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. RURAL” SAVINGS FOR CAPITAL HOBILIZATION -

PART 1. SUMMARY AND RECOMMENDATIONS . -

A. Recommendations:

It is recommended that $1 392 OOO 1n grantf Undsjvaapp.‘ved to f,nance four‘ffj‘

years of app11ed research and consu1t1ng act1v1ty-as:out11ned"1n th1s proaectfff

paper. The obligation schedu]e wou]d be as .o]]ous_;dFY 1982 $300, 000

FY 1983: $400,000, FY 1984 $400 000 FY 1985 $292 000

B. Description of the Project -

State Un1vers1ty (OSU) whlch 1s schedu]ed to tern1nate_on “Jun 30 1982

cred1t ass1stance act1V1t1es‘1n"the course of carry1ng out severa] 1nportant“;§

’stud1es of poss1b1e 1nnovat1ve approaches to the 1nprovenent of rura]

:f1nanc1a1 narkets The nost pron1f1ng of these nev. approachcs has provedHto*?i
be the exper1nenta1 nob1114at1on of pr1vate sav1ngs 1n tuo rura] areas'o Peru;

‘through a USAID H1ss1on proaect u1th a second 1eve1 cooperat1ve (BAHCOOP)ihh‘f

@ut11121ng OSU techn1ca1 ass1stance nade ava11ab]e through the Rura1 F1nanc1a]

‘MarLets cooperat1ve agreenent 0‘ the var1eoy of 1nnovat1on techn1ques tn
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have been exp]ored throughfthe current pr Ject sav1ngsgﬂob'11zat1on ap"”ﬁp;

of rura'l f1nanc1a'| 1nsf1tut1nns ‘as’a veh1c'lp of dpvp'lnnn,

Th1s proJect seeks co denonstrate the_V1ab111tj of‘th1s sav1ngs.nob111zat1on

approach for the accunu]at1on of f1nanc1a] cap1ta‘gjff

deveTop1ng countr1es.v In so do1ng, attendant app11ed f1e]dtcesearch‘x

technical ass1stance, tra1n1ng¢ and d1ssen1nat1on act1v1t1es u1]1 a150*oe:»~

provided in support of the pr1nary objective of denon rat1ng the practlcal
viability of rural’ saV1ngs nob111zat1on as a veh1c1e of deve]opnent5m
mobilization of - pr1vate sav1ngs in rura] areas through forna] rura]f i

1nst1tut1ons w111 1ncrease the. ava11ab111ty of f1nanc1a] cap1ta] to rural
borrowers thereby 1nprov1ng the1r econon1c c1rcunstances in 1ncreas1ng the

eff1c1ency of tne1r product1on, narket1ng, and/or consunpt1on act1v1t1es. ,The
proJect w111 thereby bridge the gap between the 11n1ted exper1nenta] p11ot i

study of sav1ngs nob111zat1on in the 1n1t1a] Peru proJect and the eventua]

acceptance and 1np]enentat1on of th1s approch by a var1ety of host cuuntrlesiﬂ

under a w1de range of d1verse c1rcumstances.

JBecause of 1t“extens1ve h1story of 1nvo]venent 1n rura] f1nanc1a act1v1t1es?i

h’" deve1op,n countryes and part1cu1ar1y 1ts recent,‘x

’pursu1t of sav1ngs nobi]1zac1on as a veh1c1efol‘deve1op ent (through the

fcurrent cooperat1ve agreenent w1th ST/PAD) 0h1o State Un1vers1ty 1s seen to

7be the nost capab]e potent1a1 prov1der of the serV1ces spec1f1ed in ch1s

sprOJect paper. Accordingly, approval is sought +a+—te—e*%end—%ﬁe_nunneht.




solely fron OSU to provide the services described in Lh1° proaect paper ‘é
through the veh1c1e of a new ST/RAD cooperat1ve agreenent w1th that

institution;

These services were essent1a11y outlined 1n an ear11er¥PI”‘J*"1’”'wwﬁ‘"'“
Sav1ngs and Cred1t", wh1ch was approved on Decenbet y _ ‘
ant1c1pated that the proposed extens1on of the prOJect conp]et1onmdate aﬂd
1np1enentat1on of - the new cooperat1ve agreenent nay be acconp11shed
suff1¢1ent1y_1n advance‘of.dune;30, 1982, to ensure nax1nun COﬂL]ﬂU]hy 1n‘m

vork of OSU in this field.



Part II.. PROJECT BACKGROUMD AND DETAILED DESCRIPTION

A. Background and Justification

borrowers --:and thereby to 1nprove thlhecononi c1,cunstance” 0 thesef

borrowers The nob11izat1on of pr1vate saivngs 1n rura]._,eas w111 1ncrease
the ava11ab111ty of f1nanc1a1 capital LO rura] borrowers, thereby 1nprOV1ng
their econon1c c1rcunstances by 1ncrea51ng the eff1c1ency of the1r product1on

marketing, and/or consunpt1on act1v1t1es. The proaect 1s de51gned to expand

the ava11ab111ty of f1nanc1a1 cap1ta1 1n rura1 areas through the successfu1gg?
sav1ngs nob111eat10n efforts of forna] f1nanc1a1 1nst1tut1ons that are

operatlng 1n, or- that are w1111ng to extend thelr operat1ons 1nto, rura]

areas. Accord1nglj, rura] savers w111 a1so beneflt through the prov1s1on 0 k7j

fa1r return on the1r sav1ngs‘ Rura] econon1es nay thus part1c1pate no

in the deve]opnent proces 2 aaﬁthe growth of r1nanc1a1f1nterned1atlon‘:

1bact1v1t1es 1n rura] areas through the expans1on of rura;;financ1a1~1.5i

f'1nst1tut1ons (RFIs)

e;Th1s proaect 1s proposed 1s a, necessarj and 10q1c“"fo11ow on effort to

tST/RAD s current cooperat1ve agreenent 1n Rura] F1nanc1a1 Harkets w1th OunvAQ

fystate*UnJvers1tv (OSU), w111 tern1nate 1n FY ]982»’”Thatdpr0Ject has prov1ded

'rextens1ve f1e1d serv1ce in trad1t1ona1 aqr1cu1tura| cred1t a551stance



act1v1t1es in ‘the: cour g

The nosttpronis1ng;

1nnovat1ve approachesito ura‘,financ1a1inarkets.

nev approaches has proved LO be the exper1nenta1 nob111zat1on of pr1vate
savings: 1n two rura] areas of Peru through a USAID n1ss1on proJect w1th

BANCOOP ut111z1ng OSU techn1ca1 ass1stance nade ava11ab1e through the Rur-

F1nanc1a1 Markets cooperat1ve agreenent Of the var1ety of 1nnovat1ve»j

techn1ques that have been exp]ored through the current proJect‘fsav1ngs

nob111zation appears to offer the greatest potent1a1 for?1nprov1ng he

1nst1tut1ona1 c1rcunstances of rura] f1nan_:w 1nst1__vp_
deve]opment
The proposed pro ect Ts-deS'gned"to take t1ne1/ advantage’otlf" pre sﬁh

approach by focus1ng on'the“nobmlizat1on of pr1vate?sa n95qb“;forna1 rura
f1nanc1a1 1nst1tut10ns uh1ch uou1d then ut111he these funds'to expand the
ava11ab111ty of f1nanc1a1 cap1ta1 w1th1n these sane rura] comnun1t1es. In so
do1ng, 1t 1s 1ntended to br1dge the gap betueen the 11n1ted exper1nenta1 p11oi

study of savings nob111zat1on 1n the 1n1t1a1 Peru proaect and the eventua1

acceptance and 1np1enentat1on of th1s approach by a var1ety of. host countries

under a wide range of d1verse c1rcunstances.

f J;gﬂProblemsawitthurrent;ApproachesutofﬂuralTFinance

'There 15 substantial ev1dence that nany of the current techn1ques of ra1s1ng

_and a]]ocat1ng funds for rural f1nanc1a1 uses. 've]op1ng countr1es are

.a111ng to ach1eve the1r des1red resu]ts. xn certa1n 1tua*10ns noreover

the current praCt1ces are exacerbat1ng the rura] T1nance prob]en ‘ These
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deve10pnent and fron a v1ew that f1nanc1a1 1nst1tut1onsaare the best ava1]ab1e

veh1c1e for carrj1ng out such resource tranfers.; Thej,are\also relnforced hyy
1nst1tut1ona1 denands fron donor organ1zat1ons and the1r;fnterna1 e

bureaucrac1es to nove 1arge anounts of noney so as to-na1nta1n tneir

presence.\ These pressures not on]y he]p to produce prograns and po]1c1es that
adversely afrect the perfornance of rura1 f1nac1a] narkets 1n neet1nggtne
long- tern needs of sna11 producers and 1ower-1ncone househo]ds' they a1so nake
it d1ff1cu1t to develop a]ternac1ve approaches for supporting the energence '
and 1nprovenent of f1nanc1a1 intermediation in rural areas of deve]op1nq

countries.

Spec1f1ca1|y, the wldespread re11ance upon subs1d1aedf1nferest rates 1n nany

developing countr1es is assoc1ated W1th such prob]ems'a

- correspondingly 11n1ted ava11ab111ty of cred1t

- high transaction costs for both 1enders and borrouers,

- \idespread incidence of. arrears in 1oan repa/nent

- serious weakening of f1nanc1a1 1nst1tut1ons serv1ng»rura1 areas ~and.

- skewed distribution of cred1t benefits auay fronithe-ruraT poo.
(those hav1ng the least access to regular f1nanc1a1 narkets)

An examination of each of these concerns'illustratesfuhy financial narkets
institutions have no: been improving their service to rural producers any
households in genera)l and to the smaller and ess affliuent of these putential

borrovers in particular. Despite the targeting of such disadvantaned evnine
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the uork-and res1dence 1ocat1ons of nostfrura] househo]ds{

Even when th1s d1ff1cu1ty is overcone the forna] 1end1ng procedures

typ1ca11y too cunbersone and%t1ne-consun1ng";
it can prove d1ff1cu1t for banks to adm1n1ster profitab]y these se
narg1na1 Toans: small rura] 1oans often suffer fron unusua]]y h1g Jt"?

de11nquenc1 rates, and 1oan off1cers \iho are genera]]y unfan111ar wfth the

c1rcunstances facing rura] product1on have d1ff1cu1ty asse551ng rura] cred1t

situations and needs. Portfol1o nix and 1nst1tut1ona1 cap1ta1 va]ues thereo
can suffer very substant1a11y in the rura] 1end1ng process." Fron the
borrover's perspective, h1gh transact1ons costs (both 1n nonetary costs and

time-and-effort lost in the Joan application process) frequent]y dr1ve the

snall rural borrouer back to reliance on traditional v111age sources orsgf
capital. Such local 1end1ng rates can be many tines h1gher than the

subs1d1zed formal rate. However, transact1on COSLS and the genera]

uncerta1nty of approva] of a forna] 10an often make 1t 1n the bestf‘cono i

1nterests of the sna]] rura] borrouer to obta1n cap1ta1 at higher 1nterest?f

_rates from 1oca1 noney]enders w1th1n the 1nforna1 sector

C]ear]y, traditional subsidized cred1t prograns are«orten po11t1ca11y usefu]

‘The prov1s1on of subsidized agr1cu1tura1 1nputs and concess1onary rura1 cred1t
s usua1lv enptoyed to conpensate .or agr1cu]tura1 pr1ce controls 1ntended to
entouraqe oo]1t1ca1 stability anong nonagr1cu1tura1 poou]at1ons.' Th1s

usefulress is frequent]y undern1ned houever by the r1nanc1a1 1nab111ty o.

(0
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de11nquency 1s a prob]en,_1nst1tut1ona1TJoan port1011os can’fa1

their- va]ue, and 1nst1tut1ona1 viab111ty 1s thereb threatened' Accordingly,

loans u111 be 1ncreas1ng]y channe]ed to 1arge s saferflborrouers who can
offer better co]]ateral and greater 11ke11hood'o‘ 1nely repaynent.; Sna11er
borrouers thus are p]aced at a c1ear d1sadvantage 1nﬂacqu1r1ng access to

product1ve resources and in’ adopt1ng new product1ve techno]og1es

Finally -- and 1nportant1y - part1c1pac1ng 1end1ng 1nst1tut1ons becone
dependent on cont1nued 1nfus1ons of be]ou narket external cap1ta1 in order to

maintain the original nagn1tude of the1r prograns and, frequent]y, even t

survive, Un1ess such add1t1ona1 outs1de fund1ng is nade ava11ab1e rura]_,p,

househo]ds are left u1th reduced access to cred1t and w1th a]no L no access t

1nst1tut10na1 sav1ngs opportun1t1es,,

The uork that AID has. supported to date,1n the area of rura1 f1nance“

1nc1ud1ng the extens1ve efforts of the 1973 Spr1ng Review of Sna]] Farner

'ggggitt ‘the very thorough uowk carrieo out by 0h1o State Un1vers1cy .ron ;}
1-1976 1981 under the ST/PAD S Rura] F1nanc1a1 Harkets PrOJect and the recenl
”Joint AID Hor]d Bank Co110qu1un on Rura] F1nance -- presents a fa1r1y c]ear
‘and consistent picture of the. fa111ngs of trad1t1ona1 types of subs1d1zed
rural credit prograns and po11c1es. Unfortunate1y, AID ha thus rar not be.
‘particu]ar1v effective in pronot1no‘neu po11cy or. proaect approaches that t«
tnese f1nd1ngs into account.‘ H1th a feu nocable encept1ons (Tor uhich sone

'docunen tation is ava11ab1e fron ST/PAD) - such as the BANCOOP P110t Sav1ng<

|
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Mob111zat1on Proaect 1n Peru, the Rura] F1nance txper1nenta| Project n

serious quest1on trad1t1ona1 dypes of rura] cred1t prograns.a It* rov1des

strong support for deve10p1ng and 1np1enent1ng new types of proaect:and pOT]C

1n1t1at1ves;

2. A Mew Approach: Primary: Enphasis. on Savings:.Hobilization

sav1ngs. Th1s task however, JS essent1a1 1. LDC f1nanc1a1 1nst1tut1ons are}i

ever going to deve]op se]f—susta1n1ng approaches for serv1ng rura]ﬁareas.

lack of concern ror sav1ngs nob111zat10n 1s generallj pred1cated on the'A
assunptlon that small farners and other rura] borrouers have 11tt1e narg1n ro )
sav1ng over consunptlon needs Furthernore, nornal]y urban based f1nanc1a1

‘ 1nst1tut1ons are v1ewed as belng un1nterested 1n the presunab]y sna]] sunf'"

,ithat n1ght be nob111zed 1n rura] areas, wh11e rura] 1nst1tut1ons are thoughta

to Tack the adn1n1strat1ve and: techn1ca1 sk111s necessary for the success“ut[

mobilization of savings.

Contrary evidence indicates, however, that even 11n1ted 1ncone househo]os 1r
, deve10p1ng countrles can and do accunu]ate SqV]ﬂQS whlch cou]d be e ect1ve1v

nob1]1aed by rural r1nanc1a1 1nst1tutlons.. Th]s was apparent fron nunerous

.\%



d1scuss1ons at the 1973 Spr1ng Rev1ew of Sna]] Farner Cred1t, uh1ch suggested

that “sna]] farners throughout the Th1rd Hor]d have a greater"capac1ty t
than has usua]ly been recogn1zed "1 Furthe. ev1dence on the savnngsp
potent a] of sna]l farners 1s sunnar1zed by L1pton2 and by Bounan3.- Adans

cites re]ated ev1dence fron such d1verse countr1es as Ta1uan,gInd1a, Ha]ays1a

Zamb1a Kenya and other Afr1can nat1ons 1n suggest1ng aigenera] approach to

savings nob111zat1on strategy It 1s worthuh11e torc1te.th1s‘nater1a1 in: sor

detail:

"If financial markets are to play a positive role in the resolution of rural

poverty, fundamental changes in policies in nost low-income countries will
be necessary. Current policies are resulting in badly fragmented financial
markets, in concentration of concessionally priced credit in the hands of-
relatively few people, in unprofitable financial operations in many rural
cooperatives, and in little or no incentive for rural households to defer
consumption. Overall, these financial policies are very regressive: the
relatively well-off benef1t from the concessionally priced credit, and the
poor are denied access to production credit as weli as renunerative savings

instruments. Furthermcre, oerpetuat1on of fragmented financial markets
resu]t in too little honest competition between formal and informai
financial markets. Under these canditions, some informal credit souvces are
ab'e to continue to extract monopoly profits {ron smali borrowvers wno are
denied access to formal markets. A rationalization of financial market
policies combined with aggressive savings ixobilization prograns voulc
eliminate part of these undesirable features.

M. Niracle, "Regional Similarities and Differences in Suall Farner Cre
v. XIX, A.I.D. Spring Review of Small Farmer Credit (June 1973), p. 27.)

2ttichael Lipton, ‘hy Poor People Stay Poor: Urpan Bias in World Developnent
(Canbridge, NA: Harvara University Press, 19/€), pp. 260-23, as cited in John
Friednann, "The Active Comminity: Touard @ Political-Territorial Frameviork for

Rural Nevelopment in Asia,"” Zconomic Developnent enc Julturel Change, v. 29,
no. 2 (Jdznuary 1981), n. 242,

3F.J.A.Dounen, “Inforne: Javings and Credit Arrangenents in Deve]oping
Countries: (hservations fronm Sri Lanka," Discussion Paper Ho. &, Colloauium on

Pural Firance, neta at ‘Yeshincton, D.C. at the tconowiic Development Institute
of :ne Yorld Bani:, September 1981.
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"A savings mobilization effort should be carr1ed out at two levels. - Some
changes nust be made at a national level before substantial voluntary
savings can be mobilized. In general, these changes include a rore f]ex1b1
interest-rate structure." ,

“The key element in a savings mobilization program is the attractiveness of
the reward paid in savings. Convenience, liquidity, and security of the
savings, however, strongly complement the return paid."

"Any sav1ngs mobilization effort will work better wherc rapid agr1cu1tura1
growith and increasing rural incomes are occurr1ng A national savings
program should, therefcre, initially stress savings promotion in areas wher
agriculture is on the move. Above all, regardless of where the prograu is
started, it should be strongly supported and promoted. This 1nc1udzs
reviards and recognition for successful organizations and managers.

Hore elaborate arguments that savings nob111zat1on should be an essent1a1 partj

of rural finance projects in developing countries are presented by Voge], who P

: .\.;1 th

supervised the successful Ohio State University: sav1ngs nob111zat1on work:

BANCOOP in Peru. He presents four pr1nc1pa1 reasons?for7the‘1nportance nf

savings nob111zat1on efforts. (1) income. d1str1but1on ;(2):resource

a]]ocat1on, (3\ v1ab111ty of f1nanc1a1 1nst1tut1ons’,and5(4) appropr1a1

incentives for pro,]ects.5

(1) Income distribution: "“Low interest rates create an excess demend for
credit, thereby forcing financial institutions to ration credit away from

- small borrouers uithout traditional collateral who are perceived to be risky
and costly to serve. Such rationing consists not only in loan refusals but
also in increascd costs for small borrowers. Even vithout the perverse
concentration of credit resulting from 0w interest rates, an essential
feature of financigl internediaries is the poo]ing oF resources, that is,
bringing together relatively small amounts from riany savers so th
rejatively large projects invelving economies of scaie can pe undertaken.

4pate ! Adanms, "Mobilizing Household Savings through Rural Financicl
Markets." Economic Develooment end Cultural Change, v 25, no. 3 (April. 1978)
Dii. BAT-567

Spobert C. Yogel, "Savirgs liopilization: The Forgciten Hali of Rural .
Finance," Collocrium on Rurel Finance neld at Hash1noton D.C. at ‘the Econon1c

Deve]opnent Institute ¢: tne dorid Bam:, 1981).

Y
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Hence, by their nature, f1nanc1a1 1nterned1at1es serve more savers than ,
4borrowers and have individual deposits that are smaller on the average than
loans. Policies that focus on improving services for savers, not for
borrowers, are thus the indicated route for helping the rura] poor."

(2) Resource mobilization: Savings mobilization "improves resource
allocation and thereby allows low-incore countries to grow more rapidly..
Effective savings mobilization by financial intermediaties draws resources
avay from unproduct1ve investments, especially inflation hedges, as the
opportunity is provided to make deposits which earn positive real rates of
interest. These resources can be on-lent by financial intermediaries for
those activities that provide the highest rates of return."

"It is ... argued that no add1t1ona1 savings will be generated because tne
rural population will not save more of their incomes in response to higher
interest rates or other improvements in services for depositors. Such
arguments confuse the flow of saving with the allocation of a stock of
savings anong competing assets and raise the further question of whether
savings that are allocated to inflation hedges such as consumer durables
should be counted as saving or consumption. fegardless of vhether nore is .
saved out of incore, which is an open question botn empirically and -
theoretically, erfect1ve savings mobilization can deploy the stock of assets
of the rural population in more productive ways."

(3) Viability of financial institutions: “Financial institutions neglecting
savings mobilization are incomplete institutions. MNot only are such
institutions failing to provide adequate services for rural savers, but they
are also making themselves tess viable, as can be seen most clearly in the
high rates of delinquency and default tha% plague most agricultural
developnent banks. ... ~Furthermore, borrsvers are nore likely tc repay
prornptly and lenders %o take responsibility for loan recovery when they Know
that resources come from neighbors rather than some distant goverament®
agency or international donor. Financial institutions that mobilize savings
effectively are also likely to have a continual flow of resources available
for lending, while these that neg1ec* savings nobilization are inevitably
subject to the feast or famine cycie or government and donor projects.
Belief in the future avai]ibi}ity of loans on a tinely basis can be a strong.
incentive for borrowers to repay promptly."

(4) Appropriate incentivis for projects: Savings mobilization "provides
approprieve incentives and discipline not on]y for rural financial marke
and institutions but aiso for govarnmeznts 2nd international donors.
Finanzial institutions ~re 1ikely to have 11t le interest in - savings
mobilization of ]Ooﬂ racovery ubes cheap fupde are avaiiadie through
governmen: 1oan-, central bank rediscounts o~ loans from internatvional
donors. Iu is 1aro:zf ianored that the volume o- resources that can be

obtained through e¥iective nrogrens o savings mobilization and Toan

recevary is potentizlly Jar areater than the most opitinmistic esuimates of
the amount of subsicizad Toans and grants availenle from goveramarts and
international donor:. Empacsic on savings mabilization is aise inconpatible

witi questionadbie vrograns o7 lo. interast rate lend.ng cacruse financial
institusions cannc: be expectea to robiiize sevings and on-lend them at
interes=s rates :that cover neither interast payments to depositors nor
adninistrative coszs.”
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Under Voge1 S d1rect1on 1n Peru, the BANCOOP p1lot sav1ngs mob1l1zat1on effort
(supported by USAID/LJI Jnd ST/RAD) has 1nd1cated the poss1b111ty for -
successfu1 sav1ngs nob111zat1on efforts 1n rura] areas of the deve1op1ng

world.. BANCOOP is a second 1eve1 cooperat1ve (a cooperat1ve of c00peratives;§

with 1ts d1rectors e1ected by the coOperat1ves that have becone nenbers hy |
making cap1ta1 contr1but1ons to BANCOOP) BANCOOP was se1ected to part1c1pate?
n1s exper1nent because it was a]ready fo]1ow1ng a po]1cy of h1gh 1nterest‘
rates on lodns and deposits w1th1n the 11n1ts inposed-hy Peruv1an regu1at1ons;
and it had been reasonably successfu1 as an urban-based operat1on uh1ch d}j
1nterested in expand1ng to serve rore rura] areas. Ass1stance w1th sav1ngs
mob111zat1on was to be d1rected not on1y to BANCOOP 1tse1f but a]so through
BANCOOP to the cred1t un1ons 1n the two target areas of Huancayo and T1ngo

Maria. In contrast to the overa11 BANCOOP po11cy, none o. he f1ve naJor

credit unions in these two target areas had taken advantage of the opportun1ty_

to raise interest rates in response to the ratner severe 1nf1at1onary trends
which Peru had exper1enced dur1ng the preceed1ng severa] years. Accord1ng]y,

cap1ta1 ava11ab111ty had becone a naJor prob]en for these 1oca1 1nst1tut1ons,

produc1ng 1osses in nunbers of act1ve members and 1oan repaynent prob1ens on‘
the part of current borrowers who saw no prospects for obtaining new 1oans.:¥
Finally, nany cred1t unions exper1enced substantial operat1ng def1c1ts as

stagnant 1nterest 1ncone failed to keep pace with 1nf1at1ng Operat1ng costs”
B "BANCOOP initiated its savings mobilization activities in the two target

“areas in late 1979 in this adverse econonic environment. In aadition to

“rapid inflation and the weakened conditior of credit unions, the Peruvian
econorty had shown no raal growth in s2veral years, and BANCOOP aisv faced

17
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potent1a1]y Forn1dab1e competition from established financial 1nst1tut1on
including various commercial banks. MNevertheless, [see Table 11, by - =
mid-1980 each of the BANCOOP target offices had already nob111zed far more' -
than the overall goal of 3150,000 to be met by the end of the project in
mid-1981 [and this is a very conservative estimate since it converts dollars
at the exchange rate for each month rather than when the savings were
mobilized, and the exchange rate approximately doubled during this period.]
The growth in time and savings deposits, whether deflated to real soles or
converted to dollars, has even continued beyond the end of the project and
has spread to BANCOOP offices outside the tartget areas. By October, 1981,
these deposits were equal to more than 31 million for the Huancayo and Tingo
Maria offices. The success of savings mobilization, beginning in Huancayo
and Tingo llaria, has even changed the entire financial structure of BANCOOP,
as time and savings deposits have come to surpass substantially demand
deposit balances. Furthermore, ... deposits at BANCOOP have grown far more
rapidly during 1980 and 1981 than [have] deposits at commercial banks or
other financial institutions."0

This evidence would therefore sugges» that significant amounts of sav1ngs canf
be mobilized in rural areas if proper incentives are provided with the a1d of
adequate technical support. Nhat is needed now is a series of more w1despread
demonstrations of this device as a means of achieving: uhe obJectives out11ned

above by Adams and Vogel.

B. Detailed Description

1. kaojecf Goal

To ass1st USAID missions 1n estab11sh1ng, teat1ng”'and“””'T"ehtihg\idprbved;f

aporoaches uo rura] sav1ngs for cap1ta1 nob111zat1onvﬁwfq$'gqﬁajdﬂjngphej

deveioonenu or rura] areas of LDCs..

Ib1d., pp 13 1” -

1)



Table 1

BANCOOP'S Selected Month-End Dep051ts Balances
(Thousands of Current U.S. Dollars)

Total BANCOOP Huancayo Office Tingo Maria Office'»;ﬁ
Demand Savings Time Demand  Savings Time Demand Savings Time -
Deposits Deposits Deposits Deposits Deposits Deposits Deposits Deposits Dep051ts

1979

November - 625 258 274 60 8 9 .58 27 28
December 926 306 329 77 18 9 92 95 47
'1980‘5

JanuaLy

;July‘”

fuecempéﬁ:

1981
JabdaryJ 'IQSid; {311;

July 1,627

Odtdbeﬁ:[ ’2;4;9:

‘Source: BANCOOR: unpublisheéd. repbrts. -

=gl
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2. . Project Purpose: -

To nob111ze pr1vate sav1ngs 1n rura] areas to 1ncrease the ava11ab111t of
financ1a1 cap1ta1 in: rura1 areas -= espec1a11y to small: borrower : k

thereby to 1nprove the econon1c c1rcunstances of tnese borrouers.}

NorkingfinqCQniunction with individual USAID missions, ST/RAD will

this project to pursue applied research and demonstraticm projects in the

mobilization of private savings for capital mobilization in rural areas.

Also, to the extent that it is related to this savings mobilization objective,
the'project may also provide technical assistance to rural financial |
1nst1tut1ons seek1ng to serve the sav1ngs and f1nance needs of borrouer= .
espec1a11y sna11 borrowvers -- in rura1 areas of oeve]op1ng countr1es.v Proaect
core capac1t/ will be supported by ST/RAD rund1ng, with spec1f1ca11y ta11ored
nnss1on interventions being funded pr1nar11y b/ each 1nd1v1dua1 f1e1d n1ss1on

in accordance with its needs and 1nterest

’The pr1nary nechan1sn for: such sav1ngs nob111zat1on w111 be 1nterest rate
1ncent1ves and other narket or1ented 1nducennnts and pronot1ons uh1ch have
‘been successfu]]y denonstrated in the BANCOOP p110t sav1ngs nob111zat1on 3
'effort 1n Peru.- Further such act1v1t1es w111 be sought to demonstrate under

£

a var1eoy of 1oca1 and 1nst1tut1ona1 c1rcunstances,‘the feas1b111tv

expandinn the ava11ab111ty o‘ rura1 f1nanc1a1 cap1ta1 through pr1vate saV1ngs

nob111zat1on 1n rura] areas In assoc1ated endea"ors OoACarelUllj des1gneo;f

app11ed research - par cu]ar]y 1n such env1ronnent° as A1r1ca unere rura1



f1nanc1a1 1nst1tut1ons;are 1eastww

el1-developed: =2 1t is hoped that Joit *
mission- ST/RAD fund1ng w111?‘”“ Cceihla 0 avanine clae
c1rcunstances 1n wh1ch 1mp1ementat1on of such’proaectS”m1ght&be -especially:

pron1s1ng 1n the future

Savings nob111zat1on w111 ‘be’ sought for: pr1vate sav1ngs accounts the tunds .ot

which w111 be ut111zed in the rura] 1oca11ty as’ unsubs1d1zed 1oans,

part1cu1ar1y to sna]] borrowers. The forna] 1end1ng rates on: such 1oans nay

1ncrease not1ceab1y, since incone from such 1end1ng shou]d 1dea11y cover
institutional operat1ng narg1ns over-and-above the 1ncerest rates be1ng
offered to attract private savings in the f1rst p]ace.' Nonethe]ess forma]
institutional lending rates w111 11ke1y rena1n be]ow those charged by the

informal moneylenders fron whon nany sna]] rura] borrowers presentlj obta1n

credit. Coup]ed with’ the nuch 1ncr°ased vo]une of ava11ab1e rura] f1nanc

cap1ta1 generated through pr1vate sav1ngs mob111zat1on th1s shou]d pro,

substantial net benef1t flows to the small rural borrouers uho now have sonly:

linited access to often_expens1ve informal credit.

The essent1a1 sav1ngs nob111zat1on efforts sought 1n ch1s act1v1ty'wou1d"be

‘necessary focus of any new f1e1d endeavors to be begun der
.That 1s any new techn1ca1 ass1stance serv1ces thatfareilog1ca11y 11nked to

gthe u1o1mace objective of pr1vate sav1ngs nob111zat1on uou]d be pern1ssio]e.

Examples run the gamut frem:

~a. aff rts to 1nprove ovnra]] nost governnenc r1nanc.a1 po]1c1 (as a

ba:1° ror 1nst1tut1ng or 1ay1ng the grounduork ;or potenc1a1 sav1ngsjf

mobilization efforts); to-
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b. br1ef*but t1ne1y'd1ssen1nat1on, prom0t1on“fano<es ecially Training.
w1th1n part1c1pat1ng host countr1es dur1ng”the course:0 ;',‘; Vings:

nob111zat1on act1v1t1es, to

c;_ techn1ca1 ass1stance for credit: de11very to thos4‘“af§ffffﬁéﬁaf5*’*

1nst1tut1ons seek1ng to' nob111ze pr1uate»savangs for rur 1f¥éergnajnA;§
Contrar11y, then, nev techn1ca1 ass1stance 1n1t1at1ves for cred1t de11very ‘
(either short term or 1ong -term in. nature) wh1ch are not otnerw1se re1ated 1
the primary savings nob111zat1on objective wou]d fa11 outs1de the purview of
this project (The only except1ons to th1s wou1d be mission-funded efforts
1ntended to conp1ete any app11ed research act1v1t1es wh1ch had a]ready begur
prior to- the schedu1ed June 30 1982 term1nat1on of the ex1st1ng Cooperat1\

Agreenent 1n Rura] F1nanc1a1 Warkets u1th |he 0h1o State Un1vers1ty )

Spec1f1ca11y, this statenent conf1rmg“the31nportance”’ffseekin':to i

overa1” nat1ona1) f1nanc1a1 po]1c1es n ursu1t of the sav1ngs nob111zat1on

*obJect1ve_?7Therefore, it 111ustrates,th“”ev1dent second- ;nerat1on

1character of th1s proposed proanct It seeks to generate, denonstrate and
?Jnst1tut1ona11ze the nost pron1sing aspects of the- Rura1 F1nanc1a1 Market53f
proaect and not mere1y to cont1nue support1ng the broader app11ed researcnr}

agenda wnjch-was-appropr1ateuto,that prOJect and 1ts.precedent efforts

Accord1ng1y tecnn1ca| ass1stance 1or neu endeavors in the 1191d of cred1u@j

alone ma 2y be prov1ded under Lh]S proaect 1f they can be c:ear]y 11nLed to; s

savings nobilization objective. Such sav1ngs -related credit services to USAIL
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\

1nst1tut1ons 1n conJunct1on with potent1a1‘sav1ng§'mob111zau1on denonstratic

act1v1t1es._ These cred1t serv1ces nav 1nc1ude°

a. more efficient financial adﬁiniétfaﬁﬁbthf*]6caT:;ﬁndﬁﬁntermediatéé]eveT

savings/credit institutions, thereby

increasing managerial know]edge‘andi¢Qbf?61’6¥?ﬁh§ti§§ffdhé‘ffiﬁghéféig

operations (such as magnitude, composition, and trends.in 1

activity); and

keeping Tending rates as Tow as'possible ‘withoit resorting to.public

subsidy;

b. improved allocation of availablel!credit to:small. rural:borroiers’

- ‘'through such means: as
‘expansion of institutional-branch office networks in rural’areas;.

the deve]opment of fu]]-serv1ce capab111t1es of. fﬁﬁéTi?ﬁﬁHﬁc}é}%;

1ns»1tut1ons to neet a w1der range of custoner'needs;

~-better trzining of loan officers in the proper approaches to credit

‘analysis and loan assessment in rural environments; and

29



genera1 tra1n1ng'of*sen1or- and:n1d—1eve1 cred1tfnanagement?personnelf1nﬁ

-rura1 cred1t needs

areas., Th1s n1ght p°ss’b]J“"°1Ude eXPTOI‘a'ﬂon of_the adverse econonich

deffects of art1f1c1a11y 10w farm prices °3 loan V1ab111ty andvo:;

de11nquency rates 1n agr1cu1tura1 or non-farn enterpr1se 1oans.¢§

c. techn1ca1 ass1stance and tra1n1ng 1n'areas of 1oan characteristics

(terns co11atera1, etc.), financial recordsiarlsk assessment,fetc.rqaf

3. Project‘Outputs

The prOJect will prov1de a. bas1c core capac1tygunder ST/RADwrund1ng for aw

four-year per1od through a co perat1ve agreenent (CA .W1t onejﬂﬂwperhapsztuo

1nst1tut1ons. In cooperat1on w1tn ST/RAD the CA¢w111 ss15c the cooperat1ng
1nst1tut1on to prov1de the 1nte11ectua1 resource base upon uhlch 1s bu11t the
overa11 app11ed research techn1ca1 a551stance tra1n1ng, and d1ssen1nat1on

act1v1t1es of the proaect Centra1 support and mon1tor1ng of th1s core*

1nst1tut10n 1s needed to prov1de an’ Agency-w1de perspective to both theff1e1df
app11cat10ns and the know1edge generation act1v1t1es. That broader ‘

perspect1ve 1s essent1a1 1f the d1verse 1essons to be 1earned fron tft&Af

project are to be put to the1r opt1ma1 use under the d1versity of s1tuattuua :
existing within a11 the host countries 1n al] USAID reg1ons. W1th1n the scope
of this central fund1ng, a feu s1gn1f1cant app11ed research and

state- o.-tne art papers w111 be oroduced uhich are. 1n.ended to h1gh11gh‘

recent deve1op1ents in tne f1e1d (part1cutar1y since the 1973 Sprwnd ReV1eu 0

Small Farmer Credit) and to chart tne proper course for. fleld wor? ano

research over the life of thewproaect

Y
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Four genenejicategdriesxof3QUtput;ui11jhé;generated‘byithfsfﬁinéétfff

Sav1ngs nob111zat1on denonstrat1on proaects'

b. App11ed research on 1mped1nents to sav1ngs nob111zat1nn ‘For.vural
capital nob111zat1on,' ‘

C. Techn1ca1 ass1stance, tra1n1ng, and workshops,;and
d. D1ssem1nat1on of pract1ca1 resu]ts.

Each of these categor1es of‘output w11] now be described below,

a. Sav1ngs nob111zat1on demonstration proaects show1ng the"pract1ca1

feas1b111ty, under a variety of c1rcunstances, of nob111z1ng;p‘ vah*

sav1ngs in adequate anounts to neet the grOW1ng f1nanc1a1 cap1ta1 nee“sfoi

rural borrowers, espec1a11y small borrowers.

As the pr1nc1pa1 endeavors of - th1s.proaect these denonstrat1onv?

proaects u111 seek (a) to 1np1enentiand{;est neu 1ncent1ve packages anc

:management s/stens des1gnedxt" nob111ze sav1ngs 1n rura] areas and ther

.(b) to ut111ze thos° funds aswnew;1nvestnent capita] for 1oca1

{1end1ng In support of a USAID niss1on project 1n rurel f1nance such

kact1v1t1es cou]d be carrled uutf1n conaunct1on w1th anj rura] f1nanc1a]
€1nst1tut1ons —-vcredit un1ons, sav1ngs and cred1t cooperat1ves, -
‘cooperat1ve banPs, other pub11c or private banks or any other forna]
hf1nanc1a1 1nSL1LUL10n - 1nterested in seek1ng o extend 1ts rural
foutreach in this manner.' That 1s, no spec1f1c constraints are
3enV151oned upon the nature or character of the rural r1nanc1a1
51nst1tut1ons wh1ch‘m1gut potentially participate in these savings

mobilization demonstration projects.

A


http:mobilizati.nn
http:general.Icategores..of

| -22-,

43 foir countries aight each optate

1nst1tut1ons could then cont1nue such operat1on}41ong after'che

conp]et1on of the forma1 proJect. They wou1d therefore bu11d upon the

very promising sav1ngs mob111zat1on node1 recent]y 1np1enen

USAID mission proaect w1th Peru s BANCOOP under the ST/RAD 0h1ofState_
: That

Un1vers1ty cooperat1ve agreenent 1n Rura] F1nance Markets.;
endeavor nas estab11shed that: sav1ngs mob111zat1on act1v1t1es can
successfu11y attract substant1a1 anounts of pr1vate sav1ngs.?»Theﬂ
important next step is to denonstrate how, under a variet/ of

deve10p1ng country c1rcunstances, pr1vate sav1ngs can be nobll'zed--o‘

as to serve the local cred1t needs in rura] areas w1thouc re]iance uoon;ﬂ

heavy‘pub11c subs1dy.

b. App]ied field research on economic and éocio-cu]tﬂra1'inoedinents tol"

savings mobilization for rural financial purposes, e]aborat1ng upon LhOSE

circumstances wherein savings nob111zat1on 1s nost pron151ng and exan1n1ng_
" the roles of forna] and informal f1nanc1a1 1nst1tut1ons 1n the deve]opmenc

‘ to.»rura]‘areasg1n'LDCs:,

The BANCOO° enper1ence in Peru s1gn1f1es the pron1se of rura] sav‘ngrfj

nob111zat1on. However, 1L certa1n1y does not ensure that this approach

to eApandcd rural cr°d1t ava11ab111tv can be successfu]]y app11ed 1n ¢§

con§1s;ent manner reoard]ess of socio cu1cura1 or 1nst1tut1ona1

circtmszances.
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'l) R‘égf‘ona]‘1y;0riented iSsu’és

}As was noted in the 1973 A I D._Spring Rev1ew of qna]] Farner

’aCred1t, 1t is: ]1ke1y than the forna] f1nanc1a1 inst1tut1ons of L

fAmer1ca are nore fu11y developed than those of nany Afr1can'

countr1es Accord1ng]y, wh11e 1np1enencat1on of USAID sponsorec

_ sav1ngs and cred1t prOJects n1ght beg1n a]nost 1nnediate1y 1n?éf
'severa1 Lat1n Amer1can and Car1bbean countr1es, such 1np1enentat1on
‘m1ght be de]ayed 1n the Afr1can context unt1] cerca1n soc1 -cu1tura1

h1ssues are cTar1f1ed. In 11ght of the Tess deve]oped naturﬁwof

forna] financial 1nst1tuc1ons 1n»rura1 Afr1ca, for-1nstance hhow<ﬁ

m1ght the role of 1nforna1 credit (through fan111es, nercha"t
fnoneernders) affect des1gn and 1np1enentat10n of such a proaect?xt

Shou]d spec1a1 cons1derat1on be g1ven to- 1oca] "esuzu"-t/pe sav1ngs

clubs, where regu]ar w1thdrau15 of the group 's funds are. rotated v
“among all regular contrlbutors of group sav1ngs7 M1ght 1oan |
3co11atera] prove to be a prob]en in -societies pract1c1ng connuna]

,ounersh1p of 1and or cou]d use of such dev1ces as crop 11ens

feffect1ve1y suppIant the COStT/ and po]1t:ca11y t1ck11sh potent1a1

hse1zure of land as-co]latera]? Part1cu1ar1yrin the Afr1ca‘Acontext

ﬁcIar1f1cat1on of such 1ssues may be needed pr1o;yto any

;sav1ngs-and-cred1c 1ntervent1ons

7Y
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Broader research and policy jssues

"*w1th1n the f1e1d denonstrat1on act1v1t1es, ade'uate_prov1s1on shou]d

be made for d1scern1ng the 1nterest e1ast1c1ty oftsupp1y of cap1ta1

“from private savings. ‘That is to say, what Hs;the reépons1veness of

private savers to different rates of 1nterest pa1d on sav1ngs (w1th

proper cons1derat1on be1ng given to the d1verse c1rcunstances under

thiS‘quest1on may be exp]ored)?

Also, in the context of sav1ngs -and-credit po11cy, n1ght 1t be

appropriate to seek to 1dent1fy certa1n local and/or sub nat1ona

conditions which, where present n1ght we]] n111tate aga1nst

1np1enentat1on of such narket or1ented rura] f1nanc1a1

~';1ntervent1ons? Examples of such cond1t1ons n1ght 1nc1ude 1nadequa1

i1eve1s of farm prices under governﬂenta11y-nandated agr1cu1tura1
Fpr1c1ng schemes, extrene econom1c 1nstab111ty ‘brought about by

~unusually high inflation rates, etc.

"F1na11y, of course, it is 1nportant to address the u1t1mate question

'of 1ong-tern overall sav1ngs and credit strateg1es to extend we]] N

beyond the 1ife of th1s project. In the context of (1) past~AIDA
approachas to this problem, (ii) cortinuing act1v1t1e9 of other

international donors, and (iii) observed EAPEIIGHCP dur1nn the QV

course of this proaect, vihat shou1d be AID's commitwent, approacl

and strategy towara the overa11 aret of rura1 f1nan’e?

)
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Technical assistance, training, and workshops

1) Technical assistance -

generally to intermediate- and*10cé1;IgVé1}finan¢i617in5titutidhs;fonv
such topics as integrated savings-and-credit strategies, approaches to’

rivate savings mobilization, ortfolio analysis and lending criteriy.”.
p rerolio ar , ‘Mg cri ‘

for rural credit organizations,iétti;ﬁas[hoted ear]iek;f;ﬁbsfftééhnygéi

assistance work is expected to be' of short-term duration,. althc

Tong-tern technical assis;anté §ff6FtS"éhpbbr;jn§ﬂinStit@t{bﬁaIfﬂéngn]

2) Irgihing and viorkshons

Training and workshops are intended to prodeégbdth;(a)feXamihétions 0

comprehensive policy issyes concerning sayihéé”ﬁobi]jzation,’rUra?

finance, and overall financial po]iqy to,USAIDImissfons,_host cduntny.

officials, and other relevant in-country persorinal and (b) Specific

tachnizal training on practical issues to operating-leva; personnel of

financfal-instftutions (atﬁ;i}.}aveis) accualiy invelven "ith sayings -
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'_L}mob111zat1on and re]ated finunce activ1t1es:ﬂ,The exam1nat1ons of

~seen as-1hvo1v1ng as many

ficonprehens1ve po11cy 1ssues shou1d be

";h1gh Tevel off1c1als as poss1b1e fron the host countny governnent fronz
the USAID mission, and from other 1nterested groups operat1ng
tn-oountry In fact, they wou]d 1dea11y conb1ne the funct1ons )
training and d1ssen1nat1on, suggesting Tocal. app]icat1ons of‘the

f‘comparat1ve 1nternat1ona1 exper1ence on f1nanc1a1 po11cy for rur(

?financ1a1 cap1ta1 mob111zat1on. (Qee the fo110w1ng sect1on for further?

d1scuss1on of this 1dea ) The spec1f1c technical tra1n1ng shou]d be".

’pFOJECt re]ated and therefore cannot easily be character1zed beforehand

d,f'Disséhfhation'of Practical Results

'The results of those fié1d:activit1és'ﬂf1'jbe}d1ssen1nated to deve]opnent:
praCt1t1oners and scho]ars enphas1zfng operationa] prob]ens and
}poss1b111t1es that are of the w1dest app11cat1on u1th1n the deve]opnent
'connun1oy Proaect—.unded d1ssen1nat1on w111 be oriented principa]]v

touard the shar1ng of "1essons 1earned" from project r1e1d 1ntervent1ohs
:7It will be carried out in part through carefully structured

sen1nar/workshops on financial policy for rural CQPTLQ] nob1112ation as

" noted above. The unique function of these efforts ner1ts sone connent

here:

ItfngénViSioned that the project should provide for traveling teaus o7 -

recognized specialists to present seninar/vorkshops on financial policy

and rural capnital mobilization to appropriate groups at different regionai
. p' p . oo
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'1°Cat1°"5 thrOUQhOUt%?hemwif]d dur1ng the course off h1s pr”Ject**c‘u

'groups’Jou1d 1dea11y'1nc1udezhost government off1c1a1_,atrthelpol1cynak1nc

d]eve] .USAID personne], and other pert1nent in- country spec1a11sts e _¢?
(1nc1ud1ng expatr1ate contractors, PVO profess1ona1s etc ) As 1nd1catec
above, the naJor obJect1ve of . these workshop/sen1nars wou]d be to suggestv
Tocal app11cat1ons of the extant comparat1ve 1nternat1ona1 exper1ence on f
f1nanc1a1 po]1cy for rura] f1nanc1a1 cap1ta1 nob 11zat1on.' In so do1ng, P

these 2 -or- 3-person spec1a11st teams wou]d present perhaps 1-or 2 day

sen1nar/horkshops, sponsored and part1a11y supported bj the USAID n1s'fon;

These sess1ons would f1rst seek to out11n"and exp1a1n the current

state-of know]edge on rura]ff‘nanc1a c: ;<.3 nobiTizatio h1n tm

overa]l context of overa]] (nat1ona1)3,‘_yxfh 1. pol | Internat1ona1‘
conparat1ve knowledge and exper1ence in: th1s f1e1d wou]d be stressed
part1cu1ar1y from the first- hand uork of the sen1nar team and the
cooperator institution. Fron tn1s perspect1ve, the team wou]d then

exanine chese 1ssues as they re]ate co the geograph1c reg1on 1n wh1ch th

sen1nar was. be1ng he]d (espec1a11y 1f there vere representat1ves fr;
other ne1ghbor1ng nat1ons 1n attendance) F1na11y, and nost 1np “vwd;fpj
'chey would exp]ore approprtate po]1c1es and approaches to these concerns
as they perta1n to the host country 1tse17 The 1eve1 of deta11 conta1ne

1n that endeavor wou]d sure]y depend on- che 1nfornat1on ava11ab1e

In nunerous cases, part1cu1ar]y 1n Lat1n Aner1ca and As1a, 1t 1s expected
tnat the coope:ator Pnounedge and 1nformat1on oase u u]d be r her

extens1v= and tnat such presentat1ons cou]d be re]ac1ve1v eas11y

A



gh not“necessar11y 1nperat1ve) to" ensur,wthataausen‘nar/workshon

("L

wou]dﬁachleve 1ts maximum potent1a1

Prev1ous ST/RAD exper1ence of such presentatlons Dj;0h1o¢State:Un1ver51ty

and:Bolivia

spec1a11sts (1n Indones1a, Nepa1 Guyana, Honduras,

others) has 1nd1cated high recurn to such act1v1t1es,vboth;1n¢terns

enhanced mission knowledge of the deve]opnencal poss1b111t1es andrand of

host country interest and enthusiasm to cooperate 1n such endeavors. dos‘
importantly, prOperly prepared presentat1ons of thls type can offer one n+

the most effect1ve veh1c1es of encourag1ng h1gherﬁ‘eve1 host countn/

dec1s1onna&ers to cons1der .1nanc1a1 po]1cy reforna°pern1tt1ng tne f;

1mproved f1nanc1a1 1nterned1at1on in rura] areasth1chr1s advora.pd in

th1s project paper.

”usecond-generat1onﬂ,;u'"‘

:Thls uype of act1v1tv 1s most su1tab1e ‘orla

}such as th1s, for 1t offers'the opportun1uy to snaremthe Pnounf

Gstate of-the art fron an 1nternat1ona1 conpoarat1ve perSDGCc1ve wh11ex

51mu1caneously dlssen1nat1ng the results of new denonstrat1on eflorts and=

:seeting to apply a]] these lessons to the circumstances fac1ng the hos‘
councny and perhaps 1ts reo1ona1 neichbors. Such vorkshon s, wh1ch m1gnt
potentia]]yvbe'cohducted in cooperation with an appropriate reglonal
.organ1zat7on, wou]d prov1c~ substantial 1npecus ror tne cont11ued

apo11cat1on of the ex per1°nces within 1nd1v1ouQ1 reg1ons.f:1t‘1s n‘ooérl

that one such workshop might be held in each of the fo ',A I D req1ons'~*

during the course of the project.

2|



A. I‘.

by thn Johns Hopkins Press for tne Nor]d Bank by the tlne,thevproposedgnewé

tC{; One ST/RAD proaect off1cer hav1ng substant1ve knou]edge of f1nanc1a1

fpo11cy and rura] finance 1ssues who w111 non1tor the cont1nu1ng workfofd

gl

Project Inputs

0.'s nputs to the project will be

Centra]ly funded 1nputs to_the Cooperat1ve Agreenent w1t“”0h1oWState

Un1ver51ty tota11ng $1 392’Hi11ion over%;our:}_hfv,,_f“‘

:for deta1ls )

b{ A forthcon1ng conprehens1ve vo]une.onﬁthe current knowledge andﬁi

state-of the art 1n rura] f1nanc1a1 1nst1tut1ons and rura] f1nanc1a1

‘capita] nobi11zat1on wh1ch resu]ted fron the Co]loqu1un on Rura] F1nant1a1:

Markets he]d 1n wash1ngton D C., 1n September 1981 under JO]nt
5P°”S°r5h1p Of ST/RAD OoU and the Econon1c Deve1opnent Inst1tute offthe??

Nor1d Bank It is. hooed that this nater1a1 na/ be pub]ish d 1n bo

Cooperat1ve Agreement is 1mp1emented.

'the proaect at 0h1o State Un1vers1ty

d. H1ss1on and host governnent f1nanc1a1 andb‘taff conn1tnent wn1ch a1so )

{51nu1taneously serves the1r oun p]ann1ng needs

Adv1ce; gu1dance and dec151onna\1nu by the ST/PAD Rura] Inst1tut1ons

Division Technical Subcomm1t tee of tne ST/RhD Hunan Resources oector

Council.



Of these 1 npu LS, On.lj the Sl R '”, e

of prOJect 1nputs w111 be,ﬁ
Assumptions necessary' for provisions of the inputs are
a. Sufficient funds are dvailable;

b. The Cooperat1ve Agreenent nechan1sn to be ut111zwd“““””'

‘ fac111tate and cooperate 1n app11ed research and-consulting: services.

%



A. TechndcaT5Ana1ysis;tfnciuddnotEnvironménta1?ASSeSSment;

appropriate progran responses;?f
will vary accord1ng to 1n-country c1rcunstances.. S1nce proaect act1v1t

occur 1n severa1 countr1es in response to denand fron M1ss1ons, 1t 1s

possible to this time to spec1fy what would be a techn1ca]1y correct

response. The implementers of project act1v1ty u111 be expected to be

sensitive both to different country s1tuat1ons and to connon pro'e

may prov1de genera] so1ut1ons for app11cat1on e]sewheref'-Thedenpnasls;of h

proaect w111 be p]aced on appropr1ate, effect1ve w1de{bwﬂfk‘

which be5c use cx1st1ng factor end0M1ents

4 sc1ences) to understand the rura1 deve]opment prob]ens ‘acfng H1ss1ons and
LDSs. In the1r aov1sory and 1n-countrj researcn worL the' w111 ut1lize
”techn1ques most su1tab1e for rep11cat1on under the cond1t1ons found in

'cooperat1ng countr1es.» The prOJeC\ will have no d1rect env1ronnenta1 i
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B. Financial Analysis and Budget Pian

1. ST/RAD ‘Central ‘Funds.

succeed1ng years y1e1d1ng a tota] of $1 392 n11]1on.ﬁ Th1s w111 supbdr“;a

1ife-of- proaect core capab111ty w1th1n the cooperator 1nst1tut1on(s)=f [
also 1ntended to prov1de for most of the ant1r1pated d1ssen1nat1on act1y1t1és
and a 1arge part of 1n1t1a] reconna1ssance tr1ps nade 1n expectat1on of

estab11sh1ng long-term f1e1d 1ntervent1ons w1th1n 1nd1v1dua1 host countr1es:

2. Mission Funding Contributions

Add1t1ona1]y, the bu]k of 1n-countny;'iSsipnﬁsngjCé)“fohtsﬁWil]Vheﬁfuﬁdédi

'ﬁiserved uhrough the prOpO:Ed centra] proiect Tn1s financing is estinated as{

_fo]]ows

a. -Long-tern field demonstrations of perhaps ‘two years' duratiOn eédh?in?

'fasimany\as'four countries. While the strict a]]ocat1on of these
éxpendifures is to be negot 1aLCd between ST/PAD and each of Lhn:.ndividUdI
miSéfohs, it is general]/ expectad that the USAIDs will f1nance aTlf

in-country costs and international travel beyond the initia]~
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: serv1ces des1red Th1s:equa1s"n1ssiongiaddﬂ;J,);A“

n1111on over 11fe of—pxoaect

; perhaps $140 000 each are not excess1ven$ This® equa]s'about.$’80 ,000.

" Technical Ass1stance and tra1n1ng 11kew1se depends on’ hard to- pred1ct |

local needs for innovative. ass1stance as ue]] as for the nore trad1tiona1

(though no less important) host-country rura1 credjt assessnents.;ﬁitf,xi

least . four such assessnents averag1ng $100'0002”o-‘150 000 each wou]d be

'Vsuggested bj prev1ous proaect exper1ence (under'the Rura] F1nanc1a1

Markets cooperat1ve agreenent) p1us perhaps an add1 1ona1 $400 000 for

»otals $800 000 to

short-term uechn1ca1 assistance and »ra1n1ngn tThi

$1.0 nillion.




3. Funding Summary

Therefore overa]] four-year proJect expcnd1ture estimates:for FY .8Z:througn:.

FY 86 are as foTTows (1n n1111ons of d011ars)

ST/RAD Central Funds
to support core activities 1nc1ud1ng
basic institutional funding, short-
term project interventions, and dis-
semination of new knowledge).

Mission (or Regional Bureau) Funding
Contributions to tne Cooperative Agreenent

Long-term field demonstrations of
Tfeasibility of savings rmobilization Ly e
under a variety of circunstances. $1.000-t0-$2.000

Applied field research on economic
and socio-cultural Tnpediments to
savings mobilization and imnproved R s
credit delivery. .-$0.280

Technical assistance and training in
savings mobilization techniques and

inproved credit delivery operations ‘$0.96635635110601ﬁ
‘Total Mission Contribution§i  f$2§ﬁbbif6;§3féébi;
TOTAL PROJECT AUTHORIZATIONS: $3:472-t0-$41672

%7
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4. Budget

The estimated 1nput budget . from centra1 funds 1s shown 1n Tab1e 2 “}t

ST/RAD contr1but1on to the nev Cooperat1ve Agreenent tota]s $1 392 n1111on
over the 4-year 11fe-of—proaect Larger amounts of fund1ng are a11oted to the
second and th1rd years of the proaect, s1nce the bu]k of the 1ong tern

denonstrat1on proaects 1s expected to 1np1enented dur1ng that per1od

Tab1e 2
Jut Budget 51?3

FY 82; V.83
148

Salaries & Wages™ 103 01
(incT udlng f‘r“:'i':hge' penerits) 5

Overhead
Consultants

Travet;&-Transp,e-e-.-” L fSQ;Li

(including domestic &

international travel & per diem)

Other Direct Costs/Publications w'a35*3519 39 sf%gi;as;a 51.2° ,‘1'j6958;
Total . ‘1;36610 400,00 400.0  292.0  1,392.0
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Tes -intended;

U.S.-based applied research and project nanagenent/adninistration" Fu]]

support for appropriate U.S.-based app11ed resrarch in the area of saV1ngs
mobilization and related rural finance concerns and for required: proqect

management and administrative backstppp]ng,

Short-tern technical assitstance Part1a1 suppo' ”vas'availabIE)fforf

short-term technical ass1stanco serv1ces to savingﬂwrelated,,ct1v1t1e:ﬂi;g

the field.

Long-tern fie]d‘intervehtions Part1a1 support for.-Tong=tern f1e]dx

interventions sponoored b/ USAID m1551ons (or p_ bl
bureaus) as negotiated between ST/RAD and 1nd1v1dua1 USAIDs (or reg1ona
bureaus).. Most in-country costs of these 1ong term act1v1t1es w111 be

expected to be financed from mission or regional bureau funds.

Dissemination: part1a] support for proanct Lnou]edge d1ssen1nat1on

act1v1t1ns, w1th sone COSLS of the p oposed sen1nar/worrshops to ‘be: funded

by USAIDs and/or req1ona1 bureaurt 1



C. Economic Analysis:

A stridtieconohﬁojahajysISfof?afprpj55ffofahtfjﬁﬁ& 1
several’ reasons W1th1n A I D R&D and n1ss11~ act1vtt1es 1t 1s 1nposs1b]e”to
appra1se spec1f1c costs and benef1ts u1thout data reIevant to the actua] ff‘ﬁi

prOJects wh1ch w1II be ass1sted

development projects. The economic Just1f1cat1on for these sav1ngs 'e“

aspects of such projects can therefore not be de]1neated fron theﬂother —-nandﬂ

sonetines Iarger - conponents of those projects.

The field work proposed nith1n this prOJect seeks to?test*the‘t 'h“1ca1“5:y

economic feasibility of savings nob1I1zat1on 1ntervent10ns}to‘;nprove the ;; .
effectiveness of rural financial 1nst1tut1ons.~ These act1v1t1es shou]d Iead
to an accumulation of f1nanc1a1 cap1taI in rura] areas as a veh1cIe for
developnent. There 1s ev1dence fron A I D and Hor]d Bank prOJects tnat
inproved savings nob111zat1on does generate s1gn1f1cant d1rect and 1nd1rec
economnic net returns. PrOJects carr1ed out bj both the WOrId Bank and A I D

which have 1nc1uded sav1ngs and/or credlt conponents have shown an ex ante

economic rate- of-return greater than 15 percent.7 A. I D. nroierte ﬂ~”5

k“t“f”““”“@”““mswf%imwMﬁmusmkmrnanwma@:
and Development (IBRD): AR . , !

IBRD, "Project Per.ornance Audit Repore, Ind1a PubJab and Haryana

,.

Agricuitur:i Cred1t Projects (Credits 203 and 245 ~IP)'" Reoort U . 265
({asiington, D.C. IBRD, October 5, 1979); o Ry




these factors 1nd1cate the'econonfc'feas1b111ty of: the‘act1v1t1es to be

carr1ed out under the proposed proaect Furthey

,ore_sthrough 1ncreased

resource nob111zat1on and 1nproved resource a]]ocat1on,‘ }f'ﬁ' j

greater potent1a1 for economic eff1c1ency than have preV1ou4 Agency ruraT

finance proJects;

D. Social Analysis

1. Project Beneficiaries
The direct beneficiaries of this project will be:’

a)” the rural borrovers, especially small borrowers, enJoying access?”*"
the expanded credit generaced chrough the th1s prOJect and '

b) the local rural savers (essentially pr1vate househo]ds uhose sav1ngsn
deposits will f1nance Tocal credit expansion while prov1ding d fa1r returl
on their savings.

IBRD, "Project Performance Audit Report, India: Andhra Pradesh Tan11 Nadu,
and Haharastrs Acricultural Credit Projects (Credits 226, 250, and 293- IN)
Repori Ho. 2638 (Vashington, D.C.: IBRD, OCcober 15, 1979); :

IBRD, "Projact Performance Audit u-por‘, India Agricuitural Refinance and o

Devaiopment Corporation First Credi: Project (ARDC 1) (Credit 540-IN)," Report .

Mo. 2702 (Washington, D.C.: QOctober 25, 1979).

Yy
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The rura] borrowers of theiiew1”'generated funds == loca1 agr' ultural:

producers, non farn enterpr1ses and consuners - u111 benefit n several

ways. F1rst a1though the: forner]y subs1d1zed 1ow rates of 1nterest1f""

rep1aced by h1gher borrow1ng rates, 1t 1s expected that a substant1a11y

expanded amount of cred1t w111 be nade ava11ab1e for 1end1n: tofthe tarqeted

small producers Indeed the pr1nary operat1ona1 obJect

f the proaect 1s

the generat1on of just such 1ncreased anounts of rura]acredrt_througn the noregp

effective mob111zat1on of»pr1vate,sav1ngs.u

Second, accompany1ng this 1ncreased ava11ab1]1t/ of cred1t w111 be the
improvement of credit delivery services tnrough techn1ca1 ass15cance and
in-country training. Accord1ng1y, borrowers shou]d benef1t from the
d1vers1f1ed expans1on of cred1t 1nst1tut1on branch off1ces 1n rura] areas and
through acconpany1ng 1nprovement 1n rura] f1nanc1a1 serv1ces.. Nh11e the

primary 1nterest of th1s proaect 1s sav1ngs nob111zatxon nany d1ff1cu1t

problems still exist on the cred1t de11very s1de. Accord1ng1y,\techn1ca1}'gg
assistance to USAID H1ss1ons in: credit de11very per se w111 a1so be ava11ab1e
e1ther by itself or, 1dea11y, 1n conJunct.on with a sav1ngs-nob111zat1on

1n1t1at1ve.

Local rural savers clearly will also benefit from these'interventions. The

~yeturn on their accunulated savings will certainly rise once such funds are
‘placed on account with a participating forma] finahcia] institution, since L
' 1nterns,-race incentives are the naJor dev1ce to atcract such accounts 1n the

Vflrst pTace The pnacenent of such sav1nos 1n nornu1 f1nanc1a1 1Hat]tut10u .



in genera] wh11e encourag1ng account ho]ders themse]vesuto seek-1oans: for:

their own econonic se]f 1nprovement

The indirect beneficiaries of the project inciude:

a) the 1neerned1ate and f1na1 purchasersiof'the,1ncreased output“

resu1t1ng fron the add1t1ona1 credit thatf"ﬁgenefated from th ‘

new1y-nob111zed sav1ngs,

b). - the new enp10/ees whose JObS w111 be creaued by the expanded econon1c

act1v1uy 1n rura] areas; and

) a]] 1oca1 res1dents in those rura]/connun1ties 1nywh1ch suchvexpanded

5cred1t ava11ab111ty occurs, s1nc t e strengthen

¥f1nancia1 1nst1tu»1ons shou]d enhance the overa]] deve]obnent proapects of

’uhe ent1re connun1ey

A very 1nportanu aspect of ‘this local. econon1c deve]opnent‘7?§v1fﬁi;;'”

xnanded produc»1ve emp101nent (and 1ncone) to be‘de.' ed‘.ron the’

1ob11.zat1on o. aadluonal credxu fron sav1ngs. “This inQ/nene gonerae1onz

e]enenb 1s part1cu1ar1y s1an1f1ean» in rura] areaa of ,eVe10p1nq COUﬂuPlEo


http:resulti.ng

where added enp]oyment“fpportun1t1es are not p]ent1fu1 Horeove°'"”

proposed h1gher (1e unsubs1d1zed) 1end1ng rates suggest a sh1ft ‘away

the d1storted enphas1s.on cap1ta1-1ntens1ve product1on nethods that n_;_ﬁéiﬁu
are favored by cheap cred1t reg1nes. Therefore as h1gher 1end1ng rate°§
encourage the use- o. more 1abor 1ntens1ve techniques, rura] enployment

generation obJect1ves w111 more,fu11y be}sat1sf1ed;

2. Project Impact

By work1ng with A I.D. H1ss1ons and. LDC 1nst1tut1ons to des1gn and 1np1enent
nore effect1ve rura] f1nanc1a1 po]1c1es and proJects,'th1s project will have
an 1nportant 1npact on the ways in wh1ch rura] f1nanc1a1 1nsr1tut1ons perfoni
in support of rura1 deve]opment obJect1ves.; ‘In nost LDCs, the nunoer of
persons uho na<e dec1s1ons affect1ng the operat1ons and perfornance of the
formal f1nanc1a1 1nsit1tut1ons 1s sna11 Tne t/pes of 1nfornat1on
d1ssen1nat1on act1v1t1es that are env1saged under th1s proaect wou1

results of. eva]uat1ons, spec1a1 stud1es, and 1n depth app11ed research dea11m
with. rura] f1nanc1a1 p011ces ava11ab1e to these key dec1s1onnakers
Add1t1ona11y, p1anned d1ssem1nat1on act1v1t1es w111 br1ng these perso:v:
1nc1ud1ng LDC dec1s1onnaker' and USAID personne] 1nvo1ved 1n rura] f1nanc1a]
act1v1t1es, 1nto close contact with researchers, consu]tants ano‘

'representat1ves of other donor agencies to uac111tate a nutua1 excnange of

,1deas, 1nformac1on, and approaches.

Th1s proaect w111 pay actent1on co ways of increas1ng the acceC” of rura

'uonen as we]] as rien LO 1nst1tut1ona1 f1nanc1a1 serv1ces.§ In nany countr1es

wy
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and reg1ons, wonen not onTy?pTay}1nportant ro}es:as?producers‘o “agricul

and nonagr1cu1tura1 produets_\utgare often the nanagers of am1]y budgets:an

p]ay an 1nportanu role in sav1ngs, borrow1 g, and 1nvestnent dec1s1ons S

well. In add1t1on, they are often thefxanager o

and thus need to be taken 1nto account?both as supp11e£s as. we1fﬂq$fne¢jpjenp§f

of rura]+f1nanc1a1 serv1ces,

8see Mayra Buvinic, Jennefer’sebstcd, and Sondra Ze1denste1n, “Cred1t for
Women: Some Facts and Lessons" (Washington, D.J.. Internau1ona] Ceneer fo
Research on Women, August 157%;.



PART V: ~IHPLEMENTATION PLANNING:

A. Indications of Mission Interest andﬁSUpport;

Following receipt of a cab]ed sumnary of the PID{forithis?proaecc9f'ﬁ»°gﬂ*’:z;ﬁ'

support for the proposed approach has cone fron a‘nunbe 0 USAID Miss1ons

Africa as we]] as Lat1n Aner1ca. The forner ev1denc)\

is: espec1a11y i

heartening, since 1t had 1n1t1a11y been expected that Lat1n Anerica wou]d?ha‘h;f

generated tne predominant Mission response to th1s proaect Spec1f1ca11y,‘,

substantial Mission interest in support1ng 1ong tern field 1ntervent1ons was

indicated by S1erra Leone . Sidan, Tanzan1a, Togo, and Za1re. In add1t1oa,au

Liberia expressed 1nterest in potent1a1 part1c1pat1on though funding

availability appeared nore prob]enat1c.7 In Lat1n An \1ca Bo11v1a has cab]ed

its strong interest in 1nvo1venent w1th ohe proJecth

and 1nd1rect ev1dence of
potential 1nterest exists for at. 1east two or three otner H1ss1ons in the o
region. In Asia, ST/RAD 1s 1nforma11y aware of sorong potent1a1 1ong-tern‘§i
act1V1ty 1n one country, and tne 11&e11hood 1s good for 1ong-tern 1nvo]venent

in at least tHO others.

‘To-illustrate the Aepth of the agreerent of these Missions with the. character
”offthefproposed'project, it is worthwhile to cite somélMission[responseseto,j'

the PID sunmary cable:

'\"USAID/rreetoun regards SUbJeCL projact as extrenely relevant and
'potent1al1y very usaful, and is 1nter°stnd in possibly tating advantage of
services 2ffered. There is no quastion that past approaches to rural
credit nave pecn less than successfvi. Access to cradis on reasonadle
terns is & r2al orobiea in Sierra Lecnz. Attennts have peon nade (o
providae credit to farmers as part of product1or 'packagas' being rrowmoted
by variouz development p‘odect usuel'y at subsidized interast rates.

The record for thase credit schemes nas been generally poor, with
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extremely h1gh transaction costs relative to loan magnitude, low repayment

rates, and much mutua] misunderstanding. Substantive farmer involverment
is generally lacking in these schemes, none of which are commercially
viable. ... Our preference is to try to localize financial institutions to
the extent pcssible, incorporating or co-opting traditional credit
mechanisms.” (Freetown 0383, 1982).

"Our experience ... Lears out the assumption that farmers possess ]arge
amounts of savings which are not funded into the banking system. ... .
USAID/T would welcome assistance via the [proposed] prOJect. App11cab1e
activities would be the applied field research on economic and ‘
socio-cultural impediments to rural savings and technical assistance and
training in robilization techniques and improved ... credit de11very.,g‘
(Dar es Salaam 0442, 1982). v

"Mission feels certain that subject project's proposed activities. wou1d

complement research performed to date on Bolivia's rural financial: narkets"”

and greaulj enhance efractiveness of institutions rezeiving a1d
assistance." (La Paz 6747, 1981).

“lission reviewed subject PID summary and feels that it is very
interesting. We would agree that focusing efforts solely on rural credit
demand and rieglecting savings mobilization (supply of credit) exacerbates
the rural credit problem Including savings mobilization as part of rural
credit programs could tend to reduce governmental support for subsidized
interest rate policies which are erroneousiy used to address the scarcity
of rural credit. It would also help the rurail community realize tne
linkage between locally generated savings and local demand for credit as
well as between tne cost of attracting savings and the interest rate
charged to users of those savings." (San Jose 7393, 1981).

"Over the longer term, ... resources for such credit will have to be
increasingly mobilized in-country." (Knhartoum 1361, 1982).

"While interest rates soon to be a big tactor ir building savings vo]ume,
(the) overriding factor seems to be a good public relations program -
coupled with the availability of service. (Monrovia 1763, 1982). [This
reinforces Adams' point on convenience of savings, as c1ted in II. A ey
above. ]
tis espec1a11y encouraging to note from these responses that nunerous
11ss1ons are in close agreenent with both the nr1nary enphas1s of uh1S project
tnd u1tn several of its nore 1nportanp deta1]s Included anonq ehese are
nper05u-raue and qua]1py of serv1c= 1ncenu1ves for 5av1ngs nob111zat1on,

tnpnas1s on .OCd]]j or1eneep"rura1 s1nuﬂC1c] 1not1eu»1ons, and; hL

l°s1rab111e/ of pursu1ng app11ed f1e10 research on econon1c and soc1o cu1tura1[

npea1ﬂenps to savinas mobilization (part1cu1ar1y in ehe Afr1can sett1nq)
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B. Implementation” and Management .

There are two key 1ngred1ents in p]ann1nq for implementation of ‘this:project:

One 1nvo]ves the need for 1nvo1venent of reg1ona1 bureausr1n proaect

operat1ons., The other 1nv01ves the need for a-flexible ‘and collaborative
approacn to 1nvo1v1ng un1vers1ty sources of expert1se and to evo1v1ng spec1f1c
app11ed research and’ consu]tlng act1v1t1es.‘ These tvo 1ngred1ents are. re]ated
in that regional bureaus and Missijons should be the prinary denenders of .
applied research and consulting and, therefore, should be respopnsible -- Jn
collaboration with ST/RAD and Ohio State University -- for specifying

allocation of effort under the:project.

The implementing mechanism for this proaect will be a Cooperat1ve Agree
with The Ohio State University. (OSU) wh1ch w111 pern1t OSU 0 carry out the
spec1f1ed tasks as agreed upon w1th 1nterested M15510ns and as se]ected fron

experience with other e]enents of the proaect

vIt is c]ear that other A.I.D. offlces are. 1nvo1ved either current1y 1n B
~act1v1t|es that are re]ated to sone of those to be undertaken here or have
been involved in re]ated act1v1t1es at some time in the past. Therefore itf
is essent1a1 that effect1ve 11a1son and coord1nat1on be progranned 1nto tne~;
effort Dupp11cat10n of effort and unprodutt¢ve over]aos u1th re]ated
undertak1ngs are to be avo1ded However th]a does not nean bhab, to in orde
to avold overlap ordsome marginal de.1cat1on, LT/naDrshould forego,.resh‘”
fterationa of avcritica] probiem area or a new'ap;“oa:h to the subject whenf

that could produce either a knowiedge breakthrougin or at least a iresh
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art1cu1at10n of ex1st1ng k“owledge of 1n more,nsab]e forn for*deve]o ient

pract1t1oners.@ Therefore, JtaTS essentia]‘that‘cont1nu0us cofrd1nat1on_b

built 1nto the proaect to max1m1ze 1ts usefuTness'and cost effectiveness to'

the Agency

Hanagenent ?‘ESpOI"IS'Ibﬂ'It'IES fC' operat1ons under the pro,]ect are;vested i

ST/RAD The respons1b111t1es for non1tor1ng and nanagin 7the ac

the probTem area vell be ass1gned to a nenber of the ST/RADlprofess1ona1 staff
who has both 1nterest and expert1se 1n th1s f1e1d The proaectioff1cer w111
not only coordinate and non1tor the act1v1t1es of the cooperat1ng unvers1ty
but will also be 1nvo]ved in. the substant1ve concerns of the proaect and w111

work in a coTTeg1a1 nanner w1th the un1Vers1ty cooperator to detern1ne *he

sc0pe and direct1on of 1ssues papers and 1n-depth app]ied research

C. Workplans and ‘Evaluation .

ProJect workp]ans w111 be prepared by the cooperat1ngnun1vers1ty and subn1tt*'

‘to ST/RAD for approvaT on an annuaT bas1s.i These docunents and aTT other
:requ1red support1ng 1nfornut1on -- as spec1f1ed by ST/RAD -- w111 con.orm to

the energ1ng needs of the Agency and the requ1rements of the proaect.

A fonnaT evaTuat1on o. the proaec, will: beuher n1dwcy through the

per1od at the beg1nn1ng of;

J1fe—of proaeii” vhe th1rd year of the proaect

'per1od Th1s evaTuac1on u111 be conducted 1n accordance W]Lh standard Agencyv

pract1ce for such act1v1t1es and w111 serve to detern1ne the focus, d1rect1on,

and Agency funding of the proaeCt during its final two years of 1np1enentat1on.f

VY|



Th]S W111 be a

‘ “.» uhe effec»1veness and techn1ca1 ff

' hade under prOJect ausp1ces? ‘What
Was the nature of those interventiong? Nhat 1s the record of implementation
effectiveness of the activities designed and. or 1np1enenued under project
auspices? How do these responses compare withftﬁeffeCQrd.Qf’projects
inplemented under the nore traditional approaches’ to the lnprovenenu of rural

finanacial markets?



