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I. IMTODUCTION 

This report presents the findings, conclusions and reconunendations of
 

an assessment cari-ed out in Octobar 1977 of the USAID funded Crit.
 

Union project in Paraguay (AID Project Number 526-0101). The project 

is designed to establish a viable central cooperative institution 

(CREDICOOP) and a number of viable member credit unions. These 

institutions are to provide savings and credit facilities to the pro

ject target group, small farmers, to enable them to raise their net
 

family income by 50 percent over a five-year period.
 

A. ASSES.',,T PURPOSES 

Two principal purposes were intended to be realized by this assess

ment. The first focused on the assessme-nt of project pro; ess, using 

the existing design indicators as the objectve criteria. Th_ second 

.
purpose was to analyze the instit"ticnal 0.. ii... at h The 

national and primar, evels -o ie',.; :otonti:al for-reasivL7rCVe

ment in project design ,nd!or i .r:2eitation. 

The first purnose relates to thA-.:!ic. ! f-.e;.,rk, using thie 

indicators of nittsuTuts, . n"cthe Ln 

existing project .ocue-.ntationto assess . cct.mari,.c;r.ss.e 

sons between actual ard rojected f res ...... ' 

- '
and out-Ut. ind.licators; for purose an oastat :.ts , n estLra

tion of the progress achieved to ,ards t.e-fr acttinin',c
 

objectives was 7hde.
Tris. ar: of t-e a seSS...onz cCnsztu5.tes the 

formal assessment of prog.ress rcport as re,,uired-. for AD evaluation 

purposes (See Chapter II). 

Two affiliates of CREDICOOP are agricultural cooperatives. 
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It was deemed worthwhile to go beyond the logicaF. framework 

approach, however, to develop additional information on existing 

institutional capabilities. The project purposes call for finan

cial and technical viability at both levels; using an -nalytical 

r.ethodology developed by CUNI\ Global Projects, more precise es

timates can be prepared related to eventual attaimuent of these 

purposes. This analysis is presented in Chapters III, IV, and V. 

B. PROJECT PACKGRCUND 

Initial activity for this project began ith a feasibiliti study 

conducted by CUNA in late 1963. Tlhe study results indicated the 

potential of decvlopi.ng a 1 r .... c-,uc.... 


through the use of creiCt Uni4 "!" " -..d in 

Latin Au-2rica by CUNA. AvThA advisor ;:-is c!iocc in Paraciy in 

March 1970. At Lhat tine credit untcn ms ,uite ii:.v'ty!i_!ted.-. 

Some credit unicns had >een h .'vh 7.."C ia so

ciation to r'Cres s"oe 'ndassist, d:e":I" . tncerain, 

The developnent plan , e, ... at .or AD three

phase program. The Lnitial :'roe fcurex o, :== -' of a 

specified n of cr... cs the0:ber in 7ua1.crras, 

encouraging sn-all "cam-s tca r..

muM level of ,-nbers-iD and sa"n, tp, credit umic- -nuld be. eli

gible for loans from l_, Xaticn-ai Dve.--.not !a.nk. 

The second phase called for the for ation of a national association 

http:decvlopi.ng
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of credit unions. With 16 credit unions as charter members, CRIDI-

COOP ias formed inOctober 1973, and received its charter inMlay 1974. 

The third and current phase of the project is designed to enable the 

credit union system to become financially and technically self

sufficient, obviating the need for additional external assistance. 

This phase -is scheduled to be completed by June 19S0. ',ne of the 

principal mechanisms used to attain this objective v,-as a soft loan of 

$3 million from AID to CREDICCCP to be used for agricailtural credit. 

It is assumed that the inccme generatec from the baa will en:;ble CIED

--ICOOP to reach financial self-sufficiency hin fe vars. A loan 

agreement as signed in June 1975. is areezat i.:Iu/j. f:lim? 

for UNIPACO, a separate cccailc.enar' lr'-etia. instituticn, as ,.l1 

as for CREDICOOP. Shortl'" after the si:ni.; 'of the loan ,1;ree:S:;nt, 

UNIPACU as found to have serious financial Droblen:s. As a re-ult, 

the original lcan agrecmwn: was wimurawn by AID i' :ve:tbev 1975. 

Subsequently, CflCCC reoraized itsedf as a r: urr-:e comern

tive central with its oFn m-rketing denartzment, in ?caah r !976, an 

amendment to the loan was ;il::{&d re.o;:iinU:k]CCCP IS-ee:nents
 

implementino insttutici for
" 	 'th cria:'i .a...i" ut
 

without providing the $1.7 mrilicn that had been previcudzly desi2natd 

for the markethig c=:merative. 

C. 	 ASSESSMEN ME71bZIOLOGY 

1. 	 Design 

Although this project was initiated in 1970, only the third or 

current phase of the project has been assessed by this study. 
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That phase approxilrately coincides with the preparation of the 

first CAP paper in June 1974. The approach taken was intended 

to make the study more manageable, and since a number of previous 

evaluatio~ns had already assessed earlier performance, it ,as not 

deemed necessary to assess project performance prior to 1974.
 

To measure project progress, tvo principal -... . used as 

basic sources, i.e., the rvA~d QXP paper of .... r 1971 for te 

years ending June 1975 and 1976, and 1Ah, n,:-,rjcsc . on

tained in a..dment t -zeLea \ :.97...., forthe . 

subsequent years. Tse ... . .. 

and the subsocuent aT t- A.7raalAD ican<., . 

projections which in encral revisc-d the crigiaa:-,a!1 ,, ec-ic,

downwards 

To assess institutional ca:abilitics, a prccess analysis approach 

develced and uti~iel "": .... .,cbai1 C" S ' j,pr Lus s-L c S , 

w.as ursed. .... sties, 

have been i.:n' -. , . at rccesses 

constitutes c ,:: ! ,. .. "' ,. . -< - - - -'":r.t 

vices or actN',"c, .' '.:vnrir;;.:r I6. .... rccss,
 

a stace ,rent of :ria" :.rfcr-.ce :a.... 7anp. :,7
 

actual .e,:, r r-n.:e :?.l. . .. .:
J;7" .:" :,,.. n, 2rzoew-e

requiring v---...nt can s1-i1 - - w asif:.--;-.';-.l 

the fac:or(s) ::using t:e . mis a:h i: aso appc

able at the prLmar:.- ":.... ca. ,.abil, at both levels ws 

examined using these criteria. 

http:rfcr-.ce


The approach originally intended to be used to analyze financial 

viability proved to be unworkable in the Paraguayan context. This 

methodology, again developed and utilized by CLU Global Projects 

for similar studies, applies regression analysis to previous years
 

financial data to derive algebraic expressions that can be projectd, 

using a prograob .ecalculator, to estimate the break-even point 

of the instituticn. Hou,,ever, the existing madel d Os not r 10" for 

the inclusion of sole variables pertinent to CPRE ICYDP. Therefore, 

an alternative approach was devised, i.e. a re-ex.:unaticn of assUrrp

tions and data used to prepare the .er'ticn! i-inanial rcjcto s 

as contained in the dlen report. h--ecit:ic Ine-.

assumptions or esttrjtin cc'T .... ' ... 1-- l na 
• T 

as ""m ,)n>A. 

tions update the Allen nroiections, and .p....nh , re accurately 

project CPED3P's futui-e financial status. 

revised set of projOctions, nreserti t "rojc,-

Since itwas i.ossible to visit all. affiliated credit Lmions,
 

inforr.ration at the priamary level .,as obtained aiariiy through 

visits to a sp.)le of 12 cre'i. unions, nine n.:ral and1 three urban. 

To obtain "airlvcross- ............... sofa gocd 

develc=ment, all arti'i,t credit unions ";... clasii:,". as eithcer 

well developed, .. diun, or :,-'Crly cieve- ... . ."', rc each class

ification were zosen at r=ndcm for rural credit 'nicn, one from 

each for urban credit ztons. 

2. Implementation
 

A key feature of this assessment has been the hezvy involvemcnt c rearly 
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all project participants in all aspects of the study. Tle results, 

therefore, are those of a joint evaluation and do not reflect the 

views of just one organization. From assessment design to final 

report preparation, all major project participants have had an 

pportunity to make their input. Playing major roles in the study 

have been the staff and leadership of CRED.)CCCOP, USiMD/-araouay ,
 

CUNVParaguay, and CUNA Global Proj 
 zcts, in;tcn. Also involved 

were representatives c7 -."e .i in>jt"-or s 

of Cooperatives .\..;risur:t.mnic"'. S.rx1 N.ational&gF.'ce,the 


Development Fank,n ,!ad tL"IkC.
 

The evaluation Josig.' mds Thh-cdolcgy 'was prepared n July 1977 

by Cfo Gob:l .:ro,..s 'shin;::n for reviea';nd cc..-ent by the 

three ot.her ra,., ".is h used s the-- 'aa... 


framework "c : '.... "'i h ..i. . 

ag-reeld toagrby..edall,[o r ...f-.. .. .... , . . . :: :" r'z. ... . . .the 

proceeded. Pieidork .:ucn.:to: "'-t"o tao...... . .: ber 

17 to Ncve.bher , ) _. -- , rst ''c. '-at!-n and 

statistics -,eret .r... at VP"-?fr' . .c.....:" r_ c3rd3 

as well in 'ith staff oard .- ers. Th, d..ssessas keV.r'xs 

fl'.tr tCL1 U,-sdCn taO ta by 

design indi.:at-rs , , ..css,fU.C t1I ana 4 n fiZx1-. 

cial analysis. 

Field visits to th, cr iiz' ions wre ....: . uring th second 

week of the stud',-. :nter'iews were cwith c-7...it Union'

staff, bcard and cc.-nirtce -e r, and "iha sx-rlc c:' armer 
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members. The latter provided some information on the effect 

of the program upon their productivity and income, and what 

services the credit unions were providing that had proved 

useful. Additional information on farmer produc

tivity and income was obtained from AID surveys of small farmers 

carried out in 1972 and 1977.
 

The third week consisted of completion of the info,-r.a.ticn collection 

activities at CREDICOOP as well as discussions cf ,r o1iinn r a find

ings and issues. All project par-zi4,i-n; p ,rc n.. 

the discussions. ',Wher differcns..... M o clarify 

the differences and reach a cor.';e-ous s,'au;"rs:.. areas, 

however, legitimate differenzes o oninie ,c:nain.I. Te report 

format allows for those fe,-notcd. o 

A draft report was " C jo inrnar,-,- J-" Cc,-aI ; c.tS Feb=-arY 

1978 for revie,, bv CThCC ' : '' r Tis finalV)1 .a--.,. 

report incorporates the :.nto and ciarifi ziticrs of that review. 

D. REPORT FORMAT 

In Chapter I!, project performance is discLssed vis-a-'is the current 
project design. In Chapters III, IV, and V :he. finaia a., te-~nical 

viability of CREDICCO P an. the priL.ar lovel instittion5, reseely, 

are discussed us ing the a, NA Global P-rojects an-l t-.I:ic thodoIqgy 

described above. 
 These chanters provide additional inforntion related 

to ahe eventual attainment of the project 'rpose. in Ch terI a!itional 
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analysis and some tentative conclusions are presented concerning
 

the project impact on sM!l farmers. This area also requires 

special attention, since,as the project goal, it is the ultimate 

measure of project performance. 

The report focus reflects that of the entire study, i.e., oriented 

towards the future rather than the past. Problems and shortccmings 

are identified and discussed so they -ay be r Solvcd, not to find 

fault. Hopefully, similar proble.as can 1e at i12d ic. th.- future or 

in other projects, if!r7they icU::ua,." 1ii,. K':eti. If2 

successf ul, t-e ;issess.-ent Th:ui *3 nstit-Ir-r -- u Lu .x e 

-for all participants, enobli:; e: '.h to more :ffctively ,scharge 

his responsibilities.
 

http:proble.as
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II. 	PROGRESS BASED ON PROJECT DESIGN
 

The following describes the progress made by the project in terms of
 

the existing lesign indicators. The AID logical framework used to
 

design and evaluate projects consists of four principal co'.onents: 

inputs, outputs, purpose, and goal. If properly designed, there
 

should exist definitive linkages among these coqmonents, such that
 

if the inputs are provided as indicated, the outputs should be real

ized, which in turn shculd lead to achi,2ve:ent of the project pur

pose, which likewise should result in altrairu-n1t o; t-e project 

goal. Problems may arise, eilthver,-,ertner >CiS Jsi-n. logic 

is inadequate, e.g., the linkages arc tcenuzus, or :hc Ue:-i!n izole

mentation is faulty, e.g., the inmuts ar C-oVed too te. Through 

discussion of each of the ,roject c-~oonenPs cae can ao......orssess 

the effectiveness of ialer'ntation and t*e adeaua-, of the esn..-

A. 	INThrSs
 

.s shown in the following listing, a total of 16 in-ts are inzluded 

in this project. They i nclude AI ]rant ..... . :.r . . :ohnicians 

training, equirzment an su,.lies, -is-i_. cst5, i. dd.tion 

to the $3 million loarn. 7-e Miist- of .ATicuiturC and the ' o 

Development Ban- 2erscnr.eln"ovie d other cvo to -T",C"C? and 

the project. Ta: exemotIios are n " ',n... orfc.-ayD.... 	 Paraguay. 

U.S. 	 Peace Corpus prcvides a rnzther of ....... e-".
 

Nearly all inputs have b.,een providedu, as .ri.ialy scdheduled. The 

key 	exception, of course, was the delay in receiving the AID loan witich
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resulted in an extension of the project for an additional year,
 

including AMD grant support. The accelerated disbursement of
 

the loan, resulting from its use to finance marketing, may signify
 

that the loan will be completely disbursed long before the end of 

the project. CREDICCOP staff estimates that additional capital 

will be required in approximately two years to finance the expanded 

marketing activity.
 

AID budget support has been provided as costs are inc.:rm d. All 

allocations haave been cc:operely , cd e(cept far tho.e :.,' ,eptions 

hoted in the listing. :.., r: :+:.au 1,_il r:. ta ->ove 

the delinquencv siwaci--,c-.i. 

and the po:ive n ''.,.;rn. ?-t> '.e :':.:.... .. co 

satisfactory rsurts,-i-l, Jil i:..-ar; 7 -':,: 

resolved. AID's .i n;is .;

lustrated b he ;- -rants-n.+e ta C2 CP' s .. e:-,'e {:: -. 7..,-e 

somre working capital :tile the A.7D loan ,e-iat-ions -e.._ 2-n; ,orwed 

out. 

The Department of Ccoperatives has recentli reduced the ?recessing
 
time required to grant legal status to pre -cc-=,,-ra t , ;)ar 

reflection of the "a..a.. c- ainai.- n ... nee. C. 
It is i -: "i situationc-,,,1t.:-It is currentl-" rrcviiing'assisan~ce ith reso:oc, f... siu.io 

in a ntzL,,er of sericus>v, ,."! : cu c-c+ala,:es.. c 

The technical assistance oroided bv the A +cUlt'-al ExtenSion ric 



has not been consistent, some of the indicated activities have
 

not been accomplished, and the overall effectiveness has been
 

questioned (see IV.B.). Ithas, however, provided effective
 

assistance to CREDICOOP via seconded personnel.
 

The loans provided by the National Development Bank will in the 

future be directed towards cotton and tobacco production only.
 

The Bank provides both cash and supplies in its loan package; 

however, there has been some contention by s-m'l fao'a.ers thrit the 

supplies provided are obsolete, such that farmers are reluctant 

to use them and/or the results obtained are less than satisfactory.
 

Peace Corps Volunteers have been used prLmarily as auditors and
 

promotors.
 

One input mentioned during the field study that could prove useful 
was a short-term consultant on marketing. TechniCal asistance to 

CREDICOOP has been unavailable in this area, and 7iivun :>e increas

ing significance and the inherent ccr cexitic in tni rca, such 

assistance see.ts cntirely*appropriate. in additio,, -.n croject 

paper mentions consultant services to coniuct at 
least one feasi

bility study re: agro-industrial inves-nnents.
 

The new project paper estimates the cOncinILoCo of the same types 

of inputs. Except for the marketin- consultant noted above, we 

see no need to reconend any additional inputs. 



• 	 . 
LISING OF PP.WECT INtITS' 

1. 	 AID Grant/Technical Assistance:ll 
The current Program Director/TFhiance Advisor, George lfhanka,wis 
installed in June 1974, mid has provid.ed. assistance to CREDICOOP 
in all areas. The Credit Advisor, Richard Leigh, was installed
 
in August 1976, and has provided assistanc' at both the coopera
tive and CREDICOOP level, particularly in accounting. A previous

Credit Advisor, Pedro Perez, provided assistance from August 197S
 
to June 1976.
 

2. 	 AID Grant/Participant Training:
(Included in Input No.4) 	 3" 

3. 	 AID Grazit/Commodities:
From FY 75 to FY 77 a total of $66,000 had been scheduled and received
 
for office supplies and equipment for new credit unions, vehicles for
 
advisors and counterpart staff, agricultural implements and equipment,,
 
etc. However, only $2,500 of the FY 77 amount of $55,000 has been dis
bursed; a dispute over import duties isholding up disbursement of the I 
remainder. Inaddition, about $20,000 in equipment and materials have
 
been donated to CREDICOOP from the'now defunct PACTA program.
 

4. AID Grant/Other Costs: 
From FY 75 to FY 77 a total of $332,000 had been scheduled and received 
towards a Revolving Fund for: a) salaries of CREDICOOP staff, b) local 
training, c) printing, d) office rent and utilities, e) vehicle mainte- 
nance, f) local transportation and per diem, and g) a revolving
fund for loans to credit unions for covering adm inistrative 
costs.
 

5. AID Grant/Other Costs-

For FY 76 and FY 77 a total of $30,000 had been scheduled and received
 
for 	education and training as part of a two-year managaxnt upgrading 
program.
 

6. AID Grant/Other Costs: 
For FY 76 and FY 77 a total S7,000 had been scheduled and received for 
a positive incentive program to i-prove the loan recuperation rate. 
Last year's allocation was due to be disbursed to the credit unions in 
December. 

7. 	AID Grant/Other Costs:
 
For FY 76 and FY 77 a total of $140,000 had been scheduled and received
 
for additions to CREDICOOP reserves to be used for crop lien advances
 
and crop production loans by member credit unions.
 

, /! 4 

http:provid.ed
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8. AID Loan: 
A total of $459,902 was scheduled to be disbursed by June 1977.
 
However, CREDICOOP had received $1,469,969 by September 1977.
 
The accelerated disbursement resulted from the need for additional 
funds to finance the marketing activity during the past agricul
tural year. Two-thirds of the loan disbursed was for marketing, 
only one-third for production. 

9. Department of Cooperatives was to provide: a) expeditious processing of
 
applications of pre-cooperatives for legal status (average proces
sing time, 5 1/4 months), b) monitoring of legal comnliance (per
formance unlornm). 

10. 	 Ministry of Agriculture/AricultuJral Extension Scnricea to provide 
local technicians to: a) assisc credit unions prepare and: Lo-l'CMnt 
annual agricultural credit plans b) a;sist C OP organ(not done), WDI 
ize training courses for farmers (done), and _') assist with te::e.sration 
plots (not done). 

11. 	 Ministry of Agriculture was to provide to CREDICCCP: 

Scheduled 	 Actual 

FY 75 - 2 extension specialists 	 1 exteS.-icn snecializt 
1 cooperative specialist 1 ceoperaiVe sp,'cialist 

FY 76 - 2 extension specialists 1 extension specialist 
FY 77 - 1 extension sp ecialist 1 exteasicn :peciaiist 

12. 	 National DeveloBent "ank was to nrovide credit to ,,:z! acorerativ's to 
meet loan dem-a not by CPRDICOOP:, ':ed 

FY 75 - 3!,190,000 
FY 76 - S!,190,000 
F 77 - 3 790,00 (cotton and tobacco only) 

. " Exact figures unaaiable. :t is believethat t ank- a .rcidedloans 
approxirtey equal to tffese figures. 

13. 	 National w- to fu!-tive -aricult-ralD"velca,"ent ,as dro'ice fina:11iai 

credit advisor to CRLDIC2lP and itc m-.ber ccoeratives (done).
 

14. 	 National Develop:-ent 7ank was to provide services to ac..nister AID loan 
(perfcrcn.ce L,-con). 

15. 	 The Governnent cf Paraguay was to provide exe-ptiOns ftro L.T.ort and export, 
taxes (done). 

16. Peace Corps was to prcvide Volunteers to assist in: a) almi.'nistration, 
b) development of educat.onal prograns, c) auditing, and d) prc-_ticn of 
new cooperatives. 

Scheduled Actual 
tY' 75 -- T 7 

FY 76- 8 7 
FY 77 - 9 9 

http:perfcrcn.ce
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B. CUTPUrS 

The project outputs as compiled for this assessment are shown in the 

following table, indicating both projected and actual figures. Note 

that a number of sources have been used to coirile this listing; the
 

main sources are the CAP paper of November 1974, which is used as the 

source for the first t'o years of the project, and the Allen projections 

used for subsequent years. As noted in Chanter r,because of the UNIPACO 

problem and the AID loan delay, the C.V projecticns haLd to be 7Cdified 

to reflect the changed For =S" :xlrt the .\1 Doj"j'otles:conditions. the ,,2:.{.-~~~ "' .le ....,"th.o1 " 

are a bit more conservative than the CAP pr-ojectioan:s. ,-:e, ... the cricus 

delinquency situation in several credit unions indi", t.at,nc. th- or i-inal 

projections on farmer members, bormowers, savLngs and 1Jar, .. could not 

be realized. 

Our analysis of the output indicators shows that the project is just about 

on target for most indicators. For ,x.-.. as of June 1.77, the roicted 

number of affiliated credit .- ons was .ctal39. the the33, '..as 2'.' ei of 
_
are ....- o... 1r-.thof ,project, there 56 c-edit ,ni. ui e.. affili-7 te

about 4 oer year. rfe,-- .... ali_','This C2DCC'S r <... 

forming only those credit unions that are adv to h, ,+ .. in; t-.: 

number within the caoabilit.-es, and staff si_-e HC UC. ' h.t.le. 

Most of the projected grcwt]-, in *.qershio: a- is ex....d tosangs cc .e 

from the existing credit unicns. 
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TABLE 2 

PROJECT MUMT 

6/75 6/76 6/77 6/78 6/81 

A. RURAL CREDIT UNION 

1. Number 
Projected 
Actual 

15 
21 

21 
23 

24 
26 

27 38 

2. Membership 
Projected 
Actual 

5,543 
6,369 

6,725 
6,577 

8,250 
8,016 

10,500 19,060 

3. Share Capital ($ 000) 
Projected 
Actual 

7) 
433 

7) 
508 

591 
810 

5) 
900 1,619 

4. Loan Volume ($ 000) 
Projected 
Actual 

1,o45 
1,550 

1,624 
1,094 

1,263 
2,063 

2,01 7,526 

5. Agricultural Loan Volume ($ 000)
Projected 

Actual 

995 

1,377 1,000 

1,000 

l,605 

O,5402,0005) 7,060 

6. Number Farm Borrowers 
Projected 
Actual 

3,033 
3,150 

4,125' 
2,000 

2,000 
2,0005' 

3,050 9,000 

7. Number Hectares Financed 
Projected 
Actual 

7,963 
11,016 

11,757 
7,600 

7,600 
8,2455) 

12,505 44,125 

B. UP3AN CREDIT UNION 

1. Number 
Projected 
Actual 

12 
11 

15 
10 

14 
13 

15 18 

2. Membership 
Projected 
Actual 

6,800 
4,878 

8,3008 
L,6878 

5,600 
5,536 

6,680 10,340 

3. Share Capital ($ 000) 
Projected 
Actual 

505 
448 

597 
541 

57 
816 

4)06) 
80 1,3C36) 

4. Loan Volume ($ 000) 
Projected 
Actual 

758 
644 

895 
768 

857 
937 

981 1,471 
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6/T5 61T6 6/7T 6/78 

C. CREDICOOP
 

1. Affiliated Credit Union 
Projected 27 36 38 42 
Actual 32 33 39 

2. Percentage of Bad Debt
 
Projected 0 .5 1.0 1.0 
Actual 0 0 0 

3. Net Income ($ 000) 
Projected (97) (124) (1l)6) (83) 
Actual (December) (94) (128) (104)°' 

4. Volume Crops Marketed
 
Tons
 
Projected 7,0004)
 

Actual 4,034
 

Value ($ 000)
 
Projected 1,a11h) 1,h005) 

Actual 1,759
 

5. Number Trained Administrators
 
(Cooperatives 	and CRM-ICOOP)
 
Proj ected 2004)
 
Actual 262 330 281
 

6. Affiliate Savings in CR!CCCP ($ C00)
 
Projected T5 106 
Actual 8T 

1) Projected figures for 1375 and 1976 are frcm the November ! . 7!: .; et-t where 
indicated. 

2) Proected figures for 1977, 1973, and .981 are frc= the A-'len 7%!t -- i a except 
where indicated. 

3) Pro-Ag 2/2h/76 

4) Pro-Ag 12/30/76 

5) Project Paper 10/20/77 

6) Draft Project Paper 6/30/77 

7) CAP ProJ ectios invalid 

8) includes only members of CREDICOCP. Previous years included mcn---bers. 

6/81
 

56
 

1.0 

26
 

7,0005)
 

500
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As shown, membezship in both rural and urban credit unions is just 

about equal to the projected figures. Tie projected growth in mem

bership of rural credit unions is about twice that of urban credit
 

unions, in part a result of CREDICOP's emphasis on this sector and
 

also the increased availability of credit to rural credit union mem

bers from the AID loan. We note that the projected gro,-th for each 

rural credit union is about 85 members per year, a ..airly substantial 

growth rate. This growth of course is essential, since a l ;i-_c:ncrease 

in the number of farmer borrovets is required if th:.. oi... total loan 

demand is to be realized. Some oth. r movements inLoatL- -r ici have 

stagnated in terms of membership and savin's grth; the strateges 

employed by CREDICCOP to achieve the desired grohwill be useful to 

observe. 

One significant indicator of prnject perfornance relates to the x.ount 

of share capital invested in both r-ural and urban credit union. For 

both, the actual xmount recved is , .0 c... 7r, ter pro

jected as of June 19-7. Part Cf t.S roth 5 ,'-.,:rc:: ", :rord 

capitalization requirement, i.e., me... -t .
,rs ..... , .of 

the loan received. For example, a ........... c 17e D00 il 

repay $1,100 :pus interest, with 0i0 added to h's-, ." ci:71 -'a ccunt. 

In addition, the anoumt available for l;nii- is r : to "a n a 

member has in his share capital acccun. For a --r ans, rrcwln of 

up to S times the amc-.ut in share capital is ---..,z' ers7 -e. _. aM. 

provided with an additional incentive to add to their share capital account.
 



We assume that nearly all increases inshare capital result from
 

these two factors. Assuming current trends continue, share capital in both
 

rural and urban credit unions willfar surpass the current end-of-project 

estimates (See III. A).
 

It is important to emphasize however that 10 rural credit unions have high 

delinquency rates, four of which are at risk of beLng licjuidated such that 

the share capital represented by those credit ana irt-ually nur,unions .-. be 


existent. An effort is under.;ay to 'keep those cn',dit iMcnr'.:iIca, yet 

if those efforts fail, and the cccFera: v,. re c,- .n 

share capital wi' obvicus iv be by :u:cn ,:er,.-ce. th,,,, ::u'; actul 

share capital may be scme',hat lessthan that rQ-",. z.u ',,ures. 

Currently, the amotmt delinquent in : esn 10 c0e".U ..... :; 3i3,(3O(ard 

in the 4 critical credi ,OCQ) re:>',:rO.,min 3he ,.ns.2 rf har, c!-zil 

is reduced by the xxunt deiin-ueni in the : -ical cri: ,nicns share 

capital equals $59S,000, 7,CQ0 ., the :r.fe,:c.,_ -urn. 

The volue of all cans ma.de ',rra rdi it u-ions ,.us .h ;olume 

of agricultural loans exceJ:.'ro e'zicns.in the rectn: ,a,. sver,.ost , 

in the year ending June !oan !=ear, ra: tae 7tir-,, vol.-e c,-'-e:t. , 

reflecting the cuz-off r'- ,xtrnal cr:ri:s " .- ' :n :!ue ta 

the delincuenc- si.tuatic, e , -btai-".. s th,i: .. A',. in a:I: , 

AID loan. Since it now arnear: tact the D "c:, i I I ", ::I.. 5 at a 

greatly accelerated rate, anzu la- 'or ny bec, :stantilly hi ghr 

than that originally projected. 

http:e'zicns.in
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Actual data for the number of farmers recieving loans, and the nurber of hec

tares financed was unavailable for the most recent year. 
The new AID project
 

paper contained these figures, however, we are uncertain as to whether they
 

are actual or estimated figures. 
Note the large increases in Zarmer.borrowers,
 

from 2,000 to 9,000 and in hectares financed, 'from 7,600 to 44,125, by the end.
 

of the project, again illustrating the necessity of an effective member promo

tion strategy.
 

Urban credit unions also have exceeded the projected loan volume and it is
 

expected that these will easily surpass the projected end-of-project figures.
 

Since the majority of the membership of urbari c:edit uni o:s 
are on-larn7_rs and 

therefore not eligible for financing hro ,igh the ,, IC i r lean 2 

msut be met from internally generated cap;al Or f -.....
c....
 

capital. 
 Some urban,credit Luion .o.,-rs have receied CRE:D CC? :ib - oan.-;; 
for example, 85 farmer members of the credit union Neembuau ,i,'Q sub-!ans 

for agricultural production.
 

One important project indicator is the level of losses Lncurred b" CRDICMOP.
 
The projected aount for -he rcma inin 
 rz- s 1 porent of
 

loan volume. To date CR-ICCC. has not incurred -. bose:,. r, is 
important to remember th-at liv began . c . ' o' reit c ,, " !e n '-.ie... 


ceiving the AID lcan Ln 
 em 1!D76.. u rt 

period for a si-nificant bad -clbt cm to sur...a. . - 1cridc e7 r of 

time, and with laraer amuncts o: :c-.ne eIe accuelte 7 ic:'7r of 

the loss situation will be obtained. ;,,eshould not, that t"e- , n t a 

staff at CREDICOOP, h-aving witnessed -h ,robleo:s that develc-cd with ENF loans 
to nember credit unions, are fully ccgniznt of the critica: roble.s that -ay 

arise if inadequate laon analysis, monitoring,and collection processes ame utilized. 
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The actual net income or deficit is reported here for the close of 

•CEDICOOP's fiscal year, December 31. Those figures roughly correspond 

to the projected June figures for the same years. Data prepared for 

the new project paper also indicate that for the period dtrough June 1977, 

the actual deficit approximately equals the projected figure. It should 

be noted that those projections, and the actual figure reported, do not 

include the net income or loss from the arketing operation. Any inccme 

obtained from marketing is to be re-invested to develoo thae infram\crketinz 

structure, and thus does not enter into the break--..vnrnjczicn;. (See 

Chapter III, Section A for revised projections).
 

COEDICCOP initially used aeight indicator to asure its .- rC-tin; oper

ations, but has si:ce n,,i. to a *,'aue ,.-'2ja c. it ws ...... a,,iaill, 

below the former indicator in 19T, but far th, Lz:er : 1u.icas9e1977. 

Since the co.zmission .. )y' C CC.:n. ) rect 

mend that bothi indicatcrs, 'e .ni:2ri, in the future. 

An indicator included -:or he ar ending !,'" is the rL-ber of ad

,inistrators and ,.naers thrcixh!:i... ,,C ..... 

The figures shcwn for the previous .. re .ber "C 'ric

ipants, not all of ,,hcm were a z.aListrators ar ... .0 extensive 

educational program of CMRICOCP will pres=z.-ably ali-,; this cut.ut to be 

realized.
 

Finally, an indicator of the affiliate's share capital in(2DiJ)0? 

is presented. N9czh of the pra-jected increase is based n the forced capi

talization requirement, i.e. loans made by C?=iCCCP includes a S rercent 

capitalization feature. 
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Since this represents CREDICOOP's permanent capital base, which can be
 

used to leverage additional funds, realization of this output is par

ticularly significant for post-project operations.
 

In sunmmary, CREDICOOP has generally met or surpassed most of the ouput
 

indicators, which would lead to the conclusion that the project is
es

sentially on-target. However, we find that the link1ages bet.een the
 

stated outputs and the project purposes are fairly an iiguous. Even if
 

all the projected end-of-project output indicators were achieved, the 

project purposes may not be realized. Technical or structural ,;ealnes

ses may exist at either CREDICOOP or at the ccoperative level that would 

not be revealed by focusing solely on these outputs. "The analysis con

tained in Chapter ItI,IV, and V atter-ts to address these factors. 

Note: For the purposes of this assessrten:t e tc'- "'savn s' i abroad 
concept whiclh means funds that are accaz:ulated rather tha-n sent.
There are two tnpes of savings - dezosits rand slhare;. . sits are liabilities and as such are basical,,• ;2.'er !,ons t" t-e creit 
union or league. 1eposits ea., a staze raze of interest.Shares, 
on the other hand, equity , .....are and as ...... ,.......h,, in

the credit union league. Shares earn cii.-ic nds, t'2 craze :hicn 
may vary rrcm period to Deriod (or not .edeclared at a 71),There
fore, the ter.-_s derosit saVings or share sav,-u;s i e,se,U "fr
quently in this paper to distinguish the t'w. " is'enis
 
used alone it refers to both deosits and shares. 
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C. 	 PURPOSE 

Two 	purposes are identified in the project documentation:
 

1. 	 The establishment of an independent, economically viable, central 

cooperative organization able to provide member credit unions with 

effective technical, financial, and marketing services. 

2. 	 The organization of independent, economically viable, and broad

based credit unions and agricultural ccoperatives, primarily in 

the rural areas, able to meet the savings, credit, and marketing 

needs of its merifers. 

Some 11 indicators of project purpose !Lave been prepared describing 

the 	end-of-project status, that presLx-lbly ,would indicarte ac-hievement 

of 	project purposes, as follows: 

1. 	 38 rural credit unions i9,000 mc eru/i5,CO farmer<'9,000 farmer 

borrowers. 

2. 	 18 urban creu UniczW'.O0I'O :embets. 

3. 	 Number of :-r-:ers witrith:
 

Less than 5 hectares - 1,330
 

5 to 20 hectares - 6,120
 

more than 20 hectares -1,300
 

4. 	44,000 hectares flninanced. 

S. 	 Rural credit umn;'share capital Sl,619,000 

6. 	Urbancredit unic:;s sharc capital 31,_03,(300. 

,. 7. 	 Annual agricultura lcai vol<e .7.D nillion. 

8. 	Member crcdit unicns savings in 1P=7C)T C 00,O00. 

9. 	Volume of crops morketed through CPEDICCOP $7.0 million. 
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10. CREDICOOP charge-off rate - 1 percent of loans made 1976 - 1980. 

11. CREDICOOP net income $26,000 (need for USAID subsidy eliminated).
 

One difficulty with these measures is that, except for number 3, (for 

wich information was unavailable) they duplicate the indicators used 

for outputs, conti-ayr to One of the fundamental principles of the log

ical franework methodology. Separate and distinct indicatcrs must be 

used for each level, or else the design logic breaks do;.'n. An indicator 

of output achievement cannot at the samie time serve as an indicator of 

1
 
purpose achievement.


We can state, as noted in the previous section on outputs, that p-cgress 

is being made as projected for nearly all i! zaors, an. that if c-2:'nt 

trends continue, most end-of-proje2ct coniti ou-ld e :in-.i. Since 

we believe that these indicators do not Srif'ici,: t ,r:tion 

to conclude that the purposes nave been . a :'ore in-death anal

ysis is presented in subsequent chapters. 

'The October 1977 Project Paper does include separate indicators for
 
outputs and purposes. Project docuents for the period being assessed
 
did not make this distinction.
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D. GOAL 

The goal, as stated in the December 1974 project paper, calls for a 

50 percent increase innet farm family incomes of project participants 

over an initial estimated income base of $300 by the end of the pro

ject -- the initial base having been determinted by an AD-sponsored 

survey of more than 1,000 small farmers during the'period 1973-1974. 

Progress towards achieving that goal was to be measured by means of 

two instrnments: first, through an AID-funded series of annual follow

up sample surveys or a system of farm,, journals kept by farmers, and 

second, through REDICCOP's own reporting system. 

Since it was thought that a series of samle surveys would provide 

more accurate long-term data on farm operations than would a system 

of farm journals kept by farmers, the surevey ethod :ci utilized to 

obtain the necessar:, iformation on fa:- incomes. The (7-_D, CCOP 

reporting system, or,. the other ,as to cl statisticswanduscd 

on other activities related to the "roiect 'cal such as the rcwdh 

in farmer savings, loans, m-ar!:etod production, etc. 

The first attempt to -rerically measure cal progress did not occur 

until June of 1976 when AID conducted a sub-s,-.le sur.-ev of the 

original survey population. The purpcse fo this fo sur:Cy of 
297 .:redit union member and :2. ; t: rt t.-

n~~~~~~n~~ ...... ,-<' :e er c 2ea trc t 

progress that project :1articipnzns had n-'; ........"-976 

period. Unfortimateiv, the . .Its " . . c: crlv Murve'-hive iited 

usefulness to the assess-:mnt te in evaluatin the success of the 

project in achieving its stated gcal due to two techn3.cal problem's, 

http:sub-s,-.le
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the first related to AID;s inability to gain compyter access to the
 

original 1972-1973 data base, and the second related to certain
 

methodological problems encountered in the sampling procedure used
 

in the 1976 survey.
 

These problems are regrettable since they linit the type of infer

ences that can be made with respect to the project's impact on farm 

family income, agricultural productivity, the distribution of rural 

income, etc. Consequently, tuntil these problems are solved, there 

is little that we can say in quantitative te,,s. ,Our only recornenda

tion is that AID move as quickly as possible to correct these defi

ciencies and that the analysis of the Survey results be pre uared as 

a separate report and distributed to all project participants. 

A measurement of the change in farme..r family incomes, however, 

provides only a partial view of the hipact of the project on 

small farmer well-being. in order to gain a more ccmiete pic

tare of project's influence, other i-icatars must also be used. 

Some of these are of a subjective nature suoh as he _-:rovecm ent 

in the perfomnance of certain crganizatinal tasks at liifferent 

functional levels neccssar- tor the project's implementation; 

others are mere quantiiaole like the i:ooact of the project on 

member savings and crcp yields. These a-i additic-na measures of 

project success will be discussed in the followng chapters, 

especially in Chapter VI where we focus on a more useful grouping 

of indicators of project achievement.
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III. ANALYSIS OF CREDICOOP
 

In the following sections we expand upon the analysis presented above
 

to more precisely assess CREDICOOP's current level of develoDment and 

the likelihood that one of the project purposes, i.e., the establish

ment of a financially and technically viable central cooperative, will 

be attained.
 

A. FINANCIAL ANALYSIS
 

The financial viability of CREDICCOP is a most essential element of 

the project, for if this is not achieved, attaiment of the remain

ing project objectives beccmes difficult. A, nulber of previous pro

ject design documents have estimated revenues and e.,r.enses for CdlE[-

COOP over the life of the project; the projections currerr'.tlv Ln use 

were developed by AID Financial Analyst, .. Allen, in Janutr- 1976. 

It was decided, in ccasultation with CREDICCC::;, 2t, that the 
most useful financil analysis ;.nuid be t-,,v- to 

to deter ine i th under inT 1: :m:)tiCns3t i . .2 1: o c."n C 

the projecticns accordinzv. IsLn data ,re a lale ":r zne 2ost 

recent year ian. re-ennmlun eac assuc~ticn ,ith ,C'n 

we were able to revise the rojccicru as s,..n in :['acndix A. (In 

order to fully understand the projecticns, the reader :'hCud also care

fully exma-ine the assurotions foilow;ing the z:abe.) 

The focus of this analysis is cn the prolected 1 -e- data for 

CREDICOOP. Allen projected a nunber of relate-ariables, i.e., 

membership, savings, loan demand, revenues, expe:.ses, etc., to derive 



-27

an estimated net profit.and loss figure for each year. His projections 

showed losses for the four fiscal years from FY 76 through FY 79 amount

ing to $272,000. In FY 80 a net profit of $26,000 was projected. 

Using the same analytical approach, with some modifications that seemed 

appropriate, the team derived revised net profit and loss figures.
 

Actually two projections have been prepared using differing assumptions 

regarding the annual increase inpersonnel and operating costs. Using a 

10 percent annual increment in these costs (which is ro .ghly what Alien 

assumed), we show breakeven also occuring in FY SO with a nct profit of 

$54,000. Losses for the four prior years are estinated at S314,000. 

However, it is likely, based on past experience, that the 10 percent 

annual increment for personnell and operating -costs may be too low and 

that they may actually increase considerably faster. As the second 

alternative shows, these costs can Lncrease no more thn 16 percent 

annually for =1- ICOOP to exactly breakeven by, the end cf the project. 

This projection shows losses totaling S366,000. The ar-Dal increase 

for the past two years for perscnnel and operatLn; costs a%'errves 1S.9 

percent. .Managem-nt has indicated that this increase is higher than 

normal due to substantial salary increases in an effort to "catch up" 

to the prevailing market rates. Prestnz-ably then, the aL-iua! increases 

in these costs will be loer in future years. 

We would expect that the actual increase in personniel and operating 

costs would fall somewhere within tlis range, i.e. between 10 percent 

and 18.9 percent. These points, essentially the most optinistic and 
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and most pessimistic alternatives; assuming all other variables in 

these projections are accurate, may be useful to CREDICOOP management 

as a guide to futre budget projections and as cost control criteria: 

It is important to note that the losses indicated under either assump

tion are substantially higher than the Allen projections, implying that 

AID budget support may need to be increased. 

In order to comprehend the "bottom Line," it is important to review 

the variables that led to these figures. Our projections show increased 

revenues for CREDICOOP, primarily as a resiilt of the increase in the 

interest rate from 9 percent to 10 percent. Thus, for exL-pIe, interest 

on loans is shown as $343,000 for the year ending June 1931, .hile .allen 

projected $309,000. We also show slightly higher revenue projections 

from dues and program revenues, based upon the revised asstz-pticns of 

CREDICOOP management-

Farmer loan demand, the principal incce base for CRE-JICCC?, bhas been 

revised reflecting actual Lata contained in the current .ear'lc Jobal 

investrent plan (see ass,, tions . Ai*:hcugh the current :.ear is !c-,er 

than original!, projected, su-cee-in7 :.ears are t Icii-r.hi1;ner. We 

project loan dem=nd It 33.3 million 'for the "'ear e 5 J' 9!,'cc--T'b 

pared with Allen's projection cr 37.1 nillicn. IL,.eer, for this pro

jection we have kept the figures Jov. c~eJ b? Allen to estiLnate th,,e 

amount of this demand met v CRDICCP. :or the year ending June 1931, 

CREDICOOP's loan vol1lae w7ith nral credit Lnions is projected at just 

$3.5 million; the remaining S4.S million prestzaably is Cl be met by 
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the BNF or other sources. Quite obviously, there is considerable 

potential for CREDICOOP to increase its share of the total amount of 

loans going to farnmers (particularly if the restriction on cotton and 

tobacco is lifted), which would naturally mean even greater revenues 

from interest income than those projected here. 

It is conceivable that farmer loan demand could be lower than projected 

however. A critical calculation is the projection of the nuniber of 

farmer borrowers. From the current global investment plan, we find 

that there are more than 1,000 fewer borrowers than the originally 

projected figure of 3,050. Taling this into account, w3 have projected 

the end-of-project number of farmer borrowers at 7,921 instead of 9,000 

as estimated by Allen. Although this figure is reduced, it still rep

resents a substantial growth rate, i.e., an aver:ge anoual increase of 

nearly 52 percent. The average number of farmer borrowers 7cr credit 

cooperative will need to increase from the current 104 to 233, an 

average yearly increase of 43 farner borrowers. (ks-vming 34 coopera

tives are receiving external credit in 19S1.) It secns L7-erative 

that the schechled m-mership promotional c-a ai-- be effective. If 

this target is not achieved, tota farmer loan de,m , and as a result, 

CREDICOOP interest income, ray be decreased, possibly afcfcting the 

objective of financial self-sufficiency by the end of the project. 

Note that, unlike Allen, we have included interest incme resulting 

from loans to urban credit unions, using CREDICOOP's o(n capital. 
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Although this amount is relatively insignificant, itdoes reflect 

CREDICOOP's policy of attempting to provide financial assistance to 

all affiliates, not only, rural cooperatives. 

Finally, we wish to point out the significant increase in the savings 

rate for urban and non-farmer members contained in these projections. 

The Allen projections were apparently too conservative, evidenced by the 

fact that the share capital estimates for both rural and urban credit 

unions were far surpassed. Thus, these revised estimates based on 

actual data show end-of-project savings for urban and rural credit 

unions at $3.3 million and $3.4 million resectively, co:n:ared to 

Allen's estimates of $1.0 illion and $1.6 million. SLnce total loan 

demand is, in part, a function of available sav-ngs, this projected 

savings increase Lmplies a corresrponding increasc hi total loans. "e 

assume that most of thesa lnadeloans ;,,uld !e to urban and non-far.-er 

members and thus, ;,ould not ;arkedil. affect CJDTCCCP' projuct d 

revenues. However, scom ._nit ::::iH'2 yind:'-.at an ncre:zgror

tion of the farmer loan dcnand can 1e-et rom their c:.n !rds, thus, 

reducing the need for exter.al funds, ,iich obviousl ;:uid have an 

effect upon CRDICCOP. it nay be useful to study tius aatten in the 

future. 

Based on the information that can be derived frc:m these revised pro

jections, hmwever, 0C=ICCP's financial condition arears quite strong. 

The revisions, for the most part, present azn otizLnstic picture, indi

cating that financial break-even by Lhe end-of-project is vecry attainable. 

http:exter.al
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The only significant factor producing some uncertainty i_ the estima

tion calling for a substantial increase in the number of farmer bor

rowers. It is'possible this may not be realized, which could adversely 

affect CREDICOOP break-even. 

We must stress that these projections are based upon the best informa

tion available to us, wich may not have been complete or accurate in 

all case;. We urge CREDICCOP and other project participants to care

fully review these projections. Once a formal set of projections has 

been prepared and agreed to b)' all parties, we would recomnend its
 

adoption. as the operational financial projections for the project. 
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B. TECHNICAL ANALYSIS 

The following results from the process analysis approach described 

above in the methodology section, in an attempt to assess the cap

abilities of CREDICCOP more precisely and identify specific areas 

requiring improvement. During the field study the participants 

agreed to assess only those functions and processes of critical 

importance to CREDICOOP. lhus, this does not represent a complete 

analysis of how CREDICCXP is performing; however, all key processes 

related to institutional viability are included.
 

We have divided the material according to the: 1) functions and 

processes related to the Lnternal adainistraticn of C=EICCP, and 

2) the services provided to affiliated credit Ccoeratives.
 

1. Organizational Functions
 

a. Orznizationa l Coals and Policies 

The organizational -cal ThctuiiU iefi-ne the basic objectives 

of the org,=izaticn, the ,]rcu]s t intends to ser:-e, and 

the product or _e: .:ces it :o:xx to :arcvide. :t ser.es as 

the ultimate criteria against :ch zoz. e the v-miidi

of organizaticnal 221lcies, obectives, and srecific progr~ans. 

of tEICC? 'e the zational 

bye-laws or "estatutos." .inC0apter !I,nine principal 

organizational obiectives are listed:
 

The goals 1anfonmd in or;1r 
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1) Prmote the creation and organization of cooperatives,
 
and in general assist the development of cooperativism
 
in the country.
 

2) Develop norms and uniform procedures of administration,
 
accounting, and 3upervision for its associated coopera
tives.
 

3) Provide information, advice, and all types of assistance
 
to the directors and staff of associated cooperatives
 
in order to allow them to provide improved services to
 
their members.
 

4) Provide services of training, finance, insurance, bond
ing, materials supply, office equipment, publications,
agricultural supplies, marketing including warehouses, 
stores, drying and processing of agricultural production,

importing and exporting, market acLTaLnistration, and other 
services required by member cooperatives.
 

5) Establish bonds of coordination among the ccoperatives,
and with other national and internaticnal cooperative 
organizations. 

6) Maintain the authentic ccooprative character mong its 
affiliated institutions. 

7) Represent and defend the economic and financial inter
ests of its member cooneratives as necessary. 

8) Promote good i,,orking
ith its ccoojrative 

relations ,'it t! Gover=ent and 
d vecpaent aod reSulator - organ

izations. 

9) 	 Undertake other activities as required :zr t2;e develop
ment and/or stren.heng'- of its ,e r cocperatives 
and of CDICCC)P proper, in accordance --;ith th- Bye-
Laws and laws of the Republic. 

These statements seem to contain both organizational goals,
 

i.e., the ultimate reason for being of the organization, and 

organizational policies, i.e., how the gols ;ill be attained. 

It appears that statements No. 1, 5, 6, and 7 ccastit-ate the 

essence of the organizational goal, while the remaining state

ments provide some clarification as th.e means. It may be use
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ful to extract'from those statements a definitive goal state

ment that would serve to define CREDICOOP to the public. 

This statement should be prepared and approved by the Board 

of Directors, and subsequently approved by the General 

Assembly. 

It should not be implied, however, that CREDICOOP has not
 

adequately defined its goal. Thie previous listing does in 

fact serve that purpose. All staff and persons closely 

connnected with CREDICCOP ;,ould iave no difficulty in identi

fying its basic goal. Except for the greater recognition 

that might be attaLed with the public iF the tal3tatement 

were formally ccdified, there is no shor cm-n in this area. 

Organizational policies 3er.'e clarifith1 :tc::2ents of
 

the organizationa! !;cal, 
 t',-,--:u 1:i... oft,. r-oas 

operaticn and t-es c: ..... and ac6i.ie . .s noCd,
 

seome of the ...t5'-,! 
 c-' uv ... . as hIrcad 

polic; statc-.nts. 2'"v j:" z.t es af s ..rvices to 

be provided, , . uniforn Cuides t.tc cnr C... zt, 

assistance, traLnin,, -at " v" '.aricus:siles, .zetin, " ac

tivities to be carricd cut, e .(;., ,,c-ordina

tion, and orc.-10tion. .in aIl ition, t-h Ialb'_.-. aiorite 

a listing of 1S' .."ti"L' hto define
 

services to be rerdc rd and activities to be undertakcnin 

support of the organizational goal. Included are statMeN-nts 

related to technical assistance, capitalization, insurance, 
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auditing, marketing, supplies, and numerous other areas. 

In addition, organizational policies have to some extent 

been defined in the project documents prepared for AID grant 

assistance and for the AID loan. To obtain funding, CREDI-

COOP's objectives and policies must presumably be consistent
 

ith AID's funding objectives. Therefore, policies defining 

the target group, i.e., small farmers, and service strategies, 

i.e., production credit, technical assistance, and marketing, 

have been set to meet AID requirements. 7here may be some 

question over the validity of externally deriv2d policies, 

since there is alwavs the danger that the basic :,,cais and 

objectives of the organization ma be distorted in order to-

obtain the desired funding. Any organization ceivin Z out

side funding -rast be aware of this notential pitfall. At 

this point though, we can see no distortion resulting from 

the AID funding. AID a C =n IC0CP are in fact ;urs-uing 

rutually compatible objectives; the orzanizational policies 

derived from the, AID proiect :..ould inast likely have been 

developed by CIEDICOOP on its own without ;D Lnfluence. 

Again, as with the goal statoeent, we believe the policies 

should be formally codified. The Board and senior manage

ment should review the policies periodically, e.g., every 

two or three years, to reassess their validity. The current 

policies though, adequotely define CREDICOOP and serve as 

useful operational guides.
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b. 	 Institutional Development 

This functional area relates to the activities the organiza

tion pursues in order to develop its capabilities to fully
 

meet its goals and objectives. To do so, an institution 

must analyze both the environment in which it is operating 

to 	identify member needs, and its own institutional strengths 

and weamesses. Itthen 	develops a set of objectives reflect

ing the priorities identified, and defines a means for on

going monitoring and assessment of progress. The objectives 

identified are usually long-term, i.e., d..elopmn-i of exist

ing or new capabilities usually requires more than one year. 

The objectives set forth are internal, as contrasted with 

the progrnam planning objectives vihich are usually external. 

For example, as a result, in part, cf enviroarwuntai analyses, 

(RS.ICCCP ccncluded that 	it needed to develoa : a t 

;-capability. The ;st..ut' .al i. . . . :'"" z""cer-" 

the \'eccent : tt , - "' n.....	 '.uic", 

an adeqUata i,,'el is .ac. T... ,.raI .... 2.)jCt., 

identifies the speciic :rrkct-a :e-.ices to b,2 .rovided 

each 	year.
 

Like manv institutions, CCCP ha,_s no: levelon.p.d a defini-

To s=me e:xtent thetive instituticnal develcrmen prccgram. 


various project Jccnta preparcd over the -,.ears for AID
 

funding elabcrate how lKCCPP "1ill be devlcped. Yet these
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are only partial development strategies, i.e., aimed at develop

ing an institution that can serve as a catalyst for AID objec

tives. To be fully adequate, the institutional development plan 

should be elaborated by CP.EDICOOP itself, based upon its assess

ment of member needs and internal capabilities. There may be a 

number of needs, e.g., urban housing, that are not a part of the 

AID project, yet which CREDICOOP may determine are appropriate 

areas inwhich to become involved. Development of new inLstitu

tional capabilities would be required as a result. Instead of
 

the current, externally derived and partial develoment approach,
 

a complete picture of needs and capabilities would be elaborated.
 

CREDICOOP: CREDICOOP does not believe that its develonment 
strategy has been determined by AID priorities and objectives. 
Candor, intelligence and flexibility on both sides have 
resulted inCREDICOOP determining its o-n objective , to the 
maximum possible extent. 

In esseace, a comprehensive long-term pl ning process is required. 

Such a process may involve the following activities: 

Identification cf all member needs to which the iistitution could 
respond. 

Formlation of needs into measurable objective statcents. 

Prioritizing of needs objectives according to soecified criteria, 
including organizational goal and :olic, statements. 

Analysis of institutionol caoabilities, identification of func
tions and processes requiring further development, vis-a-vis 
prioritized cbjectives.
 

- Development of instituticnal evelcpment objective statcn'2nts 
to enable institution to respond to needs objectives.
 

- Selection of strategy for implementation, plus procedures for 
monitoring and assessing progress. 
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CREDICOOP does perform some long-term planning but apparently 

on an informal, non-rigorous basis. Instead of establishing 

a process that wuld define what CREDICCOP should be in say 

five years, CREDICOOP management tries to anticipate problems
 

and take adequate preparatory measures. Although this is 

noteworthy and fairly well performed, it cannot adequately 

substitute for a formalized long-term planring process. We 

would recoinend that this process be instituiol, taking a 

comprehensive view of both member needs and instiLutional 

capabilities, beyond the partial view derived frcm the AID 

program.
 

c. 	 Program Planning and Evaluation 

This functional area relates to the =anagemeit's ability to 

utilize its resources to m2Xi effectiveness. Program 

objectives are set for a specified period (often cne year), 

stating in quantative or qualitative terms, the outcces 

desired in each area. T11 objectives should be consistent 

with the organizational goal stat:e.cnt, the nee1 ,ete.ined 

by environmental and instituticml analyses, and the existing 

organi:aticnal capabilities.
 

For this functional area we find that C-TDICOOP dces a fairly 

good job. Prior to develcping its annual pL.an, MICCOP 

field staff, in consultation ;,ith the c:-op's leadership, com

plete a form identifying the strengths and wea.nesses of each 
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cooperative and.the areas where CREDICOOP could potentially 

provide assistance. 'fuLs information, when compiled, stum

marizes the current level of development and potential needs 

for all credit cooperatives affiliated with CREDICOOP. The 

information is quite extensive, covering all areas inwhich 

cooperatives are involved. 

With this as a base, CRE)ICCOP prepares an annual plan to be
 

analyzed by a review group coposed of delegates from member 

cooperatives. Breaking up into small goups and analyzing 

specific ections, each group offers recon;,2ndat ions on the 

plan. The plan is revised accordingly and subsequently sub

mitted to the General Assembly. 

The annual plan itself is a profile of the activities and
 

targets of CREDICCOP. !!ore detailed plans are also prepared 

by functional area, secifzyLng tho objectives in measurnble 

terms, describLng the activities to oDe! carried cut, i entifyinF 

the resources required, inicazin ,it:aticn ax-i cc.,-leticn 

dates, and assigning responsibility. Ea-h Peparrent prepares 

its specific plans; tI2 results are uscful guides for st--aff 

activities and %alid mrasures of r'erformaf.ce. 

Each staff member prepares a monthly urk plan submitted to
 

the Department head. At the end of the month this staff mem

ber reports on progress made in meeting the proposed activities. 

http:r'erformaf.ce
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The Department head prepares a sumnary for review by the 

manager. Although this appears to be an adequate system,
 

there are some shortcomings. First, most irk plans do not
 

relate activities to planned objectives. There is little 

consistency in the quality of plans submitted. Unfortunately
 

many work plans resemble travel itineraries. Thus, it is
 

difficult to ascertain howi the proposed activ%-ities relate 

to the Departmental objectives. Reports of Departrent heads 

to the nmanager aic similarly iiprecise with little relation 

of activities to planned objectives. Tie aager revniews 

those reports monthly Lnd -akes appropriate cc:ents, but 

the quality of the informaticn being presented nreclules a 

fully effective monitoring system. rhus, the action planiing 

and program mcnito-i-g pr-cesses could be ircved. 

The plan is reviewed at md-year and at the end of the year. 
Information relating a'c;:.inents to planned :arets is 

prepared for all areas of the plm. Shortfalls are identified 

and apprcpriate action is recccr.endci. >' reut of the 

review are cc-miled mnd reviewed by the entire 'taff.At the 

end of the year the imzfinished objectives are recyccd into 

the subsequent year's plam. T-israther detailed process 

results in a rst effective procrxm ,lrcess. 

Overall, the senior managemcnt staff at = ICCOP have ccn

siderable skills and experience in program planning and 
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and evaluation.- Although some weaknesses exist in the system, 

the quality of the plans prepared as well as the means used 

to evaluate t jese plans far exceeds the norm. This naturaly 

has a positive impact upon the performance of all other func

tions and processes.
 

d. Accounting
 

An adequate accounting system should:
 

1) P oduce reports at the tire and in the formats specizIied
 
by various parties concerned 

2) Include a chart of accounts cc.'iatible with the system 
documentation 

3) Include a flexible numbering system 

4) Require periodic accrual, reevaluation, and bad debt 
adjusting entries 

5) Require monthly balancing of subsicliary ledgers with 

general ledger control accounts
 

6) Require daily cash reconciliations
 

7) 	 Require monthly bank account reccociliations 

8) 	 Produce an Palocation of revenues aond expenses by 
organizational unit 

9) 	 Produce financial data and reports required by existing 
budgeting system doc,=centauion 

CREDICOOP's accounting systcm a-eets most of these minimal 

outcomes, but scme deficiencies wcre noted. Since the system 

was approved by the goveor.2ent Cooperative D-'partrient in 1973, 

it does coiply vith statutory requarecants. The system com

plies with lending institution requirements sLnce it has been
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approved by the National Development Bank and COALC. Although
 

AID has never formally approved the accounting system, ithas
 

never indicated any dissatisfaction. Unfortunately, because
 

of lending and donor agency reporting requirements, certain
 

asset and expense accounts have been grouped by source. This
 

has created a rather large number of accounts.
 

Prior to recent computerization of CREDICOOP's accounting
 

system, the monthly financial statement prepared by CREDICCOP 

was not very useful. A listLng of all debit and credit bal

ances was prepared for all accounts. .o unin, ot accounts 

was presented, i.e. liabilities, net worth, etc., aned olbviously 

no sub-totals were included. Since separate occ'out5 u': source 

of funds was maintained for ,aany items, the statem:-ent was 

extremnely lengthy, inhibiting its use tor :Lnalysis or as a 

management tool. 

The computerized system introduced in Janua" 1973 has resolved 

these problems however. Comlete balance sheets an" incemo! 

expense state-,nts are prepared mcnthly, with a-orcpriate 

grouping of similar accounts. These statements prviie readily 

accessible information for financial analysis and -anaigemnt 

purposes.
 

Monetary readjustment of loans and savings ,as initiated 

recently (3/77) to keep pace with inflation. An additional 

percentage (1 percent or more depending upcn c'.anges in
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the inflation index) is added to the required capitaliza

tion rate on loans to member credit unions. Savings are 

increased by the same percentage as loans and the balance 

is added to reserves. An arbitrary percentage (1percent
 

of outstanding loans) to cover bad debts has been estab

lished, but due to a lack of experience on recovery of
 

loans, it is not known whether this is adequate. The law
 

does not require a revaluation.of fixed assets and in any
 

case they account for only about 3 percent of total assets 

on an historical cost basis. However, the adjustments
 

mentioned provide at least a partial protection against
 

inflation -- induced decapitalization. 

Subsidiary ledgers are reconciled at least monthly with
 

general ledger control accounts. Both daily cash recon

ciliations and monthly bank acccunt reconciliations are 

performed. However, at t]e tJhiz of t,'- as_semo, nt the 

General Ledger and the Daily Journal .,re both one .cnth 

behind, but all exoenditures were sucrtei bvochers. 

The large nu-iber of accounts and sub-accounts has made 

hand posting progressively more crrsom2 and often pre

vents the tinelv presentaticn or nthlv reports to ,-anage

ment. It is exuected that this prcblec.7 will be solved in 

1978 when the accounting system will be cc-muterized. 

The system is designed to allocate expenses by department 
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and. income by source. For example, each major expense account 

has sub-accounts for the various departments. The following 

financial reports are prepared monthly which assist in the
 

preparation of the budget:
 

- Detailed itemization of all major accounts 
- General and detailed listing of expenses by departments
 
- General and detailed listing of income by source 

However, these are often delayed 15 tr 30 days following the 

end of the month. Only a projected annual source and uses of 

funds for loans and a monthly control is prepared. C.REDICCOP 

plans to prepare a global cash flow statement next year. 

e. Budgeting
 

An adequate operating budget is ccmpatible with the accounting 

system, permits precise esti:rntion of all revenues and prepara

tion of Deriodic izcome and exoense statements bv oranizaticPal 

units. An adequate budget includes a statomen: of alL .iss=';, tions, 

specifies control dates and 7ericdicall" relates .c)u7cl operating 

data to projections Ln order to identify, any si ifioant budget 

variances.
 

The budgeting function is performed satisfactorily, although 

some weakmesses were found for specific processes. 

All overhead and a&ministratii'e expenses are allocatcd by depart

ment, based on allocation fcr auas that appear to be fairly rea

sonable. This includes allocaticn of salaries accordin5 to the 

estimated amotunt of time expended by each person for zach 



departmental area. With this system in.place, CREDICOOP could
 

easily move to a complete program budget approach if it so desired.
 

A control and evaluation of budgeted income and expenses ispre

pared each month. This presents actual expenses to date both
 

globally and by departments as well as the percentage these
 

represent of each budget item and the difference, if any, with
 

the amount budgeted.
 

£. 	Capital Funds Mobilization
 

This function deals with the mobilization of both debt and
 

equity capital. The function is considered adequate if:
 

1) All sources of permanent equity capital lave been identified 

2) An optimal capitalization method ha5 been selected to develop 
a permanent equity base 

3) Debt instruments have been used to nobilize surplus funds 
from affiliates
 

4) External loans have been received if reciuested
 

5) Conditions of external loans hlave been met
 

6) Grants of capital have been received if requested
 

7) Conditions (including rcportin anJ uLi!azion cf funds)

of the grants have been met 

8) Cost of capital is consistent with federation self-sufficiency 
strategy 

Most of the processes related to chis function are being performed 

satisfactorily. 

Sources of permarnent equity capital that have been identified 

to date include affiliated credit umions, Desarrollo y Paz, AID, 

the Mtinistry of Agriculture and others. As of June 1977, shares 
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purchased by member credit unions represent 41 percent of 

permanent capital. 

An important process related to capital funds mobilization is 

the selection of an optimal capitalization method. With CREDI-

COOP's capitalization method, the shares purchased by the credit 

unions represent true ownership in CREDICCOP, since they are non

withdrawable during membership and they define the members' limit 

of liability. Shares may be withdran only upon disaffiliation 

and only after the close of the figcal year except incase of
 

liquidation. Thus, these shares are equity rather than liabil

ities and as such represent a oer rmnent canital base, for CREDE-

COOP. The capital bog, also includes reser.-es a.d donatd. 

capital. However, tJ:; vrse does not represent the rir-:.arr 

collateral for b of o... trathe -ulk he 

AID loan is guarantce, b' the .:e... or Pragun. nL~d the 

COLAC loan by s,a-s inCOLIC, rcaital 

has provided collateral for scze c,.r.crial loas. 

The ratio of exterrMl. debt to net ',,orh o'ners equity) as of 

6/77 was 3.89:1. This may aripear to cc sc.;t high, hcwever 

53 percent of the debt is aczcuted fcr by .\D loan disbured to 

date. All of these funds "-,l lnt t -csher credit unicrs... 

Five percent will be caizaliz:ed, which In turn will cntinue 

to increase the capital base. 

The total share capital of CREDICOOP ispartially a function 

of the growth of member credit union savings. Members are 
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required to maintain as shares in CREDICOOP an amount equiva

lent to 2.5 percent of their own shares and deposits. The
 

year and members are
contributions due are calculated twvice a 


permitted six months to comply. Also, new members are required
 

to invest a minimum of 10 shares* with 20 oercent being paid 

member and the balance ithin
immediately upon acceptance as a 


eight months. In addition, as mentioned, 5 percent of loans 

to credit unions rmst be capitalized.
 

CREDICOOP has established a program for the mobilization of
 

deposits from credit unions (2.5 percent of credit unions' 

deposits must be maintained as deposits in CR-ICCOOP), but 

it has not actually been iemented. This vil. be done with

in the next six mnths by establishing various t-. es of debt 

instruments such as dor'2nd deposits, term deposits, etc. As 

of 9/77, the ariaut oE credit ,Mion Jenosits '.,hich could have 

been mobilized in CREICCCP . pscsent 

there are only inited surplus fun-ds at t.e credit nion level, 

since most funds have been lent to members. 

To date CRICCOP has e= hasized the building of peranent 

capital base (shares, donations and reserv-es) as conosed to 

deposits (liabljities) in order to zreate stability and to 

develop collateral for extenal loans. Trhe cu-rent external 

loans should be adequate to meet projected demand for produc

*par value $8
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tion credit at least until the end of the project period. How

ever, with the anticipated increase in marketing activities, 

CREDICOOP will probably need additional funds to finance mar

keting advances. This reflects the need to mobilize additional 

internal capital (both shares and deposits) as an alternative 

or at least a substantial supplement to the external loans. 

The planned expansion of deposit programs may help meet this 

obj ective. 

To date CREDICOOP has received grants from AID, .inistry of 

Agriclture, and csarrollo y Pa: to increase their orking 

capital base. Reporting to these donors is se-i-ar-nual and 

includes an iteization of The uee of funds. 

For external loans, each .ear CRIDICCC develops a cash flow 

projection for sources and uses of loan fu7nds. ( ICOOP 

also plans to develop a global cih ff'low'.hich wouid include 

all inflows and cutfiows of cash. Financial t are sent 

to both AID and CCL\C zice :I.. c:- :a. . 

have been =nde on t Ae\D lcx, r:oa is 

still in effect. CCL.\C ne !:; =7CetoJ-EMCCC ,hich :tis 

repaid widthin th .... days an o....... cn :- ent cn 

are on schedule. 

Finally, as showa in the section on C=DICCCP's financial 

viability the cost of capitaI is ccsistent with the projected 

break-even date of 1981. 
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g. 	Loan/Investment Portfolio Management
 

This functional area has two subdivisions: credit management
 

and investment management. Credit management involves pro

cesses dealing with the loan portfolio planning system form

ulation (capital budgeting), loan policies and procedures
 

formulation, and loan analysis. These have all been rated
 

as adequate. Investment management involves investment
 

policy formulation and review Cnon-exKistent) and cash bud

geting (adequate).
 

An essential part of adequate credit mana-ement is the process 

of loan portfolio planning. For agricaltural lcans to rural 

cooperatives, CREDICCOP annually prepares a global investnrnt 

plan for production credit loans, boha crop production and 

implements as well as for marketing advances to creilit ,:ions. 

This confo-nas to theL, reporting .... ner ...AD loan=r....n.. 3 

agreement. The global iavesn:.-et -ln is 'rermieby ccscoli

dating the Lnaiidual L'ves-ent sforet union. 

These ucil pinIans estLS,2te - ,nic' 11etnal 

loan needs for the £o].icwing Year b" crop or ite2'. Ze asst-

tions used in thePse projectiors are 7ti!-Jounntci.li:s plan 

includes a uath 'lnthly?ow prcjecticn 5ho;In'g rera!ozents frcm 

prior loans fron AiD, CCL.C, and C7m)ICCC's om. canital (o.,l 

amount) as sources of fun.s. No derosits are assuned, since, 

as noted above, this program has not yet been i.-lemented. 

Loan demand (uses of fun,,ds) is projected on a m-ontlh-by-,-nth 
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basis taking into account the seasonal variations of the 

various crops. No liquidity reserves are projected, since
 

there are no deposits involved, only equity and donated
 

capital. Any monthly projected cash deficits (loan demand
 

exceeding available funds) defines the amount of additional
 

disbursements required from tle AID loan.
 

Loan 	policies and procedures of CREDICCOP fulfill all the 

minimal outcome requirements of this prccess. A "Reglamento
 

de Credito" has been ;VTitten and male available to all member 

credit unions. This has been i-lemented Lin that it serves
 

as the basic guide tcr all loan applicaticn prccessing. This 

loan 	policy contains the foll,,-in_ oelents: 

1) Eligibility re rccx.nt. (Vl)'
 
2) Applicaticn zo=ats i'lI-..A.) an! -rcoedures CfIII.B.)
 
3) Perissible use o- !ean:([I[)
 
4) Finanzial cenuellUuc >>"ne s ,iaanng) 

=C1EDfCC? 2r\ lie'i course:; ' - tn :reprc "-c :i:,'est
ment plan .. % ~n:c )...:, -, . •a 

tk --, ,ssiist , -Cluctloan acnlication 5<(.2.: :_: 

ing a eass l' .,-s z cr .. z t'
 

5) Required re.--crds .., l::i-t -.:z-.ck-un..
-

u'::r 	 ' .6) Loan z,-,l7)1icac cn SSal'.i2:c-

7) Approval procedures , ) 
8) Permissible arc::; y2,

) 
( -- s ratesloan 	-u-Nzuts 

tees t'A(XII), and :mL'. 

-. .na'
9) Contents of loan a-coc',........ 

.
tions) CI%, 

10) Collection (7 arc-1)- .. - -. a; requires
Vhe
-rTite-ofI a-te ears 

.us 
ing and other adiustne:ts (XV) 

12) Capita' requirc..tic. (qI) 
13) Supervision CXI) 

11) Other foliow-un-	 . ....rc .efinanc

*Roa-=n nuerals refer to sections in the '"Reglaminto de 

Credito." 

http:SSal'.i2
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The loan application analysis done by CREDICOOP appears to be 

more than adequate. The analysis and approval procedure in

volves three stages: 1) Technical staff, 2) anager, 3) Credit 

Cormittee. 

The technical staff analyzes the following: 

1) Background of credit union - organization, members, 
services, etc.
 

2) Administrative capacity - qualifications of eriiloyees, 
facilities, accounting, internal control, delinquency 
control, functioning of co='ttees, etc. 

3) Proposed use of funds 

4) Proposed repayment plan and capacity for repayment 

5) Capitalization requirements 

6) Operational and financial analysis-profit and loss and 
balance sheet status for last tHree vears and projected
during term of loan 

7) Evaluation of zaranctees offered 

8) Verification of authority' to submit application and sign 
loan agrcement 

9) Reccraendaticns and conditions for loan 

To determine the degree of risk, the technical staff analyzes 

the credit union's delinquency rmort (allow,'able delinquency 

limited to 10 percent of outstanding loans), assesses the 

feasibility of the project, a d perforrns ratio analysis (loan 

amount is lii-ited to three ti-es credit union's c-n paid-in 

capital;and total debt, including new lon, cannot exceed five 

times credit union paid-in capital). 
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The analysis and recommendations are then passed on to the 

manager for his perusal and discussion. If there are changes
 

in the amount (manager authorization to increase or decrease 

up to 20 percent), tern, or other conditions sought by the 

credit union, the manager will discuss and work out an agree

ment with the credit union before passing on his reconmnenda

tioms to the Credit Ccnittee. 

The Credit Ccrmittee reviews the analysis prepared by the 

technical staff and the rec.-encation. before final approval. 

A loan contracp iirc.:ing al11 rerltinent con

ditions agreed ,:cn I) bcth the zuni.JIi.: JDC)OP. 

The invest:aent nage_ sun- :uti,-area Llcludes them 

process of in'esn.ent Iic. :or.--lati~cn ani review. Cur

rently about 39 percent z :e:Ter sh._res are uwested in 

tloans to crexdi unions, ncs:ly urban. .us available Ln 

excess of loan require:-.enti ate' prctuctive'e' invest i-n 

credit unicns, b~an~s, al2 sav ins and Icars, eaning inter

est, on at least cnC ac:cLtmr1, :-C :ercnt highe t:"n the 

standard rate because of the acc,'Lnt's L-.ortan.ce. ( c

,EDICCCP begins depc~its re:;lt the in:maIbilizin; 

tended promotional prograrn, a soec:ieu ret entage &il e
 

required in a liquidity reserv-'e to coVer cira:,ls. 

http:L-.ortan.ce
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Investment management also includes the cash budgeting process 

which, if adequate, results in documentation of all estimated 

cash receipts and payments during future time periods as well 

as opening and closing cash balances. At the present time, 

as noted above, CI=ICCP prepares only a global plan for 

sources and uses of loan funds. Next year, however, CT, ICOOP 

plans to prepare an overall annal projection for all antici

pated recbipts and payments. 

h. 	 Communications System 

An effective co.- inications svstem should perwit identificatin 

of 	all requlred Lnfor -ton ndhe e:c. nt StLoring, 

and retrieval of such nfor. a-tsn. A cc s-,3t2 a-icoN,'- an 

organization to ' bLe to :.t!v ts, restnd to .:i':nt ...... 

and to kepc p-ersonmel Lnfcrr.d ,f actio:t , : " " z"c 

It allows the inror.tion to be cha:mK II to :vc tt enec.s, 

and reduces the infor.atic: Lurden cn top :agcccnt s"a"f 

Finally, it -aintains r fcr l "..... n 

that can be easvily. accessed w',e.tn recuired. 

The system of extcrrnal cc"bycaticns tLed by J IdiLc relies 

heavilv on the fl--Id pr motcrs .-... o erscns Ln regUhlar 

direct contact ith the crecit ui s 7,-,'1h these 

visits, the prblems anl needs cf t r-i2 t are identi
fidadr •re CT C .- ?" anager,,nt. --c financial 

fied rcfooarde toand =10-e"ac t h 

statements prepared and, for---rded to 0TDICCDDP each =.nth 
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also serve as a key source of information. In addition, the 

cred unions are encouraged to contact CR DICOOP directly 

when assistance is required. It was stated that telephone 

service is available to some of the credit unions whiich repre

sents a more certain means of cofrrmication than the some

times uncertain mail service. A large nuzber of the credit 

unions are located in or fairly close to Astmcicn such that 

managers or other credit union representatives are readily 

able to come directly to CEDCCOCP's ,offices. 

CREDICOOP corn=.nicates with the -zu'itunicns laroly thuugh 

the use of circulars and newsletters. Abcut 60 circulars 

are prepared ari ! lv, noi -,., cr' i;unirs of f'-Ccing 

education courses and other 10.HDICCCP aZc.v.-";,S in hich 

they may wish to nart'cinat. ne"CCP' 

is prepared pericdically and contains fe.UrS ca -*,,Iit 
unionactiviti~es,. ",..-.. "...;rc , :--d tec>-ni:: a:rticles 

usiua related to ag"rt.ralcn. I nh ...... the 

qulity of the ne'sletter is hih, t:e iz-z'acc r-nv not be as 

great as mnticipated. During the ,. visits,I::d: 

most members couli on> va-:v. recall .ee;. coojdes 

of the newsletter, an-i r:.. ,actud :ot recall .... ,- th COn

tents. QEICOOP mnv wish to re'.-; tais :: :ncatcns 

approach to if an ........ "u. proilte:ne 

duce more ioact. .'a;- :h, fi1" nrCo:or5 are thc"az,;-

principal :r.ans to fcllo-o,.t cn "t.2wr:z:en ...- cat*cns, and 
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to provide any other additional information. In summary, 

the view stated by CREDICOOP management appears to be quite
 

accurate, i.e., there isno lack of information about each
 

credit union's activities and problems. 

The system for receiving and routing cormiacations ithin 

CREDICOOP is fairly adequate. AJ.i incoming coimuncations 

are dated by the receptionist and most are usually for.'aded 

to the manager for revie,.Th r _nag.er in turn %illfornrd 

the D"p-, hcead handl in that :_Itter.the comnzication to rtrnnt 

One apparent flaw Ln this .vstn.,is tr.t -.. ,r, .y 

spend time revicwing coc tn.. 2:ur.cticos.snot nued to 

receive. A system that .,ould route all c0-:::nicatons directly 

to the Depart:i nt head rcs-7o.s-ible for to :'itter could free 

up time for the manager for ot er activities. 

This relates to another area that could be irzroved, i.e., 

identifing the nfor.mation requird anagement for 

decision-making purposes. ;s a new, f .. l. s-v11 or_;niza

tion, information exc-an7e c:ur.-S '; ,,n. 

basis. Eac-h Dpartent d o:s" a hn,,o oi n:...rc.port 

.... .al.. Lr.-ni,-enot 

closely relate to r plcns mu -:fncwectives, it is 

difficult for th c na er to .... , ill ...........

of activities to the " .... i do 

ton. 
Thus, at the point reac.nin- t.e a.agor m.iCnc: a may 

not have all the required informaticn available to hiL. As. 

http:revie,.Th
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noted, the size of the organization is such that it probably 

does not constitute a serious problem currently. However, 

as the organization grows and becomes involved in increas

ingly more complex activities, an informal system of com

munications may not be adequate. A systematic identifica

tion of management information neuds and the implementation 

of a process to ensure that the required information is made 

available would be necessary. 

The 	current system for storing and retrieving nformation 

appears to be quite adequate. All personmel vith ,-cm the 

evaluation te=Ti worlcd -,ere able to esi obtain reuested 

information frcm the records and files. "he:c a.... ',d to 

be 	no instance csz,.ti., ........ One
 

rather .inor ch:an,;e that .cauld be imited Ls- -1 ,:;rtrol 

card that each staff e:--r fill in upncn r.-vng a 

Im-re 

u-d -

folder frc.m th-e file in cr'!er to be abl to easi. locate 

the folder at any time. 

In 	sumnarv, the cc--r.nications s'sten is essentially adequat2 

for 	current condit'ons. As soecified, a ni-ber of internal 

changes could be r.ade that .,culd i;qr.ove the system efficiency. 

2. 	 Services to Affiliates 

The following funci,:ns relate to ser.-ices provided to the affil

iated credit unions b;"CJDICOOP. 
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a. 	 Accounting 

An adequate accounting system for affiliates is consistent 

with the following: 

1) 	 Written easily updatable operating manual of various
 
elements of an accounting system
 

2) 	 General ledger, balance sheet and profit and loss accounts 
that provide all financial data at the time and in the 
format required for management control and decision
making 

3) 	 General ledger flexibly-org" nized to allo-,y far the inser
tion of new accounts in the appropriate places 

4) 	 Operates .,;ithin constraints l abilitiesof available eascanel 
and tiiP2 

5) 	 Is adaptable to all existing/prcjected variations in opera
ing conictions e.g., hnCi stiosng, nabe. azccut=ting, 
EDP, etc.) 

6) 	 Meets all financial reporting requireents 

7) 	 Requires at least ronthly halzncing o' subsidiary ledgers 
wit. general ledger control accounts 

8) 	 Incorporates cdail' reconciliation phvsical cash with 
cash control 

Alti.ough this service is generally adequate, the financial re

ports prepared based on this sosten are less th.an satisfactory. 

An 	accounting manual for credit uricn has bec. prepared in 

draft fora, but there is sore disagrecz-ent _nF CUDICCOP 

personnel as to .hether such a detailed 2 _nua1 ;,culd indeed 

be 	useful tc creit A h been tounions. cc-rittee cs formed 

study this cuestion and present reco:m"ndations to the Board 

of 	Directors. 



The current method for training credit union personnel is 

through a series of courses which deal with various aspects 

of the accounting system rather than attempting to cover the 

whole system in one course. These courses are as follows: 

1) 	 Basic - use of vouchers through preparation of monthly 
trial balance and other financial statistics 

2) 	 Intermediate - from mnthly statement through year-end 
statements (balance sheet and inccre/ernenses) 

3) 	 Accounting for marketing function 

4) 	 Private course (for one credit union) on various a-pects; 
taught if credit tiion persopnel have been changed when 
no courses are available
 

Written instructions are handed cut in these courses on the 

various aspects of the credit union :icccunting system. To 

date this approach ,.ns been :referr' to dis::ibutin: a cc=, 

plete manual. Te theor, is tIhat it al:c.s ccur7:e partici

pants to absorb t-"e c.:icn in a :-nre . ..- ::nnr 

and assure their udersandin- before p 22eue:;- ta :.noter 

topical area. ..\t the cc,-ieticn o. -ese courses, these 

written instructions can be assembled into a tTe cff ;,or-kg 

'manual ." 

CREDICCOP esti.nates h.t ..-cnc ".°th a high sc-col education 

can learn tle system in aoout four :-hcnths. For sc..erne 1-rth 

less education, tI"t ti-e Is increased to cne year. The fact 

that most credit unions use hind posting takessystemthe 
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somewhat time-consuming and sometimes results in books not 

being current. This problem should be partially solved, 

however', once a centralized accounting system is established 

by CREDICOOP using a mini-computer. The system seems adapt

able to this projected change in operating conditions due to 

its present standardization. The credit unions will still 

have to fill out details of every transaction on ccmputer 

input forms and may not substantially lessen the m.Cunt of 

time involved in bookkeeDin;. !io ever, ac-uracy should 

improve at the least, and fi:ancial stit2~ flts can he pre

pared more quickly and in a more readi>n? ua,, za..,,. for

mat. Imple:entation this s'stcn : pi! r.,ased in overof o 

the next tnwo years. 

The accounting system meets all the -inancialreporting 

requirements. It provides Lnfcr-,;ition ti.2 finan

cial statement format can . . ... e- .. ) for_".- ," .:'. ....

financial analysis, for mcni"orini .:....e:: . ..h of 

savings, for controlling the u ,i f- audits. The 

account classification ;as ,rce.ith s... ..nor excep

tions by the Department of 7c re;,Orts 

are submitted to C..DICC.r, us " :.1,nn a rep:enable t.er

iod. In fact, if these are u : "f the 

end of the month, the ranager receives a bonus :rc. JRICOOP.
 

However, the monthly financial statc-ent does not provide
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information in a readily accessible form. It is recommended 

that this form be modified as follows:
 

1) 	Inorder to give a truer picture of total assets and net
 
worth Ci.e., prevent overstatement): 

a) Accumulated depreciation should be shown as an off
setting contra-account and subtracted from total 
fixed assets to obtain net fixed assets. 

b) 	 The amount of loans estimated as unrecoverable should 
be subtracted from member loans outstmdin- (to obtain 
net loans). 

c) 	 The amount of accoLMts receivable estimated as unre
coverable should be subtracted frcm total accotmts 
receivable (to obtain net accnts receivable) 

2) 	 Lines should be added for total assets and total liabilities 
and "net income year-to-date." 

3) 	 Lines should be added for total i.CMe (credit balance)

and total exenses (debit balance). Eoth of these totals
 
should include mar.etin; inccne and expenses so lines
 
should also 'e added for these.
 

4) 	 Sales, cost o! cods sold and cross m7rgin on sales should 

be indicated; this :.ouJJ require pericdic stcck-taing or
estimtjon. 

5) 	 Line be for the -r.fit/lossshould added net for -i-nth and 
for year to dLate. 

6) 	 .irketing costs should 'e itcmized on he rtr.erse alcng

with a&L-t-istrati-ve and fina;ncial costs.
 

7) Leave rore blank :paces for credit unions wit-h special
 
types of operations.
 

These chnges snould give a clearer pictt:re of the credit 

union's financial pcsiticn and c-e.atina resulta as of the 

end 	of each mcnth to members, m.agmernt, and CJ.MfCCP. The 

financial szatemcnts resultdi from the :om-suteriod acccun-t

ing 	 system will likelv resolve most of these prcbles. Uhtil 



this changeover occurs, however, credit union level financial 

statements will remain cumbersome for analytical purposes. 

The accounting system does require a monthly balancing of 

subsidiary ledgers with general ledger control accounts. It 

also incorporates daily reconciliation of physical cash with
 

the cash control account using the "hoja de colecta." CREDI-

COOP does a surprise cash reconciliation of credit unions 

about four ti:es per year. 

b. 	 Financial Planning 

The financial planning guidelines for affiliates are adequate 

if they: 

1) IncluJe short-te! n "--- ""I =inesfons 

,whiclh Lnvolve c.,ratin; c- u et, g "::mdc!" ,', * 

2) Are co:.l!tel'" '-: cd.-. e:,;iv tn itohl" . 

3) Include all - ....... nrrf..,.-rs-_': neces
sary.
 

4) Are ccnsistent ,ih the-, l.... cti
 

" i
a) Co.-atible . Systa.'n 

b) Co-iatible ",,l-laic skills 

c) Perm'.It n.... cs iz'-ti ..- financial resources 
re/ir"- tc 	 7 Oa,. te DrOT==az.''rt''S -: n"Oic pi.nC 1 h _in -:7,Zf -,' c: ... .......

' -
d Z" tinciui~n~ :un~ :.. crera:g deficits 

are to :_ financed 

d) 	 Peit pcric,.dic control.and evaluation o' organiza
tional units' incce and costs 

e) 	 Require inclusion of all assi.u7ptions used in prepara
tion of annual budget
 

http:Perm'.It
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5) 	Include a self-sufficiency strategy (long-term financial
 
planning) for credit unions.
 

Uverali, this service provided by CREDICOOP is satisfactory,
 

except for one important deficiency, i.e., lack of ccmatibil

ity 	between the accounting system and r-he budget forat. 

CREDICOOP has designed a short-term (12 -wntku fLr:anciai 

planning form allo;,s credit toihich a '::0 p're-pare a ccm
plete ,£:,t ale~t:, Cahiu!lctt.pi : : :rtlal lan/
 

investm .'n.o',-n.,,_-.... ; ;Ce, ite : . 5 t Se.,5e La
 

csand 	 I-t= :;U: :; .n.i , Ct; it loirl 

repay.-.nt .L scurce :.L. tI-'L 	 that:i ef The reAc:r",*.: a 

separate f:ar:..:: ',1'epd fr pire.oring a c tc ca-h flow. 

This form . e .i... i..." presented in t'M 

courses "p:;caedb"'I."tC?-A 

-s 

get and 

Growth ?.-j't::s," a.2 ":'.-roF'ri:u ,c- ?'an." T..ese 

courses are tdt,:-h :zr ri .i eY!,t> 	 :- ::2 rs:tors. 

deal with hew :c p:. - " h::-.i:a .- iter txc 

achi-eve:.ent =5e p",xs. each c:Urc ==gers, dth 
participants data fr'z tcir credit "'icn eri.and 	prp.aro 

their cwn plans. 

The 	budget form is not exac:ly ccr,atible witlh the accotmting 

system. That 
is, the items on the budget form do 

http:repay.-.nt


-63

not correspond with general ledger income and expense accounts 

nor with the monthly financial statement form. Therefore, it 

seems difficult both to project from past results without sub

stantial recalculations and to compare monthly results ith 

those pIxjected. It is recomncnded that this form be made com

patible i.'ith the credit union general ledger accounts (or vice 

versa) and that the accounts on the form be placed in the sae 

order as on the month!} state:>nt. 

CREDICOP esti:ates that nami- gers with t,;o years of experience 

can prepare their o;.,buic:et, but those with less experience 

will probably ,,ed b fro- C_:i ICCCIP ard si:culd attend the 

courses menticrld an: r-, a" :ilc',-u- courses offered. 

It would alrear that in a ntnh.r of cz, s :~e finana plan

ning eidelinxsexist ar n t cc-,:n tih-e ,ithtst .vailable 

personnel skills azthe creiit unicn re.el. 

The operating bu!g,,ct ior. -- i:s ratr piecise esti;.-,tion 

of operating revenues needed to c:wer pren'tng expenses, 

since t>h y are prmJeieZed on a -cnhl'y boasis. initia! operat

ing deficits, if they" are ciassified as "sc:rt-. costs" are 

amortized over a nirIuLz, peric cf_ five years as required by 

the credit union rciei bve..ia.s (Article 32). 

In addition, as not a,%'ve the f.'-! n does noz allow for effec

tive estimation of the total resource needs and projected 
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sources of funds to support existing and projected loans. 

CREDICOOP stated that preparation of global cash floa projec

tions is taught in the courses mentioned. However, in the 

visits to credit unions by the three teams, no such pro

jections were available. 

The fact that income and expense projections are done on a 

monthly basis allows for regular control and evaluation of 

the credit union's actual incc. and e.,nses. Th:se are 

credit as . 

credit unions include a r:azbut" of distIn:ct :.ce :rrcas 

prepared for the uL~icii a ".o..-, 2.-" th2" a"y 

(marketing, Ln-put sp-Aies, etc.). (T :he re , F tn, bud

get form is c:trol r 3ct:-La1:.rth",, ,nterim: rno- incc:' 

and e.xpenses. " -ned r t". :rujec: . u'- to '.,, 

;t :7roictionstions for t r''-. .U... . t-I ;Cr,a:.e; T0: 

;i'e ,o zwccan be prepare on te. fro:t t-e f.-,. the 

c:: 1a'k each :ina ,-4':- t Isfront is , -c.'' t-e 1." ,sed. 
_._ ~_ "p;-adr'' ', - rccess could 

ks mentioned, t", enzire -cnir..; d 

be facilitated .akingthis a::oe with ,,;cneraiby oorm, 

ledger accounts. 

Theoretically, as a reuire ont registration, all ontial 

credit unions ,--st :orenare a :.ar. ,;ucn': -cl "- ann'al bu:dgct 

projections um to anJ in 1 1 

projected. CR=rCCC? ei:Ps ""X:P.... ::';"':.ou... arge to 

prepare such a 7ia, i...... a . to joLa ,-2C - iiit'hi 
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60 days of receiving registration. This allows CREDICOOP 

to implement its model plan which has been approved by the
 

Department of Cooperatives. This plan results in a series
 

of proforma annual financial statements up to the year in
 

which self-sufficiency is projected.
 

Hoever, in at least some of the sarple credit unions visited, 

it appears that even though these plans were prepared, they 

were not often followed. S-e :mo,-1ers cotld not locate the 

plan in their files. "Mo-st are !iL ' to Le outatd and of 

little practical usrc. ;!thou1h Uv coaca of .eY-Suficiency 

is strengthened by this exercise, :reo.i:-alat - benefits for 

the credit union could brealized 'by focu_;Lng on s...Ort-ter 

finncial planning. 

c. Credit Azi i-r-i" 

Two distinct pretense: are related to t.his service fction, 
both of ',h ;.ere beim, pr,.ided sa"i actoily.-n adquatboth.,u~ of. :-Vi adequate 

"'odel loan .... i :; Su in 

the deveopnent :cJku't.. ... - . " har. 

folio - ,' - ," *:r;ue that: i ..... 


the use of available l"an tu...: ......
c 

needs and does nat'c _-c t:.e ,-e .
 

process mast be fully c,,-zible tu -'n
A 

portfolio mranagement" process and reviewcd >,eriodically. 
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CREDICOOP has developed a standardized loan portfolio manage

ment and record keeping system consisting of a set of stand

ard record keeping cards for agricultural and urban loans 

and a delinquency control form. Training programs provide 

instruction on loan record keeping and procedures for dis

bursement and repayment of loan funds and on estimation of 

loan demand. 

To assure the appropriate use of loan funds, the loan appli

cation for agricultural or other production loans requires.
 

an investment plan. This shcws total esti.ated and procosts 

jected income, the amount of loan requested, and member's 

contribution to project cost. in addition, an agric-ultural 

field assistant surveys the project feasibilit)- and estimates 

the applicant's debt/equitv status. Together the farmer and 

the field assistant determine ii the loan amont solicited is 

in fact appropriate to the projected need, :.,hether the debt 

can be serviced and if there is adequate collateral. The 

application for an urban (non-farmer) loan reouires a state

ment of the proposed loan's purpose and amount, bor-rcwer's 

credit history and salary, estimated paments, arnd g-arantees 

offered. 

The loan portfolio ma.nagement and reccr! keening process is 

compatible with that of CREDICCP, since it is basically a 

simplified version of that system. The forns have been de

signed and produced by CREDICCOP, which assures standardization. 
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Generally, this process is reviewed at least yearly by the
 

Boards of both CREDICOOP and the credit unions. Any changes 

are 	usually made on the basis of Credit Committee recommene

ations.
 

The second process related to this functional area, "standard 

loan policies and procedures" results in the development and 

documentation of standard or model loan policies and proce

dures for credit unions which contains at least certain key 

elements. These policies and procedures must be consistent
 

with relevant legal, cultural and risk constraints and with 

the 	skill levels of available staff, and should be period

ically reviewed. 

Mdel loan policies and procedures for credit unions have 

been developed by CREDICOOP and distributed to all affiliates. 

This model contains the follwing critical elements: 

1) 
2) 

Eligibility requirements 
Application formats 

of aplicants QVI)* 
forms prepared 

by CREDICOOP) and procedures (IV.2) 

3) Permissable use of IaoLs 11I.1-6) 

4) Required records (1,.1) 

5) 	 Loan application analysis procedures (1".2) - also are 
various courses for ccdit co--.it..ee trm.e-'ers on how to 
analyze loan applications 

6) Approval procedures (P.2) 

*Roman ntrnerals refer to sections of the 'yodel de Reglamento 

de Credito." 



-68

7) Permissable loan amounts (IX), terms CV), 
interest and

commission rates (X)and guarantees (XI)
 

8) Contents of loan agreement (including disbursement con
ditions) (IV.3) 

9) Collection procedures (V)
 

10) Refinancing and other follow-up adjustirents (V) 
11) Capitalization requirements 0(II)
 

12) Monitoring of loans mnde (XII)
 

Since this model ispatterned after CR-DICOOP's c-wn loan
 
policies and procedures, it is equal.ly sp.ci ;fic and 2etailed. 
It provides .-.ore than adeq,lx., ,:ilince ".i:br cr unioas. 

The guidelines includS pecify 

the required ratio bet,en shes '!Z; ":..t 1 
(5:1 in the case cf , ric""ttrilcans) .L". the n-rccc:ire
 

for application anal:ysis. 
 The .a>vsi5 ore:; ili is com
prehensive ard involves three stages: 
 I Fcr -I.. i ural
 
loans, visit to -rziect by th, 
 as-.istant
 
to ;'erify 
 infor .aticn ;) A-:Ui',s5 ':ina:*,r; Anas and 
resolution by credit ..... loan -eli-;,s -,dproce
dures based on the -cdel are taught in ;7aric::s cCurscs offered 

by CREDICCF an-d arpear to be consistent wi th the ski1 levels 

of credit union r"rscnnel. 

These model policies and proce- ires are r...ewc abcu: once a 
year by CRDICCCP. 'hen the CRDICOCP Credit Cc.ittee changes, 

http:equal.ly
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1 

they are generally reviewed again. Training course partici

pants' views are used to determine any needed revisions.
 

d. 	Stabilization Fund
 

The "stabilization fund development" process results in the
 

documentation of policies, procedures, formats and forms
 

necessary to establish and operate a stabilization fund/share
 

insurance program. The program typically should be able to: 

1) 	 Stabilize any credit union in severe financial difficulty 

2) 	 Repay all shareholders of liquidated credit unions 

3) 	Separate fund from national association'regulatory agency
 
funds
 

4) 	 Relate premiums and fund size to nmvement grouith and pro
jected risk levels 

CREDICOOP's stabilization fuid ..-as established in !977. There

fore, it has not been operational lcng enough to nect xYost of 

the minimal outccmes sta.:!J above. As of z_e t of the 

assessment, no funds had been -et asid for - stbilization 

fund; and in fact, it was not listed in the current plan of 

accounts. T'nus, no resources ary yet available to provide the 

indicated financial assistance.
 

A policies and procedures statement for CREDICOOP's stabili

zation fund has been prepared. This statement covers the
 

following areas:
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1) Use of the service 

a)	Non-financial assistance (e.g. provide temporary mana
ger to resolve problems)
 

b) Financial assistance
 

(1)To establish financial solvency (primarily by loans
 
to solve immediate problem)
 

(2)To re-establish financial solvency in combination
 
with other objectives (e.g. formulate plan for.,..
 
achieving financial stability)
 

2) Factors and criteria for use
 

3) Application process
 

This statement is not very detailed and provides only some
 

general guidelines for the Stabilization Ccmittee and credit
 

unions. So far as is know no fonats (3 .g. mcdel agreement)
 

or 	forms (e.g. application hav:.-et been Itao) siznt d. 

also appears that no policies an or haveprclceures ',.en 

established for the i7unagement r.nlinvestment of the furnd. 

Presurnably once the fund is -a-itali.-1 at so.e :itial mi.Lrn 

level, these kinds of guidelines a:d mterals -ill '.'elcpcd. 

The fund is to be capitalized by: 1) an aliocation of 25 

percent of annual dues inccme, and 2) a charge of 410 per 

member. The first allocation is scheduled for December 1977. 

Activities normnlly undertaken by a stabilization fund, e.g.,
 

buying credit union loans, repayn- m-erber shares, etc., will
 

eventually be performed. However, the i.ediate Cbjectives
 

of the fund relate to a strategy desigred to revitalize those
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credit unions with serious delinquency problems. This
 

strategy includes:
 

1) Agreement on a long-term repayment plan between the
 
credit union and the BNF
 

2) During that period, CREDICOOP makes interest free loans
 
from the stabilization fund to the credit union to:
 

a) Provide capital to lend to its members
 

b) Cover operating expenses
 

Although no estimates of the capitalization required to reach 

a level adequate to meet expected contingencies has been pre

pared, we do note that many funds relate to a specified per

centage of movement savings, e.g., one percent of total shares. 

CREDICOOP's present mand capitalization method vuld never 

attain this level, since it is essentiall'.' tied to ,w.2ership 

which is a linear growth functicn, while savins growth is 

curvilinear. ,e recoz:nd, therefore, that the aiccation
 

method to the stabilization fund be tied to savings rather
 

than membership growth.
 

G.EDICOOP: The total amount of dues for all programs
 
is already quite burdensome. it is estiLnted that an
 
a per capita basis, credit union members in Paraguay
 
pay three tines more in dues thtan U.S. members. Money
 
paid in for dues reduces the a ount of ,:u.dsavailable
 
for income-prcducing loans for each credit union. Thus,
 
it is currently infeasible to increase dues assessments
 
either for stabilization -r other purposes.
 

In addition, part of arnual dues incc.e, of which 25 
percent is allocated to the Stabilization Fnd, is based 
on movement savings. Each credit union pays .5perc,.nt 
of its savings for annual dues to CREDICOOP. 

http:perc,.nt
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TABLE 3
 

STABILIZATO4 UND PROJECTIONSCs) 

6/77 6/78 6/79 6/80 6/81
 

1. 	Savings (shares and
 

deposits) cumulative 

a. Urban 972,400 1,440,000 1,988.100 2,621,600 3,345,400 

b. Rural 810,200 1,155,600 1,658,700 2,334,500 3L457,506 

c. Total 1,782,600 2,595,600 3,646,300 5,006,100 6,802,900 

2. 	 Estimated Member Dues 
Income 2,882 5,423 6,620 7,916 9,333 

3. 	C.U. Membership-cumulative 13,552 16,946 20,686 24,736 29,166
 

4. 	 Allocation to Stabilization 
Fund 

a. 	2'5% Member Dues Income 721 1,356 1,655 1,979 2,333
 

b. 	010/Nember 1,076 1,345 1,642 1,963 2,315
 

c. 	Total (Annual 1,797 2.701 3,297 3,942 4,648
 

d. 	Cumulative* 1,797 4,498 7,795 11,737 16,38S
 

5. 	Allocation/Savings
 
(4.d - l.c) 	 .101% .173% .214% .23-11 .241%
 

*The cumulative total of $16,38S is the maxinm amount that could be generated. Actually 
this total will probably be less if the recuperation of loans made to credit unions is 
not 	100 percent.
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e. 	Institutional Development
 

CREDICOOP is performing in an outstanding fashion in this
 

functional area. It surpasses the adequate level for all
 

processes related to this function. Since this area is crit

ical to the effective development of viable local level insti

tutions, the excellence with which CREDICOOP performs these
 

processes has a markedly positive impact on the entire move

ment. An increasingly greater number of local leaders and
 

managers are able to perform their respective functions in
 

an adequate manner and are able to assume more sophisticated
 

activities.
 

A brief review of CRDICOOP's program will illustrate its
 

thoroughness and effectiveness. As noted in the section
 

describing CRE-DICCOP'.. program planning --nd evaluation 

activities, a yearly evaluation is made of each.a:-filiated 

credit union. The information obtaindc describes how 

well the creit nion is rerfcring eac o7 its macr func

tions and how successful it !,as been in reachir'g projected 

growth targets. Problems are i:entified, along with poten

tial training needs 'bythe CP=_ICODP fiehd,,,orker, inconsul

tation with the leadership of the credit union. Tnis infor

mation serves as the basis for C=RDICCGP's deveorment 

program vis-a-%is each credit Lion for tne ,.ear. One 

innovation that CRDICCOP is attermting to int-cduce is a 

method to specify precisely the t e and amount of technical 



-74

assistance that CREDICOOP will provide to each credit union 

during the year. All needs it can efficiently meet, it will 

do so. For all other needs, it will attempt to make arrange

ments v.,th other institutions to provide the needed services. 

In this manner CREDICOOP: a) can develop a plan specifying 

he types of services itwill provide to each affiliate, and 

b) does not become involved Ln activities not within its 

scope of competency to provide. Tnis "contract" approach 

will likely be implemented for the year beginning January, 

1973. Certain charges for servic'es will be Lmplemented after 

the first year of operation. 

Some of the needs identified are met not through formal 

training programs, but through on-site assistance provided
 

by CRDICCOP staff, usualiv the prcm:ctors or accounting 

specialist, to the credit unicnstaff and, or oadership. 

Most problems in bcckkeeping, .ersennel, and office ac.nn

istration are handled in this fashion. For prcbhems conon
 

to several ccoierat. s the Education Derartent of CRI-


COOP prepares specific training programrs. 

An example of the needs identified and =REDICOOP's response 

can be obtained from the training courses offered during the 

12-month period ending June, 1977, as follows: 
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1) Credit Analysis II - N
 
2) Risk Management - N 
3) Credit Analyses III - N
 
4) Agriclutural Machines - N
 
5) Extension Methods - N
 
6). Exporting - N
 
7) Technical Assistance - N
 
8) Accounting - N
 
9) Board of Directors - R 

10) Supervisory Committee - R
 
11) Credit Committee - R
 
12) Education Committee - R
 
13) Agricultural Planning - N
 
14) End-of-Year Closing of Accounts - R
 

n - national courses
 
r - r.,gional courses
 

As shown, both national and regional courses are provided 

depending upon the scope of the need identified and the most 

effective means to provide the traiing. CPEDICCOP maintains 

a file on each training participant listing the courses pre

viously attended so that persons of a, oroxi7- el" equal skills 

and experience are brought into tlhe sameun training programs. 

By so doing, precise performarnce-based training objectives 

can be set for all participants. lh.ojective appears to 

serve as the operating guide for develoc..nt of the training 

curriculum, schedules, and subsequent evaluation. 

The materials developed for the courses appear to be very
 

effective, making use of prepared problems, case histories, 

dramatizations, and the CRIDICCOP Came. The latter demon

strates the ingenuiry and resourcef',Lness of the CREDICOOP 

staff. A board game which presents situations
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encountered in operating a credit union has been developed 

as a teaching device and has been used with great success 

in a number of training programs. In addition, lectures, 

group discussions, and individual work are used during the 

courses. Thrcughcut, participants are asked to solve pract

ical proble:,s related to the ccurse subject to demonstrate 

their progress.
 

So ,e, Lul. not all ccurses, have sc,-a- for- of exaainaticn at 

the conclusicn. Cci:'cnts about thu: course are also .asked of 

the participants. .PCr so:-, zcurses an evala:in 3urvey is 

conduc:eti iter *'sc C ; r-Eet ed, S., :i-Cnn ts, 

to d ie:al'..- .it: h- > C-'n : :-.l.,11 icn, t1'a. 

Trao-,- "r : t c... :'. :Az .c :',:?:'rL,' thc 

eirel y .,,~, .- .a..d ara .5 1..~~s %f 


CeV o4t , '. .. . . aL-Ai.- " ia'.s. '-,'cdid not 

-have an :It ; ; -'- , ccn

duc.e.i . .C t :.::f'" .. I~ticr.al-.av ...... fac

tors, bzh .c..'e .r2 a::.., . czns.re. The 

.o... .... s "t-C2 s t athia is. 

of C-.=CC.T's srnstareas. 

http:I~ticr.al
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f. Institutional Monitoring
 

This functional area includes those processes related to
 

inspection and auditing of credit unions.
 

An adequate inspection system results in comprehensive and
 

detailed documentation of tasks and associated procedures,
 

tests and forms. This activity isperformed satisfactorily,
 

although it could be improved in some areas.
 

Inspections are accomplished by a combination of field staff
 

and the various Supervisory Cojnittees of the credit unions.
 

No inspection guide for fieldworkers was observed during the 

assessment. However, a guide for credit union st. ervisory 

committees covers the following: 

1) Assessment of credit union bockkecping 
2) Reconciliation of cash a-d bank accounts othgeneral 

ledger accounts 
3) Reconciliation of m.er passbcoks .irh control accounts 
4) Justification of exoense 
5) Assessment or self-suffi status 
6) Corrliance with regulations and bye-laws
 
7) Exanination of ... : I; a Inrcns
 
8) Examination of loun suIortLlng dcc nts
 
9) Assessment of lcan delinquency
 

10) Examination of calculations o' interest and comnissions 
11) Pa-Cment of Lnsurance premi=s ans co,) lince with 

insurance policies
 
12) Verification of management reports to Board
 
13) 11orklan for Superisonr' Cor,.-ittee
 
14) Written summaries or inspections
 

This provides a basis for an inspection system. There is,of
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course, a great. deal of variation in the frequency and quality 

of Supervisory Committee reports. Some Committees do not 

function at all. Fiel vorkers generally try to visit their 

assigned credit unions at least once a month and prepare 

reports as often. In addition, the monthly financial reports 

from the credit unions serve as a means for monitoring. How

ever, as noted above, these forms could be improved substan

tially. 

The inspection system could be improved if the following ele

ments were added: 

1) Assessment of Board and member influence on management and 
detection of ii-rroper relationships 

2) Adequacy of internal control and risk management measures 
3) Assessment of adequacy of meeting management arnd dnutes 
4) Determination of adequacy of ccordJinaticn 1 -elated 

organizations,. and identification of specific problems 

-CREDICCOP has an extensive auditin s'y t:m v,,i tailored 

to credit unicn's needs. Hacn au-diz is d"iv i- an assess

ment ,z the a&rnListrative and acccun isn_.cc ot -: ... credit 

union. An audit work :rc;ra.-i 2 . r20 :uring lT97t and is 

still being used as a guide. Since the perations of the 

credit ,-ions have exmanded to nev; areas .such as sales of 

inputs and mrketing, detailed audit steps regarding these 

areas should be Lncluded in the prograni. The current work 

plan includes: 
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1) Cash verification with vouchers 
2) Bank statement reconciliation
 
3) Comparison of income with deposits
 
4) Loan portfolio analysis
 

- member loan cards with total in general ledger 
- sums on selected cards
 
- analysis of how selected loans granted
 
- repayment record
 
- loan delinquency analysis


5) Analysis of internal control systemCs)
 
6) Verification of cleques with vouchers
 

The final report format is specified and all the audit reports 

examined conform tc it. Judging by the content of the audit 

reports, the quality of the i.,ork is outstanding. Ihe reports 

are very thorough and cover virtually all aspects of the credit 

union's operation. Each audit report makes specific observa

tions and relevant recocmndation; where imrovemnts are 

needed to move towardIs self-sufficienc:y. After the audit there 

is a meeting amng the aoard, Superisorv Co.nIttee, auditor, 

and the fieldx.orker to discuss the findL.ts and reccn,endations. 

The audit report results are then incornorated. into the plan 

of activities for the fieldworker as well as for the credit 

union. 

The audit ftuction is part of the General Plan of Activities 

of CREDICOP. A "ontract system for audits has been used 
since the start of the auditing operations. To date 22 rural 

and 6 urban credit unions have contracted for those services
 

from CREDICCOP. 

One major problem has been the length of time required to pro

http:findL.ts
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duce the audit .report. In 1976, a total of 12 audits were 

planned and completed. In 1977, the pldn scheduled 18 audits; 

as of October 1977, 10 were completed, the reports for three'3 

others were in preparation, and the fieldwork for one audit 

was being done. Unfrtunately,this rate falls far short of 

CREDICOOP's own goal of one audit per year per credit union. 

In addition, the amended loan agreement with AID CA-ticle III, 

Sec. 3.02) states that no loan of AID funds may be made to a 

credit union with more than $30,000 in total assets unless it 

has been audited within one year prior to such loan. As of 

9/77, 16 of the 26 rural credit unions exceeded this figure. 

The great level of detail included in the audits currently 

precludes realization of this target .ith current staff 

resources. It is reco=.ended that a review of the audit 

system design be conducted to determiine ihat areas -ight be 

reduced in detail, leaving only those crucial to the credit 

union's development to be analyZed. Cne obvious approach is 

to separate the administrative portion from the current audit 

program and use only the financial portion as the formal audit. 

Administrative audits or reviews can justifiably be done less 

frequently. 

In summary, we find that technically thi.s fu:nction is being 

performed quite adequately. However, the use of resources 

appears less than opti-im, precluding the achievement of 

the stated targets.
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IV. ANALYSIS OF FARMER SUPPORT SERVICES 

The previous chapter discussed CREDICOOP services directed principally 

at the individual credit cooperatives. This chapter discusses 

CREDICOOP services related not only to the individual credit cooper

atives, but also more directly to the farmer members. Direct effects
 

on farmer yield and income can presunably be traced to the effectiveness 

with which marketing, input supplies, and technical assistance services 

were provided. Since a positive impact on small farmers is the stated 

goal of this project, CREDICOOP and the assessment team agreed that. 

a particularly detailed analysis should be made of these services.
 

Special attention was directed towards the marketing function, since 

it is a relatively new service area for CREDICOOP, one that is 

expanding very rapidly and has large implications for the viability 

of the entire agricultural credit system. Following the discussion 

on marketing, an analysis of the systems used to provide technical 

assistance and agricultural supplies is presented. 
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A. 	 MUAKETING 

The leadership of CREDICOOP views the provision of effective market

ing 	services to its member farmers as an important component of the
 

project. They argue that the delivery of directed small farmer 

production credit is a "necessary" but not "sufficient " condition 

for the development of Paraguay's small farmers; it must be 

accopanied by sufficient marketing support to ensure that they
 

can 	realize the financial gains made possible by the new credit. 

They maintain that the federation's partial control of the market

ing 	process not only allows member credit unions to enjoy addi

tional benefits derived f-rom certain econcmies of scale in the 

joint marketing of their products, but also provides a mechanism 

through which CREDICCOP can better ensure repayment of the original 

farmer production loans.
 

CREDICOOP has been providing marketing services to member credit unions 

since the termination of AID support in 1975 for UN1PACO, the organization 

originally designated to provide marketing sources for the project. 

At present OREDICOOP assists its member credit unions in the mrrketing 

of several agricultural products. These major crops include: 

cotton, tobacco, soya, rice, corn and to a lesser extent wheat. 

The 	first three are primarily exported, while the latter three
 

are 	mostly destined for internal consumption. As the attached table 

illustrates, CREDICOOP's marketing operatioLs have demonstrated 

remarkable growth in the first three years of operation, and 

marketing services now comprise an important part of the overall 
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CREDICOOP budget, accounting for 47.5 percent of its gross earned income
 

and 2.6 percent of costs.
 

TABLE 4
 

PRINCIPAL CROPS MARKRTED ThROUGH CREDICOOP 
197- 1977 (in000's Units)
 

1975 
 1976 19177
 

Kg0 a0 a0 
Cotton 1 762.4 50,759.8 1,366.7 62,406.8 3,889.6 193,189.5 

Soya 251.1 4,441.2 2,720.8 55,254.7 700.7 25,606.9 

Tobacco 8.9 456.2 191.6 14,779.2 72.0 3,245.2 

Rice 687.2 15,817.9 ... --- 512.4 6,876.6 

TOTAL 2,709.6 71,475.1 4,279.1 132,440.7 5,174.7 228,918.2 

SOURCE: Marketing Division, CREDICOOP statistics 

As the data illustrates, cotton marketing has played a major role in these
 

growth processes. Several reasons given for the dominant role of this 

particular crop have been: 
 extremely favorable price conditions in the
 

world cotton market during the last three years, relatively favorable
 

climatic conditions during the same period, and CREMCOOP's conscious 

choice to focus ma -keting activities on that crop.1
 

CREDICOOP: CREDICCOP points out that cotton dominates in marketing
operations because cotton is the major and mcst ivmportant small farmer 
crop. 

Cotton would dominate regardless of world market price. 'hile market
ing operations reflect the importance of this small farmer crop a para
dox exists because CPEDICOOP is prohibited from using AID funds to

finance the very crop of importance to almost all small farmers. 

To better analyze the operation of this marketing service of CREDICOOP, 

we have adopted a process analysis approach similar to that used in 

other sections of this report. 
Each process related to marketing is
 

IDomestic cotton prices, which are closely linked to wrld market prices,

increased steadily during the above period from 029 per Kg. in 1975 to 049.5
 
per Kg. in 1977
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analyzed individually, based on the data that was made available to 

the assessment team and that was collected during the field visits. 

1. 	 Planning 

The planning system used by CREDICOOP to guide its marketing operations 

is designed to produce a comprehensive and internally consistent plan 

which can be used to estimate individual as well as aggregate capital 

and support services needs for the following year. Under the system, 

all credit unions participating in the marketing program are required 

to submit credit union investment plans at the end of each calendar 

year estimating thair production and market activities for the 

fol'.owing agricultural season. These credit union level plans are 

normally based on individual farmer investment plans submitted 

earlier in the year as well as on data provided by the credit unions.' 

local leadership.
 

From these credit union-level plans, CREDICCOP draws up a "global 

investment plan", which estimates the aggregate volume and type 

of crops which will be marketed through CIEDICOOP and the approximate 

amount of financial support that will be needed for working 

capital, packing materials, etc. Utilizing the above inforaatiun, 

CREDICOOP then computes its credit and service requirements, 

negotiates additional credits from outside sources such as the 

BNF, and enters into marketing agreements with major buying 

houses and exporting firms ;n preparation for activities which 

will begin at the start of the agricultural year in September. 
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Looked at from a purely functional point of view, the planning 

system for marketing is more than adequate. It serves as a useful 

device to plan and coordinate marketing activities for the next 

year and involves all levels of the credit union structure in its 

implementation. The only question concerning this process relates
 

to the long time-lag -- generally eight months from submission
 

of farmer plans to the implementation of market operations 

between its initiation and actual execution. According to 

interviews with CREDICOOP personnel, provisions are made to 

update or modify the plan in the light of changing information, 

although there appears to be no formalized system requiring 

periodic update reports. Whether such an updating system should 

be ldopted, however, is open to argument. 

2. Contracting 

In a functional sense CREDICOOP operates as a marketing agent,
 

or broker, for its participating affiliate credit unions. It
 

arranges bulk sale contracts with buyers and ensures that
 

credit unions deliver their part of the bargain. it is worth
 

not ing that under the existing schane CREDICCOP does not
 

actually take physical possession of the produce; intead, credit
 

unions accumulate and store the produce, and when designated,
 

ship directly to buyers. This approach has its adv-ntages
 

since it not only spreads the overhead costs of marketing more 

evenly throughout the system, but also frees CREDICOOP's 

resources for use in other areas of the operation. 
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Wile it is true that CREDICOOP does not physicall_ take possession 

of the marketed produc ts it does assume legal responsibility 

for fulfilling the sales agreement with the buying house. Sales 

contracts are signed between the prospective buyer and CREDICOOP, 

not the credit union. 

These agreements typically specify the type and amount of crops 

to be delivered, the credit and transport services that will or 

will not be provided, and the approximate time period during which 

the agreement will hold. The sale price is normally not included 

and is ordinarily the daily wholesale price set at the date of 

delivery. 

To ensure that it meets this legal obligation to the buyers 

CREDICOOP enters into delivery agreements with each credit union 

affiliate. These marketing agreements establish the amount of 

produce that will be marketcd thrcugh the CRIEDICCCP system and. 

fixes the approxLmate pericd of deliver'. If the central organiza

tion is to supply additional services to its affiliates, such 

as transport or processing, they will normally be included 

in this agreement. 

In the team's opinion, CREDICOOP's system in market contracting 

appeared to be working smoothly. The process wras well coordinated 

and there seemed to be few problems.
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3. Financing 

CREDICOOP does not yet possess sufficient capital of its own to 

finance all of its marketing operations and must depend on external 

sources to satisfy all of its credit needs. The required capital is 

presently being generated from four major sources: its own capital
 

resources, COLAC, AID, and private firms who have market dealings 

with CREDICOOP. A description of these sources, the amount of 

their contribution, and the terms under which the capital is 

supplied is provided in the following table. 

TABLE 5 

PRINCIPAL SOURCES OF INIARKETING FUNDS 
IN 1977 7US7U 

SOURCE ANKT TERMS ANNUAL CCMISSIO 
($) INTEPEST' ETC (%) 

COLAC 300,000 8 months 10 4.5 

AID-1 3,000,000 40 years 2 

Firms 39,700 8 months -

Own Capital 
(1, 2) 51,063 

NOTES: (1) About 2/3 of these funds are to be used for production and other 

non-market activities
 

(2) As of June 1977
 

SOURCE: CREDICOOP financial records
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The $3,000,000 AID soft loan supplies the bulk of these capital needs;
 

nevertheless, U.S. government restrictions on the use of these funds
 

for the financing of both the production and marketing of cotton and 

tobacco have limited the usefulness of this source. Because of these 

prohibitions, CREDICOOP has been forced to utilize more expensive 

sources of capital, e.g., the COLAC loan for the 1975-1977 tobacco
 

and cotton years. In May 1977, the restriction on cotton marketing 

was lifted, thus somewhat easing the situation. However, the ban on 

using the 	funds for cotton and tobacco production and tobacco market

ing is still in effect.
 

CREDICOOP 	 utilizes the above funds to provide cash advances to member
 

credit unions during the marketing year which in turn are advanced 
 to
 
individual farmer members when they deliver their crops 
 to the credit
 

union. The amount of advance issued by CREDICOOP to each credit umion
 

is normally some fraction of the estimated value of crops that each
 

credit union plans to market 
 for the coming year. The typ.ical advance 

varies from 25-60 percent of the value of estirnated marketed production. 1 

No interest is charged on these advances theand only requirement is 

that each participating credit union agree to invest 	2.5 -erzent of the 

2value of that advance as share capital in CREDICOOP. 

In a similaw7 manner, the local credit union distributes 

these funds to individual small farmers in proportion to the local 

value of the product delivered or to be delivered. The 

1 CREDICOOP Ltd. 1977/1978 Global Investment Plan, p. 11. 
2CREDICDOP Credit Policy 
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actual proportion may vary considerably from nothing up to 100 

percent, depending ai the value of the crop, local credit union 

policy, and the dcgree of competition being exerted by local 

middlemen or acopiadores. No set overall policy governing the 

allocation of these advance payments at both levels has yet been
 

established by CREDICOOP. As a result, arrangements show 

considerable variation, sometimes leading to misunderstanding. 

Nonetheless, it can be argued that such flexibility may actually 

be needed so that instantaneous adjustments can be made in 

changing situations or when new funds become available. 

CREDICOOP's marketing services are directed through its Marketing 

Division with a work force of four persons including a director, 

technical advisor, and two assistants. To help pay the operat

ing costs of the Division, CREDICOOP charges participating 

credit unions a handling fee of 1. per kilogram of produce 

marketed throughthe organization. 1 Based on the projected 

budget for 1977 shown below, the income derived
 

from such a formula will be sufficient to cover the Division's
 

operating costs of 4,197,483 plus financial costs of 3,177,492,
 

by only a slight margin. Were any major fluctuations to occur 

in the volume of crops marketed due to adverse price or weather
 

conditions, some losses might result. 

1 The only exception to this rule is wheat for which a 0 .30 kg fee 
is charged
 



-90-


TABLE 6
 

1977 BUDGET ESTIMATES FOR MARKETING DMSION
 

EXPENSES:
 

Operating Costs 4,197,483
 

Market Financing Costs 3,177,492
 

Total Expenses 7,374,975
 

INCCOIE:
 

Marketing Commissions 7,750,000
 

SOURCE: CREDICOOP Budget Projections for 1977
 

While itseems likely that the federation will generate sufficient 

revenues to cover its marketing costs for this year, we would 

hesitate to predict that such a situation would continue in the 

future, given the noted volatility of world export prices for 

conodities like soya and tobacco, both of which CREDICCOP 

markets. Moreover, in spite of the prediction of a strong world
 

market for cotton - a major CREDICOOP catmcdity - for the next 

few years it is uncertain whether Paraguay and CTDICCCP will 

be able to maintain their present market share in the wcake
 

of increased competition from low cost producer countries such
 

1
 
as Turkey, Sudan, USSR, etc.


1 U.S. Department of Agriculture, 'World Cotton Trade Union 1975/1976
 

U.S. Exports Slip for Second Year", Foreign Agriculture Circular
 

FC 1-77 January 1977
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The federation's efforts to finance their marketing operations 

at this time appear adequate; nonetheless, based on its own
 

projected value of marketed goods, CREDICOOP will probably require
 

additional capital aside from that which itpresently has to
 

support its activities by 1980. The probability that this
 

additional capital may not be supplied at the corpessional rates
 

of the AID loan, however, seems high and if so, would have a
 

significant effect on costs related to the financing of marketing.
1
 

4. Packaging
 

Virtually all marketed crops are packed in cotton or jute bags
 

at the credit unions to facilitate easy handling before shipment
 

to the buying houses for ultimate sale. Packing materials for
 

raw cotton are generally supplied by the buying houses, but
 

due to delays in return, CREDICOOP is presently recc nending
 

thatcredit unions purchase 2S% of their cotton bags with their
 

own funds. Packing materials for other projects are generally
 

provided by the individual credit unions.
 

Interviews with credit union officials at the local level indicated 

that the cost of a typical jute or cotton bag varied beween
 

150 - 160 per bag. Considering the short use-life of these
 

bags approximately twqo years - this implies that packaging 

constitutes a sizeable expense to some credit Tions. For example, 

utilizing 1976 statistics and the above cost per bag, each 

lIf you assume that CREDICOOP's working capital requirements for market

ing will amount to 50 percent of the value of its projected marketed
 
production, then by 1980'1981 capital demands will far exceed existing
 

resources. USAID/Paraguay Revised Project Proposal, p. 61.
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participating credit union spend an average of 0 164,125 for packing 

materials in that year. 

The two principal problems affecting this marketing process appear 

to be the delays experienced by credit unions which must depend 

on buying houses to supply them with bags and the short use-life 

of the bags themselves. CREDICOOP is currently attempting to 

solve the first problem by providing redit unions with credit to 

buy their own bags and, more recently, by arranging for the 

importation of cheaper packing materials frcm Brazil. The sdcond 

problem, however, has only been partly addressed. The import

ation of cheaper packing materials for sale to participating 

credit unions will serve to reduce the variable costs of marketing 

at the credit union level; nevertheless, there are other measures 

that CREDICOOP has not taken, such as the improvement of control 

and accountability procedures in the handling of these containers, 

which might further reduce costs due to theft or excessive 

maltreatment. 

5.Product Classification
 

The Marketing Division of CREDICOOP has established a set of
 

product classification standards based on buyer requirements for
 

use in the grading, classification and pricing of products
 

received at thecredit union level. To ensure that these
 

standards are enforced, CREDICOOP provides periodic training
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to relevant credit union .employees in the use of these norms in
 

product grading and pricing. Any changes that might occur in 

these standards are usually published in the federation's bi

monthly bulletin to the credit unions or later incorporated 

into scheduled training courses for credit union marketing 

personnel. 

The key individual in the marketing operation at the local
 

level is the credit union warehouse clerk who receives the 

product from the member, classifies it, sorts it,and ensures 

that the farmer israid a price which reflects the quality of 

the product which he aelivers. Once the warehouse clerk 

accumulates sufficient volume and selling conditions are 

satisfactory, he and the credit union manager arrange for the 

product to be shipped by truck to the buying house. There, 

the product is weighed and classified a second time by buying 

house personnel and the final selling price is fixed. 

Based on our own analysis, the above process appears to have
 

suffered from three major weakesses: firstly, until recently, 

CREDICOOP has had no way of accurately checking the validity of 

the reclassification conducted by the buying house, since it 

required the use of humidimeters and other measuring devices 

which CREDICOOP did notpossess; secondly, though warehouse 

clerks seemed to be familiar with classification norms, they 

had only a general understanding of how to apply those norms 



-94

in actual situations, implying that there is still need for improve

ment in the clerk's training program; finally, it was also apparent
 

that the product classification system did not extend doin to the 

farmer member level. Farmers interviewed know relatively little 

about how the classification system operated or aboot the advantages 

storae teclmiquesand disadvantages of utilizing proper on-farm 

and pre-classification pressures to maintain product quality and 

reduce shrinkage. 

CREDICOOP: CREDICOOP checks the validitv in two forms. 
It has hired proessional cotton graders to do such
 

checking. A local credit unton elovee ;oes along with 
each major delivery' to check the gr.adin., prccess. They 

can and do c..-lain ,en grading is not agreed with. 
i: a;reem.tent is notCRFDICCOP will enter the picture 

reached on the local level.
 

CREDICCOP now iis htuaidmneters. 

CREDICOOP's recent purchase of precision hand testing equipment 

is encouragLng and shcu2f assist :I L.,ro,'in the acvcracy of 

e'.<. arJ. u.: verifigthe grading pr:cess at the cr:nit 'ica 

buyer classification ar-cfdures; v.er, -,ch ".0rk needs t be 

done in the area or tr:ining project particii.:.ts " 

tion of better grading and storage- ethcds at the arenonien 

farmer levels. B) placing =ncre'ses ec hasi s .n -'rKUCt. atnii 

of production, thus i-morovLng 7,FDIC2P'smrketin;Csition at 

the buying houses. 

CIREDICOOP: Pre-classification at the farmer level is uch 

more complex than it seems in the absence o' cmlete 

http:particii.:.ts
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vertical integration. Early project documents spoke about
 
the considerable advantages of a credit union's p:--class
ification that seldom occurred nor did any benefits pass
 
to the farmers. As long as the process is not integrated
 
and parties with non-identical interest are doing the class
ification, too much risk is built into paying a premium for
 
quality or even indicating that one may be obtained. This
 
is true since it is the final classification that counts. 

6. Storage
 

As mentioned previously, CREDICOOP does not assume physical 

possession of its affiliates' prcduce; instead, crops are
 

accumulated and stored at the credit union level and then
 

shipped directly to prccessor, buyers or ecrort.r by the
 

participating credit union. The theory behin this procedure 

is that it helps spread the overhead costs of rmiciale 

keting more evenly throughout tne systc:z, thus-ailo,.,'ing the 

federation to concentrate its efforts on the overall r.nage

ment and coordination -f th._ 7nrletin,: 3peration. 

All but one the credlit u iarziciratiof :' -1nicnsthe marketing 

program operate storage .,arehcuses, but as th. faOic;.ing table 

reveals, only one third of these are actual.y ..ned Iy tleI 

respective credit unions; the ,,abt majority are rented. Total 

crop storage capacit." (as neasured in metric tons of cotton) is 

now approximately 2,400 :etric tons.
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TABLE 7
 

M2BMER CREDIT UNION
 

PRESENTr STORAGE CAPACIIY 

.ETRICTONS COINO,
 

(1977)
 

CREDIT UNION CAPACITY (MI) OWVNERSIP STATUS
 

Acahay 100 Rented
 
Artigas 100 Rented.
 
Barrerena 100 
 Rented
 
Bogado 80 Rcnt.ed
 
Caguazu Poty 100 Rented
 
Carapegua 100 Rented
 
Carmena S00 
 Rented
 
Coe Pyalhu 200 O.,ned
 
Copasagu --- ein Built
 
Coronel Oviedo 400
 
Del Norte ---

Itacurubi 30 
 C©,med
 
O'Leary s0 Rented
 
Paraguari 60 Rentet
 
Promocion 200 
 Rented
 
Quiindy 30 'ned 
Ro s a r i n a - - --
San Ignacio 50 Rented 
San Juan 70 Rented 
San Pedro ......
 
Santa Rosa 
 so 2,ned
 
Santani ---


Yaguaron 
 so k.,1ed 
Ypane 20 Rc.nted 
Yuty 100 C-.-ed 

TOTAL 2,390
 

SOURCE: Marketing Depar-ment Data
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A second major problem concerns the observed poor physical condition 

of many of the credit union - operated warehouses. Most of the 

structures are old and not idelly suited to multipurpose uses: 

the storage of farm implements and supplies as well as delivered 

crops of various types. Moreover, informaticn collected during 

the team's field visits indicated that many v.arehouses suffer 

from humidity and pest problems, of which "buth 1iCres shrinkage 

losses during long pericds of storage. Al! of the abeve conditions 

could be significantly fproved with cn sli .; :difioations: 

for example, by dividino warehouse :V)Saes into) rc.:a. o:bins 

which separate cl,t facliat .s. iitem and .- . ,.-

by the cement c"nn c,,rehouseof .:... ic:-:....; to ::ovent 

moisture seepage; by the ccnstnc-i-- of iittr drainage 

around the storag_,e struature; an- w te *,_ - :cti:a of l1,;

cost brick orcrmt irn ... -, .- ":U&at:L.. m 

to furnish lLnitoJ creditJ"; aud a-o 

affiliates for the aV*: rirchu :.. c0 .,-n.. :, 

storage facilities at cr,, : uno -;a fain e or 

instance, by the end of rla u).v,.: :;hd about197C 

4,500,C00 in credits for the c.nstratn :" :n , sheds 

and deposits. In additicn, a n ic ca... i" 2"-""P's 

marketing operation is re-invested to bela bui ut: the oerall 

storage ani ret -ifraSz.r...r.0:f t:e-, t it is also 

eviden ,twi to .- e a- greater in 

-this area if i; iS to keep pace 

market activities. To assis in that ,::rt the federation 

is currently seek."cg cutside su-pport sud negotiatLng with AID 

for an extra SSS,000 in local currenv-y project ftnds to be 

t:".. 
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used for improvement loans, to better existing facilities. 

7. Processing 

CREDICOOP does not normally invclve itself in the processing of 

agricultural products for market; for instance, raw cotton collected 

at rural credit unions is shipped directly to buying houses where it 

is ginned and the fiber and seed prepared for export or for domestic 

consumption., Likewise, tobacco ani food ins such corn, wheat,as 

and soya are also sent to wholesale buyers in the .Asuncion area for 

further processing or milling before final sale. 

The only exception to this rule recently La; been rice. In 1977 the 

federation took a more active role in the -recessinig of this crop 

and contracted directly to hlhive a .ar,c quantity of rice iiie. before 

final sale to local buvers th...u pr-cessor or c-ntr:;ctln' an~e

ments. The idea of t'his nilot c ation 

could further increase cre.i' uni,. nsr:.:er : ve:ue; . .. ln:" 

several steps in the murket-n chain. ::Lrtun:lti,, the ,x:-eri..nt 

did not yield the !esired .... " ... tr ,,- ..... " " n'ue :-

after Drocessng. er.cr,:e! igJdica. a tbefore and iiiDC,? v -. 

several negative factors r , Lve1 Infuenc: t. cutccnes,s ..,.ug ,en

the poor quality of the grain at ti-e ofc I '.st -a-k.- of adeq.ate 
storage space and consequent -.1z-idilt' roble.s _jfe 

__ 

-r , at t. arn 

and credit unions levels, --clays, ad lack ff overall
 

supervision by CREDICCCP L-i the processing of the grain.
 

Our interviews with CEDICOP staff indicated that the federation 
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intends to play a more active part in agricultural processing in the 

future, especially incotton. A direct involvement by CIZEDICOOP in 

cotton processing might prove lucrative, given the coaifcrtab].e profit 

margins of the local cotton processing industry &- d tax advantages 

which a CrEDICOOP-sponsored processing operation would enjoy. Never

theless, the weaknesses observed in the far-,mc.r-to-processor nexus 

mentioned in Section 5 and 6, the specific mangeen control problems 

associated with running a cotton procesling oraton, and the existing 

market power exercised by thetugestlarger ?.rcce'ors uh:z C.TDJCC'CP 

would do well to first conduct a detailed studye the ,c.c:tic feas

ibility of such a venture in order to estnbii;,h ":: , nd i:ie of 

processing technolo ,,<hih %,.Juld be best :.uite.J to , , i 

conditions and the federation's own o*:m.,:'3 rezcurc> cc~raities.-

It seems doubtful, at this e,.rlv" ta. e, tt CCCP .il need the 

services of outside ccnult~nts to ner-onr the no:e5ca'. 2rcunh~ork. 

In fact, there wrmld nanear to he an-,..ntare in fir.1t idenotving 

the key proble:7s in the rner-to-rrcessor Iin[,;:le ii in nsre fully 

understaning the econonics of ic.'i 'rccessin;; cr-ra tion, hefore 

negotiating a recquest ;o- outside consultant se.,ices. 

8. 	Transport 

Under the present narketing systcn, creit ,mi;n affiliates are respons

ible for contracting their own transrort se.rvices frcm credit union to 

buying house or processing- plant. Tne solo exception has been in Le 

case of cotton marketing where one of te largest buvers, Vargas Pera, 

furnished its own transport as part of the purchase contract. 1 

1CREDICOOP does not plan to utilize this type of arrane-ent in the coming
year due to problems it has encountered in the transport scheduling of cotton 
to the wholesaler. 



-100-


Transport costs have and will continue to comprise a major part of 

total marketing expense from the farm-gate to buyer. Almost all 
products are shipped by truck on Paraguay's highways, only some 

of which are weatherized. At present truck freight rates, which 

range between 4-10 percent of the farn-gate price, vary according 

to the condition of the road travelled as well as the distance 

hauled. Currently, there are about 871 1-s. of ashpalted roads
 

in the country and, depending on road conditions, costs may vary 

from 50/kg in the central area arcund Astuci,-n to 2.00/kg 

bet en Encarnaci6n and the capital. Sharp increases in field 

prices since 1974 have further influenced the u'.,ard trend in 
1
 

transport costs.


Lack of adequate transport infrastructure w'ithin the ccuntry has 

limited rarketing opportunities and led to high far'r-ta-mrket 

costs. CREDICCP's effort to , ter ccc-Iinate trck s'er,'ices 

have no doubt hei:ed reduce thee cc_.;. );ert>2 ,25,, t 411 

ohave to enter more z area t ,tn into this if to 

product shrika:,e losses due to tra.tsport deIa-:, and thus ir.-ove 

its market position. 

CREDICOOP is presently' attempting to L- rove transport flexdbility
 

by having Lrit individually contract all of their transport
unions 

services, therefore, reuaizng the n housesy-n; hver-de'endence 

for the prcvision cf transport se-.ices. in aditicn, it intends 

to establish a small S90,000 fund for transoort lrc.k
!ans
 

to began in 1978 and go t-hrough J= 30, 1991.
 

1 USAID/Paraguay Small Farmer Sub-Sector Assessient and Constraints Analysis
 
August 1976, p. 134.
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9. Communications
 

Marketing problems have been considerably eased through the
 

establishment of an efficient communications system between
 

CREDICOOP, its rural affiliates, and the offices of supporting
 

government agencies. The system has three major elements 

which assist in coordinating market activities and disseminating 

useful irarket inforrnaticn. They include: 

a. 	periodic mrketing training courses held for credit 
union functionaries, ustally istin; frc 2-S days 
each 

b. 	monthly and bi-mcnthiy ritten Iterals relating 
market infonnticn such as the ,-,inistr; f Ar i ltUc's 
"Informtivo sabre,.r-o" ,c" and the bi-r-nthly
 

CREDICCCP ntews letter
 

c. 	radio and telecc':cmicaticns such as the use of radio 
trans=itter/receivers to cc.rz,,n-.icate vwith creCuIt unions 
not serviced 1):,, services and theregu-r 

broadcastin a: a :o r iJ. a.icultural radio progream 
called "Surces dcl Prcreso" 

Interviews,-t r....n . .	 a:w, 1.:n-.-cticn-,.,rQ, 	 cur c 7 

of end-of-course cvahuatic:i ro r,_ea >i :,t Je courses 

have served as- a useful frnL ir the .I:icn <f-:.arket 

problems and hae prcvided t",e f ...... ;l'.i z -"bck 

on the effectiveness af certain coi, ;:'vas. et t ',as also 

av.e he.. on 


union fucticnaries the. en :-- hic,. 


clear that th ce courses larTe ..... . credit 

and not cn ...	 hi-ds
 

. . . since wa.-s 

the farmer level that we saw si cof a la.k cf cc r_--:icaticns. 

Mny of the fa.,ers intervieved drang cur field trips displa)ed 

latter observaticn -as .... sturbing, it at 

a general lack of kncmiledge of the short-and long-term advantages 
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of cooperative marketing, the importance of on-farm storage and 

pre-classification, etc.
 

Written materials conveying information on cornodity prices, grading 

standards, storage practices, and market scheduling appeared to be 

in use in all the credit unions visited. And while many interviewed 

thought -chat the documents were informative, others indicated that. 

the information was -:en presented in an esoteric styLe, utilizing 

a vocabulary and frae of reference Iwhich ;as cut of reac of 

many credit union functionaries. Radio and verbal cc::aicaticns, 

on the other hand, seei.ed to promote a usceil f I' . naticn 

between credit unions and the apex or:uuaticn, cd:?[c<C?, m, 

only disadantage of the latter .,as tiut it left :o ,ritten 

record in the credit union of the inforzution recei,'ed and 

transmitted. 

also made Lro.;ressi:zroin 

of internaticnal mnrket ."ati is needed to ,::,ctively 

CREDICOCP has -uch n the ailit-y 

-aor.at-c 

° manage its -t aAd :mor -:Itio;.' 

of this is tle fact that the :ar:et!;:r::te:'. 

to one of the leading Brazilian nero ".ffi':raal Jo Brazii 

in order to keep abreast of i-ter-otirnal '.e ts in the 

cotton, tobacco aind grain m-rkets. Also illstrative of the 

level of CREDICOP's development 'as been tae recent installation 

of a telex mchine to assist it in negotiating ex-port and 

cc-rc sales 
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import contracts quickly in response to market changes. 

The 	 efforts being made by CREDICOOP in the area of ccmunications 

have been impressive. 
Yet 	there still appears to be roam for
 

improvement. This is especially true in the do:sin of federation 

to faner And credit union to farmer relations. It is at the 

lowest level iThere the system munst be strengthened if the
 

federation is to maintain the 
 collective 1,i4 i 4-L-- 4"pprt d 


so necessary 
 to ensure the success of its mar'.tiUc', program 

10. 	 Market Development 

In 1974/1975, the first year c' CRI2T1CCCP's - ",-kr., aIi-iies," 

the 	federation marketed 0 71,.73,O00a airic,,tural aroduction. 

By 1976/1977 that value had .ore a,o a r 2,23,200. 

The 	miajor factor contributing to .... "-h'-he ';is 

favorable orice conditic ni t -2 .: ........ L, .,rv"
 

to stimurlate 
 me7ber cottcn :'rcucti n ,.'-:-' ;-,ro,,a-.,2 0J

of 1,762 metric tons in lh73 to 3,320 metric tons in phepresent 

year.
 

Today, cotton sales generate almost SS percent of te total
 

value of CREDICCCP's marketed producticn. 
 7e overall dominance 

of cotton in C.EDICcC 's market activiti-s .a not ben solely
 

due to the favorable 
 nrice cli-ate in cottcn. -iu Ztuaticrs
 

in the internaticna! demand ad - .. Oi-for 7CC 
 'S otier
 

three major exoort crcps - soya, tob.acc, dcorn - also had
 

an impact on the pattern of marketing which changed drmatically 

during the three-year period as the follmig table indicates: 
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FIGURE 1 

PRODU.T SHARE IN VALUE OF PRODUCTION 

MAET 'RLU CREDICOOP 1975 - 1977 

Value 
in 0 

(millions) 
250 

200 

cotton
 

100 
Sova 

Tobacco 

197S 1976 19 7 

The overwhelming importance of cotton in CREDICCCP's marketing activities 

raises some critical questions, occncrning: hstrength 

of the world market for cotton .n the .ort-, . ........ hilit 

of REDICOP and Paragu:ay to :aintain or -:aro.e ,32:." that 

market, and lastly, the r:ossible i71ac11tt a -:waLn.:,orld cotton 

prices might have cn CEDI~CCP's ar:-i lcanprcckx.:ion 0Mrketimg 

activities. 

With regard to the first question, world market conditions do 

appear to be favorable in the short-and world demandwrdiwl-run" 

for cotton products is increasLng Ln par-t due to produticvi shortfalls 

in major producer nations sucih as the United States and inpart due 

to the increased costs in the manufacturing of symthetic fibers. 
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How long this upward trend will continue, however, will depend on 

a number of factors far beyond either Paraguay's or CREDICOOP's 

control.1
 

Concerning the second question, Paraguay has so far been able to
 

mainta'in and even increase its share of the world cotton market in 

spite of its relatively high transport costs; nevertheless, some
 

economists have suggested that progress ih: this area will become
 

increasingly difficult as new, low-cost prcduiernin other develop

ing countries increase their output. 2 if, for exm.ole, there 

were a 10 percent drop in the orld narl:et ,rlce o cottcn, ar'Keting 

margins (the difference bet,.,een final sale price and far2-gate price) 

would fall by an even greater proporticn, rro:,.bly 29 aercent, 

given the present struure of cperatioprs. Si.ce it is rea:socable 

to assume that e-xport buyers ;,,-uld atte:,t to recower this o-crease 

by making proportional decreases in cottcn no cc:;, eurana:;etho end
 

result could be 1h.=,rful causing farmers to r,-uce cotton arczmction 

for the next vear and thus drastically :cduczg J.M.iCP's future 

marketing incom.
 

CREDICOOP could reduce its ex,.osure to this -,1e of market risk in 

a number of ways: by inmroving the "onrfketabili" f the pro'ucts 

within its c-rent market arotfo~io thrcuch :h -- ans as better 

1 U.S. Department of Agriculture, Forei .. riculture Serve, cM. cit. 

2. Food and Grain Institute. Kansas State Universit Evaluation of the 
Market System and Potential for Agriculture Products Ln Paraguay'

Report No. 61. Manhattan, Kansas, Februar 1976, pp. 136-143.
, 

3. Ibid. p. 89.
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quality control, pre-classification, etc., by strengthening its market
 

position through the gredual integration of product processing into its
 

operations; or by further diversifying the areas of crops marketed and
 

including other products with higher market potential.
 

Based on our analysis of the federation's marketing system there appears
 

ample room for improving the quality of products that are marketed through 

CREDICOOP channels. This isparticularly true in the area of establishing
 

improved on-farm storage and pre-classification syste:ms, and the better

ment of credit union grading procedures ain storag;e,2 f:h:ilizies. c10-1DICCOP 

is well award of these deficiencies and is actioncurrentlv toas---orate 

them; nonetheless, it does not appear to Le :ccus nc :uficient attention
 

on the correction of farrer-eve:l deficiencies .here .z:ile, yet 

beneficial Lmproveme2nts cculd'e Pt shouldI ade. :s e :edJ- th:,t
 

CREDICOOP ha.s beuen to exaniLne the :o iitv o-: : 
ertau-n
 

agricultural processing activitieios , to ;-is :.:irctin:, ,or:-tioo.ts 

strategy miht .,el i.orove CRLD[C?'? Cntrol :'rzt2an.tj:': and
 

value of the final Drcduct, but it night aso .d. to incre.sed :reble.s 

ifnot properly executed at the local level.
 

On the other hand, the federaticn ha, devoted few,of its resources to
 

investigating the benefits that 
it might reap b- diver.i 7in,its ,mar

keting so as to include other mnarketable pr-cucts -,,el asas ;entiaily 

profitable crops such as potatoes, tant-es, d greenoc,-roers. G anted 

there are manv storage a:nd tran-ort asci-t-d• 
t -se. 


perishable products; nevertheless, the activities cf other prcducer
 

groups in the marketing of these crops inplies that 
a market
 

http:rzt2an.tj
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for these high value crops does exist especially during the winter
 

months of June-September when a large proportion of the Paraguayan
 

crop is exported to nearby markets in Argentina. i
 

Certainly, any diversification in marketing activities entails 

some risk and would require a re-allocation of CREDICOOP's existing 

marketing resources. That risk would have to be weighed carefully 

against the risks of under-diversification and the benefits of
 

concentrating on higher value crops.
 

CREDICOOP: The marketing of these crops presents different
 
needs and problems. CREDICOa3 does selective r.iarketing and
selective financing. It has analyzed and used the reports
of others to dete..ine ,'hich crops to market. it is cnly
interested Ln mr2rketing those crops :,ire it can provide the 
same or bett r service to at the ::2a.mhers or lower cost 
r.-nd a .rofit :,ich is reasonable in rciazimu to thedo so at 
risk asstzred. ,tableS :irc a ..... rop tht Can 
yield high profits for a :e,;D rc;uI'Ce-S This is :nJeeJ the 
case with the Japanese w,'s ai-o are neter,. into tH
retail outlet level. H,.e'.'er, ., - cn: zther of 
small farmers be-an to vt-c , , t:sii local 
market in Paraguay ,-oulJ be over:'-p 1 " c

fall to -istress vls. In
 
Paraguay to Q i ' ..
ts-
 -
the border is closedI to :--* ... . ' cro-. 
CREDIC&CP in brief ha.; Uw!............... .... is had 

~~~~~~~~~.."-....... ;
acnaaI.. ......--..i......,.tc tr,2,..'..... -,.: : t,
actual e-o-ec ~ac 
into this a--, 3... r I it'. ts r su t 

but only ailteU :ew i t::: a: "reat risk. 
Time and rescurces soent -n '-'i tior- l investi'ation of 
this area a ,,=sunnecessary. 

Japanese farmr grc,.ms Ln areas near :suncicon ard Encarnacicn in the
south have been especially active in the produztion and marketing ofthese vegetables. No -.- be learned fromdoubt zh could a detailed 
investigation of the marketing and mrcduction teahniques utilized by 
these and other such groups.
 

1 
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B. TECHNICAL ASSISTANCE 

In 1976 CREDICOOP granted over 0 12,400,000 in agricultural production 

loans and an additional 0 66,300,000 in cash advances for product
 

marketing to its affiliates. As part of these credits, the org,lization
 

also provided technical direction, i.e., support services designed to
 

make these credits more productive and to ensure their eventual
 

repayment.
 

These technical support services focused primarily on iMproving the
 

production and marketing of several key agricultural crcps cultivated 

by Paraguay's small farmers: cotton, soya, tobacco and rice (and 

to a lesser extent coin, wheat and pidgeon peas). 'hile all of these 

crops received sine attentioin, the major er.phasis aa.reircd to be 

placed on cotton production follo.wed by soya, rice a:id tc'.lcco. 

According to CREDICCOP's 1977/1970 global inves-=ent plan, this 

focus is expected to be continued in 1973. 

Several members of the CEDICCCP staff indicated! That they were
 

somewhat disappointed with the effectiveness of their tcchnical.
 

support services. Utilizing data available frci e;rlier sazllo
 

surveys and inforrtion gathered frcm s7-il I :I r inte: %iews, k
 

attcmpted to determine if those Coinion s were, i'ee'd, c rect. 

In general terms cur analysis supported the view that the assistance
 

provided had helped produce increases in farmer inccs through the
 

diffusion of land-extensive agricultural technologies to s-:all
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farmers (see section on Small Farmer Impacts), but had not led to
 

any significant differences inper hectare yields. Thus, it
 

appeared that small farmers had benefited from some forms of
 

technical assistance such as marketing support and technical
 

assistance which allowed them to extend the area of land under
 

cultivation, but not from others which might have increased their
 

crop yields. Given the magnitude of C.REDICOOP resources devoted
 

to providing the latter type of assistance thuso results wcre
 

surprising; and hence, we will devote imic of this section to
 

a close evaluation of the causes of its apparent failure.
 

1.Organization 

Internally, the Development and Finance Division of CREDICOCP 

is responsible for providing tc-2'nical assistance aln training 

to member cooperative sta.ffs and-,! i11 :a.... " jc''evr, it is 

assisted in its activities by t-e..,-et v i,; , ich 

provides specialized ay-to-day sutxr to :t unicns 

participating in federation .aket in'.::-,raticns ::re Z>ec). 

The chief fmction of the frmer divis1n is to organize, 

control and coordinate all tec:ica! assistnce an! training 

activities for nember affiliates at tae naticnal, reicnal, 

and local levels, icluding those relate- to aricult-ra! 

production and marketing. The division staff ccnsists of 

a director and seven employees - an ampie nzber for the 

task - yet most lack sufficient production and marketing 
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skills to meet all of the technical assistance requirements 

of the program. To fill this gap, the division utilizes the 

services of personnel from other divisions such as the tarketing 

Division, from its seconded advisors, or from outside sources 

such as the Ministry of Agriculture Extension Service. 
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Under an agreement with.the National Development Bank at the 

Extension Service of the Ministry of Agriculture, CREDICOOP 

isalso utilizing the services of two seconded technicians, 

one from each organization, to help in the design of technical 

training courses for credit union staffs and in the coordination 

of extension activities between credit union field assistants 

and local BNF and SEAG extension personnel. As aan incentive, 

the federation supplements their agercy salaries withi a 

0 18,000 monthly bonus plus pays all per diem and travel* 

expenses associated ith their work. 

The key element in this system of tec!nical assistance at 

the credit union level is the agricultural field assistant. 

Each credit union participat-L. in the project is rc-uired 

to employ a field assistant -oassi" t t"It 

agricultural and sreetin: - ,c cre'.:Mt-er.ices unicn 

small farmer 7mers. Th::c ru...idoals..r, :hc .hief 

recipients of CRDCCCP-srcncrci to':ni:<i::a.;rithIrural 

production and extensicn ".'-',._ ".. . rk 

in close ccordination with lccal SEh.; ex:. n:sicn a.ncs. 

The organizaticn of te system is Jesi:-nd t3 :rcvide an 

efficient structure for channeling technical assistarnce dcwn 
to the farmer level. In a st,-uctural sens-, it see

-ut-a -,"sciit lites 

adequate because itallocates manv or the res cnsibilities 

of the operation to the credit unions them-selves and does 

not overly tax the limited personnel resources of the 

federation. Yet in functional terms, it does not generate 



sufficient informational feedback fron the farmer level to
 

serve as a check of the effectiveness of the various extension 

strategies employed. Agricultural field assistants do subiTdt
 

reports but these reports seem to focus more on the functions 

performedle.g. the visits made, the number of talks given,) 

than on the results obtained. 

2. Coordination with Other Govc=cnt Programs 

CREDICOOP's technical assistance activities are coordinated 

with other government programs through fornl a:recments 

signed between the fcderation, the .ational Deve em.t fank 

(BNT) and the Extension Serv.icc of th. >Lnir, of A'Criculture 

(SAG) which are the on!y other goverr-:t 2 lies i.volvcd 

in agricultural extensicit work in the country. Fhe to 

seconded technicians supplied I)%the F a: :U-G :erve to 

-concretize this reiaticashi anJ to "iacii[tat :c;.:::nicaticns 

between local BEF and SFi' rr;tnzat,e-, in :ne ieid, 

the credit unions' extension agents, and the' CFiCCP 

hierarchy. 

While technical assistance efforts appeared to be well 

coordinated at the CRHDICCP ievel with t.e sco:ded technicians 

performing a useful advison=. roe in the t'chnician trainLng 

of credit union persomnel, tacre wer, sigrt at t.e credit 

union level that this coordiation w'as lacking. In theory 

local SFAG agents are suposed to wor. closely ;--ith the 

credit unions' field assistants,providing them with
 

additional job training ,s well as assisting then in their
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agricultural exteitsion activities; nevertheless, interview€ data 

collected during, the team's visit indicated that in several cases 

assistance was sporadic and often did not contribute to improved 

performances of the credit union fieldworkers. 

There may be many factors which explain the poor execution of 

this process at the local level, such as the limited resources 

of many local SEAG offices, the lack of technical preparation 

of many of the credit unions' field assistants, etc. The 

remedy to some of these deficiencies -oay require considerable. 

time. Yet, in the teax's opinion, the time cculd be shortened 

by CREDICCCP's placing additional -.,mhasis on the ~rcmoticn 

of joint CREDICOP/S-C training exercises at the iccal level. 

Up until now such joint training exercises have been minimal. 

3. Technical Training of Exte-sin Personnel 

The level of technical training of senior C2ED1CCCP :erscnnel. 

involved in technical assist-rjce :. rs to :.' .are than 

adequate. Virtuall, all hav,e tinv v tir 

respective fields and ar-roar to 1.e able to .erftcr their 

duties satisfactorily. 

In contrast to the relatively high level of skills at the 

apex level, local credit umion staff involved in agricultural 

and rmrketing assistance are less well-pregared. Africult ural 

field assistants, for examipie, tend to be much ycunger 

and at best have only a high school degree. In addition, 



few possess the type of agricultural experience or training 

needed to become effective extension workers. 

CREDICOOP is aware of these shortcomings, and has taken several 

steps to upgrade the skills of credit union personnel. The 

two principal methods now used to accomplish this task are: 

a) encouraging local SEAG agents to provide on-the-job training 

to key credit union personnel such as the credit uLniOn's 

agricultural field assistant, and b) req'uiring that credit unior 

personnel attend periodic short ccursu organizod by C.=DICCCP 

in such subject areas as agricultural extcn:uicrn, ::'-rketin ; 

.d crop-specific production techniques. Te : mrthod, 

as was 	 has not ;...or.ed thuspreviously mentioned, 	 '.eul, 

requiring CRIDICOCP to focus muach of -;-s erorts Cn the 

latter technique. In :or C:d2CC.? spcnsored 

. . 

1976, 	 s:an-e, 

six national a.,d regional ccurses cn.: , przbec's1k:ir. as 

well as two m7-jor weel-lcni ccurse'sn c- c.cac and 

extension teciiques. All told 205 r--:-r ted. the 

majority beLing credit tziicn ttccnari -i -n ers, r t 

committee mem-hers, warehcu. clerks, and agricultural field 

assistants.1 • 

On the surface, the teclhnical training effort cf CREDICOCP 

seems adequate. Ccurses are well organi:ed, azten-nce levels 

are high, and end-of-course evalmtions are helci to measure 

1 	Development and Finance Division statistics gathered by CQ.A/GPO 
team during visit 

http:1k:ir.as
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the effectiveness of training methods. But, as of yet, the
 

federation has not developed an appraisal system which can
 

measure the effectiveness of this training at the operational
 

level; for example, there was no w¢ay of kncwing whether the 

formal training of agricultural field assistants was actually
 

improving their field effectiveness wit f-irnmer inenbers and 

contributing either to highei crop yields or to a better
 

quality of product delivered to the credit unions. 

4. Extension Methcdolof, 

The extension technique utilized by CRED:CCCP is essentially
 

package-of-practices :irprcach'" in .hich a tested md
 

recomended set of practices for a ;ncciljc c , .
 

from national .es.arc cent...rs 'ia
 

national and regicnai ''r:-r:r*.x; fiord
 

assistants and frr:n 7r0cu i:W"., it"
 

farmers via -r i ,id ;r or 'ist-nacically 

located de.cnstr.tion plots.
 

The extension methcclcg" has several uniouc features .hich
 

bear some mention. P.rst!'., itis f:oscU :oi-.ari> on a 

series of key crors rathc. han a singe cr.... . Ce cr'cps 

are cotton, tobacco, sc-,a and rice, each c: '...hich pliy 

critical roles in the .:".etin geeration's; .. strategy. 

A second feat-ure is that C3EDtCC7P has encouraged the foroation 

of regional sub-groups withLn the crcit unicn structure, 

called "ccnites por ccmpina", to expand the outreach of 
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credit union field assistants in credit unions with geographically 

dispersed memberships. 

A final characteristic of the CREDICOOP approach is that it 

requires the active involvement of the small farmers in planning 

and analyzing his participation in the project. This participation 

planning occurs credit union,at the farmer, and federation levels. 

The interested farmer joins iith the agricultural field assistant 

and fills out his agricdtural inves-_;ent plan several months 

prior to the start of the agricultural season. Te credit union 

management then develops its on "ccerati;e invest:z.nt plan." 

for the forthcczing year based on this Lndi':id, ,l infomation. 

Finally, CUEDICOOP fo alates its c, "!ctbal L-. .Znz-.n olhW' 

from the coopericive-level data it receives :rc= its Faici:at

ing affiliates. This global plan is ,sc by" C:DScc? :n 

to set training program pricrities, to : negotiatins ,ith 

buying houses for marketing go"xs, and to serye as a basis for 

estimating the organization's credit neds for the fc1lcJng 

year.
 

In performance terms, some aspects of the e.xt-nsicn, strategy 

seem to be working quite well. Judged by the grc-..-h in the 

volume and value of crops rVar7eted thrcuv:h t:;e systen ad 
from farmer interiews, the m.rketin' tecnical assistaze 

appears to be ielding positive results. 1 Like;,ise, evidence 

collected at three credit unions which shwc,ed increases in land 

I See Section on Small Farmer Impacts 

http:invest:z.nt


area under cultivation also indicated that some of the production tech

nology, particularly of the labor-saving variety, is getting through 1 

But, surprisingly, our own preliminary analysis of the 1976 survey 

results seems to indicate that this technical assistance has had almost 

no impact on crop yields. For example, sample data gathered in 1976 

implies that per hectare cotton, rice, corn, and soya yields of credit 

union members have changed little in four years in spite of a consider

able extension effort on the part of CREDICCOP.
 

The reasons for this implied lack of success may be several: delivery 

and quality problems may have 1Lnited the eifectiveness of some Lqputs; 

the package of practices prcmoted at the far..er 'eveln-0e ay been 

inappropriate to local farm, soil, and climatic conditics; or the 

credit union's extension agency ray have lacked Credibiit-,t in the eyes 

of practicing small farmers. 

Delivery proble:ms and quality probles related to :rcduct shrinkage 

were a frequent :_-cplaint at the cre'Jit t1cn evel. "tany of the 

credit unions visited, ca~ciaIl; thoz im'.Ve i :tt:; thacco 

production, hadl:2,cxneriened daLa>'s li' tac .rr.-a. :l :f seed, 

and insecticide .recver,3Ke';eralr tinputs. J-cr u:ri staf: 

members intervie;ed indicated that th- :.orc ac:¢:twitt reli

ability of som'.e of the seed fertilizer, anJ insctace::poie;. 

With respect to the second reason, therISis s.e ciuso tz ::el ieve that 

seed-fertilizer ccwbLnaticPs c-:rrntlv beLa; przn-tc-i bv CFJEDiCCCP may 

not be appropriate to local farrm, soil, an d cli-atic oonditicns. One 

indication of this fact vas the observ-ed low levels of fertilizer that 

IIbid
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were being used in cropping practices. While the increase inworld
 

fertilizer prices since 1973 definitely reduced farm consumption of
 

chemical fertilizers, itdoes not fully explain the low levels of
 

utilization observed during the te.qn's visits.
 

Several members of CREDICOOP's staff have argued that the low utiliza

tion levels merely demonstrate the lack of usefuLness of chemical
 

fertilizers as a method for increasing crop yields in Paraguay's
 

physical setting and cite as evidence a 1973 study cn fcrtilizer use
 

in neighboring Brazil.1 However, our o%,n ana-sis f tc at study sug

gests a different view. In fact, the study. s.2-:s tc .'.ytr low
 

fertilizer response in Brazil is cause-J izore by t e " -...... t",,
 

of the recorrtended fertilizer fomulas and .7r:cti;es to ezt:ic soil
 

and moisture regimes encountered than to the, ...... C;.
e. s;of chem

ical fertilizer themselves. A similar situaion ....2a'. in
xi.-; 


Paraguay. If such Ls Cr=-1C32P 1, _: Iethe case. 1,,. -.... Ia 

with the collaboration of th;, e:ue:;A :cn - ........ _;,ce a 

vigorous progran of fa5-level i--l:oi, as; n-aa . ailed 

evaluation of t-he effeCtiveness of ita n et.n . to. a 

longer term objective, C- C,'-.ht alsc "o::v ...... -a:" govcrn

ment funding in the area cf surplied , , r., research. 

CRJICQCP: Vany n.w a t th. 
of fertilizer used in Para ua,. .fter .-re o~n. a.-at ox 
this non-use cocms to Ie seen as aoprnrTiate :or certain 
crops such as cotton. For exa1cic, cotton ti -or yields 

INelson,W.C. and .ever, R.L. "Fertilizer Use a-d Agricultural
 
Development in Brazil," Economics and Scciolog" Occasional Paper No. 163,
 
Ohio State Universit o, Columbus, July 1973. See especially secton on:
 
"Factors Affecting the Lack of Response to Fertilizers," pp. 22-24.
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on non-irrigated land compare very favorably to U.S. non
irrigated yields and favorably to irrigated yields. U.S. 
farmers use considerable fertilizer while the Paraguayans 
do not. 

The Paraguayan small farmer rotates his crop to land ,ohicIL
has been fallow for several years. 

The article cited was not to demonstrate lack of usefulness
 
but rather exactly the point raised in the study which was 
that following recommended application rates resulted innon
economic use due to lack of compensating increases in yields.

In some cases yield went down since the recomended rate 
increased the already acidic condition of the soil.
 

The point being that reconiiendation to use fertilizer should 
be made on the basis of research which proves the plants are
yield responsive and that the increase in net inccme ill be 
significant and offset the increased risk. 

The third possible explanation, i.e., that the credit unions's agri

cultural field assistant lacks credibility in the eyes of ::.er taz-.rs 

due to his relative youthq, his style, or his lack cz . .. . in agri

culture may have also been a factor. 5c: of thc';e :r:;or5 i:',vi',', 

at the CREDICCCP and crdit union 1e.els i i- t. :rru: 1:-,-,2 s 

lacked confidence in thu ....... a tn - :!e. . 

assistants. Tis lack of trust' "-.- .th 

-hc' ':J ant . 

that CREDICCOP nay ave to t-ink sericuslv acut reising its require

ments fnr such positions. 

and lack of ..... of : is;i::an- " 

Unfortunately, the fcderation's present extension evaluation sste
 

does not generate encugh far..er data to determine te r--al causes of 

this poor perfLor,ce. One strenZ rcc,-,endaticn, the-efor, is that 

CREDICcOP institute an extension evaluazion . base.. cn "farmr

impact criteria" such as the change in per hectare yields, the alter
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ation of certain agricultural practices or the improvement in the
 

quality of product delivered, rather than on such measures as the
 

number of visits made, the number of courses given, etc. which say
 

nothing of the actual impact of the extension approach.
 

5. 	 Financing the Cost of Teclhical Assistance 

A key issue in all small farmer directed credit programs is the high 

delivery cost of such credit services. Many development econoists 

argue that the costs are so prohibitive that such prograas iill never 

be able to pay their own wuy. Perhaps this is .; , a. n,,,rzhc... 


better question to raise wuld be: which tv__of d5ley systanr is
 

the 	more efficient? TIhe C=EDICOP. sste, cLtitutes c. such system. 

How 	 effective is it? 

easuring the true economic cost of delivering snll fa,_.r credit is 

" a comlicated process and involves mann an "-ntic, . ;; wil! .;.eu.t
 

to do that here, but ratlier wilI cniv . to ,ix cnn the /"-'n ial
 

cost of opertin the sy.stem, s .i:t I :u us- ' -....
 

determinant of investor intrest. C:' "
 

costs that can be to r:.e prc.'s .7u'ri.:- >. ,. ... -ttributeit.ral 

services to _a par.. cipatin.; in h dirct : .. 

- All direct pe:c-nonel costs . " t-:e su-ort 
of its a ri, .....l .....ti-' re-: - ........ ncl 
ing any subsidi,-s c t e ,.i itvov ". the 
program 

- The costs of training courses provided by C=iCOCP to credit union
 
personnel on agricultural production an m.arketing prcbls
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- Per diem and travel expenses of all CREDICOOP personnel involved
 
in the technical assistance program
 

- Vehicle operation and maintenaice expenses 

- The estimated cost of local credit union technical assistance pro
vided, i.-. the salary and traveling expenses of the agricultural

field assistant.
 

No effort was made to compare the above costs with the costs of similar
 

technical assistance programs operated by other Paraguayan institutions.
 

Such a comparative analysis would be well northwhile, but, unfortunately, 

time did not permit us to collect the additional data. 

The cost estimate in the following table is based on several assuTmptions 

relating to the inter-divisional allocation of technical assistance 

costs-within CREDICOOP, farmer participation rates, and the L',Muted 

costs of seconded personnel, etc. They are presented as fcotnotes for 

the reader's information. 
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TABLE 8
 
ESTIMDATED 'FAMIE. COST OF AGRICULTURE
 

TECHNICAL ASSISTANCE IN 1976
 
(In Guaranies)
 

LEVELS AT WIICH COSTS INCURRED
 
CREDIT
 

CREDICOOP UNIONS(20) BOTH 
1. SALARIES, etc. 

a. Development and Finance Division 
b. Min. Ag. And BNF Advisors 

822,1901 
1,736,0002 

c. Marketing Division
d. Agricultural Field Assistance 

3,687,483' 
2,400,0003 

2. TRAINING COURSES 

Agricultural Production Extension,
Marketing 402,9754 

3. PER DIDES, etc. 
a. Min. Ag. and BNF Advisors 202,0001 
b. ;Marketing Division 315,0001 

4. TRANSPORTATION E?2NSES 195 l0001640 000 7 

S. COST PER CREDIT UNION 
6. COST PER PARTICIPANT 

7,360,648 
368,032 

3,525 

3,040,000. 
152,000 

1,456 

10,400,648 
520,032 

4,981 

Assumptions: 

1. 	Derived from 1977 CREDICOOP budget projections. Develotment and Finance Division
 
personnel contribution estLinted at 15 percent of gross salary costs of Division.
 

2. 	Seconded technicians base salaries were calculated at 051,300 :er 
 ,Lnt:h
which
would be equivalent to the approxLzte rcplaceme: o._cost
.. 	 11rin7 .:Iem ILlependently, plus the actual bonus ravnent of 013,000 mer month.
 

3. 	Based on an average monthly field a~ssiststt saia Of 010,000.
-


4. 	Based on an analysis of CREDICaXP training records for 1976.
 

5. 	Assumes that only 20 of 26 rural credit unions receive the bulk of these services 
(based on 1976 data).
 

6. 	Assumes that the average size of a tvpical rural credit union is 17. met:bersand about 60 percont of this nuber participate in the rog-r. (based on sampledata from 12 credit unLions). 

7. 	Assumes each ayudnte travels 5,000 -I/year @ 6.4 G per kn. 
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The cost of 04,981 per participant per year conveys little
 

information unless it is presented inmore relative terms. A
 

random sample of 1,482 credit union loans granted during 1976

1977 provides us with that reference frame. In that study, 

the average small farmer loan was estimated at 0 33,763. If 

we utilize that loan value as a base, the estimated cost 

comes to represent about 15 percent of the value of an "average" 

small fanner loan. 

It is true that the above figures do not include the imputed
 

cost of support time provided by local SEAG agents to the
 

project. We chose to omit this cost for tnwo i-major reasons: 

firstly because our field visits revealed that lecal SEAG 

agents presently devote little time to credit union smport 

activities, and secondly because it is dcubtful that 

CREDICOOP would ever have to incur this additional support 

cost itself. Nor.,'ithstanding th-e above, it isclear that 

the relative cost of this extr-a serv-ice to m-.all farmers 

is considerable. Thiether it cculd be further reducecd withcut
 

sacrificing the existing quality of extension provided is, 

of course, another question.
 

Presently, the movement is fully covering these "delivery 

costs'by means of several extractive mec hanisos. First and 

foremost is the 14-21 percent interest charge levied on 

all production loans. Delivery costs are further reduced 

through such mechaniss as tuition charges of frcn 0 200 

0 400 per person for participatin in CREDICOCP-spcnsored 
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training courses and through required capitalization on productiCa 

loans, etc. which serve to reduce financing costs. Finally, the 

system generates additional revenues and cost reductions through 

the 1 0 per Kg. commission charged on marketed products and by 

a second required capitalization on all marketing advances supplied 

by CREDICOOP. However, it should be noted the movement's 

ability to continue covering its delivery costs will depend on 

a number of factors, two of the most important being CREDICMP's 

ability to adjust to changing world market conditions and its 

ability to obtain additional sources of _heap capital. 

6. Extension Development
 

Recently CREDICOOP has begun to e-pand its technical assistance 

program to include other production activities such as fish 

marketing and family dairy production. Pilot projects have
 

been initiated at several rural credit u=ion to test the
 

feasibility of such tudertakLrigs, but it is still too early
 

to determine the i rnact of these actions.
 

The Revised Project Proposal also envisions C=RDICCCP entering
 

more forcefully into the field of prccessing, especially
 

the ginning of cotton the federation's principal income
 

earner. Yet, if the above plans are to reach ffruition, 

several major modifications -ill have to b- ade in its 

present technical assistance program. Not only -"ast O fDICOOP 

develop new technolcgy packages for the new agricultural 

activities, but it must also begin to consciously acquire 
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greater in-house expertise in the economic and managerial 

aspects of agricultural processing operations. 

Several of the persons interviewed at the CREDICOOP level 

also indicated that the present crop-specific focus of 

technical assistance may be too narrow, since it does not 

include the "total " farming system in its calculus; 

for example, it places little emphasis on practical systems
 

of record keeping, prcblem solving, or family health care 

all of which have an impact on project outcome. Whether 

such an integral approach to farm extension wvill produce 

better results is an open question and can only be determined 

by weighing the costs of utilizing such a strategy against 

the farmer benefits that accrue, especially as measured 

by indices such as yields per acre per farm and quality 

of product delivered. 
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C. 	 AGRICULTURE SUPPLIES 

In 1976 CREDICOOP added a new service to its member affiliates: 

The bulk purchase and distribution of agricultural supplies. 

The purpose of this new service was to provide member credit 

unions with certain economies-of-scale in the purchase of needed 

agricultural inputs. During the year 1977, the first year of 

large scale operations, over 031,500,000 or S250,000 in agricul

tural implements and supplies have been obtained through CPEDICOOP 

channels. According to available data, the greatest proporltion 

of these purchases have been for farm machinery and other labor

saving implements like tractors, harvesters, steel plows, sprayers, 

and planters. 1 

Given the newness of this supply service, however, little per

formance data was available for a thorcugh amlysis of the oer

ation; nevertheless, there did exist sufficient informa.tion for 

the assessment team to make a few obseraticns which will be pres

ented in the following pages. 

1. 	 Planning: 

An essential part of any supplies operation is an accurate fore

casting and planning system which cxn estinate credit union 

demands and efficiently schedule purchases in a world of changing 

prices. Under CPED.ICCOP's existing system, the t}e and quantity 

of supplies to be ordered is priz.arily based on direct credit 

union requests, data contained in the global investmnnt plan, and
 

advice provided by credit union and SEAG fonctionnaries. As of yet, 

1 Letter from CUA!Paraguay Advisor dated December 27, 1977. 



CREDICOOP planners do not have enough time-trend data on 

other important variables such as supply prices, volumes 

and usage to incorporate these extra dimensions into the 

planning process. An examination of CREDICOOP records 

revealed that the federation has not yet begun to analyze 

historical price data that existed on inputs purchased 

through the system, nor had it developed a mechanism to 

provide monthly and annual statistics on the volume trans

actions and the usage or consumption of these inputs at 

the credit union and farmer level. nhese weaknesses, however, 

are somewhat understandable considering the incipient nature 

of the supply service. 

There was some evidence that the lack of a more accurate 

planning system had created a few problems in estimating the 

type and volume of supplies needed, in schedulin; Lurcriases 

and in predicting the actual lag-tir.e beteen reqtiiiticn and 

distribution. Most of these prcblemis appe-ar to havc arisen 

from the lack of an internal data systw.,hich zcuid sunply 

monthly updated information on credit iunion Lznpt requests 

and usage or consump@tion rates so that supply and demand bottle

necks could be identified and proper action taken to correct them. 

2. Financing 

CREDICOOP finances the purchase of agricultural supplies through 

the utilization of its own capital resources, the AID project loan, 
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and a $200,000 loan provided by the Banco Real. The terms 

of the Banco Real loan are for eight months at an annual 

rate of 12 percent.
 

In addition to financing costs, CREDICOOP incurs other 

administrative expenses in arranging for bulk purchases 

for import tax exonerating, and for transport and handling. 

These costs are covered by charging credit unions the nor

mal rate of 10 percent on all supply loins and by adding 

a surchage of from 5-10 percent, depending on the type of 

input and the degree of competition it faces frcm other 

input suppliers. A similar surchage system is used at the 

credit union level. HC-.Lrer, there appears to be no set 

procedure for establishing this surchage. 

According to CREDICOOP's 1977 budget projections, the insti

tution e-pects these surcharges to gZnerate approxinmately 

700,000 in additional inccme for the crganization during 

that year - inccme that will be used to help ra the operating 

costs of the total supply systenm. Even with th2 CREDICCOP 

and credit union surchages included, the input costs to the 

farmer still tends to be 15-25 percent lower than ca-mercial 

costs. 

3. 	 Procurement and distribution: 

CREDICOOP imports the bulk of their implement supplies (such as 

tractors, plowing equipment, etc.) and fertilizers, although scme 
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animal-dramn equipment is purchased locally. Other supplies 

such as seed and insecticides, which are more subject to rapid 

shifts in farmer demand, are purchased locally. Nbile CRDICOOP 

is now the principal supplies of key farm inputs to its member 

credit unions, many continue to obtain a portion of their seed, 

fertilizer and other input requirements from non-CREDICOOP sources. 

CREDICOOP: We have no desire to become the sole supplier 
of all farm inputs to our member credit unions, but rather
 
only of those items which can be supplies at a significant
cost advantage. Continued credit union contact with non-
CREDICOOP supplies only serves to make the federation more 
efficient.
 

Under the current distribution system, supplies are shipped 

directly to the requesting credit unions once the%, are received. 

In this way CREDICCOP avoids the necessity of maintaining a are

house in Asuncion to store the iteas, and CR-.DICXP is relieved 

of the responsibility of safe ;uardinv the ?rcd"ucts until thley 

are sold. Affiliates are then char-ed:a price .,ual to the 

quoted price plus transport costs and the CREDICCOP surchlarge. 

The procurement process for L-orted agricultural inputs is 

usually lengthy and lasts a minij=n of 90 days Jue tc !ag-times 

inherent in any import s'stem of -his tTe and to 'bureaucratic 

procedures which must be followe~d in order to obtaLn ir-ort tax 

exemptions. Local procurement, on the other hand, is quite rapid, 

provided that there issufficient stock available and prices are
 

favorable. In general, the procurement and distribution process
 

appears to be adequate. 
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4. 	 Supplies Storage: 

CREDICOOP does not physically store the supplies it purchases 

for member credit unions; instead, the inputs are shipped 

directly to credit unions and stored in the credit unions' 

own warehouses until they are issued or sold to farmer members. 

In the team's opinion, the existing storage operation appears 

to suffer from two major weaknesses: 1) the lack of an adequate 

inventory co:itrol and storage monitoring system, and 2) the 

insufficiency of secure and weatherproofed storage facilities. 

Indicative of the first deficiency was that the invento-y control 

and 	monitoring system did not provide the credit umion and 

CREDICOOP ,ith useful information on the co:vu::ption of various 

inputs at the farmer level. Moreover, it did not provide any 

mechanism for monitoring the quality cf certain inputs received, 

especially inputs with low shelf-lives such as fertilizers, in

secticides, and treated seeds. 

Inadequate storage facilities for agricultural supplies pose 

another problem. Many of the existing facilities are not pro

perly designed to store perishible input sunplies suzh as seed 

or fertilizer due to moisture problems caused by foundation 

seepage, roof leaks, etc. 
 In addition, none of the warehouses 
visited appeared to be properly secured against the possibilit 

of 	theft. Granted that thefts are a rare phenomenon in r-aral
 

Paraguay; nevertheless, the presence of many high-value inputs 
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in storage such as plowsi sprayers, etc. should warrant stricter 

control. Hopefully, storage conditions will be considerably
 

improved once CREDICOOP initiates its planned facility improve

ment program in 1978.
 

5. Development
 

CREDICOOP's agricultural supplies operation is still in its
 

infant stage and continues to evolve. Several improvements
 

are envisioned for the next few years, but two of the more 

interesting ones appear to be the gradual intrcduction of an
 

inflation pricing mechanism which would better reflect the 

true cost of goods sold and the investigation of econcmic 

feasibility of establishing a fertilizcr mixing facility wich 

would allow the federation to import fertilizer ingredients 

in bulk and tailor-mix packages to fit the specific needs of 

each of its credit unions.
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V. 	ANALYSIS OF AFFILIATED CREDIT COOPERATIVES
 

In this chapter, the level of development of the affiliated credit 

unions is analyzed to assess the likelihood that the second
 

project purpose, i.e., establishment of a network of financially
 

and 	technically viable credit unions, will be attained. Info

mtion for this chapter isderived from the visits to the 12 sample
 

credit unions. Since these credit unions are fairly representative of 

the 	entire movement, the analysis provides a fairly good measure of
 

the 	current level of development of the primary credit institutions.
 

A. 	 FINANCIAL ANALYSIS 

Our approach to credit union level financial analysis is based on 

the concept that analysis of summarv data of all the credit unions 

is not particularly meaning-ful. For exale, ,ananalysis prepared 

by CREDICOOP responding to a donor agency request, indicated that 

for all ru'al credit unions combLned there was an excess o: revenues 

over expenses of about 02 million. u.on exa-ination=o,,ver,close 

it A-s found that this .as entirely due to the 5 million surplus 

reported for one cooperative (CC.kIPICU); tha rest of the Credit 

unions, as a wiole, showed a deficit. Mare iThortantly, the sumnary 

data obscures the more essential piece of informxticn, i.e., how 

many of the c'-eit unions are in gcod financial ccnition. For that 

reason, we have not followed the amproach contained in the Allen 

projections, but have chosen vo exa.ine each of the 12 s=z)le credit 

unions separately. From this analysis, some conclusions about 

the general financial conditions at the primary level can be developed. 
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The following analytical table presents an analysis of the current
 

conditions and previous growth trends for each credit union grouped 

according to level of development. The financial data for each
 

credit unionused to prepare this analysis is shown in Appendix B. 

It is recommended that the reader refer to these data to better
 

understand the analytical table.
 

One key indicator shown is net income. Six of the nine rural credit
 

unions and all the urban credit unions showed a surplus for the most 

recent fiscal year. Note that all three of the better developed rural 

credit unions recorded gairly high net income per member, while the 

three other rural credit unions reporting profits just barely broke 

even. For too of these the profit is misleading, since both currently 

have extremely high delinquency rates. If,as probably will happen, 

some of these loans must be written off, then both credit unions 

actually incurred deficits during the most recent fiscal year. Thus, 

only four of the nine rural credit unions may be viewed as actually 
1 

breaking even.
 

From the net income resulting from the margin between
 

gross income and operating expenses, an adequate portion
 

must remain for reserves and dividends. And as stated
 

'Note the very high gross income .ind expense figures for San 
Ignacio resulting frcm members repaying the interest on delinquent 
loans, but being unable to repay the principal. ;';ith a large loan 
portfolio, the interest income is high. However, the credit union 
in turn must pay interest on its large delinquent loan with the BNF, 
thus the net income figure isvery low. 



TABLE 9 

'FINANCIAL STATISTICS OF 12 SAMPLE CREDIT UNIONS 

RURAL- HIGH RURAL - MIEDILN 
6/77 6/77 5/77 7/77 6/77 6/77 

San 
Crnl Cral Juan La Coe 

Bogado Oviedo Bautista Quiindy Barrerena Pyajhu 

A. 	 FINANCIAL INDICATORS 

Loans/Shares 1.98 1.03 1.37 1.53 1.32 1.65 
External Loans/Shares 2.48 .52* 1.04* 1.70* 1.31 1.10 
Percent Delinquent 12.0 11.0 - 4.0 6.1 47.0 
Percent Reserves/loans 	 1.8 
 6.5 2.9 1.8 1.1 5.8
 
Percent Reserves/Delinquent Loans 14.6 58.7 52.2 18.7 12.2
 
Percent Total Expenses/Gross Income 75.1 70.7 65.4 99.6 131.7 94.6
 

PER -vBERINDICATORS 0 (000) 

Loan Volume 	 38 .4 38 36 33 
 32
 
Farmers 45 16 53 40 
 53
 

Loan Balance 26 12* 19* 20* 17 23
 
Farmers 	 33 
 28
 

Shares Balance 	 13 12 14 13 13 14
 
Farmers 
 14 14 18 14 14 

Loan Balance - External Loans 33 6* 14* 23* 17 15 
Gross Income 7.91 3.23 5.18 5.06 2.62 6.82 
Expenses - Total 5.94 2.28 3.39 5.04 3.45 6.45 
Net 	Income 1.97 1.79 -.83
.95 	 .02 .37
 

AVERAGE . JAL INCR.EE C000)' 
Members 85 -48 68 39 39 12 

Farmers 26 -47 34 39 6 
Loan Volume 3,967 2,613 1,578 

Farmers 1,791 962 1,668 
Loan Balance 3,990 -1,462* 1,441* 1,865* 1,185 1,516 

Farmers 565 
Share Balance 2,287 1,000 1,486 1,232 1,124 814 

Farmers 1,195 203 970 850 293 
Gross Income 1,528 188 845 498 195 516 
Gross Expenses :95 214 418 455 238 458 
Net Income 533 -26 427 44 -43 59 

*12 	month average
 



RURAL -. LOW URBAN 
HIGH MEDILM LOW 

6/77 12/76 6/77 3/77 12/76 2/77 

Promocion.Aai 
San 

Ignacio Comecipar, Pablo Mburicao 
\. FINANCIAL INDICATORS 

Loans/Shares 1.78 2.26 2.61 1.12 1.16 1.19 
External Loans/Sh-.res 1.35 2.34 2.88 - - -
Percent Delinquent 53.0 51.0 95.0 1.5 11.0 3.0 
Percent Reserves/Loans 10.5 3.1 3.7 .9 2.8 .3 
Percent Reserves/Delinquency 19.7 6.0 3.7 60.8 25.6 9.3 
Percent Total Expenses/Gross Income 130.3 186.3. 98.5 61.1 68.5 95.0 

B. PER EMBER INDICATORS 0 (000) 
Loan Volume 1i 9 16 60 9 U 

Farmers 9 15 18 
Loan Balace 21 11 43 52 6 7 

Farmers 21 17 53 
Shares Balance 12 5 16 46 s 6 

Farmers U s 19 
.Loan Balance - External Loans 16 1i 47 
Gross Income 2.47 1.67 11.50 7.91 .84 .93 
Expenses Total 3.22 3.11 11.33 4.84 .58 .88 
Net Income -.75 -1.44 .17 3.08 .26 .05 

C. AWERAGE NUAL DCREMSE 0 COO) 
Members 5 20 36 112 22 41 

Farmers 16 17 72 
Loan Volume -414 84 -1,462 9,627 563 591 

Farmers -91 165 -1,558 
Loan Balance 1,120 276 -2,023 8,189 441 397 

Farmers 334 245 -2,287 
Share Balan e 511 153 78 7,501 301 343 
Farmers 255 103 19. 

Gross Income 53 86 1,410 1,424 70 48 
Fxpenses - Total 106 ii 1,380 856 39 46 
Net Income -53 -25 30 568 31 2 
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earlier, most are not currently paying dividends, which should 

legitimately be included as a cost of operation. Therefore, when 

these criteria are applied, none of the credit unions have r-z]hed 

the breakeven point. One must remember, of course, that most have 

been recently formed and th2us are still in the early stages of 

development. 

It is perhaps more important to note the past trends to determine 

if they appear headed towards eventual breakeven. Discounting Coe 

-yajhuand San Ignacio, whose growth trend is clouded by the delin

quency issue, we see that three of the re.,,ining reven rural credit 

unions show positive average annual increases in net incora. For 

one credit union, Crnl. Oviedo, the negative grcwth trend indicated 

is somewhat misleading, since they showed a marked decrease in incom 

in 1976 as a result of a cut-off in external credit but reb:-unded to 

almost the previous level in 1977. ';e ;would expect titt edit union 

to show a positive groi.tEn rate in subsequen t r:,ever, foryears. 

La Barrerena, Promocion, and AcaHay, the deficits are consistent and 

increasing. Since the latter two also have'igh delhnquenc ° ' problems, 

the real deficit is greater than shown. Action is required to develop 

a strategy to reverse these trenc! ; obviously no institution cxn oper

ate indefinitely -with expenses exceeding inco.. 

For twv of the best developed and all three of the mediz. developed 

rural credit unions, the loan vol-2 for the past year ranged from 

32,000 to 3S,000 per member, and from 040,000 to 53,000 for farmer 
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members. In contrast for th remaining rural credit unions 

the range was between 09,000 and 016,000 per member. The differ

ence in loan volume obviously has an affect on the credit union's 

gross income, but more significantly indicates that the former
 

are serving their membership more effectively than the latter.
 

Most of the capital for the farmer loans comes from external funds,
 

CREDICOOP or BNF, enabling the credit unions to serve more members 

with larger amounts. All four of the low loan volume credit unions 

had been denied external credit because of their delinrcuern.ca prob

lems in prior years. 'hree have since been reinstated (except for 

San Ignacio). The effect of external credit on the -ability of the 

credit union to effectively serve its farmer members is clearly seen. 

Too much external credit can also create difficulties, as shc,.n by 

San Ignacio. The balance for external1 loans per m.r is ,4"/,OO0, 

nearly three times the combined aerage ha2ince f:7c "e c'.anring 
eight rural credit tziions. With such hih. '.-era-ge probl 

created by member loan delinquency ,,is greatl:y cc:=cunded. 

One often overlooked measure of credit union achie':.emen t is 

the ability to mobilize savings. Except for one -ur:Ll credit union, 

all had mobilized bet.een 0l,,C and P"16,000 per r.: UIe 
better developf redit uni s be "bii.Th r.. aa 

substantially faster rate than the lesser develcci credit unions, 

External loans funds also have an in-crtant -ffect on mmber savings. 

Since ten percent of all farrer loans are capitalized in shares, the 

http:delinrcuern.ca
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greater the loan volume, the greater the amount of shares that can be 

mobilized. External funds enable a credit union to increase its own 

capital resources at a much faster rate than if such funds were unavail

able.
 

Although delinquency is a frequent occurence in developing credit union
 

movements, the situation in Paraguay is somewhat unique. Several credit
 

unions owe more to the BNF than they now have in outstanding loans to
 

members. This early availability of large amounts of external funds
 

obtained from the BNF under the original CUJN/AID program his made the 

problem in Paraguay more difficult to resolve than in ot"her countries 

where such funds were usually not obtainMble. Four of the nine rural 

credit unions in the samle have high delinquency rates such t~hat if 

continued would -eventall) lead to insolvenrc.. Overall, ten rurl-zredit 

unions currently have very high delinquency rates, four of wihich are in 

critical condition. CRFDICCOP is curently turking withj the BNF to 

affect a long-term solution to this situation. As :.-ay- 'e seen, the 

reserves are not nearly adequate to cover the existing delinquency.
 

The recent addition of marketing to the scorvices proviJed ly the credit 

unions has also provided an additional significant source of incoTe. 

Although the information is not uniform, it a-rears t.at mar:eting may 

provide the difference between a surlus an a deficit for 3oe credit 

unions close to the breakeven Tocint. For credit unions for which there 

were data, net marketing income varied from 0633,000 for Crnl. Bogado 

to 068,000 for Quiindy.
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Overall, we would rate the three better developed credit unions, plus 

Quiindy in good financial condition with indications of developing 

into healthy financial institutions. La Barrereiia would also be 

included, since all its indicators are quite positive, except for 

the negative trend in net income. Coe Pyajhu suffers from high 

delinquency althugh most of the other indicators are positive. 

Thus, these latter two credit unions are rated in fair condition 

with good possibility of improving if their respective problems are
 

addressed. The three lesser developed crtdit unions are in poor

financial condition; most indicators are negative. Thirediate con

certed action is required and being taken by =-EDICCCP to revive
 

these credit unions. All three urban credit ulions appear to be in 

good financial condition with prospects of continued L-nrovemnt. 

Comecipar isparticularly strong.
 

Applying this sample to all credit unions in Paraguay, one 

would deduce the following: 

Nkmtber Financial Ccndition 
Goo '-dli Por 

Better Developed 4 4
 
Medium Developed 10 3 7 
Lesser Developed 12 12
-7- --7- --- -


Urban
 
Better Developed 4 4
 
Medium Developed 7 7 
Lesser Developed 2 2
 

TOTAL 39 20 7 12 
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The above is obviously only a rough approximation; if all credit 

unions had been surveyed, the results would likely have been some

what different. Itdoes illustrate a point already well know to 

CREDICOOP staff, i.e., that a sizable number of rural credit unions 

are not financially sound, and some are in extremely precarious condi

tion. Efforts to improve their condition are in progress. It is 

important for CREDICOOP's own financial viability that these efforts 

succeed, for if a number of these credit unions do not grow at the
 

expected rate, or worse are declared insolvent and liquidated, the 

projected laon demand and CREDICOOP's expected interest income may 

not be attained. 
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B. 	 TECHNICAL ANALYSIS 

The following discussion attempts to present a composite picture 

of the level of technical capabilities at the local level, based
 

on the field visits to the 12 sample credit unions. Rather than 

prepare a detailed description of each credit union,we have taken 

the information gathered by each team and developed a synthesis 

which we believe is representative of the movement as a whole. 

As 	with any attempt at generalization there will be exceptions,
 

e.g., one credit union may far exceed the indicated performance 

level, another may not have attained it. However, in terms of
 

understanding the general level of development, and identifying
 

areas t.t require improvement, we find this approach most useful. 

1. 	Planning and Evaluation.
 

In the majority of credit unions visited, the manager prepared 

an annual plan for review by the Board of Directors and sub

mission to the membership at the annual .... "n,. e plans 

generally consisted of t,,o -aior cc:....nz-, ce relating" to 

the projected gro,;th usually: contained in ,&.;e:- .ricct1ons, 

and the second relating to the actvt to y the 

staff and leadership. fai:,l' i.,Most had dleveloed ..... pro

jections, specifying the tar .ots or snare capital,7(: 

ton.ake 

may not accurately refiec- the future, e.g2.,extensicn of pre

vious growth trcnds, or ccnstant percentage increases, yet 

it 	 probably does not significantly distort the results frcm 

those that would be obtained using a more "scientific" 

loans, and other items. The 	 - rojections 
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projection technique. The targets are definitely measurable, 

and serve as the focus for subsequent activities. 

For the second component, CREDICOOP has promoted the usage of 

a form for planning which details each objective, all activities 

related to each objective, responsibility, and completion date. 

The better developed credit unions seem to be using this format 

fairly effectively. There does exist, on occasion, some inad

equacy in the linkages between objectives and activities, i.e. 

it is not clear, that completion of all the stated activities
 

will lead to achievement of the objective. This results par

tially from a weakmess in the system, and partially from the 

lack of experience in using iz. in-the lesser developed-Cred t 

unions, the planning activity is fairly wealz, suczh that even 

though they may have targets identified, the strategies to 

achieve them, the resources required, the a ign.ent of res

ponsibilities and scheduled cc-.- eticn dates have not been 

specified. Obviously these credit unicns -eire assistance in 

this area, assistance that is belng provided by C.F"-ICX2 through 

its continuing series of courses on plnning and through the 

services of the field promoters. 

One fairly commn problem is that systc.natic planning is not a 

familiar activity at the local level, and accordingly, is not 
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valued highly. Part of CREDICOOP's task in this area is to 

demonstrate the real benefits that can be achieved; e.g., in 

obtaining maximum utilization of resources, assistance with
 

decision making, focusing on real needs and priorities. As
 

the credit union expands and takes on more activities, an 

effective planning process will become even more essential.
 

A number of credit unions were already in the process of moving 

into new service areas. One had established a program to market
 

artisan goods, i.e., ponchos and shawls. nother was considering 

establishing a processing plant for sugar cane. For these and. 

other potential new service areas, a feasibility study should 

be conducted to fully identify the likely costs and returns, 

and the potential risks involved. Most c: -itunions .4culd not 

have the capabilities to conduct such a study', arnd wsuld require 

the assistance of CRFDICCOP or related to,.'err. ent aencies. 

CREDICOOP will need to further deveicz this canat2i'itv and pro

vi.de services to its affiliates. I' cr Ii: nion .,,ev into 

new service areas without fully identifying fie Isscciated risks, 

it seems likely that some will encounter serious difficultv and 

potential losses.
 

Some of the better developedcredit unions Tonitor progress made 

toward completion of the plan at periodic intervals, e.g.,roCnthly, 

quarterly, or bi-annually. Others appear to do very little Mon

itoring, thus the plan does not serve as an effective guide to 
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program activities. End-of-year evaluations regarding the 

annual plan appear to be conducted informally if at all, 

and it does not appear that the results are used in any 

significant way. The results should indicate where the 

estimating technique was invalid, or what unrealized tar

gets should be incorporated into the subsequent year's plan. 

At the current level of development, any shortcomings in
 

evaluation techniques probably do not have a substantial
 

effect upon a credit union'sgrorth. However, in tk:e it will 

likely be very useful to accurately assess progress, again to 

enable thecredit union to maximize its resources, both physical 

and humkn. 

2. Personnel
 

Most credit unions have some form of job description for each of 

their eimloyees, although in seine cases the descripticn lacks 

sufficient precision. 
Ho%,ever, s-n-e the instituticns are re

latively small, the lack of DrcZi_ icn does not aJ.erse~v affect 

the credit union. most e..lcioees are coniant of the resionsi

bilities assigned to them, aM the existing structure and lines 

of authority within the credit unions. 

Salaries are based principally upion the projected inccme for 

the credit union. A srall zredit unicnwiUl norm.ally be unable 

to offer the same salaries as a larger one. This operates as 
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an effective incentive for the manager to increase the credit 

unim' s loan portfolio and attract additional members. Most credit 

unions budget salary increases in their projections, using cost

of-living changes and the availability of funds to determine the
 

increase. Overall, it appears that the salary scale for credit 

union employees is slightly below the scale for similar positions 

elsewhere. Although it does not appear to be a problem now, it 

may cause unnecessary turnover if salary scales continue to lag. 

CREDICOOP has instituted a program of positive incentives for 

credit unionmanagers. This program allows the rmanager to receive 

bonus payments if he performs a number or activities in a satis

factory manner. For example, bonuses aro received if loan delin

quency is reduced or aLuatained below a speciried :aLTiL:il level, 

or if the manager consistently forards -cnthl financial state

ments to L=ICCC? on time. 

Written evtaluation of er loyee pertor.a.nce Isnot done, La part 

because such evaluations are not a usual featu:re for rositions 

in Paraguay. Lnhorml dialogues about rerfo'-:'n-een - the 

manager and the e r,-lo'ees seem to e fair not 

on a regular basis. Although dialogues -v ve scerit, 

written eval ations, ifprCperl> carried 3ut, can be ncrc useful. 

They must be related to the e.m.lovee's job description, plus his 

plan of work for the period. In addition, specific personal 
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objectives agreed to by both the manager and the employee for the 

period being evaluated should be included. Numerous methods can 

be used to actually conduct the evaluation. The important fea

ture is that a written document be prepared. Only by so doing 

can an employee's progress be objectively charted, and will there 

be firm evidence for merit salary increases, or in some cases, 

dismissal. With specific criteria being used, isit likely the 

evaluation will be more objective and that the manager and employee 

can reach a consensus.
 

3. Accounting
 

All credit unions are using the accounting system designed and 

recommended by CREDICOOP. system isTe fairly elementary, allow

ing persons with some bookkeeping experience to be able to perform 

all required activities. Since the system does inclie a r'.-nber 

of new activities not norrally inclu/dcl in credit =.icn acc)unts, 

i.e., marketing, input supplies, etc., it does :.-nke sstCMth 


somewhat more complicated, parti-ularly since these new accounts 

are not currently on the standard financial stat _.2nt fcras dis

tributed by CREDICOOP. 

One problem that the marketing activity poses is t*hat there may be a 

large amount of potential income accraed not yet realized. The 

crediturionmav have acc-u-mlated large quantities of produce, or 

the produce may be in t-ansit to the buyer, or they may still be 
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awaiting payment. The same may occur, to a lesser extent, with 

expense items, i.e., large expenses associated with marketing may 

be accrued,but not yet paid. Thus, the actual profit and loss posi

tion of the credit union at any point in time before the year-end 

closing may be difficult to assess. As reconmended in III.B.2.a, 

the monthly financial statement forms should be revised to more 

readily provide basic information. Except for this area, the 

accounting system appears quite adequate for the needs and condi

tions at the credit unionlevel. Some of the credit unions are • 

somewhat behind in their bookkeeping and financial statement pre

paration activities, although it appeared to be a tra-nsitory 

phenomenon in at least some of thecredit unions. Nearly all pre

pared reconciliations ith general ledger and sub-ledger accounts 

for loans, share capital, and deposits, as ,,ell as reconciliations 

with bank statements at least menthy. :Vlthough r.Ost do not have 

a written policy on rceipt and ds s.n .HiS act

ivity is apparently r.anaged adequately. It :m'y 1-e usefuI for 

training new employees to establish wricten prcccdures in this 

area. 

4. Operating Budget 

Thecredit unions generally utilize a budgeting process recon=ended 

by CREDICOOP. It is not precisely cc-patible with the accounting 

system (see IUI.B.2.b), which makes it difficult to cc-are actual 

expenses with those projected. it does esti:7ate required resources 



-149

for the year. A couple of problems exist in this area that make 

the results less than satisfactory. First, it appears that many 

managers and Board members do not fully value budgeting as a 

management tool; thus, they do not make full use of it. Second, 

most credit unions lack a global cash flow analysis which, given 

the cyclical variations in loan demand of most credit unions, is 

essential. Income and expense items are projected, but not the 

total cash flow requirements including loan and loan repayment 

cycles. Thus, credit unions may face situations of bothi insuffi

cient funds at one point and idle surplus funds at anotlher. This 

is a critical feature, one that, if included, wvould allow manage

ment to better utilize the budget. Currently it is onrly used 

to ensure that the specified liz.its en e.xnenses are not surpassed. 

Another shortcoming is the lack of precision in projecting. As 

noted earlier, most use constant percentage increases based cn 

prv ious trends, which moay not adcuately ret-lect c'.anging cir

camstances. Also, few "nic:s detail r_e.'.i 

tions behLnd the oroiections, so tat i is ver.- difficlt to 

analyze and revise the estimati:n teciqicue a- a later date. 

CREDICOOP is offering t-.r nP courses in this area in an effort 

to improve this area. Again, there is the eein that at the 

current level of development, t zes not have a significant 

adverse effect on the credit unicn'sg roa-th. 
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5. 	 Mobilization of Capital 

Most rural credit unions have obtained external credit from 

CREDICOOP and/or the BNF to finance agricultural loans. CRED-

ICOOP management indicated that in order to insure the credit 

unions do not acquire excessive external debt, they do not
 

encourage them to seek alternative sources of capital funds
 

outside the regular CREDICCOP/BNF channel. The credit unions, 

however, are able to obtain loans from the PW- branch office 

in their area for loan. .- ) to a specified limit without approval 

from CREDICOOP or the BNF headquarters oflice. The cost cf 

capital received frcm the Bank is approxinately 16 7ercent, 

from CREDICCOP 10.5 percent. The prohibition on the use of AID 

funds for the financing of cotton or tobacco prcduction pre

cludes using the loer rates offered by CJDICCA)P. 

One 	 alternative sources is the credit un ca's oin internally 

generated capital. Most credit unions have shown :fairlv large 

gains in share capital, mostly as a result of the forced 

capitalization provision cn loans. since -.any cred-t unicns 

have been unable to pay dividends on share capital., these funds 

have been essentially cost-free. It sees iikel-" that as the 

credit unions b mcc,-enore prosperous, though, wividoalsill be 

paid. Thus, at scme point these funds 7ay cast say S aercent 

to 6 percent, still considerably bel-w that paid to external 

sources. In addition, a number of credit unions 



-151

have recently initiated short-term and long-term depositS programs,
 

paying specified rates of interest, inan effort to attract volun

tary savings. It is too early to project how successful this pro

gram will be, although a number of urban credit unions have been 

able to mobilize considerable funds from the deposits programs.
 

One concerm voiced wras that tlese savings instruments may detract 

from the use of share capital, which constitutes the permanent 

capital for the credit union However, to date this concern does 

not appear to be valid. Share capital is the basis for determin

ing the amount a Tnmher ma2" borrow. -Thus, e r-_.,ber will still 

have strong incentive to increase irs share capitai. With other 

savings instruments paying guaranteed rates of interest, he will 

also be encouraged to place mrlus funds with th-e cro!it union. 

In projecting the cost of caital for local credit u=-4ons, it has 

been assuned that fa.-r loan dezvand is 'c-,al=cst entirely by 

external ftrcs, at least to the endi of the .,roiez- ,S"intern

ally generated capital is ,,sed to ... -fann--r loan dc:r-and 

and dces not aT7ect th;-,m.! re.... e: ernai, "" as we 

have projected, local credit utin ........v arkey 

such that an ncreasLin porticn ef fT%:,;r n znd n be rPt 

frm th ir own tus siZfica: :-c the cost of-is, .... 

capital . in addition, cottoan restrcch- 0,Ca - tas n 

were lifted, the ci ;C' u:, n"a:icantlyccst extc=nl .... re 

reduced, thereby reducLng the average cost of capital funds. 
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One final problem noted by several credit unions is the lengthy 

delay in receiving loans, particularly from the BNF. Funds have 

often been received after the beginning of the agricultural year, 

such that funds for land preparation, planting, and weeding must 

be provided by the credit union's owrn resources. In several credit 

unions visited, allavailable capital had been exhausted such 

that no additional loans could be made, and yet the 1\1U Loan had 

not been received. Non-farraer loan applications, entirely met 

from internal funds, could not be processed in those crldit unions. 

Timely availability of credit, particularly -or agricultural loans, 

is a basic tenet for fEirncial *r1st:tutior3S; thc nI ortun;ately 

has not always heeded this tenet. 

6. Loan Portfolio 'anac 2nt 

For fam,er loans in rurai credit unions loan demrand is estimated 

using the fa.ner Ln .-eston plan as a base. These pals arE tiled 

out for each fr...r uS.lly wich the aia or i 

ant. One of the problems menticned ,as teI leng:h 0- -*-ta to 

fill out the for7., u-sualli *.e.,een 1.5 ,o 2.5 hurs for each2 ,tarr. 

As the credit un ian.s g-row, it mv be tc ",, -=L7--,.n......., a ar.,

number of farmers L-lvelved. In a&iiticn, tot for. "--e= o 

really assist the 'ar.er inL:_,in an',-thing; rr' i:v .icatest y 

the appropriate tir-es he w;ill need funds, nius :h' aunt a-.U tpe 

of his own resources is ttine -JcICCCPraect. is 

studyiLng the -ossibil t-, of revisi- t*e t"rn tc -akc it less time

consu;ing to cc,-lete and mre useful as a planning guide for the 

farmer. 
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All the individual forms are sumzurized on a credit union
 

global investment plan, which details the amount required,
 

total number of hectares to be planted, etc., by type of
 

crop. Thus, the same farmer may be listed several times
 

ifhe isgrowing more than one crop. These forms are
 

forwarded to CREDICOOP and the BNT for review.
 

Thus, for all farmer loans, the credit union has a well

established process to identify demand, most of which is
 

met by external borrowing. For non-farmer loans, most credit 

unions usually rely upon historical data to estiate the amount 

and types of loans. Since external credit is umavailable for 

these loans, there is a definite ccnstraint, i.e., the effec

tiv demand which can be serviced cannot 6xceed the supply of
 

funds generated by internal savings. in s:-,aller credit unions, 

where internal savLn-s are not substantial, nun-farmer borowrs 

may exzperience sc:ne dehav in ob:nin' funds.
 

Nearly all credit utio.is have :12c- tcJ...CC C?'s recctc nded 

loan policies format, adiinz scc e nilfi'atins cc meet their
 

particular circastances. T',e lean :clicies are usully quite
 

adequate, covering a!l a sectss that sncaid considered Ln 

the process of granting a loan. 

Criteria applied with some regularity inzlude the borrower's 

previous credit record and repay ent patterns, the regularity 
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of savings growth, the objectives of the loan, etc. The 

loan to share capital ratio which sets the maximum amount 

that can be granted seems to be applied consistently, per

hpas because of problems resulting from previous policies 

allowing up to ten times the amount in shares. Although 

the above criteria are taken into account, most credit 

unions indicated that personal knowledge of the member 

was the most importan: factor indeciding on a loan appli

cation. This, of course, is valid, yet as the credit union 

grows, the Credit Comittee ny have less 7ersonal 'knowledge 

of the applicants and .,;ill need to rely -,oreheavily on the 

other, objective criteria.
 

Iost loan policies seem to contain fairly a.,ibigucus state

ments about the specific prccedures tha-t shculJ be £'clced 

to collect on delinquent leans. '%st i icate t t legal 

action can be taken but ' t.. . 

can be effective oricr to tak.in, :egaL .ction.>r1aus 

those steos are best detailed in i scc:ra:. =cc-ent; 

however, withcut them the credit Lnl does not have a 

useful guaide to collect on JeILnquent leans. 

7. 	 Office Administration 

Very fewcredit unions h-aive written cffice prc-c-dures, although 

all indicated that the prccedures to be followcd were fully 

recognized by all employces. Since .ost credit unions are 
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still fairly small,, with small staff, the lack of written pro

cedures isprobably not significant. One possible adverse
 

affect isthat, with staff turnover, there issome possibility
 

that the procedures will not be executed consistently.
 

To illustrate, few credit unions have wTitten procedures on
 

receipt and disbursement of funds, or on filing procedures;
 

however, nearly all these activities are performed satis

factorily. There may be room for irmrovement, e.g., the files
 

are often not identified, making it more difficult to obtain
 
data, yet the staff feel that they can, readily use it, and 

importantly, that no information is lost.
 

The majority of credit unions have space And equipment that is 

probably adequate for current conditions, but will need to be 

upgraded as credit ,Ws. a _maii...the union 3nly, reber have 

a safe, an item that ,;ill he inc-e-sin-l- i::mortant as the 

credit union g;rows. " - intan ,." t " equip

ment but fail to in2icate su :-,, : ....ro"-se....Lrice, 

depreciation, :urrent book iue cr .cst. Only 

a few credit unions own or are buy-ing t'i - iI" space, 

which given the large increases in rent exor :-,oeo un s-

parts of Paragua',- in recent -ny ::;-t-.ttallv ...ettears, 

operating costs. -In rcn':..'- h beother .arts, 7.-1',",ver, 

more inexpensive.) .Lst credit unions -a.e bcn ins urance 

policies offered by = ICZOP suring them against 

losses.
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VI. PROJECT IMPACT ON SMALL FAMERS 

The CREDICOOP project has affected the material well-being of its small 

farmer members in a number of ways: through an increase in farmer access
 

to reasonably priced credit, through increased farmer capitalization and
 

savings mobilization, through better input and output prices and improve

ments in agricultural technology. The purpose of this short section is 

to examine some of these measures of project impact in greater detail so 

that a more complete picutre of the project's influence can be obtained. 

A. INFOR[ATION DEFICIENCIES 

The main findings in this section are based on information drawn 

from sever.al sources including team intei-views .,ith project staff 

and small farmers, existing CREDICCOP records, ard a prelhninary 

analysis of data contained in two AID-sponsored ar::er S:.a11surveys, 

one involving samjple of 1,001 far-.ers iL 1972-l;73 ai, t,1 other a 

297 small farmer sub-sairple of the orijinli Vcuu=!nin ccr::ctod in 

June of 1976. En theoo, the above :eourcoes :Ku1~i : n 

cient to estLmate changes that ccu ;. :-:cr a0reas.,---------

Unfortunately, the data frcm t'ze t;,o s::-iI arer sur.e.s, by far 

the most reliable source, was of li:nted 1, t' certain-L 2 

technical problems which -"revented detailed statistical analysis 

from being performed. 

The most serious problem relates to the use of the 1972-IL973 survey 

involving 1,001 small faters. The 7ublish.d survey results did not 

distinguish beteen credit union and ncn-credlt union farmer activities, 

and since AID v-as not able to provide the team ith access to the 

http:sever.al
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original data base due. to the lack of the proper computer access code, 

itwas impossible to directly measure the increase or decrease in a
 

particular credit union farmer variable over time. 

Fortunately, the 1976 sub-sample data could be accessed therefore 

allowing comparisons to be made between credit union and non-credit 

union farmers. However, several technical problems relating to the 

statistical weighing of the sample chosen must be resolved before 

detailed analysis can proceed. The above t., deficiencies are 

regrettable since they substantially Liit the statements that can 

be made concerning the impact of the project on smaill farmers. 

Therefore, given the critical role that this data might play in 

measuring project impact and the fact that the 1976 sub-sample survey 

-was txpressly dez±Igneut at,, crudt unica pr~oim.rscc Lnfcrm.tion, 

we strongly reco:=end that the d ission correct the7;e de:iciencies 

as soon as possible so that cc=.Dlete analysis of -roiect Lmract can 

be performed. ',,;e also r-cc......"at the ans '_: fr-abe rerfor.cd 

this analysis be published as a separate project report. 

In view of the difficulties .ntoneo alcve, the state-ents made 

in the following pages should be viced as tentative cbse-.'ations 

.rather than firm conclusicns. They are offered as a of identi

fying a series of ,uestions wh'ich th, lea7cirshiD:,- .. P ,,ight 

wish to analyze with greater Precision. titan was nssible with the 

data available to t-he tea . T.e absence of adecuate farmer level 
data would also suggest the need for developing a ropcrting system 

which will allow CgEICmo0? to effectively track the Lmpact of the 

project on the ultimte target of their efforts -- the small farmer. 

http:rerfor.cd


B. 	 INDICATORS OF PROJECT IMPACT 

A 	number of indicators were used to measure the impact of the project 

farmer living conditions during the period 1972-1976.1on small 

These are 	presented below. an ; should provide the reader with some 

idea 	of the progress of the project. Many other variables could have 

been examined tco, such as the impact of the undertaking on farmer -

non-farmer membership growth patterns, on cropping systems, etc., but 

time did 	not permit us to gather teh necessary information. 

1. 	Access to Production Credit Services 

It was quite apparent frcm the team's analysis of credit union 

and CREDICCOP records that rural credit unions now provide sig

nificant amounts of orcduction credit and :marketin 1ervices to 

their farmer members and th.t they are be[;innini; to replace or 

supple.ment other existing fEor-al and infor..l credit scurces. 

Prior to 	 1975, virtually all prc.ution credit;.as supplied by 

the Banco 	 Nacional de Fcmento, hut th.- i'memer'ttin ofzith the 

$3,000,000 project !can in late Yr76, crccit 2n',.cn servtces nave 

expanded ccnsiderably anid ha'e attra::i-d an ever-in:re isin; numner 

of small farmers into the credit unicn -. v,>:t. zv the end of 

1977, for exa.=le, C=EXCC? hn. exten.ded .er S,330,00 in short 

and long term credits to its credit and-e.er znianscocperatives, 

of which abcut 70 percent was used for marketing puroses. 

A preliminary analysis of the survey results indicates that the 

ISince CRDCCP did not begin formal operations until the 
spring of 1974, the term "project L'pact" also includes impacts 
resulting from project surport provided to the movement prior to 
CREDICOOP 	 s foundation. 
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main beneficiaries of these additional credits are farmers 

operating farms of greater than 5 hectares in size. However, a 

detailed analysis of the distribution of these project benefits 

cannot be performed until the deficiencies mentioned in the pre

vious section are corrected. 

2. 	 Net Farm Income 

The only sources of informati'n on changes in project partici

pant farm incomes during the life of the project are the two 

AID-sponsored small farmer surveys conducted in 1972-1973 and 

1976. Although it was evident fro.i an analysis of famw.er sav

ings records and conducted with credit union sta: and srmall 

farmers that the project had produced scme positive effect on 

small farmer income, it will be Lmpossible to draw any firm 

conclusions until the problem-s mentioned in Section VT.A. are
 

resolved.
 

3. 	 Nember Capitalization 

No doubt some of the income gains ackieved b.' farmer participants 

channeled into asset aczt.,7.tiou activities, e.g., x'inga new 

improved plow, a tractor, 	 1-urasingor inzreasLgn thelani, 


amount of liquid assets held as 4h::.resen
neir 	credit unions. 

The scarcity of any data en farm in'.'estent levels did not 

permit us to accurately measure the .ncunt of asset accumnala

tion that had ocz-urred on the tar-ms of przject participants 

during recent years; nonetheless, we were able to gain a partial 
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idea of the accumulation that had occurred by examining the
 

increase in farmers' savings (shares) in their respective
 

credit unions.
 

In an analysis of the financial records of seven rural
 

credit unions visited, three of which had been cut off from 

any external sources of production credit from either CREDI-


COOP or the BNF, we found that the average savings or capital 

per farmer member had increased by 20 percent frcm 1975-1977. 

On the surface, this increase aIars to be extrezely low in 

view of the fact that tar o-rticivaa r:ori.!iy receive a 

wide range of -zh credit and tcchnical ,ervices in producing 

. ar 


capitalize 10 ?ercnt 'f tha value af any prcductbn L.1i
 
and marketing their a:ros,r:cre, to 

received. Yet in this.articular case, :rce of t even 

credit unins did :ict rv acce:;Iii.'e t exte :crces of 

pt-cprcduction credit ur'pe.ncer t:3e :,cause a:1rec: 

viously high Jelinoue:tcy rates; -us, :heir =arabilitv to 

provide additional fa, prcductior. ians and related se:,ices 

was greatly restricted, LHid we exclhded tese throe credit 

unions from cur anal;sis, the average increase I: a.i.gs per 

farmer would have been .-2-h hi-hr, tncreastn; froI S63 to 

$121 per farer, an increase of 36 Tercent. 

Certainly the difference in ;rc-h rates of 36 versus 20 per

cent cannot be solely attri uthed to the presence cf outside
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project funds and services, since the high delinquency rates
 

experienced in three of the credit unions may have also dampened 

farmer willingness to invest in their credit union; nevertheless,
 

interviews at the farmer level seemed to confirm that the avail

ability of external sources of credit was a powerful influence 

in the generation of small farmer savings and a definite benefit, 

since the increased savings not only served as a sort of insurance 

policy against possible crop losses and a fund for future invest

ment, but also because the growth in savings allowed the farmer 

to borrow larger and lar,'er, sus for productive ourposes. 

4. 	Expansion of Cultivate. Land 

There is some evidence to suggest that part of the observed 

increase in the et farm incomes of project participants 

came frcrn exuansion o: lani T-ci'. Lin cuLt va rather
ca,,n 


than fro-m an'," significant iro''ezent n c:rc hnology.
 

The ori- ia 73- .. r. did .......t-a-t mnnv srall
.' 


farmers with .ore tha 3 .... f.......a portion
-


of 	their total available land. Th existence of sut: a land 

surplus on he lar"er fa cz.,- :ore, .e'--to argue 

that thue .. coutld..thtteadto,_l z-redizus suc:mlied ,,-,dr the oro ... could 

have been use to clear .-re land : '.. increase farm 
incomes throuh 	 atz 	extenscn uoer cu°t,±tion. 

A random examinatin of the, rezoris Cf thre. rural credit 

unions in the departments of .isioncs rand Paraguari revealed 
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that this had, indeed, been the case and that all three credit 

unions had expanded the area under cultivation by more than 

100 percent during the 1973-1977 period. Another indicator 

of this land-extensive behavior has been the rapid increase 

in the purchase of labor-saving technology like tractors, 

sprayers, steel plows, etc. provided through CREDICOOP's 

agricultural supplies service which in 1977 amounted to 

almost $250,000.
 

5. Cost Savings and More Favorable Output Prices 

Since the observed increase in net farm income among pro

ject participants apparently did not result trom yield per 

hectare increases, other factors should be exaoined. One 

obvious explanation is t.at under the JUE)CCC? scheme 

farmers generally receive-d better prices for both their 

marketed produce as well as cost savings cn the agricuJ.tural 

supplies. 

The assessment team's analysis of CREDICCOP's records 

revealed that the federation was, indeed, able to obtain 
both vohL=,e and qualitv price bonuses from "u,';rs.MOre

over, for those ,rcIdct ex?,ortd, it ,-a.s Thbe to secare 

additional price benefits duo to the s'ccial exort tax 

relief that it enjoyed bc:ause of its crdit unicn status. 

According to data provided in the revised project proposal, 

the volume and quality bonuses have averaged about 6 percent 

and 1 percent of the an-nual value of crcs marketed respec

tively. Exoport tax relief has provided an additional 
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2.5 percent cost savings on those crops exported. The majority of 

these price benefits are passed directly back to the farmers. 1 

Farmer participants also receive substantial cost savings in the 

purchase of certain agricultural supplies through CREDICOOP. 

The organization's tax exempt status allows it to i.port rst 

articles tax free, saving members an estimated 8 percent of the 

purchase price value in taxes. 'oreover, CREDICCOP's low over

head purchase operation allows additiona! sa'vings penitting 

CREDICOOP to offer sale prices to fanr.rs;.hich average 12.9 

percent below co.r=.ercial rates (excluding c-siferacion of im

port duties), thus, further reducin far. operaticnal costs and
 

leading to Lsprovcd net farm incomes.2 

According to AID Mission estimates, the total benefits accruing 

to project small farmers during th, 1977 to 19S1 rcricd .on the 

purchase of lm; cost ag ricultural , ... it and'cies i.t..sale 

of marketed prodc=e will amz't to amro-'-tel1 .5.S :aillion. 

6. 	Better Terms of Credit 

Another factor leading to the apparent increse in net farm 

incomes of c r four has beca thedebers the last years re
duced cost that armers ,nw uay for :rcH: .. here 

CREDICCOP not in.o! red in the rryv .. --- ol)::" pro

eti.ates. AIDV'i-iaguayis e s (See 	 Revised Project -,oposal, 
p. 	 60.) 

2 1bid. 

1 
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duction credit to member farmers, they would be forced to seek 

other more expensive sources or abstain from the use of credit 

altogether. WhLile the "true" cost of agricultural credit from 

commercial and informal lenders varies from region to region, 

recent studies have indicated that it lies somewhere between 
1
 

26 to 52 percent.
 

Moreover, farmers who utilize these latter sources seldom obtain 

the full range of additional support services that are an inte

gram part of the typical CREDICCGP loan. The cost of CREDICOOP

sponsored credit, on the other hand, nowhere exceeds 21 percent 

implying that participant farmers often enjoy considerable sav

2
ings in acquiring credit. 

7. 	Higher Yields Per Hectare for Specific Crops 

Judged by the responses of small farmer members and a preliminary 

analysis of data from the 1976 sub-samole, the '-act of the 

project on crop yields appears to have been snall. Sc.e of 

the possible reasons for this apparent shortccming have been 

discussed in the section on technical assistance; nonetheless, 

IThe true cost of credit normally includes transaction costs as
 

well as official costs. The additional costs are those that the 
borrower must incur to obtain the loan. Tyical transaction 
expenses uight include: cost of transportaticn to the borrower, 
the opportunity cost of establishing a "wor:ing" relationship. 
2Some members of CREDICCOP have arguel that farmers also view 

the 10 percent capitalization requiremcnt as an additional "cost." 
If that were included, the cost would sill not exceed 31 percent. 



a complete evaluation of the impact of the project on crop 

yields and farm productivity cannot be conducted ,mtil the 

technical problems affecting the two AID-sponsored surveys 

are resolved.
 

CREDICOOP: A clear need isan evaluation to determine
 
the existence of profitably proven packages for production

which do not force the small farmer to take undue risk. This
 
type of evaluation isneeded much more than an evaluation of
 
CREDICOOP's extension program which distributes existing crop
 
technology packages.
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APPENDIX A 

CREDICOOP FINANCIAL PROJECTIONS
(.$000) 

6/77 	 6/78 

Est~ ed 


A. 	M4BERSHIP
 
1. Number of Affiliated
 

Credit Unions 

a. Rural 

b. Urban 


2. Credit Union Members
 
a. Rural 


(1)Farmer members 

Cla) Farmer quali

fied for loans 

(2)Non-farners 


b. Urban 

c. Total (a+b) 


B. PROJECTION OF SAVINGS
 
Annual
 
I-Tffan Credit Unions Cboth
 

new and existing members)
 
a. Shares 	($50/member/year) 

b. Deposits ($20/member/year) 

c. Total 


2. 	 Shares of Rural Credit Unions 
(both new and existing members) 
a. Non-fa.mters ($50/member/year) 

b. 	 Borrowing farmers (104 of 

loans, C.l.d) 
c. Total Ca+b) 


Cumulative
 
1. 	 Urban Credit Unions
 

a,. Shares 

b. Deposits 

c. 	Total 


2. Rural Credit Unions
 
(shares only) 
a. Non-farmers 

b. 	 BorrowIng farmers 
c. Total 


3. Total Cumulative Savings 


39* 42 

26* 27 

13* 15 


8,016* 10,266 

4,378 6,358 


1,488 1,971 

3,638* 3,908 

5 536* 	 6680 
1352 	 1,47 


275* 334 

ill 134 

386 -3T 


202 	 195 


100 150 

302* 


816* 1,150 

157* 290 


,440* 


246 	 441 

565 	 715 

7t*0 

1,783* 	 2,596 


"6/79 680 6/81 
-

46 51 56
 
30 34 38
 
16 17 18
 

12,856 15,686 18,826
 
8,648 11,148 13,928
 

3,421 5,221 7,921
 
4,208 4,538 4,898
 
7830 	 9050 10340 
066 	 916
 

391 453 517
 
157 181 207
 

724
 

210 	 227 245
 

293 	 499 823
 
5 	 1,073
 

1,541 1,994 2,511 
447 628 835 

1,8 -T 3,347 

651 878 1,123
 
1,007 1,506 2,334
 
-,. r
 
3,647 5,006 6,803
 

** 	Actual - Based on 10/77 AID project paper
* Actual -	 CREDICOOP statistics 
Note: Some totals may not be equal to the sume of individual components due to
 

rounding.
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6/77 
Est3aed 

6/78 6/79 6/80 6/81 

C. DBMAD FOR LOANS 
1. Farmer Demand 

a. Hectares/farmer borrower 
b. Loan demand/hectace 
c. Number farmer borrowers 
d. Demand for external 

credit (a-b-c) 

4.0 
168 

1,488 

1,000 

4.3 
177 

1,971 

1,500 

4.6 
186 

3,421 

2,927 

4.9 
195 

5,221 

4,989 

5.1 
205 

7,921 

8,231 

2. Urban Demand 
a. Cumulative savings 
b. Demand (150% cumulative 

savings) 
c. Repayments

.(I) Loans made same year 
(.36) 

C2) Loans made previous 
year C.57) 

(3)Loans made 2 years 
prior (.07) 

(4)Total 
d. Available savings 

(annual new savings) 
e. Total available supply 
f. Demand 
g. Need for external funds 

972* 

1,459 

525 

432 

53 
1,01 

386 
-7 
1 

6T3 

1,440 

2,160 

778 

831 

53 
-1-b 

468 
=, 

2,160 

1,988 

2,982 

1,074 

1,231 

102 

548 
T,8 
2,982 

24T4 " 

2,622 

3,932 

1,416 

1,700 

151 

634 

3,932 

3,345 

5,018 

1,807 

2,241 

209 

724 
T17 T 
5,018 

33 

D. SOURCES OF CAPITAL FUNDS 
1. Capital From Previous Year 

a. Reserves grant 
b. Previous capital funds 

accumulated 
c.Tok'.al 

140"" 

27* 
T37* 

2.Annual Savings of Credit 
Unions in CREDICOOP 
a. Urban (2.5% of new savings) 
b. Rural (2.5% of new savings) 
c. Urban (5%of loans) 
d. Rural (5%of loans) 
e. Total 

10 
8 
3 

50 
70 

12 
9 
2 

75 

14 
13 
1 

146 

16 
18 
2 

249 
-M, 

18 
27 
2 

414 
--TOT 

3. External Borrowing 
a. AID 
b. Other 

1,470* 
.... 

383 383 383 383 

4. Repayment from Credit Union 
(previous year) 
a. Rural 
b. Urban 
c.Total 

80 
-

363 
63 
T14 

924 
31 

1,438 
24 

2,270 
32 

23 

5.Marketing Advances Repaid - 1,311 1Y361 1,188 

6. Total Sources 1,787 2,267 2,823 3,491 4,652 
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6/77 
Est..ii..ed 

6/78 6/79 6/80 6/81 

E. USES OF CAPITAL FUNDS 
1. Loans 

a. Rural credit unions 
b. Urban credit unions 
c. Total 

363 
63 
m 

924 
31 
m 

1,438 
24 

7 

2,270 
32 

2 

3,530 
38 

2.Marketing Advances 1,361 1,311 1,361 1,188 1,084 

F. REVENUES
1. Dues 

a. Capital dues (.5% savings) 
b. Member dues (.32/member) 
c. Total -

5 
3 
** 

13 
S 

18 
7 
25 

25 
8 

33 

34 
9 
43 

2. Program Revenues 
a. Audit 
b. Education 
c. Total -

1 
3 
** 

6 
17 

--TS3 

7 
18 
5 

8 
20 

8 
22 

-7r 

3. Interest 
a. Loans (10% + .5% commission) 

(1)Rural 
(2)Urban 
(3)Total 

b. Interest on deposited 
repayments (81) 

c. Total 

35 
6 

-1** 

22 
- 6* 

89 
3 

3 
-7* 

138 
2 

TIT 

6 
1 

218 
3 

10 
2.-)'l 

340 
4 

is 
3 

4. Total Revenues 73** 136 197 292 433 

G. EXPESES (10%) increase in P/O costs) 
i. Interest - kID loan (2'loans 

outs tandin,) 
2. 1j BNF pass-thrcu;h co..,ission 
3. Interest -Other 
4. Bad Debts, Allccation (2: loans 

outstanding) 
3. Personnel/,perating Costs 
6. Total Expenses 

8** 
0 
14** 

-
I57 * 

37 
19 
-

10 
173 
239* 

45 
22 
-

15 
190 
; 

52 
26 
-

23 
209 

60 
30 
23 

36 
230 
379 

H. PROFIT/(LOSS) (104)** (102) (74) (34) 54 

I. E(PENSES (161j increase in P/O costs)
T1Tnterest - AID loan (.02 loans 

outstand ing) 
2. 1% BNF pass-through cc,-.,t.ssion 
3. Interest - Other 
4. Bad Debts, Allocation (II loans 

outstanding) 
5. Personnel/Operating Costs 
6. Total Expenses 

8** 
-
14** 

-
157** 

--TI6** 

37 
19 
-

10 
182 

45 
22 
-

is 
211 

52 
26 
-

23 
245 

60 
30 
23 

36 
284 

-7; ) 

J. PROFIT/(LOSS) (104) (112) (96) (54) 0 
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ASSUMPTIONS FOR CREDICOOP FINANCIAL PROJECTIONS 

I. ITRODUCTION 

The team decided to utilize the projections done by B. W. Allen, Financial 

Analyst, AID dated January 15, 1976, as preliminary projections for the 

purposes of this assessment study. The assumptions of Allen were reviewed 

with CREDICOOP management and apprpriate revisions wre made. Upon fur

ther analysis, some assua-ptions of management were again revised by the 

QJNA assessment team. 

It should be stressed that the projections do not include any actual or 

projected data related to CREDICCOP's marketing functicn except applying 

projected surplus fun-. to marketing advances. AL suth, the prejections 

do not provide a fEe ficture c.f H." forc Inirucial L-C:CCP... cr, 

break-even analysis an;, projected reve.'les :- . nark ing .. uld be ex

cluded an,.ay, since the" ,if! be ued cni:.! Dodevelcp the ar!eting 

infrastrnctre, not to ccver operating costs. 

The projections presented are similar to the fornat !sed by !allen with 

some modifications resulting from different estiating techniques. Actual 

data as of June 1977, was used available, if not, the bst esti

mate was used with the proced-res ex!.iained T for 

each line-iten follow.
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II. ASSUMPTIONS 

A. 	 M2TERSHIP 

1. 	 Number Of Affiliated Credit Unions 

Allen reduced the number of credit unions added each year from 

the projections in the Capital Assistance Paper CCAP) dated 

11/74. Management felt this assumption was still validsince 

the 	current emphasis is on working iith existing credit unions 

to perhaps open branches and develop the use of "comites por
 

compania" rather than on establishing new credit unions.
 

2. Credit Union Members 

Allen reduced the projected growth in credit union members from 

the CAP primarily due to the slowdowu in adding credit unions 

and more selective membership. In addition, the nmrber of farmers 

qualified for loans A-as reduced. 

The 	 totals of farmers and non-farmers were reduced using t-he actujal 

amount (6/77) as a base, but 'with the same annual Lnc--C=r2nts ased 

by Allen. It ,-as felt this gave a better representaticn of cur

rent levels. 1.e nr.her of arm,.tr mez.bers (4,37S) indicated in 

the 	10/76 project parer ias subtracted frcm total rural members 

to 	obtain estirnted non-farmer .ermibers (3,6533). 

The 	farmers qualified for lcans ,'ere also reduced using the num

ber 	C1,971) projected for 1977-1978 in the Global Investment Plan
 

as 	a base and then using the increments projected by Allen. The 
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number of farmers in 1977 CI,488) wras estimated as a derivative 

of C.l.a., b., and d.
 

Urban credit union members' estimates are the same as those of 

Allen since his projected figure (5,600) was close to the 6/77 

actual figure (5,536). 

B. 	 PROJECTION OF SAVINGS 

1. 	 Urban Credit Unions 

Allen made a distinction between the annual amount saved by new 

members vs. existing members. However, CREDICOOP management made 

a distinction instead between shares and deposits saved. The 

reason was that CREDICOOP does not have data on existing vs. new 

members. 

It was estimated that all members would add $50 to their shares 

and $20 to their deposits annually since these amoumts reflect 

the 	current rate for 1977.*
 

* These calculations were performed as follows: 
1. 	 Shares 

$275,400 
 5,11 	 $53.88
(Increase in shares (Average number (Average annual
of urban members of 	urban memers increases in

6/76-6/77) 6/76-6/77) 	 share savings 
per urban member) 

2. 	 Deposits 

$79,000 	 .0 481 x 12/8
(Increase indeposits Average number of (Annualizing
of urban members urban members 	 factor)
1/77-9/77) 	 1/77-9/77
 

= $21.62 
CAverage annual increase in
deposits per urban member) 
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2. 	 Rural Credit Unions 

a. 	 Non-Farmers 

Again, the distinction between new and existing member savings 

was eliminated. It was extimated that an average of $50 would 

be saved in shares annually by non-farmer members of rural 

credit unions. 1 This was based on current data. 2 

b. 	 Borrowing Farmers 

The only share savings projected for farmers is of those who 

borrow. Their rate of share savings is estimated at 10% of
 

farmer loans, i.e., the forced capitalization requirement. 

No voluntary savings are assumzed for farmers. 

C. 	 D ND FOR LOANS 

1. 	 Farmer Demand 

Total farmer demand for production ciedit from external sources 

is the product of average hectares finmaced, cost 7er hectare 

and ntunber of borrowers. However, the actual dema-2= .il prob

ably be greater that projected by these-incthan 	 Allen c projec

lIt is assumed that in rural crelit unions only shares are saved 
since there have been few deposits to date in the majority of these 
credit unions.
 

2This was calculated as follows: 
$201,900 3,638 - $55.50 

(Estimated shares 
saved
 

6/76-6/77) 
This estimated $201,900 was obtained by subtracting the estimated shares 
for farmers ($100,000) from the actual 6/77 total ($301,900). 
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tions include implemant loans. Using the 1977-1978 global invest

ment plan Csee figures for 6/78) as the base, all three components 

were revised using Allen's annual increments. The number of farmer 

borrowers is slightly lower, but the loan demand per hectare is much 

higher, resulting in high total loan demand projections. Note these 

figures represent the demand for external credit. Some additional 

farmer demand may be met from the credit union's own funds. Such 

loans though have no effect on CREDICOOP projected income, and 

therefore are not estimated here. Similarly, we assume that all 

non-farmer loan demand is met from credit union funds whiich does 

not affect CREDICOOP income projections, and thus there is no need 

to estimate this demand. 

It 	 is assumed that all agricultural loans are .to be repaid in one 

year or less, which in turn isrepaid to the external lender. Loan 

repay nents, therefore, do not constitute a source of funds for 

farmer loan demand. 

2. 	 Urban Demand 

It is asstmed that (as in the Allen projections) urban loan demand 

is limited to 150 percent of cu,,rlative urban savings (or borrow

ing of 1.5 x shares and deposits). 

ILoan demand per hectare was estirnted using Allen's annual percent 
ae increases. Th- total de.mand estimated f-r 6/77 (S1 million)
is the same as that used by Allen, rather than the S1.6 million in 
the new project paper, so that is more compatible with the 6/78
figures ($l.5 million). 



-174-


It is assumed that the average loan period of urban loans is 18 

months with equal monthly amortization. Assuming equal monthly 

amounts of funds are lent within each calendar year, 36 percent 

of lent funds are repaid in the same calendar year, 57 percent 

in the 	following calendar year, and 7 percent in the next cal

endar year.
 

Repayments plus annual new savings less d4: - ed for... 


external funds. It is assumed that these ec_=.al loans are pro

vided by CREDICOOP.
 

Note: 	 Funding and Operating income and Expenses of Urban and Rural 

Credit Unions 

This section of Allen's projections is excluded here since it 

was felt that a global estimate Ctotal for all credit uMions) 

of revenues and expenses is reaningless and risleading. For 

example, a small nzmnber of credit unions :nv account for the 

bulk of either of these n'.u itirts. in addition, those figures 

do not indicate the general _narcta! condition of the individual 

credit cooperative, nor how mniy appear 'eaded towards self

sufficiency.
 

Sources 	and Uses of Capital Funds: CEDICCOP 

These 	sections have been made cu-ulative which elminates the
 

need for Mlen's section F.3.
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D. 	 SOJRCES OF CAPITAL FUNDS 

Sowe changes and additions to the Allen projections have been made to 

this item. 

1. 	 Capital From Previous Year 

The reserves grants of $140,000 were capital donations made by AID 

in '.976 and 1977. It is assumed this is available for loans. Pre

vious capital funds accumulated of $26,928 is previously accumulated 

share capital paid in by the credit unions to CREDICOOP. 

2. 	 Annual Savings of Credit Unions in CREDICOOP 

Article 21 of CREDICOOP's bye-laws states that member credit unions 

must maintain an equivalent of 2.5 percent of their o,.n savings 

(shares and deposits) as shares in CREDICOOP. This means that 

2.5 percent of annual new savings in credit unions should be 

invested in CREDICCOP which in turn bccomes a potential source 

of capital funds. In addition, =E, ICCOP loan regulaticns state 

that 5 percent of loans to credit unions r-.s: be capitalized. 

3. 	 External Borrowing, (Annual) 

Virtually all of C=dICOOP's external borrowing is accounted for 

by the $3 million loan from AID. The annual borrowing shon is 

different from the disbursmenc schedule fcund in the attended 

loan agreement dated 12/7/76. The reason is that the amount 

actually disbursed as of 6/77 was different from that scheduled. 

It was assmed here that the balance of the S3 million is divided 

equally among the remaining four years of the project. 



4. 	 Repayments From Credit Union Loans 

To simplify calculations, the loans to both rural and urban credit 

unions are assumed to be repaid in 11 months which, given the 

cycle for agricultural loans at least, means that repayments would 

be received in the year following the disbursement. No delinquency 

is assumed so repayments are 100 percenc of the amount disbursed. 

5. 	 Marketing Advances Repaid 

This is the balance of total sources less loans to credit unions 

from the previous year (line E.2) which becomes a source the fol

lowing year. Marketing advances are discussed below. 

E. 	 USES OF CAPITAL FUNDS 

1. 	Loans
 

a. 	 Rural Credit Unions 

These are the same amounts projected by Allen ith the excep

tion of the 6/77 and 6/73 figures. Th]e figure for 6/77 iras 

estimated using the estimated Lnterest received for the fis

cal year C$34,935 t .09625 = 3363,434). For 6/73 he figure 

in the global investment plan was utilized. 

b. 	Urban Credit Unions
 

These amounts represent surplus demand Cline C.2.g.) in urban 

credit unions. 
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2. 	 Marketing Advances 

These projections do not deal with the marketing aspect of CREDI-

COOP. Hoever, it is assumed here that any surplus after produc

rion credit loan demand is met is applied to marketing advances 

to credit unions rather than deposited in interest bearing accounts. 

It is assumed these advances are short term and are repaid the fol

lowing year (line D.5.). 

F. 	 REVENUB S 

1. 	 Dues 

This was eliminated as a source of capital funds Csection F.). 

Dues are used as income to cover operating expenses and as such 

are 	not a source of funds for loans. The total dues for 1977 

are 	actual, but the capitalization and member dues are estimated.'2 

a. 	Capitalization Dues
 

These are calculated as .5 percent of projected cumulative 

savings of all member credit unions. 

b. 	 Member Dues 

These are calculated as $.32 per member times total member

ship. 

1All actual revenue and e.xpense figures were obtained from the 

October 1977 AID project paper. 

'The projected dues for this year were calculated ($8,913 + $4,335 
$13,248) and these percentages applied to the actual total to obtain the
 
estimates shown.
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i.. 	 r-.i--zu mwenues 

This was estimated as $300 per audit for 50 percent of the credit 

unions per year and $400 per credit union for education per year. 

Crhis compares with $200 for 50 percent and $500 respectively in 

the Allen projections.) Again, the total for June 1977 is actual 

with (1) and (2) estimated based ou the percentages for June 1978. 

3. 	Interest
 

a. 	 Interest and Conmission 

This is interest and commission on loans to credit unions pro

jected as 10 percent and .5 percent respectively (as compared 

to 9 percent and .5 percent in the Allen projections) for a 

total of 10.5 percent of loans to rural credit unions (line 

F.Z.a.). Since the estimated term of these loans is 11 months, 

the adjusted interest rate is .09625 C11/12 x .105). Even 

though the commission is paid on the full amount of the loan, 

for ease of calculation the .5 percent was merely addeo. to. the 

interest rate. The difference in revenues is insignificant.
 

b. 	Interest on Deposited Repayments
 

Since credit union loans are for 11 months, there is one 

month when the repayments are deposited rather than being 

relent ieimdiately. The estimated annual interest on these 

depcsits is 8 percent (currently what savings and loans are 

paying for passbook accounts). Thus, the adjusted interest 

rate is .006667 (1/12 x .08). The $22,032 for June 1977, 
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includes $16,799 interest on 	accounts receivable and $5,025 

interest on deposits.
 

G. 	EXPENSES
 

1. 	Interest - AID 

Annual interest on the $3million AID loan is 2 percent of the 

outstanding balance, which is equal to the cumulative disburse

ments since the first repayment is not due until 1986.
 

2. 	The National Development Bank charges a 1 percent pass-through
 

commission on the $3 million AID loan. 

3. 	Interest - Other
 

-It is not known what the $13,705 for June 1977, represents. The
 

$23,315 for June 1981, is interest on "borrowing by -REDICOOPto
 

meet demand in 1980 over and above funds available from the AID 

loan and other available funds" (Allen). 
Thiese are short-term
 

funds of 11 months amortization with estiman ated annual rate of 

.08 or .0733 adjusted. The amount of the borrowing as shown in 

the loan agreement is $317,938. 

4. 	Bad Debts Allocation
 

An 	 estimated 1 percent cf loans is allocated each year to cover 

bad debts, even though repayments (line D.4.) assume 100 percent 

recuperation of loans. 

G.5 	and 1.5. Personnel/Operating Costs 

Here two alternative sets of projections are made (lines G.4 

and 1.4). The Allen projections show a decrease in these costs 
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from June 1977, actual of $157,024 (or a projected $154,700)
 

to $153,670 in June 1978. It is assumed here that instead
 

these costs will increase by at least 10 percent per year to
 

cover inflation (line G.4.). Total expenses and net profit
 

resulting from this assumption is shown in lines G.5. and H.
 

respectively.
 

If CREDICOOP is to breakeven by the end of the project (6/81), 

then these costs can only increase by a maximum of 16 percent 

annually (line 1.4.). Lines I.S. and J. show the total expenses
 

and net profit resulting from this assumption. 



APPENDIX B
 

SM4IP CREDIT UNIONS - STATISTICAL S MARY 

Rural Credit Unions
 

Coronel Bogado
 

Coronel Oviedo
 

San Juma Bautista. 

Quiindy 

La BarrereAa 

Coe Pyajhu 

Promocion 

Acahay
 

San Ignacio
 

Urban Credit Unions
 

Comecipar
 

San Pablo
 

Mb-icao
 



Members-Total 


Farmers . 

Non-Farmers 

'Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance(EOY)-Total 


Farmers 


Non-Farmers 


Peak Loan Balance-Farmers 


Shares Balance(EOY)-Total 


Farmers 


Non-Farmers 


Demand Deposits 


Fixed Term Denosits 


Loan Balance(EOY)w BNF 


Loan Balance(EOY)w Credicoop 


Gross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income 


Other Income 


Expenses-Total 


Administrative 


Financial 


Marketing 


Net Income 


Loan Delinuency (%) 


CI) May 1977 

C2) July 1976 

6/77 

574 


303 


271 


21,597. 


13,736 


7,861 


15,159 


10,040 


5,119 


12,130 


7,664 


4,368 


3,296 


178 


-


5,337 


13,637 


4,543 


1,186 


739 


70 

2,337 


161 


3,412 


1,007 


701 


1,704 


1,131 


12Ci) 
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CORONEL BOGADO
 
(000) 

6/76 

454 


245 


209 


10,782 


5,924 


4,858 


8,556 


5,242(2)
 

3,658 


10,285 


4,486 


2,477 


2,009 


-

-

5,452 


2,636 


1,728 


1,016 


487 


77 


-

151 


1,700 


1,058 


642 


-

28 


36% _ 

6/75 

388 


251 

137
 

13,663 


10,153 


3,510 


7,380 


8,689
 

3,091 


1,979
 

1,112 


_
 

_
 

5;996
 

833 


1,486 


953 


369 


5 


. 

159 


1,423 


721 


631 


63 


6/74 6/73 
319 127 

1,120 67 

884 -

236 67 

784 88 

88 

.1,292 253 

253 

218 -

150 23 

78 1 

37 -

1 

34 22 

267 53 

232 53 

35 -

_ 

C117) (30) 



Member .-Total 


Farmers 


Non-Farmers 


Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance 12 month average 


Farmers
 

Non-Farmers
 

Peak Loan Balance-Farmers
 

'hares Balance(EOY)-Total 


Farmers 


Non-Farmers 


Demand Deposits 


',"ixed Term Denosits 


Loan B-lance - External Loans 

12 month average
 

Gross Income 


Interest 


Commissions 


Punitive Interest 


Marketing income (net) 

Other Income 


Zxpenses-Total 


Administrative 


Financial 


Marketing 


Net Income 


Loan Delinauency (%) 


6/77 

650 


181 


469 


9,390 


2,840 


6,558. 


7,731 


7,487 


2,496 


4,991 


617 


407 


3,85: 


2,098 


911 


459 


107 


547 


74 


1,483 


1,179 


304 


-

615 


11% 
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CORONEL OVIEDO
 
(0 000) 

6/76 


626 


180 


446. 

-


-

-

9,571 


6,260 


2,148 


4,112 


255 

100 _ 

3,759 

1,736 


1,173 


392 


113 


-

58 

1,643 


1,232 


411 

-

93 


6/75 6/7h 6/T3
 

740
 

274
 

464
 

-

10,743
 

5,488
 

2,090
 

3,398
 

173
 

4,573
 

1,722
 

1,179
 

286
 

78
 

-


179
 

1,055
 

506
 

549
 

667
 

-



--

Members-Total 


Farmers* 


Non-Farmers 


Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance 12 month average 


Farmers
 

Non-Farmers
 
Peak Loan Balance-Farmers
 

Shares Balance(EOY)-Total 


Farmers 


Non-Farmers 

Demand Deposits 


Fixed Term Deposits 


rLoan Balance - External Loans 

.12 month average
 

Gross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income (net) 


Other Income 


Expenses-Total 


Administrative 


Financial 


Marketing
 

Net Income 


Loan Delinquency (%)
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SAN JUAN BAUTISTA 
( 000) 

5/77 

363 

174 

189 

13,664 

9,296 

4,368 

6,771 

5/76 

258 

118 

140 

-

-

4,585 

5175 

227 

107 

120 

3,890 

5/Th 5/73 

4,944 

3,177 

1,767 

-

2,862 

1,746 

1,116 

-

1,972 

1,237 

735 

- - -

5,149 3,323 -2;944 

1,880 

660 

575 

47 

187 

411 

1,229 

674 

555 

1,003 

621 

173 

S 
102 

104 

783 

479 

304 

191 

53 

136 

2 

-

...... 

393 

327 

66 

651 222 C202) 
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QUIINDY 
(,000) 

7/77 7/76 7/75 7/74 7.1/73 

Members-Total 224 181 147 

Farmers' 152 120 74 
Non-Farmers 72 61 73 

Loan Volume-Total 7,978 

Farmers 6,106 -

Non-Farmers 1,872 -_-

Loan Balance 12 month average 4,543 1,612 813 

Farmers 

Non-Farmers 

Peak Loan Balance-Farmers 

Shares Balance(EOY)-Total 2,964 1,255 500 
Farmers 2,101 1,010 401 
Non-Farmers 863 245 99 

Demand Deposits 1.12 10 
Fixed Term Deposits - = 

Loan Balance - External Loans 5,044 2,104 575 
12 month average 

Gross Income 1,134 430 138 

Interest 513 208 81 

Commissions 356 177 26 

Punitive Interest 10 6 

Marketing Income (net) 68 - -

Other Income 187 39 31 

aBxenses-Total 1,130 512 221 

Administrative 650 279 157 

Financial 480 233 64 

Marketing - -

Net Income 4 C82) C83) 

Loan Delinquency (/) 4% 1 _ 1 _ _I 
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LA BARRERENA 

(0000) 

6/77 6/76 6/75 6/74 6/73 
Members-Total 231 174 153 78 -

Farmers 66 47 5s 71 
Non-Farmers 165 127 98 7 -

Loan Volume-Total 7,673 3,354 2,448 - -

Farmers 3,501 1,733 1,578 - -

Non-Farmers 4,172 1,621 870 -

Loan Balance(EOY)-Total 3,947 1,516 1,577 - -

Farmers 1,826 625 697 . _ 
Non-Farmers 2,121 891 870 . -

Peak Loan Balance-Farmers 2,418 1,733 1,578 _ -

Shares Balance(EOY)-Total 2,988 1,358 741 91 -

Farmers 926 407 341 6 -

Non-Farmers 2,062 951 400 8 
Demand Deposits 

-

Fixed Term Deposits . . 

Loan Baiance(EOY)wBfBNF -2,2U9 828 '797 

Loan Balance(EOY)w CredicooD 1,701 274 49-
Gross Income 606 316 217 - -

Interest 313 i94 137 - -

Commissions 268 88 44 -

Punitive Interest 19 8 2 

Marketing Income - -

Other Inccme 6 26 34 - _ 

Expenses-Total 798 526 323 

Administrative 467 389 243 
Financial 331 137 80 

Marketin - -

Net Income (192) (210) (106) - -

Loan Delincuency (%) 6.1% 38% 



___ 

:Members-Total 


Farmers
 

Non-Farmers
 

Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance(EOY)-Total 


Farmers
 

Non-Farmers
 

Peak Loan Balance-Farmers
 

Jhares Balance(EOY)-Total 


Farmers
 

Non-Farmers
 

Demand Deposits 


.'ixed Term Denosits 

Loan Balance(EOY)v BNF 


:Dan Balance(EOY) Credicoop 


dross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income 


Other Income 


7xpenses-Total 


Administrative 


Financial 


Marketing 


:let Income 


Loan Delinauency () 

(1)September 1976
 

6/7T 

337 


10,658 


8,874 


IP886 


7,798 


4,729 


16Z 


-.. 


4,766 


413 


2,299 


1,Z48 


616 


169 


.....
 

266 


2,174 


1,043 


1,131 


.
 

125 


c47% 
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COE PYAJHJ
 
( 000)
 

6/76 


308 


5,111 


3,329 


1,782 


8,954 


3,618 


6,347 


277 


1,702 


1,477 


222 


3 


-

1,953 


1,114 


839 


....


(251) 

18% O I 

6/75 


336 


10,935 


9,192 


1,743 


13,600 


3,910 


-


11,602" 


2,016 


1,675 


332 


6 


3 

1,94S 


813 


1,132 


71 


6/74 6/73. 

349 288 

8,746. 4,345 

5,479 21203 

3,267 2,142 

6,568 1,735 

.2,879 1,474 

55 66 

25 

4,588 279 

243 

888 234 

718 160 

153 -

-

9 74 

846 344 

543 221 

303 124 

34 (111) 



--

Members-Total 


Farmers 

Non-Farmers 


Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance(EOY)-Total 


Farmers 


Non-Farmers 


Peak Loan Balance-Farmers 


Shares Balance(EOY)-Total 


Farmers 


Non-Farmeri 


Demand Deposits 


Fixed Term Deposits 


Loan Balance(EOY)w BITF 


Loan Balance(EOY)w CredicooD 


Gross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income 


Other Income 


Expenses-Total 


Administrative 


Financial 


Marketing 


Income 


Loan Delinquency (%) 


6/77 

438 


317 


121 


4,613 


2,908 


1,705 


8,996 


6,601 


2,395 


8,730 


5,060 


3,410 


1,650 


-

6,070 


750 


1,082 


711 


109 


2 


-


260 


1,410 


802 


608 


-

C.)8et 


53%
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PR@IOCION 

(0000)
 

6/76 

440 


328 


112 


2,091 


1,644 


447 


8,587 


6,355 


2,232 


8,100 


5,062 


3,308 


1,754 


-


5,252 


220 


1,481 


1,194 


52 


114 


71 


50 


1,611 


1,170 


370 


71 


C130) 


6/75 

497 


325. 

172 


12,200 


-

-

12,200 


7,334 


4,866 


-

5,464 


3,100 


2,364 


3 

7333 


102 


1,952 


1,533 


273 


-


-


146 


2,163 


956 


1,207 


C211) 


6/74 6/73 
470 417 

320 252 

150 165 

9,647. 6,268 

5,600 3,273 

4,047 3,055 

9,647 4,515 

5,600 

4,047 

5,600 5,919 

.4,637 3,016 

2,645 

1,992 

- 25 

3,609 1,917
 

212 

1,269 870
 

992 448
 

-
 -

-
 -

277 422 

1,244 986 

- 680 

306 

_
 

25 (116)
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ACAHAY 
(000) 

Members-Total 

Farmers 

Non-Farmers 

Loan Volume-Total 

Farmers 

Non-Farmers 

Loan Balance(EOY)-Total 

Farmers 

Non-Farmers 

Peak Loan Balance-Farmers 

Shares Balance(EOY)-Total 

Farmers 

Non-Farmers 

12/77 

-

-

-

-

-

-

-

-

-

12/76 

131(1) 

72 

59 

1,121 

1,078 
43 

1,409(1) 

1,238" 

.1,710 

. 587 

623 

388(l) 

235 

12/75 

122 

-

-

-

-

-

1,247 

1,078 

-

-

522 

-

12/T4 

92 

39 

53 

954. 

748 

206 

857 

748 

206 

748 

313 

182 

136 

12/73 

-

-

-

-

-

-

-

-

-

Demand Deposits 

Fixed Term Deposits 

Loan Balance(EOY)w BNF 

Loan Balance(EOY)w Ciedicooo 

Gross Income 

..... 

-

-

-

1,065 

393 

219 

-

1,109 

176 

169 

733 

10 

47 

-

-

-

Interest 

Commissions 

-

-

135 

40 

109 

31 

17 

24 

-

-

Punitive Interest - 44 - -

Marketin'g Income --

Other Income 

acpenses-Total 

- 29 

408 

6 

238 

-

186 -

Administrative 

Financial 

Marketing 
Net Income 

Loan Delinquency (_) 

-

-

-

" 

-

243 

165 

(1891 

51% (3) 

165 

73 

-

(69) 

32% (2) 

167 

19 

(139) 

1% 

-

-

-

-

-

(1) November 1976 

(2) January 1976 

(3)March 1976 



Members-Total 


Farmers 


Non-Farmers 


Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance(EOY)-Total 


Farmers 


Non-Farmers 


Peak Loan Balance-Farmers 


Shares Balance(EOY)-Total 


Farmers 


Non-Farmers 


Demand Deposits 


Fixed Term Deposits 


Loan a ance(Ey)wBNF 

Loan Balance(EOY)w Credicoop 


Gross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income 


Other Income 

acpenses-Total 


Administrative 


Financial 


Marketing 


Net Income 


Loan Delinauency (%)

6/77 


441 


335 


106 


7,075 


6,008 


1,067 


18,788 


17,721 


1,067 


17,721 


7,194 


6,506 


588 


-


20,254 


464 


5,073 


3,593 


230 


949 


301 


4,996 


1,258 


2,964 


772 


77 
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SAN IGNACIO 

(9 000) 

6/76 


447 


280 


167 


5,598 


4,325 


1,273 


21,389 


20,254 


1,135 


22,535 


7,677 


6,702 


975 


-

-


20.,254 


640 


4,503 


3,938 


185 


.... 

380 


4,880 


1,374 


3,208 


2S9 


(377) 


6/75 


485 


152 


333 


28,431 


27,003 


1,428 


28,327 


22,068 


-

30,922 


7,737 


6,650 


1,887 


-

330 


22.068 


835 


4,121 


3,050 


790 


281 


3,967 


2,410 


1,557 


-

154 


6/7h 6/73 
333 

118 

215 

11,461. 

10,631 

780 

24,857 

24,582 

777 

24,857 

.6,959 

6,449 

505 

is 

150 

22,583 

1,064 

843 

516 

114 

.-.
 

214 

857 

352 

505 

-


(14) 



:embers-Total 


Farmers 


Non-Farmers 


Loan Volume-Total 


Farmers 


Non-Farmers 


Loan Balance(EOY)-Total 


Farmers 


Non-Farmers 


-eak Loan Balance-Farmers 


Shares Balance(EOY)-Total 


Farmers 


Non-Farmers
 

Demand Deposits 


Cixed Term Denosits 


oan Balanoe(EOY)v BINF 


7-an 
 Balance(EOY)w Credicoon 


ross Income 


Interest 


Commissions 


Punitive Interest 


Marketing Income 


Other Income 


>.:renses-Total 


Administrative 


Financial 


Marketing 


[et Income 


oan Delinauency (%) 


3/77 


.735 


...
 

...
 

43,750 


....
 

...

38,000 


a . 

...
 

-


34,083 


-'-


.2,627 


3,046 


-.
 

-


,515 


5,507 


.-


...
 

.....
 

308 


3,554 


3,115 


439 


...
 

2,261 


146% 
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COMECIPAR
 
CG 000)
 

3:/76 


613 


31,327 


25,753 


22,698 


..
 

610 


-

-

-

-

-

0.94% 


3/75 


540 


15,582 


14,592 


-

14,461 


-

-

2,031 


75 


1,283 


1,155 


128 


748 


'.45 


3/T4 3/73
 

408 289
 

"•
 

7,920 5,244 

- " 

7,920 5,244
 

.
 

-

.7,340 4,080
 

150 

-

986 121
 

946 21
 

90
 

70 10
 

705 134
 

702 132
 

3 

280 (11)
 

n.98% 2.63%
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SAN RABLO 
(0000) 

12/77 12/76 12/75 12/7h 12/73 
Members-Total - 264 245 220 -

Farmers - -

Non-Farmers ..... 

Loan Volume-Total - 2,580 2,017 - -

Farmers .... 

Non-Farmers - - - -
Loan Balance(EOY)-Total - 1,598 1,163 716 -

Farmers ,

Non-Farmers -.-

Peak Loan Balance-Farmers -
Shares Balan2e(EOY)-Total - 1,378 939 777 -

Farmers " - -

Non-Farmers 
Demand Deposits - - -

Fixed Term Deposits -

Loan Balance(EOY)w BNF 

Loan Balance(EOY)w Credicoop -

Gross Income " 22 -62 S2 
Interest - 164 112 49 -

Commissions 50 41 29 -

Punitive Interest - -
Marketing Income - _ 

Other Income " 8 9 4 -

Expenses-Total 152 138 74 -

Administrative " 152 138 74 
Financ ial -

Marketing - -

Net Income i70 24 18 -

Loan Delinquency (%) " 11% 16 ! - -

(1)Noverber 1975 
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MERICAO 

(000) 

Members-Total 
TT____ 

173 
2/76 

136 
2//T5 

8S 
2/Th 

49 
2 13 

-
Farmers 

Aon-Farmers 

Loan Volume-Total 1;898 860 - 124. 
Farmers 

Non-Farmers 1,898 860 - 1.2A -

Loan Balance(EOY)-Total 1,264 52S 74 -

Farmers 

Non-Farmers 

Peak Loan Balance-Tarmers 
Shares Balance(EOY)-Total 1,060 547 214 30 -

Farmers 

Non-Farmers 

Demand Deposits 

Fixed Term De sosits 90 

Loan Balance(EOY)w BNF 

Loan 8alance(EOY)w Credicoo _ 

Gross Income 161 70 -0 17 -

interest 105 44 14 3 -
Commissions 38 17 6 2 -
Punitive Interest 2 2 1 - -

Marketing Income ... 

Other Income 16 1 9 12 -

'-!cDenses-Total 153 68 23 16 -

Administrative 140 61 23 16 
Financial 13 8 - -
Nfarketing - _ -

Net Income 1 7 1 
Loan Delinquency (%) 3% 6 S, 
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APPENDIX C 

DELINQUENCY AND LEVERAGING 

One of the most crucial issues in this project has been that of the high delin

quency and potential insolvency of a number of rural credit unions. 

I. CAUSES OF THE PROBLEM
 

A. LEVERA-%GING 

The policy of all the participants in the project - CUN-, AID, BNF, 

and CREDICCOP - until 1974 seemed to emhasize the borrowing of large 

amounts of external capital by raral credit um.ions with little con

cern about the 7ossible effect o:n :e :in:-I,: strue..... of those 

credit unions. These credit unions ,-ro.:cJ several ti:; n; their 

share capital; a 10:1 ratio a.parontly .;,-as.... In one case 

a loan application for 51,4,600 ,.;f -m -n ',L,- in 5/7-1 -<n t!,, credit 

union concerned '-.d only 13,450 in Ca .tzU, 1- :1 ratio. The 

loan policy of the lender, the . -.. n- ttd 

such high le0tera2in wh, •. .. .... tne 

continuing assistance ..... :: '''" • .D . nh 

evolved into stron finncia i;':u::oncc:.a.,"" -. n:vji; Tarze 

external hus, 7hatamounts of cantal. it is likly .. C.rcuS ar.lvsis 

of each credit union's 11:n-icazicn .ct .c' andloan ,na -r..., that 

loans were granted fairly easily. To il>,Szra::,. F loans to c.C 

eratives increasd 7.r7 -, ,,, to -tcen 1972 and1,,)3SiTE 1973; 

most of these reczipients ,.erccrelit xiicns. After t.e creation of 

CREDICOOP (chartered in 1974, it was no' always conwlted before loans 

were extended to these credit uions, even though they were menbers 
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of CREDICOOP. 

This expansive supply of external funds meant, in turn, 

that credit unions could lend to all members who applied for pro

duction credit loans. Consequently, the analysis of these applica

tions may have been done hastily, with in-ufficient rigor. This 

over extension of credit ultimately resulted in high delinquency 

rates.
 

High leveraging combined with an inability to collect 100 percent.
 

of the funds lent out produces a magnified adverse effect on mem

ber savings. The follwing exrmple illustrates this point: 

External Lan Shsres Loans to M,!embers 

1. "0,000 1 
 10,000
 

2. 100,000 10,.Jfl 
 110,000
 

Balance 100,000 20,000 
 120,000
 

A credit union with S10,000 in share capital can borrcw 5100,000 (at
 

a 10:1 ratio) thereby increasing its loan portfolio by S110,000 to 
$120,000 and accountits share capital by $10,000 to S20,000. With 

a delinquency rate of just 16.7 percent 0,00_0 the credit Luion 
would be able to repay the external loan, but it '.-Oculd find itself 

completely decapitalized. The value memerof the shares would be 
reduced to zero. Any new share savings ,^ould lose their value 

immediat'ly.
 



Presumably, inorder for a 
credit union to be Pble to mobilize
 
savings, ithas to be able to develop its management capabilities
 

as manifested by the ability to gain the respect/trust of its
 
members, control costs and to pay an acceptable dividend. 
These
 
same capabilities prepare it to manage the funds generated. How
ever, in this situation externally borrowied funds can be obtained 
without any real demonstration of management capabilities.
 

The most critical factor in this process though is that none of 
the project participants apparently foresaw the potential disastrous 
consequences of high leveraging. The BNF apparently did nct recognize 
the greatly increased risks involv in this lend]in, situ::tion, with 
the resultant possibility that repavrent would nestbe tnc-rtain. 

In effect it did not take- adecuate sca-,'C,"Urds to prctect its on 
funds. CUN.A and AID s'irilarly d L-t reCogniz? sercuSSth i,,li

cations for the project credit unions, i.e., that me.erate 
delinquency could decapitalize a cedi.t tw.ion. T:ey faike to 
protect the best interests of "hese credit un.cn;, te y o 
ing more stringent r.olicies re"a:'di.M exter.M ""ns or "v;-.-:ting 

out to each credit union the serious ccnselu ..ces Lhat could result 
from accepting such large hmolnts c: external funds. 

B. CALVUIATION OF LC.N DELI.N OUECY 

In fact, there may have bec-n a high delinquency even before the RF 
loans were gr inted. However, due to the w-ay delinquency ,as calcu
lated neither the BNT nor the credit unions rxmv- have been aare of 



the problem. At the beginning of the CUNA project non-agricultural 

loans in 13 credit unions represented an average of 60 percent of 

the loan portfolio. Non-agricultural loans generally eithzr have a 

term longer thmn a year and/or more than one payment. In this case, 

if delinquency is calculated by dividing only those payments past

due by the balance of loans outstanding Cwhich is what Paraguay 

credit unions were doing before 1974), the result is a delinquency 

rate which does not reflect the amount at risk. In fact, once even 

one payment is missed, the whole remaining balance of the loan is 

at risk and should be considered delinquent. Dividing this balance 

by total outstanding loan balance gives a much truer picture a well 

as a higher delinquency rate. Had credit unions been using this 

method, they would have been alerted to existing problemz sconer and
 

perhaps would have thought more carefully about the ionli.ations of 

external borrowing with an already high delinquency. 

Unfortunately, even a 
correctly calculateI Jelinquency rate is 

not very applicable to credit unions whose 7crtfolios have a large 

percentage of agricultural loans. I SUC a orolio c.. r,1ll.. n-a 

large fluctuations in the loan balances due to seafcna! variations 

in the crops being produced. These fluctuations result in the de

linquency rising as loans are successfully collected 
ad the small
 

portion of uncollected loans becci.es the major portion f the re

maining loans outstanding. That is, the dencminator decreases but 

the numberator does not, which prcduces a higher delinquency index. 

Actually, either method for calculating delinquency produces the sameresult on loans such as those for agricultural production with just 
one payment. 

http:becci.es
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Or conversely, borrowing and lending a large sum can produce a 

sharp drop in the delinquency rate "ith no real improvement in 

the situation. That is, the denominator increases but not the 

numerator,
 

These problems can be partially resolved by using the recupera

tion rate which results from dividing the total of pa)ments 

received by the total payents due. Thus, both the z,.rator 

and denominator change proportionately. This rate reflects 

better what is actually happening in a .:rexil unica p.oviding 

primarily seasonal agricultural credit than does the standard 

delinquency rate.
 

However, both t-hese measures are cni, indicators and need tuo
 

be interpreted and ex-)olined. Tihe problem ;n the early stages 

of the project was that these _easures were nct u d at all, 

nor was there an attc,.t to .ealv an!..: the outstanding 

loan balances in -he credit unions. 

C. OTHER PROBLDI
 

Another problem in some credit unions has been the granting of 

loans in too wide an area. in fact, it ap-pears t-at delinquency 

is at least partially correlated with the distance of the lo an 

recipient from the credit iziion. This results from the diffi

culty of monitoring/follow-u on loans to distant members. 
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A related problem is a tendency to use collateral as a substi

tute or at least as a priority consideration over careful pre

loan analysis and member education. Much of che collateral 

of farmers (implements, livestock, etc.) is easily movable and 

therefore presents difficulty of foreclosure. The cost of 

foreclosure is sufficiently high and the difficulties such
 

that credit unions are effectively precluded from t~his action. 

In addition, if the collateral is obtained, there is the problem 

of how to dispose of it.
 

II. ACTIONS TAKEN 

By 1973 there were 11 credit unions which had been damaged by lever

age. This number had increased to 13 by 1974. in this year, the 

new CMI.% advisor surfaced the scricusness of the prcble-. ."1i 13 

credit unions .,ere cut off fro' credit .1t the insi te:ne of CRI-

COOP to the 3NF. CPEDrCCCP? egan e..hasiz: the collectio of 

loans to their member credit Phe S wereunions. 	 .i7c0,Ln:reo_<ures 

introduced in 1974:
 

1) No member credit unicn can receive a prc'uction !oan greater
than three tiz'.es its share capital; 

2) 	 In order to receive a loan, the tta:.ao-unt of a credit union's 
external debt -,aynot exceed five ti:-s its share capital; 

3) 	 Loans to an individual member cannot exce,'d S tres his/her share 
savings; 

4) 	 Delinquency calcualtion by credit unions must take into acccunt the 
total remaining balance of the delinquent loan, rot just the portion 
that is in arrears; 
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5) Legal collection procedures enforced by credit unions, using
 
lawyers contracted through CREDICOOP;
 

6) A simplified delinquency report used by credit unions to stimu
late the recording and reporting of delinquent accounts to
 
CREDICOOP;
 

7) Coordination between the Banco Nacional de Femento and CREDICOOP 
to improve the quality of loans being made. 

In1975 marketing also became a key instr,:ment in loan collection. 

That is, the income to the farmer from sellin- his crop to the credit 

union is applied first to thc repa)ment of the loan. The balance is 

the net income to the farmer. 

A constraint on making this method of ccllecton successful was the 

absence of working capital to advance funds to credit unions against 

products delivered by the members. m>rbers ',,r'r.ere -.'sitant to 

deliver their products to the credit union if it -asnot able to 

advance funds against these products. Credit uien '.,rethen 

forced to market their produce by other :means. .:..~at 3 lloss of 

control on recueratio bv thy credit u-ion. As a re""at, tsere ,s 

an increase in delinquen -':. Th1,is cause ft >linquu scld be 

resolved by use of the AID loan for necessary :r,:tn advan:es. 

In addition, allowing the use of the AID cmn for the m:a"rketing 

of cotton and tobacco should also improve this situa

tion. 

Inaddition, a positive incentive plan for credit union e=ployees
 

was established with AID funds in1976. In those credit unions
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where delinquency has been a problem, a bonus is provided where the 

recuperation rate on loans was 50 percent or above in 1976 and 85
 

percent or above in 1977. The bonus is calculated on a percentage
 

of the manager's salary, but isdistributed proportionately to all
 

credit union employees.
 

III. CURRENT SITUATION
 

Although these measures have noc eliminated delinquency problems, 7
 

of the original 13 credit unions cut of-F 
 reim external borrowing 

have managed to make acceptable progress in loering_.el..q,ency 

so that normal borrowing has been restore-d. No ne>; credit unions 

have fallen into a delinquency situation w-arranring a cut-off of 

credit.
 

Table 13 shows the current situation in the , tna1 iCreit Unions. 

Three (Crnl. Ov-iedo, San Pedro, Santan]) are :',o ccnsiuered cut of 

danger due to the -rc<ss the'y a-e :""ade. 7-1- ... - ".aVe 

neither receie,,d credit-;in 1976-1 7-, nor a:e th..: snLuk:_ :rceive 

loans in 1977-1973. Two of these "oel"--- :?- -, r- .Ot 

receiving credit fcr reasons not ..-ir.-,l1,,:c1 .e - i" n 

and Yuty) received -U7,sr-llicons 1n e -h-2ir situation 

has not iJmrcved signifioant-, have not "e.n w V2hc,C - Ve 1 Ls.

in 1977-1973. 0. the ot-'er seven to ,:ich credit -as been re-est-blished, 

three (acahay, Carapeg'aa, and Pr-:77ocian) still have hi gh de1inquency (51 

percent to 81 percent). However, these credit unions have recently hired 



-201-


TABLE 10
 

CREDIT UNIONS ORIGINWJY DAMAGED BY HIGH LEVERAGDh
 

000)
 

LEVERAGE 

ECTERNAL 


MkNS/S1RSS 

AS OF 11/77 AS OF 9/77 


Shares Loans Del. Del.
 

Acahay* 693 765 623 81 1.13 


Carapegua 2,350 4,295 2,906 68 1.14 


Coe Pyajhu 5,227 10,633 3,689 35 .76 


Crnl. Oviedo 7,567 8,176 951 12 


Del Norte 3,222 2,989 1,149 38
 

Juan O'Leary 1,840 1,925 1,829 95 .63
 

Paraguar / 2,829 4,728 1I4 .96
 

Promocion 5,268 8,346 4,225 51 i.18 


San Ignacio 8,014 19,787 18,798 95 'V.59
 

San Pedro 2,203 3,008 738 25 1.07 


Santanm. 1,677 2,842 639 22 .61 


Yaguaro'n 2,867 5,972 3,070 51 1.38 


Yuty 3,612 4,852 2,981 61 1.84 


*as of 9/77 

**This credit union gave automatic extensions to all borrowers and now 
original loans as delinquent even though payments are not being made 

PRODUCTION 
PRODUCTION CREDIT
 

CREDIT TO BE
 
RECEIRED RECEIVED
 
1976-1977 1977-1978
 

2,490
 

4,945 

158 17,895
 

158 11,816
 

4,497
 

279 3,774
 

382 5,651
 

420
 

134
 

sh.,: none of the 
to any great ertent. 
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new managers and elected new comittees. They are to receive credit in 

1977-1978 to enable them to get a "fresh start." They should be monitored 

closely by CREDICOOP since these are still considered high risk loans. 

All credit unions can get advances for marketing based on the estimated 

value of the crop. 

It should also be noted that the leverage ihich was originally so damrag

ing to these credit unions has been reduced below :L1in al! but one case 

(San Ignacio 2.59:1). it should be a phasized that these leverage ratios 

are lower due to required capitalization. .fter extercal loans are made 

to the credit union, the ratio is lower tan the pr2-loan level. For 

example, a credit union ith a 10:1 ratio (of rccsed loan to §;Lres) 

before an external loan would have a 5:1 ratJ.o after loan dihurze:.ent 

due to a 10 percent capitalization on re-le:,diw! to n-iv, i .z'ers. 

This can be seen in the folloing cyxnrple: 

Shares "xter- a1 !.)an Leverage 

Before Eternal Loan 10,000 100,000 10:1 

After External Loan 20,000 100,000 5:1 

CREDICOOP is ,,ell aware that Ln spite of the actions already taken, a 

serious problem still exists. The problm is 7articalarL.- crn'ia. and 

pressing in the one credit Laion (SanLInacio) which reorescents 46.5 

percent of the delinquency inthe original 13 dxaogec credit -nions. 

As discussed in Chapter III, CZiCO0P has established its c:, stabili

zation fund within the past year. The m.i"rmm a.ctmt that could be 
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generated within five years is $16,400 with the current formla. This 
is not even close to covering the current delinquency ($313,000) in the. 
10 credit unions still in serious condition in Sannor even Ignacio 
alone ($150,000). 'herefore, an alternative and more immediate solution 
for the current situation must be developed. 

Possible solutions and reconmendations are discussed in the Executive 

Summry. 


