.r l.v.l. of production and productivity, .nd b. able to 
market th.ir product •• t • fair.r pric.. If thi. i. the 
c ••• , th.n rur.l productivity and income will incr ••••• 

b. Str.ngth.ning the man.g.ri.l, financi.l and •• rvic. c.pac
iti •• of the n.tion.l fed.r.tion. i. both •••• nti.l to, and 
the me.t .ffici.nt w.y of, improving the man.gem.nt, 
tin.nci.l .tability .nd qu.lity of •• rvic •• provid.d by the 
cooper.tiv ••• 

Th. fir.t hypoth •• i. ju.titi •• the u •• of cooper.tiv ••••• mach.ni.m tor 
improving rur.l productivity .nd income. Th ••• cond ju.tifi •• the r.tion.le 
for the proj.ct'. working through the n.tion.l fed.r.tion •• 

• • .raj act tapat. 

Th. proj.ct w •• initi.lly d •• iqned ••• fiv.-y.ar .ftort, with • Proj.ct 
Activity COmpl.tion D.t. (PACD) of June 1991. Th. t.chnic.l a •• i.tanc. 
compon.nt w •• programmed •• a thr .. -y.ti .ffort th.t beg.n in Jun. 1987 and 
i •• cheduled to t.mb.t. in M.y 1990. 1 Figur. 1 .how. the di.tribution of 
project r •• ourc •• by ~jor funding c.tegory. 

Approx~t.ly 58 perc.nt ($6 395.0 million) of the tot.l budg.t i. for 
Rprogram-r.l.ted- .xpen •••• 26 Thi. includ •• $2.5 million for .tabilization, 
$2.8 million for credit, and $1.0 million tor in.titutionml d.v.lopment. 
In.titution.l d.v.lopment cov.red tr.ining, c.pit.l improvem.nt., .ub.idi •• 
and local t.chnic.l ••• i.tanc •• 

RProj.ct R expen ••• , required to implement the proj.ct, included t.chnic.l 
••• i.tanc., USAID project man.~nt •• rvic •• , and Proj.ct Man.gement Offic. 
axpen.... !be int.rn.tion.l technical ••• i.tanc. portion cov.red the co.t. 
of both the technician. and home of fie •• upport and ov.rh •• d. 

l'In t.rm. of the A.I.D.'. Logic.l rramework Sy.tem, the Rd.v.lopment.l 
hypoth •• i.· i. the major ••• ~ion th.t t •• t. wh.th.r or not .chi.ving the 
proj.ct purpo •• will, in f.ct, h.v. an t.p.ct on the .t.ted go.l •• 

1tln the original proj.ct d •• iqn t.chnic.l ••• ~.t.nc.'w ••• 1.0 .ched
uled for five y.ar.. Th. tilDe period and budg.ted amount w.r. reduced 
during contract negoti.tion •• 

20D• fined h.r ••• fund •• pent within the ben.fici.ry org.niz.tion •• 

http:expenses.26
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PROJECT RESOURCES 
Current Budget Estimate 

AID ..... g.lI.nl 
'5BD,DOD 

P .... O. 

Ugl,OD~Odlli 

SllDlllUtlOIl 
12,500,0 DO 

Figure 1 

Cr.dlt 
U.100,DOD 

Ouer 
SlIt,OOD 

IlIltII.D ... 1. 
SI,O H.O a D 

OSAID/Cuatemala contracted 
the .ervice. of a re.ident 
project manager for the 
life of the project at a 
total co.t, including .up
port, of $580,000. Fund. 
to operate the project 
Hanagement Office 
r.pre.ent 8.1 percent of 
thw total budget. 

-Oth.r- item. in the 
budget include $50,000 
progr~ to .upport the 
Confwderation of red. rated 
Cooperative. (CONFECOOP), 
and $11,000 for INACOP, 
the government r.gulatory 
agency for cooperative •• 

The ab.ence of adequate and well-defined project documentation led to .ome 
initial problema 1D organizing the project and dete~ining the .cope ot it. 
involvement.with the variou. mov ... nt •• The project ha., over time, 
developed a coherent ~l ... ntation .trategy that attack8 the fundamental 
weakne •• of the federated cooperati ... y.t.. Inadequate documentation 
.till, however, hinder. under.tanding of the project (it. objective., 
.trategie. and pace of execution) and ha. complicated effective monitoring 
and reporting. 

The Cooperative Itrengthening Project i. ada1ni.tered by the .ational 
Pederation of lay1D9. and Credit Cooperative. (rIlIACCW:) through a COopera
tive Agr...ant with UIAID/Guateaala that wa •• igned on Auqu.t 26, 1986. A 
con.ortiua of cooperative deye~o~nt organization., led by the World 
Council of Credit Onion. (WOCCU) 1, wa. contracted in June 1987 to provide 
adYieory and project t.pl ... ntat10n a •• i.tance to the Guatemalan cooperative 
mov ... nt.. Thi. contract, wh1ch wa. for only thr .. year. of the five-year 
project, i •• cheduled to exp1re 1n Kay 1990. 

210ther member. of the con.ortium include Agricultural Cooperative 
Development International (ACDI), .ational Cooperative Bu.ine •• A •• oc1ation 
(NCa), and the Latin American COnfederation of Credit Onion. (cx)LAC). 
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D.y-to-d.y project implement.tion i. carried out by a Proj.ct M.n.g.m.nt 
Offic. CPHO) th.t wa. organized by rlNAOOAC and i •• taffed by local and 
.xp.tri.t. t.chnical per.onn.l. Th. t.chnical a •• i.tanc. contract provid •• 
four long-t.rm .xpatriat. advi.or. to the PMO. In addition, rENAOOAC, with 
funding provided by the proj.ct, contr.cted .Lx Gu.temalan t.chnician. to 
.t.ff the PMO. Th. PHO t.chnical per.onn.l work with the f.d.ration. and 
th.ir p.rticipating affili.t •• to C.) diagno •• k.y problem ar.a., Cb) pr.
par. appropriate d.v.lopm.nt and financial .tabiliz.tion plan., and (C) h.lp 
the in.titution. in implementing the work plan •• 

Th. proj.ct h •• thr .. primary compon.nt.z in.titution.l d.v.lopm.nt, 
financi.l .tabiliz.tion/r.capit.liz.tion, and credit. Th. in.titutional 
d.v.lopment compon.nt focu... on .tr.nqth.ning the participating in.titu
tiona through tr.ining, t.chnical ••• i.tanc., policy analy.i •• nd r.form, 
and .nh.ncement of income-g.n.r.ting •• rvic. program. C.uch a. input .upply, 
credit, and mark.ting of •• rvic •• ). Th. financial .tabilization and credit 
componMnt. of the proj.ct complement, and are tied to, •• ti.factory perfor
manc. in the in.titution.l d.v.lopment p~ogram. Pinanci.l .tabiliz.tion 
.ddr ••••• the movement.' c.pit.lizatior. and r.financing n .. d.. The cr.dit 
compon.nt h.lp. r •• tor •• conomic .ctivity by providing fed.ration •• nd th.ir 
member cooper.tiv •• with needed oper.ting c.pit.l. 

Th. degr .. of in.titution.l d.v.lopment v.ri •• among the particip.ting 
cooper.tiv. fed.r.tion.. Th. participating in.titution. f.c. diff.r.nt 
problem. and opportuniti •• and diff.r in th.ir member.hip b •••• , geographic 
loc.tion, 9QOd. and .arvic •• off.red, and mod •• of oper.tion. Thi. requir •• 
th.t the in.titutional .tr.nqth.nift9 program be tailored to fit the need. 
and opportuniti •• of •• ch cooper.tive .y.tem. Th •• cope of the int.rv.n
tiona and the cov.nant •• gr.ed to by •• ch proj.ct p.rticipant ar •• pecifi.d 
in formal Participation Agr .... nt. .iqned with rlNACOAC, monitor.d .nd 
.v.lu.ted by the Proj.ct Management Offic., and r.negotiated on an .nnual 
b •• i •• 

Di.qno.tic .tudi.. id.ntifying the pot.nti.l viability and k.y problem. of 
the p&rticipatiDg in.titution. are pr.pared by the PNO technician. with the 
cooper.tion of the et.ff of participating fed.r.tion.. Th. an.ly.i. focu ••• 
on .daini.tr.tion, financ., mark.ting and·pa.t performance •• an .conomic 
.nt.rpri... Th. di.qno.tic i. the required fir.t .tap of participation. 
Di.qno.tic. of th. fed.r.tion. wer. performed by PHO .t.ff, while di.qno.
tic. of the coopar~ti ... are g.n.rally performed by fed.r.tion .t.ff. A 
dr.ft of the di.qno... are pr ••• nted to management before baing pr ••• nted to 
the board of director. for .pprov.l. 

d •• ed on the finding. of the di.qno.tic, an annual work plan i. d.v.loped 
and submitted to tha in.titution.' Board. of Director. for .pproval. Th • 
• tr.teqy of the in.titution.l d.v.lopment pl.n i. to improve cooperative 
operation. by .nhancing .ffici.ncy .nd •• tabli.hing patt.rn., polici •• and 
.ttitud •• that would improve profitability, capit.liz.tion, admini.trativ. 
di.ciplin., qu.lity of .t.ff .nd •• rvic •• , credit management .nd member 
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relatione. In.titutional development activitie. have tarqeted credit policy 
and delinquency control, pricing policie., re.erve creation polic!e., human 
re.ource capabilitie., Itrategic planninq and orqanizational development, 
accountinq and computer .y.tem., and exten.ion .ervice.. The objective ot 
the project i. to replace complacent and di.illu.ioned attitude. with an 
entrepreneurial mentality oriented tow~rd qrowth and improvement ot the 
orqanization. 

z. PiDaDcial Itabili.atioa 

The recapitalization/ltabilization component tocu.e. on rebuilding the net 
worth lo.t durinq the la.t ten year. of political violence, economic di.rup
tion, natural calamitie., and poor deci.ion-making. 'Innovative approache. 
to qeneratinq paid-in and retained capital and building up re.erve. are 
developed to .trengthen cooperative balance .h .. t.. The .tabilization 
agreement. include .pecitic mandate. to modify policie., to cooperate with 
and participate actively in the project, and to inve.t re.ource. in 
.trengtheninq the capital of the in.titution. COmpliance i. reviewed 
yearly. specific objective. tor participating in.titution. include, 

e IZpandinq the economically beneficial operation. ot coopera
tive., 

e Mobilizing .avinq' depo.it. and member .hare capital 
contribution., 

e Strengtheninq balance .h .. t. and earning', 

e Re.toring member and lender/public contidence in the 
financial lOundne •• of cooperative in.titution., 

e •• tabli.hing and maintaining .ound operating .tandard. And 
coatrol., and 

e Pore.talling and/or preventing po •• ible intervention or 
liquidation of delinquent cooperative. and credit union. by 
crecSitor •• 

Participatioa i. re.tricted to the more viable iD.titution. who have imple
_nted PIIO-approved plan. to relOlve their particular economiC and financial 
difficulti... Stabili.ation re.ource. are di.burled a. -tied capital 
contribution'-I recipieat. are required to adopt IOUnd financial policie. 
that contribute to the recapitalization proce •• and further .timulate the 
cre.tion of re.erve. through retained income. 

O.e of the recapitalization a •• i.tance i. .trictly controlled through 
legally binding contract. that .pecify the covenant. and term. of the 
inve.tmeat. The fund. are inve.ted in high-yieldint-financial in.trument. 
(bond. and certificate. of depo.it) offered by local finance companie •• 
Intere.t earned on the.e inve.tment. i. a •• igned to loan 10.. re.erve. and 

~\ 
/ 
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perman.nt undivided re.ervee .ccounte to .trenqthen the c.pit.l .tructure 
and credit-worthine.e ot the in.titution. 

3. Credit 

The credit componen~ i. the tin.l .t.ge in the implementation ot the Cooper
.tive Strengthening Project. By providing teder.tion •• nd cooper.tivee with 
.n .dequate .upply ot tund. for both .hort .nd medium-term lending, the 
project hopee to re.ctiv.te their .ervic. c.pability .nd re.tore economic 
.ctivity in rur.l are •• ot Gu.tem.l.. Although no credit di.bur.ement. have 
b.en m.de, many ot the tederation •• nd their member cooper.tive. are .eeking 
.cce •• to the credit component. Credit fin.ncing i. limited to rur.l 
orient.d income-gener.ting project •• nd to p.rticipant. who .re .ctively 
p.rticip.ting in the In.titution.l D.velopment component, .re in compliance 
with project .udit requirement., .nd .re u.ing oper.ting and tin.ncial 
policie. th.t contribute to the .conomic viability ot the in.titution. 
rederation. or cooperative. who h.v. demon.tr.~ed compli.nce with the •• 
gen.r.l criteria mu.t .1.0 be deemed creditworthy by the PMO, t.king into 
.ccount curr.nt tinanci.l condition, net e.rning., rep.yment .nd c •• h tlow 
c.p.city, .v.ilable gu.r.nte •• , curr.nt loan .t.tu., credit, delinquency, 
and ~.pit.liz.tion polieie •• nd procedur •• , .nd qu.lity ot the prote •• ion.l 
.t.tt. 

I. co.pari.oD .i~b Tr.di~ioDal 
COOper.~i •• De.elop.eD~ Projec~. 

Thi. project ditter. trom tr.dition.l A.I.D.-tinanced cooper.tiv. dev.lop
ment project. in • number ot .iqnitic.nt w.y •• 

,ir.t, the COOper.tive Strenqth.ning PI'oject tocu.e. exclu.ively (with • 
couple ot minor exception.) on two •• peet. ot cooper.tiv. development that 
are larg.ly ignored in tr.ditional cooper.tive development .ppro.che.: 
.dmini.tr.tive and tinanci.l m.nagement. Mo.t cooper.tive dev.lopment 
proj.cts h.v. tocu.ed on (.) the .oci.l/democr.tic b •• i. tor the cooper.
tiv., or (b) the technic.l •• pec~. ot the cooper.tiv.' •• ctiviti •• (promo
tion, organiz.tion, ..-bar educ.~ion, production techniqu •• , proce •• ing, 
inpu~ •• le. and .arke~ing). Manag ... n~ .nd tinance are u.u.lly neqlec~ed, 
with the re.ult th.t poorly man.ged credi~ program. and non-economic bo.rd 
and man.g ... n~ deci.ion. c.u.. la~er problem. with high d.linquency r.~e., 
non-protitable bu.ine •• v.nture. th.~ undermine the tinanci.l viability of 
the organiz.tion., an inabili~y ~o r •• pond to ch.nging condition., und.r
c.pi~.liz.tion, poor expen.e/income r.tio., and d.pendency on con~inued or 
renewed donor .upport. Thi. i., in t.ct, preci •• ly the .itu.~ion t.cing the 
cooper.~iv. feder.tion. covered by thi. proj.c~ -- .11 .re we.k tin.nci.lly, 
pl.gued by d.linquencie., .titled by in.ppropri.te man.gement policie., and 
•••• nti.lly .t.gnant in.titu~ion •• 

Second, the project team i. not .~.tted by cooper.tiv. expert.. Only ~wo ot 
the nine technic.l .t.tt member. h.v. h.d any prior experi.nce with d •• ign-
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in9 and implementing cooperative development project.. The u.e ot prote.
.ional. trained in private .ector and banking operation. mean. that the team 
i. bringing a -fre.h- approach to cooperativ •• a. bu.ine •• organization., 
and reintorce. the .ntr.preneurial focus ot the proj.ct. 

-
Third, the project ha. adopted a -hard-no.ed- approach, in.i.ting on ett.c-
tive policy and management retorm. bator. di.bur.ing financial and technical 
r •• ource., and making the continued tlow ot tho.e r •• ource. detendant on 
.u.tained pertormance. In tact, the project ha. been quite .tingy with it. 
di.bur.ement ot tinancial re.ource •• 

Fourth, the .tabilization mechani .. -- .preading writeott. over a period of 
tive year. -- ha. the banetit ot developing a habit of analyzing, cla •• ity
ing and writing ott delinquent loan.. rurth.rmore, the writ.-ott. are 
tinanced by earning. rather than donated capital, .0 that the habit of 
generating .arning. to cover bad debt. i. reintorced. Thu., the project ha. 
a greater chance ot in.titutionalizing this proce •• than a project that 
merely covered delinquent loan. with a .ingle di.bur.ement. 
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salary incentive program. have been planned to help cooperative. retain 
trained per.onnel. Low .alary level. were making it difficult for the 
federation. and cooperative. to attract and retain per.onnel. 

5. lupport to aire Additioaal Itaff 

The project ha. funded .taff po.ition. in .everal of the federation.. An 
exten.ioni.t wa. hired to a •• i.t with the demon.tration plot. and .oil 
.ample te.ting for PlOOAR. The project cover. the .alary of an accountant 
and .upermarket manager for FlO_COON. Project fund •• upport the agronomi.t 
and credit .upervi8or for rBD!OOWRA. At; the cooperative level the project 
funded an accountant to improve the account. of the ARTEXCO cooperative, 
"Ixchel". 

c. Major C!aaAge. iD the CooperatiYe 
la.titutioa. 

The evaluation te .. wa. able to find vi.ible and .ub.tantial indication. 
that tbe project i. having a po.itive and .u.tainable ~ct on attitude. 
and practice. regarding admini.tration and financial management within both 
the tederation. and the ba.e-level cooperative.. The participant. appear 
to be receptive, intere.ted, and even eager to make the change. identified 
in the project. 

The major impact. ObHned during inteniew. conducted with manager. and 
.tatt ot the variou. in.titution. included, 

MUXCO 

e There ha. been a dr ... tic, po.itive change in the manager' • 
• tyle and approach, with a new tocu. on production ",d 
aarketing in.tead of politic., 

e The federation i. now committed to .trengthening the affili
ated cooperative. in.tead of working with individu~ . pro
ducer., 

e Project-provided .atorcycle. allow the federation to 
communicate with cooperative. and .upeni.e quality, 

e A project-provided telecopier i. allowing the tederation to 
maintain better contact witb it. client. -~ improving client 
.enice, creating acce •• to new order., ,nd allowing better 
follow-up on order., 
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e Project-financed ranov.tion. and improvement. h.ve .llowed 
the fedar.tion (.nd it. member cooper.tive.) to improve the 
qu.lity and con.i.tancy of it. tin.l product. by producinq 
hiqh-qu.lity dyed yarn. th.t do not bleed or t.de, 

e Individu.l arti.an-we.var. not .ffili.ted to the fedar.
tion h.va now been orq.nized into. cooper.tive (Ixchal); 

e An .ccountant provided by the projact h •• brouqht Coop 
Ixchel' •• ccountinq racord. up to d.ta, 

e aac.u.e of it. new antraprenauri.l oriant.tion, the fader.
tion i. axarci.inq much more .trinqant qu.lity control, which 
.hould tran.l.ta into qra.tar markatability for tha member.' 
product •• 

DCOAB 

e rBCOAR h.. .dopted new delinquancy control •• nd h •• purqed 
delinquant member. from it. member.hip ro.tar., 

e rBCOAR h •• , with projact ••• i.t.nce, davaloped and pra.ented 
• debt ra.tructurinq plan to BAKDBSA (in the pa.t tha feder.
tiOD h.d been contant to aarn tha .praad between it. low-co.t 
delinquent lo.n from BAND.SA .nd it. credit oper.tion. with 
it. member cooper.tiva.), 

e Bec.u.e of hiqh delinquancy r.ta., tha feder.tion i. commit
ta~ to .tt.ul.tinq c •• h •• le. in.ta.d of providiD9 fartilizer 
on credit to it. cooper.tiva. -- rBCOAR undar.tand. th.t it 
need. to be • fartilizar vendor r.thar th.n • financiar of 
fartilizar •• le., 

e aec.u.e Qf racent fiald tri.l. on new fartilizar bland., 
rBCOAR now .ppear. to be committed to .ellin9 new fertilizar 
bland. -- .omethin9 it oppo.ed in the pa.t, 

e The feder.tion ha. ch.n9ed it. pricinq policy, and i. now 
c.pitalizin9 five perc~nt of credit •• la. to provide re.erve. 
for bad debt., 

e rBCQUl DOW pay. 10 percant on .hare c.pit.l, c~ed to the 
2 percent it previou.ly paid, and 

e Through the projact rBCOAR h.. initi.ted .9ricultur.l extan
.ion •• rvice. and fertilizer damon.tr.tion plot. in .n effort 
to help -..ber. reduce f.rm input co.t. .nd incr.... yield. 
-- • ..rvice th.t h.. produced dramatic po. it i.- re.ult. in 
rBCOU'. -..ber cooper.tive •• 
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III. ~ x.acn. Dft'I'iVi'Ia.aL ~ 

A. IatroductioD 

Th. obj.ctiv.. of the in.titution.l d.v.lopm.nt compon.nt of the proj.ct are 
to improve cooper.tiv. oper.tion •• nd to r.plac. compl.c.nt .nd di.il
lu.ion.d attitud •• with .n .ntr.pr.n.uri.l ment.lity ori.nted towarc 1rowth 
.nd improvement of the organiz.tion. In operation.l t.rm., thi. m.an. 
enhancing .ffici.ncy and •• tabli.hing p.ttern., polici •• and .ttitud •• that 
improve profitability, c.pit.liz.tion, .dmini.tr.tiv. di.ciplin., qu.lity of 
.t.ff .nd •• rvic •• , credit m.n.gem.nt and m.mb.r r.lation.. In.titutional 
dev.lopment activit i •• h.v. targ.ted credit policy .nd d.linqu.ncy control, 
pricing polici •• , r ••• rv. cr •• tion polici •• , hum.n r •• ourc. capabilitie., 
.tr.teqic pl.nning and organiz.tion.l d.v.lopment, accounting .nd comput.r 
.y.tem., and eat.n.ion •• rvic ••• 

In.titution.l d.vel~nt involv ••••• ri •• of .ctiviti •• , including 
di.qno.tic .tudi •• , the d.v.lopment of work pl.n., t.chnic.l ••• i.t.nc., 
tr.ining, .upport for .peci.l t.chnic.l .t.ff po.ition. and •• lary inc.n
tiv ••• 

Th. fir.t mt.p in the in.titutton.l d.v.lopment proc ••• involved the 
.labor.tion of d.t.iled di.gno.~ic. on •• ch of the fed.r.tion.. B ••• d on 
the di.qno... the proj.ct pr.pared • workpl.n .nd contr.ctu.l .gr.e~.nt for 
••• i.ting •• ch feder.tion. 

Th.r. i •• g.n.r.l impr ••• ion th.t th •••• ctiviti •• were .ignific.nt:y 
d.l.yed, but that doe. not .ppear to be the c.... According to the origin.l 
cooper.tive .~ .... nt between USAID/Gu.tem.l. and FlRACOAC, the t.chnic.l 
••• i.tanc. t ... v.. .uppo.~ to h.v. ~n contr.cted within 180 d.y. of the 
.iqning of the .gr .... nt, di.qno.tic work .nd .nnu.l work plan. were to h.v. 
been ca.plet.~ for •• cb cooper.tive fed.r.tion within 360 d.y. of the 
.iqning of the technic.l ••• i.tanc. contr.ct. Th.t would h.v. put the 
•• tim.ted compl.tion d.t. for th •••• ctivitJ. ••• t r.bruary 1981. Although 
contr.cting the technic.l ••• i.t.nc. w •• , in f.ct, d.l.yed thr .. ~.~th., the 
di.gno.tic .tudi •• were compl.ted within the origin.l projection •. ~2 A 

22Thi •• ppear. to be • fl.w in the initi.l proj.ct planning, •• thi • 
• chedul. meant th.t implement.tion could not begin until nearly 2 y •• r. into 
the 5-y.ar project. 

http:projections.22
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delay va. experienced, however, vhen working a9reement. vith the federationa 
vere finally cr,'1IIpleted in July 1988, approximately 5 month. later than 
originally plartned. 

TABLI 1II-1 

DIAGNOSIS COMPLETED 

••••••••••••••••••••••••••••••••••• 

Federation 

ARTBXCX) 
nCOAR 
RDICCX)N 
PlDBCOAG 
PlDICOVEU 
RNACOAC 

Total 

Number of 
Affiliated 

Coop. 

22 
6 

34 
46 
28 
68 

204 

Number of 
Coop. 

Diagnoaed 

10 
6 

6 
28 
16 

66 

----------------------------------

Diagno.tic work at the cooperative 
level va. carried out by a combina
tion of federation and PMO ataff. 
Diagno.e. have been completed tor 
66 ot the 204 affiliated coopera
tive., a. can be .een in Table 
III-1. 

The project provide. exten.ive 
technical a •• i.tance to partici
pating federation. and coopera
tive.. lach technician in the PMO 
i •••• igned to work in a .pecific 
federation, and i. required to 
apend a .ub.tantial portion of hh 
time vith federation oar.onnel. 
Mo.t of thi. a •• i.tance i. related 
to the identification and re.o
lution of problem. in area. of 
management and finance. The PMO 

doe. not provide agricultural production, marketing or proce •• ing 
a •• i.tance. 

In a departure from the original de.ign, the project ha •• upported agricul
~ural technical a •• i.tance for two of the federation. -- PBDICOVIRA and 

AR. An agronomi.t i. .upervi.ing tertilizer demon.tration plot. for the 
E \R cooperative., .upported by an exten.ioni.t funded by the project. An 
a ~omi.t hired for FlDIOOYKRA i. helping to improve production technolo
gie. in 4 of the 28 RDIcx)VIRA cooperative •• 

l. TraJ.aiag 

Thr .. ba.ic type. of training are .pon.ored by the projectl (a) PMO-.pon
.ored ... inar. and conference., (b) international and dome.tic vi.itation 
trip., and (C) on-the-job training provided by project technician. working 
vith the federation.. A. of September 1989, the project had offered 40 
... inar.. .1.x general ... inar., .1.x for both RDIcx)WRA and RDIcx)AG, 
.1.xt .. n for PlIIAcx)AC, four for Plcx)AR, and 1 each for ARTBXCX) and RCOMBRQ. 
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oRICQACj 

e rlDICOAC'. board ha. approved a .ignificant change in orien
tation from one of intermediating .ocial-oriented donor 
a •• i.tance to one of a bu.ine •• -like, profit-making relation-
8hip vith it. member cooperative., 

e It h •• redefined the focu. of it •• ervice .trateqy toward 
providing agricultural .ervice. rather than ju.t credit, 

e It ha. reduced .taff more than 50 percent to control operat
ing co.t. -- overhead per.onnel decrea.ed from 26 to 8, vhile 
exten.ioni.t. decrea.ed fro. 9 to 8, indicating the priority 
given to .ervice., 

e FIRICOAC ha. adopted a policy of incr.a.ing intere.t rate. in 
gradual increment., 

e With project a •• i.tance, rEDIOOAC ha. developed and pre.ented 
a debt re.cheduling plan to BANDISA, and 

e rlDKCOAC .et a goal of e.tabli.hing at lea.t one income
earning activity -- thi. year, vith contribution. from 
SOOOO.v1, it e.tabli.hed an agricultural input •• tore in the 
highland •• 

mlCOYQA 

e The federation i. more re.pen.ive to it. --.ber. -- they f .. l 
they have a better acce.. to the federation and that the 
federation i. more intere.ted in their problem., 

e With project a •• i.tance the federation ha. developed and 
pre.ented a repayment plan to BANDBSAI 

e There i. a new commitment to u.ing budgeting a. a financial 
control tool, changing the federation' •• tyle from one of 
di.hLD; out credit with no control. to a .trict budget 
control, budget. have been developed for all ..-ber coopera
tift., 

e The new budget .y.t .. ha. allowed the federation to reduce 
.1gnificantly advance. to the cooperative. prior to harve.t 
-- tbi. ebould remedy tbe probl_ of extending .ore :., advan
ce. tban tbe product va. worth, 

a The federation ha. adopted a new credit pelicy and in.tituted 
~ credit committ .. , vhich .hould have a .ignificant iJllpact on 
reducLng delinquency, 
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e The tederation ha. initiated exper~ntal cott .. renovation 
plot. on a pilot ba.i. in tour ot it. member cooperative •• 

rENACOAC 

e FlNACOAC ha. taken major policy deci.ion. in the area. ot 
re.tructuring capitalization, paying higher intere.t on 
.aving., reducing dependency on external capital, mobilizing 
internal .aving., and rai.ing intereat rate. on loan •• 

e ~NACOAC'. deci.ion to recla •• ity loan. annually, purge 
account. and write ott bad debt i. a .iqniticant .tep tor
ward, given it. pa.t reluctance to take the.e .tep., 

e PlNACOAC ha. approved a policy ot approachinq market intere.t 
rate. tor both .aving. and loan.; 

e It ha. adopted a policy ot developing a permanent capital 
ba.e tor credit union. and the tederation; 

e It ha. accepted a new method ot calculating loan delinquency 
ba.ed on .ound banking procedure., 

• It i. committed to engaging in a major .avinq. mobilization 
ettort, and 

e FlNAOOAC i. now promoting a concept ot ba.ing loan limit. on 
ability-to-pay rather than on the amount ot .hare.-on
depo.it. 

D. Iapact •• elated to Geaeral Project Objecti.e. 

Another way of looking at the.e accompli.nm.nt. i. in term. ot the general 
objective. ot the in.titutional development proqr .. -- to generate major 
change. in policie., procedure. and attitude. in the cooperative in.titu
tion •• 

A. the li8tinq of eacb federation' •• pecific change. make. apparent, the 
cooperative .av.ment. in Guatemala have adopted .om. major change. in 
internal policie. and operating procedure.. Among the.e are. 

e policy deci.ion. to generate re.erve. a. a .ourc~ of per
manent in.titutional capital, 

e Policie. to rai.e intere.t rate. to at lea.t near-market 
level. for .hare capital, .aving. and credit. extended by the 
federation. and cooperative., 

I 
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• New, .tring.nt credit polici •• to r.duc. d.linqu.ncy and loan 
10 •••• 1 

• Adoption of new crit.ria for mea.uring d.linqu.ncYI and 

• Revilion of pricing polici •• to cov.r co.t. of operation. and 
rUk. 

2. Bu.LDe •• -orieated App~acb to Cooperatiye. 

Mo.t of the cooperative group. have begun to acc.pt the id.a that .ocial 
program. mu.t be .econdary to the main purpo •• of operating the cooperative 
a. a viable bu.ine •• entity. Some of the exampl •• of chang •• to a mod.rn, 
bu.in ••• -ori.nted approach includ.s 

• FlDICOAG'. board approved a .ignificant chang. in orientation 
from on. of int.rmediating .ocial-ori.nted donor a •• i.tance 
to on. of a bu.ine •• -lik., profit-making r.lation.hip with 
it. member cooperativ •• , 

• Th.r. hal been a dramatic, po.itiv. chang. in the ARTlXCO 
manag.r' •• tyl. and approach, with a new focu. on production 
and aarketing In.t.ad of politic. -- the fed.ration i. .x.r
ci.ing mucb more .tring.nt quality control which .hould 
tran.lat. into gr.at.r marketability for the member.' pro
duct., 

• rlKACOAC·. deci.ioa to recla •• ify loan. annually, purg. 
accounts and writ. oft bad d.bt i. a .iqnificant .tap for
ward, giv.n it. pa.t r.luctanc. to take th •••• t.p.1 

• Th.re i. a new commitment in PlDICOVIRA to u.ing budg.ting a. 
a financ'ial control tool, changing the fed.ration' •• tyl. 
fro. on. of di.hing out credit with no control. to a .trict 
budget control, budqat. have been d.v.loped for all member 
cooperativ ••• 

3. Co.t collt~l 

Allot the fed.ration. have adopted co.t-control mea.ur.. to bring expen ••• 
in lin. with income. r.olOOAG, for .xampl., reduced .tatt more than 50 
perc.nt to control operatinq comt •• 

,. Attitud •• 

Th. proj.ct ha. begun to avaken an awar.n... among cooperative l.ad.r. that 
(a) cooperativ •• ar. not i.olated and that th.y ar. influ.nced by national 
and regional polici •• , (b) cooperativ •• need to attract and hold qualified 

r 
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per.onn.l, (c) •• lary l.v.l. are influ.nced by infl.tion, competition .nd 
the .arning. power of the cooper.tiv., and (d) in ord.r to .urviv., the 
cooper.tiv. will h.v. to provide qu.lity •• rvic •• th.t it. member. n •• d and 
are willin~ to pay for. COOper.tiv ••• r •• 1.0 beginning to pl.c. greater 
demand. on th.ir feder.tion •• 

5. lu..ary 

Th ••• ch.ng •• are, indHc1, dqn1ticant. lqu.lly important, m.ny arfl more 
.ppar.nt in the cooper.tiv •• than in the fed.r.tion.. Thi. m.y be becau •• 
the cooper.tiv ••• r. in direct cont.ct with the member., or b.c.u •• th. 
feder.tion. are mor •• ntr.nched in th.ir w.y. of oper.ting and providing 
•• rvic •• and are th.refor •• lower to ch.ng •• 

Th ••• lary inc.ntiv. program w •• fir.t implemented in PlCOAR to .ddre •• 
problem. with •• lary demand. and .t.ff turnov.r. Ond.r the pl.n the project 
.gr.ed to provide $11,000 for 1989 •• PlCOAR .pproved • 20 to 30 percent 
g.n.r.l •• lary incr..... PlCOAR' •• dmini.tr.tiv. controll.r. w.r. not 
included in the •• lary inc.ntiv. program until .fter the di.tributiOf& w •• 
mad. and PlCOAR found th.r. were un.lloc.ted fund •• till .v.ilabl •• 

Th. inc.ntiv. program •• tabli.h •• th.t cooper.tiv •• will cr •• t. r •• erve. 
from curr.nt y.ar .urplu ••• to cov.r •• lary incentiv.. for the following 
y.ar. Th. project fund ••• lary inc.ntiv •• during .t l ••• t the fir.t year, 
but th.r. i. no d.finit. time commitment. Thi. policy h •• two major .hort
coming.. Pir.t, inc.ntiv •• are not incorpor.ted into the co.t .tructure of 
the cooper.tiv. and, hence, are not g.n.r.ted in the •• 1. ot •• rvice •. 
Second, the p.rticipating cooper.tive., and tho •• pr.p.ring to .nt.r the 
program, perceive the •• lary inc.ntiv ••••• omething th.t i. being given to 
them by tho proj.ct r.th.r than .n int.rn.l program the proj.ct i. h.lping 
to impl ... nt. 

Th. thr .. PlCOAR .dmini.tr.tiv. controll.r. interviewed expr ••• ed 
•• ti.f.ction with the program. Tabl. III-2 .how. pr ••• nt •• larie., •• larie. 
with inc.ntive., and the .an.g.r.' perc.ption of competitive •• lari •• in hi. 
region tor thr .. cooper.tiv •• y18ited. It 18 important to not. th.t 
•• lari.. Yary .ccording to the loc.tion of the cooper.tive, .ccount.nt •• re 
paid 1 ••• in the .or. rur.l, 1 ••• pro.perou •• r •••• 
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TABLE III-2 

Irncr or SALARY INCBNTIW PROGRAM ON SELECTED 
RCOAR CCOPIRATIVBS 

(Amou~t. in Quetzale.) .............................................................. 

COOPERATIVE 

Manager 
Rey Quiche 
rlor Chimaltenango 
12 de OCtubre 

Controller 
Rey Quiche 
rlor Chimaltenango 
12 de OCtubre 

Accountant 
Rey Quiche 
rlor Chimaltenango 
12 de OCtubre 

original 
Salary 

550 
725 
900 

250 
330 
500 

230 
320 
450 

Salary 
with 

Incentive 

700 
875 

1,050 

350 
430 

250 
400 

Source I COOperative Payroll. and interview. with 
Admini.trative COntroller. 

I.timate of 
competitive 

Salary 

850 
900 

1,050 

450 
500 
800 

400 
400 
550 

It i. al.o t.portant to note that manager. have con.i.tently e.timated that 
even higher .alary 1 ... 1. were required to r ... in competitive and k .. p 
valuable employee •• ati.fied. Iven though .0De of thi. -.ubjective- e.ti
mate may be bia8ed, it i. intere.ting to ... that all thr.. manager. inter
viewed con.idered their employ ... underpaid. 

The project i. now working on a per.onnel policy and .alary .chedule that 
will take into account aarket value. for .imilar po.ition. and requirement •• 
It will be dbcu •• ed in the following IDOnth.. It 18 important that thi. 
policy take. into account the weakne •• di.cu •• ed above. lqually important, 
the program .hould .hift the .mpha.i. in .alary inc~ntive. from a project
donated activity to an internal policy. 
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Th. proj.ct i. making .ub.tantial proqr ••• toward it. goal of training 1500 
cooperative per.onn.l. A. of S.ptember 1989, the proj.ct had off.r.d 40 
• .minar.1 6 g.n.ral • .minar., 6 for both rEDIOOVIRA and rED!COAG, 16 for 
nNACOAc, tour tor nCOAR, and 1 .ach tor ARnXCO and rECOMERQ. Proj.ct 
r.port. indicat. that more than 700 people had r.c.ived training in th ••• 
• .minar. during the fir.t two y.ar. of the t.chnical a •• i.tanc •• ffort. The 
proj.ct .tati.tic. may be mi.l.ading, howev.r, becau •• th.y mea.ur. per.on. 
trained in t.rm. of ·per.on-cour ••• ·' that i., a per.on who ha. att.nd.d 
more th~ on .... inar i. counted more than one •• 

TABU III-3 

TRAINING OP nDERATION PERSONNEL 
(per.on-cour ••• ) 

••••••••••••••••••••••••••••••••••••••••••••••• 
Ped.ration Manag.r. Staff Dir.ctor. Total 

----------- -------- ---------
unxco 6 3 1 10 
nCOAR 9 2 3 14 
nDICCON 5 0 0 5 
nDICOAG 9 59 29 97 
nDICOVZRA 5 17 5 27 
nMACOAC 26 71 20 117 

----------- -------- ---------
Total 60 152 58 270 

Tabl •• 111-3 and 111-4 
.ummariz. PMO training 
.tati.tic •• 2l Mo.t of 
the participant. in the 
training proqram. have 
come from the coopera
tiv. l.v.l. Training 
at the fed.ration l~v.l 
ha. conc.ntrated moatly 
on .taff member., while 
IDOr. than half of the 
cooperative partici
pant. have be.n volun
t .. r. (member. of the 
board. of dir.ctor. and 
.upervi.ory commit-
t ••• ,. Th •• ffort to 
includ. dir.ctor. of 
the cooperativ.. in the 
training i. important 
for achi.ving broad 
.upport for proj.ct
initiated chang •• 
within the m.mber.hip. 

FlCOAR and ARTlXCO have ben.fitted from a IDOr. int.n.iv., long.r-t.ra type 
of trainift9. Both have project-funded count.rpart. to expatriate t.chnical 
advi.or.. AaTl%CO 1ft the ar.a of int.rnational market in; and nCOAR in the 
ar.a of .011 AC)rona.y. Th •• Lx nCOAR a;ricu1tural .zt.n.ioni.t. and the 
two nDICOVIRA technician. hired and funded by the proj.ct a1.0 provide 
continuou. on-.it. trainin; to member •• 

23Thi• data i. quantitative only, the qualitative •• pect of the 1.n;th 
and int.n.ity of trainin; i. not r.f1.cted. 
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TABLB III-4 

TRAINING OF COOPBRATIVE PBRSONNEL 
(per.on-cour.e.) 

-

•••••••••••••••••••••••••••••••••••••••••••••••••• 
Federation, and 
Number of Coop. Xanager. Staff Oirector. Total 

--------------- -------- ---------
ARTBXCO (6) 0 1 27 28 
nCOAR (6 ) 18 43 6 67 
nOBCOON (8 ) 0 0 0 0 
no BooAG (15) 13 1 39 53 
nOBOOVERA (30) 0 9 141 150 
nNAOOAC (33) 66 64 20 150 

---------------
Total (98) 97 118 233 448 

-------------------------------------------------
Although technical a •• i.tance ha. a training a.pect to it, training expendi
ture. repre.ent only a ... 11 part of the total project budget. Since 
training i., however, important for tran.ferring concept. and technology to 
the beneficiary organiaation., increa.ed empha.i •• hould be placed on 
training-related activities during the remaining life of the project. 
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Th. financial c~pon.nt. of the pr~j.ct (financial .tabilization and cr.dit) 
ar. complem.ntary to the in.titutional d.v.lopm.nt program. Th.y ar. 
d •• igned to .tr.nqth.n cooperative .y.t .. operation. by addr ••• inq the 
movem.nt'. capitalization and r.financing need., and h.lping to r •• tor • 
• conomic activity by providing fed.ration. and th.ir member cooperativ •• 
with an adequate .upply of fund. for both .hort-t.rm (production) and 
long-t.rm (inv •• tment) loan •• 

Th. goal of the r.capitalization/.tabilization compon.nt i. to r.build the 
n.t worth lo.t during the la.t t.n y.ar. of political viol.nc., .conomic 
di.ruption, natural calamiti •• , and poor d.ci.ion-making. Th. purpo •• i. to 
d.v.lop innovative approach •• to local g.n.ration of both paid-in and 
r.tained capital while .tabilizing and .tr.nqth.ning cooperative balanc • 
• h_t •• 

During the d •• iqn of the Cooperativ. Str.ngthening Proj.ct, pr.1LDinary 
financial and in.titutional analy ••• of •• v.n fed.ration. and a .ample of 
th.ir affiliated cooperative. were pr.par.d to d.t.rmin. the financial 
.ituation of the fed.rated cooperative movem.nt. In g.n.ral, th •••• tudi •• 
indicated that a .iqnificant •• ctor of the movement .uff.r. froms 

• High loan d.linqu.ncy and weak credit admini.tration, 

• Low profitability and poor operational and pricing polici •• , 

• D.capitalization due to •••• t 10 •••• , inadequate r ••• rving and 
.arning. r.t.ntion polici •• , member withdrawal. and debt amorti
zation, 

• High l.vel. of ri.k in the .y.t .. due to in.uffici.nt l.vel. of 
retained .arning. and r ••• rv •• r.lativ. to aa.ber .har •• and 
liabiliti.. to third parti •• , 

• Poorly paid and trained .tatf and l.ad.r.hip, frequ.ntly employ
ing only the mo.t rud1lDentary t.chniqu •• of financial and 
operational management, and 

• Inadequat. .xt.rnal regulation of cooperativ.. and credit union. 
oft.n co.bined vith a lack ot .ff.ctiv. int.rnal control. and 
financial di.ciplin •• 
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Th. rin.nci.l Stabiliz.tion compon.nt of the proj.ct i. d •• igned to .ddr ••• 
financi.l problem. through policy modific.tion, tr.ining .nd inve.tm.nt of 
proj.ct r •• ource. to rebuild n.t worth. Specific obj.ctiv •• for those 
in.titution. particip.ting in this compon.nt includ.: 

• Expan.ion of the .conomic.lly ben.fici.l oper.tion. of coopera
tiv •• (.uch ~. lending, input .upply, mark.ting and di.tribution 
of member.' output, .nd oth.r fin.nci.l, commerci.l and produc
tion-ori.nted •• rvic •• ), 

• Incr ••• ing the volume of .v.ilabl. r •• ourc •• in the cooper.tiv • 
• y.tem for lending .nd inv •• tment purpo ••• through mobilization 
of per.on.l •• ving. and .h.r. purch •••• by cooper.tiv. memb.r., 

• Strenqth.ning the cooper.tiv •• y.t.m'. fin.nci.l condition by 
.trenqth.ning b.lanc •• h .. t. and •• rning., 

• R •• toring memb.r d.po.itor/.harehold.r confid.n~. in the fin.n
ci.l .oundn ••• of th.ir cooper.tiv •• and credit union., 

• R •• toring l.nd.r/public confid.nc. in the credit-worthin ••• of 
the cooper.tiv •• y.temi 

• •• tabli.hing and maintaining complianc. vith aint.um oper.ting 
.tandard. and condition. th.t contribut. to the .af.ty and 
.oundn ••• of cooper.tiv. and credit union oper.tion., and 

e ror •• talling and/or pr.v.nting po •• ibl. int.rv.ntion or liquid.
tion of d.linqu.nt cooperativ •• and credit union. by IRACOP, 
IARD.SA or oth.r creditor. vhil •• ppropri.t •• tabilization 
prOCjJr... are illpl_nted. 

1. Scope aDd Itatu. of riDaDci.l stabili •• tioD .ffort. 

At the time of the ••• lu.tion, the project v •• providing .tabilis.tion 
••• i.tanc. to two of the .ix fed.ration. and fift .. n ~f the 306 .ffili.ted 
cooperative.. Stabiliz.tion fund. tot.lli~g $2.3 million had been di.bur •• d 
to two feder.tion. (WDACOAC and PlOOAR), .11 .ix nCOAlt cooperativ •• , and 
nine of the 6. credit !.Inion •• ffiliated wi.th rDACOAC. Kone of the oth.r 
fed.r.tion. h .... ati.fied partiCipation crit.ri.. Fund •• llocated for 
.tabiliz.tion in the project have now been .xh.u.ted, vithout addition.l 
fund. or • reproqra.a1nq .ffort the proj.ct vill be unable to ext.nd 
stabilization ••• i.tanc. to .ith.r the rem.ining fed.ration. or .ddition.l 
cooperative •• 

A. can be ... n in Tabl. IV-l, the fir.t di.bur._~t of .tabiliz.tion fund. 
va. mad. in S.ptember 1988, • little mer. than on. ~ear .ft.r the PMe va • 
•• tabli.hed. Th. tot.l oblig.tion of $2.5 million for this compon.nt ha. 
been n.arly .xhau.ted, vith $1.26 million h •• been di.bur.ed to rlCQAR and 
it •• ffiliat •• , and $1.1 .illion to PlNACOAC .nd nine of it •• ffiliat ••• 
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DISBURSEMENTS or FINANCIAL 
STABILIZATION PONDS 
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The objective. of the 
financial .tabilization 
agreement. .igned betw.en 
the recipient. and the PMO 
have tocu.ed onl 

•••••••••••••••••••••••••••••••••••••••• e Creating mechani.m. to 
increa.e r •• erve. 
again.t irrecoverable 
loan., 

Date J\mcunt 
Recipient Dhbur.ed (SOOO) 

----------------- --------- ------
P'ENACOAC sept. aa S 370 
P'ECOD Karch 89 370 e Redetining the 

procedure. tor 6 PlCOAR Coop. June 89 889 
6 PlNACOAC Coop. June 89 350 
l'BNACOAC July 89 185 

cla •• itying loan. a. 
delinquent and 
calculating the re.erve. 
nece •• ary; 

3 PlNACOAC coop. sept. a9 167 

----------------- --------- ------
Total $2,331 

e Recognizing a. 10 •••• 
and writing-off a. 
a •• et. tho.e loan. 
con.idered irrecoverable 

by applying re.erve. and .hare depo.it. of the debtor. Sub.equent 
collection. ot written-off loan. are then recognized a. 
extraordinary gain. and a •• iqned to re.erve. for non-recoverable 
loan., 

e Creating mechani~ to .trenqthen the permanent capital of the 
in.titution, for example by not di.tributing .urplu.e. to affili
ate., and 

e Increa.ing intere.t rate. on loan., depo.it. and .hare. to be more 
competitive with prevailing market rate., in order to mobilize 
.hare and .aving. depo.it •• 

Specific target. in each of the.e general area. vary from recipient to 
recipient, reflecting the .pecific condition. and need. of each in.titution. 

Although the .tabilization program i. relatively new, .ignificant change. in 
the in.titution. are already apparent. The change. in admini.trative 
practice. that have ari .. n fra. the .tabilization agreement. are, tor the 
IDCIIDent, aIOre .iqnificant than the pure financial change. and have far
ranging t.pact.. The fact that di.bur.ement of .tabilization fund. i. tied 
to admini.trative and policy reform. enhance. the impact of the project. 

a. Impact on l'BNACOAC a. a rederation 

The impact of the .tabilization program on FlXAOOAC can be ... n in four 
.pecific area., change. in capitalization policie., change. in intere.t 
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r.t. polici •• , cre.tion of perman.nt in.titution.l c.pit.l, .nd •• ving. 
mobiliz.tion .tr.teqi ••• 

C&pit.li •• tioD Policy 

Th. mo.t .ignific.nt chang. to date ~~ • r •• ult of the .tabiliz.tion 
.greement. h •• b •• n • chang. in FlNACOAC'. c.pitaliz.tion policy. Aff~li

.t •• were pr.viou.ly required to d.po.it 5 perc.nt of th.ir own memb.r .h.re 
d.po.it. in the fed.r.tion. Th ••• c.pit.liz.tion b.l.nc •••• rned • minim.l 
3 perc.nt int.r •• t. A. of S.ptember 1, 1989, how.v.r, the f.d.r.tion ha. 
r.duced the r.quir.d c.pit.liz.tion d.po.it. to 1 perc.nt of the cr.dit 
union'. n.t •••• t.. Th. fed.r.tion .1.0 ab.ndoned it. policy of limiting 
lo.n. to credit union. to • fixed multiple of the credit union' •• har. 
b.lanc ••• nd in the future will b ••• the lo.n amount on ability to p.y .nd 
gu.r.nt ••• off.r.d by the .ffili.t.. Sinc. lo.n. to .ffili.t •• were 
dir.ctly ti.d to .har. depo.it. b.lanc •• , and .inc. the credit union. 
d.pended on FENACOAC for .iqnificant amount. of .xt.rn.l c.pital, .11 cr.dit 
union. h.v •• h.r. d.po.it. in .xc ••• of the 1 perc.nt t.rg.t. Th •• xc ••• 
fund. w.r. u.ed fir.t to writ. down the b.lanc. of ~ffili.t. loan., .ny 
amount in .xc ••• of the lo.n b.lanc. w •• d.po.ited in 1-y •• r c.rtific.t •• of 
d.po.it, •• rning more than 11 perc.nt int.r •• t. 

A. an immedi.t. r •• ult of the ~lement.tion of thi. policy ch.ng., .h.r. 
d.po.it. (which r.pr ••• nted 8.7 perc.nt of rBNACOAC' ••••• t. in Auqu.t, 
1989) declin.d 72 perc.nt to 2.6 perc.nt of •••• t.. Th •• pplic.tion of 
.xc... fund. to d.linqu.nt .ffili.t. loan. h •• d.cr ••• ed th... lo.n. from 31 
perc.nt of •• .at. to 26 perc.nt of •••• t., while rBNACOAC h •• -req.in.d- the 
r •• '·..; .... it h.d •• t .lid •• g.in.t qu •• tionabl. 10an •• 2" With th ••• chang •• 
F.lNACOAC h •• begun to .ub.titut. -in.titution.l c.pit.l,- in the fo~ of 
undivided r ••• rv •• d.rived from .arning., for the r.th.r .rtifici.l d.pen
d.ncy on c.ptiv. member .har ••• 

Sinc •• har.. .r. g.n.r.lly con.id.red •• cred .nd h.v. tr.dition.lly •• rv.d 
••• c.ptiv. .ourc. of in.xpen.iv. c.pit.l for credit union fed.r.tion., 
rlNACOAC'. d.ci.ion to ~lement th ••• r.fo~. i •• n •• peci.lly .ignific.nt 
.ccompli.hment. It i •• major change in c.pit.liz.tion procedur •• not only 
for Gu.temal. but .1.0 among mo.t L.tin American fed.r.tion.. It will forc. 
PlNAOQlC to pay co.petitiv. r.t •• of int.r •• t for .ffili.t •• ' fund., which 
will .tt.ulat. • •• ing. and c.pit.l ••• ilabl. to the in.titution. Sinc. in 
the futur., the major .ourc. of working c.pit.l will be ••• ing. g.n.r.ted 
within the .y.t .. , the fed.r.tion will h.v. to move from • r.th.r pa •• iv. 
and compul.ory •• thod of r.i.ing fund., to being .ggr ••• iv., .ffici.nt .nd 
competitive in the fin.ncial mark.t. 

2"Th. impact. on the credit union. from th ••• ~h.ng •• h.v. be.n (.) • 
d.cre •• ed liability po. it ion .i.-.-.i. the feder.tion, (b) incr ••• ed future 
U.quidity ••• h.r. depo.it. are liber.ted, and (C) incr ••• ed inc ... from • 
potenti.lly •• cure .nd •• f. inv •• tment in the feder.tion. 

http:loans.24
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Another important policy ch.ng. r •• ulting from the .tabiliz.tion program was 
Y!NACOAC'. d.ci.ion to incr •••• int.r •• t r.t •• on loan. to it •• ffili.t.s 
froo 9 perc.nt to 11 perc.nt in 1989, with. commitment to r.view inter •• t 
rat •• annu.lly and r.i •• r.t •• in .ccord.nc. with it. co.t of capit.l. 
Th... chang.. .r. .ignific.nt becau •• th.y .iqnify • .hift .w.y from 
depend.ncy on ch •• p, .ub.idized credit •••• ourc. of oper.ting c.pit.l. 
FlNACOAC'. m.jor .ourc. of .ub.idized credit -- • loc.l-curr.ncy BID/COLAC 
loan with • 6 perc.nt int.r •• t r.t. -- will be amortized during the next two 
y.ar.. Por the proj.ct to ~.~. won the .gr .... nt of FlNAOOAC to incr •••• 
it. margin ov.r the cone."" .lorau,j· loan. curr.ntly hold. i. indic.tion th.t 
the proj.ct h •• ~ucceed8('. !.n .,,':cal.r.ting and providing impetu. for con
tinued chang ••• 

Within PINACOAC, the dir.~: impact of the .tabiliz.tion fund. coma. from the 
.pecific ••• i~nt of oarning. to the perman.nt c.pit.l r ••• rv ••• ccount of 
the fed.r.tion. 25 Th •• tabiliz.tion fund •••• iqned to the fed.r.tion h.v. 
an indir.ct .ff.ct of writing down loan., th.t i., •• part of the .tabiliz.
tion agreement, PBNACOAC r.vi.ed it. c.pit.liz.tion policy to fr .. $498,000 
in .har. d.po.it. and concurr.ntly reduce d.linqu.nt credit union loan 
b.lanc... PlNACOAC, in turn, will ree.iv. $550,000 in int.r •• t from the 
.tabiliz.tion fund. during the next five y.ar. to build it. perman.nt 
r ••• rv... Th •• tabilia.tion fund. dedic.ted to the fed.r.tion thu. h.v. the 
double .ff.ct of .tabiliaing both the fed.r.tion and the credit union •• 

rlRAOOAC h ••• lao caaaitted to incr ••• ing in.titution.l capit.l through (.) 
incr ••• ing n.t inca.e, (b) not di.trLbuting di.id.nd., and (C) reducing 
operating co.t •• 

Although not directly r.l.ted to the .tabili •• tion progr .. , anoth.r major 
obj.ctiv. of the project h •• been to deer •••• d.pend.ncy on ext.rn.l loan. 
by incr ••• ing int.rnal ••• ing.. rlKAOOAC would beca.e • -liquidity man.ger
for the .ffili.ted credit union .a .... nt r.th.r than • conduit for ch •• p 
.xt.m.l credit. 

A. part of thi. progr .. , credit union. participating in .tabilia.tion 
program. h... .greed to d.po.it exc... liquidity in r.lNAOOAC. Th. d.v.lop
ment of depo.it in.trument. bearing competitive int.r •• t r.t.. thu. became 
.n •••• nti.l compon.nt of thi •• ffort. PBNACOAC h.d r.i.ed •• ving. d.po.it 
r.t •• from 4 perc.nt to 8 perc.nt in 1985 (prior to initi.ting thi. 

25Thi• diff.r. fro. u •• of .tabilization fund. in the individu.l credit 
union. and nCOAR, wh.n .arning. are ••• iqned to cr •• ting r ••• rv •• to 
.nabl. the writing off of bad loan •• 
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proj.ct), r •• ulting in • 380 perc.nt incr •••• in •• vLng. depo.it. in on. 
y.ar. FlNACOAC int.r •• t r.t •• on •• ving. -- rsnging from 11.75 perc.nt to a 
maximum of 13.5 perc.nt -- h.v. been competitive with the m.rk.t .inc. 1986. 

b. Imp.ct on PENAOOAC Cr.dit Onion. 

Th •• tabUiz.tion program h •••• v.n _jor obj.ctiv •• <,;ithin the 9r.dit 
union.1 

• Improv. d.linqu.ncy control 
• Incr.... volume of productiv. lo.n. 
• Incr.... int.r •• t r.t •• 
e D.cr.... oper.ting co.t. 
• Incr.... r ••• rv •• 
• Improv. ..l.ri •• 
• In.till habit of .nnu.l b.l.nc •• h •• t purg •• 

Sine •• tabiliz.tion fund. were only r.c.ntly di.bur.ed to the nine p.rtici
pating credit union. (6 r.c.iv~ fund. in Jun. 1989, while 3 did not r.c.iv • 
• tabiliz.tion fund. until S.ptem~r 1989) the program h •• not h.d time to 
p;odu~. me •• urabl. ~ct. on p.rticip.nt.' b.lanc •• h .. t.. N.v.rth.l ••• , 
.igniticant progr ••• h •• occurred in the ar •• of policy r.form.. In the on. 
to four aaont:h. th.t the nine credit union. h.v. been participating in the 
financi.l .tabiliz.tion program, thr .. h.v. r •• ched tb. go.l. for reduction 
in d.linqu.ncy. Th •• v.r.g. l.v.l of d.linqu.ncy i. down to 18.7 perc.nt, 
compared to the go.l of 15 perc.nt. At l ••• t two credit union. h.v •• lr •• dy 
r •• ched the go.l for aaobiliz.tion of •• ving., and five have r.i.ed th.~r 
int.r •• t r.t.. on loan. to the 1 ... 1 required in the .tabiliz.tion 
.gr .... ntl (. procedure wbicb, in lIOat c •••• , required an amendment of the 
by-l.w.). I At l ••• t 00. non-participating credit unioD b ••• lao r.i.ed it. 
int.r •• t r.t •• , br.aking the tr.ditional 12 perc.nt per annum Rb.rrier R on 
loan r.t... Whil. the proj.ct c.nnot cl.im r •• pon.ibility for all chang •• 
t.king pl.c. -- the • .ad. of .uch new id.a. .xi.ted in .om. of the 
in.titution. before the project began oper.ting -- the fact that proj.ct 
initiativ.. have .ncouraged and facilitated th ••• advanc •• cannot b. 
diaputed. 

Th. _jor foeu. of the fir.t y.ar of .tabilization activiti.. i. on 
the high 1 ... 1 of loan d.linqu.ncy pr.val.nt in the credit union •• 
union. have exa.ined th.ir loan portfolio. to d.t.rmin. which loan. 
be con.id.red DOD-r.cov.rabl.. Ixi.ting r ••• rv •• agaiD.t bad debt., 

reducing 
C--1it 

ld 
well 

a •• aving. and .har •• of the d.linqu.nt member., were deducted from tI .• 
out.tanding loan amount. and the diff.r.nc. a •• igned to a new accoun~ for 
lat.r liquidation. Financial .tabiliaation fund. a~thoriaed by the proj.ct 

21_Keta• d. Mejorami.nto In.titucional COnt.nida •• D 10. COntrato. y 
Avanc •• a A;o.to d. 1989.- Slncrito R. Cifu.nt •• , PlRACOAC. 
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are equiv.l.nt to the amount .w.itinq liquid.tion. Th. fund. are provided 
to the credit union •• • non-int.r •• t bearinq loan, which i. inv •• ted in • 
c.rtific.t. of d.po.it in the name of the proj.ct. I.rninq. from the 
c.rtificat. of d.po.it .r. mad •• v.ilabl. to the cooperative ov.r • fiv.-
y •• r period to .llow the qr.du.l remov.l of th •••• ccount. from the book •• 
Any coll.ction. m.d. on lo.n. .lr •• dy writt.n-off .r. u.ed to cr •• t. furth.r 
r ••• rv •• aq.in.t b.d d.bt, thu. dir.ctly incr ••• inq the credit union'. 
c.pit.l r ••• rv... At the .nd of thi •• x.rci •• , the cr.dit union will h.v. 
r.pl.ced it. non-r.cov.rabl. lo.n. with .n equiv.l.nt amount of .tabiliza
tion fund •• 

Althouqh it i. too .arly to me •• ur. the ~ct of th ••• procedur •• , .cme 
notic.abl. chanq.. h.v. tak.n pl.c.. P.rh.p. the mo.t ~rt.nt i. the v.ry 
d.ci.ion to cl ••• ify and writ. down unr.cov.rabl. loan.. Th.r. h •• be.n 
tr.dition.l r •• i.tanc. within the fed.r.tion .nd .ffili.t ••• q.in.t writing
down non-r.cov.rabl. lo.n., with the r •• ult th.t b.lanc •• h .. t. li.t non
viable •••• t •• nd thu. do not .ccurat.ly r.fl.ct the fin.nci.l po.ition of 
the in.titution.. M.n.q.r. h.v. f •• red th.t writinq off b.d lo.n. would .at 
• pr.ced.nt th.t would .ncour.g. oth.r member. to d.f.ult on th.ir 10.n •• 27 

Th •• v.ilability of .tabiliz.tion fund. w.. cited by participant. •• • k.y 
inc.ntiv. for implementinq .uch • r.dic.l policy r.form. It i •• 1.0 worth 
notinq th.t .t l ••• t on. credit union th.t i. not participatinq in the 
proj.ct i •• pplyinq the .&me .y.t ... 

At the .... time, however, corr.ct .pplic.tion of loan writ.-off procedur •• 
• hould h.v. r •• ulted in • reduction in DW~r.hip. Qiv.n the m.qnitud. of 
the writ.-off., th.t reduction .hould h.v~ been quit. larq.. FlNAOOAC h •• 
been r.luctant to purq. member.hip, bec.u •• of tmaq. and int.rn.l politic.l 
con.id.r.tion., and no reduction. in member.hip h.v. been r.ported. Sinc. 
incr..... in credit union member.hip h.ve .ccounted for n.arly .11 incr •••• 
in member.hip r.ported •••• ucc ••• indic.tor for the proqr .. 31 , the qlob.l 
proj.ct indic.tor. do not qiv •• n .ccur.t. pictur. of the proj.ct'. imp.ct. 

DeliAqu.DCJ 

A •• cond ~rtant policy ch.nq. th.t h.. been introduced by the project i • 
• new, more fi.c.lly con •• rv.tiv. method of c.lcul.tinq d.linqu.ncy. Credit 
union. in Qu.t ... l., and in Latin Americ. in q.n.r.l, h.v. tr.dition.lly 
c.lcul.ted delinqu.ncy to be only the payment. pa.t du.. Th. new method 
count. the .Dtir. balanc. of the lo.n •• beinq d.linqu.nt wh.n any pay.ent 
i. ov.rdu.. ~i. introduc •• the conc.pt th.t the .ntir • ..aunt i •• t ri.k 
and .ncour.qe. the cre.tion of r ••• rv •• to guard .q.in.t the pot.nti.l 10 ••• 

27On• of the participatinq credit union., howev.r, r.ported • dramatic 
incr •••• in r.cov.ry of d.linqu.nt lo.n. from me.ber. who .udd.nly f.lt 
compelled to correct th.ir d.linqu.ncy in the fir.t .onth. followinq the 
r.cl ••• ific.tion. 

21woccu, Informl Tlrc.r TrLmt.tr •• 1989. 
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D.linqu.ncy control will .1.0 be .ncour.ged by purging n~n-r.cov.rabl. loan 
.ccount.. Th. r.coqnition th.t th ••• are 10 •••• in.t •• d of viable •••• t • 
• ncour.g •• the in.titution to improve m.n.gement of it. credit portfolio. 
Accomp.nying thi. .r. improved credit polici •• th.t will furth.r r.duc. the 
ri.k of loan 10 •••• by .cr •• ning c.ndid.t •• b •• ed on th.ir hi.tory .nd 
ability to p.y. 

According to proj.ct r.port., d.linqu~ncy in the .ixt .. n p.rticip.ting 
credit union. h •• d.clined 69 perc.nt .inc. the initi.l b ••• lin •• tudy, .nd 
30 perc.nt .inc. the proj.ct b.g.n. 2' Th ••• figur ••• r. puzzling1 the 
.doption of • new, more .tring.nt d.finition of d.linqu.ncy .hould h.v. 
r •• ult.d in .n incr •••• , not d.cr •••• , of r.ported d.linqu.ncy. lqu.lly 
important, .t y.ar-.nd 1988, the mo.t r.c.nt period for which d.t. on the 
individu.l credit union. are .v.ilabl., 10 of the 16 participating credit 
union. h.d .ctu.lly .xperi.nc.d incr..... in d.linqu.ncy r.t.. .inc. the 
beginning of the proj.ct. 30 

Th. incr.... in FlMAOOAC lo.n int.r •• t r.t •• will .ncour.g. the credit 
union. to incr ••• ingly fund th.ir lo.n portfolio. through int.rn.l •• ving. 
mobiliz.tion. Int.r •• t paid to •• v.r. .hould now be r.l.tiv.ly lower than 
the co.t of c.pit.l borrowed from the fed.r.tion. Although •• v.r.l of the 
credit union. h.d, in f.ct, incr ••• ed int.r •• t r.t •• on •• ving. prior to the 
.tart of the proj.ct, particip.nt. h.v. cited the ~rtanc. of the 
proj.ct' •• upport .nd .ncour.gement in f.cilit.ting and .ncour.ging .uch 
.dvanc ••• 

Although •• v.r.l of the credit union. partiCipating in the program h.v. been 
c.pturing .ub.tanti.l incr.~ ••• in •• ving. d.po.it. in the pa.t few y.ar., 
oth.r. h.v. been un.ucc ••• ful in mobilizing •• ving. d •• pit. off.ring in-
cr ••• ed int.r •• t r.t... A •• rk.ting .tudy of credit union., und.rt.k.n 
r.c.ntly by the proj.ct, h •• r.v •• l.d th.t int.r •• t r.t ••• lon •• r. not 
.uffici.nt inducement to ~.ptur ••• ving •• nd new member., ••• ome credit 
union. h.v. di.cov.red. Th. PNO need. to h.lp rlKACOAC and it •• ffili.ted 
credit union. dev.lop an .ff.ctiv ••• ving. mobili •• tion .tr.teqy during the 
remaining period of the proj.ct. 

c. Impact Oft rlCOAa ••• red.r.tion 

rinanci.l .tabiliz.tion i. on. compon.nt of an ov.r.ll d.v.lopment .tr.teqy 
for PBCOAR th.t includ.. incr ••• ing •• 1 •• volume., incr ••• ing int.r •• t 
r.t •• , cr •• ting inc.ntiv •• for c •• h •• 1 •• , cr •• ting r ••• rv •• for b.d d.bt., 
writing off b.d loan., and incr ••• ing productivity. 

2'~ 

lOwoccu, rir.t Qu.rt.r Rlport« 1989, 
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Tb. financial .tabilization proqr .. focu ••• on recovering 10 •••• r •• ulting 
fro. high lOaD d.linqu.nci.. and operating 10.... during the political 
di.ruption. of the lat. 1970. and .arly 1980.. Stabilization fund. are 
available to rlCQAR and it. member cooperativ •• only aft.r member .har •• 
have be.n applied to cov.r 10..... A •• hown in Tabl. IV-2, rlOOAR'. 10 •••• 
d.riv. fro. •• v.r.l .ourc •• , including bad d.bt., inv.ntory 10 •••• , int.r •• t 
r.c.ivabl., oth.r •••• t. 10 •••• and .ccumulated operating 10 ••••• 

TAIL! IY·2 

CDIIICILIDATJCII 01 FECOU'S ACQIIJUTED LOUIS 
(III • 000) 

.. --------------____ mm ______ mm __________ .. _______ • ___ ·m. _____ •••• _ •• mq~ 

JUicino 
ley luflno Flor 

Type of Lou Quiche larrlOi Chi .. lteca ...•................... . .............. -............. -............. ~.-
IIfV!IITOIY 
FERTILIZER LQAII 
MDlI LI LOAIII. 
IECDlllTIUCT ICII LOAIIII 
IIITUEIT UClIYAlUS 
LOll OTIID rDR .AIIT' 
LC .. DTUQID.AIIITS 
ACaII.QIIOAT • LOllIS 

.. ·mAL, LOllI. 

LESS SllAUS 

~T OP STAlILJZATlCII 
FWmS NEEDED TO aMI 
LOllIS 

ITAlILIZATtCII NIDI 
DIST.IIUTB 

0.1 
76.7 

90.7 
73.2 
0.2 

19 •• 

......••. 
260.' 
12.4 ••.•..... 

241.1 

73.0 

21.2 

'.4 

. ........ 
26.6 

10.' ......... 
1'.' 

4.7 

1.9 
130.1 93.5 97.' 
ZO.4 
64.9 110.4 
96.9 104 •• 131.' 
47.1 ".1 

116.9 9.3 9.4 . ........ •.••..•.. .......... 
4Tr.0 209.4 360.3 

30.2 23.1 31.1 •........ ..•.••... . ......•.. 
446.9 1".3 322.2 

131.4 54.' M.' 

12 de 
Octlbre TOTALS ......... ........ 

1.0 3.0 
17.1 437.5 

20.4 
266.0 

19.7 431.7 
9.0 67.5 

19.6 
1".6 . ........ . ....... 

47.5 1,311.4 

7.5 122.1 

40.0 1,259.3 

11.. 370.4 
....................... . ...••••..•••••..••••••..•......•....••...•.........•......•... 
IMCOVEHD IALAICI 

STAlJLIZATIOII ~S 
DISTIJIIITID AI PUCDT 

OP TOTAL 

175.1 

19.70 

11.2 

1.26 

315.4 

35.49 

131.5 

14.79 

227.5 

25.59 

21.2 111.9 

3.17 100.00 

... __ ...... -•.••..•.•.••...••.....•••..........•..•.••.•••.....................•............... 
Sourc.: IIortfollo Invwtcory II'Id other ~colllCclbl. lou ... c HCh coaperetfYe. 
Lie. OIMildo Ollv. • "C. 

Although the .tabili.ation fund. W5r. only di.bur.ed thr .. .anth. ago, 
pr~ ••• toward .tu,Ubi.nq ReaM i. cl.arly .vid.nt. Int.r •• t frOli the 
$1.2 ai.llion di..tNraed to .tabUi.z. the cooperativ •• of ncou ha. g.n.r.ted 
$51,300 in r ... rYe~ to cover loan 10 •••• , while the new five perc.nt ri.k 
pr_iwa charC)ed on credit .al •• ha. g.n.rated $43,400. CO!lecti.on of loan. 
alr.ady wri.tt.n off a. uncollectible ha. contributed another $8,600 to 
nCOAR'. r ••• rYe •• 
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d. Imp.ct on FlOOAR Cooper.t1v •• 

Th •• tab111zat1on program 1. h.lp1ng PlCOAR'. cooper.t1v •• 1ncr •••• cap1tal-
1z.t1on in thr •• d1ff.r.nt w.y.a 

• Credit R1.k Premium -- • fixed f1v. pe~c.nt premium 1. now 
charged on •• 1 •• m.d. on credit. Th1. pr.ct1c. w •• intro
duced by the proj.ct to r.fl.ct credit r1.k.. Proceed. from 
th1. pr1c. d1ff.r.nt1.1 are h.ld •• r ••• rv ••• g.in.t lo.n 
10..... Th1. policy h ••• lr •• dy g.n.rsted $43,400 in r ••• r
v •• for the cooper.t1v •• in ju.t .ix month •• 

• R.t.1n.d Operating Surplu ••• -- the cooper.t1v •• h.v. agr •• d 
not to d1.tribut. any operating .~rplu ••• until .11 .ccumu
l.ted 10 •••• h.v. be.n p.1d. Oper.t1ng .urplu ••• will be 
r.t.1ned to r.cov.r oper.t1ng 10 •••• from pr.v1ou. y.ar •• 

• R.cov.ry of D.l1nqu.nt Lo.n. -- coll.ct1on. on loan. 
pr.v1ou.ly cl ••• 1f1ed •• non-r.cov.rabl. are u.ed to cr •• t. 
r ••• rv ••• g.1n.t future non-r.cov.rabl. lo.n •• 

Th. b •• 1c object1v. 1. to 1ncr •••• 1n.t1tut1on.l c.p1t.l, which con.1.t. of 
r ••• rv •• and r.t.1ned .urplu.... Th1. c.p1t.l do •• not belong to memb.r. 
and cannot be w1thdr.wn. Sine. .har •• do not r.pr ••• nt • perman.nt .ourc. 
of c.p1t.l, d.pend1ng on them 1ncr ••••• the vuln.rab111ty of the cooper.
t1v.. Building it. own 1n.t1tut1on.l c.p1t.l .tr.ngth.n. the cooper.t1v., 
and .llow. it to make financial and bu.1n ••• d.c1.1on. fro. •• trong po.1-
t1on. 

Tabl. IV-3, on the following p.g., .how. 1ncr •••••• nd d.cr ••••• in .h.r •• 
and in 1n.t1tut1on.l c.p1t.l .1nc. the proj.ct .t.rted to prov1d •••• 1.t.nc. 
to FlCOAR'. cooper.t1v... Th. tot.l 1ncr •••• in .1ght month. of oper.t1on 
h •• been minimal. Wh.n the new .dm1n1.tr.t1v •• nd fin.nci.l poliei •• h.v. 
h.d more tiDe to taka root, the impact will be cl.ar.r. 

Th. only .ccount th.t incr ••• ed .ignificantly during thi. period w •• 
r ••• rv •• , du. to the ~ct of the .tabiliz.t1on progr... A n.t iner •••• of 
$46,000 i ..... 11 amount .g.1n.t the tot.l amount of the 10 •••• id.ntified 
und.r the .tab11iz.tion program. N.v.rth.l ••• t it i •• po.itiv •• ign th.t 
the fiv.-year progr .. will .ctu.lly produc. the .xpected r •• ult •• 

Th. d.cr.... in .har.. i. .xpected •• cooper.tiv.. .pply .h.r. d.po.it • 
• g.in.t corr •• poDding non-r.cov.rabl. lo.n b.l.nc... R.t.ined .arn1ng •• how 
• n.t d.cr •••• of $26,500. S1nc. mo.t cooper.tiv •• clo •• th.ir book •• t the 
.nd of D.,:ember •• ch y.ar, thi. d.cr •••• h •• not y.~ been .pplied. At th.t 
tiDe th.y will h.v. to requ •• t .uthor1z.tion from the g.n.r.l ••• embly to 
.pply .urplu ••• to in.titution.l c.p1t.l. 
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TABU IV-3 

PBCOAR'S COOPERATIVES 
INSTITUTIONAL CAPITALIZATION 

($ 000) 

••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

COOPIRATIW 
--------------------
SAN MORIS 

DIC. 1988 
AUG. 1989 

PLOR CHIHALTBCA 
DIC. 1988 
AUG. 1989 

Jj7STO R. BARRIOS 
DIC. 1988 
AUG. 1989 

RlY QUICBI 
DIC. 1988 
AUG. 1989 

CUNA DKL SOL 
DIC. 1988 
AUG. 1989 

12 DI OCfa_ 
DIC. l'U 
AUG. 19.' 

TOTAL IQT IlICRIMIlfT 

RlTAINED 
SHARIS RlSIRVIS CAPITAL IARNINGS 

87.2 
84.5 

44.0 
62.7 

24.0 
22.2 

4.7 
0.4 

TOTAL 

159.9 
169.8 

(2.7) 18.8 (1.8) (4.4) 9.9 

116.8 
93.6 

6.0 
6.4 

35.0 
35.0 

(9.1) 148.7 
135.0 

-------- -------- -------- -------- --------
(23.2) 

99.7 
86.8 

0.3 

4.3 
7.4 

18.1 
18.2 

9.1 

4.9 

(13.8) 

127.0 
112.3 

( 12 • 9 ) 3 • 1 O. 1 ( 4 • 9 ) ( 14 • 7 ) 

120.7 
103.8 

(16.9) 

244.5 
268.7 

24.2 

.7.1 
104.4 

17.2 

2.7 
6.2 

3.5 

20.7 
38.5 

17.8 

50.7 
53.2 

2.5 

25.3 
25.3 

26.8 
26.8 

21.6 
21.6 

14 •• 

12 .5 
1.0 

(11.5) 

148.7 
135.3 

(13.3) 

306.8 
334.1 

27.2 

171.9 
180.1 

8.2 
•••••••• •••••••• •••••••• •••••••• • ••••••• 

(14.2) 46.0 (1.7) (26.5) 3.6 

Source. COoperative aalance Sh .. t •• O.valdo Oli.a, PPC. 
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D.liDqueDcr and Meab.r.bip Polici •• 

FECOAR cooperative. have improved d.linqu.ncy control during the pa.t few 
y.ar.. Th. norm ha. b.com. for cooperativ •• to clo.e the y.ar with zero or 
min~~al d.linquency on th.ir -curr.nt- loan., tho •• which were i •• u.d that 
year. Significant change. in admini.trativ. practic •• date to 1984, when 
the f.d.ration plac.d it. own admini.trative controll.r. in .ach cooperative 
to improve management. 

rzCOAR and it. affiliated cooperativ •• have .xperimented with a vari.ty of 
t.chniqu •• to improve r.cov.ry of -non-r.coverabl.- loan.. On. t.chnique 
wa. to off.r a moratorium on int.r •• t payment. for d.linqu.nt loan •• FECOAR 
r.imbur.ed it. cooperativ •• for half of the inter •• t due on any principal 
collected during the moratorium. Anoth.r technique involv •• the organiza
tion of member. into .mall borrow.r group •• 31 Loan. are only mad. to indi
vidual. who belong to group. that ar. curr.nt in th.ir payment.. If on. 
member i. d.linqu.nt on a loan, the m.mb.r. of hi. group al.o b.com. in.li
gibl. for new loan.. Pe.r pr ••• ur. within the group .ncourag •• earlier 
canc.llation of d.linqu.nci •• and, in .ome ca ••• , group. have j.cid.d to 
a •• i.t d.linqu.nt memb.r. by paying off the loan and r •• toring the group to 
good-.tanding. A. a r •• ult, the cooperativ •• have k.pt delinqu.ncy und.r 
much bett.r control. According to PMO .tati.tic., d.linqu.ncy in the FECOAR 
.y.t .. had d.clined from 82.234 perc.nt in 1986 to 55.74 perc.nt in 1989. 32 

Whil. many of th ••• k.y chang •• pr.-dat. the prc, the financial .tabiliza
tion compon.nt of the proj.ct ha. provided a po.itiv. mechani.m for handling 
hi.torical 10 ••••• 

3. lu..arr 

Th •• tabilization program r.pr ••• nt. an innovative approach to h.lping 
cooperativ •• cope with the problem. of unr.cov.rabl. loan. and w.ak capital
ization. By combininq a program that g.n.rat ••• arning. to cov.r 10 •••• 
with a di.ciplined approach to controlling curr.nt d.li~qu.ncy, conducting 
an annual apprai.al of the loan portfolio, .y.tematically writing off 
unr.cov.rabl. loan. and building r ••• rv •• to cov.r loan 10 •••• , the .tabili
.ation pro;r ... hould ha.e a long-t~~, po.itiv. impact on participating 
cooperati .. organization •• 

31Thi• t.chniqu. i. al.o u •• d to control the quality of the member.hip 
ba.e by requiring that new member. be acc.pted by an •• tabli.hed group. 
Thi. incorporate. an ability-to-pay te.t at the gra~.-root. level, .inc. the 
a.piring member'. peer. will not acc.pt him if it appear. h. will not have 
the capacity to •• rvice ~i. d.bt. 

32WOCCU, InfOrm! Tercer Trime.tr •• 1989. 

http:groups.31
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a. Credit Coapoa.at 

Credit •• rv •• a. the third and fin.l .t.g. in the cooper.tiv •• tr.nqth.ning 
proc.... Participating fed.r.tion. and cooperativ •• can ace ••• cr.dit funda 
wh.n th.y have .ucc ••• fully complied with in.titutiona~ d.v.lopment and 
.tabilization condition.. Di.bur.ement of credit f~nd. i. ba.ed on .ound 
bu.in ••• ju.tification, .t competitive mark.t int.r •• t rat... Th. cr.dit 
program i. not int.n~ed to be conc ••• ionary. 

No credit fund. h.v. been di.bur.ed und.r the proj.ct. Strict credit 
polici •• , a. d.fined in the COOper.tiv. Agreement and policy quid.lin •• , and 
poor financial and admini.trativ. condition. in the fed.ration. and coopera
tiv •• h.v. d.l.yed credit di.bur .... nt. und.r the proj.ct. rlDlooAG, 
P'BDBCOVERA, and rlDICooN h.v. not been able to me.t .ligibility crit.ri •• 
ARTBXoo .nd Z:'ZNACOAC do not h.v. an i1mIedi.t. n.ed for credit fund •• 

Th. only credit di.bur.ement pl.nned to d.t. ha. been a $1.0 million lo.n to 
PEooAR to import f.rtiliz.r. Th ••• pl.n. did not m.t.ri.liz. for a v.ri.ty 
of r ••• on., including I 

• rlooAR could not pric. f.rtiliz.r competitively bec.u.. the 
Guatemal.n gov.rnment i •• ngaged in • major politic.lly
motiv.ted .ub.idy program th.t ha. been financed by the 
It.lian gov.rnment1 

• rlOOAR cannot compete .ff.ctiv.ly with • larg. priv.t. 
f.rtiliz.r v.ndor (DISAGRO) th.t control. 60 perc.nt of the 
loc.l f.rtiliz.r aark8t1 and 

• AID requirement. th.t commoditi •• mu.t be of u.s. origin .nd 
carried in U.S.-regi.t.red .hip. would r.i •• the pric. of 
rlooAR f.rtiliz.r to non-competitive l.v.l •• 

During 1989 for .xampl., the Gu.tem.lan gov.rnment .old f.rtiliz.r at 20 to 
25 perc.nt below mark.t pric... rzOOAR' •• al •• d.clined 50 perc.nt, l •• ving 
an un.old inv.ntory of approximat.ly 7,500 ton •• ll 

Iv.n though the credit compon.nt h •• not been u.ed to·dat., it .hould be 
r.t.ined •• an t.portant .lament of proj.ct .trateqy. A. the .gricultur.l 
cooperativ •• progr ••• with th.ir in.titutional d.v.lopment and .tabiliz.tion 
proqr ... , they will need financing to provide new or expanded •• rvic •• to 

llTh. proj.ct i. funding f.rtiliz.r t •• t. in rlCOAR cooper.tiv •• to 
demon.tr.t. the .dvant.g •• of 1 •••• xpen.iv., high.r-yi.lding f.rtiliz.r 
mixtur... Succ ••• ful .ffort. in thi •• r ••• hould id.ntify • pot.nti.l 
mark.t nich. for rlooAR in .peei.lized bl.nd., •• well a. incr •••• yi.ld. 
for participating f.rmer •• 
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their member •• lt The credit component i. the only mechani.m available to 
the project to addr ••• production, proc ••• ing and mark.ting i •• u •• , and the 
only re.ourc. available through the proj.ct to h.lp the fed.ratione generate 
incom.. Utilization of the credit compon.nt al.o h.lp. achieve other 
project goal. -- .uch a. compelling cooperativ •• to pay mark.t rate. for 
fund., promoting ration.l financial analy.i. and improving .conomic perfor
m.nce. 

3·Credit union., on the oth.r h.nd, .hould be able to meet incr •••• d 
c.pit.l need. through int.rn.l •• ving. mobilization. 

http:members.34


54 

Th. pr.viou. two ch.pt.r. pr ••• nted the accompli.hment. of the Cooperative 
Str.ngth.ning Proj.ct in t.rm. of ~.~e thr •• major compon.nt.: in.titutional 
d.v.lopment, fin.nci.l .tabiliz.tion .nd credit. Thi. ch.pt.r di.cu •••• the 
proj.ct'. potenti.l long-t.rm d.v.lopment.l imp.ct., p.rticul.rly in t.rm. 
of .chi.vi.l1g the proj.ct purpo •• and in ... uring the .u.t.inability of 
proj.ct r •• ult •• 

To pl.c. the di.cu •• ion in per.pectiv., the .v.lu.tion t.am b.li.v •• th.t 
the COoperative Str.ngth.ning Proj.ct h •• corr.ctly id.ntified two k.y 
problem. und.rlying the w •• kn ••• of the cooper.tiv. movement in Gu.temal.: 
a weak financi.l b ••• and in.dequ.t. m.nagement. Mor.ov.r, the proj.ct i • 
• ffectiv.ly addr ••• ing tho •• probl.m. -- the chang •• introduced in the 
Gu.tem.lan cooper.tiv •• y.tem through the proj.ct h.v. b •• n both .ignificant 
.nd import.nt. At the .ame time, how.v.r, the .v.lu.tion t.am ob •• rv.d 
thr .. w •• kn ••••• in the curr.nt proj.ct .ffort th.t d ••• rv. furth.r con.id
.r.tion .nd .ctionr 

1. Th. proj.ct'. approved time frame and r •• ourc. l.v.l are 
in.uffici.nt to .ccompli.h the proj.ct' •• t.ted obj.ctiv •• , 

2. Th. proj.ct •• it i. curr.ntly d •• iqned d01. not .dequ.t.ly 
.ddr ••• the bu.in ••• volume problem. of the non-financial 
cooperativ •• , y.t th ••• ar. al.o .ignificant impediment. to 
d.v.loping a viable and .ff.ctiv. cooperative movement, and 

3. Th. project i. not paying .uffici.nt att.ntion to the i.~u. 
of d.v.loping a capacity within the cooper.tiv. in.titution. 
to .u.t.in proj.ct .ctiviti ••• nd ben.fit. b.yond the life of 
the proj.ct. 

Thi. chapt.r focu ••• on th ••• thr .. i •• u... Th. di.cu •• ion i. particularly 
r.l.vant for two r ••• on.. Pir.t, the i •• u •• h.v. implic.tion. for pl.nr.~ng 
the remaind.r of the pr ••• nt proj.ct .ffort. Th. proj.ct i. about 60 
perc.nt compl.ted, and modific.tion. introduced .t thi. time c.n improve it. 
long-t.rm ~ct. Second, OSAID/Gu.tem.l. i. con.id.ring an ext.n.ion and 
.xpan.ion of the proj.ct. Ond.r.tanding the limit.tion. of the pr ••• nt 
.ffort can l •• d to an improved d •• iqn for the follow-on ph •••• 

A. PZ'O.pect:. for Acbi •• iAg Proojeci: PuqlO •• 

aDd lOP. CODditioa. 

Th. purpo •• of the COoper.tiv. Str.ngth.ning Proj.ct i. to d.v.lop • viable 
and .ffectiv. cooper.tiv. movement th.t i. providing high-qu.lity •• rvic •• 
to the rur.l •• ctor. It i. to do thi. by .tr.ngth.ning ••• l.cted group of 
cooper.tiv. fed.r.tion •• nd priaary cooper.tiv... Th. project h •• mad •• 
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.ignificant contribution to achieving that purpo.e. The federation. and 
cooperative. have in.tituted important change. in policie., procedure., 
management, capitalization and fi~ancial &dmini.tration. Without the.e, the 
purpose could not be achieved. 

At the .ame time, two important con.traint. -- the time-remaining in the 
project and the amount of re.ource. for financial .tabilization -- could 
cause the project'. impact to fall .hort of expectation •• 

1. Life-of-Project Con.traint. 

The project i. con.iderably behind .chedule. At the time of this evaluation 
(September-October, 1989), only .ix month. remained in the technical a •• i.
tance contract and eighteen month. until the .cheduled project activity 
completion date. Yet, the project ha. worked with only a limit~d subset of 
the federated cooperative movement, and has only recently begun to work with 
the primary-level cooperative •• 

The project ha. fallen behind .chedule for a variety of rea.on.. The 
initial expectation. were undoubtedly optimi.tic. Contracting and initiat
ing the technical a •• i.tance took longer than anticipated in the initial 
projection.. Al.o, project re.ource. were .pread over a wider number of 
organization. than originally contemplated, with the re.ult that more time 
had to be devoted to carrying out the diagno.e. of the various in.titution •• 

A. a re.ult, the project ha. not yet been able to integrate all a.pect. of 
the cooperative strengthening program in all federation.. Although all 
federation. have .igned in.titutional development agreement., and are 
receiving on-going a •• i.tance in this area, only two Are participating in 
the stabilization program. The other federation. have not met the project'. 
criteria -- operating .tandard. and tied capital contribution. -- for 
participation in the .tabilization program. No federation. are, a. of this 
time, benefitting from the credit program. 

In addition, the project ha. only recently begun to work with the primary 
level cooperative., and then only with a few cooperative. in only three of 
the .ix federation.. Almo.t all activities through at lea.t June 1989 had 
been focu.ed on the fed.ration.. Twenty-nine cooperative. are receiving 
a •• i.tance through the in.titutional development activities of the project, 
and only 9 credit union. and the 6 FlOOAR cooperative. are participating in 
the .tabilization program. 35 

350ne of the problem., of cour.e, i. that the project purpo.e doe. not 
(in either the PID or the Project De.ign Document) e.tabli.h any target. o~ 
the number of cooperative. the project .hould work with. Thu., there i. no 
.tandard again.t which to judge project performance. 

1l 
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TABLa V-1 

IMPLEMENTATION AT COOPERATIVI LEVEL 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
Number Particip.tinq 

Number of Number of --------------------------Affili.ted Coop. In.titution rin.ncial 
red.r.tion Coop. Oiaqno.ed D.v.lopment stabil h.tion 

---------- --------- --------- ----------- -------------
ARn:XCO 22 10 5 
n:COAR 6 6 6 6 
n:OSCCON 34 
n:OECOAG 46 6 
FEOECOVBRA 28 28 4 
n:NACOAC 68 16 14 9 

Tot.l 204 66 29 15 

Littl. time remain. in the proj.ct to initi.t. work with • bro.d.r number of 
prim.ry 1.v.l cooper.tiv... Sv.n 1 ••• time rem.in. to .ucc ••• fully intro
due. en. r.th.r m ••• iv. chanq •• required by the proj.ct, or to .01idify .nd 
r.inforc. any chang •• th.t might be introduced. Ixt.rn.l t.chnic.l ••• i.
tanc. i •• cheduled to .nd in 6 month.. A. the Chi.f of Party ob •• rved, ·By 
1990, we will not h.v. been able to r •• ch .11 of the cooper.tiv •• w •• hould 
h.v., and we will not h.v. been with them long .nouqh to pr.v.nt b.ck
.lidinq. Th.r. h •• n't be.n .nough time to int.rn.liz. the v.lu ••• •l6 

Th. proj.ct al.o doe. not have .nouqh fin.nci.l r •• ourc •• to compl.t. the 
fin.nci.l .tabili •• tion program. All of the oriqin.lly .chedul.d fin.nci.l 
.tabi1iz.tion r •• ourc •• h.v. been committed, y.t the program i. only working 
with two of the .ix fed.r.tion. and only 15 pr~ l.v.l cooper.tiv ••• 
Iv.n if .11 credit co.pon.nt fund. were .hifted ~o .tabili •• tion, the 
proj.ct would f.ll about $1.2 million .ho~ of the •• t~ted need for 
.tabili.ation fund.. With. tot.l •• tt.ated need of .pproximat.ly $6.5 
million, ju.t among cooper.tiv •• that h ... been an.lyzed, it i. obviou. th.t 
the amount of r •• ourc ••• v.ilabl. i. in.uffici.nt to .ccoapli.h the pro
j.ct'. obj.ctiv •• , .t l ••• ~ •• th.y are curr.ntly .ppli~. 

36In~.rview on S.ptember 22. 
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TABLB V-2 

ISTIMATES or TOTAL KIlOS FOR STABILIZATION FUNDS 
($ 000) 

•••••••••••••••••••• u •••••••••••••••••••••••••••••••••• 

I.timated Need for Stabilization Fund. 

rederation rederation. Cooperative. Total 

------------- ----------- ------------ --------
ARTBXCO 36 36 
!'BCOAR 370 889 1,259 
!'BOICCON 
!'BOICOM 790 n.a. 790 
!'BOICOVJ:RA 720 540 1,260 
r1NACOAC 900 2,250 3,150 

------ ------
Total $2,780 $3,715 $6,495 

Note. Total. for rlOICOAG cooperative. have not been 
e.t1aated. 

3. Iu..&rr 

The original project de.iqn provided for a five-year technical a •• i.tance 
effort to match the five-year life of project. That wa. reduced to three 
year. in the proce.. of neqotiatin9 and contractin9 the technical a •• i.
tance. Th. origiaal project de.iqn al.o undere.timated the amount of 
.tabilization fund. needed to addre •• the problem. of the participating 
cooperative or9ani.ation.. The •• two .hortcoming' thr.at.n to reduce the 
ben.ficial tmpact of the project. 

OSAIO/Guatemala .hould, at a minimum, con.ider (a) extending external 
technical a •• i.tanc ••• rvic •• to the project through at l.a.t the .chedule 
project acti.ity compl.tion date (Jun. 1991), and (b) incr.a.ing the amount 
of fund. a.ailable for .tabilization. Th •••• xten.ion •• hould be predicated 
on refined output and purpo.e-level target. that .pecify working with a 
larger number of priaary lev.l .ocietie •• 

/ 
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A. d •• igned and, tor the mo.t p.rt, implem.nted, the Cooperative strengthen
ing proj.ct h •• thr •• compon.nt.: in.titution.l d.v.lopm.nt, tin.ncial 
.tabiliz.tion .nd credit. Th. proj.ct w •• d •• igned to .ddr ••••• pecitic 
•• t ot m.n.g.ri.l and tin.nci.l problem., and did not contempl.t •• gricul
tur.l or oth.r bu.in ••• --ori.nted t.chnic.l ••• i.t.nc •• 

In t.ct, the production, proc ••• ing and m.rk.ting problem. in .t l ••• t two 
of the ted.r.tion. (FIOECOAG .nd FlOECOVlRA) .r •• 0 critic.l th.t th.y would 
•• em to und.rmin. any po.itiv. ben.fit. th.t can be .chi.v.d in the .r ••• of 
man.gement and financ.. Th. proj.ct h •• produced noticeable chang •• in both 
of th ••• fed.r.tion., and both h.v •• xpr ••• ed • commitment to .u.t.ining 
proj.ct-initi.ted .ctiviti... Th •• conomic b ••• ot both fed.r.tion. i •• 0 

w •• k, howev.r, th.t it doe. not .ppe.r th.y will b. able to .u.t.in the 
ch.ng... ARnxco and RCOAR f.c. 8imilar, though 1 ••••• v.r., production 
.nd mark.ting problem. th.t .r. not b.ing .dequ.t.ly .ddr ••• ed by the 
proj.ct. 

In .t l ••• t two c •••• (RCOM .nd ROECOVERA) the proj.ct h ••• xp.nd.d 
beyond the con.tr.int. ot the origin.l proj.ct d •• ign to ott.r .gricultur.l 
t.chnic.l ••• i.tanc.. An .gronomi.t i. dir.cting f.rtiliz.r ti.ld tri.l. in 
FlCOAR cooper.tiv.. in the hope. of .ncour.ging f.rmer. to .hift to more 
.ff.ctiv. and 1 ••• co.tly f.rtiliz.r bl.nd.. Th. proj.ct h ••• 1.0 hir.d .n 
.gronomi.t to work with the FlOECOVlRA coff.. cooper.tiv.. in .n .ttempt to 
r.habilit.t. coff .. ti.ld. and incr •••• productivity. In both c •••• the new 
•• rvic. h •• baen popular and con.id.red •• ucc •••• 

Th. COOper.tiv. Str.ngth.ning Proj.ct w •• d •• iqned to .ddr ••••• pecific •• t 
of problem., th ••• did not includ. improving production, proc ••• ing, 
mark.ting or oth.r t.chnic.l •• pect. of the cooperativ •• ' bu.in.... In 
f.ct, b •• ic bu.in ••• viability i •••• umed to b •• pr.condition of project 
••• i.t.nc.. In •• v.r.l c •••• thi •••• umption i. fl.wed. 37 In FEOICOVERA, 
for .xampl., the cooper.tiv.o .r. producing .n .v.r.g. of 1 ••• th.n 300 
pound. of c:1ried coff .. bfJan per manz.n. (.pproximat.ly 1.7 .cr •• ) compared 
to • n.tion.l .• v.r.g. of more th.n 3,000 pound. per m.nzan.. Onl ••• thi. 
problem i •• ddr ••• ed, the fed.r.tion and it. cooper.tiv •• will n.v.r h.v • 
• uffici.nt .arnin9 power to become .ff.ctiv. rur.l •• rvic. ag.nt •• 
PlDICOVIRA .180 need •• cc ••• to credit to fin.nc. the har. •• t and build 
member confid.nc.. rin.lty, the fed.r.tion n.ed. to con.id.r .nd d.v.lop 
oth.r bu.in •••• ctiviti •• to •• rv. and h.lp it. cooper.tiv ••• 

Likewi •• , FlDICOAQ l.ck ••• olid bu. in ••• r.l.tion.hip with it. member 
cooper.tiv... It h •• tr.dition.lly functioned ••• conduit for .xt.rn.l 

37 It i. ~rtant to not. th.t the 1 ••• viable org.niz.tion. w.r •• dd.d 
to the proj.ct during n89oti.tion., .nd were not r •• lly included in the 
initi.l d •• iqn. Th. proj.ct t.am origin.lly w.nted to work only with the 
.trong •• t of the cooper.tiv.. in •• ch fed.r.tion, in ord.r to build • 
critic.l b ••• of viabl. cooper.tiv •• uPportin9 •• ch feder.tion. 

http:flawed.37
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don.tion.. It. memb.r cooper.tiv •• w.r., in the •• tabli.hment of the 
f.d.r.tion., .xempted from p.ying any .ntranc. f ... or annu.l du... Th. 
v.lu. of .ny •• rvic •• it might b. able to provide i. not imm.di.t.ly 
apparent. Unl ••• it i. able to g.n.r.t. bu.in ••• incom., the oth.r change. 
introduc.d by the proj.ct will b. diffic~lt to .u.t.in. 

At le •• t two of the oth.r fed.r.tion. -- FECOAR .nd ARTEXCO -- n •• d a •• i.
t.nc. th.t c.nnot be .dequ.t.ly provid.d through the pr ••• nt proj.ct. 
ARTEXCO n.ed. h.lp in m.rk.ting -- id.ntifying new m.rk.t., •• tabli.hing new 
cont.ct., how to h.ndl •• xport ord.r. and g.t p.id. It .hould b. ti.d in 
with the GREHIAL, or oth.r .imilar .xport-ori.nted organiz.tion., and 
r.c.iving ••• i.tanc. from • proj.ct or •• rvie •• imil.r to PROIXAG. FECOAR 
n.ed •• ddition.l ••• i.t.nc. in long-t.rm .trategic pl.nning .nd bu.ine •• 
pl.nning, •• well •• continued ••• i.t.nc. in .gricultur.l production and 
mark.ting. 

In .ummary, while the Cooper.tiv. Strength.ning Proj.ct .ddr ••••• a signi
ficant •• t of problem. for .11 of the cooper.tiv. group., it i. not designed 
(.nd w •• not int.nded) to .ddr.s •• ome of the m.jor problem. f.cing the non
fin.nci.l cooper.tiv... Thi. i. not .n int.gr.ted rur.l d.v.lopme~t project 
and, perh.p., .hould not try to b.. Th. proj.ct'. pr ••• nt focus on .treng
th.ning fin.nci.l and .dmini.tr.tiv. man.gem.nt i. both .pptopri.t •• nd 
important, .nd n.ed. to be continued. Howev.r, the bu.in ••• viability 
i •• u.. f.cing .t l ••• t two of the f.d.r.tion. are .0 ov.rwh.lming th.t 
providing furth.r proj.ct ••• i.tanc. in fin.nci.l .nd .dmini.tr.tiv. 
m.n.gement would probably be w •• t.d. OSAID/Guatemal •• hould .xplor. ways to 
.ddr ••• the bro.d.r bu.in.s. n •• d. of the cooper.tiv. in.titution. assisted 
by the proj.ct -- .ith.r through .dding .gricultur.l t.chnic.l ••• ist.nce 
r •• ourc •• to this proj.ct or through oth.r proj.ct. or .ourc ••• 31 

Th. i •• u. of .u.t.inability i. n.c •••• rily • m.jor conc.rn for d.v.lopment 
proj.ct.. S.ldom are the ~i.t. r •• ult. of • proj.ct .uffici.nt to 
ju.tify the activity, -d.v.lopment- h •• occurred only if the proj.ct h •• 
cr •• ted .n on-going cAp.city to continu •• nd .v.n .xp.nd on the initi.tiv •• 
g.n.r.ted by the proj.ct. A.I.D.'. conc.rn with .u.t.inability .tam. from 
the r.ality of it. own p •• t .xperi.nc •• -- .u.t.inability h •• prov.d to be 
particularly .lu.iv. and difficult to .tt.in, .v.n in oth.rwi ••• ucc ••• ful 
proj.ct •• 

A di.cu •• ion of .u.tainability i. n.c.~larily .ubj.cti .. , and th.r.for. 
controv.r.ial. It i •• proj.ction of wh.t i. lik.ly to be, b •• ed 1 ••• on 
the merit. of the particular proj.ct th.n on the .ccumulated .xperienc. of 
the d.v.lopment community. Th.t .xperi.nc. con.i.t.ntly emph •• iz •• the n.ed 
to be conc.rned with the i •• u. of .u.t.inabilitYI ~u.t.inabl. r •• ult. t.nd 

lITh ••• could be A.I.D.-funded proj.ct., .uch •• PROBXAG or the new 
coff .. project, or non-A.I.D •• ctiviti •• , .uch •• P8.C. COrp. or the lOB. 
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to be the .xc.ption r.th.r th.n the rule in d.v.lopment .ffort. -- •• pec
i.lly in.titution-buildinq .ffort.. Th.t .xperi.nc •• 1.0 provid ••• 
rel.tiv.ly bro.d .nd w.ll-.tudied body of knowledq. about the problem. of 
Bu.t.inability th.t can b. u •• d to .n.lyz. curr.nt proj.ct .ffort •• 

It i. import.nt to k •• p in mind th.t .u.t.inability i •• m.tter of d.qr •• 
r.ther than .impl. -y •• - or -no.- In .ny proj.ct tft.r •• r •• om. initiatives 
th.t will b •• u.t.ined and other. th.t will not be. To r.i •• qu •• tion. of 
.u.t.inability, th.r.for., i. not condemn. proj.ct, but to id.ntify 
pot.nti.l w •• kn ••••• th.t, if .ddr ••• ed by tho •• implementinq it, c.n 
incr •••• the proj.ct'. pot.nti.l lonq-t.rm ben.fit •• 

Th. i •• u. of .u.t.inability in the c ••• of the COOper.tivo Str.nqth.ninq 
Proj.ct i. p.rticularly ~ompl... Th. proj.ct i. ambitiou. in it. obj.ctive. 
of initi.tinq profoundly .iqnific.nt ch.nq •• in the Gu.tem.l.n cooper.tiv. 
movement in • r.l.tiv.ly .hort period of time. Th •• v.lu.tion t.am look.d 
for indic.tor. of .u.t.inability in t.rm. of: 

• Ond.r.t.nding and commitment to implementing the .pecific 
chang •• introduced by the proj.ct; 

• commitment and ability to ab.orb r.curr.nt co.t. into the 
organiz.tion'. oper.ting budg.t; 

• Int.rn.liz.tion of the proj.ct' •• ctiviti •• in on-going 
fed.r.tion proqrama; and 

• Indic.tion. th.t fed.r.tion .nd cooper.tiv. m.n.g.r. ar., in 
f.ct, .dopting an .ntr.pr.n.uri.l .ppr~ach to th.ir oper.
tion •• 

Th. ch.ng •• th.t h.v. been initi.t.d by the p.rticip.ting fed.r.tion. .nd 
th.ir member cooper.tiv •• ar., indeed, major Ch~lg... Moreov.r, m.ny are 
irr.v.r.ibl.. Onc •• credit union ab.ndon. int.r •• t-fr ... har. c.pit.l •• 
it. m.jor .ourc. of fund •• nd begin. to p.y int.r •• t on d.po.it., for 
exampl., it i •• lma.t impo •• ibl. to r.v.r •• th.t d.ci.ion. 

Th. fed.r.tion. and cooper.tiv.. .tudied for thi. .v.lu.tion .... to be 
g.nuin.ly ca.aitted to the r.form. th.y .r. implementing. They .ppe.r to 
und.r.tand the logic of the r.form., recoqniz. the ben.fit., and are lik.ly 
to continu. to impl ... nt .o.t of them .ft.r the proj.ct h ••• nded. P.rh.p. 
the .trong •• t -.vid.nc.- of thi. commitment could be found in int.rview 
r •• pon.... the f.ct th.~ .. n.g.r •• nd .t.ft frequ.ntly .t.ted th.t the 
ch.ng •• were .om.thing th.y h.d .lr •• dy id.ntified •• nec •••• ry, but had not 
h.d the r •• ourc •• to implement, indic.t ••• po.itive id.ntific.tion with 
proqram objectiv •• and method •• 

At the .&me time, th.r •• r •• om. unr •• olved i •• u •• of .u.t.inability th.t 
.r. of .uffici.nt conc.rn to warrant continued .onitoring and .tt.ntion by 
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both OSAIO/Gu.tem.l •• nd the proj.ct team. For .xampl., rBOlCOAG .nd 
rlOlOOVlRA, for .11 th.ir good int.ntion., .ppe.r unlik.ly to be able to 
.u.t.in the .ctiviti •• without • fundamental .trenqth.ning of th.ir finan
cial po.ition -- th.y .imply do not h.v. the re.ourc •• to impl.m.nt the 
change •• ff.ctiv.ly, r.g.rdl ••• of th.ir int.re.t in doing .0. 

2. Co.aita.at to Ab.orb a.curr.at eo.t. 

At l ••• t two of the .ctiviti •• of the proj.ct h.v. long-t.rm budg.t :ica-
tion. for the particip.ting f.d.ration •• nd cooper.tiv... Th ••• larj 
inc.ntiv. program i. int.nded to incr •••••• l.ry l.v.l. to h.lp the organi
z.tion. r.t.in .t.ff, while the program to provide •• l&ri •• for .pecific 
po.ition. i. int.nded to h.lp the organiz.tion. hire needed .t.ff. Th • 
• u.t.inability of th ••• program. d.pend. on both • commitm.nt on the p.rt of 
the org.niz.tion .nd the r •• ourc.. to fund them. 

It w •• cl •• r from the .v.lu.tion int.rview. that the fed.r.tion •• nd cooper
.tiv •• view th ••• two program ••• don.tion. from the out.id., not •• a 
program th.t th.y are being h.lped to d.v.lop for them •• lv... Man.g.r. and 
board memb.r. int.rview.d in the variou. org.nization. r.cogniz.d the value 
and need for both the incr •••• d .t.ff and the high.r •• l.ri... Th.y did 
not, howev.r, r.f.r to th ••• two program ••• their own initi.tiv •• , which 
the proj.ct w ••••• i.ting, but •• initi.tiv •• of the Cooper.tiv. 
Str.ngth.ning Proj.ct. A. on. of the f.d.r.tion m.n.g.r ••• id, -Wh.n 
proj.ct funding .nd. we would try to g.t .om. oth.r donor to .upport the 
po.ition.. If we couldn't find funding w. would probably not b. able to 
k •• p them.- At l ••• t two of the fed.r.tion. l.ck •• ufficient r •• ourc. ba •• 
to .u.t.in •• lary incr ••••• or .ddition.l po.ition.. Wh.n proj.ct fund • 
• nd, th.r.for., th.r. i ••• trong po •• ibility th.t th ••• two initi.tiv •• 
will .1.0 .nd. 

An .It.rn.tiv. to the curr.nt •• lary inc.ntiv. plan would h.v. be.n to 
provide t.chnic.l ••• i.t.nc. to h.lp the f.d.ration •• nd cooper.tiv •• 
d.v.lop and .dopt offici.l •• lary inc.ntiv. plan.. Th. proj.ct could th.n 
••• i.t in tmpl ... nting tho •• pl.n. by providing • limited .ub.idy ov.r • 
d.fined period of time, with • d.finit. pl.n .nd .ch.dul. for ph •• ing the 
new •• lary l.v.l. into the regul.r oper.tion. of the fed.r.tion or coopera
tiv •• lt Al.o, the procedure for in.titution.lizing the inc.ntiv. program -
- building r ••• rv.. thi. y.ar to p.y • bonu. n.xt y.ar -- doe. not •• em to 
be ••• ff.ctiv ••• olution •• planning • perform.nc. bonu. to be p.id from 
thi. y.ar'. profit margin •• 

Th. fundin9 of .pacific technici.n. or .t.ff po.ition. within the fed.r.
tion. doe. not .... to be pl.nned in the cont.xt of .u.t.inability. Th.r. 

ltAn .v.n bett.r .ppro.ch i. not to .ub.idiz. ..lari.. program, but to 
tie .ome oth.r form of ••• i.t.nc. to impl.mentation'of ••• lary inc.ntiv. 
program by the organiz.tion. Thu., credit fund. -- which could g.n.r.t. the 
income needed to p.y for the •• l.ry incr..... -- could be r.l ••• ~ upon 
.doption of incr ••• ed •• lari.. by the bo~rd. 



62 

.r., .t be.t, only v.qu. plan ••• to wh.th.r or not, or how, the cooper.
tiv •• and fed.r.tion •• r. to continua employ in; th ••• per.on •• ft.r proj.ct 
fund •• nd. Whilo .om. of th ••• m.y not need to be lonq-t.rm po.ition. -
th.y .r. only n.eded to q.t .om.thinq don. or •• t .omethinq in pl.c. -- it 
do •• not appe.r th.t tho •• crit.ri. w.r. u •• d to •• t up the proqram. 
Proj.ct plan. do not indic.t •• n optim.l .t.ffinq p.tt.rn for •• ch orqaniza
tion, and do not cont.in •• tr.t.qy for r •• chinq .nd fin.ncinq tho ••• taf
finq l.v.l.. An .It.rn.tiv. would h.v. be.n to h.v. the fed.r.tion or 
cooperative cr •• t. the po.ition offici.lly, .nd d.v.lop • pl.n for dimini.h
inq .ub.idi •• th.t would ••• ur. the continu.tion of the po.ition .ft.r lOPS. 

It i. difficult to •••••• the degr .. to which proj.ct conc.pt. h.v. be.n 
int.rn.liz.d by the proj.ct b.n.!~ci.ri... To •• v.r.l of the PMC .t.ff 
member. it i. .pp.r.nt th.t the f.d.ration. .r. p.rticip.tinq in the project 
primarily b.c.u •• of the pot.ntial for fundinq -- .tabiliz.tion fund., 
credit and limit.d commoditi... Th.y h.v •• cc.pted the r.form ••• n.c •••• ry 
condition. for obt.ininq fundinq, but it i. not cl.ar th.t th.y r •• lly 
beli.v. in tho •• r.form.. A. on. ob •• rved, -Th. chanq •• th.t the proj.ct 
h.. .ttempted to initi.t. are not comfortabl. to them. Th... r:auir. 
ch.nq •• and •• tyl. of .ction diff.r.nt from wh.t th.y wanted.-~ 

In both the fir.t and •• cond qu.rt.r. of 1989 the PMC r'ported continu.d 
r •• i.tanc. to .ome of the conc.pt •• 

Th. PNO continu.. to .uff.r from the r.luctanc. of f.d.r.tion 
man.;ement and .dmini.tr.tion to .cc.pt conc.pt. pr ••• nted • • • 
(du. to th.) h •• vy .mph •• i. pl.ced on politic.lly •• ti.fyinq .11 
parti •• involved in the d.ci.ion-makin; proc ••• , thu •• voidinq 
conflict or h.vinq to m.k •• difficult d.ci.ion, r.q.rdl ••• of 
the b.n.fit the ch.nq. will brinq to the in.titution.'l 

Int.rview. with fed.r.tion m.n.q.r •• nd .t.ff q.v., in m.ny c •••• , an 
impr ••• ion th.t th.y t.nd to view the proj.ct ••• omethinq beinq don. -for
them r.th.r th.n an .ffort to h.lp them implement th.ir own proqram •• 

C.v.lopinq .u.t.inability and loc.l c.pacity i. probably the mo.t difficult 
ch.ll.nq. f.cinq any d.v.lopment proj.ct. To. qr •• t .xt.nt, the conc.rn. 
voiced h.r. about .u.t.inability are • r.fl.ction of the limited time-frame 
of the project. Giv.n the .hort time-fr~ (.t l ••• t the t.chnical ••• i.
tanc. ca.pon.nt), the proj.ct will not h.v. worked with .ith.r the fed.r.
tion. or the cooper.tiv.. lonq .nouqh to h.v. r.inforced ~h. conc.pt. .nd 
techniqu" of Lmpl ... ntinq the ch.nq ••• 

tOSt• ff int.rview., S.ptember 17-22. 

tlproy.cto rort.l.cimi.nto Cooper.tivo, R'p9rt' d. Actiyid.d •• d.l 
Primer TrLpt.tr. d'-1lIl, p. 9. 

http:institution.41
http:wanted.04
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Th. Cooper.tiv. Str.nqth.ning Proj.ct h •• h.d to focus on .chi.ving r •• ult. 
in • r.l.tiv.ly .hort tim. frame. In the rem.ining period of the proj.ct, 
and in the .v.nt of an .xt.n.ion, the proj.ct focus .hould .hift incr.a.
ingly tow.r.d int.rnalizing conc.pt •• nd building • loc.l c.p.city to .n.ur. 
the .u.t.inability of proj.ct-initi.ted ch.ng... Some action. and activ
iti •• m.y, inde.d, b •• hort-t.rm, required only during the lif. of the 
proj.ct it •• lf. oth.r., how.v.r, .ppear to b. long t.rm. Project documen
tation and work plan. do not cl.arly di.tingui.h b.tw •• n them, giving the 
un.a.y impr ••• ion th.t continu.nc. iz hoped for r.th.r than planned. 

At the .am. tim., th.r. are (a. will b. di.cu •• ed in P.rt Thre. of this 
report) i •• u •• conc.rning the appro.ch .nd style of the proj.ct that r "e 
dir.ct implication. for the long-t.rm .u.t.inability of proj.ct-initiG.ed 
.ctiviti ••• 

t. I.p.ct 00 Ori.at.tioo aad Co .. it.eat of ~h •• articip.ti09 Io.titutioa. 

Although the proj.ct h •• succ •• d.d in bringing about m.jor ch.ng •• in the 
f.d.r.tion. .nd p.rticip.ting cooper.tiv.. in t.rm. of policy r.form, 
man.gement pr.ctic •• , financi.l control •• nd b •• ic .ttitud •• , th.r. i •• till 
• problem in in.tilling • mod.rn, .ntr.pr.n.uri.l .pproach to cooper.tiv. 
man.gement. Th.y h.v •• cc.pted .nd .r. impl.menting the ch.ng •• r.comm.nd.d 
by the proj.ct, but th.r. doe. not •• em to b. a fundam.nt.l commitm.nt to 
ov.r.ll growth .nd improvement beyond the p.ram.t.r. of the proj.ct; th.y 
.ppear •• ti.fied with curr.nt l.v.l. of memb.r.hip, curr.nt oper.tion., 
curr.nt pr.ctic •• and curr.nt volume.. A •• xampl •• : 

• rBNAOOAC h •• been in • ·consolid.tion· ph ••• durin~ the p •• t 
15 y •• r.. During th.t time the movement h ••• t.gn.tedr no 
new credit union. h.v. b •• n formed, .nd member.hip h •• 
declin.d r.l.tiv. to the popul.tion. Y.t th.r. i. no indic.
tion th.t the fed.r.tion i. becoming more committ.d to 
promoting the growth and d.v.lopment of the cr.dit union 
.y.tem. 

• rlOOAR h.. h.d .ix member cooper.tiv.. .inc. it w.. form.d; 
it h •• grown n.ith.r in .cope or number of memb.r.. Th. 
man.g.r only work. part-time for the f.d.r.tion. It off.r. 
only one .ervic., and ha •• hown little int.r •• t in .xploring 
new product lin •• or •• rvic... red.ration management h •• 
• aid i~ would be willing to promote • new cooper.tiv., if 
.aDa donor would fin.nc. it. 

e rlOOAR'. man.gement h •• r.c.ntly in.tructed it •• dmini.tr.
tiv. controll.r. to .top •• lling f.rtiliz.r this y.ar. Th. 
fed.r.tion .till h •• Mbout 150,000 ~.ck. of f.rtili&.r in it. 
w.r.hou.... Rath.r than •• 11 the f.rtili&.r this y.ar, 
rlOOAR h •• d.cided to .u.pend •• 1 ••• 0 it will h.v •• nough 
f.rtili&.r to meet n.xt y.ar'. dem.nd without importing new 
qu.ntiti •• of f.rtili&.r. Qu.lity con.id.r.tion ••• ide, it 
would .... in the be.t .conomic .nd fin.nci.l int.r •• t of the 
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fed.ration and it. cooperativ •• to k .. p on •• lling a. much a. 
th.y can and buy what.v.r i. needed on the local mark.t n.xt 
y.ar. 

• FlDlCOVERA ha. indicated it will only k •• p proj.ct-paid 
per.onn.l on .taff if th.y can g.t .om. -out.id. donor- to 
donate fund. onc. proj.ct funding end •• 

• FlDBOOVIRA ha. not mad. any attempt to introduc. new •• rvic •• 
that would meet a wid.r rang. of th.ir member.' need •• 

• rBNAOOAC ha. not u.ed the .tabilization program to .ncouraq. 
participating credit union. to purq. inactiv. member. from 
the member.hip ro.t.r •• 

• FlNAOOAC ha. al.o .xpr •••• d a r ••• rvation about .upportinq 
the .aving. mobilization program b.cau.. it -might not be 
able to manag. the .xc ••• liquidity.-

Th... i.olated .xampl.. indicat. that much .till n.ed. to be accompli.h.d to 
d.v.lop a mod.rn, .ntr.pr.n.urial ori.nted l.ad.r.hip in the cooperative 
f.d.ration.. Th ••• are chang •• that can only be accompli.hed ov.r an 
ext.nded pedod of time. 
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Th. proj.ct .ppe.r. lik.ly to .chi.v. it. b •• ic obj~tiv. of bringing about 
the fundam.ntal int.rn.l policy .nd m.n.gem.nt ch.ng.. • ••• nti.l to the 
operation of .ucc ••• ful cooper.tiv. bu.in •••• nt.rpri.... Participating 
f.d.r.tion .nd cooper.tiv. l •• d.r. h.v •• cc.pt.d the b •• ic ch.nge. recom
m.nd.d by the proj.ct, .nd are implementing them. Among the major policy 
and managem.nt d.ci.ion. that h.v. b •• n .dopt.d ar.: 

• Adoption of m.rk.t rat. int.r •• t r.t •• on lo.n.; 

• Adoption ~f building re •• rv.. •• • me.n. of c.pit.lizing the 
in.titution.; 

• Adoption of new, .tring.nt cr.dit polici ••• nd d.linqu.ncy 
control.; 

• Adoption of •••• nti.l bu.in ••• -ori.nt.d appro.ch •• to m.nag
ing .nd oper.ting the in.titution.; 

e D.ci.ion to write off uncoll.ctible lo.n. .nd purge member
.hip ro.ter.; .nd 

e A c~itment within the credit union movement to promote 
•• ving. mobiliz.tion .t competitive int.r •• t r.t •• , with • 
corr •• ponding reduction in d.pend.ncy on low-co.t .xt.rn.l 
c.pital. 

Th •••• r. .ignificant ch.ng.. in the cont.xt of tr.dition.l cooper.tiv. 
oper.tion. in Gu.temal.. Many, if not mo.t, of th ••• ch.ng •• are uni
dir.ction.la onc. the b •• ic d.ci.ion. to .dopt the ch.ng •• ar. m.d. it ia 
difficult or impo •• ibl. to r.v.r •• them. 

In .ddition to the chang •• witn ••• Gd in the .pecific cooperative organiz.
tion., th.r. i. ~ much more r.liabl •• nd .t.nd.rdized •• t of inform.tion now 
about the fed.r.ted cooperativ •• -- th.ir condition, prObl~., .tr.ngth •• nd 
w •• kn ••••• -- than .xi.ted before the proj.ct. P.rti.lly a. a r •• ult of the 
improved data, cooperative l •• d.r. now h.v. a bett.r und.r.t.nding of the 
nature and magnitude of the problem. facing them. Th.r. i. a willingn ••• to 
.dopt tough corr.ctiv •• ction. that would not h.v •• xi.ted without the 
proj.ct. 

At the .ame time, howev.r, within the rem.ining time-frame .nd r •• ourc •• of 
the proj.ct it appear. unlik.ly that the proj.ct will achi.v. the proj.ct 
purpo •• of r •• toring a ·viabl., .ffici.nt .nd .ff.ctiv. Gu.tem.l.n cooper.
tiv. movement.· In particular, the proj.ct .ppear. lik.ly to f.ll .hort in 
that a 

~I 
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e It will have worked with only a limited .ub.et of the indiv
idual cooperative. -- few of the affiliated cooperative. in 
the participatinq federation. will have received in.titlJ
tional development a •• i.tance, and even fewer w~ll have 
participated in .tabilization effort., 

e The project will not have had the time to .ufficiently 
in.titutionalize the chanqe. that have been introduced, 

e The project doe. not .ufficiently addre •• the fundamental 
economic weakne •• of the non-financial cooperative move
ment. -- .pecifically a weak economic ba.e and low aqricul
tural production level. -- that mu.t be addre •• ed if the 
in.titution. are to become economically viable entitie., and 

e It i. not clear that the project i. effectively tran.ferrinq 
to the f~eration. the .kill., technoloqy and under.tandinq 
nece •• ary to .u.tain the activitie. and reform. that have 
been initiated. 

The project need. to place an incr.a.ed empha.i. on en.urinq the .u.tain
ability of project benefit. durinq the remaininq life of the project. 
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Th. reason for conducting a mid-te~ .valuation i. to improve the impact and 
benefit. of a project intervention. Such .valuations often appear overly 
negative becau •• , by d •• ign, th.y mu.t focus on id.ntifying i •• u •• and 
pot.ntial problem •• 

Part Thr •• of this report di.cu •••• a numb.r of i.eu •• that appear to affect 
the impact and .u.tainability of the Cooperative Str.ngth.ning Proj.ct. 
Some of th ••• are major; .ome minor. Th.y are pr ••• nted to h.lp project 
managem.nt d.v.lop .trat.gi •• to improve the proj.ct'. Lmpact during the 
remaining life of project. Th ••• ar. grouped into thr •• major categorie.: 
(a) de.ign i •• u •• , (b) in.titutional and .tructural i •• ue., and (c) imple
mentation i •• u ••• 
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Understanding the origins and .volution of the proj.ct are important for 
•••••• ing the .d.qu.cy of the proj.ct d •• ign. Th. Cooper.tive Strengthening 
Proj.ct w •• origin.lly propo •• d ••• cr.dit union d.v.lopment proj.ct. A • 
• arly •• 1982 rBNACOAC .ppro.ch.d uSAID/Gu.tem.l. about the po •• ibility of 
d.v.loping • proj.ct to .upport the r.vit.liz.tion of the credit union 
movem.nt. In .arly 1985 the Mi •• ion funded an an.ly.i. of PENACOAC .nd the 
credit union .y.tem. B •• ed on this an.ly.i., WOCCO pr ••• nt.d • prelimin.ry 
propo •• l for • credit-union .tr.nqth.ning proj.ct. 

B.c.u •• USAID/Gu.tem.l. w •• int.r •• t.d in .upporting both .gricultur.l 
cooper.tive •• nd cr.dit union., .nd did not wi.h to m.n.g. two •• p.r.t. 
proj.cts, the proj.ct d.si7n cont.ined both .lement.. A •• r •• ult, the 
Mi •• ion funded ••• cond pr~-d •• ign .tudy, conduct.d by NCSA, th.t cov.red 
the non-fin.nci.l cooper.tive •• ctor.. WOCCO w •••• l.cted to l •• d the t.am 
th.t .ctu.lly d.v.loped the proj.ct d •• ign document. Thr .. of the four 
memb.r. of th.t d •• ign t.am w.r •• ith.r ••• oci.ted with the cr.dit union 
movement or h.d pr.viou. credit union .xperi.nc.. Only on. t.am memb.r h.d 
worked pr.viou.ly with .gricultur.l cooper.tiv ••• 

Th. initi.l proj.ct d •• ign limited, .t l ••• t initi.lly, the .cope of the 
cooper.tiv. Str.ngth.ning Proj.ct to working with only two or thr.. fed.r.
tiona -- rlNACOAC (credit union.), rBCOAR (region.l .gricultur.l cooper.
tiv •• ) and rBDICOCAGUA (. fed.ration of cof! .. cooper.tiv •• ). Wh.n the 
proj.ct wa. initi.ted, howev.r, member. of the COnfed.r.tion of red.rated 
cooper.tiv •• (CORPICOOP) in.i.ted that .11 membe~ f.d.ration •• hould be able 
to p.rticip.t.. Th •• cope of the proj.ct w ••• ub •• qu.ntly .xp.nd.d to 
includ •• wid. rang. of oth.r cooper.tiv. group., including arti •• n, fi.hing 
and con.umer cooper.tiv •• , a. well a. addition.l .gricultur.l cooper.tiv. 
group.. lqually important, CONFICOOP in.i.ted th.t .11 f.d.r.tion. h.d to 
be able to participat. fro. tb. beginning -- the proj.ct could not begin 
working with ju.t on. or two fed.r.tion. with the int.ntion of .xpanding 
•• rvic.. to the oth.r •• t • l.t.r dat •• 

Th. proj.ct d •• ign proc... had a number of ~lic.tion. for the curr.nt 
.cope and n.tur. of the proj.ct: 

• Throughout the d •• ign proc ••• , the ba.ic .ppro.ch of the 
initi.l credit union analy.i •• nd propo •• l (focu.ing on 
man.g ... nt, polici •• and financ.) did not clang. -- thi. i • 
• till •••• nti.lly a credit union proj.ct being .pplied to • 
vari.ty of non-financial cooper.tiv •• , 

• S.v.n of the nine member. of the t.chnic.l t.am h.v •• xperi
.nc. in fin.nc. or .dmini.tr.tion -- only on. h.. dir.ct 
prior .xperi.nc. with agricultur.l cooper.tiv •• , 
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• Whil •• focu. on m.n.qement and financ •• ddr ••••• the m.jor 
i •• u •• f.cinq credit union., it doe. not .ddre ••• ome of the 
m.jor i •• ue. f.cinq oth.r type. ot cooper.tive., .nd 

• Th. indic.tor. u •• d to pl.n the proj.ct and monitor proqr ••• 
• r. primarily r.l.t.d to cr.dit union pertormanc. -- tho •• 
tew th.t are not qiv~ a di.tinct impr ••• ion ot h.vinq b •• n 
qratted on. 

Th. project de.iqn proce •• did, in the opinion of the ev.lu.tion team, 
corr.ctly identify b •• ic m.naqement .nd tin.nci.l problem. •• the core 
con.tr.int. th.t h.d to be r •• olved before any oth.r form of int.rv.ntion 
could b •• ff.ctiv., .v.n amenq the non-fin.nci.l cooper.tiv... A •• re.ult, 
the proj.ct ~oe •• ddr ••••• iqnific.nt d.v.lopment.l problem impedinq the 
dev.lopm.nt of cooper.tiv •••• eff.ctiv. orq.niz.tion •• ervinq the rur.l 
popul.tion of Guatem.l.. Th. de.iqn did not, how.ver, c~ntemplate the 
importanc. of oth.r con.tr.int. -- e.peci.lly the low bu. in... volum.. and 
w •• k .conomic b ••• of the .qricultur.l cooper.tiv •• -- and did not provide a 
tramework tor includinq re.ourc •• to .ddr ••• tho •• i •• ue •• 

Th. proj.ct h •• r.coqniz.d thi. limit.tion. In on. in.tanc. it funded 
.qricultur.l r ••• arch, .oil. t •• tinq, fi.ld demon.tr.tion plot •• nd .xten
.ion .q.nt. to h.lp rlCOAR. In .noth.r it funded an .qronomi.t to h.lp • 
limited qroup of rlDICOVIRA cooper.tiv •• r.habilit.t. coff .. pl.ntinq. and 
improve production method.. A more compr.h.n.iv •• ffort to includ •• qricul
tur.l t.chnic.l •• rvic •• -- .ith.r within the paramet.r. of the proj.ct 
it •• lf or throuqh ti •• to oth.r ••• i.t.nc •• ffort •• nd .ourc •• -- n.ed. to 
be incorpor.ted in the proj.ct. 

a. Pl'Ojeat JIu'po •• aDd Lo9ic.l Pra.ework 

Th. d •• iqn proc ••• did not culmin.t. in the cr •• tion of • Proj.ct P.per. 
Thi. me.n. th.t obj.ctiv •• -- •• pecilllly qo.le, tarq.t., lOPS condition. and 
the loqic.l r.l.tion.hip between in" It., output. and .chi..,inq condition. 
expected .t the .nd of the proj.ct -- are poorly d.fin~. Th. proj.ct i. 
beinq implemented, th.r.for., without an explicit .t.tement of OSAID/Gu.t.
mal.'. po.ition on Lmport.nt i •• u ••• 

lqu.lly Lmportant, th.r. 1e no .ppr09ed loqical framework. Th. loqic.l 
framework pr09ided in the Proj.ct Id.ntific.tion Document (PID) i •• p.r •• , 
while the d •• iqn document iqnored the .tructur. of the loqic.l framework in 
f.vor of an un.tructured li.tinq th.t int.rminql •• 90.1, purpo •• , output .nd 
.ctivity d •• cription.. Th. probl .. i • .ar. than co.metic. Th. h.ph ••• rd 
li.tinq of -indic.tor.- obfvec.t •• the loqic of the project d •• iqn, .nd 
focu ••• att.ntion on indi9idu.l output. and .ctiviti.. in8t.ad of on qo.l. 
and t.rq.t •• 
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A. a re.ult, the project • .em. to lack a lonq-term vi. ion -- a clear .tate
ment of what each federation i •• uppo.ed to Rlook like-'2 when the project 
i •• ucce •• fully concluded. Current .tatemwnt. of project purpo.e and end of 
project .tatu. do not contain a clear de.cription of a .ucce •• fully com
pleted project, and it i. not po •• ible to mea.ure when the purpo.e ha. been 
achieved. 

The Project Purpo.e .hould be revi.ed to .tate .omethinq like: 

Create a viable, dynamic and effective rural cooperative ~ove
ment in Guatemala, con.i.tinq of: 

a. rive financially .ound, well-manaqed and adequately capital
ized cooperative federation. (ARTEXOO, PEOOAR, rBDBOOAG, 
rEDBOOVBRA and rBNAOOAC), with a .ufficient income from 
bu.ine •• operation. to cover operatinq expen.e., pay adequate 
.alarie. and provide a full ranqe of hiqh-quality .ervice. to 
their member cooperative •• 

b. A core group of well-manaqed, financially .ound and adequate
ly capitaliz.d cooperative., con.i.tinq of all 6 PEOOAR 
cooperative., 26 of the 59 reqi.tered credit union., 15 of 
the 28 ,.D.OOVIRA cooperative., etc. 

c. A well-defined pll.n, .ufficient re.ource., ~apability and 
commitment within ~ach of the federation. to continue .tabil
ization, in.titutio"~l development and technical a •• i.tance 
effort. in .upport of it. member cooperative •• 

Such a project purpo.e .tat ... nt clearly articulate. the three main objec
tive. of the program a (a) to develop the federation. a. effective .ervice 
in.titution., (b) to develop a core qroup of well-functioninq cooperative. 
to demon.trate the benefit. of the propo.ed chanqe. and to provide a .olid 
economic and financial ba.i. for the federation., and (C) to create nn on
going, .u.tain~le capacity within the federation. to continue the effort. 
initiated under the project. 

Specific indicator. de.iqned to define, me •• ure and .how progre •• toward the 
achievement of the.e condition. would need to be developed for each partici
pating federation and cooperative. The.e .hould contain de.cription. of the 
.pecific .ervice. each organization .hould be providing, optimal .taff 
level., optimal expenditure level., and approximate income level. that would 
.iqnify a .ucce •• ful intervention. Furthermore, they .hould .pecify inter
mediate tarqet. that could be u.ed to mea.ure progre.. toward achievement in 
each in.tance. 

t2In tera. of .ize, budget, level. of bu.ine •• VOlume., income, level 
of performance, .ervice., .taffing, operating ratio., performance ratiO., 
and other indicator. that de.cr1be the de. ired end product of a .ucce •• ful 
project intervention in each organization. 
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c. ..tioRale of reclel'.tioD Appl'O.cb 

A key •• pect ot the cooper.tive Strengthening Project i. it. focu. on 
.trengthening cooper.tive teder.ation ••• nece •• ary intermedi.rie. tor 
.trengthening loc.l cooper.tiv0~. Activitie •• upporting individu.l coopera
tive. are undertaken by .greeeent with the re.pective tederation. Cont.ct 
and communication between the cooper.tive .nd the project pa •• through the 
feder.tion. 

The r.tionale tor lIuch an .ppL"~\ .. ch i. b •• ed on the t.ct th.t (.) the 
tederatad ey.tem rep~e.ent. ne.rly 75 percent ot cooper.tive member. in the 
country, (l'.J) it i. po.dblca to re.ch • larger proportion of the cooperative 
.y.tem with limited pr::-ject re.ource., and (c) the teder.tion. repre.ent 
vertic.lly integr.ted 1Ii,~·,;·:~·:ture. that h.ve on-going rel.tion.hip. with the 
individu.l cooper.tiv~G. Change. in.tituted .t the feder.tion level, 
therefore, h.ve the potfllL'.t:i.l ot re.ching •• ignitic.nt portion ot the 
cooper.tive .y.tem .nd, it integr.ted into the teder.tion.' on-going 
program., will continue to benetit the cooper.tive movement beyond the 
.cheduled end ot the proj.~~. The l.tter i. import.nt, bec.u.e it me.n. 
th.t •• ucce •• tul pro~ecr. h ••• ch.nce ot being replic.ted, .nd the benetit. 
extending beyond the c:onHna., ot the limited nWllber ot org.niz.tion. helped 
directly by the project. 

The cooper.tive Strengthening Project h •• , in t.ct, g.ined import.nt econo
.ie. of .c.le by working through the e.ten.ion .nd monitoring .ervice. ot 
the teder.tion.. A tot.l ot 66 cooper.tive. h.ve been di.gno.ed tor 
••• i.t.nce through the project, either by the teder.tion. or by the project 
team working with teder.tion per.onnel. The project i. currently providing 
in.titution.l .upport ••• i.tance to 6 teder.tion. and 29 ot their .ttili.ted 
cooper.tive., •• ub.et ot 15 ot tho.e cooper.tive. h ••• 1.0 entered into 
tin.I •. ;ial .tabUiz.tion .gr .... nt.. It 18 highly unlikely th.t the project 
could h.ve re.ched .uch • l.rge number ot cooper.tive. in .uch •• hort 
period ot time with it. current level ot re.ource. it it h.d been working 
with individu.l cc~per.tive •• 

The major .hortcoming ot the teder.tion .ppro.ch .ppear. to be preci.ely in 
the ••• umption th.t the teder.ted .y.t .. provide •• mach.ni •• tor continuing 
project-initi.tive. beyond the end ot the project. In the fir.t pl.ce, the 
project i. not well po.itioned to tran.ter it. technology and .kill. to the 
teder.tion., ao.ething th.t mu.t occur to ju.tity the r.tion.le ot working 
through the teder.tion.. The project h •• cre.ted • highly .killed group ot 
prote •• ional. well acquainted with the problema tacing the cooperative 
movement -- the Guat ... lan -..bar. ot the PHD. There ha. not been a com
parable creation ot c.pabilitie. within the tederation., however, and the 
~roject i. not, in the opinion ot the evaluation team, devoting .utticient 
.ttention to the i •• ue ot tran.terring the.e .kill. to the teder.tion.. The 
thru.t ot the PMO h •• been to -get the work accompli.hed-, developing .nd 
.upporting a capability in the tederation. to carry out many of the project 
activiti.. h.. not been the cour.e ot action becsu.e to do .0 would c.u.e 
unacceptable delay. in project implementation. 
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R.l.ted to thi., it i. important to con.id.r the implic.tion. of the origin. 
of the Guatem.lan cooper.tiv. f.d.ration.. S.v.r.l of the f.d.ration. 
participating in the proj.ct w.r. form.d by the gov.rnment -- independent of 
their memb.r cooperativ •• , or with the id •• of • memb.r.hip b ••• a. an 
afterthought. other fed.ration. w.r •• pon.ored by international donor 
agencie. a8 a mechani.m for .upporting the d.v.lopment'of independent 
cooperative.. In no c ••• w •• a f.d.ration formed in r •• pon •• to a .pon
taneou. demand for •• rvic •• from b ••• -l.v.l cooperative org.niz.tion •• '3 

A. a r •• ult, the federation. t.nd to h.v •• life of th.ir own, ind.pend.nt 
of th.ir memb.r.. Mo.t r.ly on ext.rn.l don.tion. to cover operating 
.xpen.... Some function prim.rily •• funn.l. to .olicit and di.tribut. 
don.tion. or politic.l f.vor.. Only. f.w h.d, prior to thi. proj.ct, 
d.fined th.ir role to be on. of providing • bro.d r.ng. of d.v.lopm.nt
oriented •• rvic •• to th.ir .ffiliated cooper.tiv... Th. id.a of bu.ine •• -
ori.nt.d cooperativ •• collabor.ting and pooling r •• ource. to provide .er
vic •• through ••• cond.ry •• rvic. org.niz.tion i. not .v.n .llowed und.r 
Gu.tem.l.n l.w. It i. not .urpri.ing, th.r.for., th.t th ••• org.niz.tion. 
h.v. for y •• r. f.iled to function in .n •••• rtiv •• nd .ntr.pr.n.uri.l 
f •• hion, .triving to meet the need. of th.ir con.titu.nt. and .ttr.ct new 
memb.r. by off.ring improved and competitive •• rvic ••• 

In trying to .ddr ••• th ••• d.fici.nci •• the proj.ct i. faced with the 
ch.lleng. of r.-cr •• ting the fed.r.tion •••• iqnific.ntly diff.r.nt .nti
ti... Th. obj.ctiv. i. to cr •• t. org.niz.tion. th.t .r •• ffici.ntly off.r
ing bu.in ••••• rvic •• to th.ir con.titu.nt., and th.r.by .tr.ngt~~ning them. 
Th. proj.ct h •• h.d .ignificant .ucc ••• in.tilling thi. nov.l conc.pt of 
-.ntr.pr.n.uri.li.m- within .ome of the fed.r.tion. an~ h •• f.c.d r •• i.t.nc. 
within oth.r •• 

Th. magnitude of thi. problem c.n be ••• n in wh.t • .em. to be .lmo.t in.ur
mountable in.rti. and compl.c.ncy on the p.rt of the manag.m.nt in .c,.,er.l 
of the fed.r.tion.. rew h.v. g.n.r.ted .ny new v.ntur •• , initi.t.d n.w 
.ervic •• , or promoted new cooper.tiv •• in the t.n to tw.nty year. th.ir 
m.n.g.r. h.v. been in power. PlNAooAC h •• not .p.wn.d • new credit unien, 
d •• pit. opportuniti •• , in .ome 15 y.ar., while ROOM, i •• till pro·'i~: '.,~\g 
the .ame lingl ••• rvic. it off.red 15 y •• r •• go. People who h.vi; ' ... --"n doing 
.omething the .ame w.y for 20 y.ar •• nd .till -g.tting by- (.nd .LI. chI c ••• 
of PZOOAR, h.ving to aan.ge only. few hour •• week), will be r •• i.t.nt to 
ch.ng •• v.n with the be.t of inc.ntiv... In ord.r to .ncourag ••• If-g.n.r
.ted chang. within the in.titution., the proj.ct mu.t cr.at •• R.n •• of 
-di ••• ti.f.ction- with the .t.tu. quo, ••• n •• th.t thing •• hou>.:, be bett.r, 
or in.till an .ccountability into the .y.t.. th.t progrr.~. i. • ••• nti.l to 
maint.ining on.'. employ..nt. 'rhi. i ....... iv. und.rt~ing. 

Th.r. i. .lw.y. • t.nd."cy in • proj.ct .uch •• thlr. to by-pa.. the loc.l 
in.titution -- in thi. c... the fed.r.tion. -- .nd work dir.ctly with th. 
b ••• -l.v.l cooper.tiv... rru.tr.tion ov.r the .low p.c. of progr •••• nd the 

&3lven PlNAooAC, the credit union fed.r.tion w.. .timul.ted more by 
out.id. influ.nc •• than by .utonomou • ..-ber int.r •• t. 

http:organizations.43


7S 

... ingly unchangeable bureaucracy and the need to pr.A1uce vi.ible re.ult • 
• upport thi. approach. 

In thi. ca.e the argument can be made that working with individual coopera
tive. that are mo.t committed to change and growth would produce a larger 
number ot well-managed and progre •• ive ccoperative. that would .omeday 
demand and extract trom the tederation. tho.e retorm. and ettactive .ervicea 
the projact i. attempting to engender. Thi. would challenge the tadera
tion.' .en.e ot complacency by recognizing that viable and pro.perou. 
cooperative. can tlouri.h without being tederated and by explicitly under
.coring the tact that the tederation. are operating in a competitive 
environment. In addition, by working with indivi.dual cooperative. -- .ome 
of which are non-tederated -- the project would be able to choo.e to work 
with the mo.t viable in.titution. where the greate.t impact in reaching 
rural producer. can be achieved. 

Such an approach, however, would only be able to reach a limited number ot 
cooperative organization. within the budget and time con.traint. ot the 
project, and would not .ucceed in creating an on-going proce •• that would 
re.ult in expanded benetit. to a wider number ot cooperative. than tho.e 
that can be directly reached by the project. 

In 'ummary, working through the tederation. appear. to otter the be.t 
pro.pect. tor reaching the large.t number of cooperative. with available 
project re.ource. and for in.titutionalizing • ~~oce •• of change that will 
continue after the project i. terminated. The challge. that mu.t occur in 
the federation., however, are profound. It i. unr.a.onable to expect that 
they will o,cur quickly, or ea.ily. Aa will be de.cribed in .ub.equent 
chapter., both additional re.ource. and a revi.ed project focu. are nece.
.azy to a •• ure that the change. occur. 

D. ~!.e IIol'ison of tile Pl'Oj. . 

The time horizon of the project i. unreali.tic. In.titution-building 
require. a long-term effort, certainly longer than the thr .. year. of 
techntcal a .. i8tance and five-year life of project. Thi. project dedgn 
ex.mplifie. A.I.D.'. tendency to undere.timate the time needed to create 
.u.tainable in.titution •• •• 

Due to a delayed .tart and illlE"""Jqui',te re.ource., only a .ub.et of the 
Project" obj_ctiv8. will hav. :~jn reached by the .cheduled end-of-project. 
In addition, there will have been in.ufficient time to in.ure the .u.taina
bility of re.ult. in the beneficiary ol'ganiaation •• 

··John H. Magill, C90ptl'atiyt' in D.yelgpmtnts a R.yilW aa'td gn tb. 
Ixptri.nc •• gf p.s. Cgoptritiye Dey.lpR"Dt Qrganizatign •• pp. 38-39. 

http:institutions.44


76 

Th. etabilization program ie a five y.ar .nd •• vor th.t w •• initi.ted only. 
ye.r ago. Th.r. will b. little tim. to ineure the corr.ct m.nagement of the 
funde and appr.ci.t. its full impact. Credit h •• not yet be.n diebursed. 
Financial and .dminietr.tiv. polici •• and pr.ctic •• h.v. not been thoroughly 
internaliz.d. 

Th. cooperative Strength.ning Project, ag it i. now d •• igned and imple
mented, .hould b. vi.wed •••. fir.t ph ••• in • long.r-t.rm commitm.nt to 
.tr.ngth.ning the cooperative movement in Gu.tem.l~. Th. PACD .hould b • 
• xt.nded until 1994 to .t l ••• t allow for the fir.t round of .tabiliz.tion 
fund. to b. r.-cycled. Addition.l technic.l and fin.nci.l r •• ourc •• should 
b •• dded to the proj.ct to .n.ur •• chi.vement of proj.ct go.l and purpose. 

•• ft. Itol. of ao •• rDaut 

cooper.tiv •• oper.t. within the cont.xt of local l.w •• nd r.qulations. 
According to the PMO, th.r. are •• v.r.l major problem. th.t, unl ••• cor
rJcted, - ••• will d •• tabiliz. the .ntir •• y.tem.- 65 Th ••• includ.s 

• Poor Ext.rn.l Supervi.ion. Th. regul.tory fi.c.l .g.ncy ot 
the Government (ING!COP) i •• xtremely wa.k and inconsi.t.nt 
in the qu.lity .nd frequ.ncy of it. fi.c.l .udit. of the 
cooper.tiv... In .ddition, .dequ.t. me •• ur •• of perform.nc. 
for d.t.rmining the .cc.ptability of in.titution.l polici •• 
and pr.ctic •• do not .xi.t. 

• Lack of Legal Authority to Pore. complianc.. Du. to an 
in.dequ.t. cooper.tiv. l.w, INGBCOP i. curr.ntly pow.rl ••• to 
forc. compli.nc. with .udit tinding.. Thi. ab •• nc. of l.g.l 
.uthority h •• perpetu.t.d the .xi.t.nc. of in.pt, inefficient 
and, in m.ny c •••• , bankrupt cooper.tiv. in.titution •• 

Cooper.tiv. -theory- quiding the Gu.tem.lan gov.rnment'. policy toward 
cooper.tiv •• i. ba.ed on • bizarre mixture ot communi.t rh.toric, C.tholic 
walfari.m .nd ignorAnce of .ucc ••• tul cooper.tiv •• xperi.nc.a. Th. r •• ult 
h •• be.n • gov.rnment ori.nt.tion tow.rd c?Oper.tiv •• th.t di.cour.g •• th.ir 
growth ••• conomic .ntiti... Among the polici •• th.t openly di.cour.g. euch 
d.v.lopment ar •• 

• IRACOP believ.. th.t poeitiv. n.t margin. .chi.ved in on. 
cooper.tiv. .hould be t.kan .w.y from it and giv.n to cooper
.tiv •• that had neg.tiv. &argino, and h.e .ttempted to do eo 
in the pa.t, 

65proyecto Portal.cimi.nto cooper.tivo (pre), -Documento Bntreg.do • 
10. R.pr ••• ntant •• de WOCCO durant. eu vi.it. al Proy.cto,- Jun. 27, 1989, 
p. 4. 
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e rEDICOVERA w.. informed by INGICOP in.pector. th.t it could 
not charge more th.n it h.d p.id for .upplie. it w ••• elling 
to it. member cooper.tive.; 

e Cooper.tive. are not allowed to own or oper.te busine •• 
venture., or to eng.ge in joint bu.ine •• venture. with other 
coop.r~tive. or priv.te enterpri.e.; 

e Both ING!OOP .nd INACOP h.ve oppo.ed incre •• ing intere.t 
r.te. to m.tch loc.l m.rket r.te., .nd 

e INAOOP openly advoc.te. th.t cooper.tive. .hould be .oci.l 
entities fir.t And bu.ine •• entities .econd. 

Although the origin.l project de.ign .lloc.ted $11,000 for ••• i.t.nce to 
INAOOP and ING!OOP, the~e fund. have not been utilized. If government 
policy tow.rd cooper.tive. i •• 0 import.nt to the long-term .ucce •• of this 
project, f.ilure to include re.ource •• nd .ctivitie. to influence government 
policy i ••• hort-coming in the project -- e.peci.lly now th.t the govern
ment i. undert.king • major revi.ion of the cooper.tive law. While it ia 
difficult for. foreign in.titution C •• the PMO would be cle.rly perceived) 
to influence loc.l legi.l.tion and :equl.tion, other A.I.D.-fin.nced cooper
.tive development project. h.ve .ttempted to de.l with the i •• ue of develop
ing .n .warene.. among policy m.ker. of the need for .nd ch.r.cteri.tic. of 
effective cooper.tive legi.l.tion and regul.tion. Spon.oring. limited 
number of .tudy trip., conference., .emin.r. and .pecific .kill training for 
INACOP and INGIOOP per.onnel during the remaining life of the project could 
be a non-thre.tening .. an. of educ.ting .ppropri.te government offici.l. 
about the effective role of government in.titution. in supervi.ing cooper.
tive organization. and for developing a commitment to .ppropri.te reform of 
government policie •• 

P. lu..ary 

The project de.iqn proce.. led to a project that focu.ed on improving 
.dmini.tr.tive and financial man.gemGnt in the cooper.tive organiz.tion •• 
Thi. wa. both .ppropriate and nece •• aryl the participating cooper.tive 
in.titution. all had .. riou. probl ... in the.e ar.... Strengthening feder.
tiona •• an approach to developinq the cooperative. .1.0 appear. to be an 
.ppropri.te .trategy, a. it enable. the project to reach • larger number of 
cooperative. with It.ited re.ource. and o~fer. pro.pect. for continuing 
project .ctivitie. after the end of project. 

Project de.iqn did not, however, .dequately contemplate the bu.ine •• and 
economic problem. facing the non-financi.l cooperative.. The.e need to be 
.ddre •• ed, either through this project or through complementary effort •• 
Likewi.e, project de.iqn did not .dequately .ddre •• the legal and regul.tory 
environment f.cing the Guatemalan cooperative movement. If this i., in 
fact, an ~rtant con.traint to the .ucce •• and growth of cooperative 
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bu.ine •• in.titution., .ome attempt .hould be made to improve that environ
ment. 

The time horizon of the project i. too .hort. In.titution-building i. & 
long-term effort. 

rinally, the project de.ign doe. not provide an adequate de.cription of th~ 
project purpo.e and end-of-project .tatu. condition.. A. a re.ult, there ia 
not an adequate ba.i. for judging the .ignificance of project objective. or 
.ucce •• in achieving tho.e objective •• 
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A. %b. Proj.ct .... g ... at Offic. 

Th. Cooperative Str.nqth.ning Proj.ct i. implementea by a Proj.ct Managem.nt 
ottic. (PMO). Thi. i. a temporary organization, d •• igned to .xi.t only tor 
the lit. ot the proj.ct." T.n prof ••• ional. -- tour .xpatriat •• and .ix 
Guatemalan. -- .taft the organization, with an additional tiv. Guatemalan 
.upport .tatf. Although o.t.n.ibly a d.pend.ncy ot rlNAOOAC, the PMO 
operat.. a. an ind.pend.nt organization, with FlNAOOAC acting a. a pa •• -
through tor USAIO/Guatemala tinancing and management. 

Original proj.ct d •• ign planned tor the •• tabli.hment ot two •• parat. bodie. 
-- the PMO and a •• parate Fund. Management Unit (rHO). Th. PMO wa. to 
provide technical a •• i.tanc. and training to the ben.ticiary organization., 
while the rHO wa. to manag. .tabilization and credit tund. through a tru.t 
arrangement. Thi. wa. con.idered unwi.ldy and impractical, leading to a 
d.ci.ion early in the proj.ct to merge the two tunction. und.r the PMO. 

Th. PHO i. a common torm of proj.ct implementation .tructur. for A.I.O. 
proj.ct.. A. Bonadle and vanSant point out, a PMO i. recognized a. a-
• ~ • ta.k-ori.nted organizational mechani.m with a high potential tor 
g.tting job. don •• - Furth.rmor., it r.pr ••• nt. a temporary organization 
that can be u.ed to .timulat. chang. without impo.ing a new perman.nt 
bureaucratic burden on the ben.ficiari •• -- when the proj.ct i. tini.h.d the 
PMO i. diamantled. A. a re.ult, the PHD ha. become the dominant mechani.m 
tor implementing rural d.v.lopment proj.ct. in A.I.O.'7 

.. cau •• of thi •• xt.n.iv •• xperi.nc., th.r. i. a .ub.tantial body of .valua
tiv. literature about the .ffectiv.n ••• of impleme~ting proj.ct. through 
proj.ct management unit.. It i. important to und.r.tand the g.n.ral conclu
.ion. of the d.v.lopment literature to und.r.tand the implication. ot the 
pr •• ent .tructure tor the project'. long-t.rm impact.'8 

"It ia not cl.ar if, in thi. ca •• , -lif.-of-proj.ct- .. an. through the 
PACD (1991) or only through the life of the .xt.rnal t.chnical a •• i.tanc. 
contract ( 1990) • 

'7Th ... ob •• rvation. were drawn fra. a compr.hen.iv. r •• iew of the 
.xperi.nc •• of 241 A.I.D.-financed integrated rural d.v.lopment proj.ct. in 
A.ia, Africa, Latin America and the caribbean conducted by Dev.lopm.nt 
Alt.rnativ •• , Inc., and R ••• arch Triangl. In.titut. between 1978 and 1984. 
Georg. Honadl. and J.rry VanSant, Impltmtntation for Su.tainability; 
Lle.ona from Inttgrltjd Burll O.v.lopment, pp.12-13. 

'ITh••• point. ~. d.v.loped in gr.at.r d.tail in the Bonadl. and 
VanSant .tudy. ~. pp. 12-15 and 24. 

http:impact.48
http:project.46
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There are numerou. benetit. to a PMO approach, thi. approachs 

e reduce. political interterence and bureaucratic red tapel 

e otter. more attractive .alary .chedule., .0 that it can 
attract higher quality per.onnel; 

e i. not a threat to car .. r intere.t ot in.titutional 
per.onnel; 

e i. able to bypa •• onerou. tinancial management .y.tem., 

e provide. the donor in.titution with greater tinancial con
trol, and 

e i. ettective in delivering good. and .ervic ••• 

But, it there are numerou. advantage. to implementing a project through a 
PMO, there are equally imiirtant di.advantage.. The PMO approach to proj.c~ 
~lementation generally: ' 

e i. unable to pick up recurrent co.t., and i. therefore unable 
to develop a .u.tainable activitY1 

e doe. not build capacity in permanent local in.titution., and 

e compete. with permanent in.titution. for .carce .tatt re.our
ce. by offering highly paid temporary non-car .. r po.ition •• 

The PMO i. an ~l ... ntation approach that ha. proved to be highly ettective 
tor generating immediate re.ult., but .eldom .ucceed. in building local 
capacity to carry on. A. Ronadle and VanSant ob.erved: 50 

counterpart. are recruited away trom a permanent organiza
tion, placed in a temporary and vulnerable one, and then expec
ted to dige.t knowledge trom the TA expert.. By the ti.me thi. 
knowledge tran.fer ha. taken place, however, the PHD [Project 
Management Unit) i. planning to di.band and the counterpart. are 
.et adrift. Thu., permanent in.titution. have been drained and 
local technician. or manager. have been abandoned. • • • [there 
i.) It.ited capacity building • • • [and the approach) inhibit • 
• u.tained .ervice delivery and l~it. the potential impact of 
the project. 

In retro.pect, the deci.ion to develop a .eparate PMO wa. probably unavoid
able. The project planning group exaained the po •• ibility of working with 
variou. governmental and para.tatal organization. (particularly BAHDISA, 
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INAOOP, INGKOOP .nd the Mini.try ot Agricultur.) .nd tound •• ch ot th ••• 
wanting. Th. Conted.r.tion ot Fed.r.ted Cooper.tiv •• (OONFICOOP) might h.v. 
be.n a logic.l plac. to ~loc.t.~ the proj.ct t.am, but i. pr.v.nt.d by law 
and requlation trom .ngaging in t.chnic.l ••• i.t.nc. or oth.r •• rvic. 
activiti ••. 51 Th. d.ci.ion ot OONPECOOP memb.r. to .uthoriz. FENACOAC a. 
the proj.ct admini.trator w ••• ccomp.nied by • r ••• r,·.tion about h.ving on. 
ot the b.n.ticiari •• d.cid. r •• ourc •• lloc.tion. tor the oth.r.. Thu., the 
pr ••• nt PMO location •• an .ntity .pon.ored by, but independ.nt ot FENACOAC 
control, w •• probably n.c •••• ry. 

At the .am. time, thi. ind.pend.nc. i. the princip.l c.u.e ot the conc.rn. 
voic.d .l •• wh.r. in thi. r.port th.t: 

• the proj.ct t.am i. doing too much ot the work it •• lt r.th.r 
th.n .cting ••• dvi.or. to h.lp the ted.r.tion. pl.n, d.v.lop 
.nd implement proj.ct .ctiviti •• , 

• proj.ct method., norm., 4nd .ctiviti •• are not b.ing in.titu
tion.liz.d .uttici.ntly in the variou. t.d.r.tion., .nd 

• th.r. i. • r •• l d.ng.r th.t the m.jor .killed r •• ourc. 
d.v.loped by the proj.ct -- the Gu.tem.lan prot ••• ion.l .t.tt 
working in the PHD -- will be lo.t to the cooper.tiv. mov.
ment .t the .nd ot the proj.ct. 

Th. proj.ct need. to be .w.r. ot th ••• pot.nti.l problem., .nd to count.r.ct 
th... t.nd.nci.. through the .doption ot implement.tion t.chniqu.. th.t 
.tr ••• the d.v.lopment ot • c.pacity -- including the n.c •••• ry .kill •• nd 
t.chnoloqi •• -- within the particip.ting ted.r.tion •• 

•• Ol'gui.atioaal .tructur. of til. PlIO 

Th. PMO wa. originally organized to provide • t.am .ppro.ch to providing 
a •• i.tanc. to the cooperative movement. Th •• xp.tri.t. t.am wa ••• l.ct.d to 
r.pr ••• nt tunctionally di.tinct .kill. -- tr.ining and in.titution.l d.v.l
opDent, .gricultur.l cooper.tiv. d.v.lopment, tinanc. and credit union. -
with the id.a that .11 would work with .ach participating ted.ration. A 
Gu.temalan count.rpart v ••••• igned to work with •• ch ot the tour .xpatriat. 
advi.or •• 

Thi. arrang ... nt proved ditticult to tmplement. The tederation. were 
contu.ed about the role of the advi.or., it w •• ditticult to coordinat. work 
with the federation. a. no individu.l had • l •• d role, and the need to work 
with an expanding number ot teder.tion •• pr •• d the t.am too thin. A •• 
r •• ult, the PHD wa. reorganized to ••• ign one t.chnici.n primary r •• pon
.ibility t0r each teder.tion. Thi. ben.fitted both the tederation., which 

51Int.rview with Rodolfo Orozco VelAzquez, g.ner.l m.nager of 
COIfnCOOP. 

http:activities.51
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could r.port dir.ctly to ju.t on. t.chnician, and the project, wh.r. r •• pon
.ibility for contact and progr ••• at .ach f.d.ration wa. now more cl.arly 
d.fined. 

The new atructur. ha., how.ver, greatly incr.a •• d the .pan of authority and 
administrative burden on the Chi.f of Party •• director of the program. The 
organization now ha. only two lev.l., with 10 profe •• ional. reporting 
dir.ctly to the dir.ctor ( ••• Figur. 2). A. a re.ult, the ~irector·. tim. 
i. incr.a.ingly occupied with admini.trativ. and .upervi.ory duti •• to the 
d.trim.nt of hi. technical a •• i.tanc. activiti... Whil. thi. i. manag.able 
in a .mall program, any plan. to incr.a •• the .cope or activiti •• of the 
Cooperative Str.ngth.ning Proj.ct will have to r •• olv. thi. problem. 

Current PMO Organization 

A •• iqning individual t.chnician. to .ach fed.ration ha. had anoth.r con •• -
qu.nc.. A. originally d •• iqned, the t ... approach would have brought a 
vari.ty of .kill. and approach •• to addr ••• the problem. of .ach fed.ration. 
Segmentation t.nd.d to limit the rang. of •• rvic •• available to .ach 
fed.ration. For .xampl., the Staff D.v.lopment Speciali.t i. a •• ign.d to 
FBD!COAG, and thu •• pend. virtually all of hi. tim. with that one f.d.ra
tion. Thi. t.chnician'. prov.n .tr.ngth. are in the ar.a. of training and 
facilitation of group proc...... Th. r •• ult i. that FlD!COAG ha. appar.ntly 
r.c.ived high "quality a •• i.tanc. in the ar.a. of organizational r •• tructur
ing, .trateqic planning and policy r.form, but ha. r.c.iv.d 1 ••• attention 
in the ar.a. of financ., marketing and bu.in ••• d.v.lopment. Although th.r. 
may be a need for .ff.ctiv. per.onn.l training and motivation in the oth.r 
fed.ration. and cooperativ •• , the divi.ion of labor within the PNO and the 
fact that only on. of the .tatt member. ha. pr.viou •• xperi.nc. in thi. 
fi.ld limit. the amount of training a •• i.tanc. available to the oth.r 
organization •• 

Any .xpan.ion of the COOperative Str.ngth.ning Proj.ct will require .cme 
form of reorganization of the offic. it •• lf -- mainly to r •• olv. the .pan of 
control problem. Although it wa. undoubtedly n.c ••• ary to adopt the curr.nt 
organizational .tructur., the conc.pt of a t ... approach that could addr ••• 
a broad .pectrua ot i •• u •• relating to .ach fed.ration wa. an innovative and 
po.itiv. obj.ctiv.. To the ext.nt po •• ibl., the proj.ct .hould con.id.r 
r ... tabli.hing at l.a.t .cme a.pact. of the t.am approach. 

c(\ 
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C. rmDCOAC'. actle a. Grut .. ,deDefici.ary 

Under the term. of the Cooperative Agreement .igned between USAID/Guatemala 
and FENACOAC, rENACOAC act. a. adminiltrator and temporary ~rantee of 
Cooperative Strengthening Project financial re.ourc... PENACOAC receive. a 
fee for it. admini.trative .upport, which con.i.t. of ~accounting, operating 
and financial record-keeping and reporting, internal control, .ecurity of 
fund. management, and occa.ional technical orientation.· 52 

rlNACOAC act. a. a di.bur.inq agent for the project'. grant. and a. credit 
agent for the project'. debt financinq. All legal documentation (.uch a • 
• tabilization contract., loan contract., contracting and firing of technical 
per.onnel, i •• uance of project check., report.) i •• iqned by PENACOAC'. 
manager, who act. a. admini.trator for the prvject. PENAOOAC rn~r.agel the 
tru.t fund and i. al.o one of the benefieiarie. of the fund and the project. 
Major policy and admini.trative deci.ion. are generally taken by ~ troika 
con.i.ting of the A:J project manager, the contractor chief of pa~ty and the 
project adr.Jini~trator. 

rlNAOOAC L. not, however, involved in day-to-day operation., a. the.e are 
delegated to the PMO. The PMO manage. project re.ource. in accordance with 
the Cooperative Aqreement quidelinee, perform. loan monitoring and debt 
collection in collaboration with rlNACOAC, and relate. to RNAOOAC a. both 
project admini.trator and ae one of the participant federation •• 

There i. a potential conflict of intere.t with RNACOAC acting a. both 
beneficiary and admini.trator. It i. not fea.ible for rlNAOOAC'. manager to 
effectively and entirely .eqregate function.. Sen.itive project information 
available to the admini.trator i. al.o available to PKNAOOAC, the partici
pant. PENACOAC'. manager had expre •• ed complaint. that PZMAOOAC had 
received a .maller amount of .tabilization fund. than PEOOAR. Acce •• to the 
information .upporting thi. claim wa. available to the admini.trator; other 
federation. do not have acc ••• to .uch information. In general, other 
federation. are uncomfo~&ble with PENACOAC'. role a. depo.itory of project 
fund •• 

Thi. poetene.4l conflict of intere.t could be eliminated completely by 
removing FlNACOAC from the project a. beneficiary, or by identifying another 
admini.trator/grant .. of pr~ject re.ource.. An intermediate .olution would 
be to clearly .eparate the function. and re.pon.ibilitiee of PENACOAC'. 
man~7er from tho~e of the project admini.trator. 

While the potential for additional complication. exi.t., there have appar
ently been no unre.olved lill.ue. or r.al probl_. to date. FlNACOAC ie 
treating it. role a. project admini.trator a. a pa •• -through arrangement. 
While thi. may not be the ideal arrangement, it may be the be.t po •• ible 
.olution under the circum.tance •• 

52 AID/nRACOAC Cooperative llgreement NO. 520-0186-A-OO-6329-00, 
Attachment 2, page 7. 



Management of the Cooperative Strenqtheninq Project i. divided amonq 
r!NAOOAC (the grantee), the COO con.ortium (a. contractor) and USAID/Guate
mala. PENACOAC admini.ter. the project on behalf of~the Guatemalan coopera
tive movement. In theory thi. mean. it review. and approve. plan., budget. 
and expenditure. under the qrant project, and admini.ter. the technical 
a •• i.tance contract. In practice, PlNAOOAC exerci.e. little proqramminq 
control or authority over the project. 

The con.ortium -- con.i.tinq of WOCCO, ACDI, Ncn and OOLAC -- i. re.pon
.lble for implementinq the project, in accordance with the term. of refer
ence of the approved contract. WOCCO i. the prime contractor in the 
con.ortium, and theoretically ha. direct project manaqement re.pon.ibility 
and au~hority. It i. repre.ented in Guatemala by the Chief of Party of the 
technical a •• i.tanc. team. Secau.e of fundinq and other limitation., 
however, ne1ther WOCCO nor the con.ortium i. actively enqaqad in managinq 
the project. Only WOCCO ha. f~ndinq approved for project back.toppinq. 
Di.aqreement. between the OSAID/Guatemala project manaqer and ~ back
.toppinq officer over the appr~ach to project implementation have led to a 
reduction in WOCCO'. direct manaqement re.pon.lbility. 

Por all practical purpo.e.~ project manaqement i. exerted by the USAID/Guat
... la project manaq2r, who take. an active role in reviewinq proqre •• , 
planninq .trateqie., and over ... inq the operation. of th. project. 

The complex manaqement .ituation -- e.pecially the di.aqreement. between 
OIAID and WOOCO -- place. the project director in a difficult po.ition. He 
18 hired by and lDU.t report to MOCCU, but i. manQqed on a daily bad. by the 
OSAID/Guatemala project manaqer, who doe. not concur with NOCCU proqram 
direction.. Thi. i. a problem that need. to be resolved, or at lea.t 
minimized • 
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IZ.~a.I"" 

A. Proj.ct Appro.cb .ad Ityl. 

To •••••• the implication. of the Appro.ch .nd .tyl. of the Cooper.tiv. 
Str.ngth.ning proj.ct for b~ilding an on-going c.p.city to implem.nt project 
r.form., it i. u •• ful to h.v •• per.pectiv. on diff.r.nt .ppro.ch •• to 
t.chnic.l ••• i.tanc.. Hon.dl •• nd V.nSant d •• cribed • typology of four 
diff.r.nt proj.ct .ppro.ch •• u.ed commonly to implement A.I.D.-fin.nc.d 
d.v.lopment proj.ct -- the "performer," ".ub.titut.," "t •• ch.r," and 
"mobiliz.r" mod.l.. Of particular r.l.vanc. to the curr.nt proj.ct .r. the 
"performer," "te.ch.r" .nd "mobiliz.r" mod.l •• 

Th. "perform.r" mod.l i. d •• crib.d ••• proj.ct in which: 53 

• • •• temporary t.am or individu.l perform ••• pecifi.d •• t of 
t.chnic.l t •• k. and th.n l •• v... • • • the .mph •• i. i. on • 
product r •• ulting from the .ctivity • • • on corr.ct di.gno.i. 
and t.chnic.lly .ound r.commend.tion. • [.nd) on time, co.t 
.nd .dh.r.nc. to d •• ign .pecific.tion.. • • • • high priority on 
t.chnic.l compet.nc •• 

Thi. can be contr •• ted with the "t •• ch.r" .pproach -- in which tht t.chni
ci.n i •• n .dvi.or r.th.r than an implement.r, .nd .ucc ••• i. d.fin.d in 
t.rm. of the tran.f.r of .kill. to • loc.l count.rp.rt. Th. ~mobiliz.r" 
mod.l, like the "t •• ch.r model," i. int.nded pr~ily to h.lp .n organiz.
tion incr •••• it. c.p.city to perform needed function •• 5t In the mobiliz.r 
.ppro.ch priority i. giv.n to the proc ••• of .nhancing loc.l .kill. and 
c.pabiliti •• ~d motiv.ting oth.r. to .ct. In the "t •• ch.r" .nd "mobiliz.r" 
mod.l., .ucc ••• i. me •• ured •• much by the ability of the count.rpart 
org.niz.tion. to c.rry out the work •• by the .ctu.l compl.tion of the work 
it •• lf. A. the .uthor. point out, "Mo.t long-t.rm TA per.onn.l cl.im to 
follow [th ••• ) mod.l., but few do. "55 

Th. cooper~v. Str.ngth.ning proj.ct .trongly t.nd. tow.rd the "performer" 
.nd of the .pectrum, in which the t.chnic.l ••• i.t.nc. t.am perform. the 
work, and building • loc.l in.tit~tion.l c.pability to .u.t.in .ctiviti •• i. 
only ••• condary con.id.r.tion. Th. focu. of the Cooper.tiv. Str.ngth.ning 
Proj.ct i •• trictly on compl.ting the work -- c.rrying out the di.gno ••• , 
making good r.commend.tion., •• curing policy and oth.r chang •• , and di.bur.
ing f~nd.. PHD .t.ff carried out the di.gno ••• of the fed.r.tion., .n.lyz.d 
the r •• ult., and dr.fted the .ction pl.n.. PHD .ctiviti •• h.v •• 1.0 t.nded 
to by-pa.. the fed.r.tion. in d.v.loping .ction pl.n. and .tr.tegi.. for 

53 Op. cit., pp. 36 .nd 38. 

5t~, pp. 37-39 

55~, p. 38. 
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.upporting the primary l.v.l cooperativ... partially becau •• of A.I.D. 
pre •• ure., the proj.ct plac •• a high .mpha.i. on m.eting d.adlin •• and 
demon.trating proqre ••• 

Neither project docum.ntation nor p~oj.ct reporting place a high priority on 
expanding thQ capability of the local federation., or on the tran.fer of 
activiti •• to the federation. and th.ir memb.r cooperativ... In fact, a 
common complaint i. that "If we had to wait for the f.d.ration. to g.t 
around to doing thi. the proj.ct would be .v.n more behind .ch.dul. tha~ it 
i •• " A. Bonadl. and VanSant point out, howev.r, a performer-ori.nted 
proj.ct t.nd. to" •• block local capacity building and perpetuat •• 
d.pend.ncy."S6 

•• Local ParticipatioD iA DechioD-.. kiAg 

Participation ha. long be.n r.cognized a. important to proj.ct .ucc •••• 
Proj.ct. in which the ben.ficiari •• have participated actively in identify
ing the problem. and d.v.loping .olution. have be.n uniform I more .ucc ••• -
ful ov.r the long run than tho •• in which ben.ficiari •• play a pa •• iv. rol •• 

Proj.ct Lmplementation ha. been d.cidedly non-participatory. During the 
initial implementation .tag •• , OSAID/Guatemala and the proj.ct team •• tab
li.hed and dictated the t.~. and condition. of participation in the pro
gram. Th. diagno.i. methodology wa. d •• ign.d by the PMO and implement.d by 
proj.ct t.chnical per.onn.l. red.ration. and cooperativ •• provided informa
tion to the analy.i. t.am., and were lat.r giv.n the opportunity to r.vi.w 
conclu.ion •• nd propo.ed action plan.. Thi. doe. not, how.v.r, con.titut • 
• ff.ctiv. participation in the problem analy.i. and planning proc •••••• 

During the proj.ct planning period pot.ntial participant. had little room 
for maneuv.ring or di ••• nt, and •• v.ral organization. (notab> ROBCOCAG°':A 
and rzOOHERQ) are not participating becau •• they could not ag=e. with P~~
d.t.~ined practic •• and polici... Ev.n today th.r. i. a .trong t.nd.ncy in 
the PHD to t.ll the f.d.ration. what th.y need to do rath.r than h.lp the 
fed.ration. work through the problem. and arrive at th.ir own d.ci.ion •• 
Such an approach i. obviou.ly mor. time con.~ing and ri.ky, but A.I.D. 
experi.nc. ha. g.n.rally found thi. approach to be more .ff.ctiv •• 

Th. PMO i. not paying .uffici.nt att.ntion to the long t.~ negative impli
cation. of thi. approach. Int.rview. with manag.r. and board. of the 
variou. fed.ration •• ugg •• ted that th.r. i. a t.nd.ncy to view the proj.ct 
a. .omething .xt.rnal to the organization. Th. ab •• nc. of dir.ct participa
tion in project analy.i., planning and d.ci.ion-.aking ha. produced a 
pronounced "we-th.y" perc.ption among the in.titution.. Proj.ct per.onn.l 
need to be aware of thi., becau •• it adv.r •• ly ~ct. pro.pect. for .u.
tainability. Th. project .hould be mor. conc.rned with tran.f.rring .kill. 
and t.chnologi •• to the participant •• 0 that r •• ult. would be .uffici.ntly 

56 IW., p. 38. 
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int.rnalized to .n.ur. continu.tion of .ctiviti ••• nd the n.w mentality 
following the .nd of the proj.ct. 

C. LLD •• r Iapl ... Dt.tioD Icbedul. 

Th. proj.ct i. being implem.nt.d in •• traight lin •• r f •• hion: the di.q-
no ••• mu.t be compl.ted b.for. in.titution.l d.v.lopment ••• i.t.nc. will b. 
provided, in.titution.l d.v.lopment a •• i.tanc. mu.t h.v. produced the 
required impact before .tabilization fund. wili be provided, and the .tabil
ization program mu.t h.v. .ucceeded before the cooper.tiv. i •• ligibl. to 
r.c.iv. credit fund.. Th. proc ••• ha •• lowed down implementation of the 
projAct, with the r •• ult th.t no cooperativ •• h.v. y.t r.c.iv.d cr.dit 
fund •• 

Th. PMO argu •• that thi. proc... i ••••• nti.l to ••• uring the proper .nd 
.ff.ctiv. u •• of credit r •• ourc •• , and to r.duc. the ri.k of bad d.bt 
10..... Whil. thi. i. undoubtedly tru., it i. not cl.ar that the d.v.lop
mental int.nt of the Cooper.tiv. str.ngth.ning Proj.ct i. be.t •• rv.d by 
.uch a con •• rvativ. approach to the u •• of proj.ct r •• ourc... Th •• v.lua
tion t ... r.commend. that the proj.ct adopt a more flexible appro.ch to 
implement.tion, it i. pr.f.rabl. to acc.pt .om. ri.k .nd bring all of the 
.lement. of the proj.ct into action than to conc.ntrat. .ol.ly on avoiding 
any 10 ••••• 

D. CoDeortiua ApproacJa - 1101. ud v •• of CDO. 

Th. con.ortium arrangement -- con.i.ting of a t.am compri.ed of four cooper
~tiv. d.v.lopment organization. -- propo •• d to bring tog.th.r a wid. rang. 
of knowledge and .kill. in credit union. and cooperativ... In th.ory, thi. 
approach wa •• xpected to provide a complementary pool of r •• ourc •• that 
could .upport proj.ct implementation. Individual t.chnician. would receive 
back.topping from in.titution. with a vari.ty of cooperative .xperi.nc ••• 

In practic., thi. arrangement ha. not contributed po.itiv.ly to proj.ct 
implementation. Wid •• pr.ad di •• ati.faction and infighting among con.ortium 
member. ha. had a negative ~ct on the proj.ct t.am and on proj.ct impl.
mentation. The COO., with the .xc.ption of WOCCU, have not provided proj.ct 
management, t.chnical backetopping or .hort-t.rm technical a •• i.tanc. to the 
project. 

Part of the probl .. i. due to funding d.ci.ion. reached during contract 
negotiation •• A.I.D.'. contracting offic.r reduced the l.v.l of funding 
available for proj.ct back.topping. only WOCCO r.tained proj.ct .upport 
fund., the other COO. r.ceived only liaited ov.rh.ad fund.. W.t.thout fund., 
the COO. could undertake proj.ct .upport activitie. only at th.ir own 
expen ••• 

http:A.I.D.Is
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Neither did the project provide tor .hort-term technical a •• i.tance that 
could be u.ed to .upport the long-term technician. with .pecialized a •• i.
tance. The limited .hort-term re.ource. have been u.ed to conduct a .tudy 
ot in.urance, provide a •• i.tance on capitalization and .aving. mobilization, 
and conduct a limited number ot .eminar.. Short-term technical a •• i.tance 
would have been e.pecially valuab12 tor training, marketing, .trategic 
planning, and epecialized agricultural activitie •• 

Perhap. even more important, with .trong OSAID management ot the project, 
there wa. little opportunity or need tor home ott ice back.topping, at le •• t 
trom the USAID'~ per.pective. Mo.t ot the project management tunction. -
including over.ight ot plan. and implementation -- have been a •• umed by the 
OSAID/Guatemala project manager. The role relegated to the coo. in thi3 
arrangement ha. been le •• one ot managing the project and more one of 
providing a project team. 

A. a con.equence ot the.e thr .. tactor., the COO., with the exception of 
WOCCU, have had little role in project da.ign, planning and implementation. 
Thi. ha. led to con.iderable tru.tration, which ha. had a negative impact on 
project pertormance. The COO. are theoretically accountable tor project 
pertormance, but have little voice in major deci.ion. aftecting the .trate
gie. or implementation ot the project. 

Two characteri.tic. ot the PMO .taff mark the non-traditional approach ot 
thi. project: (a) only one ha. prior experience in impl ... ntin; a develop
ment a •• i.tance project, and (b) only two had ever worked for a cooperative 
organization before. Thi. project ha. a •• ambled a group ot technician. who 
are oriented toward private-.ector bu.ine •• operation.. Thi. approach i. 
con.i.tent with the major intent of the project to help cooperative. evolve 
from .ocial-oriented in.titution. into viable bu.ine •• entitie •• 

In general, the project .taft ha. proven it.elf to be very competent and ha. 
been well received within the cooperative in.titution.. With only a few 
exception., the beneficiary organization. rated the quality of technical 
a •• i.tance highly. The technical and practical .kill. ot the Guatemalan 
member. of the te .. were rated e.pecially highly by both recipient organiza
tion per80nnel and other member. of the PMO. 

Per.onal and profe •• ional contlict. among the expatriate profe •• ional .tatt 
-- reflecting .trong individual per.onalitie. and ditterent approache. to 
cooperative development -- have prevented the PNO .taft trom tunctioning 
effectively a. a team. Communication among the expatriate .tatt i. minimal, 
and the re.ulting divi.ion ha. had a negative impact on the local .tatf a. 
well. Thi •• ituation need. to be re.olved. 
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p. a.aoure. aDd ~LaiA9 I •• u •• 

Th. amount, allocation and ad.quacy of r •• ourc •• i. fr.qu.ntly a major 
con.traint to proj.ct .ucc.... In the ca •• of the Cooperative Str.ngth.ning 
Proj.ct, proj.ct r •• ourc •• have be.n a major con.traint in t.rm. of (a) the 
.tabilization program (b) the tUne-horizon of the proj.ct, and (C) the tact 
that the proj.ct ha. not mad. u •• of available credit r •• ourc ••• 

1. AIIOwat &Ad AllocatioD of a •• oure •• 

Th. proj.ct ha. been charact.rized by a .low rat. of di.bur.ement of fund. 
and a large pipelin., that wa. reduced in 1989 with the di.bur .... nt of the 
.tabilization tund.. Proj.ct .xpenditur •• , a. well a. total amount. commit
ted, are .ummarized 
in Table IX-l. 

Whil. more than 60 
perc.nt of the 
project'. life ha. 
.lap.ed, 1 ••• than 
half of the committed 
fund. have be.n .pent 
to dat.. Mor. than 
85 percent of th ••• 
• xpenditur.. have 
been for the 
int.rnational 
t.chnical a •• i.tanc. 
t ... , the OSAID 
(PMA) proj.ct 
manag.r, and the 
.tabilization fund •• 
Expenditur.. in oth.r 
ar.a. have been rela
tiv.ly low. Bxpendi
tur.. for the .upport 
of the PNO repr •• ent 
only one-third of the 
total ca.itted 
amount, although the 
unit ba. ca.pl.ted 
more than half of it. 
currently .cheduled 
life. Bxpenditur •• 
in the area of in.ti
tutional d.velopment 
have been moving .v.n 
more dowly. only 16 

TABLE IX-l 

PROJECT IXPENDITURES THROUGH 9/30/89 
(in OS $ 000) 

............ __ ................................. . 
Budg.t Category 

Int.rnational T. A. 

A.I.D. Proj.ct Manag ... nt 

Proj.ct Manag ... nt Offic. 

Program Ixpen ••• 
Stabilization 
Credit 
CONnCOOP Support 
INACOP Support 
Inat. D.velopment 

Subtotal, Progr .. 

GIWfD TOTAL 

Total Ixpen ••• 
Budg.t- to Oat. 

3,124 1,492 

580 442 

891 308 

2,500 2,336 
2,aOO 

50 5 
11 

1,034 167 

6,395 2,508 
••••••• • •••••• 
$10,990 $4,750 

- With the exc.ption of $812,000 for 
int.rnational t.chnical a •• i.tanc., all 
budg.ted fund. have been obligated. 

percent of the total amount obligated and 
cooperatiY. in.titution. ha. been .pent. 

cOlllllitted for .upport of the 

( \\)~ , 
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Table IX-2 .ummarize. the di.~ribution of project re.ource. amonq the 
current participant.. With the exception of FENACOAC and FECECCON, techni
cal a •• i.tance day. in 1989 were evenly divided among' the cooperative 
qroup.. r!NACOAC had two technician. a •• iqned to it, while rEOECCON failed 
to comply with pre-condition. for project ••• i.tance. FECOAR and FENACOAC 
rouqhly .hare 6S percent of the in.titutional development fund •• pent to 
date. 

TAlLE IX'2 

ACTUAL DISTIIIUTION OF P~ECT IESOUICES 
(II of 9/30/89) 

__ .___..........-._ ... ,... _____ .... __ ............ _ ... am._ .. " ..... . 
fEDEIlATlOI 

..........•................... -- ..................•...........•.... 
Project I"ourc" AlTEXCO fECOAI FEDECCCIIJ fEDECOAG FEDECOVEIA FENACOAC Toul 
•••................ ........ ........ . .•.••.... . ....... 

Technisi _liS-ICe Rm 

Plrson-de-,. (1919 only) '''' 244 Z9 177 252 437 1,253 
Percent of Totll 11 19 2 14 20 34 100 

FtnH .. 01 I III! 

(net; tut;onel D..,.IQtalnt 
Techn;CII AI.i.tence 35.5 6.1 .4 12.4 54.4 
Trlln;". .4 1.4 4.0 .7 39.1 45.7 
Op. & Slllry Saldf" 13.7 7.1 3.4 S.1 .2 32.4 
Cepitll Il!IP"ov--.tl 10.5 10.4 10.S l1.S 

Sl.Gtotel 24.6 54.4 3.4 10.1 20.0 51.7 164.2 

Stlbllfllt;on Fundi - 1,259.3 1,072.0 2,331.3 - -- - ..... - _ ..... _ ... ..... -
Totll Fn'", 24,6 1,313.6 3.4 10.1 20.0 1,123.7 2,495,5 
.••••••••.•••.•••........•..••••..•...........•....•...•.•.......................................... 
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Similarly, ARTZXCO, RCOAR, ROECOAG and nOBCOVJ:RA have received a propor
tionately larger .hare of in.titutional development .upport during the life 
of the project (.ee Figure 4). 

Technical a •• i.tance repre.ent. the large.t it_ of in.titutional de"elop
ment expenditure. (33 percent), while training repre.en~. 28 percent, 
.ub.idie. 20 percent, and capital improvement. 17 percent. Stabilization 
fund. have been di.bur.ed only to rECOAR and nNACOAC, with rzCOAR receiving 
S4 percent of the total. rENACOAC alone received 86 percent of the training 
expenditure., due largely to the fact that it benefitted from .everal 
project-funded .tudy excur.ion. to Puerto Rico and the O.S. OVerall, rECOAR 
ha. received 53 percent of project fund. di.bur.ed and RNACOAC 4S percent; 
the remaining 2 percent i •• hared by 4 federation •• 

Although PENACOAC and rECOAR have received mo.t of the project'. re.ource., 
the .maller movement. have benefitted at lea.t proportionately to their 
.ize. In particular, the project ha. dedicated a proportionately larger 
.hare of it. time and in.titutional development re.ource. to the .maller 
cooperative movement.. If total member.hip i. taken a. the ba.e, for 
example, ARTBXCO, nCOAR, ROBCOAG and nOBCOVJ:RA have received a diapropor
tionately larger .hare of teehnical a •• i.tance. rENACOAC, with nearly 80 
percent of the affiliated cooperative member., ha. received le •• than 40 
percent of the available technical a •• i.tance. (See rigure 3.) 

TECHNICAL ASSISTANCE 
(Technician DIlYs) 

.~---------------------

40 ~--.--.---,-.-,.--.-.-.-.-.---------, 

o 

1 ___ Til,,,,, 1 

Figure 3 

2. Leagtla of Project 

FINA NCIA L ASSISTANCE 
(Instrtutional DevelOpment Funds Only) 

.. ~=~---------...., 
•• +-----_._._-----< 
•• +----_ .... -.,_ .... "._-_.,-_ ..... __ ..... , 
11+--:::.::-"" 

The other major re.ource .hortage in the projeet i. the length of time for 
the international teehnical a •• i.tance. Although originally planned a. a 
five-year teehnieal a •• i.tance program, the level of effort wa. reduced to 
three year. in eontraet negotiation.. Thi. i. inadequate to aeeompli.h the 

http:PNCOMP--46.11
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proj.ct purpo... A. a r.~ult, the curr.nt proj.ct .hould b. vi.wed a. the 
tir.t pha •• in a lonq.r-e.rm commitm.nt to .tr.nqth.ninq the cooperative 
movement in Guatemal •• 

3. Adequ.cy of a •• ourc •• 

Th. qu •• tion ot the ad.quacy ot proj.ct r •• ourc •• involv •• two '.parat. 
il.u.,: the amount ot r •• ourc •• available and the l.ngth ot eim. r •• ourc •• 
ar •• vailClbl •• 

Th. amount ot .tabilization tund. i. inad.quat. to .chi.v. the obj.ctiv •• ot 
the proj.ct, at l.a.t a. pr ••• ntly proqramm.d and u.ed. Fund. ori9in.lly 
proqr&mmed h.v •.• lr •• dy b •• n .xhau.ted, y.t the proqram h •• only b.gun to 
addr ••• the n.ed. ot '~NACOAC and PECOAR ( ••• Tabl. IX-3). Stabilization 
tund. w.r. r.c.ntly incr •••• d $1.0 millJ.on by .hittin9 tund. trom the credit 
proqram. Ev.n this will not b •• uttici~nt to .tabiliz •• 11 .ix p.rticip.t
in9 ted.ration •• nd th.ir member cooperativ... Th. PHO •• tim.t •• that it 
will take $6.5 million to Itabiliz. the t.d.ration. and th.ir attiliat •• 
(without con.id.rinq the .tabilization need. of the rEDEOOAG cooperativ." 
or ot the .m.ll.r 42 ~redit union. th.t compri •• only 20 perc.nt ot the 
capital ot the PENACOAC '~r.t-). Thi. allum •• how.v.r that the proj.ct 
would and .hould provide allot the Itabilization tund. required by the 
remaininq ted.r.tion •• 

TAl&.! IX·J 

lIMO ESTIMATES 0' TOTAL IIUDI '01 STAIILIZATlOIII fUIIOS 
(10001) ...... __ .... _ ....... ______ .n_ .... _ .. _________ ..... _aa.a •• r-•••••••••• 

federlclan Level Cooperlclve Level 
...................................•....... 
Elcl_tld MlutC Elcl_ced Mlutt Toul ToCll 

'ederatlon .... OflburMd II ... Dfsbursed .eed Disbursed .•••...•.••.. . ........ . ........ . ........ . ........ . ........ 
AlTEXCO 36 36 
fECOAI . J7'D J7'D 
'EDictal 

S89 SII9 1,259 1,259 

'EDICOAG 7'90 n.l. n.l. 7'90 
fEDICOVUA 720 540 1,260 
flUCOAC 900 555 2,250 517 S,150 1,072 

Totll 12,710 '925 13,715 11,406 16,495 12,]31 ............................................................................. 
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T~ere are .everal alternative. for increa.ing the .cope of the .~abilization 
program. One alternative, at le •• t in theory, would bG to provide the 
federation. and cooperative. with gre.ter income e.rning-capacity by 
inve.ting time and re.ource. in production and marketing need.. A. incom. 
grow., the in.~itution would be able to retire it. bad debt. with fund. of 
i~. own, perhaps in • matching arrangement with project .tabilization fund •. 

6. Lea~ of Project 

The other m~jor re.ource .hortage in the project il the length ot time for 
the international technical a •• i.tance. Although originally planned a. a 
five-year technical a •• i.tance program, the level of effort wa. reduced to 
three year. in contract negotiation.. Thi. i. inadequate to accompli.h the 
project purpo.e. A. a re.ult, the current project .hould be viewed •• the 
fir.t pha.e in a longer-term commitment to .trengthening the cooperative 
movement in Guatemala. 

The que.tion of the adequacy of project re.ource. involve. two .eparate 
i •• ue.1 the amount of re.ource. available and the length of time re.ource. 
are available. 

The £mOunt of .tabilization fund. i. inadequate to achieve the objectives of 
the project, at le •• t •• pre.ently programmed and u.ed. Fund. originally 
programmed h~ve alre.dy been exh.u.ted, yet the program h.. only begun to 
.ddre.e the need. of nlfACOAC and nCOM C.ee Table IX-3). Stabilization 
fund. were recently incre.eed $1.0 million by .hifting fund. from the credit 
program. Iven this will not be .ufficient to .tabiliz •• 11 .ix participat
ing federatione and th.ir member cooperativee. The PMO e.timate. that it 
will take $6.5 million to .tabilize the federation. and th.ir affiliate. 
(without con.idering the .tabilization need. of the rzOECCAG cooperatives, 
or of the •• all.r 42 credit union. th.t compri.e on17 20 percent of the 
c.pital of the nNACOAC .y.tem). Thi. a.eumee however th.t the project 
would and .hould provide all of the .tabiliz.tion funde required by the 
remAining feder.tione. 

Th.r. are •• v,r.l .ltern.tiv.. for incre.eing the .cope of the .tabiliz.tion 
program. on •• It.rn.tive, .t l ••• t in theory, would be to provide the 
fed.ration. and cooperativ •• with gr •• ter income •• rning-c.pacity by 
inv •• ting tt.. and r •• ourc •• in production and .arketing need.. A. inc~ 
grow., the in.titution would be able to r.tir. it. b.d debt. with fund. of 
it. own, perhaps in • matching arrangement with project .tabiliz.tion fund •• 

Another .It.rn.tiv. would be to •• tabli.h an .nnuity fund, with the c.pit.l 
exh.u.ted ov.r the life of the inve.tment. Thi. could incr •••• the cov.rag. 
of the .v.ilabl. fund. mora than 40 percent. 
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Pin.lly, the PMO .hould con.id.r oth.r .It.rn.tiv •• , .uch •• providing 
m.tching tund. tor cooper.tiv •• th.t .r. coll.cting d.bt that h.~ previously 
b •• n cla •• itied a. unr.cov.rabl.. Thi. would both incr.a •• the ?Otential 
coverage ot .xi.ting .tabilization tund •• nd .ncourag. the cooperativ •• to 
engage in mora .ttectiv. coll.ction pr.ctic ••• 

G. Po •• ibiliti •• for Merging th. 
Credit aDd stabili •• tioD Puad. 

a.c.u ••• tabiliz.tion tund. w.r •• xh.u.ted in 1989, it h •• b •• n propo.ed 
th.t the credit and .tabiliz.tion tund. be merged to incr •••• the amount ot 
stabiliz.tion tund •• v.ilabl.. Th. credit compon.nt, with it •• tring.nt 
polici •• , g.n.rally .erve. a. the third .t.p in the proj.ct tor particip~nt9 
who have .ucc ••• fully p.rticipat.d in the .tabilization and in.titutional 
d.v.lopment compon.nt.. Th. implicit ••• umption in merging the two fund. i. 
that credit will not be ne.d.d to the .xt.nt proj.ct d •• ign.r •• nticipated, 
.nd that tund. for the "pr.-r.qui.it.- .tabiliz.tion compon.nt would take 
priority. Alr.ady, $1.0 million h •• be.n r.programmed from cr.dit to 
.tabiliz.tion. 

Cr.dit i. the only mechani.m .v.ilabl. und.r the proj.ct that i •• peciti
c.lly well-.uited to .ddr ••• ing the production, proc ••• ing .nd m.rk.ting 
n.ed. of agricultur.l .nd arti.an cooper.tiv... ror tho •• org.niz.tion. 
th.t will not be u.ing .tabiliz.tion .upport, credit will rem.in •• trong 
inc.ntiv. to particip.t. in the proj.ct .nd introduc. the much n •• d.d 
tinanci.l and .dmini.tr.tiv. ch~ng... Credit will be .n import.nt .ourc. ot 
c.pit.l to ••• i.t the ted.r.tion. in l.unchin~ new •• rvic •• , .nd i. n.ed.d 
to incr •••• the bu.in ••• volume. ot the non-tin.nci.l cooper.tiv... Th. PMO 
.hould begin to make loan tund •• v.ilabl. to credit-worthy cooperativ ••• 

Anoth.r .It.rn.tiv. the PMO .hould con.id.r would be to u.. .tabiliz.tion 
tund. to tin.nc. cooper.tiv. bu.in ••• activiti •• in.t •• d ot limiting the u.e 
ot tho •• tund. to purch •• ing " •• t.- c.rtific.t •• of d.po.it :. loc.l tinance 
compani... Whil. this would undoubtedly incr •••• ri.k .nd r.a~c. ov.r.ll 
yi.ld, inv •• ting th ••• fund. in lo.n. to the cooper.tiv. movement provid •• 
r •• ourc •• to .upport the growth of the movement. 

The f.ct th.t the .tabiliz.tion fund. will remain int.ct .t the .nd of the 
pr,oj.ct i, an is.u. the proj.ct need. to .ddr.... At the pr ••• nt time th.1·. 
i. no plan for the .pplic.tion or di.bursement ot th.s~ tunds. This could 
cr •• t. pot.nti.l problem. or conflict., expect.tions h.v. been r.ised among 
the p.rticipants th.t this mon.y will be shared among them. At the sam. 
time, th.r. is conc.rn th.t the funds would be turned ov.r to rBNACOAC. 

Th. possibility of cr •• ting a perman.nt stabiliz.tion fund for the coopera
tiv. movement .t the .nd of the proj.ct h ••• 1.0 been discu.sed. Such. 
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fund would .u.tain it •• lf by charging cooperat'.v •• in.uranc. premium. to 
cov.r admini.tration co.t. and pot~ntial 10..... Thr .. f.ctor. would be 
r.quir.d for .uch a fund to .urviv.: .conomic viability of the cooper.
tiv •• ; .dequ.te int.rn.l controls .nd di.ciplin.; and .ff.ctiv •• upervision. 
A. m.ntion.d e.rli.r in this .valuation, the COoper.tiv. S~r.nqth.ning 
Proj.ct h.. .ddre •• ed the •• cond r.quirem.nt -- cr •• ting int.rn.l control • 
• nd di.ciplin.. Th. oth.r two h.v. not been .ddr •••• d, .nd .r •• till 
problem.. A fe •• ibility .tudy .hould be conducted prior to .ny d.ci.ion to 
cr. at. a perman.nt .tabiliz.tion fund. 

Th. proj.ct .hould, how.v.r, make a d.finit. d.ci.ion on the future of the 
fund. f.r in advanc. of the proj.ct activiti •• compl.tion d.t •• 

t ••• 1 •• aDey of '.rforaaDc. IDdicator. 

Th. indicator. u.ed to monitor and r.po~~ proj.ct performance do not conv.y 
.n ad.quat. d •• cription of proj.ct impact. R.porting focu ••• prim.rily on 
activiti •• carried out, not on the impact of th ••• activiti •• on the 
.ccompli.hment of the proj.ct purpo •• or goal targ.t.. Th. glob.l indic.
tor. curr.ntly u.eci ere mi.dir.cted and mi.l •• ding. Th. poor qu.lity of the 
indicator. i. demon.':rated by the fact that the proj.ct doe. not .v.n report 
on 6 of the 11 glob.l indicator.. Among the major problem. in the us. of 
proj.ct indicator. ar.1 

• O.ing averag. 1983-1985 d.t. a. the b ••• lin. i. mi. leading. 
Th. proj.ct t.am w •• not in plac. until 1987, .nd proj.ct 
a •• i.tanc. to the fed.r.tion. did not begin until the diag
no.tic .tudi •• were compl.ted in 1988. O.ing 1983-85 data a. 
the ~ •••• x.gg.rat •• proj.ct accompli.hment.. For .xampl., 
.aving. have grown 3,245 perc.nt .inc. the 1983-1985 period, 
but only 123 percent .inc. the diagno.tic .tudie. were 
completed. Mo.t growth took plac. before the proj.ct b.g.n. 

• R.porting av.rag. d.t. i. al.o mi.leading. For .xampl., 
growth in •• ving. and c.pital are r.ported a. ov.r.ll growth 
rat •• , which are h •• vily .kewed by rlMAOOAC'. pertormanc., 
in.t •• d of •• • perc.nt ot participant. r.aching the .peci
fied go.l of 50 perc.nt incr...... Although the r.port. 
indic.t. the go.l h.. been .chi.ved, v.ry few of the organi
z.tion. h.v. met tho •• targ.t.. Likewi •• , av.rag. d.lin
qu.ncy r.t. declin •• appeared to meet or .xc.ed targ.t., but 
10 of the 16 participating credit union. had actu.lly .xper
i.nced incr ••••• in d.linqu.ncy during the proj.ct. 

• oth.r indic.tor. ar. unr.l.ted to project imp.ct, .lthough 
th.y are being r.ported a. it th.y wer.. M.mber.hip go.l. 
were .xceeded .v.n before the project beg.n to work with 
prim.ry-l.v.l cooper.tiv... Th. growth obviou.ly could not 
be .ttributed to the proj.ct. 
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Some of the perform.nc. indic.tor •• ppe.r to be logic.lly incomplete or 
incon.i.tent. ror exampl., the proj.ct e.tabli.hed targ.t. of reducing 
operating co.t •• nd reducing coat. n •• percentage of total a.8.t~ for most 
of the federation.. Thi •• ppear. to be .n incompl.t. m ••• ure bec.u.e 
federation. can h.v. l.rg. amount. of •••• t. with little incom., .nd .mall 
aa.et level. with much income. It .1.0 .ppear. incon.i.t.nt with ba.ic 
project obj.ctive.. Th.r •• hould be .n underlying c~itm.nt to increa.ing 
.xpen ••• , not n.c •••• rily d.cre •• ing them -- the cooper.tiv. group. need ~o 
employ more qu.lifi.d p~of ••• ion.l •• nd provide more •• rvic •• , both of which 
imply incr.a.ing co.t.. It •• em. th.t •• v.ral differ.nt mea.ur ••• re needed 
to g.t at wh.t this .ingl. indic.tor i •• uppo.ed to m.aaur.: 

1. S.lf-.uffici.ncy 
2. Itt ici.ncy 
3. Productivity 
4. Improvem.nt 

.xpen •• /incom. 

.xpen •• / •••• t. 
incom./ •••• t. 
increa... in both income and .xpen8~. 

Th. ba.ic indic.tor. u.ed to mea.ur •• nd r.port on proj.ct .ucc ••• need to 
b. r.viewed .nd r.vi.ed. 

II. Reducing th. kope of th. Proj.ct 

At the pr ••• nt time the r •• ourc •• of the PMO .r. ov.rext.nded. Stabiliza
tion fund •• r. compl.t.ly oblig.ted. Th •• t.ff i. beginning to hav3 diffi
culty in meeting. it. workplan obj.~tiv... Many .ctiviti •• of the project 
.r. behind .chedul •• 

Whil. it i. tempting to r.commend limiting the .cope of the proj.ct, th.t 
doe. not •• em to be • pr.ctic.l .olution und.r the circum.t.nc... Once 
proj.ct activiti •• are initi.ted with • federation, t.rmin.tion of project 
.upport mu.t be con.id.red • ..riou. problem. 

Th.r. i., howev.r, ample ju.tific.tion to .xolud. FEDBCOON from furth.r 
proj.ct .ctiviti... red.r.tion man.gement h •• little ambition to .xpand the 
movement. Th. ted.r.tion h •• littl., if .ny, cont.ct with it. ·memb.r •• ~ 
Th. m.jor con.umer cooper.tiv •• are loc.ted in urb.n ar... .nd .r. d.dic.ted 
primarily to t.porting con.umer good.. Th. rur.l cooper.tiv ••• r •• m.ll and 
in.ff.ctu.l and, ••• n it .ucc ••• tul, would h.v. an in.ignitic.nt imp.ct on 
.ith.r rur.l income or production. 

FENAOOAC, rBOOAR, rBDICOAG .nd rlDlCOVIRA .hould d.finit.ly be r.t.in.d in 
the proj.ct. ot the .gricultur.l fed.r.tion. FlDBCOAG h •• d.mon.trat.d the 
gr •• t •• t int.re.t in the program, .v.n though it h.. ..v.r. int.rn.l prob
lem. and would require con.id.rabl. h.lp. FEDBOOVIRA h •••• ignificant 
pot.nti.l to r.i •• income among it. member., it the right mix of t.chnic.l 
.nd fiJ'.rmci.l ••• i.tanc. is provided. nNACOAC .hould be .lao b. r.tained 
in the program .lthough ••• i.tanc •• hould b. focu •• d on the prim.ry-l.v.l 
credit union.. In particular, rBNAOOAC .hould not particip.t. in the cr.dit 
compon.nt of the proj.ct, •• it h •• the c.pability of g.n.r.ting .ufficient 
int.rn.l r •• ourc.. to meet credit dem.nd. nCOAR .1.0 h.. • .trong rural 
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ba.e and a relatively complacent federation manaqement. Aqain, a •• i.tance 
.hould be focu.ed pt'im~~ily on the ba.e-level cooperative •• 

ARTEXCO repre.ent. a more complicated .ituation. The fMO, with it. f~cu. on 
finance and admini.tration, ha. little to offer ARTlXCO. The project'. 
rural focu. on aqricultural cooperative. doe. not really match ARTEXCO'. 
need. for expert technical a •• i.tance in export marketinq of arti.an handi
craft.. A •• i.tance to ARTEXCO .hould be limited to the central component. 
of the project -- manaqement and financial a •• i.tance, but the project 
.hould look tor other .ource. of a •• i.tance for ARTlXOO to meet it. market
inq need •• 

While the proqram .hould eventually con.ider workinq with FECOKERQ and 
PEDECOCAGOA, in the .hort run re.ource •• hould be focu.ed on the participat
inq federation •• 
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z. 

A policy document d.lin.ating all proj.ct policie., con.i.t.nt with the 
proj.ct de.cription in Attachm.nt 2 of the Cooperative Agr.ement betw •• n AID 
and F!NACOAC, wa. pr~par.d by the PHO. Whil. any comm.nt on the a~equacy of 
the policy framework i. n.c.~.arily .ubj.ctiv., th •••• ppe.r to provide a 
.olid ba.i. for implem.nting the proj.ct. Th.y r.fl.ct a .tring.nt, hard
no •• d .ppro.ch to cooper.tiv. d.v.lopment .nd, for the mo.t p.rt, ar. 
thorough, well-organized .nd compr.h.n.iv.ly pr ••• nted. Th.y appe.r to be 
.om.wh.t more r •• trict.v. than tho •• d •• cribed in the PID and in the Design 
Docum.nt.tion of the Cooper.tiv. Str.ngth.ning Proj.ct pr.p.red by the 
WOCCO, .speci.lly in the u •• of .tabiliz.tion and cr.dit fund •• 

GeDe~.l 'olici •• 

The Gen.r.l Polici •• (which .r., in f.ct, .1.0 proc.dur •• ) .tat. that all 
the .ctiviti •• c.rri.d out und.r the proj.ct will b. ori.nt.d toward. a 
•• ri •• of output. th.t are comp.tibl. with proj.ct philo.ophy. Th. emphasis 
i. on fin.nci.l and .dmini.trativ. improvement; .conomi~ d.v.lopm.nt .nd 
bu.in ••• pot.nti.l are .ddr ••• ed in only two of .l.v.n ar ••• of improv.ment. 

Thi. group of polici •• are •• pecially well conc.iv.d and pr ••• nt.d, and form 
• compr.h.n.iv., und.r.tandabl ••• t of polici •• that are con.i.t.nt with the 
proj.ct'. go.l. and purpo... rour minor i •• u ••• hould be r.viewed .nd 
addr ••• ed, how.v.r. rir.t, it would probably be pr.f.rabl. to fund •• lary 
.ubsidi •• out of current oper.ting income r.th.r th.n cr •• ting r ••• rve. in 
on. y •• r to fund ben.fit. in the following. S.cond, .lthough the per.onnel 
hir.d with proj.ct fund. ar. o.t.n.ibly fed.r.tion employ ••• , it wa. not 
cl.ar in the .valu.tion int.rview. th.t the fed.r.tion. wer., ·in fact, 
committed to r.taining them one. proj.ct funding t.rminated. On. m.n.g.r, 
for .xampl., indic.ted that the per.on. would be r.t.ined ·if Konrad Ad.naur 
or .ome oth.r dono~ would provide funding to continu. th.ir •• lari ••• • 
Third, the polici ••• 1.0 require an .valu.tion of tr.in ••• and of the w.y. 
in which they .r •• pplying th.ir newly .cquired .kill. in th.ir r •• pective 
org.nization., 'HO and cooperative per.onn.l could not r.c.ll .ny .uch 
.v.lu.tion.. rinally, .lthough providing equipment and good. on con.ignm.nt 
i •• good conc.pt, it may be a difficult on. to .pply in pr.ctic.. In ca ••• 
of non-complianc., withdraw.l of equipment .nd good. may become •• pecially 
difficult, •• it would c.u •• r.l.tion. between the proj.ct .nd the f.d.r.
tion to d.t.rior.t •• 

riDaDcial Itabili •• tioD Polici •• 

Th. financial .tabiliz.tion polici •• ar. d.t.iled .nd thorough, .lthough 
th.y .1.0 t.nd to mix polici ••• nd procedur... Th. polici •• provide an 
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adequate d •• ~rlDtlon of the purpo •• , u •• an liait.tiona of the 

'" atabillution program, and cl.arly locu& the ~h •• h of the program on & 

financial raletie n.hlp betwe.n the program an the P.rticip.tin~ faderat i on 
or cooperativ • • 

On. notable w •• kn ••• La that financial atabiliz&tion effort. ara to rein
atat. tinanoial viability -if and when participating cooperativ •• demon
at rat. economic pot.~~al . · Since the inatitutional 41&9no ••• do not 
.adr ••• the i.au. of economic potential aufficiantly, ~~. project ha. little 
information on thia ara.. In tact in •• varal c..... finanoial projectiona 
were prepared, inter.at rat •• raiaed, and margine inor ••• ed without 
determining whethar .ember cooperatlv", their individual ~r. or the 
market would be able to abaorb or tolerate .uch incr.a ••• • 

'.t-' 'nally, •• finance h quantifiable, financial policie. that are non
. ' i, :intilia.ble an difficult to undentand and apply, . Term •• uch a. 
I .,,;"'\.\ ... 
"'.tf.ctive,· "adequate," ·minimal,· and ·continuou." are difficult to appl·~' , 

and •• pr ••• ion •• uch a. "entrepreneurial admini.tration" require furthar 
definition . It i. difficult to underatand how ·liquidation.· will b. u •• d 
a. complem8nt&ry in.trument. to achieve financial .tabili.ation. 

The.e lImit.tion. are relati.ely minor, and the .tabill.atlon poliei •• 
appear to provide an adequate framework for the project. 

The credit policiee alao mix polieie. with procedure. and u.e ambiquou. 
word •• uch a. ·acti.ely,· ·.ati.factory,· ·prudent" and "periodically,· w. 
found it difficult to under.tand the criteria for .ucce •• fur fulfillment of 
the poliey quideline •• 

• What, •• actly, woul~ the project r.view to dev.lop a coopera
tive credit profil.? 

• When, how, and by what .. an. would a profile aati.fy proj.ct 
requir_nt.7 

• What quality and .alue of quarant ... would •• ti.fy project 
requ.ir_nt.? 

e Bow doe. a cooperati.e deal with .ub.idi.ed .arket rat •• 
a •• ilable frca other .curce.7 

• low ia the co.t of capital (actua~ or ~liad) factored into 
the analy.ie of rate .ariation.? 

• There il l~ttl. reference to delinquency control, reportinq 
and It.thtlc •• 

The •• are r.latively minor i •• ue., but the PNO .hould at le •• t review the 
criait polici •• to ... if they need to be .. de eare .pacific. 

http:The:cremdit,.po
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In .ummary, the policy framework appear. to provide a .ound ba.i. for 
implementing the project. We recommend th.t -policie.- be separated from 
-procedures- in the document; the ba.ic policy .ection should be short and 
concise, while the procedure •• ection can retain the specificity required to 
admini.ter the program. The project ehould al.o con.ider revi.ing the 
manual to explain ambiguous term •• uch a. -adequate,- -effective,- -min
imal,- and ·continuou.ly.-
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II. 'all #UftDi or 'all ~ 

The Cooperative Str.nqth.ning Proj.ct wa. initi.ted ~n Auqu.t, 1986. 
Technic.l a •• i.t.nc. for the proj.ct beg.n almo.t • y.ar l.t.r, in July 
1987. At the time of thi •• valu.tion (S.ptembor - Octob.r, 1989), three 
y.ar. of the fiv.-y.ar implement.tion period and 27 of the 36 month. of 
t.chnic.l ••• i.tanc •• chedul.d for the proj.ct h.d .l.p.ed. Th. project, 
th.r.for., w •• b.tw •• n 60 and 7S perc.nt compl.ted at the tim. of the 
.v.luation. 

Th. purpo •• of the .v.lu.tion w •• to •••••• progr ••• toward .chi.vinq the 
proj.ct'. major obj.ctiv •• and to recomm.nd way. to improve it. impact, both 
for the period remaining in the current authoriz.d proj.ct and for a 
contem91.t.d r.vi.ion or .xt~n.ion. 

Th •• v.lu.tion h •• concluded th.t: 

1. Th. proj.ct h.~ corr.ctly id.ntified • m.jor •• t of problem. 
f.cing the fed.rated cooperative .y.tem in Guatem.l. at the 
pr ••• nt timel (.) in.ppropri.t. m.n.gement pelici ••• nd 
pr.ctic •• , .nd (b) we.k fin.nci.l .tability. Without 
.ddr ••• ing th ••• two fundament.l problem., .ny .ffort to 
r.vit.liz. the cooper.tive movement would probably not 
.ucceed. Wh.t the proj.ct i. d •• iqned to .ccompli.h, 
th.r.for., i. both .ignificant .nd v.luabl •• 

2. Th. proj.ct i •• howing .ignific.nt progr ••• toward 
.ccompli.hing tho •• obj.ctiv... Th. chang •• initi.ted by the 
participating fed.r.tion. .nd cooper.tiv.. h.v. been 
profound, major &nd, in mo.t c •••• , irr.v.r.ibl.. Th. m.jor 
d.ci.ion •• dopted by .11 of the p.rticip.ting fed.r.tion •• nd 
cooper.tiv •• -- to r •• tructur. the c.pit.liz.tion of the 
fed.r.tion. and cooper.tiv •• , tn .dopt fira credit .nd 
d.linqu.ncy control procedur •• , to .ng.g. in market-ori.nted 
econa.ic.lly •• If-.u.t.ining .ctiviti •• , to oper.t ••• 
priv.t •• ector bu. in •••• nt.rpri ••• in~t •• d of eoci.l welf.r • 
• g.nei •• , .nd (in the c ••• of credit union.) to mobilize 
loc.l •• ving. in.t •• d of d.pending on .xt.rn.l e.pit.l -- are 
perh.p. the mo.t .ignific.nt ch.ng •• th.t h.v. occurred in 
the Gu.tem.lan cooper.tiv. movement in the pa.t 20 y •• r •• 
Moreov.r, th.r. i •• uffici.nt r ••• on to beli.v. th.t th ••• 
chang •• are in.titu~ion.liz.d .nd will be .u.t.ined b.yond 
the .cheduled .nd of the proj.ct. Thu., the proj.ct .ppe.r. 
to be m.king •• ignific.nt, pe.itiv. contribution. to the 
.tr.nqth.ning of the cooper.tiv. movement in the country. 
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3. A. pre.ently de.igned57 , however, the project will fall .hort 
of .ccompli.hing the implied project purpo.e of e.tablishing 
• viable, effective and efficient coo~r.tive .y.tem: 

•• it will h.ve worked with only .am.ll number of 
prim.ry-level cooper.tive.; 

b. it will not h.ve worked with the.e in.titution. for • 
long enough ~riod of time to en.ure .u.t.inability; 
and 

c. it i. not de.igned to addre ••• ever.l problem. 
(particul.rly production, marketing and exp.n.ion of 
bu.ine •• opportunitie.) that limit pro.~ct. for 
.chieving ~~ffectivene •• , efficiency .nd viability in 
.ever.l of the p.rticip.ting in.titution •• 

4. In .ddition, the ev.lu.tion team i. concerned th.t the 
project i. not paying .ufficient attention to developing a 
c.p.city within the federation. to extend the conc.pt. of the 
proj.ct to th.ir rem.ining memb.r. (tho •• not dir.ctly 
••• i.ted through proj.ct r •• ourc •• ) or to .ddr ••• tho •• 
problem. th.t .r. not within the .cope ot the pre •• nt 
proj.ct. 

5. Pin.lly, th.r. are .cme p~'obl.m. -- r •• ourc. l.v.l •• nd 
timing, proj.ct coordin.tion, tocu •• nd .tyl. -- th.t n •• d to 
be .ddr ••• ed to improve pertorm.nc •• nd imp.ct. 

In .umm.ry, the .v.lu.tion conclud •• that the proj.ct h •• b •• n .ucc •• stul in 
.ddr ••• ing two m.jor i •• u •• limiting the growth .nd d.v.lopm.nt ot the 
t.d.r.ted cooper.tiv •• y.tem in Guat.mal.. Although .ctu.l impact will be 
limited by the t.ct th.t the re~.ining tim. and r •• ourc •• in the project are 
in.uttici.nt to r •• ch • l.rg.r number ot prim.ry-l.v.l cooperative., the 
proj.ct will h.v. m.d ••• ignitic.nt, .nd po.itiv. contribution to 
d.v.loping • mod.rn, bu.in ••• -ori.nt.d cooper.tiv. movement in the country. 
Iv.n it no turth.r r •• ourc •• were to be provided to the proj.ct, th.r.tor., 
it i. the ••• lu.tion t.am'. conclu.ion th.t the oxi.ting proj.ct will b •• 
• ucc.... It will h ..... tabli.hed an •••• nti.l found.tion, without which 
major .dvanc ... nt in the rural cooperative •• ctor could not take pl.c •• 

S7 In t.rm. ot the .cheduled lit.-ot-proj.ct, .cheduled compl.tion ot 
t.chnical ••• i.tance .ctiviti •• , .nd oth.r r •• ourc ••• 
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B. Optioo. for the rutur. 

In con.id.ring the future of the Cooperative Str.ngth.ning Proj.ct, the 
Hi •• ion need. to re.olv. two ba.ic qu •• tion.: 

• Should the curr.nt proj.ct be .dju.t.d -- in t.rm. of 
r •• ourc •• , focus or implement.tion .tyl. -- to b.tter m •• t 
proj.ct obj.ctiv •• ? 

• Should the proj.ct b •• xpanded to cov.r oth.r activiti.. -
.uch a. land •• 1.. through cooperativ.. and ••• i.t.nc. to 
non-feder.ted cooper.tiv •• ? 

While th.r. are no d.finitiv •• n.w.r. to thea. qu •• tion., the d.ci.ion 
.hould be mad. on the ba.i. of the int.nd.d purpo •• of the proj.ct .nd its 
r.lation.hip to the Mi •• ion'. long-t.rm go.l. in the rural •• ctor. The 
achi.vement. of the curr.nt proj.ct are .ignificant, .nd are ju.tifiable in 
and of them •• lv... If the Mi •• ion wi.h •• to mer.ly .olidify the •• g.in •• nd 
.xt.nd the .cope of the proj.ct to !.ncorpor.t. a larg.r numb.r of prim.ry
l.v.l cooperativ •• , the achi.vev.n~. and impact would b. no 1 ••• 
• ignificant. 

In the opinion of the .valuation t.am, how.ver, the Cooperative 
Str.ngth.ning Proj.ct, a. it i. curr.ntly d •• igned and implem.nt.d, should 
b •• t be viewed a ••• tabli.hing a foundation for a more .u.tain.d and 
compr.h.n.iv. cooperative d.v.lopment program. It r.pr ••• nt. a n.c •••• ry 
ba.i. for tbat d.vellipment, but i. not, in-and-of-it •• lf, .uffici.nt. 

c. Optioo. to Modifr the .xi.tiDg Proj.ct 

Th. curr.nt proj.ct need. to be modified to meet it •• tated purpo •• of 
in.titutionalizing ba.ic manag.rial and financial r.form. in the fed.rat.d 
cooperative .y.tem, and of d.v.loping a Rviabl., .ff.ctiv., and .ffici.nt" 
cooperative .y.tem. Th.r. appear to be two major alt.rnativ.. to modifying 
the .xi.ting COOperative Str.ngth.ning proj.ct. At a minimum, the r •• ourc. 
l.v.l and implementation period .hould be incr.a.ed to allow the proj.ct to 
compl.t. work with an acc.ptabl •• egment of the fed.rated cooperative 
DOvement. Thi. would compl.t. the pr ••• nt .ffort of initiating ba.ic 
management and financial chang.. in the participating fed.ration. and a cor. 
group of cooperativ •• , and permit .uffici.nt time to r.inforc. the 
in.titutionalization of the chanq •• in tho •• in.titution.. Th ••• cond i. to 
.xpand the .cope of the proj.ct to d.al with d.v.lopment i •• u.. that .r. not 
addr ••• ed by the curr.nt proj.ct. Thi. would allow the proj.ct to continu. 
the pr ••• nt .ffort at in.tituting manag.ri.l and financial improvement., but 
would add an empha.i. on h.lping •• v.ral of the fed.ration. -- notably 
FlDICOVBRA, FlDBCOAG and PlCOAR -- dev.lop a .ound .conomic ba.. that can 
.u.tain the organization •• 
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1. Option to eo.p1.t. Curr.nt Actiyiti •• 

If the Mi •• ion wi.h •• to complete the ~ocu. of the curr.nt project effort 
that i., bring about .pec~fic m.n.gement .nd financial ch.ng •• in • core 

group of cooper.tiv. f.d.ration •• nd individual cooperativ •• -- then '_he 
proj.ct .hould not be r.d •• ign.d. In.t •• d: 

• Th. Proj.ct Purpo •• (and Ind of Proj.ct Statu.) n •• d to b. 
r.vi.ed to .pecify more cl.arly the .cope of the proj.ct -
that i., the number of in.titution. that are to b •• ff.cted 
and the pr.ci •• chang ••• xpected in .ach during the cour •• of 
the proj.ct, 

• R •• ourc.. .hould be incr •••• d to ~xt.nd the t.chnic.l 
a •• i.tanc. t.am through the .nd of proj.ct .nd to provi~ • 
• uffici.nt .tabilization fund. to m •• t the n •• d. of the 
•• l.cted cor. group. of cooper.tive. (p.rt of the incr •••• in 
.tabiliz.tion fund. .hould com. from a r.programming of fund. 
curr.ntly .armarked for the cr.dit compon.nt, a. credit i. 
not r.ally needed to achi.v. the curr.nt obj.ctiv •• )1 

• Th. implementation -.tyl.- of the proj.ct .hould be modified, 
from the curr.nt role of the PMO a. proj.ct ex.cutor to a 
more participatory .tyl. with the PMO acting primarily in .n 
advi.ory capacity; and 

• Finally, OSAID/Guatemala would n.ed to provide for an on
going monitoring function (probably in the Mi •• ion it •• lf) to 
a •• ur. appropriate u.e of the .tabilization fund. aft.r the 
.nd of the proj.ct. 

Such .n .pproach would permit the proj.ct to r.inforc. the int.rnaliz.tion 
of the b •• ic chang •• introduced in the f.der.tion. and to initiate ch.nge. 
in a cor. group of individual cooperativ ••• 

Whil. thi. would .ati.fy the curr.nt obj.ctiv •• of the proj.ct, it would 
not, in the opinion of the .valuation t.am, con.titut. a ·.ucc ••• ful
proj.ct. In particular, while financial .tabilization and improved 
management procedur •• r.pr ••• nt • n.c •••• ry pr.condition to d.v.loping 
cooper.tiv •• a •• ff.ctiv. rural •• rvic. org.niz.tion., th.y are not a 
.uffici.nt r •• pen •• to the problem. facing •• v.ral of the cooperative 
group.. Mor. i. needed. Moreov.r, the .valu.tion t.am i. conc.rned about 
the ability of •• v.ral of the fed.ration. to (a) .u.tain the improvement. 
initiated by the project, and (b) .xt.nd the proj.ct to a larg.r 8ub •• t of 
th.ir memb.r cooperativ ••• 
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2. OptiOD ~o _xpaacI tb. Icope eel Purpo •• of tJa. Project 

If the Mi •• ion i. int.r •• ted in d.v.loping a -viabl., .ffectiv., and 
.ffici.nt- cooper.~iv. movement in Gu.temala on. th.t i. providing 
.ff.ctiv ••• rvic. d.liv.ry to rur.l pe •• ant. th.n the curr.nt .cope and 
obj.ctiv •• of the proj.ct .r. in.uffici.nt. To me.t th ••• obj.ctiv •• , the 
proj.ct .hould b. red •• iqned to plac. • great.r emph •• i. on 
in.titutionalizing the proc ••••• initi.t.d by the proj.ct t.am and on 
.dd~ ••• ing the und.rlying bu.in ••• d.v.lopm.nt need. of the non-cr.dit union 
cooper.tiv... Thi. impli •• an incr ••• ed .mph •• i. on production, proce •• ing, 
m.rk.ting, input .uppli ••• nd oth.r income-gen.r.ting •• rvic. activitie., as 
w.ll ••• n .xt.ncied time frame. 

In particular, the Ki •• ion .houldl 

• R.vi •• the Proj.ct Purpo •• to clearly includ. viability and 
.u.t.inability •• m.jor obj.ctiv.e; 

• Ixt.nd the planned PACD through at l ••• t the .nd of the first 
fiv.-y.ar .tabiliz.tion cycl. for the cooper.tive. in th. 
program in 1994, 

• Ext.nd .xt.rn.l t.chnic.l a •• i.tanc. through the n.w PACD; 

• Plan funding for the PNO through the new PACO, 

• Incr.... the l.v.l of int.rn.tion.l t.chnic.l ••• i.t.nc. to 
includ ••• rvic •• in production, m.rk.ting, proc ••• ing, .nd 

• Modify the implement.tion -.tyl.- of the proj.ct, from the 
curr.nt role of the PMO •• proj.ct ex.cutor to • more 
p.rticip.tory .tyl. with the PMO acting prim.rily in .n 
.dvi.ory c.p.city. 

Such an .xp.n.ion of the b •• ic purpo •• of the proj.ct would .ignificantly 
.nh.nc. the .u.t.inability of proj.ct ben.fit.. Th •• xt.nd.d tim.-fram. and 
t.chnic.l ••• i.tanc •• ffort would permit the proj.ct to work with a larg.r 
number of cooper.tiv •• and would provide .n adequ.t. b... for r.inforcing 
.nd in.titution.liaing the ch.ng •• introduced by the project. In .ddition, 
.t l ••• t two of the fed.r.tion. -- RD.COVBRA and nD_COM -- are unlik.ly 
to te able to .u.t.in proj.ct-initi.ted ch.ng •• due to the l.ck of an 
adequ.t •• conoaic b.e., reg.rdl ••• of how committed the in.titution •• r. to 
the ch.ng •• , th.y l.ck r •• ourc •• to implement th... nCOAR .1.0 n.ed • 
••• i.tanc. in d.v.loping • r.tion.l bu.in... .tr.tegy to complement 
improvement. in .dmini.tr.tion and financial management. 
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1 • lu..a II:'y 

Potential modific'-'~.ion. ot the current project involve exten.ion. ot time, 
additional re.ource., and an added technical a •• litance component to cover 
agricultural production, proce •• ing, marketing and bu.ine •• development 
activitie.. The implication. ot the.e alternative. are pre.ented in Table 
XI-1, below. 

TABLE XI-l 

IMPLICATIONS OF DECISIONS ON EXTENDING PROJECT 
OR EXPANDING SCOPE OF SERVICES 

..................................................................................... a •••••••••• a •••••• 

110 .. 
¥ 
0' .. .. 
-0 

• -... 
I .. • 1M , .. 

EXTENDED LIFE Of PROJECT 

110 

Stlblllzition Nill not hivi been clr
rled out In III of thl flderltlonl. 

Lf.'ted penetrltlon In tlr.e of nuIbIr 
of cooperltlw PlrtlclPltll'll. 

Would Mt hew Iddr ... ed _jor bulinnl 
vol ... end r ....... praOl_ of the 
non-credit union cooperlelvtSi 

Queltl~ll IUItlinlblllty of resultl. 

Would glw present Inltlltlvt. I chenel 
to becr.e lnetltutlonelfzed. 

Would ILION Ixtenaion of inetltutlonel 
deYel~t end Itlblllzition 'Ir
vic .. to I ·cor .. group of cooperl
tlve. In eech federltlon. 

Would I..,.Oft prabMtillty of IdIlwl,. 
IUItllnlbll resultl for "'Itl", 
ectlvltf ... 

Would not heve addr ... ed _jor bullnna 
vol ... end r ....... praOl_ of the 
non-credlt union cooperltlv.a_ 

WOuld ILION .xtenalon of stlbilizatlon 
progl'. to r_ining federltions. 

Would Plralt inltllting Ictivitil' to 
iddr .. 1 _jor buliMlI volUlli It'd 
reYenUe conltrlintl of non-credit 
union cooperltlv .. 

WOuld not Plrel t suff I c i tnt t i l1li to 
lepleeant new buliMlI initiltivII 

LI.'ted penetrltion i~ tln.a of nunblr 
of cooperativi ~rticiPlti"9. 

Queatl~ll IUltlinability of r.lults. 

Would rlach I Reore" ;roup of cooper.
tiv .. in .lCh federltion. 

WOuld ieprovi chancls for Ichievin; sus' 
tllneDll rllultl. 

WOuld ILION thl project to hlVI an i~
PlCt on thl _jor bulinesl and revl
nue praOl_ of thl non-atriculturll 
cooperat I vtS. 

II reqylred If "rlbuli,..1 cooperltlves 
Irl to be ~rted by thl project. 

II reqylred If lend .arkltl e~t il 
to be IddId to thl project. 

c 

I 

\~ 
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D. AddiDg AdditioDal eoapoD.Dt. 

USAID/Gu.t.m.l. i. curr.ntly •••• ~=inq the fea.ibility of incorpor.tinq two 
.ddition.l .ctiviti •• in the cooper.tiv. St~ength.ninq Proj.ct. On. of 
th ••• i. the provi.ion of t.chnic.l .nd financi.l .upport •• rvic •• to • 
limit.d numb.r of ind.pend.nt cooper.tiv •• th.t are curr.ntly r.c.ivinq 
••• i.t.nc. throuqh the Mi •• ion'. Aqribu.in ••• proj.ct, which i •• chedul.d to 
.nd durinq the fir.t quart.r of 1990. Th •• scond i •• program to financ. 
l.nd .al •• for member. of particip.tinq cooper.tive •• 

1. WorkiDg with _oD-Ped.r.ted Cooper.tiv •• 

The m.jor arqument. in favor of includinq work with non-f.d.rat.d 
cooper.tiv •• in thi. proj.ct .r. that (.) tho.e p.rticular cooperative. need 
continued a •• i.tanc. in production, proce •• inq and mark.tinq aft.r the 
pl.nned conclu.ion of the pr ••• nt Aqribu.in ••• project, and (b) the 
cooper.tive ••• pecially need a •• i.t.nc. in term. of .dmini.tr.tiv •• nd 
financi.l m.n.qement r.form.. Th •••••• umption. will be r.vi.w.d in d.tail 
durinq ••• par.t •• valu.tion of the cooper.tive portion of the Mi •• ion'a 
Agribu.in ••• project th.t will be c.rri.d out in November 1989. 

The major arqument •• q.in.t includinq thi. in the COoper.tive Str.nqtheninq 
Proj.ct are: 

e At the pr •• ent time the .t.ff .nd flnanci.l re.ourc •• of the 
COOperative Str.ngth.ning Project .re overextended, .0 th.t 
the .ddition of other cooper.tive. would further dilute the 
effort. of the project; and 

e The COOperative Str.nqtheninq Pr~j.ct, •• it i. curr.ntly 
de.iqned, i. not able to provide technical ••• i.t.nce in 
area. of primary conc.rn to the particular cooper.tive. 
that i., .gricultur.l production .nd marketing. 

It i. too early to make • concrete r.commend.tion about whether or not to 
provide ••• i.tance to the non-feder.ted cooperative. throuqh thi. project; 
the forthco.ing ev.luation of the .qribu.in... project will focu • 
• pecific.lly on that que.tion. It would not be fea.ible to incorpor.te 
••• i.tance to the independent cooper.tiv •• , however, without .ddinq 
re.ource. to the project. 

2 • Laud co.poDer;.t 

A. point.d out in the -1988 Land Mark.t conc.pt p.per,- .cce •• to and 
owner.hip ot cultivable land i. hiqhly .k.w.d in Guatemala, and i. a 
- • • • c.u.e of rur.l poverty, a con.traint to agricultural production .nd 
development, .nd •• ource of .oci.l friction.- Althouqh previou •• ttempt. 
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.t l.nd r.form h.v. be.n - • • • in.ff.ctiv. in .ll.vi.tinq the problem. and 
h.v. r •• ulted in viol.nc •• nd .oci.l pol.rization,- USAID/Guatemala i. being 
encourag.d to .xpand •• v.ral rec.nt initi.tive. th.t have shown promise. 

In particular, OSAID/Guatemal. i. int.r •• ted in implem.nting a portion of an 
.xp.nded Land Mark.t. .trateqy throuqh the Cooper.tiv. Strengthening 
Proj.ct. Cooperativ •• in Guatem.l~ h.v •• bro.d q.oqr.phic.i ba •• and are 
virtually the only form.l- •• ctor in.titutio'··,f; .cc ••• ibl. to mo.t small 
f.rm.r. and land-poor campe.ino •• 

Th. f ••• ibility of incorpor.ting • Land S.l. c~~it compon.nt in the 
Cooperative str.ngth.ning Proj.ct hing •• more on .dmini.tr.tiv. c.pacity 
(r •• ourc •• /c.pacity) th.n on t.chnic.l f ••• ibility. 

S.v.r.l thing. indic.t. th.t it would b. f ••• ibl. to financ •• t least modest 
amount. of priv.t. land purcha ••• throuqh the cooper.tiv •• y.tem. First, 
th.r. i. • hiqh demand for l.nd purcha.. amonq member. of •• v.r.l of the 
cooper.tiv. fed.r.tion. -- p.rticularly the credit union. and the 
.gricultur.l cooper.tiv ••• ffiliated to rlCOAR and rlDIOOAG. S.cond, 
priv.t. l.nd •• 1. tran •• etion. are occurrinq, .cme of which involve memb.r. 
of rur.l cooper.tiv... Th •• v.lu.tion t.am found numerou •• xampl •• of 
group. th.t h.d .ctu.lly purch •• ed l.nd in private •• 1 •• , and oth.r. that 
were .war. of priv.t. land •• 1. opportuniti •• and were int.r •• ted in 
obt.ining financing to pur.u. the purch.... Third, •• ub.tanti.l portion of 
curr.nt rur.l ·production· loan. i •• pp.rently u •• d by cooper.tiv. memb.r. 
to fin.nc. r.nt.l payment. on land. u.ed for farminq, .lthouqh the exact 
tiqur •• are unknown bec.ua. loan purpo •••• r. not d.t.iled. Pourth, the 
rur.l cooper.tiv •• h ... h.d .xperi.nc. in m.king and r.cov.rinq loan.; .v.n 
thouqh the pa.t r.cord i •• omewh.t .potty, tho curr.nt proj.ct i. focu •• d on 
correctinq pa.t d.tici.nci •• in delinqu.ncy control. Fin.lly, the poor 
credit record ot the cooper.tiv •• notwithstandinq, th.re i. a wide body of 
.xperi.nc. th.t indic.t •• poor tarmer. will p.y oft lo.n. for l.nd. 

Implementing • land •• 1. proqram through the rur.l cooper.tiv •• would h.v. 
on •• dv.nt.g. ov.r QIAID/Gu.tem.l.'. curr.nt ettort through the P.nny 
Pound.tion. Although it i. wid.ly .rgu.d th.t rur.l pe •• ant. will •• crifice 
to make l.nd payment., the P.nny Pound.tion i •• xperi.ncing • problem with 
d.linqu.nci •• bec.u.. tarmer. l.ck production credit and oth.r ••• i.t.nc. 
th.t .llow th .. to .arn .nough to amortize the loan.. Meaber. ot ted.r.t.d 
rur.l cooper.tive •• lr •• dy .r. involved in •• truetur. th.t .upport. 
produetion credit, t.chnic.l ••• i.tanc •• nd m.rk.ting .truetur •• th.t could, 
it judiciou.ly .pplied, d.cr •••• the d.t.ult ri.k inh.r.nt in .uch proqram •• 

Pin.lly, th.r. are • tew v.ry .tronq cooperativ •• th.t could m.n.q •• uch • 
proqram, .nd it would provide them • powerful •• rvic. to ott.r to their 
member.. A land •• 1. proqram would .1.0 qiv. the proj.ct .ddition.l 
l.v.r.q. ov.r the cooper.tiv •• -- H th.y pertorm well in t.rm. ot 
controlling d.linqu.ncy, .dju.ting and .pplying credit polici ••• nd t.kinq 
.trong me •• ur •• to r.c.pit.liz. the In.titution., the project could .dvanc. 
moni.. tor land purch •••• 
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Sev.r.l i •• u.. n •• d to b. .ddr ••• ed in d.t.rmining the form of l.nd •• le 
program th.t .hould be implemented through the cooper.tiv. sy.tam. 

Fir.t, the PMO i •• lr •• dy ov.r.xt.nded. It i. f.lling b.hind on it. current 
oblig.tion. for l.ck of per.onn.l .nd oth.r r •• ourc... Furth.rmor., this 
.v.lu.tion i. r.commending th.t it. curr.nt program be .xp.nd.d to include 
t.chnical .nd other •• rvic... It would not be able to und.rt.k •• land sale 
activity without incr ••• ing r •• ourc •• -- .taff .nd logi.tical. Adding the 
land .ffort would furth.r dilute m.n.gement focus on the cooper.tiv • 
• tr.ngth.ning program. 

S.cond, implem.nting a land purcha •• cr.dit program would require a major 
.hift from r.l.tiv.ly .m.ll, .hort-t.rm, production-ori.nted cr.dit to 
l.rg.r, long-t.rm lo.n.. Such •• hift gr •• tly incr ••••• the d.gr •• of risk 
(liquidity, portfolio .nd •••• t) a •• oci.t.d with the portfolio. 

Third, any l.nd program would n.ed to h.v ••••••• or., • fund 
m.n.g.r./di.bur.ement offic.r, and m.yb •• om •• xt.n.ioni.t.. It i. not 
obvious wh.r. th ••• per.on •• hould b. loc.t.d. Th. PMO i •• tempor.ry 
o£fic., wh.r ••• l.nd purch •••• i •• long-t.rm proc.... Th. individu.l 
cooper.tiv •• could not .hould.r the financi.l co.t. of the per.onn.l. At 
any r.t., pl.cing •• t.ff complement in individu.l cooper.tiv. office. would 
probably not be .n .ffici.nt u •• of r •• ource.. Ev.n pl.cing the technicians 
in the fed.r.tion. would t.nd to duplic.t. par.onn.l .nd might not b • 
• ffici.nt if the lin •• of credit are r.l.tiv.ly .mall. Th. focu. of .ny 
.ffort mu.t be to keep the program emall and non-bur •• ucr.tic. 

Fourth, any amount. th.t could be ch.nn.l.d through the .ystem would solve 
only •• mall p.rt of the problem. A. the -1988 L.nd M.rk.t Conc.pt Paper" 
point.d out, the .ff.ct of $10.0 million inv •• ted to d.t. in the P.nny 
Found.tion Proj.ct on - ••• land di.tribution, .nvironment.l degr.d.tion and 
.oci.l polariz.tion i. minim.l.- Pr.limin.ry •• timat •• indic.t. th.t the 
amount of fund. th.t might be ch.nn.led through the cooper.tiv.. would b. 
much .m.ll.r, r •• ulting in • r.l.tiv.ly minor imp.ct .ff.cting only. small 
.egment of the ..mber.hip of the org.niz.tion •• 

... oure. Iaplic.~ioD. 

Although d.t.iled .tudi •• of l.nd dem.nd .nd .v.ilabillty h.v. not been 
conducted, pr.liminary r •• ult. from two •• p.r.t •• tudi ••• ppear to indic.t. 
th.t pot.nti.l demand gr •• tly .xc •• d. .ny l.v.l of r •• ourc.. th.t might b. 
provided through the proj.ct. Th. numb.r of .t.ff .nd amount of oth.r 
r •• ourc •• required .r. d.pend.nt on the .iz. of the proj.ct to b. financ.d. 

An .It.rn.tiv. might be for A.I.D. to fund. c.ntr.l land •• 1. offic. th.t 
provid •• the t.chnic.l .upport •• rvic •• , with the program .dmini.t.ring only 
• loan portfolio. 
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lu..ary 

Whil. th.r. i. obviou.ly •• trong d.m.nd for l.nd purch... among memb.r. of 
tn. v.riou. cooper.tiv. group., th.r •• re a number ofooi •• u •• th.t n •• d tu be 
r •• olved before .uch • program could b •• ucc ••• ful. At the .am. tim. it 
mu.t be r.cognized th.t the curr.nt proj.ct i. ov.r.xt.nd.d, .nd unlik.ly to 
.chi.v. it. m.jor obj.ctiv.. in the ab •• nc. of • major incr.... in program 
.ctiviti... Initi.ting. land •• 1. compon.nt would .ppe.r to dilute the 
focu. of the proj.ct .nd furth.r reduce the ch.nc. of .chi.ving the proj.ct 
purpo ••• 

If the l.nd •• 1. compon.nt i •• dded to the proj.ctl 

• It .hould be d.v.loped gradu.lly. Th. Mi •• ion .hould 
compl.t. r.view. of the P.nny Found.tion proj.ct .nd .tudy 
the eo.t. Ric •• xperi.nc. with. land b.nk praqram before 
emb.rking on .ny m.jor .ctivity through thi. proj.ct. 

• Th. proj.ct .hould di.cour.g. cooperativ.. from g.tting 
involved in land -d.v.lopment- .ch.m... It .hould .upport 
only priv.t. individu.l or group purch ••••• 

• Any major land •• 1. program .hould h.v •• ome form of guaranty 
or .tabiliz.tion mech.ni.m to prot.ct the cooper.tiv.. from 
.xc ••• iv. ri.k. 

• Any major land •• 1. program .hould h.v. • redi.count 
mechani .. to protect participating cooper.tiv •• from 
liquidity probl .... 

• On. w.y to initi.t •• ctiviti •• might be to h.v ••• v.r.l v.ry 
.trong credit union. come up with. li.t of the name. of, 
•• y, t.n people who want to buy l.nd .nd could be counted ~n 
to r.pay • long-t.rm lo.n for land. Initi.l loan. would be 
l~ited to th.t group. 

• Th. PHD doe. not h.v. the r •• ourc.. to handle the l.nd 
v.luation, .urv.yinq, leg.l •• pect. of land tran •• cjion., 
rural d ... lopment and proj.ct m.n.gement function.5 

... ociated with. l.nd .. 1. program. Any prOCJr .. th.t would 
be ~l ... nted through the fed.ration. would probably h.v. to 
d.pend on anoth.r .ntity for th ••••• rvic ••• 

511988 Land M.rk.t. conc.pt P.ptr., p. 22. 

/" \1P ° 
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3. .u..ary 

The m.jor drive to incorporate the ~Agribu.ine •• • cooper.tiv ••• ~d • land 
sale component .ppe.r. to r •• ult from A.I.D.'. tr.dition.l t.nd.nci •• to: 
(a) ab.ndon project .ffort. b.for. th.y h.v. time to b •• ucc ••• ful; (b) add 
compon.nt. to .xi.ting proj.ct. bec.u.. it i •••• i.~ to g.t a proj.ct 
4mendment th.n it i. to g.t • n.w proj.ct de.ign.d .nd approv.d; and (C) 

attempt to r.duc. the m.nagem.nt burd.n by .xp.nding the numb.r of 
~ctiviti •• und.r •• ingl. proj.ct. Whil. th.r •• r. und.niabl. pr ••• ur •• 
dupporting th ••• t.nd.nci •• , th.y do not n.c ••• arily le.d to good proj.ct 
de.ign, .ff.ctiv. proj.ct implement.tion, or .ucc •••• 

Th. PMO i. ov.rcommitt.d .t thi. time. It. fir.t priority .hould b. to 
.xp.nd the proj.ct to .ddr ••• more compr.h.n.iv.ly the bu.in •••• ctiviti •• 
n.c •••• ry to .tr.ngth.n the viability of the p.rticipating f.d.r.tion. and 
cooperativ... Only if thi. can b. a •• ur.d .hould the program .xpand to 
oth.r .r.a.. Additional r •• ourc •• would b. r.quired to implem.nt .ither 
.ctivity. 

•• Putur. .tnactur. of U. PlIO 

A. mentioned in Ch.pt.r VIII, the curr.nt .tructur. of the PMO w •• dictat.d 
by the need to work from the beginning of the proj.ct with • l.rg. number of 
cooper.tiv. organization.. In .ddition, th.r. w ••• coordination probl.m in 
that th.r. w •• no .ingl. cont.ct with •• ch of the fed.r.tion.. Th. ~t.am~ 
.ppro.ch, with .11 t.chnician. working in .peci.lized ar ••• with •• ch 
fed.r.tion, h.d to be r.pl.ced with individu.l ••• ignment. to .pacific 
fed.r.tion.. .v.n though th •••••• ignment. have been .omewh.t fl.xibl., .nd 
have changed ov.r time, th.r. are ~wo m.jor dr.w-back. to thi •• pproach: 

• Th. t.chnic.l a •• i.t.nc. t.am w.. ..l.ct.d to r.pr ••• nt • 
wid. r.nge of .kill. -- ••• igning individual t.am member. to 
work with .pecific fed.r.tion. me.n. th.t the full rang. of 
.kill. r.pr ••• nted by the t.am i. not .vailabl. to .11 
fed.r.tion.; and 

• Th •• pan of control for the proj.ct dir.ctor i. too gr •• t for 
.ff.ctiv. management. 

The .v.lu.tion t.am beli.v •• that the conc.pt of a team .ppro.ch -- bringing 
• v.ri.ty of .kill. to •• ch fed.r.tion -- i •• v.luable one th.t .hould not 
be lo.t. Th. problem. ot coordin.ting cont.ct. within the fed.r.tion. c.n 
be r •• olved by .ff.ctive t.am m.n.gement t.chniqu... Pinally, if the 
proj.ct i. to be .xp.nd.d, to incorpor.t •• ith.r • new .lement d •• ling with 
t.chnic.l •• rvic •• to the non-fin.nci.l cooper.tiv •• or n.w .ctiviti •• 
involving non-fed.r.ted cooperativ ••• nd l.nd •• 1 •• , the i •• u. of .ff.ctive 
.p.n of control mu.t be r •• olved. 

w. r.comm.nd • new .tructur. for the PMO, b ••• d .t l.a.t in conc.pt on • 
matrix m.n.gement .ppro.ch. Th. PMC would h.v. one .et ot t.chnici.n. who 
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were t.chnic.l .peci.li.t. -- in fin.nc., training, in.titution.l 
d.v.lopment (including .tr.t.gic bu.in ••• planning), .nd t.chnic.l 
agricultural •• rvic... Th ••• t.chnici.n. would b. available to work with 
all of the fed.ration.. Anoth.r .et of t.chnici.n. would be ••• ign.d to 
work dir.ctly with .pecific f.deration.. If at .11 po •• ibl. th.y .hould be 
locat.d, at lea.t for • m.jor portion of th.ir time, in the f.deration 
offic ••• 

Th. fed.r.tion-.pecific t.chnici.n. would h.v •• du.l role in the 
f.d.r.tion.. On the on. hand, th.y would be r •• pon.ibl. for monitoring 
f.d.r.tion compli.nc. with the in.titution.l d.v.lopment and .tabiliz.tion 
.gr.ement.. On the oth.r, th.y would be r •• pon.ibl. for h.lping the 
fed.ration. d.v.lop .nd implement .nnu.l .ction plan.. Th. t.chnician would 
be r •• pon.ibl. for coordin.ting and .cheduling .11 PHO .upport to the 
fed.r.tion, which would includ. pl.nning for training, .tr.tegic planning, 
t.chnical .nd financi.l ••• i.tanc •• 

Th. function-.pecific technician. would .erv. a •• g.n.ral r •• ourc. to the 
feder.tion.. Th.y would be r •• pon.ibl. for a •• i.ting the feder.tion
.pecific t.chnici.n. in d.v.loping tho •••• ction. of the annual work plan. 
that r.lat~ to th.ir function.l .peci.lty. Th.y would .ith.r provide 
.pecialized ••• i.t.nc. dir.ctly to the fed.r.tion., or would b. r •• pon.ibl. 
for id.ntifying .nd coordin.ting .hort-t.rm re.ourc •• to meet pl.n 
obj.ctiv ••• 

Th. fed.r.tion-.pecific t.chnici.n. would r.port to the function-.pecific 
t.chnician. in • matrix r.l.tion.hip1 that i., •• ch would h.v. multiple 
.upe~~i.or •• nd equ.l acc ••• to .ach function.l .peci.li.t. Thi. 
r.l.tion.hip c.n be ... n in Figur. 5 on the pr.ceding p.g.. Th. purpo •• of 
.uch a .tructur. i. to .~.ur. that •• ch fed.r.tion r.c.iv •• a full rang. of 
•• rvic ••• ccording to it. n •• d., whila maint.ining a .pecific contact 
r.lation.hip with the PMO. Th. matrix r.l.tion.hip provid •• the fl.xibility 
.nd dynami.m n.c •••• ry within the org.nization which • tradition.l linear 
heir.rchy could not. It .1.0 .erv •• to r.duc. the dir.ctor' •• pan of 
control, with function-.pecific t.chnici.n. r.porting to him on 
participant.' progr ••• in th.ir .pecific fi.ld. 
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Al'l'aDIJ: & 

1tJI8UUl1' D •• CJlIPTIOK or 'fD 
COOP~IQ IftDO'rBBlfIKO p.~l 

I. Background 

The Cooperative Strengthening Projec~ i. a complex in.titutional development 
effort that target. the federated cooperative IDOvement of Guatemala. The 
purpo.e i. to .trengthen the .ervice delivery and management capabilitie. of 
participating cooperative organization. through a combination of technical 
a •• i.tance, training, policy guidance, and the inve.tment of financial 
re.ource. (credit and recapitalization fund.). The goal i. to lncrea.e 
rural far.. ·'.ly income. and productivity by providing cooperative member. with 
acce •• t~ improved and expanded .ervice. through their organization.. The 
Project hae thr .. primary component., in.titutional development, financial 
.tabilization and recapitalization, and credit. 

The Project i. admini.tered by the National rederation of Saving. and Loan 
Cooperative. (r1NAOOAC) through a Cooperative Agreement with OSAID Guatemala 
.igned on Auqu.t 26, 1986. PBNAOOAC provide. overall policy guidance, 
manage. the project'. financial re.ource., provide. general admini.trative 
.upport, contract. and procure. local .ervice. and commoditie., IDOnitor. 
participant compliance with the term. of the Agreement, and .ubmit. regular 
financial and progre •• report. to the OSAID Mi •• ion. 

Day-to-day implementation of Project activitie. with each of the .Lx 
participating cooperative federation. (.uch a. technical a •• i.tance, 
fea.ibility analy.e., and training) i. effected through a Project Management 
Office (PMO) organized by the PBNACOAC and .taffed by local and expatriate 
technical per.onnel. 

In June, 1987, OSAID/G contracted a con.ortium of cooperative development 
organization. led by the World COuncil of Credit Onion. (WOCCU) to provide 
rlNAOOAC with advi80ry a •• i.tance in Project development. rour expatriate 
advi.or. are currently attached to the PMe under thi. technical a •• i.tance 
contract. In addition, four Guatemalan technician. are working with the PMO 
in providing technical .upport to the participating cooperative federation •• 

lInformation extracted from OSAID/Guatemala document •• 

http:far.-'.ly
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II. Tb. Ia.titutioa.l o. •• lop..at 
eoapoaeat 

Th. in.titution.l dev.lopment component i. an ongoing activity that include • 
• •• rie. ot ev.nt •• nd .ctivitie. d •• ign.d to .trengthen the participating 
in.titution. through training, t.chnical a •• i.t.nc., policy analy.i. and 
r.torm, and .nhancement ot incom.-g.nerating •• rvic. program. (such a. input 
.upply, credit .nd mark.ting ot •• rvice.). Th •• cope ot the intervention. 
and the covenant. agr •• d to by •• ch Project p.rticipant ar. specified in 
form.l P.rticip.tion Agreement. .igned with r!NACOAC, monitor.d and 
ev.lu.ted by the Proj.ct M.n.gemen~ Offic., and r.negotiated on an annual 
ba.i •• 

Th. d.gr •• of in.titution.l dev.lopm.nt v.ri •• among the participating 
cooperative f.der.tion.. Th.ir problem. and opportuniti •• ar. diff.rent, a8 
.r. the n.tur. of th.ir bu.in ••••• , memb.r.hip, geogr.phic location, good., 
•• rvic ••• nd int.rpr.t.tion. of the cooperative t.chnique. Thi. h •• both 
complic.t.d the work .nd required that the in.titutional .trengthening 
program be t.ilored to fit the n •• d •• nd opportuniti •• of .ach cooperative 
.y.tem. 

A. Ia.titutioa.l A ••••• aaat 

Th. initi.l .ctivity with any cooper.tiv. or fed.ration i. an a •• e •• m.nt of 
the .ctu.l or pot.nti.l viabLlity of the particip.ting cooper.tiv •• to 
id.ntity the m.rk.t. in which th.y oper.t.. Th. initi.l •••••• m.nt 
•• ttmat.. the pot.nti.l for growth and .xp.n.ion and d.v.lop. paramet.r. of 
profitability needed to •• tabli.h the pot.nti.l for .u.tainability of the 
.nt.rpri •• from it. own oper.tion •• nd a. p.rt of • fed.r.t.d .y.tem. 

Th... di.gno.tic .tudi.. .r. pr.p.r.d jointly by the PMO t.chnician. .nd the 
.t.ff of int.r •• ted fed.r.tion •• nd th.ir .ffili.t... Th. pot.nti.l 
viability of the .nt.rpri.. i. clo •• ly .xamined and .ttempt. ar. m.d. to 
id.ntify k.y problem. and ar ••• of opportunity, including .ugg •• tion. for 
priority .ction.. Compl.tion of this proc ••• compri ••• the fir.t .t.p of 
proj.ct particip.tion 

B. Probl .. Id.atific.tioa 

Th ••• cond .t.p of the in.titution.l d.v.lopment proc... i. to id.ntify .nd 
d.v.lop • plan to r •• olv. the princif~l problem. or con.traint. th.t inhibit 
the cooper.tiv.. from r •• lizing th.ir pot.ntial .nd •• ti.fying the •• rvic. 
need. of th.ir member-own.r •• 

Onc. the di.gno.tic proc... i. compl.t., concurr.nc. betw •• n the fed.r.tion. 
and the PMO i •• ought on the m.jor problem., i •• u •• , .nd r.m.di.l me •• ur •• 
th.t mu.t be tak.n. Board. of Dir.ctor. mu.t r.tify or .pprov. an out lin. 

http:princi.il
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ot the d.v.lopm.nt program, and agr.ement. on co.t-Iharing and authority for 
action. are negotiated and obtained prior to initiation of activiti ••• 

C. De •• los-.nt Strategy 

Th. d.v.lopment Itrat.qy i. d •• igned to improve cooperative operationl 
through .ffici.ncy and the •• tablilhm.nt of patt.rn., polici •• and attitud •• 
dir.cted at .uch .urvival charact.ri.tic. a. profitability, capitalization, 
admini.trativ. di.ciplin., .taft improvement and member r.lation •• 
Pr.f.r.nc. i. giv.n to cooperative •• rvic •• that produc. regular incom., and 
which n.ith.r compete directly with the gov.rnment nor d.pend h.avily on 
public or oth.r .ub.idi... Although not all-inclu.iv., •• rvic •• lupporting 
agricultur., arti.anry, cottag. and .mall .nt.rpri&., commerce, trad •• and 
prof ••• ion. ar. pr.t.rred. 

D. Pro.,tion and ~raiDiD9 

Th. major purpo ••• ot promotion and training activiti •• carri.d out by the 
PNO ar. to in.till a growth mentality and .liminat. attitud •• of 
di.illu.ionment, tatali .. , withdrawal and d.t.ati.m that have characterized 
rural Guatemalan cooperativ •• in r.c.nt y.ar.. Th. obj.ctiv. i. to chang. 
or modity th ••• attitud." promote id.a •• uch a. growth, •• pan.ion, 
div.r.itication and promotion of memb.r.hipl and train the l.ader.hip and 
management .tatt in the operation of cooperativ •• a. bu. in •••• nt.rpri •••• 

Pr ••• rvation and improvement ot the f.d.rat.d cooperative movement hal b.en 
an important .l.ment ot the Proj.ct implem.ntation .trat.qy. Th. Proj.ct 
only work. the with ba •• -l.v.l cooperativ •• through the f.d.r3t.d Itructur., 
to .n.ur. the wid •• t tmpact and .upport ot the in.titutional d.v.lo~nt 
program. All action. with ba •• -l.v.l cooperativ •• are und.rtak.n by 
agreement with th.ir par.nt ted.ration., and program. that includ. 
activiti •• with both fed.ration. and th.ir attiliat •• ar. empha.ized. 

Th. tinancial compon.nt. ot the Proj.ct (tinancial .tabilization and credit) 
are compl ... ntary to the in.titutional d.v.lopment program. Th.y ar. 
d •• iqn.d to .tr.ngth.D cooperative .y.tem operation. by addr ••• ing the 
movement'. capitalization and r.tinancing n •• d., and h.lping to r •• tor. 
economic activity by providing ted.ration. and th.ir memb.r cooperativ •• 
with an adequate .upply ot fund. tor both .hort-t.rm (production) and 
long-t.rm (inv •• tment) loan •• 
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Th. goal ot the r.c.pitalization/.tabiliz.tion compon.nt i. to rebuild the 
n.t worth lo.t during the la.t t.n y.ar. ot politic.l violence, economic 
di.ruption, natur.l c.lamiti •• , and poor d.ci.ion-m.king. The purpo •• i. to 
d.v.lop innovative .ppro.ch •• to loc.l g.n.r.tion ot both paid-in and 
r.tain.d, capital while .tabilizing .nd .tr.ngth.ning cooperative b.lanc • 
• h .. t •. 

During the de.iqn ot the Cooperative Str.nqth.ning Proj.ct, preliminary 
tinancial .nd in.titution.l .n.ly ••• ot •• v.n n.tion.l cooperative .nd 
cr.dit union ted.r.tion. and •• ampl. of th.ir .ffili.t •• were pr.pared to 
d.t.rmin. the tin.nci.l .itu.tion of the t.d.r.ted cooper.tiv. movem.nt. In 
g.n.ral, th •••• tudi •• indicated that a .iqnificant •• ctor ot the movement 
.utt.r. trom: 

• High loan d.linqu.ncy .nd w.ak cr.dit .dmini.tr.tion; 

• Low profitability and poor operational .nd pric.i.ng policie~·., 

• D.capit.liz.tion due to •••• t 10 •••• , in.dequ.t. r.serving and 
.arning. r.t.ntion polici •• , memb.r withdr.w.l. and debt 
amortization, 

• High l.v.l. of ri.k in the .y.tem due to insutticient lev.l. ot 
r.tain.d .arning. and r ••• rv.. r.l.tiv. to memb.r .hare. and 
liabiliti •• to third parti •• , 

• D.clin •• in member. hip and m.rk.t .iz., 

• Poorly p.id and tr.ined .t.ft and l.ad.r.hip, trequently 
employing only the moat rudim.ntary t.chniqu •• ot tinancial .nd 
operation.l man.gement, .nd 

• Inad.qu.t •• xt.rn.l regul.tion ot cooper.tiv ••• nd credit union. 
oft.n.combined with. l.ck of .ff.ctiv. int.rn.l control •• nd 
fin.nci.l di.ciplin •• 

Th. R.c.pit.liz.tion/rinanci.l stabiliz.tion Compon.nt i. d •• igned to 
.ddr ••• the financi.l problem. through policy modific.tion, training .nd the 
inv •• tment of project re.ource. to r.build net worth. The .pecitic 
obj.ctiv •• for tho .. in.titution. p.rticip.ting in the compon.nt includ.: 

e .xpan.ion of the .conomic.lly ben.ticial oper.tion. ot 
cooper.tiv •• (.uch •• l.nding, input .upply, m.rk.ting and 
di.tribution of member.' output, .nd oth.r tin.nci.l, comm.rci.l 
and production-oriented •• rvic •• ), 

e Incr ••• inq the vol~ of .v.ilabl. r •• ource. in the cooper.tiv • 
• y.tem for lending .nd inv •• tment purpo.e. through mobiliz.tion 
ot per.on.l •• ving. and .h.r. purch •••• by cooper.tiv. member., 

(J)~' 
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e Strenqtheninq the cooper.tive .yetam'. fin.nci.l condition by 
.trenqtheninq b.l.nce .h .. t •• nd e.rninq., 

e Re.toring member depo.itor/.h.reholder confidence in the 
fin.nci.l .oundne •• of their cooper.tive •• nd credit union., 

e Re.torinq lender/public confidence in the credit-worthine •• of 
the cooper.tive .y.tam; 

e I.tabli.hing and m.int.ininq compli.nce with minimum operating 
.tandard. and condition. th.t contribute to the •• fety and 
.oundne •• of cooper.tive and c:rlX!it union operation., .nd 

e rore.talling and/or preventing po •• ible intervention or 
liquidation of delinquent cooper.tive •• nd credit union. by 
INAOOP, BANDISA or other creditor. while .ppropri.te 
.tabiliz.tion program. are b.inq implemented. 

Participation in the Rec.pit.liz.tion/rin.nci.l Stabilization component of 
the project i. to be open to .11 cooper.tive., credit union •• nd federation. 
th.t .qr .. to meet .pecific eliqibility criteria and to implement 
oper.tion.l policie •• ppropri.te to re.olving their p.rticul.r economic .nd 
financi.l difficultie.. Iligibility criteria include: 

e Demon.tr.ted economic potenti.l and fin.nci.l viability during 
initi.l di.qno.tic .tudy, 

e pMO-.pproved .tabilia.tion .nd recovery pl.n (including, but not 
limited to, annu.l oper.ting plan. and budq.t. .nd re.erve 
formation and ,urplu. di.tribution pl.n.), 

e Acceptable delinquency control .y.tem .nd collection. 
procedure., 

e Approved man.gement, 

e Acceptance of external .udit, in.pection, .upervi.ion .nd 
reporting requir ... nt. e.tabli.hed by the Project M.n.gement 
Office to verify both compli.nc~ with the .tabili •• tion plan and 
gener.l performance, 

e Impl~nt.tion of re.li.tic pricing pelieie. de.iqned to cover 
.11 oper.ting, re.erve form.tion and c.pit.l co.t., 

e ridelity bonding, 

e Im~lement.tion of .ound inve.tment, credit .nd •••• t/liability 
m.n.qement policie. and procedure., 
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• P.rticip.tion in on-going ted.r.tion •• rvic •• (in.urance, 
bonding, accounting .y.tem., print shop, .upplies, fertilizer 
.al •• , mark.ting, .tc.); 

• Participation in .11 PMO and t.d.r.tion .upported inatitution.l 
d.v.lopm.nt program. (m.n.gem.nt training, 8pecialized coursea, 
.doption ot r.commend.d managem.nt practic •• , etc.) in 
accordanc. with the .pecific d.v.lopment n .. d. identified in the 
diaqno.tic .tudy; 

• Activ.ly ... k growth, d.v.lopment .nd .xpan.ion opportuniti •• ; 

• Int.r into agr.ement. with oth.r credit in.titution. to monitor 
and, if n.c •••• ry, pr.vent multiple lo.n. to member a which might 
n.g.tiv.ly aff.ct th.ir r.p.ym.nt cap.citY1 

• Int.r into non-di.turb.nc •• greement. with creditor. to 
r •• tructur •• xt.rnal d.bt .nd pr.vent for.clo.ure and 
liquidation actlan., .nd 

• Implement an .ppropri.t. c.pitaliz.tion .y.t.m and reserve 
di.ciplin. to ••• ur •• d.quat. capital growth in balance with 
•••• t .nd liability growth. 

PMO t.chnic.l per.onn.l work clo •• ly with •• ch ted.r.tion .nd it. int.r •• t.d 
affiliato. to und.rtak •• financi.l .nd in.titution.l analy.ia ot th.ir 
oper.tion., di.qno •• k.y problem ar ••• , .nd pr.par •• n appropriate 
d.v.lopment and financi.l .tAbiliz.tion pl.n. Although the PMO ha. the 
fin.l .uthority in d.t.rmining compli.nc. with the d.v.lopment plan, the 
commitment of participating in.titution. to r •• olving th.ir own oper.ting 
problem., applying .ppropriat. fin.nci.l di.ciplin •• and generating local 
capital i. k.y to the compon.nt' •• ucc •••• 

Onc. an organization h •• qualifi.d for .tAbilization aaaiatance, financial 
r •• ourc •• are di~bur.ed •• -ti.d c.pit.l contribution •• - U •• of the 
r.capitalization ••• i.tanc. i •• trictly controlled through legally binding 
contract. th.t .pecify the cov.nant •• nd t.rm. of the inv •• tm.nt. 
R.cipi.nt. of this a •• i.tanc. are required to inv •• t the r •• ourc.. in 
high-yi.lding fin.ncial in.trument. (.uch •• bond •• nd c.rtificat •• of 
d.po.it) off.red by local financ. comp.ni... Th. int.r •• t •• rn.d on th ••• 
inv •• tment. i. th.n ch.nn.led to the perm.n.nt r ••• rv. .ccount. ot the 
participant., thus g.n.r.ting n.w c.pit.l to r •• tor. the par value ot 
member.hip .har •• and the d.pl.ted r ••• rv... Simult.n.ou.ly with the 
inj.ction of the proj.ct'. fin.nci.l r •• ourc •• , the r.cipi.nt. are r.quir.d 
to adopt .ound financial polici •• that contribut. to the r.capitalization 
proce.. .nd th.t furth.r .timul.t. the cr.ation of r ••• rv •• through r.tained 
income. 
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B. Credit 

Th. credit compon.nt i. the fin.l .t.g. in the implementation of the 
Cooper.tiv. Str.ngth.ning Proj.ct. Th. obj.ctiv. i. to r •• tore economic 
.ctivity in rur.l ar.a. of Gu.tem.l. by prov~.1ing fed.r.tion. and th.ir 
memb.r cooperativ •• with an .d.qu.t •• upply o~ fund. for both .hort and 
medium-t.rm l.nding. Th. purpo •• i. to r •• ctiv.t. the •• rvic. capability of 
fed.ration. and memb.r cooperativ •• while a •• uring the u •• of .ff.ctiv. 
credit analy.i. and lo.n admini.tration procedur ••• 

Th. r •• toration of .conomic activity in the rural .r.a. of Gu.temala by 
r.activating the •• rvic. c.pability of feder.tion •• nd member cooperativ •• 
i. clo •• ly linked to their ability to .ffectively mobilize, inve.t and 
recov.r financial re.ourc... Th. PMO i. providing quidanc. to participating 
organization. in all a.pect. of credit policy d •• ign, financial statement 
an.ly.i., budget .nd ca.h flow preparation, and rep.ym.nt capacity analy.i. 
a. the mean. of impl'oving their financial management .kill. and eventu.l 
credit-worthin.... Thi. h •• be.n a .low proce •• , but progre •• i. b.ing 
mad.. Although no credit di.bur.ement. have b •• n mad., many of the 
fed.r.tion •• nd their member cooperative. are •• eking acce •• to the credit 
compon.nt. Qu.lific.tion for .uch acce •• i. d~t.rmined by compliance with 
the following criteria, 

• reder.tion .ffili.tion (if. cooper.tive borrower); 

• Rural member.hip ori.ntation (out.id. Gu.temala City); 

• Cniform .pplication of member.hip due. and c.pitalization 
requir_nt., 

• Credit fin.ncing limit.d to income-generating project •• uch a. 
agricultur.l production, m.rk.ting, .m.ll ent.rpri •• , arti.anry, 
etc. ; 

• Ixi.tenc. of bonding program. for .11 type. of contingenci •• ; 

• Po ••••• ion of PHD-.pproved intern.l .nd ext.rnal audit program.; 

.. Adoption and u •• of oper.ting .nd financial polici •• that 
contribut. to the economic viability of the in.titution; and, 

• Activ. participation in the In.titution.l D.v.lopm.nt component 
of the proj.ct a. d.termined n.ce •• ary by the initial diagno.tic 
....... nt. 

When • federation or cooperative affiliate has demon.trated compliance with 
th ••• gen.r.l crit.ria, a more in-d.pth review of the in.titution' • 
• tr.ngth. and we.kn..... i. conducted by the PMO technical per.onnel to 
d.t.rmin. the credit-worthin ••• of the applic.nt for r.c.iving n.w fund •• 
Th. k.y .re ••• n.lyzed includ.: 
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• CUrr.nt tinancial conditionJ 

• N.t .arning. and r.paym.nt capacity; 

• ca.h tlow capacity; 

• Collateral guarant ••• availabl., .uch a. mortgag •• , chatt.l., 
and per.onal .ignatur. guarant ••• ; 

• CUrr.nt loan program., t.rm. and condition.; 

• CUrr.nt credit-ori.nted polici •• and procedur •• ; 

• Capitalization polici •• ; 

• D.linqu.ncy control polici •• and proc.dur •• a •• ociat.d with the 
r.porting, monitoring, and r •• olution ot probl.m.; 

• CUrr.nt .tatu. ot loan. in tor.clo.ur. and/or liquidation and 
•• timated loan 10 •••• ; and 

• Quality and pr.paration ot the prot ••• ional .tatt. 
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8C11&DUL8 or waH 

Cooperative Strengthening Project Evaluation 

e rir.t team member arrived 
e Team leader arrived 
e Clarification of project objective. 
e Review of background documentation 
e Preliminary development of .tudy methodology and 

plan 

e Completion of .tudy de.iqn 
e Interview. with USAID/G Staff 
e Interview. with PHO .taff 
e Interview. with PENACOAC in it. role a. grantee and 

project admini.trator 
e courte.y vi. it. to rederation. to explain purpo.e, 

.pecify data reque.t, .chedule vi.it. and 
appointment. 

e Te .. review of proqre •• , .ummary of finding. to 
date, modification of de.iqn and .urvey in.trument •• 

e Third te .. .amber arrived 
e Interview. conducted in federation. located in 

Guat .. la City 
e Vi. it. and appointment. with .elect cooperative. 

arranged 

e Team review of progre •• to date, eummary of 
finding., and needed modification. to de.ign and 
data collection in.trument. 

e Interview. conducted in individual cooperative. 
e Interview. conducted in federation. located out.ide 

of Quat ... la City 
e Interview. conducted in non-participating 

cooperative. and federation • 
• rederation and cooperative data compiled 

e Te .. review of finding. and conclu.ion. 
e Specification of writing a •• ignment. 

e out.tanding data collection and analy.i. completed 
e Draft preliminary report prepared 

e Debriefing with PHO in the morning 
e Debriefing with Hi •• ion in the afternoon 

I 



October 14-17 

October 25 

November 15 
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e Preliminary report finalized and printed 
e Evaluation team departed Guatemala 

e Mi •• ion/PMO comment. on preliminary report submitted 

e Final Report produced and copie. delivered to 
USAID/Guatemala. 
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AIIIID D 

GLOSSARY 

Agricultural Cooperative Development International 

u.s. Agency for International Development 

Federacion de Cooperativa. de Produccion Arte.anal 
(Federation of Arti.an Cooperative.) 

Banco de Oe.arrollo Agricola (National Agricultural 
Development Bank) 

Banco de la Vivienda (National Bou.ing Bank) 

Cooperative Development Organization 

Central de B.tudio. Cooperativo. 

Confederacion Lationamericana de Cooperativa. de Ahorro y 
Credito (Latin American Credit Onion Confederation) 

Confederacion de Federacione. de Cooperativa. Confederation 
of Cooperative rederation.) 

Credit Union 

Credit Onion National A •• ociation (of the U.S.A.) 

"~nd of project Statu.": the condition. that .ignal that 
'.;.he purpo.e of a project ha. been achieved 

Federacion de Cooperativa. Agricola. Regionale. (rederation 
of Regional Agricultural Cooperative.) 

rederacion de Cooperativa. para Mercadec y Servicio. Vario. 
-1:1 Quetzal- (rederation of Agricultural Marketing and 
Service COoperative.) 

rederacion Guatemalteca de COoperativa. de Con.umo 
(rederation of COn.umer COoperative. of Guatemala) 

rederacion de Cooperativa. Agricolaa de Guatemala 
(Federation of Agricultural Cooperative. of Guatemala) 

Federacion de Cooperativa. de Cafe de Guatemala (Coffee 
Cooperative. rederation of Guatemala) 



rBCECOVIRA 

FECEPESCA 

FENACOAC 

FENACOVI 

rIASA 

rHO 

INACOP 

INGBCOP 

INTA 

NCBA 

prc 

PIC 

PHO 

PP 

PVO 

sococrn 

USAID 

WOCctJ 
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rederacion de COOperativa. de la. Verapace. (rederation of 
Cooperative. of the Verapaz Region) 

rederacion de Cooperativa. de Pe.quera. del Pacifico 
(rederation of ri.hing Cooperative.) 

rederacion Nacional de Cooperativa. de Ahorro y Credito, 
(National Credit Union rederation of Guatemal.) 

rederacion Nacional de COOperativa. de Vivienda y Servicio. 
Vario. (National rederation of Bou.ing Cooperative.) 

rinanciera Indu.trial y Agricola, S.A. (a local, private 
finance company) 

Fund. Management Unit 

In.tituto Nacional de Cooperativa. (National Cooperative 
In.titute) 

In.pector General de Cooperativa. (Government regulatory 
agency for cooperative.) 

In.tituto "acional de Tran.formaci6n Agraria 

National COOperative Bu.in.w. A •• ociation (formerly the 
COOperative League of the USA, CLOSA) 

Proyecto rortalec~iento cooperativo (Cooperative 
Strengthening Project) 

Project Identification Document (an internal A.I.D. 
document) 

Project Management Office 

Project Paper (an internal A.I.D. document) 

Private Voluntary Agency 

Sociedad de cooperacion para el De.arrollo Internacional (a 
canadian develo~nt agency) 

COuntry-level office of the 0.5. Agency for International 
Development, al.o called a Mi •• ion 

World COuncil of Credit Onion. 
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