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1*SUMM&RY AND RECOMMENDATIONS: 

A. BORROWER: The Republic of Panama 

EXECUTING AGENCIES: Ministerio de Desarrollo 
Agropecario - (MIDA) 

Banco de Desarrollo Agropecuario 
(BDA) 

-

B. IMPLEMENTING AGENCIES: 

a. 
b. 

c. 

Federaci6n de Cooperativas Agropecuarias (COAGRO)
Federaci6n de Cooperativas de Credito de la 
Republica de Panama (FEDPA) 

Federacion de Cooperativas de Consumo (FECOPAN) 

C. PROJECT COSTS: 

Loan Amount 

Local Contribution 
GOP: 

BDA: 
Cooperative 
Movement 

$ 1,080,000 
19350,000 

1,225,000 

$ 8,100,000 

Sub-Total 
3,655,000 

Total 
$119755,000 

D. LOAN: 

a. Amount: Not to exceed eight million one hundred 
thousand U.S. dollars ($8,100,000). 

b. Terms: The loan will be repayable in 40 years 
including a grace period of 10 years.
The interest rate will be two percent 
(2%) per annum during the grace period 
and three percent (3%) per annum 
thereAfter. 
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E. PROJECT DESCRIPTION:
 

The proposed project will 
consist of two 
major components
designed to strengthen the 
rural cooperative movement in
Panama. 
 In so doing, cooperative will 
become more 
responsive to the needs of their existing client members
able to 
expand their memberdhip to include lower 
and
 

income
farmers not as 
yet affiliated with any cooperative.
 

One component will consist of 
funds for relending from a
Cooperative Revolving Fund 
to be established 
 in the Agriculture Development Bank 
(BDA). Resources for 
the cooperative loan fund will be 
contributed by 
both AID ($6.75
million) and 
the BDA ($0.5 million). These 
funds ($7.25
million) will be to the
relent 
 three federations active in
the rural areas (COAGRO, FEDPA and 
FECOPAN), 
their affiliated cooperatives and 
to 
individual cooperative members to
finance the 
following activities: agricultural production
credit, equipment and infrastructure, and working capital.
Since the 
fund will finance only 90% 
of subproject costs,
the cooperatives will contribute 
the remaining 10%
$725,000, to the activities financed by the fund. 
or
 

As an indication of the GOP's 
support of 
the project, the
BDA has agreed to replenish the 
fund with other resources
to the extent 
that losses resulting from defaults are
incurred b! the 
fund. 
 This action will prevent the
from being decapitalized. fund
 
Over and above the $500,000
shown in 
the preceding paragraph, the 
BDA will contribute
$850,000 in services towards 
the administration of 
the
revolving fund. 
 In the event that not 
all of this contribution will be used for administrative support 
costs the
GOP has agreed to 
make the difference available to 
the
revolving fund 
for relending purposes.
 

As 
a means of addressing the longer range program objectives, an institutional development component of $2.93
million has been included in the project. Funds will be
provided for strengthening the 
institutional capacity of
the three federations, the Agricultural Development Bank
(BDA) and 
the Department of Cooperatives of 
the Ministry
of Agriculture (MIDA) so 
they will be able to offer improved services 
to their respective clienteles. 
AID loan
funds will be 
made available 
to MIDA to 
pay for the
following services: 
 expatriate technical assistance,
training and salary costs 
for coop managers, supporting
equipment and 
vehicles, the 
creation of 
an auditing section within MIDA, and 
the U.S. share of 
costs associated
with joing GOP/AID data gathering 
and evaluation activities.
Up to $1.35 million of loan 
funds will be applied towards

the costs of 
these various activities.
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MIDA will contribute $1.08 million 
from other resources to
 
finance technical assistance 
to the primary cooperatives
 
for agricultural production services 
(60 field agents), train
 
ing an' educution programs, 
and support costs for ti' AIl)
financed external 
technical assistance. The cooperatives

will contribute $500,000 towards the 
costs of improving
 
management, providing training, 
and supporting the 60 produc
tion agents assigned to 
work with individual cooperatives.
 

The total cost of the program is $11,755,000, of which AID
 
will provide $8,100,000 
(69%), the GOP $2,430,000 (21%) and
 
the cooperative movement $1,225,000 (10%). The GOP 
has con
firmed its intention to repay the loan from its 
general
 
revenues.
 

F. Project Purpose:
 

The purpose of 
the project is to stregthen the technical
 
and financial capacity of 
the rural cooperative movcment
 
so that it can develop into a 
viable, self-help mechanism,

able to offer better services to its existing small 
farmer/

members and concurrently reach 
out to attract other low
income farmers not yet cooperative members.
 

Priority: The GOP has assigned a high priority to this
 
project as its
part of rural sector strategy.
 

G. Financial Plan:
 

The proposed financial plan is summarized as follows:
 

SOURCE (Thousands of $)
 
AID BDA MIDA COOPS TOTAL
 

Relending Funds (BDA): 6,750 
 500 - 725 7,975 

FEDPA and Affiliates 2,000 
 -
 - 200 2,200
 

COAGRO and Affiliates
 
Production Credits 1,450 
 - - 145 1,595
Infrastructure and
 
Equipment 1,100 -  110 1,210
 

Working Capital 1,450  -


FECOPAN and Affiliates:
 
Infrastructure and
 
Equipment 590 
 - - 60 650
 

Working Capital 160 500 
 - 65 725
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SOURCE (Thousands of $)
 
AID BDA 
 MIDA COOPS TOTAL
 

Institutional Development
 
(MIDA) 
 1350 - 1,080 20 3 uExternal Technical 


- 220 _--
 860
 
Assistance:
 

Local Techn.cal
 
Assistance 
 510 
 - 860 500 
 1870
 

Establishment of
 
Audit Section in
 
MIDA 
 160 
 - 45 - 205 

Agronomic and Credit
 
Agents (60) 
 -
 440 110 
 550
Training Costs 
 350  375 
 390 1,115
 

Equipment 
 200  -
 200
 

Administrative Costs 
 - 850 
 - 850
 

8,100 J,350 1,080 
 1,285 ,11_755
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H. Other Sources of Funds: 	 No other sources of funds are 
available for the project.
 

I. Statutory Criteria: 	 All statutory criteria, as set 
forth in Annex I of this paper,
 
have been met.
 

J. 	View of the Country Team: The country team has recommended
 
approval for the loan.
 

K. Issues: 
 The fundamental issue is whether
 
the inputs to be provided in the
 
project will be sufficient to 	bring 
the small farmers permanently 	and
 
adequately into the market: economy.
 

The second issue is whether this 
three-year project which is all that 
appears manageable now will create 
organizations of sufficient strength 
to survive. 

L. 	Loan Administration: Usual disi)ursement and procurement 
procedures will be followed in this 
loan.
 

14. Recommendation: 
 On the basis of the conclusions of
 
the Capital Assistance Committee,
 
that the project is technically,
 
economically and financially justi
fied, it is recommended that a loan
 
to the Goverrment of Panama for an
 
amount not to exceed eight million
 
one hundred thousand dollars ($8,100,000)

be authorized subject to the follow
ing conditions:
 

1. Conditions
 

In addition to the normal con
ditions precedent to disbursement,
 
the following shall be required:
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(a) 	Prior to the issuance of any commitment document or to
 
any disbursement under the Loan, Borrower shall:
 

(i) Establish a Coordinating Committee for administering

the project, which has representation from the Ministry

of Agricultural Development, FEDPA, COAGRO, FECOPAN
 
and The Agricultural Development Bank. 
Borrower shall
 
furnish documentation, in form and substance satisfactory

to A.I.D., showing the planned functions of the 
coordinating committee in coordinating loan Project
Activities, evaluating progress of the various components
of the Project, and collecting baseline data to be used
 
as 
a basis for that evaluation.
 

(ii) 
 Furnish, in form and substance satisfactory to A.I.D.,
 
a time phased implementation plan for the technical
 
assistance, which shall include a schedule for the
 
counterpart funding to be contributed by the Borrower.
 

(b) 
Prior to tne issuance of any commitment document or to
 
any disbursement under the Loan for other than technical
 
assistance and supporting equipment, Borrower shall establish
 
a Cooperative Revolving Loan Fund in the BDA, for funds to
be relent exclusively to COAGRO, FEDPA, FECOPAN, and their
 
affiliated cooperatives including rural credit unions.
 
Borrower shall furnish, in form and substance satisfactory

to A.I.D., a statement as 
to the general lending policies

of the fund, the terms and conditions upon which subloans
 
will be made and a time-phased implementation plan which

shall include a schedule for the counterpart funding to be 
contributed by the Borrower.
 

(c) Prior to the issuance of any commitment document or to any

disbursement under the loan for an activity of FEDPA or any

of its affiliates, Borrower will furnish in form and substance

sLt.sfactory to A.I.D,, 
a statement of the lending policies

and piocedures to be followed by FEDPA and a plan for obtaining

the participation of an increasing number of lower income
 
farmers in this portion of the Project.
 

(d) 	Prior to the issuance of any commitment document or to any

disbursement under the loan for relending by an affiliate
 
of COAGRO, BDA and AID shall agree upon a statement of
 
lending policies and procedures which will be used for sub
loans to be made by COAGRO affiliates from Project funds. 

(e) 	Prior to the issuance of any commitment document or any

disbursement under the loan to finance infrastructure, the
 
Ministry of Agricultural Development shall furnish, in form
and substance satisfactory to A.I.D. and the Coordinating

Committee, a plan for the coordinated use of such infrastruc
ture among the various implementing agencies for this Project.
 



2. Covenants
 

(a) 	Unless A.I.D. shall otherwise agree in writing, Borrower
 
agrees to conduct, through the Coordinating Committee,

annual reviews with AID of the progress of the Project.
 

(b) All individual infrastructure projects in excess of
 
$100,000 will be subject to the prior written approval
 
of A.I.D.
 

(c) 	Borrower covenants that the Ministry of Agriculture will

assign to COAGRO and the FEDPA for their use on agri
cultural production projects, an appropriate number of
 
qualified extension agents, to be made available on a
 
timetable mutually agreed upon by AID and the Ministry.
 

(d) 	Unless A.I.D. otherwise agrees into writing, funds
 
received from the repayment of subloans made with Project

funds will be used solely for additional sublending for
 
the same general purposes.
 

(e) 	Borrower will cause to be established in the Ministry

of Agricultural Development an audit section having

the responsibility to audit the activities of each of

the three cooperative federations and their primary
 
affiliates.
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. NATURE OF THE PROJECT AI'D-1 IVe/ P-",()) I 

A. 
PROGRAM GOALS AND OBJECTIVES
 

1. Proiect Goal
 

The goal of the proposed loan-funded program is
 
to effect a redistribution of income 
in the rural
 areas by improving the relative economic position ofthose small and medium farmers who make up the present
and potential membership of the rural cooperative move
ment 
(See Target Group Profile, Section II.B.3.). The
 
program objectives will be achieved by strengthening

the capacity of the cooperative movement to service its
rural clientele more effectively. This will be 
accom
plished by providing technical assistance to upgrade

the service capabilities of the participating institu
tions and organizations as well as 
by providing a
variety of credit targetto coop members, affiliates,

and federations.
 

This program will 
complement the Government of Panama's

announced objective of 
raising the economic and social
standards of the entire rural sector. The Government
has been moving tmeSrflon since shortly after
General Omar Torrijos came to power in October 1968. 

Since that time, 
the GOP has made a strong effort to
implement an evolving socio-economic strategy of devel
opment for Panama which entails rearranging the traditional distribution of benefits that 
result from economic
growth. 
The strategy encourages more 
rapid economic
 
growth in the two terminal cities that service the Panama Canal Zone, Panama and Colon, and, in turn, 
en
visions investing the public resources generated bythis rapidly growing sector 
into social and economic
 
programs to 
improve the living standards of the urban

and rural poor. A corollary of this strategy has been
 an attempt to integrate the heretofore neglected ruralareas of the country with the more prosperous areas
bounding the Panama Canal Zone. 
 The proposed loan both
 
supports and complements this strategy.
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2. Program Justification 

For some 
time the GOP has recognized that 
a numerically
small group of farmers who are aware of modern production and marketing techniques exist side-by-side with
a numerically large group of traditional subsistencefarmers, and that the 
latter group has not benefited
from the increased production of the agriculturalsector in the same measure as the modern farmer. 

Th pGovernment's concern for improving the welfarelarge group of poor farmers isevidenced 
of 

in itsL ,ural sector investment program. The GOP is supporting
1/land colonization schemes, farmer groupings, and precooperatives as responsea to the various sub-sectorneeds of the rural areas. These progra,,is have concentrated resources on a small percentage of poor farmers.The government is presently attempting to strengthenthe cooperative movement asa means of reaching a greaternumber of small 
farmers. 
 In the GOP's preliminary loan
app ication, the Ministry of Agricultural Development(MPA) underscored the Government's policy of assisting
toe small and medium farmer and improving the performance_f the agricultural 
sector through the promotion of
cooperative associations.
 

The proposed loan supports this GOP policy. 
 Its
objective 
is to strengthen the cooperative movement 
in
Panama both vertically, by improving 
its line of
services, and horizontally, by extending 
its reachtn
more small farmers. 
 Panama's cooperative system presently
reaches a limited number of farmers with a line ofservices including credit, sale and delivery of farm
supplies, technical 
assistance, and 
limited marketing
and transportation services. 
 Although the cooperative
movement has morehad relative success in reaching thesmall 
farmer than other private or public institutions
in Panama's 
recent history, the potential contribution
of cooperatives 
to rural development has 
scarcely been
tapped. 
 Many services are not 
sufficiently developed:
many farmers have not yet been organized; andgeographic someregions have scarcely been penetrated bycooperative organization. 
As cooperative services improve, more farmers will recognize the benefits ofparticipation 
in cooperative associations, and the cooperative movement will extend its reach moreto small 
farmers.
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The strategy for the achievement of the 
loan objective

is to pursue the following goals:
 

a. Full Service Line
 

In order to be effective in improving the lives
of its members, the 
rural cooperative movement
 
must ifejrolf -crv iv.es nL---Jnn C.raAj.sale and del ivery of farm suppl ies, mech fl-- i--Q

rai ,'-Lanu tz 55toraeTon,'and eventually 
otechqjca_L_1.dvice rIcuand member L turalIeducation must--be'provided either

directly by coopera tives, or in combination with

other institutions, to insure efficient use of 
services.
 

b. Economic Viability
 

Achievement of social 
and economic goals is directly
dependent upon the economic viability of the institutions. Irn order to be viable the cooperatives mustbe of sufficent size-so tMat the volume of activities,
when com 9dith a reasonable pro1,t margin, allowsthe employment of full time, qualified managers,

administrative staff and other personnel required 
to
provide efficiently the package of services described 
above. The present trend towards federations ofcooperatives contributes to the economic viability

of cooperatives by promoting economies of scale.
 

c. Vertical Integration 

In order to fulfill the objectives noted above, cooperatives have beto integrated into federations on anational 
level, capable of backstopping a full line
of services at the 
local cooperative level. 
 The loan
supports the vertical integration of the cooperative
movement by providing for the improvement of agricultural production services through COAGRO and FEDPA,

and by promoting consumer cooperatives and marketing
services through FECOPAN.
 

A cooperative is essentially a business, but with a
predominantly social objective. 
 As an organization, a
cooperative must be financially viable; but it must also
be capable of offering technical assistance and services
 
to promote the changes 
in attitudes and practices which

result 
in improved productivity and increase income. The
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-USAID concurs 
with the GOP's choice of cooperatives as a
 
key vehicle to prcimote rural development and to improve the
 
welfare of the sma i farmer.
 

3. Project Benefits and Outputs
 

The project Uiiil strengthen cooperatives both at the
primary level and the 
s~condary level. 
 The direct benefits of
 
the project will fall 
itto the following categories:
 

i. Institution building at 
the level of the three
 
participating federations.
 

a. COAGRO - Improving the ability of COAGRO to
 
act as a farm input wholesaler to its affiliated coops and

developing an ability in COAGRO to 
market the farm produce of
its members and member coops in 
coordination with FECOPAN and
 
FEDPA.
 

b, FECOPAN - Developing the ability of FECOPAN
to wholesale consumer products 
to its member coops and gradually

building its capability as 
a farm produce assembler and marketing agent for its 
own membership as well as the farmer/members
 
of COAGRO and FEDPA.
 

c. FEDPA - Improving FEDPA's ability 
to market
its credit union services, especially among the lower income

rural farm population. 
 FEDPA will also coordinate with FECOPAN

and COAGRO to improve marketing channels for the produce of 
its
 
own farmer/members.
 

ii. Expansion of the availability of credit for
cooperatives and 
their members through federations and through

the Agricultural Development Bank.
 

iii. 
 Improved delivery of technical assistance through

the institutionalization of 
access to technical assistance
 
through parent cooperative federations. The technical assist
ance will 
not only be directed at assisting farmers to grow
traditional crops more efficiently but also 
to grow crops best
 
suited to the soil conditions, location, access, 
projected

markets and other pertinent considerations.
 

iv. 
 Improved services to individual cooperatives (a)
through the rationalization and 
the coordination of the roles
 
and activities of the federations so that they can 
become
 
mutually reenforcing; 
and (b) through the integration of
services at 
the local level, reducing possible duplication and

lowering costs to small farmers by achieving economies of 
scale:
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a. 
 COAGRO will provide small farmers with agricultural inputs at reasonable prices, 
technical assistance,
 
and some marketing services;
 

b. FEDPA will provide production credit and

finance small agro-business ventures; 
it is expected that
FEDPA will encourage the establishment of voluntary savings

facilities in those affiliates which presently offer only man
datory share accounts;
 

c. 
 FECOPAN will provide small farmers with 
system of member-owned consumer outlets and 
a
 

a channel for
 
marketing agricultural produce.
 

The indirect benefits of trie project will be
(1) an increase in agr:icultural production, (2) an 
increase

in the income of the 
small farmer, thereby improving income

distribution, (3) an improvement in 
the marketing system,
(4) the development of managerial and 
technical capabilities

among rural cooperative members,and (5) an increased propor
tion of low income farmers phrticipating in cooperatives.
 

Measurement of 
the direct benefits derived
 
from the project will include:
 

i. Increased cooperative membership 
on the order of
 

a. 
 Sixty percent in agricultural cooperatives

b. Sixty percent in rural 
consumer cooperatives
 
c. Thirty-Five percent in credit 
unions
 

ii. Delivery of credit and 
technical assistance to
 
a minimum of 50% of agricultural cooperative
 
members.
 

iii. Participation in a cooperative marketing system
 
of a minimum of 50% of agricultural cooperatives

representing at least 40% 
of producer members.
 

iv. Increase in the volume of business of 
the agri
cultural cooperatives from the 
current $3,500,000

to a minimum of $6,000,000 annually including an
 
increase in 
the volume of COAGRO's business
 
from $1,500,000 to $3,000,000 annually by the
 
end of the 
loan. The latter figures refer solely

ti COAGRO's business with its 
own cooperatives.
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v. Increase 
in the volume of FECOPAN's business
 
from a projected $230,000 
in 1974 to $1,240,000

4y 1971, plus an increase 
in sales volume of

FECOPAN affiliates from the 
current $4,000,000
 
to $6,000,000.
 

vi. Increase 
in the 
loans made by credit unions
 
from the 
current $2,900,000 annually 
to
 
$6,500,000, including 
an increase in volume
 
of loans made by 
FEDPA to affiliated credit
 
unions from $1,300,000.Jp 1974 
to $2,120,000 in
 
1977.
 

The above criteria measure 
the quantity of services
rather than the quality. In 
the final analysis, only observation will demonstrate the extent to 
which credit and
services aze provided in 
such a coordinated way 
that the small
farmer cooperative member has 
access to a complete cycle of
production inputs, 
technical 
advice, and markets 
for his produce. The success of 
the project can be measured in terms of
its effect -in strengthening the 
capacity of 
the cooperative

movement 
to 
respond with continuity to the needs of its
members. 
 With that premise in mind, 
we expect the membership
of cooperauve organizations to increase by 
the margins cited
above (number 1). 
 We also expect a lowering of the average
and median income level and 
farm size statistics reflecting
small farmer participation and 
confidence in 
the benefits to

be derived from cooperative membership.
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B. PROJECT SETTING
 

I. Agriculture in the Panamanian Economy
 

a. The Agriculture Sector
 

The Panamanian economy is unique 
in Central America
 
in that the agricultural sector has not been the
 
traditional motor for growth. 
 The sector's contri
bution to GDP has 
been declining from a relatively

small 29% in 1950, to 23% in 1960, to 16% in 1973.
 
Agriculture nonetheless employs 35% 
of Panama's

labor force, and represents 70% of Panama's 
commo
dity exports. The four basic components of the
 
agricultural sector are crops 
(73%), livestock 
(22%), fishing (4%) and forestry (1%). Agricultu
ral expnY airiount to 25% of crop production
(banana7 sugar), 3% of livestock and 50% of fishing 
production (shrimp.).
 

The growth rate of the agricultural sector, despite

its overall decline as a proportion of GDP, was a
 
healthy 5.3% 
in the 1960's, dwindling to an overall
 
4.1% annual growth rate 
in the past five years and
 
3.7% in 1973. GDP per worker inagriculture was
 
lower than in other major sectors, but it increased
 
from $368 to $1,020 between 1960 and 1970.
 

This is partly due to an absolute decline in agri
cultural employment owing to a 10% annual 
increase
 
in urban employment. The agricultural production

index for Panama over the 1962-71 period show.
s an
 
increase of 53% for the nine-year period, compared
 
to 29% for Latin America as a whole.
 

Gross production and growth rate figures hide the
 
extremes 
in income distribution and the disparate

growth levels of applied technology. In 1972, 4T.
 
of all farms reported no cash sales of products.

Over 80% of the farms used only hand labor. Less
 
than 5% of farms received technical assistance and

10% received credit. 
 With the exception of a thin
 
strata of rapidly modernizing and efficient producers,

mainly in export crops, cattle, poultry and r;ce,

Panama's agricultural sector remains traditional.
 

The major crops in Panama are bananas, sugar, rice,
 
corn, beans and tobacco. Bananas are produced for
 
export, chiefly by large plantation growers. Much
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of the sugar is also grown by large producers

although small farmers also play an 
important role
in cane production. 
 Rice, corn, beans and tobacco
 
are produced predominantly by small 
farmers.
 

Undoubtedly the application cf improved technology

has the greatest potential for increasing agricul
tural 
production. Disseminating available knowledge

to Panamanian farmers and research to broaden the
 
technological 
base are top priority needs.
 

The quality of the land 
is the major bottleneck to
increasing agricultural production. 
 Panama has very little 
fertile 
land suitable for agriculture or intensive

cattle raising. A tropical moist area, 
now largely

deforested, comprised the original 
land settlements
 
of the country. 
 Only about a quarter of this area
 
is presently suited for field crops 
or pasture.

The best areas 
are the alluvia of Chiriqui in the
 west, and the Bayano Basin in the east. Some parts

of the Dari6n are thought to have similar capability.

The topsoil in these areas 
is thin and unstable and
 
must be treated with a great deal 
of care to avoid

irreversible erosion, especially through trampling

by cattle. 
 Large portions of the remaining land
 
are claimed by tropical forests which h:ve 
proved

unsuitable for crops. 
 Finally, topography in the

mountain areas 
has imposed further limitations on
 
the kinds of crops which can be cultivated. Thus

the size of farm holdings bears 
little necessary

relationship to farm income, or agricultural 
pro
duct ion.
 

,Land tenancy patterns pose major obstacles 
to income

distribution and production. 
Three hundred farms
 
of over 500 hectares account 
for 22% of total arable

land; at the other end of the 
spectrum, 4% of the
 
land represents 54,400 farms 
(45% of all farms) in

holdings of less 
than 5 hectares. 
 Liven the overall
 poverty of the soil; 
the alternate semi-arid, rain
forest topography of the country; and the serious
 
pest and disease problems 
that pervade Panama, it is
understandable that these small 
farms support little
 
or no marketable surplus. 

The lack of land 
titles, although wide-spread, has
only a marginal effect on small 
farmer income; only

12% of the 105,000 agricultural holdings 
in the
 
country are titled properties. 
 In the frontier Pro
vince of Dari6n, two-thirds 
of the farms and 95% of

the occupied 
land are untitled. 
 In the older Pro-
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vince of Veraguas three-fourths of the farms and
 
nearly 60% of the land have 
no title. The Agrarian

Reform Commission, established in 1962, 
has attempted

to promote the titling of land. Between March 1963
 
and May 1974, 10,190 titles covering 408,067 acres
 
were issued. Progress has been slowed by two factors:
 
the land-holder's fear of being taxed once 
the land

is titled, and the red 
tape and expense involved in
securing a title. 
 Generally, no one 
is interested 
in taking away the small farmer's small holding of poor land, and the titling problem does not affect 
production greatly. 
This will remain the case until

the small farmer 
is able to obtain credit from a
 source which would react negatively to his lack of
 
title.
 

Internal migration has been both rural-to-urban,

and rural-to-rural. 
 The main area of out-migration

continues to be the over-populated and increasingly

land-poor Azuero Peninsula. The principal poles of
 
attraction are 
the terminal cities of Panama and
Colon, the Atlantic Coast, the virgin regions east
 
of Panama, and the ChiriquT Province bordering
 
Costa Rica.
 

b. Agricultural Policies
 

The GOP is
aware that the policies designed only to
 
promote the most rapid growth 
in agricultural output 
are
unlikely to trickle down to the economically marginal

farmer. 
 The welfare of the small subsistence-level
 
operator in Panama is likely to 
improve only if the
 
two goals of raising the subsistence farmer's
standard of living and 
raising output are pursued

with equal vigor. 
 In the past few years the GOP

has experimented with several programs to accelerate
 
the achievement of this goal.
 

The asentamiento scheme of collectively grouped agricultural settlements is 
a GOP means of addressing

the problems of the poorest farmers: currently there
 
are 140 asentamientos with about 5,000 families.
 
About 60 Juntas Agrarias, 
or groups of farmers who
pool their land resources, SpecaIare also in eyistngeGNational Guard
totalling approximately 2,500 families. 
 coonization
experimentis into virgin land cleared by settlers, with 
the government providing services such as 
teachers,

nurses, seed and fertilizer,.have resulted in theformation of three colonies serving about 2,700.
 
persons.
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Having concentrated the majority of resources 
into
 
the select programs described above, the government

is presently attempting to strengthen the coopera
tive movement as a means 
of reaching more farmers,

including utilizing the managerial talents and re
sources of the slightly more economically viable

farmers to improve the lot of the more marginal

members. The first steps 
were 
to create cooperative

federations with specific areas 
of competence and

authority. 
Thus FEDPA was founded in 1961 
to foster

the growth of credit unions, many of them in rural
 
areas; COAGRO was founded in 1969 to foster agri.op-cultural production; FECOPAN was 
formed in 1972 to
 
promote and supply consumer cooperatives. These
cooperative federations are receiving the full sup
port of the GOP to strengthen their performance of


hes'e tasks.. The proposed loan request is illustra
tive of the GOP's interest.
 

When considering the GOP's approach to agricultural
 
problems 
in the past, one might question whether
 
production has been overemphasized to the neglect

of marketing and other components of the sector,

thus unbalancing the system. 
The present Government
 
has indicated that the 
intention of the GOP is to

redress this 
imbalance by moving more aggressively

into programs of production credit, technical assist
ance, marketing, price support and other incentives,
 
as well as specific production projects. This loan
 
will support the shift to a more balanced program.
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2. History of the Cooperative Movement in Panama
 

a. Legal Basis
 

The legal basis for cooperatives in Panama origi
nated in the National Constitution of 1946. The
 
legislative framework governing the organization

and operation of cooperatives is incorporated as 
Title VIII of the Agrarian Code of March I, 1963. 
Articles 15 and 18 of the Code encourage the orga
nization of agricultural cooperatives to serve as
 
the institutional infrastructure for channeling

credit and promoting linkages between producers 
and consumers. The Code placed the supervision and

regulation of all cooperative activities under the 
Ministry of Agricultural Development.
 

The Constitution of October 11, 1972, deals with
 
cooperatives in Articles 115 
(3) and 247 saying

respectively that the Government shall encourage
 
the establishment of cooperatives and create 
in
stitutions to develop cooperatives and to audit
 
them.
 

b. Development of the Cooperative Movement
 

The cooperative movement in Panama has evolved
 
slowly: in 1956 there were only nine 
registered

cooperatives including 
seven credit unions, one
 
agricultural coop, and one consumer coop. During
 
the 1960's the cooperative movement began a period

of steady expansion, with the credit union move
ment in the forefront. (See Annex B ). As 
evidenced in Table I, the number of organized coop
eratives increased by a factor of nine between 1956 
and 1964, and has continued a sharp upward trend.
 
Membership in the cooperative movement has increased 
even more rapidly, doubling between 1968 and 1972,
 
although the number of cooperatives increased by
 
only 59%.
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A. 	4'o.of Coops 

Cvedit Union 

Agricultural 

Consumer 

Other 


B. 	Membership 


Credit Union 


Agricultural 


Consumer 


ther1, 


TABLE I 

GROWTH OF COOP MOVEMENT IN PANAMA ' 

1956 1964 1968 1972 

981 L 168 267* 

7 5(9 106 137 

1 11 23 31 

1 5 29 24 

0 6 10 75 

N.A. N.A. 20,028 40,112 

12,825 21,429 

2,685 5,879 

2,778 6,500 

740 6,304 
C. 	Transaction/Services ('000$) 
 N.A. N.A. 


Credit Union 


Agricultural 


Consumer 


Other 

There are 35 agricultural 

$5,825 $18, 640 

1,448 4,986 

3,023 4,196 

1,344 3,500 

10 	 5,958
 

pre-cooperatives witha combined membership of 
1,200 and 20 consumer
 
pre-cooperatives with an additional 
1,500 memberswhich are not 
included in Table 
I.
Includes fishing, housing, transportation and

general cooperatives 

***" 1967 figures. 
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While credit unions have spearheaded the develop
ment of new cooperatives, membership in agricultur
al and consumer cooperatives has grown more 
rapidly

in recent years. Furthermore, the volume of
 
transactions of agricultural 
and consumer coopera
tives is nearly as high as 
that of credit unions.
 
(See Table I).
 

Three federations of cooperatives dominate the
 
movement in Panama presently. The Federation of

Credit Unions of Panama 
(FEDPA) was organized in
 
1961 and has 79 member coops with a combined mem

/JGAeyship of 18,639. 
 The Federation of Agricultural
 
, ooperatives (COAGRO) was founded 
in 19b9 and has
 

.. 
 1 Lmember coops with a membership inexcess of
 
,- . J)O. The Federation of Consumer 
Cooperatives of


Panama (FECOPAN), founded 
in October 1972, has
 
affiliations with 17 consumer coops with a combined
 
membership of 6,500. 
 The i'linistry of Agricultural
f 7Development has been instrumental 
in the formation
 
of the latter two federations, lending personnel

and supporting specific service functions: 
 COAGRO

recently became the government's distributor of certain
 
fertilizer and agricultural inputs. 
 The government

expects FECOPAN to supply a chain of consumer
 
outlets and eventually to pla-ya major role 
in
 
market ing.
 

Beginning in 1964, USAID/Panama has provided sup
port to the movement, mostly in the 
form of tech
nical assistance, but also with grant and loan
 
funds. 
 Further, various types of equipment have
 
been granted through the Grant-in-Aid and Excess
 
Property Programs. 
 The 034 Loan (1969) contained
 
a credit component of $400,000 which was 
relent to
 
COAGRO and its affiliates, and the 037 Loan 
(1971)

provided FEDPA with a relending fund of $1.9
 
million. (For experience see section on COAGRO, III. C.1.,

and on FEDPA, Annex L).
 

The prospects for the continuing growth of the
 
Panamanian cooperative movement appear to be good.

The technical assistance and financial support

provided in this loan will 
strengthen the coopera
tive movement. The continuing commitment of the
 
government to agricultural 
and consumer cooperatives

in particular will enable 
the movement to provide

more effective services and to reach a larger

portion of Panamanian farmers.
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3. The Target Group Presence in the Cooperative Movement
 

a. Income
 

The cooperative movement in Panama presently has
 
a membership of 30,000 families4 
 17,000 or 57% are
 
rural. In April of this year a survey of 76 rural
 
members of agricultural, consumer or credit coops was
 
conducted by AID/Panama and the GOP. ./It shows that
 
half the families belonging to the rural coops have
 
annual incomes of less than $1,500. This $1,500 figure

includes an inputed cash value of $700 for family

produced food. 
 The cash per capita income level then
 
is less than $160 a year. (See Table II).
 

The broad range of income within the sample (from $6
 
to $25,000) reflects the diversity within the coopera
tive movement. A breakdown of 
the income categories
 
represented by the sample shows that 50% of the
 
cooperative family members had per capita cash annual
 
incomes of $60 
to $160; 63% had per capita incomes of
 
$260 - $460 or less: and 78% earned less than $460
$660. This compares with the national average of
 
$820. Judging from this sample, the rural poor make
 
up at least 63% of Panama's rural cooperative movement.
 

The lending procedures to be utilized under this pro
posed loan will encourage coops to give priority to
 
lower income members.
 

-/'A survey of 21 rural coops and 76 members was made by
 
6 joint USAID/GOP teams. 9 COAGRO coops, 3 FECOPAN
 
rural coops, and 10 FEDPA rural coops were visited.
 
One coop was a member of both FECOPAN and COAGRO.
 

Coops were selected to give a geographical dispersion 
over the South-Western portion of the country where
 
most coop activity is located; 6 of 9 districts were
 
covered. No urban coops were visited.
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TABLE II 

Net No. of Coop. % of Coop %

Income ($) Members 
 Members Cumulative
 

0 - 500 
 7 10 10
501 - 1000 
 13 18 28

1001 - 1500 16 22 
 50 ** 1501 - 2000 
 1 
 1 51
2001 - 3000 
 8 12 63

3001 - 4000 
 4 
 6 69
4001 - 5000 
 6 9 
 78
5001 - 6000 
 8 11 69
6001 - 10000 
 5 7 9610001 - 15000 
 2 
 2 98


15001 - 25000 
 2 
 2 100
 

TOTAL 
 72 100 100
 

4 interviewees 
gave no response.
 
* Med ian income 

The sources 
of income among those sampled in the
USAID/GOP survey varied: 
 approximately one-third
 
derived 
income only from the farm; another third
 
derived income from both the farm and from other
 
sources; and the remainder obtained all income from 
non-farm sources. The latter group included not
 
only non-farm members of FEDPA and FECOPAN, but
 
also subsistence farmers who had part-time employ
memt.
 

b. Land Holding
 

The picture changes 
if size of land holding is the
 
criteria of wealth. 
The average land size of the

56 farmers in the sample 
is46.5 hectares. Prima
 
facie this reinforces the notion of the relative
 
wealth of agricultural coop members 
compared to non
coop members. The median land size 
is 18 hectares, 
and the distribution is fairly even over a large
range as evidenced in Table III. A comparison with

national figures verifies that coop members have
 
more 
land than the average farmers; only 25% have
 
less than 5 hectares. 
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TABLE III
 

LAND DISTRIBUTION INPANAMA
 

UAID Coop Sample 1970 Agricultural Census

No. % Cum. No. %
Area Cuin.Farms Total 
 % Farms Total % 

Less than I Ha. 
 3 5 5 

- 20,000 19 191 2.9 Ha. 
 8 15 20 
 ...... 

3 - 4.9 Ha. 

5 - 9.9 Ha. 

4 5 25 34,400 33 52
10 18 
 43 13,900 13
10 - 19.9 Ha. 654 7 
 50 14,200 14 
 79
20 - 49.9 Ha. 9 16 
 66 14,100 13
50 - 99.9 Ha. 11 20 86 
92
 

5,500 5
100 - 499.9 Ha. 97
8 14 
 100 2,800 3
Over 500 Ha. 100
0 
 0 100 
 300 
 .3 100
 

TOTAL 
 56 
 105,200
 

A comparison of Tables 
II and III suggests that thecorrelation between income and 
land size is weak.
More than 40% of the farmers have over 30 hectares,
yet some of these farmers earn $3,000 or less perannum. This 
is the result of differences 
in land
fertility, land use, 
location or a combination ofthese and other factors. (See discussion on soil 
quality, Section II.B.Il). 

c. Production
 

A major question is whether the target farmer will
be reached through AID assistance to cooperatives.

Out of 76 persons Tnterviewed, 61 
(or 82%) reported

having undertaken agricultural production projects,cumulatively valued at $196,717. 
 Of these projects

60% or $119,297 were 
in crops; the remainder were
in livestock. The average gross value of production
per member was $4,098. 
Total value of gross production per member ranged from $30 to $25,000, with
crops ranging from to$20 $15,000 and livestock 
from $150 
to $20,000. The distribution of the gross
value of production is shown in Table IV. Themajority (82%) of gross agricultural production was
sold, 7% was consumed by member histhe and family,
2% was used for seed and animal feed; and 9% was
undetermined. 
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TABLE IV
 

GROSS VALUE OF AGRICULTURAL PRODUCTION IN PANAMA
 

Total 
 Crops Livestock
 

Less than $1,000 19 40% 17 47% 
 13 52%

$3,0oo to 4,999 
 16 33% 10 280 8 32%

$5,000 to 10,000 
 6 12% 5 14% 2 8%

More than $10,000 _Z 15% 4 11% 
 2 8% 

48 100% 36 100% 25 100%
 

These findings are consistent with the generally low

level of agricultural development 
in Panama. National
 
statistics show that fully 47% of all farms or 49,196
farms sell no produce, while the next 27% or 27,752

farms sell less 
than $100 worth of produce. While

it is unlikely that many of those lowest 
income far
mers are presently reached by the cooperative move
ment, it is anticipated that more will become members 
as the cooperative movement expands. 
 Presently 78%

of coop members have gross annual incomes below the
 
national average.
 

d. Geographic Distribution
 

The geographic distribution of cooperatives is 
con
centrated in the relatively wealthier areas of the
 
Azuero Peninsula, Coc16 and Chiriqui. 
The least
 
represented area, Dari6n, is also the poorest in
 
the country.2/ This observed phenomenon is easily

explained: Cooperatives are established by people

who have some cash income and are active in and
 
familiar with the market economy, unlike purely
 
subsistence farmers. 
(See Annex H)
 

The tendency of the cooperative movement to reach
 
downward as it expands is demonstrated by a break
down of the original sample by size of coops which

shows that size of coop and level of income correlate 
inversely: Small 
coops of less than 150 members
 

2/ Annual per capita income of rural residents of the Azuero Pe
ninsula in 1970 was 
$238, of the Cocld Province $255, and of

the Chiriqui Province $310. The corresponding figure for
 
Darien was $92.
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averaged incomes of $3,961, while medium-sized coopsof 150-400 members averaged $3,538 and large coops

averaged $2,986. These subgroups were equally re
presented by COAGRO and FEDPA coops which dominaLed 
the AID sample.
 

e. Savings
 

Savings of the coop members varies greatly, ranging

from $5 to $6,000 in the AID sample, with an average

of $392. (See Table V).
 

TABLE V
 

COOPERATIVE MEMBER SAVINGS
 

Amount Saved 
Member 
Saver 

% of 
Savers 

% of 
Total 

0 
Less than $100 
$100 to $499 
$500 to $1,000 

19 
20 
24 
11 

-
35 
42 
19 

25 
26.3 
31.5 
14.5 

More than $1,000 2 4 

Total 
 _6 100 100.0
 

f. Credit Availability 

Coop members appear to have easier access 
to credit
 
than the average small farmer: 
 63% of the inter
viewees received credit during the past year. 
 Of 
these, 77% borrowed from coops, 17/o from other 
sources, and 3% had loans from both coops and other
 
sources. Table V demonstrates the exclusiveness
 
of bank loans in comparison to coop loans. The
 
survey indicates that the minimum amount of bank

lending was $500; 88% of loans were 
over $1,000 and
 
the average loan size was 
$3,243. By contrast 457

of coop loans were less 
than $500, and 32% were over
$1,000, bringing the average up 
to $897. Thus the
 
poorer coop member has apparent access to loans only

through his cooperative or 
through informal credit
 
sources. 
 FEDPA has a $5,000 credit ceiling on individual 
loans which helps to channel cooperative

loans to those unable to obtain bank credit.
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TABLE VI
 

LOANS FOR AGRICULTURAL PRODUCTION
 

From
 
From Coops Other Sources
 

No. of persons who
 
received loans 
 22 (29%) * 8 (10%)


No. of loans 
 31 
 10
 
Amount 27,795 32,430
 
Average per loan 897 
 3,243
 
Average per person 1,263 4,054
 
Range per person 
 60 - 7,500 1,000 - 5,000
 

Distribution per person: 
 No. % No. %_
 

Less than 100 
 2 9 0 0
 
100 to 499 
 8 36 0 0
 
500 to 1000 
 5 23 1 12
 
More than 1,000 -.1 32 
 Z 88
 

22 100% 8 100%
 

* Refers to % of total members interviewed (76).
 

g. Technical Assistance
 

Technical services extended to agricultural coop

members have been minimal. FEDPA has only three
 
agents trained as rural agronomists to supply tech
nical assistance to its coop members. COAGRO has
 
not supplied extensive technical assistance, although
 
some affiliates receive assistance. Two large COAGRO
 
cooperatives supplied assistance for special products
 
(potatoes in Cerro Punta and swine 
in Santiago).
 
The programs were highly successful. Small coops
 
that depended on MIDA for technical assistance have
 
high delinquency rates.3/ 
MIDA and the BDA already
 

3/ This may well reflect the historical fact that in the 1971
73 period MIDA's 
resources of technical assistance were con
centrated on the asentamiento program to the neglect of the
 

vast majority of the small farmers.
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provide some limited technical assistance, but have
 
undertaken 
to make a major contribution of technical
 
assistance to the coops participating in this loan.
 
On a national average, it is estimated that less than
 
5% of small farmers have been touched by any form of
 
technical assistance in the years 1971 through 1973.
 
However, the AID sample reported a much higher per
centage (38%), although only 56% of that group
 
stated that the assistance was adequate.
 

Judging from the survey, the use of production in
puts is quite high among cooperative members indicat
ing relatively sophisticated faring techniques:

93% of those reporting in the AID sample used ferti
lizer; all 
used pesticides or herbicides; 55% used
 
improved seed; 
and 44% used some form of mechaniza
tion. 
 Field visits by Mission staff indicate these
 
figures are at variance wth their earlier observa
tions, and 
the reader is therefore cautioned accord
ingly. 
 At the national level,
 
use of fertilizer and pest controls has been increas-

Ing rapidly; however, the 
impact of this technology

on small farmers is limited. Probably, fewer than
 
the 10% of Panamanian farmers receiving credit or
 
technical assistance have been able to make effec
tive use of these inputs.
 

h. Social Mobility
 

Social mobility in Panama generally depends on the
 
level of income and the ability to acquire an educa
tion. Educational opportunities are greater in
 
urban areas. Although the overall percentage of
 
school-aged children enrollment is higher in the
 
rural areas, the level of education is basically

limited to primary school. Lack of secondary schools
 
limits the availability of technical and university

level education. Thus, social mobility is
more
 
limited in the rural 
areas although the rural-urban
 
migration rate demonstrates that many rural people
 
choose that 
route to social mobility.
 

i. Migration
 

There are two important migratory flows; foremost
 
is the movement of younger people from the rural
 
areas 
to the cities. The second important flow
 
originates chiefly in the Azuero Peninsula and 
is
 
made up of farmers moving from those poor lands 
to
 

nc
newly opened land Mie and

the- n 
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j. Overview 

The difficulties of reaching out to the poorest of
 
the rural poor, those living beyond the reach of
 
urban ini'luences, cooperatives or the market economy,
 
are tremendous. These poor require the attention
 
and continuous support of a socially concerned go
vernment. In recent years the GOP has actively un
dertaken this task, as witnessed by the asentamiento
 
and iuntas agrarias programs. The loan complements
 
this activity but its target is the coop member,
 
the farmer who already markets some of his produce
 
and is therefore a part of the market economy, but
 
who is still a relatively poor Individual. The
 
median per capita income of coop members bears this
 
out. A comparison of the level of assistance and
 
credit received by coop members to the average far
mer, indicates that cooperatives are a key vehicle
 
in reaching farmers. The extension of cooperative
 
services to more small farmers will bring them
 
closer to the mainstream of agricultural development.
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4. 	Existing Credit Structure
 

a) Availability and Sources of Credit
 

Adequate credit has been available only 
to a 	small
number of commercial 
farms and 
ranches. 
 In 	1972, less
than 
10,000 individual 
farmers received 
institutional
credit. 
 Small 
farmers received less 
than 	3% of this
credit and 
intermediate farmers received 9% in spite of
the efforts of BDA and the coop system. 
The 	apparently
favorable macro-credit situation for Panama's agricultural
sector hides the 
lack of credit to 
small and medium farmers.
 

TABLE VII 

FARM 	CREDIT - 1960, 1970, 1972
 

1960 
 Live-
 1970 
 Live-
Total Crops 	 1972
stock Total Crops stock 
 Total
 

Private Banks 
 6.1 
 15.0 
 15.1 
 30.1 
 28.1
BNP* 	 3715 
 59.6
1.7 1.0 5.3 6.3 2.6I FE,*,' I DB 	 11.7 14.3o.6 2.6 6.5IFE**-/AID/MI DA 	
3.9 3.8 4.o-	 7.80.3 0.6 0.9 
 0.8 7.22.0 

Sectoral 
Prod.

P la n ', 

- 1.1 0.3 1.4
 

TOTAL 8.4 18.9 24.9 
 43.8 3.6.8 48.3 85.] 

* Banco Nacional de Panama specializes 
in 	larger cattle loans.
 

** 	 The Instituto de Fomento Econ6mico 
(IFE) was merged into the BDA,
Banco de Desarrollo Agropecuario in January, 
1973.
 

**" 	 Loans to agrarian reform collectives. 
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Taking note that credits of $Bla.7 million in 1972 from
private banks, the Banco Nacional de PanaS, And the IDB
loans for livestock were made to largeP duc 
 , we see
that of a total of $36.8 million in agricultural loansonly $3.4 million was available to small 
 farmers.
Of this, $1.4 million went to 
the agrarian reform collectives. 
 Outside of the commercial banking system, small
farmers can resort to cooperatives, money lenders, and
their own savings. 
 The latter source ismeager at best.
An AID survey showed that 25% of a samp;e of coop members
saved nothing, 34% saved less than $1OOand 78% 
less than
$500 per year. 
 Credit from money lenders and local 
mer
chants 
isavailable to a limited extent but expensive,
often with large hidden interest charges. Lacking capital,

cooperatives have not developed s'jfficiently to be classi
fied as a major source of production credit.
 

b) Terms and Conditions - Historical
 

The largest part of the institutional credit 
came from
private banks and the BNP, which charge commercial interest
rates. BDA charges the lowest interest rate, 5% to cooperatives other than credit unions, 8% to individuals and 9%
to credit unions. Cooperatives rates 
to their members vary
according to the cooperative. 
 The FEDPA affiliates' sublending rate isone percent per month, or 
12% annually; the
COAGRO affiliated coop members 
can receive credit directly
from the BDA at 8% but only 10% 
of the members are reported to
be borrowers. Maturities for production loans from banks,
both private and official, vary 
 from six months (crop
cycle) to 5 years for livestock loans, equipment and infra
structure.
 

The requirements for borrowing from private banks are
very difficult for small 
farmers to meet. 
Substantial
collateral 
is required; this effectively closes this source
of financing to the vast majority of small farmers. 
 The
AID survey showed that no commercial bank loans for less
than $500 had been made; the average size of bank loans to
the few eligible coop members was over 
$3,000.
 

Viable production cooperatives or credit unions probably offer the best hope of extending credit a sizeable segment of Panamanian farmers. 
to 


Cooperatives are in
 a good position to determine the credit needs and repayment prospects of their members. 
The funds to be made
available for relending under this loan 
are expected to
bolster the capacity of the recipient coops to service the
credit needs of their farmer members.
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C. Project Description
 

1. Program Summary
 

The proposed program will 
consist of 
two major components
designed to strengthen the rural cooperative movement in Panama,

thereby making it 
more responsive 
to the needs of its rural client
members and also permitting it 
to 
expand its membership outward
to include other low-income farmers 
as yet unaffiliated with any
cooperative. 
 This program will be supported by funds from the GOP,
the rural cooperative mouement 
and AID. The 
total amount of the
program is $11,755,000, 
of which ATD will 
provide $8,100,000 (69%),
the GOP $2,430,000 (21%) 
and the cooperative movement 
$1,225,000 (10%).
 

The larger program component will consist of 
funds for relending from a Cooperative Revolving Fund 
to be established in 
the Agricultural Development Bank 
(BDA). Resources for 
the Revolving Fund
will be contributed by both AID 
($6,750,000) and 
the BDA ($500,000).
Together these funds 
will be relent 
to the three federations active
in the rural areas (COAGRO, FEDPA and FECOPAN), to 
their affiliated

cooperatives and to 
individual cooperative members. 
 The funds will
finance 
the following activities, agricultural production credit, equipment and infrastructure, 
and working capital. Of the funds to be made
available by 
AID for production credit, 
none shall be used 
to finance
the following commodities: cotton and 
tobacco. 
1/ Since the fund
will finance only 90% of 
total subproject costs, 
t-he cooperatives or the
federations will 
contribute from their 
own resources the remaining 10%,
or $725,000, to the activities financed by 
the fund.
 

The second program component consists 
of funds for institutional
development, which will be made 
available to the Ministry of Agriculture Development (MIDA) to 
pay for services to 
the federations, the
BDA, and 
to MIDA itself. These services will include 
technical
assistance, training and subsidy costs 
for coop managers, supporting

equipment and vehicles, crcation of an auditing section within
Department of Cooperatives of MIDA, and 

the
 
the U.S. share of costs
relating 
to data gathering and 
evaluation activities. 
To provide a
statistical basis 
for future evaluations of 
the effectiveness of
the loan, a survey will be carried 
out to collect and tabulate
certain baseline data relating to 
the welfare level 
of selected
cooperative members. 
 The total cost of this institutional development component is $2,930,000, of which 
the proposed AID loan will
 

provide $1,350,000.
 

Furthermore, the Agricultural Development Bank (BDA) will
vide an additional $850,000 
pro

in services 
towards the administration of
the revolving fund. 
 In the event that not all of 
this contribution

will be used for administrative support 
costs the 
GOP has agreed to
make the difference available 
to the revolving fund 
for relending
 
purposes.
 

1/ Coffee and sugar cane 
have not been excluded because those who
would obtain credit under this loan 
for this production are small
farmers, not 
vertically integrated 
into exporting systems.
 



UNCLASS IF IED 

- 25 

2. Proiect Components - Activities to be Financed
 

Loan funds will be used to provide credit for relending
 
through the cooperative movement in the rural sector
 
of Panama. These resources will be complemented by a
 
contribution from the cooperatives equal to 10% of all
 
sub-project costs financed under this portion of the
 
loan. 
 Loan funds will also be used to provide institu
tional development support to the federations as well as 
to the Ministry of Agricultural Development (MIDA) and 
the Agricultural Development Bank (BDA).
 

a. Relending Funds
 

A cooperative revolving fund of $7,250,000 will be

created and administered by the BDA, consisting of 
$6,750,000 of AID loan resources and $500,000 from
 
the GOP. These funds will be 
lent to the three
 
federations and their affiliated cooperatives.
 
Since only 90% of estimated total project costs will
 
be eligible for financing, the cooperatives will

make available an additional contribution of
$725,000 from their own 
funds to complement the
 
various activities being financed under this activ
ity. Together, these funds total $7,975,000.
 
They will be used in support of the following activ
ities:
 

(1) COAGRO
 

The Federation of Agricultural Cooperatives 
(COAGRO) currently provides a variety of 
services to its 21 affiliated cooperatives 
and 5000 rural members. These include whole- V 
saling services for a range of agricultural 
inputs and farm supplies, some marketing and
 
distribution services, storage programs, con
sumer outlets, and related technical assistance. 
Several of COAGRO's member cooperatives are 
multi-service and some are multi-community.
 
The volume of business of the COAGRO operation
 
has grown considerably over the past 
two
 
years, in large part because it was recently
 
appointed as GOP wholesaling agent for certain
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agricultural inputs. The federation projectsa net profit for 1974. 
 (See the Financial
 
Analysis, Section 
Ill. F.).
 

Notwithstanding the 
relative success of 
its

expanded activities 
to date, COAGRO is still
 a young organization and some of the services
provided by the federation and the affiliated

cooperatives 
to its clientele should be expanded or improved, to strengthen the 
institution's role as 
a service organization. 
 The
members of COAGRO affiliated cooperatives will

also require access 
to additional production
credit and related technical assistance to beable to take advantage of COAGRO's expanded
services. 
 The additional 
technical assistance
 
will be provided by 60 field production agents
of the Ministry of Agriculture, approximately

half of whom will be assigned by COAGRO to
work with individual 
affiliated cooperatives.
The credit requirements of all 
three levels
of the COAGRO movement 
- the individual farmer/member, the affiliated cooperative and the
federation - will in part be met by funds 
available under this 
loan.
 

Up to $4.0 million of loan funds from the
BDA cooperative revolving fund will be made
available to COAGRO and 
its 21 affiliated
cooperatives. 
 A portion of 
these funds willbe borrowed directly by the affiliates andrelent to individual members. These loan
funds will be used to finance the followiq
kinds of activities: 

Affil iated 
R0 TOAG.ot I 

1. Production Credit 
 - - $1,450,000 $1,450,0002. Working Capital 
 480,000
3. Equipment/Infrastructure 970,000 1,450,000
300,000 _ 80,00 1,100,000 

$780,000 $3,220,000 $4,000,000
 

(a) The $1.45 
million of production credit
 
will be used to finance agricultural inputs for crop and small livestock production projects. These projects willbe undertaken by ineither cooperatives 
group farming schemes or by individual 
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coop 	members. The items to be financed
 
will 	include recurring expenditures such
 
as 
farm tools, family labor, fertilizers,
 
pesticides, improved seed, livestock
 
purchases, artificiai insemination, etc.
 

(b) 	 The $1.1 mill ion for equipment bnd 
infrastructure will be used to finance 
investments in productive fixed assets
 
by eithc;- the federation, the primary 
cooperatives or, in some instances, 
individual coopn members. The items to 
be financed include multi-pur'ose ware
housing, workshops, cold storage facil
ities, reftiqeration equipment, office 
equipment, vehicles and farm machinery. 

(c) 	The working capital component ($1.45
million) will be used for productive, 
short-term investments by the federation 
and the affiliated cooperatives for
 
their own accounts, to finance invento
ries of agricultural inputs, inventories
 
of consumer goods (sold through COAGRO's 
consumer stores), administrative expen
ditures (such as tie salary expenses of 
a coop manager or accountant), and
 
purchasing and marketing expenditures 
attendant to COAGRO's marketing operation.
 

In addition, to help strengthen the or
ganization at the federation as 
well as 
at the primary cooperative level, long
term technical assistance (37 man-months 
for cooperative administration, procure
ment/distribution and production/market
ing) will be provided to COAGRO under the
 
oa. 
 These services will complement a
 

grant-financed program of technical 
as
sistance (including 12 man-months of
 
financial management assistance) to COAGRO
 
for which funds have already been obli

' plus a proposed 12 man-rronths for 
ititutinal develognent which has yet 
yet to be approved. 
Furthermore, the primary cooperatives 
and their members will be able to avail
 
themselves of training, educational and
 
auditing programs supported by MIDA and
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AID, and will also be eligible for a
 
joint AID/cooperative-supported 
manage
ment training and subsidy program (see

following discussiop on Institutional
 
Development).
 

(2) FEDPA
 

A second institutional vehicle for channelling

funds to the rural 
sector comprises the credit
unions affiliated with the Federation of Cred
it Unions of Panama 
(FEDPA). Currently FEDPA
 
as 36 affiliated credit unions 
in the rural
 

/narea 
 with a membership of approximately 9,700,
 
many of whom are small and medium scale farmers. 
 The proje L envisages reaching a major
ity of these f rmers through a joint action
 
program of cr,,wjit supplemented with technical
 
assistance. 
 rhe technical expertise will be

provided primarily by the agricultural pro
duction agents of MIDA (approximately half of
 

A the 60 MIDA agents will be assigned to FEDPA
affiliates). 
 The credit portion will come
 
,from 
 $1,500,000 of the 
loan made available by


the BDA to FEDPA for relending to FEDPA's
 
rural affiliates. 
 Another $500,000 of the
 
loan to be disbursed 
to those affiliates
directly by BDA under arrangements approved

by AID (See Section 
II. C. 2.). In turn, all

these funds will be 
relent to individual cred
it union members.
 

Up to $2.0 million of the 
loan will be made
available 
to small 
and medium scale farmers
 
who are members of FEDPA's affiliates. To
complement these funds, the 
 borrower
 
will contribute 
10% of total project costs,
$200,000. Together these funds will be used

or
 

to finance agricultural inputs for crop pro
duction and small 
livestock operations, farm

machinery, and working capital plus 
some

equipment for small, 
rural businesses. 
 It is
 
estimated that approximately 85 percent of
 
these 
loan funds (or $1.7 million) will be

used for agricultural production related pur
hoses.
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($1,500,000)---- FEDPA--- FEDPA 
 Cr.Union.... Eligible Projects
 

Aff.Cr. Members 
(4 500,000)------------- Unions (+10%, or 

$200,000) 

The interest rate to the ultimate borrower
 
under this program will be 12% (See discus
sion on Lending Terms, Section 
II. C. 3.).
 

FEDPA's 
recent shift in its orientation to
 
the rural areas was supported by funds made
 
available under a previous AID 
loan, 525-L
037 (See discussion, Annex L). The funds
 
proposed under this loan will accelerate that 
rural orientation and provide member farmers 
of FEDPA's affiliates the wherewithal (credit
plus technical assistance) with which to im
prove their economic well-being. In conjunc
tion, FEDPA affiliated credit unions will
 
also receive the benefits of two MIDA-spon
sored programs: a mobile education and train
ing program designed to reinforce the manage
rial and financial capabilities of existing
 
credit union staff, and a program of regular

audits to be carried out by the AID-supported
 
Auditing Section within MIDA 
(See following
 
section on Institutional Development).
 

(3) FECOPAN
 

A final institutional vehicle for addressing
 
some of the inequities of the rural poor is
 
the Federation of Consumer Cooperatives of
 
Panama (FECOPAN). As a federation represent
ing its affiliates it has had a very limited
 
history; as a group of functioning consumer
cooperatives, 10 of which l)catedare in rural 
areas (3700 members), it has be, n able to
 
provide member farmers and others in the rural 
sector with access to consumer goods at more
 
equitable cost.
 

FECOPAN's present function has been that of
 
wholesaler/supplier of certain consumer goods

to its affiliated consumer outlets. 
 The
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future plans of the federation include an 
expansion of that activity as well 
as assum
ing an active role 
in marketing activities.
 
The mutually complementary roles of FECOPAN,

COAGRO and FRIGOMIDA (the Agriculture Ministry's
marketing arm) deserve careful coordination
 
(see discussion, Section III. 
C. 3.).
 

Negotiations with the GOP have 
resulted in
 
a reduction 
in loan funds from the amount
 
proposed in the 
IRR from $1,900,000 to
 
$750,000. The GOP has agreed to increase 
its contribution by $500,000 for working

capital. The AID funds would be used for
 
working capital ($250,000) and infrastructure
 
($500,000) as follows:
 

Infrastructure will consist of ware
housing, refrigeration and cold storage
equipment, vehicles, office and store
 
equipment, and store construction. Work
ing capital will be used for inventories
 
of consumer goods, administrative expenses

and expenditures for marketing and dis
tribution. These funds will be lent by

the BDA to FECOPAN or its affiliates. The
 
interest rate on such lending will be 5%
 
per annum.
 

The estimated apportionment of funds un
der this activity between FECOPAN and its
 
affiliates is as follows:
 

Affiliated
 
FECOPAN Coops Total
 

Working Capital $ 300,000 $ 359,000 $ 659,000 
Equipment and 
Infrastructure 211,O00 380,000 591,000 

$ 511,000 $ 739,000 $1,250,000
 

To help capacitate the organization at
 
the federation as well as 
at the affili
ated consumer store level, long-term

technical assistance services (60 man
months for coop administration/finance
 
and procurement/distribution) will 
be
 
provided to FECOPAN under the 
loan; the
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Loan will also provide funding for short

term technical assistance in consumer coop
 
management to be made available to FECOPAN.
 

In addition, FECOPAN and its affiliates
 

will directly benefit from the training,
 

educational and auditing programs supported
 
by MIDA and AID, and will also be eligible
 

for an AID-supported management training
 

and subsidy program (see following discus

sion on institutional development).
 

b. Coordination and Direction of Project
 

The primary executing and coordinating
 

agent for this project will be the Ministry
 
of Agriculture. It jill provide policy
 

guidance to the BDA through its chairman
ship of the Bank's Executive Committee. A
 

high level coordinating committee will be
 

established which wiil include a permanent
 

voting member from each of the cooperative
 

federations, the BDA and MIDA itself. AID
 

will participate in this committee in an
 

advisory capacity. The committee will be
 

responsible for major policy decisions
 
relating to the allocation and utilization
 
of project resources, both from the AID
 

loan and the GOP.
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c. institutional Developnent
 

The government entity charged with the responsibility
of providing direct support to 
the cooperative movement --
through training and technical assistance
 programs 
-- is the Department of Cooperatives within
the Ministry of Agriculture. 
The Department of Cooperatives itself will 
receive technical assistance to
enhance its capacity to carry out 
its supportive func..
tions. Furthermore, the federations will 
receive technical assistance 
in certain technical skill The
areas.
GOP recognizes that augmentation of managerial competence at various levels in the cooperative system is 
a
serious need, more serious than the need for either
credit or physical facilities.
 

A technical assistance plan with various components has
been conceived to strengthen the GOP institutions dealing with cooperatives and to help each federation improve
its operations and consolidate its sub-sectors.
 

(1) External Technical Assistance
 

At the national level, 
the project envisions
utilizing 193 man-months of foreign technical
assistance in responee to the above needs. 
 Technical assistanc, will 
be provided to MIDA's Department
of Cooperatives, BDA's Department of Cooperative
Credit and two 
.fthe three sub-borrowing federations,
COAGRO and FECIPAN. 
The total 
cost of this activity
will be $8i0,('00- AID loan funds will 
support
$590,000 of these costs and MIDA will provide
$220,000 for locsl counterpart expenses (See Annex
 .,B for a detdiled description).
 

(2) Regulatory Functions
 

An important instiutiona, development component
will be satisfied with the creation of an Audit
Section within the MIDA Department of Cooperatives.
It is the opinion of the GOP and the Mission that
this important function should operate as 
a managerial tool 
for MIDA and the cooperative movement.
To do this itmust be located within MIDA, which
has a regulatory responsibility and an 
interest but
not a conflict of interest (as might the federations
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or even the BDA) in an objective auditing
 
operation. The three year development costs to
 
institutionalize this program will be $205,000;
 
AID will finance $160,000 of this amount and MIDA
 
will contribute $45,000. After the third year,
 
all costs will be assumed by the GOP.
 

(3) Agronomic and Credit Assistance to the Local
 
Cooperat ives.
 

The core of the technical capacity of the local
 
cooperatives lies in the staff of permanent, full
time Field Production Agents. These men are agro
nomists who have training or experience in credit
 
and production techniques and an intimate knowl
edge of the problems faced by the small farmer.
 

As an integrated part of the production sub
lending activity of the loan, MIDA will permanently

make available the services of 60 production agents.
 
These agents will be assigned to COAGRO and FEDPA

who will in turn reassign them to specific affil
iated cooperatives or clusters of cooperatives

according to their demonstrated need for technical
 
assistance. They will lend technical competence
 
in areas of farm machinery utilization, marketing

handling of agricultural products, procurement of
 
supplies, credit and the design of member services.
 

The total 
cost of this program will be $725,000;

AID will finance dollar commodity procurement of
 
$175,000, MIDA will provide $440,000 to cover the
 
salaries of the Production Agents, and the feder
ation/cooperatives will contribute $110,000 for
 
other supporting costs.
 

(4) Mobile Cooperative Education Teams
 

Another important function of MIDA's Department

of Cooperativu- is to provide, in close coordina
tion with the three federations, training for
 
local directors, committeemen, managers and
 
accountants. 
 This activity will encompass train
ing incooperative management, financial and
 
accounting practices, marketing activities, in
ventory control, membership promotion and edu
cation, mobilization of savings, distribution of
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farm supplies and other related cooperative
 
endeavors.
 

Two mobile teams composed of four instructors and
 
a coordinator will spend 
a minimum of 150 working

days per year implementing the above grass 
roots
 
education efforts. 
 Lectures, short seminars, and
 
training courses will 
be offered in the local
 
communities, or within a limited geographic area.
 
This will reduce attendance costs and encourage

maximum participation by 
local coop staff. The
 
total 
cost of the Mobile Teams is $575,000, of
 
which AID loan funds will 
cover $25,000 for
 
vehicles and commodities; MIDA will 
provide

$375,000 for salaries and supporting costs and
 
$175,000 
for a portion of participant expenses,

and the local cooperatives will contribute
 
$175,000 
for the balance of participant attend
ance costs.
 

(5) Manager and Accountant Trainees
 

Finally, with respect 
to the importance of
 
managerial competence in making the cooperative
 
system viable, the GOP, through MIDA's Department

of Cooperatives, will establish a Rural Managers

Training Center 
to be supported by a tri-partite
 
arrangement between the Inter-American Development

Bank (IDB), the Government of Israel, and the GOP.
 

Graduates from the Center will be assigned as
 
managers and/or accountants to local 
cooperatives

participating in this project. 
 The specific

assignments will 
be done through the federations
 
in order to 
respect and maintain the essential
 
coordinating linkage between federation and af
filiate. The vital element here is the willing
ness of the GOP 
to use loan funds to support a
 
three-year decreasing subsidy component, covering

the salaries of these cooperative managers/
 
accountants. 
Again, the subsidy funds will flow
 
through the federations to maintain the integrity

of affiliate loyalty to 
its apex organization.
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The major problem confronting cooperatives is the scareity

of capable management to handle the administrative and
 
accounting functions. Therefore, resolving the problem is
 
of utmost importance if the cooperative movement desires
 
dynamic growth. MIDA is prepared to use loan proceeds to
 
subsidize the salaries of 
40 managers and 30 accountants.
 
These administrators will be 
assigned to rural cooperatives

whiih do not have competently trained management,after an
 
intensive three-month 
training programme. It is anticipated

that these trained personnel will have proven their worth
 
to the cooperatives and will be entirely funded by the
 
cooperatives by the fourth year of 
the program.
 

RATIO OF GOP SUBSIDY
 
1st Year 2nd Year 
 3rd Year 4th Year
 

GOP 
 90% 60% 
 30% -

Local Coops 10% 40% 70% 100%
 

Total 100% 
 100% 100% 
 100%
 

AMOUNT OF GOP SUBSIDY
 
1st Year 2nd Year 
 3rd Year 4th Year
 

GOP $160,875 $107,250 $ 53,625 
 -

Local Coops 
 .179875 71,500 125r125 $178,750
 

Total $178,750 $178,750 $178,750 $178,750
 

Total costs of this activity are $565,000; AID loan funds will
 
cover a decreasing salary subsidy program amounting to
 
$350,000 and the local cooperatives will contribute $215,000
 
in an ascending ratio 
for the same purpose.
 

(6) Other Donor Activities
 

Several of the institutions involved in this loan
 
will be receiving technical support from other
 
sources. This io discussed in detail in Section
 
111.D.
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3. Relending Terms
 

a. Interest Rates
 

TABLE VIII
 

LOAN FUNDS AND INTEREST RATES
 

Purpose of Sub-

Interest Ratel/ Loans 
 Amounts
 

AID Loan 
 2% first 10 
 R,100.000
 
yrs. 3%:Next
 

30 yrs.
 

BDA Sub-loans to all 
 Infrastructure and 
 6,750,000

three Federations 
 5% per annum equipment; working
 

capital; produc
tion credit re
lending to affili
ated credit unions.
 

BDA Sub-loans to: 
 Production credit; 
 4,000,000
-Agricultural Coope-
 infrastructure and

ratives (COAGRO 
 equipment.

affiliates): 
 5% per annum
 

-Consumer Cooperatives 
 Infrastructure and 
 750,000
(FECOPAN affiliates): 
 5% per annum equipment; working
 

capital.
 
-Credit Unions 
 Production credit, 
 500,000
(FEDPA affiliates): 
 9% per annum crops, livestock,
 

small rural
 
business
 

FEDPA Sub-loans to Af-
 Production credit, 
 1,500,000
filiated Credit Unions 
 91 per annum crops, livestock,
 

small rural
 
business.
 

FEDPA affiliated credit 
 Production credit, 
 2,000,000
union sub-loans to 
 small rural

members: 
 12% per annum business.
 

COAGRO affiliated agri
cultural cooperatives

sub-loans to farmers: 
 12% 
per annum Production credit 
 1,450,000
 

1_/ Local credit unions and 
their member-borrowers accept 
an
add-on to their loans of 
5% which 
they invest in capital
shares of FEDPA or the 
credit union, as applicable.

COAGRO and its agricultural cooperatives similarly capitalize 1% of all 
gross sales within their system.
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Flow of Loan Funds and Interest Rates
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5%Bank 

Consumer Cooperatives 

Federation (FECOPAN) 


9/ 


5% 


Local Consumer Cooperatives 

Affiliated to FECOPAN 


Agricultural Development
 

(BDA)5% 
5% 

I 
I 

Credit Union-
Federation 

(FEDPA) 

Local Credit Unions 

Affiliated to FEDPA 


12% 


Individual Members 


Agricultural Coop
eratives Federation
 

(COAGRO) 
 f 

5% 

Local Agricultural Coop
eratives Affiliated to
 

COAGRO
 

12% 

Member-Farmers
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b. Terms for Sublendinq Activities
 

Working Capital: 
 I to 5 years
 

3 months to I year
 
grace period
 

Equipment and Infrastructure: 
 5 to 15 years
 
1 to 5 years grace
 
period
 

The final interest 
rates to the farmer are the
 
minimum which will 
permit financial viability

for the primary cooperatives and credit unions,
and the maximum the government is willing to
 
charge within the context of its philosophy of
 
preferential treatment to the sm 'l farmer.'
 

The GOP has accepted a higher interest on sub
loans from COAGRO affiliates to their members
 
than it presently charges on 
its BDA direct
 
loans to farmers (8%), recognizing the dual 
ob
jective of this 
loan: institutional development

of the cooperative movement and provision of

rural credit. An ultimate and uniform 12%

interest rate supports the credit union interest
 
rate structure in Panama without creating unfair

competition at the same time that 
it supports

the concept of an interest rate which is close
 
to market cost.
 

In addition to direct interest costs paid by
cooperatives and their members, both the credit
 
union and agricultural cooperative systems employ

mandatory capitalization schemes. 
 The objective
 
, .. QDatic ally to mobilize pai in- equit andthus strengthen the system's capital base. Both

FEDPA and the local credit unions presently discount
5% of all loans to their affiliates and members,

respectively. 
COAGRO and its affiliates capitalize

1% of grosr-sale-- It ehou-d b notef that 'this

feature does not increase the effective ccst of

borrowing since the purchase of shares is an investment which can be withdrawn once affiliation ceases.
 
These capital shares also receive automatically

reinve divtdendS or -5%to 6, per annum.
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Table IX, Flow of Loan Funds and Interest Rates,
 
shows that loan proceeds will not reach the final
 
farmer-borrower at less than 12% interest. 
However,
 
it has been noted t.at BDA has other funds which are
 
presently available for direct farmer lending at 8%
 
interest. On the surface, this interest rate
 
differential would be cause for concern 
since it
 
introduces a disruptive factor in the arguments for
 
rationalizing end-user interest rates, However, upon
 
further analysis the Mission has concluded that this
 
concern is not justified. Several factors have
 
influenced the Mission's conclusion. First, the
 
opportunity cost of the lower cost 13DA credits are
 
not fully reflected in the 8% interest rate of the
 
BDA sub-loan. The farmer must incur certain addi
tional expenses to obtain the BDA
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credit directly, including travel expenses to

reach the nearest BDA branch office. Second,

the results or a Mission-conducted field survey

indicate that cooperative members have been
 
near unanimous 
in citing the celerity and ease
 
of borrowing from their cooperative as compared

with the red tape and time delays encountered
 
in dealing with the BDA.
 

It is to the farmer's advantage to support and
 
cover the operating costs of the institutions
 
which serve him, otherwise he is unlikely to re
ceive the range of services he requires. The
 
government cannot supply all 
the services needed

by the 100,000 small and medium-sized farmers of

Panama. Providing technical 
assistance alone
 
would require an estimated 1,000 production

agents, a far larger number than MIDA's present

staff.
 

In order to provide credit to all 
small and me
dium farmers, the government would need over
 
$50,000,000. The resources required to help

this one sector of the economy simply are not
available to the country at this stage in its

development. 
 Unless the private sector helps,

and especially unless the smail 
farmer helps

himself, those credit needs will 
never be met.
 

The federations are presently considering two ad
ditional charges besides the interest rate. 
One

is a 2% fee designed to alleviate the debt burden
 
of the small farmer in cases of major crop losses

by establishing a revolving crop disaster fund
 
that will 
provide the resources to refinance his
 
crop losses over a period of years at very soft
 
terms.
 

The other charge being seriously discussed is 
a
 
loan service fee of 1-2% destined to supplement

the gross income from retail 
lending operations

and institute a de facto interest 
rate increase
 
in line with commercial banking rates which
 
would &:.ow the cooperative movement to make the
 
necessary transition to borrowing from commercial
 
sources as additional capital requirements develop.
 

UNCLASSIFIED
 



-40-


Finally, it is also important to note the inter
est rate structure within the cooperative move
ment and the projected use of interest spread,

where applicable. 
 For the credit union system
money is its only saleable commodity and inter
est is its major revenue source. Therefore,

there is little downside flexibility in its 12%
 
rate to the ultimate member-borrower. 
The

spreads at the FEDPA level 
(4%) and at the local

cooperative level 
(3%) allow these institutions
 
to provide their members with adequate services

and to cover their related operatii., ;osts. Lo
cal credit unions can operate at this reduced
 
margin vis-a-vis COAGRO affiliates because of
their one service function, diversified port
folio, specialized financial management systems

and uniformity of procedure, and the all-impor
tant 
fact that this activity is now an add-on
 
to an existing capital 
base which amply covers
 
fixed costs, and the additional lending will

only have an incremental effect 
on the total

operating expenses. 
 One should keep in mind
 
that the expenses of running a cooperative organization are approved by the members through the

board of directors. 
 It is to be expected that
 unnecessary increases in expenses will 
be disap
proved, and any excess 
income will 
be returned
 
to members in the form of an 
interest refund or
 
an increase in share equity.
 

COAGRO affiliates will 
use their interest spread
(7/) to establish a reserve for bad debts and to
 
cover part of the operating expenses of their
lending programs. The agricultural cooperative

system is not indiscriminately receiving a low

interest 
rate from BDA, rather the GOP recogni
zes 
the higher risks these cooperatives accept

in serving as intermediate credit institutions

and the additional operating burden this service
 
represents. As 
it stands, it is anticipated

that the lending operation will actually be sub
sidized by the gross profit margins obtained

from sale of production inputs and marketing of
 
member crops.
 

Assurances have been received from the GOP that
 
they will not allow overlapping or duplication
 

UNCLASSIFIED
 



-41

of credit services between COAGRO affiliates and
 
FEDPA affiliates. Agricultural cooperatives will
 
engage in retail lending operations only in local
ities where there are no credit union services.
 

Ideally, it's best to keep agricultural coopera
tives out of the lending business,which is a high
 
risk, low margin operation requiring specialized
 
personnel. However, there is no viable alterna
tive in a number of COAGRO affiliates. After
 
lengthy discussions the Mission and the GOP have
 
concluded that MIDA production agents assigned
 
to such coops will be trained to assu.me credit
 
management functions as part of their assignment.
 
To implement this activity, USAID will grant fund
 
a full time, cooperative credit management spe
cialist at COAGRO to backstop the operation and
 
assist in developing this type of expertise
 
within the movement.
 

In summation, BDA's proposed charges to the fede
rations and.cooperatives are uniform with the
 
interest rate structure presently in effect. The
 
interest rate to be charged to the small farmer
 
is in line with the structure needed by FEDPA
 
to remain viable. COAGRO affiliates will charge
 
their membership the same interest rate (12%) as
 
FEDPA credit unions.
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II. PROJECT ANALYSIS
 

A. BORROWER
 

1. GOP: Balance of Payments
 

During the past six years the rate of increase in
 
Panama's real 
economic growth has fluctuated be
tween 6.3 and 8.7 percent annually,as measured by

GDP in constant 1960 Balboas. 
 Most of the sectors
 
which have supported this impressive period of
 
growth have been service-related, i.e. construc
tion, transport and communications, banking, com
merce, and public utilities. Manufacturing, for
merly the leading growth sector (1960-68), has
 
slowed somewhat although it has generally kept

pace with the overall growth of the economy. Agri
culture and Canal Zone services have shown notice
ably poor growth rates during the same period

(1968 -present). Growth in the agricultural sector
 
has been only slightly ahead of the average rate
 
of population growth (3.7 vs. 3.0%), and has
 
continued its decline as a percentage of GDP (from

23% in 1960 to 20% in 1968 to 16% in 1973). Rapid

growth has taken place largely in the urban areas
 
and not in rural activities; in part the reason
 
has been that emphasis in the rural sector has been
 
directed more towards social objectives than out
put goals.
 

The explosive growth of the banking sector since 
1968 has turned Panama into a major regional finan
cial center for the "Latin-dollar" market. Freely 
convertible currency ($US), favorable banking
legislation and a healthy economic climate have
 
attracted 58 foreign banks and upwards of $1.2
 
billion in foreign deposits (about 85 percent of
 
GDP) to Panama. Private direct investment, once
 
the largest source of foreign capital, has declined
 
markedly as a component of financial capital flows
 
113.6 million in 1972 vs. an average of $22.3
 
million in 1968-71). This has been replaced in
 
importance by medium-and long-term borrowing, prin
cipally by the GOP and its agencies, which has
 
averaged close to $50 million a year since 1968.
 
This is in sharp contrast to average borrowings of
 
$4 million during 1961-68.
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In October 1973 the GOP contracted a loan for $115
 
million with a consortium of 31 U.S., Canadian, 
European and Japanese banks. Part of this loan
 
was used to refinance short- and medium-term ex
ternal commercial debt maturing during the next
 
few years.*/ Prior to that, debt service, includ
ing repayments financed through additional borrow
ing, was approximately 30 percent of ordinary GOP
 
revenues. 
 The loan permitted an adjustment in the
 
debt servicing schedule, easing the GOP's debt
 
servicing burden during the 1974-76 period and
 
shifting it to 1978-80. As of February 28, 1974,

Panama's total funded public debt stood at $467.6
 
million, 64% of which is external. The current
 
debt service ratio is approximately 22 percent of
 
ordinary GOP revenues and 
iswithin the capacity
 
of the Government to service.
 

Rapid extension of the economy has contributed to
 
the increased deficit 
in the foreign trade account.
 
Exports showed a 10.2 increase in value in 1973 
-

primarily because of higher world prices for fish
 
meal, 
sugar and shrimp. Imports increased at the
 
slightly higher rate of 10.3%, although the
 
change in the composition of the imports was not
 
a desirable development. After a sharp rise in
 
1972, imports of capital goods were down by almost
 
6%. The value of fuel and lubricant imports, on
 
the other hand, were up sharply by some 35%,

making up 21% of total imports.-,',/ Panama's 
balance of payments deficit for goods and services
 
was $96.8 million in 1972, due largely to a 15 per
cent increase in the trade deficit. 
 The favorable
 
balance in services (principally to the Canal Zone)
 

/ Panama 5710 

The long-term effects of the petroleum short
age and the accompanying rise in petroleum prices
 
on Panama's merchandise account have yet to be
 
fully analysed, although preliminary projections
 
indicate a petroleum-related deficit alone of
 
$45.6 million. This 
is over and above the current
 
consumption cost of about $26.5 million.
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only partially offset the merchandise trade deficit
of $280 million incurred that year. 
 In 1973, provisional figures 
indicate the current account
deficit 
rose to $121.4 million, attributable to an

increasingly large merchandise trade deficit 
(minus
$308 million) which again was 
only partially offset
by a favorable balance in services ($187 million).
Net transfers were insignificant. 
 For FY 1974, the

estimated current account deficit lies 
in the range

of minus $161 
million to minus $179 million. '/
 
In the past this deficit has been covered by of
ficial external agency loans, borrowing by the
public sector from private external sources, and
the inflow of offshore funds to the numerous for
eign banks.
 

The present balance of payments difficulties ex
perienced by Panama 
are not likely to affect
Panama's ability to repay the loan. 
 In fact, the

long-term nature of the loan should improve
Panama's debt structure. Furthermore, the amount
 
of the loan is relatively small, 
so that interest
payments during the grace period will be marginal

in relation to the current debt service ratio and
are we.l 
 within the capacity of the government to
 
service. The prospects for 
Panama's repayment of
 
the loan are favorable.
 

Panama 1016
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2. GOP Fiscal Revenues and Expenditures
 

During the 1969-73 period Central Government revenues grew
at an annual rate of 
14.0%, from $133 
million to $225

million. 
This rate of expansion exceeded 
the general
growth of the economy which increased at an average annual
 
rate of 11.4% (as measured by GDP at 
current prices).

Revenues 
as a proportion of GDP have risen steadily during
this period, and 1974 
revenue estimates are budgeted at
$260.8 million, representing an increase of 1973
15.9% over

figures. Tax reveRuet 
represent 77% 
of that projection.

Current expenditures of the Central Government have 
increased over this same 1969-73 period at an average annual
 
rate of 12.1%.
 

The public sector investment program, which in recent years
has been an important factor of
in Panama's high level
economic growth, continues 
to receive priority attention in
the Government. 
 The 1974 public sector budget amounts to
$319.1 million, representing a 40% increase over 
the 1973
budget. Investment in the agricultural sector, which
amounted to $11.0 million 
in 1971, has received an alloca
tion of $60.4 million 
in the 1974 budget, or 19% of the
 
total.
 

The major sources of financing for the investment budget
expenditures during the past five years have been the
autonomous agencies and the 
loans from international 
agencies. 
 During this period, private external loans have
also been an important 
source of financing, providing

counterpart for concessionary external 
finance or freeing
up domestic resources from other uses 
in order that they

might serve as counterpart.
 

The operating budget of the Ministry of Agricultural

Development has increased from $5.7 million 
in 1969 to $7.0
million in 1973. 
 Current outlays budgeted for 1974 amount
to $9.8 million, or a 14% 
increase over 
1973.
 

Of the $60.4 million programmed for investment 
in the
agricultural 
sector in 1974, $48 million or 80% represent
funds for credit programs to be made available through 
the
Agricultural Development Bank ($26.0 million) and the Banco
Nacional 
($22.0 million); almost one half million will go
for research to be implemented by the University of Panama;
and the remaining $11.9 million, to be expended by MIDA, will
go into agro-industries, infrastructure machinery and
 
equipment.
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B. EXECUTING AGENCIES
 

1. Ministry of Agricultural Development (MIDA)
 

a. Rural Sector Assistance Philosophy
 

A growing GOP concern for improving conditions 

the rural sector is evidenced by 

in
 
an ever increasing


amount of Government resources 
to assist the
 
marginal farmerl/in 
an effort to improve his

productivity through the use of credit, agricultur
al extension and marketing services, and management
training for leaders of associative groups. Govern
ment objectives for this sector include a substan
tial increase in agricultural productivity and a

higher standard of living for the rural 
population.
 

The law establishing MIDA aptly sunnarizes the

resolution of the Government to achieve a break
through in improving the quality of life of the
 
rural poor, i.e.: 

"Art. I.- The Ministry of Agricultural Development

iscreated for the purpose of promoting and
 
assuring the economic, social and political improve
ment of the rural man and his community and his par
ticipation in the mainstream of national activi
ty. .1 

" The Ministry will 
have the following functions:
 

Art. 12.- Foster and themonitor organization and 
operations of ... 
campesino colonies, local

marketing and agrarian boards and cooperatives." 

b. Organizational 
Structure and Staffing Requirements
 

MIDA is the successor to the Ministry of Agricul
ture and Livestock. The wasMinistry reorganized
in January 1973. 
 Cooperatives, pre-cooperatives,

campesino colonies, local marketing and agrarian 

jl/ The 1974 GOP investment budget includes $60.4 million (or19% of the total) for agriculture; this contrasts favorablywith the 1971 investment budget, when only $11.0 million(or 11% of the total) was similarly allocated. 
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boards are supported by a special section of MIDA,
 
the Directorate General of Social Development (see

following organization charts 
and Annex F). The primary

objective of this Directorate is:
 

"It is the priority task of this Directorate to
 
succeed in the socio-economic and cultural incor
poration of the campesino who traditionally has
 
lagged in adopting new technology."
 

The Department of Cooperatives has been seriously

limited in its capabilities to respond to the
 
demand for assistance from existing cooperatives
 
and pre-cooperative groups. 
 One of the major

institutional development purposes of the proposed
 
Loan is to assist the Department of Cooperatives in
 
strengthening its technical expertise. Loan funded
 
specialists will work with MIDA counterpart staff
 
in the following fields:
 

I. Cooperative Administration/Financial
 
Systems
 

If. Rural Organizations and Farm Management
 
Ill. Agricultural Credit
 
Iv. Cooperative Procurement, Inventory con

trol and Distribution Systems
 
v. Cooperative Credit
 
vi Management and Financial Auditing
 
vii Specialized Short-term Consultants
 

An illustrative description of the external 
tech
nical assistance under this project is detailed in
 
Annex 8 , Exhibit 1
 

The national staff of the Department of Cooperatives

consists of 20 technical and clerical persons at the
 
Panama City office and 14 field personnel assigned
 
to seven of the eight regional offices of MIDA.
 
Given the broad responsibilities of the Department,

the human and physical resources are inadequate to
 
carry out the program effectively. For this reason
 
the Mission will negotiate a requirement that the
 
adequate counterpart staffing and supporting

services listed below be in place before loan funded
 
technicians are contracted and prior to the first
 
disbursement of funds for relending.
 

In addition to the expatriate advisors some of whom
 
will work directly with the recipient institutions,
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the Department of Cooperative- will assign the
 
following personnel to the project:
 

1. 8 Counterpart technicians to foreign
 
special ists
 

1]. 10 Coordinators and instructors 
- Mobile 
Training Teams 

Ill. 5 Auditors 
iv. 3 Administrative Officers
 
v. 6 Secretaries 

c. 
Proposed Technical Assistance to Cooperatives
 

The organizational structure of the MIDA Department

of Cooperatives is not expected to change during

the period of loan disbursement. Rather, the
 
additional personnel and external 
technical assis
tance will 
strengthen the existing organization.
 
The Department will 
then be able to extend much
 
needed assistance to FECOPAN, COAGRO, FEDPA and
 
BDA so that all key institutions under this loan
 
can gain technical competence in their different
 
activities.
 

Two cooperative federations and willBDA receive 
the following man-months of external technical
 
assistance:
 

BDA: 
12 man-months of cooperative credit assistance 

COAGRO:
 
15 man-months of cooperative administration/
 

financial systems.

10 man-months of production inputs, procurement
 

and distribution systems.
 
12 man-,months of farm production/marketing systems.
 

FECOPAN: 

36 man-months of cooperative administration/financial
 
systems.


24 man-months of consumer cooperatives procurement,
 
inventory control and distribution systems.
 

d. GOP Institutional Support
 

GOP institutional support to the cooperative move-
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ment can be clearly seen 
in the proposed level
counterpart contributions to 	
of
 

the loan. 
 The amounts
shown 
in the Table below are above and beyond the
annual budget appropriation for the MIDA Department

of Cooperatives. 

MIDA Technical Assistance Support 

Activity Total 1st Year 2nd Year 3rd Year 

1. Counterparts to 
Foreign Technicians $ 220.0 $ 73.4 $ 73.3 $ 73.3 

2. Production Agents 44o.o 60.0 140.0 240.0 
3. Mobile Teams 200.0 66.7 66.7 66.6 

4. Seminars 175.0 58.4 58.3 58.3 
5. Audit Section 45.0 15.0 15.0 o 

TOTAL $1,080.0 273.5 $ 353.3 $ 453.2 

Most of the responsibility for giving supporttoassociative groups rests within MIDA, and specifically its Directorate General of Social Develop
ment. The Directorate seeks to:
 

i. Organize, orient and audit cooperative
 

institutions to make their operations

viable;

ii. Stimulate the formation of agricultural
 
production units according to the needs
 
of each region;


iii. 	 Evaluate the economic and social effects
 
obtained from the use 
of modcl rural

organizations with a view to replicating

the more effective organizations to
crease agricultural 	 in

production elsewhere 
in the country;


iv. Advise rural 
organizations on 
national 
and
regional objectives, programs and goals;v. 
Promote the formation of 
new campesino

colonies and cooperatives according to the
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production goals of the 
regional programs

of the Ministry. 

Shortages of adequately trained personnel, fieldtransportation and backstopping support have
proven formidable barriers to communication between
the Government and the marginal 
farmer. However,
there has been an encouraging improvement in thesupport capabilities of 
the MIDA Directorate of
Social Development during 
1973 as noted 'n the
progress of 
its various departments: Cooperatives,

Campesino Organizations, Rural 
Organizations, Tech
nical Support and Campesino Training.
 

e. 
USAID Assessment of Institutional Effectiveness
 

The Department of Cooperatives of MIDA, and predecessor agencies, 
have been engaged in cooperative development since the mid 
1950's. 
 The Govern
ment has been 
an active promoter of 
the value of
cooperative association among farm families as 
the
most efficient way to 
improve their productive

efforts and provide them with good management and
 
bargaining power.
 

The efforts of the Government have fallen short of
the ultimate purpose of achieving a strong, independent cooperative system to organize farmers and
consumers alike. Available resources have simplybeen too limited to accomplish the task. 
Through
the proposed loan, 
the GOP is determined not only
to improve the institutional capability within the
Department of Cooperatives but also to utilize the
cooperative federations to continue the! task ofintegrating and consolidating the cooperative sector.
The assignment of the 60 agronomists directly to
the federations, 
the change in previously subsidized
BDA interest rates so as not to compete with FEDPA on financing charges, 
the support given COAGRO, all
demonstrate this collaboration between MIDA and the 
Federations.
 

With the external technical assistance inputs and
the cadre of competent counterparts programmed,
the Department of Cooperatives and the Federations
should develop acceptable institutional effective
ness.
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2. Banco de Desarrollo Agropecuario - BDA
 

a. Background and Perspective
 

(1) Capsule History
 

The BDA is a new institution (created by decree
 
in January 1973), but its history dates back to
 
the establishment of its institutional prede
cessors: (a) The Institute for Economic Develop
ment 
(IFE) in 1953, and (b) The Credit Department 
of the Ministry of Agriculture (MAG) in 1965. It 
is the only major source of agricultural credit 
to the small and medium farmer. 

Prior to 1950, very little credit, either public
 
or private, was available to farmers in Panama.
 
During the 1950's IFE gradually increased its
 
agricultural lending activity, but the majority

of its effort was directed to price stabilization.
 
It was not until 1963, and the first of four IDB
 
loans, that the focus and 
resources of IFE were
 
shifted substantially to rural credit.
 

With the availability of substantial external
 
resources 
for ag credit activities from both IDB
 
and AID during the past decade ($14.2 million),

Bank activity was expanded and decentralized from
 
headquarters operations to the present system of
 
regional and local offices. 
 This is described in
 
a later section.
 

(2) Organization and Functions of the BDA
 

The organization and functions of BDA are
 
established as follows.
 

(a) Executive Committee
 

The five member Executive Committee acts as
 
a Board of Directors. It establishes policy
 
for the Bank, approves the Development Plan
 
and Budget and generally supervises opera
tions of the organization in accordance with
 
GOP policy guidance from MIDA. In addition,
 
the Committee authorizes all negotiations
 
and operations of the Bank which entail 
an
 
investment of over 8/20,000.
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For 
loans over B/50,000, approval requires
 
an absolute majority.
 

(b) General Manayoment
 

The general manager of the Bank and the
assistant manager supervise day-to-day
operations and handle all 
matters not requiring attention from the Executive Com
mittee.
 

TABLE IX
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Manager
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(i) Planning: The planning department is
 
responsible for the formulation of
 
credit policy, coordination of activ
itier of all other departments,
 
programming and evaluation of financial
 
activities of the Bank and the general
 
preparation of necessary studies and
 
analyses.
 

(iii) Agricultural Technical Assistance:
 
This department is responsible for
 
providing, directly or through MIDA,
 
the technical assistance to support
 
credit operations. The technicians for
 
the most part are engaged in the prepa
ration arid approval of farm investment
 
plans.
 

(c) Operations - Headquarters Level
 

Also reporting to the General Manager are
 
three major operating divisions which in
clude the bulk of the Bank's manpower and
 
carry out national and field lending and
 
financial activitiet. These divisions are
 
described In Table X.
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(i) Development Office. The Development
 
Office is dedicated to the programming,

supervision and execution of credit and
 
investment projects for campesino or
ganizations including asentamientos,
 
juntas agrarias, cooperatives and pre
coops, municipal corporations(munici
pios) and community boards (juntas

comunales). Individual lending is the
 
responsibility of the Credit Office.
 
Although this operational split exists
 
at the headquarters level, it is 
con
solidated in the field. The primary
 
functions of the Development Office are
 
to: 
 review and approve credit requests;
 
and investment plans; prepare investment
 
budgets for each region area; program
 
monitoring and supervise regional agents.
 

Under 	the Development Office are two
 
major departments, Analysis and Opera
tions. The Analysis Department studies
 
credit proposals and evaluates field
 
results. The Operation; Department is
 
divided into sections by type of group
 
receiving services (1) Agricultural
 
Production Groups, (2) Coops and Pre-

Coops, (3) Agro-Industry and Community
 
Groups, and (4) a special section for
 
collection and debt rescheduling.
 

(ii) 	Credit Office. The Credit Office is
 
similar in function to the Development
 
Office but is responsible for individu
al lending. It also has two major
 
departments, Analysis and Operations,
 
each of which perform duties similar to
 
their counterpart in the Development
 
Office. The Operations Department is
 
divided into sections by type of lend
ing - agriculture, livestock, and agro
industry, and it too has a special

section for collection and debt re
scheduling.
 

(iii) 	Financial Office. The Financial Office
 
carries out budgetary functions and
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mobilizes funds from both 
internal
 
and external 
sources. 
 It maintains

liaison with international 
financial
 
organizations and insures compliance
with external 
funding agreements.
 
The budget section assigns loan funds
to regional offices based on 
require
ments and availabilities. 
 Financial
 
controls are established in coordi
nation with the Audit Department.
 

(d) Operations 
- Field Level
 

(i) 
 BDA field operations are under the

direction of regional managers who
report directly to the General Manager
 
of the Bank.
 

The Regional offices review and approve
credit requests or forward them to
headquarters for final 
approval depend
ing on amount. 
 They are also in charge

of field credit and agricultural 
tech
nicians and the supervision of the

primary level of BDA activity, the
 
branch offices.
 

(ii) The branch offices receive and process

loan applications and monitor their
 
implementation. 
 They also refer
 
larger applications to the regional

and headquarters offices and are 
re
sponsible for loan collection.
 

(iii) 
 At both the regional and branch office
levels there are 
local credit commit
tees who must be consulted on rela
tively major loans.
 

(3) 
 Credit Policy and Procedures
 

(a) Eligibility
 

Any "legal 
person" engaged in agricultural,*
livestock, fish, 
 agro-industrial 
or rural
artesan production is 
an eligible borrower.

With respect to rural organizations, the
 
following groups qualify:
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Asentamientos 
 Cooperativas
 
Juntas Agrarias 
 Juntas Comunales
 
Juntas de Mercadeo 
 Other organizations
 
Pre-cooperativas 
 which are recognized
 

by MIDA
 

With the proposed loan BDA would lend only

to the Federations, their affiliated organi
zations and individual members thereof.
 

(b) Conditions for Financing
 

The project must be shown to be both 
productive, profitable and feasible. 
An invest

ment plan (cost of projecL, loan amount
 
requested, payment scheme, guarantees and
 
financial capacity to 
repay) is required.

The experience of the borrower is also taken
 
into account and where necessary technical

assistance is required to insure success of
 
the proposed investment. Although the
borrower need not be 
a property owner, he
 
must show legal right to the use of 
the land
to be farmed. 
 Finally the borrower must be

directly and personally involved in the
 
project.
 

(c) Loan Approval
 

The BDA cannot authorize any loan if the
application does not 
include a field report

and analysis prepared by the appropriate

technician. A loan application is rejected

if the borrower is already delinquent. Loan
approval levels are established depending

on 
the size of the project to be financed.-


Approval Authority 
 Amount
 

Executive Committee 
 $ 30,000 plus
Credit Committee (Head

Office) 20,000 - 30,000

General Manager 
 15,000 - 20,000
 
Credit or Development
 

Office Managers 
 10,000 - 15,000

Regional Credit Com
mittee 
 5,000 - 10,000
 

1/ The BDA will not make any loan of over $100,000 from the revolving

fund unless AID agrees otherwise.
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Regional Manager 
 2,500 - 5.000 
Branch Credit Committee I1.000 - ".',00 
BDA Field Agent/Coiujnit y 
Credit Committee -I 

(d) Sublending Terms and Amounts
 

Sublending terms and amounts depend on the

BDA's definition of small 
or medium-sized
 
farm operation. Small producers are
 
characterized as having total 
assets of less

than $15,000; 
80% of their total income must
 
come from farming, and landholdings may not

exceed 20 Ha. The medium-sized producer is
 
one having assets of between $15,000 and
$35,000; 50% of total 
income must come from
 
farming, and landholdings may not exceed
 
500 Ha.
 

The maximum amount of loans 
to any cooperative is $250,000. Sublending to the indi
vidual producer, however, is limited to

$5,000, including fixed and working capital

expenditures. 
 Family labor is an eligible

cost of production. Up to 90% of the esti
mated project cost 
is eligible for financing.
 

The prior policy of the BDA had been to sub
sidize agricultural production 
 input costs,

through the interest rate mechanism. That

is being changed as discussed earlier.
 

With respect to reflows, the BDA will 
use
 
any reflows available during the disburse
ment period of the loan for the 
same purposes

for which they were originally lent. There
after, those funds wili 
be used to support

the general objectives of the loan. This
 
provision will be included in the BDA's 
re
lending policies to be submitted to AID for
approval prior to disbursement of any funds
 
for relending purposes.
 

b. Institutional Capacicyto Manage Projects
 

(1) The Cooperative Section
 

The cooperative section of the Development Office
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presently contains only one cooperative techni
cal specialist. 
 The GOP plans to expand thi.. 
section up to 45 people at ,a roposvl hudie 
over the three year disburscmnint perl, oIf 
$850,000. The Ministry of Planning C01rfi I k'd 
that to the extent these people are not needed
 
for the project, the balance of the $850,000
 
would be contributed in 
cash to the revolving

fund or used for other purposes in support of
 
the loan. The GOP plans 
to establish a sepa
rate cooperative lending window to administer
 
this loan fund. The GOP expects this window
 
would grow into a separate cooperative develop
ment bank at 
some future but as 
yet undetermined
 
date.
 

(2) Viability of Revolving Fund
 

The GOP has undertaken to repay the AID loan
 
from general Treasury resources thus leaving
 
repayments within the revolving fund. 
 The
 
financial projects of the BDA for this activ
ity indicate a BDA intention to restore 
losses
 
to the fund from Its other capital or profits.
 

(3) 
 Coordination and Cooperative Representation
 

The GOP has 
indicated that coordination between
 
the BDA, MIDA, and the cooperative federations
 
will be established to 
insure an adequate voice
 
for the federations 
in policy determination and
 
the allocation of resources.
 

(4) Loan Approval
 

When BDA is considering lending from the
 
revolving fund to FECOPAN, COAGRO or 
FEDPA
 
affiliates, a representative of the concerned
 
federation will 
sit on 
the credit committee.
 

BDA's lending policy
and procedures for making subloans will also
 
provide for not making a loan 
to a FEDPA af
filiate unti: 
FEDPA has failed to make such loan within
 
areasonable time. 
 In recognition of the
 
judgmental area 
in which a governmental lender

would be willing to take a credit risk which a
 
private 
lender would not, $500,000 of the
 
$2,000,000 which the IRR contemplated being

relent by FEDPA will 
be available to BDA for
 
loans 
to FEDPA affiliates. 
 On such loans the
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mandatory capitalization discount charged by

FEDPA will be made by BDA and paid over to FEDPA.
 

(5) Loans for Facilities 

In the case of lending for fixed ar;m.Ilt; iUich at;warehouses, marketing facilties, collrc loll
stations, the Federation or affiliate muLt
demonstrate the engineering feasibility of the
facility. 
All such proposed facilities shall

be reviewed and approved by a qualified BDA
 
engineer.
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C. 
ReciDient Institutions
 

1. COAGRO and Affiliates
 

a. 
History and Growth of Membership
 

In 1967, a GOP/AID project to provide technical

assistance to a number of subsistence farmers was
undertaken. 
As part of that effort it
was recommended that a federation of agricultural cooperatives be formed. In December of 
1969 the Federation

of Agricultural Cooperatives (COAGRO) was 
founded to
vertically link the individual cooperative members to services and functions beyond the capacity of
local organizations to supply capital 
resources,

wholesale priced fertilizer and other production

inputs, and related technical services. 
 The growth
in membership and volume of operations has been
continuous. 
 As of March 31, 
 1974, farmer member
ship exceeded 5,000. 
 The federation believes that
during the loan disbursement period membership will
 
approach 8,000.
 

Given the 
recent experience of COAGRO, USAID 
reaffirms 
its support of the organization and strongly

believes in the project's potential.
 

At present COAGRO has 21 
affiliated cooperatives, a
capable professional manager with extensive financial

background and 
a strong board of directors. The
operations of COAGRO in 1973 neared the break-even
point if one disregards an 
inventory write-off of
about $60,000 and interest 
income of $71,000. These
should be disregarded since the inventory losses
occurred 
in prior years and the interest income is
non-operating income. 
 The inventory write-off
 
is viewed favorably, 
 for it represents the estab
lishment of tighter financial and managerial controls.
 
Support of COAGRO by the GOP is demonstrated by the
Government's action in naming the Federation as 
its
agent for importing and distributing agricultural

inputs to asentamientos and Divisa, the seconding

of MiA employees to COAGRO,and the guaranteeing of
a $4.2 million loan to COAGRO by the Bank of Brazil.
To date, COAGRO's 
1974 sales figures are running
almost 300% above the comparable sales period 
in
 
1973.
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b. AID Grant Assistance and Loan 525-L-034
 

(i) USAID Grant Assistance to COAGRO
 

June 30, 1970 Technical Assistance - General 
Coop. Development $ 88,000 

May 27, 1971 Technicel Assistance - General 

Coop. Development 35,000 

May 27, 1971 Commodities - Office Equipment 1,500 

Nov. 15, 1971 2 Local fieldmen of COAGRO 10,000 
Local educational activities of 

COAGRO 15,500 

Nov. 26, 1971 Technical Assistance - General 
Coop. Development 8,600 

June 13, 1972 Technical Assistance - General 
Coop. Development 40,000 

;198,000 

(ii) AID Loan 525-L-034 

Under on-going AID Loan 034 
(Small Farmer Improve
ment) a pilot agricultural production credit program 
was set up to be operated by cooperatives for their
members. 
 This 	program was started in 1971 with
 
$100,000 of loan funds. 
 To date 8 cooperatives have
 
utilized $101,528 of 
loan 	funds. In March 1974 
a

field survey of COAGRO affiliates and individual
 
member borrowers was carried out as 
a part of the
 
evaluation of the pilot program. 
Certain conclusions
 
became clear during the field survey:
 

(a) All farmer borrowers commented favorably on the 
savings in time and the reduction in red tape

that they found in negotiating and securing

disbursements on loans from their cooperatives 
as compared to BDA loans. 
 This is a tremendously

important point because of the 
importance of
 
timing to agricultural projects.
 

(b) 	The two large cooperatives that supplied tech
nical assistance to member borrowers for 
production of special crops 
(potatoes and swine)
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had successful programs. Small cooperatives
 
that depended on MIDA for technical assistance
 
and made loans chiefly for traditional crops
 
(corn, rice, beans) had a high delinquency rate.
 
The borrowers on 
these crop loans had received
 
either no or inadequate technical assistance.
 

(c) There is local disapproval and pressure on
 
delinquent borrowers. 
This was evident in un
solicited deprecatory references to these
 
people by name by cooperative managers and by

members during interviews.
 

Additionally under the 
same A.I.D. Loan 034, another
 
$100,000 was made available to primary cooperatives
 
for expenditures on "infrastructure." Eight coopera
tives took out loans totalling $101,023 for various
 
projects. The 
largest loans, totalling $43,760,
 
were for buildings. Approximately $35,000 was spent

for the purchase of trucks and tractors, and the

balance for various items of processing equipment
 
for agricultural products. These 
loans have repay
ment periods of from 5-10 years and most have a 2
year grace period on repayment of capital; therefore,
 
there is no repayment record to date. Interest pay
ments are reported as being up to date.
 

A survey of these loans showed that most of the
 
cooperatives need assistance 
in pre-investment
 
feasibility studies for larger projects. 
 They need
 
engineering assistance with building plans and 
in
 
the selection and installation of equipment.
 

COAGRO has received $400,000 of Loan 034 funds for
 
operating capital. $200,000 of this 
was from
 
original loan funds and $200,000 was from borrower
 
funds from the Agricultural Production Credit program

for individual farmers. 
 These funds were used for
 
inventory building purposeschiefly the purchase of
 
fertilizers and pesticides. Both of these loans have
 

a 2% interest 
rate with a 3 year grace period.

Interest payments have been made on 
schedule.
 

c. Organization Structure 
- A Functional Description
 

To make cooperatives more relevant to Panama's rural
 
economic and social 
needs, COAGRO and its affiliates
 
are pursuing the following goals:
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(i) Full Service Line 

In order to be effective in improving the lives 
of its members, an agricultural cooperative

must offer a full 
line of services including

credit, sales and delivery of farm supplies,
marketing and storage, transportation, mecha
nization and, eventually, food processing. 
 In
addition, technical 
 gricuL]tural advice and
 
member education must be provided either directly
by the cooperative institutions or in combination 
with the MIDA Department of Cooperatives, to
 
insure the efficient use of services. 

(ii) Economic Viability 

Achievement of social goals 
is directly depend
ent upon the economic viabilty of the 
institu
tions. 
 In order to be viable, the cooperatives

must be of sufficient size so 
that the volume
 
of activities, when combined with a reasonable

profit margin, allows the employment of full
time, qualified managers, administrative staff

and other personnel required to provide efficiently the package of services offered by 
COAGRO.
 

(iii) Capital Formation
 

One method bv which the cooperative movement

has been, and will continue to be strengthened

is by increased paid-in capital. 
 Thus far,

capital 
is formed through direct investment by

members, retained earnings and mandatory

capitalization of 1% of all gross sales made.
 
This system was not sufficiently dynamic at

COAGRO's pre-1973 
level of sales. With the

increased level 
of sales contemplated as being

financed by working capital 
loans from BDA,

COAGRO's capital accumulation 
rate should im
prove substantially.
 

(iv) Vertical Integration 

In order to fulfill the objectives noted above,cooperatives have 
to be integrated into a
 
national level 
federation capable of backstopping

a full line of services at the 
local cooperative
 
level.
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The acceptance of the objectives listed above
has taken place 
over varying periods of time
 
among most of the COAGRO affiliates.
 

d. Technical Assistance Capability
 

COAGRO's activities 
to date have been almost exclusively in farm supplies, mainly fertilizers,

feed ingredients, seed and pesticides. The basicstructure for such an operation has now been established
and constitutes the major accomplishment of 
the
initial 
stage of COAGRO development. With this
phase completed a more complex level of growth for
the Federation has been reached. 

Now a realignment of priorities relative to a secondphase of COAGRO's development has been indicated by
the Board of Directors and the General Manager: 

(i) improved supply logistics to expedite the

orderly procurement, assembling, and distribu
tion of farm supplies to cooperatives and other
 
customers,
 

(ii) a marketing service 
to assist its affiliates to

determine quantity and quality of markets;

distribution systems; and practical 
linkage to

governmental marketing, pricing and control 
policies,
 

(iii) financial counseling co affiliates 
in determin
ing the feasibility of infrastructure and equipment investments and 
to provide guidance in the
 
management of production credit schemes. 
 (The
Federation does not engage 
in any long term
credit operations with 
its affiliates. 30 day

accommodation credit 
is extended in the supply

sales, but this open account activity is closely
monitored 
to avoid getting 
into the financing

business).
 

(iv) Training program for cooperative and Federation 
management personnel.
 

(v) Adding agro-industrial services to COAGRO
 
activities beginning with a concentrate feed
mill for poultry and hogs, and a fertilizer
 
bulk blending plant 
near the port of Aguadulce.
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e. 
COAGRO Technical Assistance Requirements
 

Technical assistance during the first phase of
 
development has been directed primarily to the
 
operational aspects farmof supply cooperatives,
both at the base level and at the Federation level
 
and secondarily to organization, finances and man
power development.
 

It is 
now apparent that to reach COAGRO's objectives
 
in the second phase of growth, technical assistance
 
is required to guide and assist 
in establishing
 
specific institutional capabilities. Attention is
 
now centered in the followiig areas: 

AID Grant Funded Assistance 

Financial Management. A Resident Advisor who will
 
work at both the Federation level and through COAGRO
 
staff with the local cooperatives. The Advisor will
 
work on administrative/financial needs 
including
 
systems and procedures for mechanized accounting,

purchasing, credit, cash flow and budgeting. 
 He will
 
also train Federation staff, cooperative managers

and accountants and members of board of directors. 

Institutional Development. 
An Advisor strong in
 
member relations and education who thoroughly under
stands cooperative organization and the linkage
 
necessary between the 
local affiliates and the Fed
eration. An important part of the technical assis
tance must be directed towards the improvement of
 
the economic advantages of membership in the Feder
ation. The primary cooperatives should also have
 
enough at stake in COAGRO through paid-in capital
-
and vital services received - to support it loyally 
because it belonqs to them.
 

Additionally, COAGRO is scheduled 
to receive 37 man
months of loan funded technical assistance as shown
 
in Annex B,
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2. FEDPA and AffilI lates
 

a. History and Growth of Membership
 

FEDPA is a private, non-profit federation of credit
 
unions chartered in 1961. As of December 31, 1973
 
it had 79 affiliates with 18,639 members and paid
in capital of $3,729,000.
 

During its first three years of existence, the Feder
ation experienced limited growth and extended rela
tively few services to its affiliates. This situa
tion is similar to the present situation with FECOPAN,
 
and that of COAGRO last year.
 

b. AID Assistance
 

1964 marked the beginning of AID technical assistance
 
to the credit union movement in Panama. The AID
 
support helped the system to expand, creating a demand
 
for external financing to supplement the movement's
 
own capital. Credit operations were diversified,
 
and in 1971, FEDPA launched an agricultural produc
tion credit program with proceeds from a $1.9 million
 
AID loan, 525-L-037. (See Annex L)
 

The loan was instrumental in developing FEDPA into a
 
viable institution and in strengthening the credit
 
union movement. Between December 31, 1970 and August

31, 1973, the total capital and reserves of FEDPA
 
rose $187,000, an increase of 23%.
 

In April 1973, AID/Washington approved an IRR for
 
FEDPA for $3.0 million, for use in relending for
 
ageiculture, small business and industry, and miscel
laneous loans, such as home repairs, education ex
penses, and medical expenses. This loan was rejected

by the GOP, in favor of the present all-inclusive 
loan. 

c. Organization and Management
 

FEDPA is a well-organized, tightly-run credit insti
tution with a capable manager, an active Board of
 
Directors, an articulate General Assembly, anda traJir.e4
 

staff to deal with financial, educational, and 
counselling problems of co'aperative credit unions. 
(See Annex D ). 
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FEDPA's lending policies have tended to be conserva
tive. FEDPA has 
loaned out $7,000,000 and has 
recu
perated $6,000,000, with one $2,000 delinquency which
 
is currently being repaid.
 

Financial 
reporting and control systems are efficient.
 
FEDPA provides 65 of the 79 affiliated credit unions
 
with computerized monthly status 
reports shortly
 
after the end of every month.
 

d. Coop Profile
 

FEDPA's 79 member coops reach a combined membership

of 18,639. 
Thirty-six of the member cooperatives
 
are rural, with individual membership of over 9,700.
Halfof FEDPA's membership have gross annual family incomes
 
of under $1,800, 75% under $2,400 and 95% 
under
 
$3,000. (See Table XI).
 

e. Technical Psistance Capability
 

FEDPA's main function is to provide a source of funds
 
to affiliated credit unions. 
 Technical assistance to

cooperatives in support of credit 
includes:
 

(1) An education program covering budgeting, account
ing, financial analysis, credit union philosophy,

credit operations, public relations, communica
tions and delinquency control. 
 The Federation
 
offered 110 training sessions during 1973 for

2,748 persons. It also organized eight seminars
 
for 229 administrators 
to deal with specific
 
cooperative problems.
 

(2) Technical assistance to member credit unions in 
improved administrative techniques, 
implementing

specialized programs, planning and developing
 
promotional activities, and 
in analyzing their

situations with respect to membership and sav
ings. 
 During 1973, Federation technicians made
 
1,086 visits to affiliated credit unions.
 

(3) A management improvement loan fund whereby 
a
 
manager is provided for a credit union until
 
the union covers its normal operating expenses

and repay the management loan. Six credit
 
unions are currently making use of this service.
 

(4) A system for the Centralization of Funds 
(COFAC),

whereby separate checking and time deposit ac-
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TABLE XI
 

CREDIT UNION PROFILE
 

FEDPA AFFILIATED COOPS
 

Number of Coops 
Percentage of Coops 

Number of Members 

-Percentage of Members 

Savings 

Percentage of Savings 

Savings per Member 

Number of Loans Made (Cumulative) 

Percentage of / Loans Made (Cu

mulative) 

Cumulative Value Loans Made 

Percentage of Cumulative Value
 

Loans Made 

Average Loan Size
 

Cumulative Loans/Cumulative
 
Borrower 


Loans Outstanding 

Percentage Loans Outstanding 


TOTAL ASSETS 


Percentage of Total Assets 


Urban 


$ 	 43 
54Y, 

8,851 

47V 


1,659,000 

46% 

187 


33,041 


197 
8,288,000 


33% 

250 

1,957,000 


42%" 


$2,693,000 


47% 


$ 
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Rural Both 

36 $ 79 
46Y, 100% 

9,778 18,629
 
53% 100O
 

1,968,O00 3,627,000
 
54% 100%
 

201 195
 
138,216 171,257
 

81% 100% 
16,722,000 25,010,000 

67% 100% 

121 146 
2,678,000 4,635,000 

58% 100% 

$3,031,000 $5,724,000 

53% 100% 

Note: This table reveals that urban members use credit unions less
 
-than the rural dweller. Their cumulative borrowing is
 
approximately one-half as much as rural 
borrowing. The rural 
dweller borrows smaller sums averaging $121 per loan and pays
them back over shorter periods of time. 
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counts of participating credit unims are placed

in
a central bank account.
 

(5) Life insurance to individuals and bond coverage
of the managers of all 
participating unions.
 

(6) 
Centralized procurement service for office sup
plies and equipment. 

(7) 	Free legal counsel for establishing credit unions$
changing their constitutions, and tax exemptions.
 

(8) 	Annual auditor.
 

(9) 	A consumer education program.
 

f. 
Lending Procedures
 

An affiliated credit union may apply to borrow funds

from FEDPA by submitting:
 

(i) 	A properly executed application on 
Federation
 
forms.
 

(ii) A copy of the credit union charter and By-

Laws.
(iii) 	 Balance Sheets and Profit and Loss Statements for the 
last three years and a Trial

Balance of the latest month.


(iv) A loan delinquency report.
(v) A copy of the Loan Regulations of the
 
credit union.
(vi) A certified copy of the minutes of the
meeting, signed by the Secretary of the

Board of Directors, whereby the Board

authorizes applying for the loan and 
representatives are named who can sign and
act for the credit union in matters related
 
to the loan.
 

(vii) 	 A plan for the use 
of the 	loan.
 

The Federation's Finance Division submits 
its analysis
of the administration and operations of the credit
union's capacity to repay, and recommendation including
conditions necessary for the protection of the 
interests
of the 	Federation. 
This report goes 
to the 	manager
of credit committee with the 
loan 	application for

approval.
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There 	have been Edu' basic restrictions on making

loans to affiliates: (1) No affiliate may borrow
 
more than 10% of the Federation's capital available
 
for relending; (2) no affiliate can borrow more than
 
five times its equity capital; (3) no credit union
 
can borrow more than $25,000 unless it has a full
time manager; (4) and 
no loans will be made to credit
 
unions which have not repaid at least 50% of their
 
earlier loan or if the delinquency rate on their 
portfolio exceeds 10%, or 
if their management is, in
 
FEDPA's opinion, poor.
 

The following represent some of the changes enacted
 
during the last year: 
 (1) The maximum repayment

period has been extended from 24 to 60 months; (2)
capitalization on 
loans 	by the borrowing credit unions
 
(5% annually of the average outstanding balance) is 
now collected quarterly instead of in advance of the 
first loan disbursement; (3) each loan drawdown has 
its 	own separate repaynent schedule instead of
 

one single schedule for the entire loan.
 

Periodic visits are made by Federation extension agents and 
auditors who recommend and arrange for technical 
assistance as needed, verify the 
use of sub-loans,
 
and evaluate results. 

g. USAID Assessment of Institutional Effectiveness
 

The USAID underscores the managerial competence and
 
the financial viability of FEDPA. 
 The line of tech
nical assistance services offered by the Federation
 
appears to be complete. If anything, the Federation
 
has been too exacting with its affiliates, by main
taining standards so high that a significant number
 
of affiliates have not sought loans.
 

h. Credit Needs
 

The 79 FEDPA affiliated credit unions have a combined
 
loan portfolio of $4,700,000 and total savings of
 
$3,700,000. The cash liquidity of the system totals
 
$1,117,619, most of which is held by FEDPA. 
Open

lines of credit amount to $337,000, with another
 
$69,000 under consideration. The General Manager of
 
FEDPA has 
indicated that this accumulation of cash
 
must be put to work. He plans to revise those
 
restrictions on sub-lending that do not affect
 
prospects of repayment,and he represents that the 
year-end liquidity position of FEDPA will 
be reduced
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to $250,000. In discussing the need for additional
financing, FEDPA's manager represented that in three
years, starting in July/August of 1974, FEDPA could

make sound loans for rural production projects 
-crops, livestock, snall industries - totalling
$1,500,000 over and above the 
resources otherwise
 
available.
 

Technical Assistance 

The technical assistance FEDPA will receive fromthe Latin American Credit Union Confederation
(COLAC) described in Annex B page 7) will have athrust of: developing a plan for growth, settinggrowth targets and developing a method of analyzing

achievements. Growth is to be sought in threemajor directions: a) increased savings by existing
members; b) increasing the number of affiliated 
coops, especially in poorer rural areas; and c)increasing the number of members of already affili
ated coops, especially reaching lower income groups. 
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3. FECOPAN and Affiliates
 

a. History and Growth of Membership
 

FECOPAN, the Federation of Consumer Cooperatives of Panama,

is a second degree cooperative founded in October, 1972. The
 
impulse towards cooperative stores arose with the efforts of
 
banana workers in past years to free themselves from the
 
4company store". More recently the National Guard under the
 
personal direction of General Torrijos, established several
 
cooperative stores and successfully brought down prices in
 
certain, prior monopoly situations. Subsequently FECOPAN
 
was chartered by MIDA to reduce the cost of consumer items
 
and basic foodstuffs to self-service member cooperatives
 
through volume purchases. The organization also plans to
 
establish a marketing system through which products grown or
 
processed by its coopere,:ive members will be channeled for
 
distribution to affiliates and other retailers through
 
FECOPAN. The Ministry of Agricultural Development actively
 
supports FECOPAN and its objectives.
 

In May, 1974, FFCOPAN's membership was comprised of 17 af
filiated consumer cooperatives with a membership of 6,500.
Ten of these cooperatives were rural, with a combined
 
membership of 3,770, or 58% of all members.
 

b. Structure and Function
 

As an organization, FECOPAN is still in an incipient stage
 
of development. !ts role to date has been that of a serv
ice federation rather than an organizing agent. "he seven
teen member cooperatives preceeded FECOPAN and continue to
 
exist by individual effort. The federation presently has a
 
staff of two people: a manager and an accountant. This
 
staff is seconded to FECOPAN by-the Ministry of Agricultural
 
Development, and is paid for by MIDA. The staff will be
 
shifted to the payroll of the federation as soon as FECOPAN
 
can afford to absorb them.
 

The major present function of FECOPAN is to service its af
filiate cooperatives with the wholesaling of consumer goods,
 
primarily basic foodstuffs. In the future, however, FECOPAN
 
working closely with COAGRO, FEDPA and MIDA will expand into
 
purchasing, assembling and marketin, of agricultural produc
tion for both its own and COAGRO and FEDPA member coopera
tives, thus eventually proving a complete vertically integrated
 
cycle of services for the small producer member. Other
 
planned support services to affiliates include accounting.

Financial and administrative services; technical assistance
 
in procurement, inventory control, merchandising; membership
 
promotion; and education.
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The total volume of FECOPAN's activities since its inception 
amxmts to a naninal $36,404, all of which has occurred in
 
recent months. FECOPAN's gross margin was 17%, and its net 
profit was 5% on these transactions. The volume of sales 
in 1975 is expected to reach $1,125,000 - if FECOPAN can 
supply 25% of the total demand of its 17 affiliates (this
percentage is expected to be considerably higher in rural 
affiliates). The recent affiliation of several strong,
urban-based consumer ooops should greatly strengthen
FECOPAN's total volume demand. While urban ccops are pro
jected to provide an estimated three-quarters of all sales 
volume in 1974, FECOPAN nonetheless plans to move decisively
into rural wholesaling and marketing. This loan would be 
available to FECOPAN only for strengthening FECOPAN's ability 
to service rural entities. 

Coop Profile
 

FEOPANs present total membership of 6,500 includes 3,770
(or 58%) rural members. The inccm level of these members 
places them clearly within the target group: 60% of the
 
families earn less than $1,800 annually, 85% less than
 
2,400, and 95% less than $3,000.
 

Many of the COAGRO affiliates have a need to market basic
 
food staples as well as agricultural production inputs,

and it is planned that FECOPAN and COAGR0 will service 
each other's affiliates in the interest of eooncry.
FE(XPAN is similarly expected to coordinate with FEDPA 
n marketing sane of their menber a' farm produce. 

d. Technical Assistance Capability
 

FECOPAN's present ability to provide technical assist
ance to its members is very limited but will increase
 
rapidly with the support of foreign technicians and
 
a full complement of local staff to be financed out
 
of the loan. The past eighteen months have seen the
 
evolution of FECOPAN from a concept, to a legal
 
reality, to the modest beginnings of supplier/whole
sa!er servicing its members. However, the Federation's
 
ability to provide a greater number of services depends
 
on Its ability to increase volume and net profit mar
gins.
 

e. Tecnnical Assistance Requirements
 

The loan provides an essential ingredient to the in
stitutional development of FECOPAN, technical assist
ance. This will enable FECOPAN to simultaneously

fulfill the vital functions for which itwas organ
ized as well as gain expertise in those functions
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through in-service training of its planned profesional

staff. These service functions focus on the provision

of low-priced consumer goods and food products to low
income rural and urban communities through the ser
vicing of consumer cooperatives and other retail
 
outlets.The corollary function of buying the products

of rural coop members for distribution to COAGiRand FECOPAN affiliates as well as to other whole
salers will strengthen rural consumer and producer 
coops by increasing cash income of producer mnemlers. 

The technical assistance planned in this loan will
 
provide FECOPAN with experts to assist in (1)

developing the critically important managerial and
 
technical capability of FECOPAN's staff; (2) pre
paring a strategy for the promotion and expansion
 
of consumer cooperatives; and (3) determining the
 
feasibility of alternative strategies for planned
marketinq activities. 

The original GOP request for FECOPAN's portion of
 
this loan amounted to $1,900,000. As a result of
 
intensive review investigations, the USAID determined
 
that FECOPAN was not sufficiently developed as an
 
institution to effectively utilize this 
sum of money.
 
The loan to FECOPAN has, therefore, been reduced to
 
technical assistance requirements and essential
 
equipment and basic infrastructure. The GOP has
 
increased its contribution to provide FECOPAN with
 
working capital(at least $500,000).
 

f. USAID Assessment of Institutional Effectiveness
 

The USAID recognizes the present weakness of the in
stitution. However, taking into consideration (1)

the recent creation of the organization; (2) the
 
high priority which the GOP places on the development

of the Federation; and (3) the need for and potential

contribution of FECOPAN to the quality of rural 
life
 
through its dual role of providing low-cost consumer
 
goods and food products and marketing the produce
 
of-coop members, USAID feels that the limited funds
 
made available by the present loan will strengthen
 
FECOPAN institutionally and enable it to make sub
stantial contribution to the development of the
 
rural sector.
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g. Projection of Future Growth
 

The growth of FECOPAN depends (1) 
on the effectiveness

of the institutional development aspects of this 
loan
in terms of establishing managerial capability and
creative planning; (2) 
on the ability of consumer
cooperatives 
to compete 
in the retail business; and
3) on the degree of success achieved by the proosed integrated marketing activity. 

FECOPAN's projections of sales promise to make 1974
its 
first year of financially viable operations._/
Should this be the case, FECOPAN's management will
begin to enjoy more flexibility for expanding 
its
activities both geographically and functionally

farm oroduce marketing. The technical assistance

into
 

provided under the present 
loan will make available
 
expert advice, and the GOP will undertake feasibility
studies todatemine the optimal strategy for FECOPAN's 
expans ion.
 

MIDA's plans for FECUPAN's development reflect the
GOP's strong support for the cooperative food stores:
 a professional staff of twenty-eight plus supporting
personnel is projected by the end of the 
loan disbursement period. 
 Furthermore, the GOP envisages

the explosive expansion of FECOPAN-affiliated consumer cooperatives in all 
rural areas 
to assure reasonable and just prices 
for the consumer. FECOPAN
is to handle imported (duty-free) as well 
as domes
tically produced goods.
 

The GOP also envisages a 
 role for FECOPAN as
a central wholesaler in all 
products sold by its
affiliates, so that 
it can reduce the cost ofproducts to the consumer. As 
its 

an example, TableXlindicates the possible 
level 
of price reduction
which could be gained by FECOPAN's entering the wholesale business. FECOPAN :ould act as 
transporter and
wholesaler, reducing a $2.00 wholesaler margin
onions (12.5% of final cost) and 
in
 

$2.25 wholesaler
margin in potatoes (15% of final cost). Furthermore,

FECOPAN could control and probably reduce the retail
mark-up of $2.50 and $2.25 respectively for these
products. 
 The results would benefit the producerwitha high return on his production and stabilize prices

of staple items 
to the consumer.
 

2/ If the present 3,770 families were to spend $70 per person
annually with FEOPAN's aff.iliates, this would yield a retail volumeof $1,408,000. 
 UNCLASSIFIED
 



-77-


UNCLASSIFIED
 

TAR LF II
 

MARGINS OF COMMERCIALIZATION 
(Herrera - Los Sanuos) 

MARK-UP ONIONS POTATOES
 
(...Prices per 100 lbs ....)
 

Producer $11.00 $10.00 
Cooperative .50 .50 

11.50 10.50 
Transport _.50 1.25 

12.00 11.75 
Frigomida _ 0 

12.50 
Wholesaler 1.00 1.00 

13.50 12.75 
Retailer 2.50 2.25 

Final Consumer Price $i6.00 I_O0 

h. Credit Needs for FECOPAN
 

FECOPAN's estimates of its credit needs for the next
 
three years are divided among infrastructure, equipment,
 
and working capital. TableXIII summarizes these needs,

the use of AID funds and counterpart constibutions.
 
The total AID financed portion of the loan is $750,000,
 
which is slightly more than half of the total FECOPAN
 
loan package. Infrastructure and equipment will in
clude the construction of essential cold storage

facilities, warehouses and offices, and transporta
tion equipment. Technical assistance to FECOPAN
 
will be financed through the AID loan to BDA but
 
will be furnished to FECOPAN on a grant basis.
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TABLE XIII 

DEMAND PROJECTIONS 

FECOPAN CONSUMER COOPERATIVES SYSTEM 

C= 

-n 

Infrastructure &
Equipment 

Working Capital 

'Ii0Loan Fund Totals 

Grant T.A. from GOP 

Training Costs 

TOTAL ALLOCATION 

AID 

$ 500,000 

250,000 

$ 750,000 

180,000 

200,000 

$1,130,000 

Source of Fund 

Counter
part 

CoOps GOP 

$ 50,000 $ 

75,000 500,000 

$125,000 $500,000 

---

100,000 100,000 

$225,000 $600,000 

Use of Funds 

Affiliated 
FECOPAN Coops 

$211,000 $ 339,000 

30q,000 52,000 

$511,000 $ 864,000 

180,000 ---

400,000 

$691 ,264,000 

Grand Total 

$ 550,000 

82,000 

$1,375,000 

180,000 

400,000 

$ 955,000C 

) 

"11 

rll
CD 
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I. Developing a Marketing Strategy 

The development of a marketing strategy for FECOPAN
 
will involve a series of consultations with boLh
 
MIDA and COAGRO. The complete vertical integration
 
of services from the producer to the consumer focus
 
on two main processes: the farm-to-market, and the
 
market-to-consumer process.
 

On the farm-to-market side, FECOPAN's services should
 
include: collecting and disseminating effective
 
market information so that the cooperative producer
 
is aware of the correct timing to plant and to sell
 
his produce; introduction cf grading practices and
 
regulations; the development of improved handling;
 
storage and transportation facilities, including
 
some refrigeration equipment; buying and selling
 
mechanisms such as forward contracts; improved
 
pricing efficiency; and technical assistance.
 
COAGRO's activities and MIDA's production agent
 
services should be coordinated to support these
 
linkages.
 

The marketing of agricultural produce through 
FECOPAN (which would function as a food broker) 
gives the rural campesino the added advantage 
of vertically integrating him into the marketing 
structure which before limited him to selling at 
his farm gate. For a brokerage fee FECYPAN 
could assemble member farmers' produce in large 
volumes. This service or forward contractual 
ocmnitiwnts would stimulate production and 
increase the proportion of cash crops among 
farmer members. 
On the market-to-consumer side, FECOPAN's services
 
to member cooperatives will result in reduced costs
 
of consumer goods, more reliable and stable supplies
 
of consumer products, greater competition in rural
 
areas reducing profit margins to acceptable levels,
 
and the time-saving factor of consolidating both
 
purchase and sales functions for the rural coop
 
membe r. 

The proposed types of research which should be under
taken before a marketing strategy is determined 
include consumer surveys to determine possible demand
 
projections, and detailed marketing studies of present
 
stores and the kinds of products and services which
 

they provide.
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4. 	Federation and Cooperatives Relationships: Present and
 
Proposed
 

All three Federations provide different but inter-related 
services to rural Panama. All are fundamental t o the iml )V(W
ment of rural life. The aqricultural lrodhicer mive, . ri.jI 
to purchase producLion inj)uL',; a(ce.. (o iihor,- I ,, i. l,'j 
production tool,, at fair price,,; Lechni cal , ,i',dri t, Ii I ,
him utilize modcrn production meLhods; and a reliable marl t
ing system which provides fair prices for his production.
 
Similarly the rural consumer needs to buy food he cannot pro
duce at reasonable prices.
 

With appropriate coordination the F'ederations' services will be
 
caplemaentary, one reinforcing the other. COAGRO's central 
concern is increasing rural inome.through greater agricultural

productivity; FFCOPAN will focus on maximizing the purchasing 
power of consumer outlets and on providing a reliable marketing
 
channel for rural coop producticn; and FEDPA's objective is to
 
provide credit for the self-detern-rCned needs of rural inhabi
tants, thereby improving the oerall quality of rural life
 
(See Annex K)
 
COAGRO and FECOPAN activities provide the best area for direct
 
cooperation. Their services are very similar; 
both are whole
salers of merchandise and assemblers of agricultural production
 
for marketing.
 

The 	marketing function of FECOPAN is closely re!ated to agri
cultural production services provided to the small farmer by
 
COAGRO. COAGRO's primary purpose is to provide agricultural
 
inputs which it supplies through 7 regional warehouses. Through

coordination with COAGRO, FECOPAN could 
assure the availability
 
of the right product in the right quantity at the rigiL time.
 
Where these factors coincide, FECOPAN would face no marketing
 
problem. FECOPAN ceuld supply its own affiliated outlets, urban
 
retailers-exporters, and perhaps contract products to service
 
industries such as hospitals, hotels, etc., thereby providing
 
a continuous source of demand for agricultural products.
 

National and regional warehousing facilities, transportation
 
equipment, office space and staff must also be shared to
 
achieve economic benefit to the producers. COAGRO is presently
 
planning to establish radio comminications to each of its seven
 
warehouses. Access to this system is necessary for 
both FECOPAN
 
and COAGRO in order to coordinate their activities.
 

The success of COAGRO-FECOPAN coordination will create economic
 
incentives for FEDPA to greatly expand its production credit
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program. Success in marketing will increase the demand for
 
production credit. Similarly, increasing the income of rural
 
producers will expand FEDPA's credit demand for home repairs
 
and consumer goods.
 

Cooperatiorn among the FederatiDns is the only way that the
 
cooperative movement 
in Panama can provide the spectrum of

inter-related services essential 
to the development of the
 
rural sector. 
 MIDA is fully aware of the need for promoting

close working relationships among the Federations. 
 In fact,

MIDA has proposed a Confederation of all federations, and has
invited their representatives to sit on 
the Board of Directors
 
of the BDA and the Bank's regional credit committees. Since
 
MIDA is legally responsible for cooperative development in

Panama, 
the USAID feels that effective coordination among the
 
Federations will be promoted, strengthening the considerable
 
contribution of the movement to 
rural development.
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D. 
Other Donor Activities
 

Federal Republic of Germany - Began a proje t in 1973
establishing 2 pilot farm machinery centers 
to supply the needs
of vegetable growers in Boquete and Cerro Punta and assist in
the development of horticultural coops 
in this area. 36 manmonths of technical assistance was supplied in 1973 and 10 manmonths are programmed for this year. 
 The project finances
equipment and infrastructure in the amount of $320,000.
 

Taiwan - is supplying technica hl
-j4.nce in practical horticulture to coops as 
part of 
an on-going program of technical
assistance. 24 man-months are planned for 1974 
in El Valle de
 
Ant6n.
 

UNDP - is furnishing the services of an 
Israeli technician to
give selected coop leaders training in the princi P 
 =f op
management and administration 
 6 man-months were donated"rst

ye'ar andaT-2-iii-fi"11rtr's 
are programmed for 1974.
 

OAS - furnished 11 
man-months of tchnjal assistance in 1973
and I man-month in 1974 to train MIDA personneinT oop management. Training was 
received by FECOPAN management.
 

Latin American Credit Union Confederation 
- is providing FEDPA
85 man-days of technical assistang during FY 
1974 in the areas
of finance, producd:on ah"T 
 motion planning seminars and
 
statistics.
 

Aoint BID 
 UN Israel 
 AID/and Panama Program - training
courses for high sc:hool 
grad ates in rural administration have
recently been approved.
 

During the program's first year 40 students will 
be trained by
external consultants from Israel with the Director of Training
within MIDA and 2 professors acting as courterparts. 
40 students wUiIA 1.=Qtrained in the second year of the program. The

topT'cos--s-f the program for the first 2 years are estimated
ati$520,000. 
AID is to contribute $l0,uO0, Panama $211,000,
ls?*A .o, 
 UN $39,000, and BID $209,000.
 

ConsortiumforPromotion of Agricultural Coops ,The GOP has
-
authorized the submission of a request to COPAC f'r $403,000
in grant funds for the training of 15 accountant 6and 26 managers
over a 3 year period. In addition to training 
co ts of $57,000 .
in the first year, the project will include $346,1 
 $ 
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be used to subsidize the salaries of managers and accountants
 
for Agricultural Coops in a diminishing amount over a 4 year
period. (Loan funds will 
be used in conjunction with COPAC/
FAO funds and will be concentrated in support of FECOPAN affiliated coops 
if these COPAC/FAO funds become available.)
 

IDB Loan/- cooperative 2shing 'rojeet- The total projectwill cos -$4,790,000. Tqe GOP will contribute $1,390,000 and the I.OB loan $3.500;'000to the project. The Project is tostrengthei'tef'rrsing coop movement by creating a federation,
strengthening the organization and improving the equipment of 
7 fishing coops. 

The BDA will be the borrower and managing entity. 
 The GOP will
guarantee the loan. A division for the "Fishing Project" willbe created within the "Department of Credit and Development

Operations" of the Bank which will 
have direct responsibility
 
for the execution of the loan.
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E. SOCIO-ECONOMIC ANALYSIS 

1. Capital Formation and 

UNCLASSIFIED 

Institutional Development 

Part of the strategy of this Loan 
is to help the federations achieve self-sufficiency, as 
a viable intermediate credit institution in the case of FEDPA, as astrong farm supply and marketing organization in the
case of COAGRO, and as a rural consumer and marketingfederation in the 
case of FECOPAN. 
With the efficient

utilization of Loan funds 
the federations will 
simultaneously increase their own capital resources andstimulate their institutional growth and development.
 

Through a program of required capitalization, equity is
systematically mobilized at all 
levels of the cooperative movement. 
 For example, when a sub-loan 
is made
by FEDPA to its affiliated credit unions or by the
local credit union to any of its members, the loan is
automatically discounted by 5%, with the discounted
portion credited to the 
share account of the affiliate
 
or the coop member, for use by FEDPA or 
the Coop as
paid-in capital. This process is repeated with everyloan. Furthermore, 
as additional capital 
is mobilized
through the above mechanism or 
through savings of new
members, the affiliated credit unions deposit a portion
of this additional capital 
into their FEDPA account to
maintain a level 
of deposits equal 
to 5% of paid-in

capital.
 

In the case of COAGRO a similar system has been
established. 
When a sale of fertilizer or other farminputs 
is made, either by COAGRO to 
its affiliated
agricultural cooperatives or by the 
local cooperative
to their individual 
members, 1% is automatically added
to the sale and credited to the share account of that
member. 
These amounts increase the Coop's 
or COAGRO's
paid-in capital and also increase the members' vested
interest in the success of his cooperative. The process
is repeated with every agricultural input transaction.
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FECOPAN is planning 
to adopt a s7milar surcharge on

their wholesaling operations 
to increase their
 
capital izat ion.
 

The regulations of each of the federations provide
that paid-in capital cannot be withdrawn unless the
member leaves his cooperative or the cooperative disaf
filiates from the federation. 
This system of randatory savings represents a most
imortant contribution by the cooperatives to their
 
wn institutional grwth a financial viability.
However, to avoid abuse of this equity-building


feature, serious consideration will be given

placing a ceiling 

to 
on th- capitalization which a member mustpay-in and to establishing voluntary savings


accounts where deposits can be withdran without
 
penalty. 
At present, the existing financial infrastructure in
rural Panama is not responsive to rural credit needs.

It serves to channel 
funds away from the small farmer
 
whose credit needs remain largely unfulfilled. Those
few commercial 
banks with branches in rural 
areas
 
capture and funnel savings to other areas of the 
economy--to large, commercial 
farmers to export-oriented industries and to the capital city. 
 The BDA, along

with the credit union movement, helps to reverse this
trend and redirects savings back towards the small
 
fa rme r.
 

Economically and 
in terms of redistribution of income

this system of mandatory savings 
is highly desirable.
 
When a member capitalizes his local cooperative an
investment is made 
in a local business from which he
derives benefits rather than channeling those savings
to the city for investment. 
 When the coop capitalizes

its Federation, savings are 
invested in the whole coop

movement. Insofar as 
the affiliated coop and its
members benefit from the federated system, the benefits
of the investment are 
not lost to them. Of equal

though less 
tangible importance is the psychological

value of the concepts of ownership and participation.

The customer/borrower is not merely a client/debtor but an owner and participant 
in his coop with a voice in
 
Its management.
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2, Manpower Development
 

One of the chief hidden benefits of the proposed loan,

and one whose impact will last far beyond the loan
 
disbursement period, is the development of managerial

skillmand leadership capability at the grassroots

level. Leadership talents and technical 
qualifications
 
on the level of the rural 
community will be stimulated
 
not only by the substantial technical assistance and
 
training components of 
the loan, but also through the
 
implementation of the 
loan, which encourages the
 
productive use of resources on a local 
level.
 

In its ultimate sense, 
the word 'development' means a
 
change in the attitudes and practices of individuals,


)4 rom traditional to 
innovative, from subsistence to
 
/marketable surplus, from passive poverty to active
 

Improvements in individual welfare. 
 These attitudinal
 
changes are 
necessarily linked to new technological
 
processes and depend on 
the availability of and
 
familiarity with improved technology.
 

The spirit of cooperativism requires attitudinal
 
changes on both an individual and a community level:
 
Initially, a recognition and belief that life condi
tions can be 
improved through individual effort; and
 
subsequently, that collective action can multiply

individual efforts and resources. Changes on 
the
 
individual and collective level 
are mutually reinforcing.
 

By fostering cooperativism, this loan creates 
incen
tives for community organization and community develop
ment. In simultaneously introducing ntfw technology and
 
new organization, cooperatives necessarily develop

local 
leadership and community cooperation. These by
products of the 
loan will have far greater impact than
 
the mere generation of access to production inputs;

they will 
create a cadre within the community which is

both receptive 
to and capable of sustaining links with
 
sources of credit and technological innovation outside
 
of the immediate community.
 



-87

3. Economic Power and the Small Farmer
 

The small farmer may be relatively close to urban centers
 
in terms of distance, but he is far removed from them in
 
terms of traveling time. His access to markets where he
 
can sell his produce at price-support levels or better,
 
buy consumer goods and farm inputs at competitive prices,

avail himself of technical assistance, crop price infor
mation, and obtain BDA agricultural production credit is
 
limited by his relative immobility. Poor secondary and
 
tertiary roads, and lack of transportation prohibit him
 
from going to the market and make it economically un
feasible for the market to come to him.
 

The middle-man is accused of exploiting this situation.
 
In some cases such criticism is justified; in others it
 
is not. In either event, the marketing/distribution sys
tem consists of middle-men whose businesses survive on
 
low volume/high risk. The problem and solution lies in
 
the fact that for the majority of farmers the only
 
feasible alternative to this low volume/high risk system
 
is a group-supported coop system.
 

The purpose of this loan is simultaneously to attack the
 
four major bottlenecks in the farm production system
 
through group activity. Tho members of a coop are more
 
likely to receive technical assistance than are indivi
duals, owing to economies of size. Similarly, group
 
buying power should bring down wholesale prices for con
sumer goods and farm inputs. In turn this should in
crease the volume of produce for marketing and reduce
 
transportation and handling costs.
 

Group activity can result in pooled "consumer-producer
 
power", which in other countries has been a key factor
 
in breaking the cycle of low volume/high cost marketing
 
and chronic poverty.
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4. Benefit-Cost Analysis: Commentary 

In view of t:he 
extreme price variations in agricultu
ral inputs 
in recent months and the uncertain outlook
 
with respect to future prices, 
it is very difficult
 
to predict the type and volume of crops and 
livestock

that can be profitably produced. 
 Therefore it is
difficultto do a meaningful benefit cost analysis.

reader is urged to interpret the following analysis 

The
 

with extreme caution.
 

Another difficulty is posed by the 
lack of production

packages for Panama's basic crops. 
 At the present time
the University of Panama 
is experimenting with production packages more suitable for 
Panamanian agricultural

conditiojRfsi-Je three staple crops. 
 When these are
develop Ad 
the cos\' of production is expected to be
reduced. A.I.0. grant funds 
are being utilized to as
sist thi prog ram-


Despite the uncertainty owing 
to price fluctuations,
 
a cost-benefit analysis was attempted at current prices.

Annex G provides estimated per hectare costs and
benefits for the production of rice, 
corn and beans,

the three most widely grown crops in the country. These
 crops 
are grown by large, medium and small 
farmers,

though at different technological levels.
 

The estimates show that at current price-cost relation
ships at the small 
farm level, cash returns to labor
from rice production of about $325 per hectare can be

obtained. The estimated returns 
to labor for bean
production are about $120 
per hectare. The estimate

for corn is $62 per hectare. Assuming 
further increases
in fertilizer costs 
ranging from 25% 
to 100%, only the
production of rice among these three crops will 
be
 
profitable for sale, given 
present prices.
 

The policy to be followed in extending credit will be
based on maxim'zing returns farmer,
to the in light

of productior capabilities and anticipated market conditions. Each project will 
be considered on a case-bycase basis 
in which the economic feasibility of the
activity will be the primary criterion. The target

group will be assisted in determining the most promis
ing production alternatives by the 
technical assistance
 
component linked to this program.
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The target group currently produces and markets a
 
relatively small fraction of the total output of the
 
rice, corn, beans, cattle, milk and vegetables produced
 
in the country. The increase envisioned in their total
 
production and sales will be easily absorbed by the
 
market at the approximate prices prevailing in the 
recent past, given continued high rates of growth of 
national income. The danger that a segment of the
 
target group will be encouraged to produce a crop which 
will be in unmanageable surplus is non-existent in
 
light of Panama's current food imports.
 

5, Environmental Considerations 

The project will have no negative environmental impact.
 
The thrust of the loan is to improve the rural dweller's
 
living conditions and his farming technology. The use
 
of improved farm inputs and agricultural techniques will
 
make the land more productive and less susceptible to
 
erosion. The project will encourage more intensive care 
of the land and reduce the incidence of slash and burn 
agricultural techniques. The danger of contamination by 
over use of fertilizers, pesticides, and herbicides is 
remote.
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F. 	Financial Analysis
 

I. 	Funding Requirements
 

The total costs of the proposed project
 
are summarized in the following table:
 

COST (Thousands of $)
Description U.S. GOP Total
 

Relending Fund 
 6,750 1,225 7,975

Technical Assistance 
 975 815 1,790

Training 
 375 765 1,140

Administrative Costs (BDA) 
 - - 850 850 

Totals 
 8_4__ 3,655 11,755 

2. 	Sources of Financing
 

The following tables indicate the proposed sources and
 
projected timing of disbursements:
 

COST (Thousands of $)
Source 	 U.S. Local Total % 

A. I .D. 2,1CO 6.000 8.100 68.8
MIDA - - 1,080 1,080 9.2 
BDA 
 - - 1,350 1,350 11.5 
COOPS/FEDERATIONS 
 -- 1,225 1,225 10.5 

Totals 2100 .9, 	 k55 100.0 
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3. Schedule of Financing 
COSTS (Thousands of $)
 

Year 1 Year 2 Year 3 TOTAL
 

Relending Fund: 


FEDPA and Affiliates 

FEDPA: 


Production Credits 

Affiliated Cooperatives:
 

Production Credits 


FECOPAN and Affiliates 

FECOPAN:
 

Infrastructure and
 
equipment 


Working Capital 

Affiliated Cooperatives:
 

Infrastructure and
 
equipment 

Working Capital 


COAGRO and Affiliates 

COAGRO:
 

Infrastructure and
 
equipment 


Working Capital 

Affiliated Cooperatives:
 

Infrastructure and
 
equipment 

Production 

Working Capital 


Federation & Coop Contributions
 
to Loans 


Technical Assistance 

Training 

Administrative Costs (BDA) 


Totals 


1,224 2,628 3,398 7,250
 

300 700 1,000 2 000
 
- II
 

200 600 700 1,500
 

100 100 300 500
 

124 478 648 1,250
 

17 194 211
 
107 100 93 300
 

- 120 260 380
 
- 64 295 359
 

800 4 1,750 4,000
 

100 200 - 300
 
10 250 130 480
 

100 300 4 00 800
 
250 450 750 1,450
 
250 250 470 970
 

122 263 340 725
 
676 467 647 1,790
 
415 385 340 1,140
 
235 282 333 850
 

2,672 41025 5,058 11,755
 

The total project will cost $11,705,000 of which A.I.D.
 
is being asked to finance $8,050,000 or 68.8/ of the
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project. 
 The GOP will provide $850,000 through the BDA for

the administrative 
costs and 
a $500,000 contribution to the

loan revolving fund (11.5%), 
and $1,060,00 through MIDA for
technical assistance and training (9.2%). 
 The balance of
 
the project ($1,225,000 - 10.5%) 
is to be financed by the
 
federations and cooperatives,
 

3. Financial Position
 

Since there 
are four major organizations, each will be

treated separately followed by the
a general impression of 

financial viability of 
the project as a whole.
 

a. Agricultural Development Bank 
(BDA)
 

The BDA was formed 
as a successor organization to the

Institute of Economic Development (IFE) in January 1973.

Financial statements are available only 
for 1973 since some
 
operations of IFE 
were absorbed by other organizations.
However, BDA did 
convert the 1972 operating statement to 
the
 
1973 basis for compprison purposes as shown in Annex A,
Tables 2 and 
3. Further changes in the financial structure
 
of the organization will 
complicate comparisonsbetween 1973

and 1974. For example, long-term loans payable have been
 
cancelled by the 
GOP; the capitalization of 
the bank has

doubled; a direct contribution of $535,000 from MIDA will
 
add to BDA's permanent capital. 
 In addition, the cooper
ative loan revolving fund to 
be created by this loan will

become a permanent structural feature of 
the bank.
 

These new sources of capitalization will establish

the BDA as a viable financial institution. 
 As can be seen

from Annex A, Table 2, (BDA projected balance sheet), by

the time the loan is fully implemented the BDA will have 
a

debt/equity ratio of 5.80 
to 1. This favorable ratio is

expected to 
improve. As to profitability, the revolving

loan fund is 
not expected to be profitable because of its
high risk portfolio and low interest rates. 
 The GOP under
writes the BDA's 
losses. A further indication of the GOP's
 
support of this program is 
that the BDA plans to charge

losses against operating income,
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In summary, the implementing agency of the revolving
 
loan fund established under the proposed loan is fi
nancially very sound. It can be expected to implement
 
the activities under the project without difficulty.
 

b. Federation of Credit Cooperatives of Panama (FEDPA)
 

The current financial position of FEDPA is basically
sound and extremely liquid. As of the end of 1973 
(See Annex A , Table 4 ), FEDPA had a working 
capital ratio of more than 16 to I and a high but 
respectable debt/equity ratio of approximately 7.5 to
 
1.
 

During the years 1972 and 1973 FEDPA managed to show a
 
small profit and this trend is expected to continue
 
except for small losses in 1974 and 1975 because of
 
the gearing-up effect on expenses for their expanding
 
operations. This trend is easily discernible from
 
Annex A, Table 5 • The projected cash-flows,
 
Annex A , Table 6, For FEDPA appear to be
 
quite adequate to provide for future growth and repay
ment of its indebtedness, both present and proposed.
 

The basic assumption required for the forecasts made
 
in the annexes is that the demand for credit will in
crease and/or the constraints in the system will be
 
eliminated to the extent that FEDPA will be able to
 
move the current funds on hand and be able to use the
 
funds to be made available under the project. The
 
basis of this assumption isexplained on page7.
 

c. Federation of Agricultural Cooperatives (COAGRO)
 

COAGRO has made excellent progress toward becoming a
 
viable organization as shown in their revenue growth
 
rate, a six-fold increase in 1973 over 1972, and a
 
near elimination of their operating deficit in 1973
 
(See Annex A , Table 7 ), Furthermore, although

is is not clearly discernible from the annex, their
 
sales through the first four months of 1974 have nearly
 
equalled the sales for the entire year of 1973. This
 
is particularly encouraging since their best season
 
starts inMay of each year.
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Based on experience to date, it seems that COAGRO
 
should be able to make the progress shown in the pro
jected profit and loss statements as presented in the
 
annex.
 

Because of this rapid growth the normal 
problems of a
working capital squeeze can be expected to occur as
 
can be seen by the deterioration of their working

capital ratio from 1.03 
to I in 1971, to .90 to I in

1973. But, 
in 1974 indications 
are that this situ
ation will 
start to reverse itself, a 1.01 to I in 
1974, and continue to improve from thereon. 

At the end of 1973, because of the accumulated operat
ing losses, COAGRO had a negative net worth. But that
 
is e.<pected to improve to a positive figure of
 
$324,000 by the end of 1974. 
 This would produce a
debt/equity ratio of 11.11 
to 1 at that time. This
 
ratio is expected to improve to a ratio of .35 to I

by the tenth year of operations. (See Annex A,
 
Tab~le 8).
 

Based on projected income and expected cash require
ments, COAGRO should be able adequately to meet their
 
cash requirements (Annex 
 A , Table 9 ), even
though there will be a near-term period of cash 
scarcity. This scarcity can be covered by the lines
 
of credit already established, by using their time
 
deposits as 
security and by the continuation of the
 
government guaranty of this 
line of credit.
 

The primary assumptions of this analysis 
are that the
 
government will continue to use COAGRO as 
its primary

source for agricultural commodities and that the tech
nical assistance being furnished under this loan and
 
the recently approved grant project will enable COAGRO
 
to maintain at 
:east a four times a year inventory

turnover rate and reduce accounts receivable to a
 
value of a two-months volume of sales.
 

d. 
Federation of Consumer Cooperatives of Panama. (FECOPAN)
 

The FECOPAN was formed 
in July, 1972 but was inactive
 
until late 1973. 
 Therefore, the historical financial
 
base data for the Federation is limited to the first
 
quarter of 1974. 
 (See Annex A , Tables 10, 11 and

12 for Income statement and balance sheet for quarter
ended March 31, 1574.)
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Based on 
this data, it is difficult to draw any firm
conclusions. 
 But, based on our discussions with the
management of FECOPAN, we are able to make some pre
dictions based on 
tht 	following assumptions:
 

i. There is presently approximately $4.0 
million
being purchased by the affiliated consumer

cooperative stores. 
 FECOPAN believes they can
 
capture 25% of this market for CY 
1975 (Sales

of 	$1,125,000 in 1975), 
and can sustain a 5%
 
per year growth rate thereafter.
 

ii. 	A gross margin of 13% of sales 
can 	be maintained.
 

iii. 
 Inventory is conservatively estimated at a turn
over rate of four times each year.
 

iv. 	 Accounts receivable will 
be small (one month's
 
sales) since most 
sales will be for cash.
 

v. 	A total of eight employees will 
be 	required for
1975-1978, and two added in 1979 and one more 
in
 
1982.
 

The foregoing assumptions, along with a reasonable
estimate of general and administrative expenses 
($25,000
in CY 1975) 
indicate that the Federation can operate on
a profitable basis and can 
repay to BOA the money borrowed
from the Cooperative Development Revolving Loan Fund.
 

4. 	 Sunnr 

The sum total of the individual analyses is that the project
appears to be financilly viable. 
 Each of the participating
federations should be able to meet 
its 	loan repayment commitments and still 
generate enough capital 
to 	provide for
moderate expansion in the future. 
The 	BDA is shown to be
strong financial institution and is prepared to meet the 
a
 

high risks inherent 
in the type of loan portfolio that it

intends to maintain.
 

The 	loan repayment prospects to A.I.D. are excellent, since
the 	loan will be repaid by 
the 	GOP and, therefore, A.I.D.
Is 	not directly dependent on 
the project for the generation

of funds for repayment.
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G. ISSUES 

The Panamanian Government as
determined to 
a matter of social policy hasprovide a more equitable share of resources to the halfof the nation that lives 
in the countryside. 
 Since conditions for
farming in this tropical country are difficult, commercial agriculturehas succeeded only when heavily capitalized. In the years 1971
through 1973 the Government concentrated its resourcesfarmers grouped on the poortogether in the asentamientos campesinos.Government wishes Now theto provide resources to an additional group, thosefarmers who have joined together in cooperatives. Historically,
there has been little lending to such groups. 
 Much of what there has
been was bad. 
 Over and above the difficulties of the poor soils,
harsh drought and heavy rainfall, 
the bad loans consistently resulted
from the 
lack of adequate technical assistance and the absence of an
equitable marketing system.
 

The major issue here is whether the inputs contemplated forfinancing by this loan will be sufficient to transfer the resourcesand create the institutions needed to break the cycle of poverty.Will COAGRO, FECOPAN and FEDPA be able to 
integrate their services in order todeliver the quantities of credit,
tural 

technical assistance, agriculinputs and marketing services that are needed 
to bring the small
farmers meaningfully 
into a cash economy? This 
is the key issue, and
it involves judgments on the will and the competence of those engaged
in the cooperative movement 
in Panama. It is the Mission's judgment
that the will and the necessary Governmental support are there, andthat the technical assistance to be provided under the loan will
create the competence. We are not sure that this loan will bring into being a self-sustaininq countrywide cooperative system that will
continue without further governmental subsidies. 
 We believe, however,
that it is as 
much as can be done 
in the next three years aid thateven without further external resources the project will be selfsustaining in certain geographic areas. 
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IV. LOAN ADMINISTRATION
 

A. Target Implementation Dates
 

As stated in the 
loan paper and the annexes, the Mission
 
believes the host country agencies have the desire and 
the
 
capacity to carry out this project. 
 Nonetheless, the number
 
of parties involved in implementing this loan and the

complexities of their interrelationships compel the con
clusion that predictions for loan signing dates, CP satis
faction dates, and various drsbursement dates would be 
self-deceiving.
 

B. Administrative Provisions and Responsibilities
 

1. Proiect Manaqement/Monitoring Responsibilities
 

Periodic consultations and annual 
reviews by the Project 
Coordinating Committee will:
 

a. 
 Review baseline data and subsequent changes.
 

b. Appraise the 
performance of the institutions in
 
implementing the objectives of the project.
 

c 0 Discuss and mutually agree on measures to improve 
project coordination and implementation procedures.
 

2. Loan Disbursement Procedures 

AID funds for relending to the Federations and their
 
affiliates will be deposited in a revolv
ing fund in the BDA. Mission will analyze the 
request

for an initial disbursement to this fund 
in the light

of anticipated needs over 
the then next 90 day period.

The fund will be replenished as vouchers are received 
showing the depletion of the fund for project purposes.

The size of the fund, the rates at which sub-loans are
 
made, and the anticipated future needs will be consid
ered to determine if the amounts on deposit are realis
tic in terms of the anticipated needs over the then 
forthcoming months. Replenishment will be adjusted

according to these determinations. No sub-loan may
exceed $100,000 unless AID agrees otherwise.
 
Procurement of equipment will be made by 
letter of

commitment or other means agreed to by andBorrower 
AID.
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3. 	Financial Controls
 

It will be the responsiblity of MIDA and BDA to es
tablish finacial controls to the satisfaction of AID.
 
Audit and review of activities will be made by the
 
USAID Controller, the AID Auditor General and the
 
Audit Department of MIDA.
 

4. 	Reporting
 

In addition to regular and routine contacts of the
 
Mission's staff with local counterparts, periodic
 
reports will be made available to AID. These reports
 
will cover:
 

a. 	The financial condition of the Federations,
 

b. 	Portfolio of the BDA and the Federation; and
 

c. 	Progress of the technical assistance and training
 
components of the project.
 

5. 	Procurement
 

Direct procurement by Borrower's agents (MIDA or BDA)
 
of Technical Assistance or equipment under the loan
 
will be done in accordance with AID procurement
 
regulations. Procurement done by sub borrowers of
 
equipment, materials or services will be in accordance
 
with good commercial practice.
 

In respect to projects financed by BDA,loan applications
 
will be sufficiently detailed to allow BDA's staff to
 
evaluate the financial and technical feasibility of the
 
project. BDA has an engineering staff capable of
 
evaluating and monitoring projects. BDA will monitor the
 
projects to assure good commercial, engineering and fi
nancial practices are followed.
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6. 	 Data Collection and Evaluation 

Throughout the disbursement period of the loan MIDA 
will collect and process data and share itwith A.I.D. 
and the three federations participating in this 
prog ram. 

A joint annual evaluation will be conducted, designed
 
to measure the impact of the project on the target
 
group 	 in terms of: 

i. 	 Increase in number of affiliated coops and member
ship. 

ii. 	 Increase in number and volume of coop loans to 
target group. 

Iii. 	 Increase in size of coop loans.
 

iv. Improvement in default and delinquency rates.
 

v. Increase in the use and quantity of farm inputs

by the target group, i.e. fertilizer, herbicide,
 
pesticide, improved seeds, etc.
 

vi. 	 Increase in the volume, yield and value of
 
production of the target group.
 

vii. 	 Increa;e in marketing of farm inputs and other
 
commodities through coops.
 

viii. 	 Increase in the number of farmers marketing farm 
products and purchasing other commodities through 
coops.
 

ix. Increased farmer share of retail price of farm 
produc ts. 

x. 	Increase in income of target group.
 

xi. 	 increase In savings of target group. 

xii. 	 increase innumber of coops with full-time paid
 
managers and coop staff receiving training. 
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xiii. Increase in number of extension agents working 
as part of cooperative movement. 

xiv. Increase in 
ass istance. 

number of farmers receiving technicl 
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CHECKLIST OF STATUTORY CRITERIA
 

(Alliance for Progress)
 

In the right-hand margin, for each item, write answer or, as appro
priate, a summary of required discussion. As necessary, reference
 
the section(s) of the Capital Assistance Paper, or other clearly
 
identified and available document, in which the matter is further
 
discussed. This form may be made a part of the Capital Assistance
 
Paper.
 

The following abbreviations are used:
 

FAA - Foreign Assistance Act of 1961, as amended.
 

FAA, 1973 - Foreign Assistance Act of 1973.
 

App. - Foreign Assistance and Related Agencies Appropriations Act, 1974.
 

MMA - Merchant Marine Act of 1936, as amended. 

BASIC AUTHORITY
 

1. FAA 5 03: 104: O§ 105;
 
Z § 10?. loan being made
206; Is 

a. .or agriculture, rural devel-	 The basic thrust n' the loan is to improve 
c--ent or nutrition; 	 the standard of living of small farmers, 

through the development of the rural 
cooperative movement to improve the avai l
ability and effectiveness of Ag Credit, 

rp p inputs, staple foods, and technical 
for population planning or heal-	 assistance. 

c. f~r eduction, public adminis
tr=-..:, or human resources development;
 

d. to solve economic and social
 
dev'eiopment problems in fields such as
 
transportation, power, industry, urban
 
development, and export development;
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AID 1240-2 C4-741
 

e. in support of the general
 
economy of the recipient
 

country or for development
 

programs conducted by private
 

or interrnational organiza

tions.
 

COUNTRY PERFORMANCE
 

Progress Towards Country Goals
 

2. FAA § 208; .251 b). 

The GOP has increased its investment budget
 
for Agriculture from 11% of national invest
ment budget in 1971 to 18.9% in 1974.
 

is provided for food productionto which $56.5 millionA. Describe extentt iand 	 improved means for food storage and dis
country is: 	 tribution and 4.0 million for Agricultural 

Education, Research and Agro-Industry. The
 
Government is focusing on helping small
 
farmers through rural organizations. It is
 
actively assisting Coops b.y seconding GOP
 

CL) 4a.king appropriate efforts personnel to Rural Coop Federations and 

to increase food production .. conducting training courses. 

and improve means for food
 

storage and distribution.
 

The climate for foreign and domestic
 
private investment is favorable.
 

(2) Creating a favorable cli-	 Panama's banking laws and its use of 

mate 	for foreign and domestic the U.S. dollar as Panamanian currency 
have attracted most of the major inter

private enterprisa and 	 national banks, and the presence of 
this banking community has stimulatedinveatment. 
private investment. 

(\i 
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(3) Increasing the public's participation in the Coopuldi iv-' 

ment. The government has enco1ur;i,)(jd
role in the developmental 

publ icparLicipation in developmenL
process. 
 ,through Lhe use of comiun i ty c0l11i Lt ('v 
in the fields of heal Lh, educa t ion, and 
agricultural production. 
In 1973 total investment expenditures 

were $300.9 million or 27.3/, olf Lie GDP
(4) (a) Allocating available 

of $1,101.2 million. The GOP's 1973
budgetary resources to 
investment expenditures were $80.8
 

development, 	 million. 

Panama's military expenditures have been
 
resburceDi r uncy a small percentage of the naLional budget 
resources for unnecessary Panama has not intervened in the affairs 
military expenditure (See of other free and independent nations,
also Item No. 20) and 

intervention in affairs 
of other free and
 
irdependent nations.)
 
(See also Item No. 11)
 

Growth of Panama's tax revenues is the 
highest in LA. From tax revenues of 

(5) Making economic, social, $133 million in 1969 Panama went to 
and political reforms such as $225 million in 1973. This loan repre
tax collection improvements sents the addition to government suppori 
and changes in land tenure of privately-owned cooperative member
 
arrangements, and making farms to the previously supported
 
progresa; toward respect for col lective asentamientos. The dialogue
 
the ru 7e o f law, freedom of over pol icy has increased between the
 
expression and of the press, Government and the business community.
 
and recognizing the importance Media criticism of the Government has
 
of individual freedom, appeared without reprisal.
 
initiative, and private
 
enterprise.
 

(6) Adhering to the principles Panama is adhering to the principles 
of the Act of Bogota and of the Act of Bogota and is working 

Charter 	of Punta del Este. to achieve the objectives o" the
 
Charter of Punta del Este. In prac
tically every category Panama is ahead
 
of the targets set by the Charter or 
approaching them.
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(7) 	 Attempting to repatriate Capital repatriation is not a problem 
capital invested in other in Panama at the present time. Capital
countries b.y its own citizens. flows are not restricted. 

(8) Otherwise responding to Yes - The Government is clearly 
the vital economic, political, responding, especially in the areas ofthe soia econocn pofitic, housing, education, health and nutriand social concerns of its tion. This loan project is another 
people, and demonstrating a example of the Government's response 
clear determination to 
take to the felt needs of the people. 
effective self-help measures. 

B. Are above factors taken into Yes
 
account in the furnishing of the
 
subject assistance?
 

Treatment of U.S. Citizens and Citizens of Recipient Country 

3. 	 FAA 9 620(c). If assistance is In the one such case known, the 
;7 covernment, is the government Government has reduced the obliga
" able as debtor or unconditional tion from over $100,000 to less than 
-':'arantoron anu debt to a U.S. $10,000 and has indicated it will 
:itizen for goods or services complete payment in full. 

.-:..szed or ordered where (a)such
 
...":i,_zen has exhausted available
 
Eaa,7t. remedies and (b) debt is
 
not denied or contested by such
 
::vernment?
 

4.-.: 620(e) l). If assistance 

s tq a governrment, has it 
"4nidi7 aovernment agencies No 

or s ubdivisions) taken any 
action which has the effect of 
nationalizing, expropriating, 
or otherwise seizing ownership 
or control of' property of U.S. 
c-(ti; zs or en-titieo beneficially 
owned by ther7 without taking 
steps to discharge its obligations 
toward such citizens or entities?
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5. 	 FAA S 620(o): Fishermen'r 
Protective Act. 1 5. 
 If country

has seized, or imposed any penalty
 
or sanction against, any U.S.
 
fishing vessel 
on account of its
 
fishing activities in international
 
waters,
 

a. 	 has any deduction required by 
 Action is currentl., u11(1wa.Fishermen's Protective Act been to obtain a waiver. 
made?
 

An nction mcfooi-r theb. 	 has complete denial of Administrntor to b~gin sachassistance been considered by 
 considerntion i n )LconitoA. T.D. Admlnistrat)r? to notifying t : ianam:3ninn 
GovcrnmcntL of the %-iproval of' 
this loan. 

6. 	 FAA, 1973 0 32. To what extent The GCP doon riot Lnt'rh ,does government of recipient 
 imprison citiz,.2:: fP r,,;l icountry practice the internment or 
 ticn2 parposcc.
imprisonmenv of that country's
 
citizens for political purposes?
 

Relations with U.S. Government and
 
Other Nations
 

?. 	 FAA § 620(a). Does recipeint I1o.
country jiounish assistance to 
Cuba or cil7 to take appro
pricate steps to pievent ships
 
or aircraft under itfs 
flag

from carrying cargoes 
to or
 
from Cuba?
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8. FAA S 620(b). If assistance Yes, it has been so determined. 
is to a government, has the 
Secretary of State determined 
that it is not controlled by
the international Communist 
movement? 

9. 
 FAA " 620(d). If assistance is Not applicable
for any productive enterprise 
which will compete in the 
United
 
States with United States enter
prise, is there an agreement by

the recipicnt country to prevent 
export to the United States of 
more 	than 20% 
of the enterprise's
 
annual production during the 
life
 
of the loan?
 

ZO. 	 FAA q 620(f). Is recipient country No 
a Communist country? 

- 2. 620(i). Is recipient country No 
'';.a y way involved. in (a) subver

s 't, of, or military aggression 
.:ainst, the United States or 
any

o:'ntry receiving U.S. assistance,
 
or () the planninq of such sub

-rs.on or aggression? 

12. 	 ?.-" 9 620(4). Has the country No 
p.rriitted, or failed to take 
adequate measures to prevent,
the damage or destruction, by
mob action, of U.S. property? 
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l A ,- 6 2 0(l) . If the country 

has failed to institute the 

i~nvestment guaranty program

for the specific risks of 


expropriation, in convert
ibility or confiscaticn, has
 

che A.I.D. administration within
 
the past year considered denying
 
assistance to such government
 
for this reason?
 

FAA 5 620(n). Does recipient 


country furnish goods to North
 
Viet-Nam or permit ships or 
aircraft under its flag to
 
carry cargoes to or from North
 
Viet -Nam?
 

7AA 9 620(9_). Is the government 

-. the recipient country in 
e fault on interest or principal 

any A.I.D. loan to the 
country?
 

-'.." 620(t). Has the country 
3'red dipomatic relations
 

' 
. the United States? If so, 
o:- they been resumed and 

- :., new bilateral assistance 
.7 ents been negotiated and 

... e-red into since such resumption? 

F7.A 5 620(v). What is the pay-

rort statits of the coutry ' U.N. 

li~qafioZs? If theo~t 
in arrears, were suchcarrearages 
taken into account by the A.I.D. 
Administrator in deterinina the 
crurrent A.I.O. Operational Year 

udge t ? 
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On January 23, 1961 Panama agreed to 
institute the investment guaranty proyri 
for the specific risks of inconvertibil

expropriation and war. 

No 

No 

Panama is not delinquent with respect
 

to dues, assessments or other obligations to the U.N. for the purposes of 

Article XIX of the Charter. 
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-B. . 481. Has the government of The Government of Panama has LakenF.A 
steps to cooperate .in the preventionrecivient country failed to take 

adeqLate steps to prevent narcotic of narcotics and other control led 

drugs and other controlled sub-
stances (as defined by the Compre-
hensive Drug Abuse Prevention and 
Control Act of 1970) produced or 
processed, in whole or in part, in 

substances being produced or )rocessed 
in or transported through Panama, or 
sold illegally there, or entering the 
United States. These steps are not 
now regarded as inadequate. 

such country, or transported 
through such country, from being 
sold illegally within the juris
diction of such country tc U.S. 
Government personnel or their 
dependents, or from entering the 
U.S. unlawfully? 

19 FAA, 1973 9 29. If (a) military Not applicable. 

base is located in recipient 
country, and was constructed or 
is being maintained or operated 
with funds furnished by U.S., and 
'b) U.S. personnel carry out 

-'ti-tary operations from such 
-ase, has the President deter
- "d that the government of 
"eaipient country has authorized 
.,.'-u ar access to U.S. corres
_:ndents to such base? 

20. -'. 620(s). What percentage of Less than 2% 1973 budget 
':,ry budact is for military Less than 2% foreign exchange resources. 

:7.-::?t.res How much of foreign No sophisticated weapons systems have 
ex;':anie resources spent on mili-
t ry equip.ment? How much spent for 

been purchased. 

t.':e p'rchase of sophisticated 
". s -onsstems? (Consideration 
,:.ts poi.nts is to be coor
dinated with the Bureau for 
Pr- ram and Polic'y Coordination, 

R :onal Coordinators and Military 
Assistance Staff (PPC/RC).) 
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CON'DITIONS OF THE LOAN 

General Soundness
 

21. FA.4 ,I 201(d). 
conclusion on 

Information and 
reasonableness 

The terms are both 
under the applicab

legal 
le U.S. 

and 
and 

reasonahl¢c 
Panama

and legality (under laws of nian standards. 
country and the United States) 
of lending and relending terms 
of the loan. 

22, 	 FAA 9 251(b)(2); 9 251(e). 

Information and conclusion on Yes. See Annex -T.I for application 
activity's economic and and Section III, Aof CAP for discuss
technical soundness. If loan ion of economic soundness and Section 
is not made pursuant to a III,A,B for technical soundness. 
multilateral plan, and the 
amouent of the loan exceeds 

lOO,000, has country submitted 
to A.I.D. an application for 
uch funds together with 
assurances to indicate that
 
f:,nds will. be used in-an-econom
ically and technically sound 
-=nner? 

23. 	 7*2 2 51(b). Information and There are reasonable prospects of 
2.C iusion on capacity of the repayment of this loan. 
- .:ntry to repay the loan, 
"-.;_7uding reasonableness of
 
r-ray-ent prospects. 

24. 	 F 251(b). Information and 
conclusion on availability of No alternative financing is available 
financing from other free-world 
sources, including private 
sources wzthin the United States.
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25. 	 FAA 0 611(a)(l). Prior-to
 
signing of loan will there be Yes
 
(a) engineering, financial,
 
and other plans necessary to
 
carry out the assistance and
 
(b) a reasonably firm estimate
 
of the cost to the United States
 
of the assistance?
 

26. 	 FAA . 611(a)(2). If further
 
legislative action is 
required None required.
within recipient country, what
 
is basis for reasonable expec
tation that such action will be
 
completed in time to permit
 
orderly accomplishment of
 
purpose of loan?
 

27. 	 FAA 55 61l(e). If loan is for Yes, see Annex
 
-7avital Assistance, and all
 

.s. assistance to project -,ow

exceeds $1 million, has Mission
 
-,rector certified the country's
 
capability effectively to
 
-intain and utilize the project?
 

Loan 	sFelationshi, to Achievement a) The cooperative movement to beof Cor7nr'i and Regional Goals aided 	by the loan is regarded as
 
democratic.
 

28. AA 5 207; ',3251(a); § 1 l3. b) The loan is intended to increase.
Extent to which assistance self-sufficiency in food produc-'

reflects appropriate emphasis 
 tion. 
on: 	 (a) encouraging develop- c) The project will increas'e thenent 	of democratic, economic, numbers of trained agricultural

political, and social institutions; 
 extension agents, cooperative
(b) self-help in meeting the 	 managers and staff and will alsocountry's food needs; 
(c) im-
 train 	farmer members of coopera
proving availability of trained 
 tives. 
manpower in the country; 
 d) Both the projects' infusion of(d) programs designed to meet consumable staples through

the country ' health needs; 
 FECOPAN and increase in domestic
 

Crop production through COAGRO
 
should help over come Panama's
 
health problems.
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(e) other important areas of 

economic, political, and social 
development, including industry; 

free labor znions, cooperatives, 

and Voluntary Agencies; trans
portation and commuication; 
p lanning and public administration; 
ur-ban development, and .oderni
lation of existing laws; or 
(f) integrating women into the
 
recipient country's national
 
economy.
 

29. 	 FA..A 3 209. Is project susceptible 
of execution as part of regional
 
project? If so why is project not 

so executed?
 

30. 	 FAA 25Z(b)(3). Information and 
conclusion o activity's relation-conclusoand consistency with, 
ote"1,7p 	 to, a ontencti it, 

orer developroi ent activities, and 

ts controbution to re-aiaab-le 
Zng-range objectives, 

3Z. .-. 251(b)(7). Information and 
conclusion on whether or not the 
acz;ivity to be financed will 
cz-ntribute to the achievement of 

se f-sustaining growth. 

32 . .A 2 0P 25 (b) (8). 

Information and conc.usion 
whether assistance will 
encourage regional development 
programs, and contribute to the 
economic and political integration 
of Latin America. 

This project is designed to promooe 
and strengthen the cooperative move
ment in Panama both at Lhe primary 
and secondary coop levels. 

No.
 

The activity is consistent with other
 
development activities and contributes
 
to realizable long range objectives of

building a cooperative movement, building institutions to provide agricul
tural technology to small farmers and
 
raising standards of living of rural 

dwellers (income distribution).
 

The basic project emphasizes an 
immediate impact upon a target group 
and the creation of a self sustaining 
system to continue furnishing assist
ance to the target group. 

The cooperative credit union movement 
has tended to support regional pro
grams. It is expected the other 
cooperatives will also. 

\p 
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33. FAA 251(!): z, ll. Infor- The loan is to assist in proiolt in( and 
"ation and conclusion on uae of strengthening the cooperacive movement
loan to assist in prcroting the in Panama. As this movement gains
cooperative movement in Latin 
 strength and support it is expected to

America. support regional programs.
 

34. FAA 5 251(h). Information 
 This activity is consistent with the
 
and conclusion on 	whether the 
 findings and recommendations of 1973
 
activity is consistent with the ClAP review.
 
findings and recommendations of the
 
Inter-American Committee for the
 
Alliance for Progress in its
 
annual review of national develop
,ient activities.
 

35. -' s 281(a). Describe extent to The loan will contribute to the 
_-hich the loan will contribute to strengthening of the democratic 
:;.e objective of assuring maximum institutions of cooperatives both at 
-articipation in the task of econo- the local and national level. 
ic development on the part of the 

people of the country, through the 
-ncouragement of democratic, 
-rivate,and local 	governmental
nstitutions.-

36. -- 281(b). Describe extent to The project is in direct response to
 
"_rch program recognizes the 
 the needs of Panama's 	disadvantaged
 
-:"ticular needs, desires, and rural dwellers for increased avail

. -,-cities of .	 ;"zthe people of the ability for production credit, tecnthe contry's 	 nical assistance and farm inputs.
The experience in the deiioacratic 

•":courage institutional deve 
- process gained as a result of coop
ora-nt; and supports civic participation constitutes
oJction 	 training inand trainina in skills skills required for self government.
 
ur~>mired for effective partici

pation in governmental and
 
political processes essential to
 
self-government.
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37. 	 -AA i 601(a). Information and This loan will promote small businesse.s 
conclusions whether loan will and bring small farmers' into the 
encourage efforts of the country commercial economy. It encourages
-o: (a) inci,easa the flow of cooperative development and is designed 

.nternational trade; (b) foster to improve agricultural efficiency. 
private initiat:ve and competition; 
(c) encourage development and use 
of cooperatives, credit unions,
 
and savings and loan associations;
 
'd) discourage monopolistic 
practices; (e) improve technical
 
efficiency of industry, agriculture,
 
and commerce; and (f) strengthen
 
free labor unions.
 

38. 	 A._-4 619. If assistance is for
 
newly independent country; is it Panama is not newly independent.
 

furnished through multilateral
 
organizations or plans to the
 
77aximum extent appropriate? 

Loan's .Effect on U.S. and A.I.D.
 
Prog:f-.
 

39. 	 257(b)(4): @ 02. Information Loan is not detrimental to U.S.
 
-': conclusion on possible effects economy. Equipment financed here

toan 
r:eerence to areas of substantial Panama is the 7th largest iporter 
,.zor surplus, :nd extent to which the U.S. in LA spending $286.1 

l on U.S. economy, with special under is expected to be U.S. 

-..commoditLsado-es and assistance aresitac r million in the U.S. in 1973 against
"rnished in a manner consistent exports to the U.S. of $66.6 million.
 

:h improving the U.S. balance of
 
-::'jents positZon.
 

The entire amount of the loan is
 
40. F.'A 252(a). Total amount of money going for the benefit of coopera

iinder loan which is going directly tives or coop members. 
zfrivate enterprise, is going to 
intermediate credit institutons or 
other borrowers for use by private 
enterprise, is being uged to finance 
imports from private sources, or is
 
otherwise being used to finance
 
procurements from private sources.
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41. FAA § 60Z(b). Information and Private U.S. firms will manufacture 
conclusion on how the loan will most of the equipment financed by 
encourage U.S. private trade and the loan. 
investment abroad and how it will 
encourage private U.S. participation
 
in foreign assistance programs
 
(including use of private trade
 
channels and the services of U.S.
 
private enterprise). 

42. FAA 9 601(d). If a capital 	 The capital items to be constructed
 
project, are engineering and under the loan such as warehouses 
professional services of U.S. and stores are too small to attract
 
firms and their affiliates used US engineering firms.
 
to the maximum extent consistent
 
with the national interest?
 

43. '.A 602. Information and 	 Usual procedures for facilitating 
concusion whether U.S. small small businesses participation in 
%:,sinesswill participate AID financed procurement will be 
.::.tably in the furnishing of followed. 

:ocds and services financed by
 
7rhe loan.
 

44. -" " 620(h). Will the loan
 
prmc.ote 	or assist the foreign No.
 

~id or activities of
projects 

t'-e Communist-Bloc countries?
 

45 	 . .. - 621. If Technical Technical assistance will be provided..sst tace s financed by te irimarily from private sources. 

loazn, information and conclusion
 
lh.?ther such assistance will be
 
f'(rrished to the fulest extent
 

practicable as goods and profes
svonal and otlior services from
 

r iz 'ter'prise on a contract
 
kbaza*. If thi facilities of oth,'?r
 
ed, a7 c,encies will be utilized,
 

information and conclusion on 
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whether they are particulariy
 
s:'itable, are not competitive with
 
private enterprise, and can be
 
made available without undue
 
interference with domestic prograrms.
 

Loa :'s Corroiance wFt, , Specific Requirements 

46. 	 FA.A _i llO(a); 5 208(). Has the The recipient country has undertaken 
recipient country provided to contribute at least 31% of the 
assurances that it will provide project costs. 
at least 25% of the costs of 
the program, project, or acti
vity with respect to which the
 
Loan is to be made?
 

47. 	 FAA §.l 2. Will loan be used 
to finance police training or No 
related program in recipient 
country? 

48. 	 7 "A R 114. Will loan be used to 
pay for performance of abortions No 
or to motivate or coerce persons 
-o practice abortions? 

4 -" 201(d). Is interest rate 

49 .	 - .'.-'... . Yes 
vo ian at least 2% per annum
 
:-zuring grace period and at least
 

per annum thereafter?
 

50..... § 604(a). Will all commodity From Panama, the United States 
zr;,:curement financed under the and other 941 countries as defined 
7:. be from the United States in the AID.geographic code book. 
,:..:et as otherwise determined 
by the President? 

51. FA 
a7ade 

604(b). What proision is 
to prevent financing commodity 

The use of 
Thedusof 

competitive bidding 
peve bii 

procurement in bulk at prices hig-her 
than adjusted U.S. market price? 

,!j
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52. 	 FAA 9 604(d). If the coop
erating country discriminates Yes 
against U.S. marine insurance 
companies, will loan agreement 
require that marine insurance
 
Zbe placed in the United States
 
on commodities financed by the
 
loan?
 

53. 	 FAA 9 604(e). If offshore procure-

ment of agricultural commodity or
 
product is to be financed, is there
 
provision against such procurement
 
when the domestic price of such
 
commodity is less than parity? 

54. 	 FAA 9 604(f). If loan finances a 

commodity import program, will 

arrangements be made for supplier
 
certification to A.I.D. and A.I.D. 
approval of commodity as eligible 
and suitable? 

55. 	 -- 308(a).F" 0 Information on 
.easures to be taken to utilize 
U.S. Government excess personal 

-1'operty in lieu of the procurement
 
of new items. 

56. ?.A 611(b): Avp. § 10. If 
loan finances water or water-
re ?ated land resource construction 
projiect or program, is there a 
benefit-cost computation made, 
insofar as practicable, in 
accordance with the procedures 
set forth in the ,lemorandumn of 
the President dated May 1S, 1962? 

16 de 19 1agg 

Not applicable
 

Not applicable. Loan does not
 
finance a commodity import program. 

Loan agreement will require utiliza
tion of such items, and USAID will 
monitor this provision. 

No such project or program is 
contemplated. 
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57. FAA I 611(c). If contracts for The ICI lending to cooperatives for 
construction are to be financed, construction projects will covenant 
what provision will be made that to determine that competition is used 
they be let on a competitive basis where practicable. 
to maximum extent practicable? 

58. 	 FAA 9 612(b): 636(h). Describe Not applicable. The currency 
steps taken to assure that, to the used in Panama is the dollar 
maximum extent possible, the country although it is denominated a 
is contributing local currencies to "Balboa". There is no U.S. owned 
meet the cost of contractual and "local -currency". 
other services, and foreign currencies 
owned by the United States are utilized 
to meet the cost of contractual and 
other services. 

59. 	 4pp. § 113. Will any of loan funds be used to 
acquire currency of recipient country 
from non-U.S. Treasury sources when ex- No. 
cess currency of that country is on 
deposit in U.S. Treasury? 

60. 	 FAA 612(d). Does the United 
States own excess foreign currency No. 
and, if so, what arrangements have been 
, ade for its release? 

61. 	 F_."4 620(g). What provision is The only two ways in which the 
:cre aainst use of subject GOP may use the loan - paying 

assistance to compensate owners for TA and making loans to coops 
for expropriated or nationalized preclude using the loan for com
property? pensation. 
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62. FAA § 620(k). If construction 
of productive enterprise, will 
aggregate value of assistance 
to be furnished by the United 
States exceed $100 mf'llion? 

No. 

63. FAA § 636(i). Will any loan funds 
be used to finance purchase, long
term lease, or exchange of motor 
vehicle manufactured outside the 
United States, or any guaranty of 
such a transaction? 

No. 

64. Anp. § 103. Will any 
used to pay pensions, 
,.ilitary personnel? 

loan funds be 
etc., for 

No. 

65. Z105. If loan is for capital 
project, is there provision for 
A.I.D. approval of all contractors 
and contract terms? 

Not applicable 

66. -F. 107. 
used to 

Will any loan funds 
pay U11 assessments? 

No. 

67. -v,. 109. Compliance with 
2egulations on employment of 
and local personnel. (A.I.D. 
.egulation 7). 

U.S. 
Loan agreement and implementation 
letters will so provide. 
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68. 	 ; llO Will any of loan No. 
funds be used to carry out pro
visions of FAA H 209(d) and 251(h)? 

69. 	 Aov. 9 11.4. Describe how the Notification has been made through
 

Committee on Appropriations of the normal congressional presentation
 

the Senate and House have been or procedures.
 

wiZll be notified concerning the
 
activity, program., project,
 
country, or other operation to be
 
financed by the Loan.
 

70. 	 App. 5 601. Will any loan funds No.
 
be use for publicity or
 
propaganda purposes within the
 
United States not authorized by
 
the Congress?
 

71. 	 U!4A 901.b; FAA § 640C. Requirements will be complied with.
 

(a) Compliance with requirement
 
Lozat at least 50 per centum of
 
: e gross tonnage of commodities
 
(cr-puted separately for dry bulk
 
carriers, dry cargo liners, and
 
tankers) financed with funds made
available under this loan shall be
 
transported on privately owned U.S.
flac commercial vessels to the
 
extent that such vessels are
 
available at fair and reasonable
 
r:tes.
 

(h) Will grant be made to loan Yess. 
ecipient to pay all or any portion
 
of such differential as may exist
 
be.'-,)n U.S. and foreign-flag vessel
 

1...es?
 

rr 
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Sl'Wzniitzvrio de IDPLazificaatiOn y -(§PoLtic~a Erono'ma 

:anzam4, 23 oe riayo de 1974 

Nota N~o.3lO K'yP-iE 

Sehor
 
Alexander Firffer
 
Director de la Hisi6n UziAID en Panama"
 

E.S. D. 

Estirnado sehor Firfer:
 

Como es de su conocimiento, Te'cniC03 de nuesturo Gooiorio con
juntarne con perLion,-il de la rgncia pare el Desarrollo -Tnt'Lrn:I
cionz.l (H~ID), han 2ztza--o onalizando el rovirni2nto coo'Jer--i-tivo En 
Pan.:m.-', princip~.lm-nt.L an 1o rue a L'o-~arativa~s .*gro>2-cuEzri-s, de 

.'horo y GrL'dito y de tconSLJMO se refiere, ccn el propilo de dE!L.-z 
rro).lar un Frogr-.mc, da Financiarni=nto Luperativo, a trai?- d31 
cua2. el Liootierno podrfia apoyar las 3ctui'idooes de las cu~tlerativJas 

El prot ..ra podria proveer fondos de cr:"ditos dirin=idos 3 
sector rurul V orie~ntados hacia la produccio'n agricola, :~c~ 
dE pequenas emrsa desarrollo de inFraestructura, -cn:ra de 
a.~uipo V parD capiti de trabz!o. lualmentU aL- pro-Lctoa -rovaaJrl-
asistencia t;- a !Las federaciones cco:Erazivas v a su- f-'cnica de 
liadas en los campos g.erenciales-adrinlstratLjos v aniv=al del 
productor

~ iImnc Lie de ca~rocram-:- s2ria ]/.l,76.000 los 

leEt'duracion-Es y su3 ccororatlv:5s orroi /,2.Cvl
 
iunc:-~u esarrollo nLgroD22uarlo .,5,Ji l o~un n
 

'rzl ?/,LLVVh:%ncUn rnonto to-t-,l r-: 3/..,L-561 00 
ci6n loCPil. ua ll:a!vr-r ~dLEonte Fist,- -cv,h,I tu:timr'1odc V23ra L 
v uoo: endp fcirz-ileccr cl iovimiento -rssii iceljn 
.i/.3,D5GUJU iad.cowflA2; 3 in I-:cort.-ici-on lc 

http:Frogr-.mc
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Nora No.310 N-PyPE
 
.3 de mayo de 1974 2.
 

En vist: de lo anterior le estoy solicit :ndo fou'm:lmante un 
prestamo por la suma ce B/.5,05U,G00, parE los prop6oitos do -po-
Ver el movimiento coocerativo en Fansma. Este pr'stamo ser3 trans 
srirco al L.-t. el cual utilizra estos recursos pare los oro

p6sitos, anes descritos. 

m su vez el Lobierno de Panama, a traves de Fondos del Presu
puesto Nacional, del Banco de Desarrollo tA-4ropecuario v del mnovi
miunto cooirativo aooyaron al prci.r-ma con una suma i;imado en
U/. 3,656, OUU. 

,<',raoeciondo la atenci6n que le dispense a la presente, qu-do 
de usted, 

Atentamente, ,1 /! ,
 

Nicols )-rdito dUirlrtta ,
L 
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CERTIFICATION PURSUANT TO SECTION 611 
(e) OF THE

FOREIGN ASSISTANCE ACT OF 1961, 
AS AMENDED
 

I, Alexander Firfer, principal officer of the Agency for
International Development in Panama, having taken 
into account Pana
mals execution, utilization and maintenance of projects previously
financed by the 
United States, which I have personally observed
since October 1970, do hereby certify that Panama has the capabilities (in terms of human as 
well as financial resources) effectively
to maintain and utilize 
the capital assistance project for Cooperative Development which I am recommending for financing with a loan
 
of $8,050,000.
 

ALEXANDER FIRFER
 

DATE
 



[JNCIASS I lED 
AID-DLC/P-2042 
ANNEX IV 
Page 1 of 3
 

DRAFT
 
LOAN AUTHORIZATION
 

Provided~rom : 
 Alliance for Progress Funds
 
Panama: Cooperative Development Fund
 

Pursuant to 
the authority vested in the Deputy U.S. Coordinator,

Alliance for Progress,by 
the Foreign Assistance Act of 1961, as
amended, and the delegation of authority issued 
thereunder, I here-
Lj authorize the establishment of 
a loan pursuant to Part 1, Chapter
2, Title VI, Alliance for Progress, and Part 1, Chapter 1, 
Section
III, of said Act, to the Government of the Republic of Panama

("Borrower") of not 
to 
exceed eight million one hundred thousand
dollars ($8,100,000) for U.S. and less developed free-world and local
costs of goods and services required for the development of rural
cooperatives for credit, production and consumption. 
This loan will

be subject to 
the following terms and conditions:
 

1. Interest and Terms of Repayment 

Borrower shall repay the loan to 
the Agency for International
 
Development (A.I.D.) in United States Dollars within forty (40)years from the first disbursement under the loan, including a
 grace petiod of not to exceed ten 
(10) years. Borrower shall
 pay to A.I.D. in United States Dollars on the disbursed balance
 
of the loan interest of two percent (25) per annum during the
 
grace period and three perdent (3%) per annum thereafter. 

2. Conditions Preedent to Disbursement of Funds
 

a) Prior to the issuance of any commitment document or to 
any disbursement under the Loan, Borrower shall:
 

i) Establish a Coordinating Committee for administering 
the project, which has representation from the Ministry
of Agricultural Development, FEDPA, COAGRO, FECOPAN and


The Agricultural Development BanIk, Borrower shall furnish cmurrentation, in 
form and substance satisfactory to A.I.D.,
 
showing the planned functions of the coordinating

committee in coordinating loan project activities,

evaluating progress of 
the various components of the

Project, and for collecting baseline data 
to be used as
 
a basis for that evaluation.
 

ii) Furnish, in form and substance satisfactory to A.I.D.,

a time phased implementation plan for the technical 
assistance, which shall incli'de a schedule for the 
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counterpart funding to be contributed by the Borrower.
 

b) 	Prior to the issuance of any Commitment Document or to 
any disbursement under the Loan for other than technical 
assistance and supporting equipment, Borrower shall 
establish a Cooperative Revolving Loan Fund in the BDA,r 
Funds to be relent exclusively to COAGRO, FECPA, FEDCOPAN, 
and their affiliated cooperatives including Rural Credit
 
Unions. Borrower shall furnish, in form and substance
 
satisfactory to A.I.D., a statement as to the general
 
lending policies of the fund, 
the terms and conditions
 
upon which subloans will be made, and a time phased
 
implementation plan which shall include a schedule for
 
the 	counterpart funding to be contributed by the Borrower.
 

c) 	 Prior to the issuance of any Commitment document or to
 
any disbursement under the loan for an activity of
 
FEDPA or any of its affiliates, Borrower will furnish
 
in form and substance satisfactory to A.I.D., a state
ment of the lending policies and procedures to be
 
followed by FEDPA and a plan for obtaining the parti
cipation of an increasing number of lower income
 
farmers in this portion of the Project.
 

d) 	 Prior the issuance of any commitment document or to any
 
disbursement under the loan for relending by an affiliate
 
of COAGRO, BDA and AID shall agree upon a statement of
 
lending policies and procedures which will be used for
 
subloans to be made by COAGRO affiliates from Project
 
funds.
 

e) 	 Prior to the issuance of any commitment document or any
 
disbursement under the loan to finance infrastructure,
 
the Ministry of Agricultural Development shall furnish,
 
in form and substance satisfactory to A.I.D. and the
 
Coordinating Committee, a plan for the coordinated use
 
of such infrastructure between the various implementing
 
Agencies for this Pcoject.
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3. 	 Other Terms and Conditions 

a. Goods, services (except for ocean shipping) and marine 
insurance financed under the Loan shall have their source
 
and origin in Panama and countries included in AID
 
Geographic Code 941. Marine insurance may be financed
 
under the Loan only if 
it is obtained on a competitive
 
basis and mny claims thereunder are payable in freely
 
convertible currencies. Ocean shipping financed under
 
the Loan shall be procured in any country included in
 
AID Geographic Code 941.
 

b. 	United States dollars utilized under the Loan to Finance
 
local currency costs shall be made available pursuant to
 
procedures satisfactory co A.I.D.
 

c. 	Unless A.I.D. shall otherwise agree in writing Borrower
 
agrees to conduct, throughithe Coordinating Committee,
 
annual reviews with AID of Project progress.
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...",." : T 'i, ~*X OLLOWL POINT5 4"lTVULD ' 4VPL fP 

The GOP objectives In agriculture are geared to extending economic benefits 

to the lower portion of the rural economy. The lowest level i's addressed in the
 

subsidized collective settlements adcolonization programs. The cooperative
 

movement Is aimed at the next lowest level. (See Section 11 B 1).
 

* VIG4AG 'etOP iNYENj WY-TPH *tSPECY 10ui IYE. kROLE I THIFr.'PF. AT! VE 'OVEHEiT Uf 7O A" PR W LYkfO BE *DPF',N..., TE. 
sr~t(-1UerRED RFSULTS TN il HI rHLY CfNhTRALrZFQ l~7D EO .I'V,~N
WHYCH MAY RE APPROPRT'ATE DIJRYNIG THF-,MOVEM .W08 DEVE.LOPMENT P'HASE BiJ-1
NOT FOR' THE LONG;RUN. * 

The GOP has shown Its commitment'to an Independent cooperative movement by the 
derere to which it has allowed institutions to move independently as they
develop. FEDPA, th most experiencedorganization, has a yrat degree of 
Independence. COAGRO has been receivi.ng a critically needd le'l of support'otFAZE OEEJ HILIEDLFNf Ti RJ[':A Ri:.~ Lfrom the GOP in itsearly years and s maturing under this tutelage.i FECOPAN
 
will require GOP assistance for its early years as have the others. (See 
Sections III ai,
21,3)
 

lip 

1 
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FROM F'XTENs01ON F.pyCF. AS,81Z5 ANUE TO ., ,;1*'. , H M ,A SHOIJL,) FE 'Dr'T, Sr'u AL Y 

' . ,%Ql. F: 
Y'tr .F,:- '; TPIS; HA. n,4 THE R L F TF 

N ,H A,-0 AL V,!.T.H "fDERA IWHTh
"i:.;'i' V P OV IirS THI; . E VTCF) AND".,' H Ab'FTI.'iA '2flMEMi.R THEFR ,THE MFCHANISM FOR UB7AYT."NG AND PPuVIf[, 
Y.4a SH (,ln FE .CLEARLY SFT FORTH'. 
MIDA is making the TA available to the federations and primary cooperatives
on a grant basis.L 
 MIDA is also attaching the 60 extension agents to FEDPA
and COAGRO.
 

3 -AND rS 'TOHOLFSALF10'ASfrDTTI T H E FV .NTUALGOP GOAL 10 SERVE ATA, ,:W TH YH 'FEnERATIONS ,RE-1AILING": SAME rn THEIR
OF 

11LInERhr:NT COOPNS I'VF REVI.w SHOULD EXAMYNF (,I INrt CAt' qA%' WiTCH P',RAMG~t PP.OVr.,E4 FOR THE FFDEFRATTNi4 TO EVEIUAL y TAKt' OVER',.S RETATLING ROLE, 4 ,SU'MYNG FEnPA 
TO 

18 THE ONLY FEDLRATON PRESEN'jA?,LE RENiOFR .,rA THE PLANS SHOULnC BE RAN 
SHOw HOW COAgt,O ANO FECOPANSTRFNHtNE0 TO0THE ,POINT WHERE THEY TOo CAN 'RENDER TATO T.HEIR .M M ER]',COOps ./ .. ,....
 

MIDA Is bearing the bulk of the administrative costs of providing TA to the
federations and the cooperatives with the idea that the federations will
assume this function as 
they acquire the resources of skill and cash. (See
Sections 
II C 2 and III B 1).
 

4a ALL OF 'THF!NTEFSr'"RATE.SPREADS

nR THi, A_ SFNrE INVOLVED C FR PAGE F)OF SUCH SPREAD YN A CAUE 
WHERE A SPREAD I%41-1SEEM APPROPHYATEd 
5HOULD BK JUSTFYEDYHi TNSTYUTTONS XN TERMS OF OBJEt"Tr/,ES FG"AND PROGRAM

EluDEVELOPFD AND MADF 
COSTS, TF COAGRO Ah:t' FECoPr', ARE IoSEiYWSJSTATN1NG, THEY WILL NEED AN JNTER1.STSPREAO ON LOANV10 THEYR MMSBER COOPS. 

COAGRO and FECOPAN's financial self-sufficiency will be based on 
their
earnings from their wholesale operations. Interest rate spread will 
be
used for the sub-loans made by"FECOPAN and COAGRO affiliates. (See

Section II C 3 l)
 

'WE. rE OF HAVING COOP '{ " ........ '..
THE E 1CP'MEMBERS ON THE SVA z OARD nw r T..'SHOULD BE CONS-DERED.
 

Federation members will participate in BDA credit committees and will beCoil;ulted on lending policies. (See Sections 
I and III B 2). 

'F
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TK 1 PATE FRopn"sFD THEINTF'RFST STR(JCTURE 1A-0 TN V
 
APPEAi r 0 BE. Er I:IENT ;frn?1 A Ntllh''P OF TANI, NTS . I A A,±tC
 
P-Ni 'r ,. INTA.;L RATE- C END-Fn.PQWERS Md"T BE SE':' A'' A F
 
O'tH'CH O::,,L FNAbLt THit- CnOPERATIVE M"VINENT TO MAKF T.4 F ., "C 1;A P'V
 

R 17 1. FROM '. 70
iL.xANtE ON ONCE2'T:h0,N1AL BORPOWI.NG 
EFRjr C('I;5'C )A& 51IJl.ES F~r ;..ENDI.tfr :APITAL, E PP0Pc:'."-L1 

Pr.::r" RATF'F ", 7 H ' r'Nr) IT U 3 hS PPEAR5S .G $A"',',r,' 
' H7.. -' -,.F.etAS "'-'E q pF -r'' ':*" RATE F "0 FI.r.CP.',N 'NI) Ct:t',;i 

,u .FS !*JC''. % "7HF C LVTNNNEV"P ND,.Y, Rr,POS O y(:
L I4L~t CP EI 1 ,I ",:,, A Y',V ' :.AL.,. 1) T7 'I'O0N S KH.. L F S U6 -I.. n R R i P';.-. 

H.'VE I-: {'"T nN A..,O nE DFA -v.G W1T7 A COAGRO A FiLTATEf C(IP,.
1-1YLEH ,. . 'HERE GE HA TION 0.1A %/F EOSRAPh.YC- SEP 
XN. Y I I'H MYNYMYZFS THIS PROBILEM I 5 UNkFAi.,1'rWR' W)4,,S 
TO EYPrPT 7HA. T;4Ti SITUA-rN CAN CnlNT2MUPF, F7NA: LY( TH,": 
;*'\T',Z SYI.;R u R~L! $-ILt NOY 1I!;COURi.r. C:OPERA71ViE AFFYL,, 'T ON 

H' I 'r;,TOIQNS BY PERMITTING NON-AFrL.YATz COEPAI ]VE. TO 
(Ti TAIN LO.R INTFRFST RATES ON SJB-LOANS FROM BOA THAN FROM THE 
FEDERAT'I ONS. . ...... 

Interest rates, to. end-borrowers from FEDPA affiliates and COAGRO affiliates
 
will both be 12%., (See Section 11 C 3 a .
 

.. 
• ' "-7 " "'?"t .'. : , ,,r. ,-,, . . ,. *, ,, ' "':"r ... ..... '.. ... .. 

R, ASSI.IMYNG AN',Ar)EUATE TNTEREST RATE STRUCTUREj IT WOULD
 
APPEAR THEN THAT FEDPA AND (OAGRn COULD PROVMIE MUTUAL SUPPORT
 
YN A NtUMIER OF. WAYS ( AN INnIVIOUAL FARHMEP MIGHY BORROW FROM
 
- PErlPA MEMBFR COOP tREDYT UN!ON AND PURCHASE ,EED AT A CUAGR
 

MFMOER C(n0P STORF)' THE TN''ENSYVF PEVIEW SHOULD EXAMXNF THIVS
 
POTENTTAL RET.ATONSHIP CLOSELY AND nEMUNSTRATF HOW 1T COULD bE
 
FURTHEPEO .
 

i, ONE POSSRILITY WfL.UD 8E TO .ENCOURAGE C-?LOAYI.ON OF FLDIA
 
AN6 C0,GRO FACTLTTE-S YN SOME OR AL.6 NURAL AP':Abt.
 

. A MM~iRF ORASTIC ,4DLUYION MYGHT BE 14ERGER T THE T16
 
FEDERATi0th 7N WHOLE OR YN PART,
 

', i;: INSTEAD, YT WNRF PO NO O;'.OESXRA!ZE 70 HAVE :[,,RO 
nR ITS 'PEP fOOP .RnVYD-(" CREOY. [L PURh AT YT, M';HbEl 0 1r.. 
:TrnRE, ', ANAI YAIS WOOLn HE REQUIPEO TO DEKNS'5RATE lOU Cr3A.;[ 

rDOIiLD Pv. bROUIGHT ,0 T1HE Pol-NY :WHER1 11 HAS T;m, CAPAbYL.W"Y OF ",' 
FURNISH ]NG CREnlT, . .,,...'.:,. :-:•, . 

Cooperation among the federations Is acknowledged as a necessary operating
 
principle. MIDA.has agreed with this principle and Ihas proposed a
 
confederation of: all of the federations to assure thfis cooperation.
 
(See Sections I and III C 4).
 

f( 
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!; " .' T0Ni fli- FECOPAN,' W;TH :ALL YTS RAMIFA 'AT.'. .n;UN.SL"'N" ' . ,"AMY . IN ;'TENS.V REVIEW, N NAI., .N UiJ'! .. .. 1 .U' ~ 7 VP$ Ii: . -. N fr. -: S S F UL ONL Y WHERE T 4NpDW1 HA AI-''. ;I 

c'L.L . . IL '" "ij, TEST HAS BIEN TH JF,P Ab ". '; Y I ,2 ii
'r T i. 11 , 
 A4TE - .^ATFlO S7',' .ESWXYHOUT r,0VERNMaNT SUHI . . Y' . ~' v" , fA& ....r'.-W NT ANM* :F 
,~~'~Ej', I .,Nr $I4UND ;; r;' RE K" AWN r:.jVF.RNMEN'- U..i. MiURMjT ;)" '"flY., WI1'";'
NOl(' ' , ,rULD L'AN r YO ENCOURAGE. THU40 W-. ,LUNC1I.. 

T"
 

." £V,' .. 1 1.... . .. .. TDi,1 N -cc) 1C.. , , O T A 
OF 

. 
%T I AIL IA . ' 1.,;A,7.

ASPAECTS Ci;ui 14'ILL A.#. 

C,., ,OC4. . T - Pi C1, Y PA V"D10 I CAPITAL FOR IF.." 

~;,T ,,1,, xS rO 1::C£x" Ohs A A 1TIOUS4TAR AFIN I" L , CQiC1 .;'. , .< a/I,;Z.A ;' 
:c C93iT'::ATl V$ DVZLO,, T}:. GROU? AS' WELL' F II.. I',C. T :'. . ,Y ,CILLY, BUT 'II,''.,T f TO "•'~1 AI 3F.. G THZ .... cA~eIS E1 ; T C , .-N, ZiI THAT C ' 'Al) .",_ .D .1 T K. PR JCT TiC iLL I.: ... S11017 'Di F.T;Wi'.*R, ,421) FZ-CCt,;.IS POT'.":.'LLY


VIAel V1IT rI" T - ' gNVz.'' r,,,vas pc.-cr 
 ." Cl.DiTE. UNION A0TO AC.CULT 4'Z C,.,KC.R14.ZVZCC,PA' IS DESCR IbED IN T?: 13MR AS 'ZDZiATI.WS, "W'12RYO00IC"), 

The GOP has agreed to increase its Input;to the working capital
FECOPAN, 
The reduced AID loan component for infrastructure, the 
for'
 

coordination with COAGRO and FRIGOIIDA give reasonable prospects for
FECOPAN to perform a valuable service in rural 
Panama. (See Sections
 
I and III C 3).
 

2. TX'": 0uL LIE A ZXAPI NAI71
" .' ?a PT 3L , T4 .": ,'... -.-' 

CA,?IO .. Ec A. iO"" OF 1-.DSOCLUTE SH04NM.,. OF S.. .,,-,,Z ...... ,UA CO T.I0 1,4LRRIX0A; . ,'.AD, 

The problem to be'addressed by FECOPAN is the reduction of the
costs of consumer. ltem and.
d basic..fopdistaff s In rural 
areas.
 
(See Section 11-1C 3)o.
 

i--40 6,46AD -.DAL.,-:06 f ;A5T :,,:,- A C CA,It k.037 . OF, FOOL) J OFFS .. ,, ' . . . ,. ,a..'.. " ,..., ,,i .. FUL Uj 1'l' . . ,,,/. " 

Tho rural membership of FECOPAN affiliates are clearly in thetarget group - 60%, have a per capita 'income of less' than $300,

85% less than $400. (See Sect ion III C 3).
 

http:ZDZiATI.WS
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4. ... " J, 	 I ON. A TO I2Y I i'.;" IR "E 'V" AS!,., ' ':9 PARTLY 
Z ,.)D C0.Ui,2fl3 OV.I WUrAl F P,6.,t ,.4. O " 

.. ' .. tZ R,,- - ,.o... .. 	 .. 

FECOPAN's membership. Is currently 58% rural and its basic reason for
 
creation and its basis for GOP support Is Its rural motivation. The
 
loan will be used exclusively for strengthening FECOPAN's rural
 
delivery ability. (See Section III C 3).
 

'S OP ,; " .: .: ,' - -,r.., ... 	 .. :' 

. . . .. . A -'T 	 i :L
~........".. ............................
 
"..: 	 n: . ~... 

FECOPAN's origins are in support of genuinely cooperative stores.
 
(See Section Iii C 3).
 

.. :1 ,,Y ' : "'. . ..
. 4 ........,..LY/ ir, A(,i liI u,,0 .) ;.;". CA,:I:FL LLY EX:;. ,Z I", ;.:°,
 
,' 	 .f .A.C-L , HVrI!;;&.a I" j 'AUL. FA,+. - . .. HAL 	 OF A 

jAv owrovi 	 DOL S' OIri'ov D.OV-R 	 Io: ... , Ar ,'r IORTH Of 	 OVER D"L 5 1, . A,D TiAt" ? PO.1'i " " 
-"-C~ ; LESS TH,,' HALF C- i* ,L',? "'P" . " !F%'. 


TO " " I"A 1 'tW . ... .... 'Ui.. AV.. .
t.L 	 T" AVAIL Y ,;SLV:SS OFOl2c. "..."' c TTIS

L.....'I
FOR ~D A:;D 	r-i/,."u'l~ ~ ,.....T .iiL~ ~ DB~fOL CD $2: T..L~;q '*"0 .;.VO'P, .O:.;!. 

t (;L OAEr 

Per capita annIal income of the target group of the loan is $250.
 
The cooperative movement appears ic be the most practical source
 
of credit to the poor farmer. (See section II B 3).
 

C. i%,, 'l, I ,',I ,. 

'~".,,,;LD Ir'iV~X 6.: FI. , ;I 	 C;IATL '"m T',ELIT7' Or '.. ." " :''", ".1, - ., ""~C.' lITO 	 , "T 

Nt~nt tf th odrn lon$ will be permitted to use the loan for
 
r r dl r~ct y henofiLt i g thelr urban member coops. (See
 
S IcIIIn I),
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,1N."I 11Y 1A t 

€ . . - ,-,-I?.. Z.,'''' O:. .} OR ' T .' ' I. 2 TLoan funds will 
not be used for acqui'sition by indivi duals of
shares in coops. (See Section If C 2).
 

..... "i" " '! 

Loan funds will 
not be used to finance consumer grocery purchase.

(See Section 11 C 2).
 

T -.-'.).. S-,,CTS OF C",.M, ALL PJZC7 STR WILL QU..C'Ub, . II 

,ANC "I PLANI,,. .: AL CALLS F; A0.:i. S I T S ) a 

FOR AK1"i 3 TIHaIR A."SISIArXC' %VAXLtj'!L' TO EThi) uv;mS~D 
i;COOT, JAO~OPb$S,30-1 A . , . ,R, . ..,..r" 

The 60 agronomists will be Incremental to 
the extent feasible. Some
 
agronomists currently assigned to 
lower priority efforts Will be

reassigned to the cooperative effort. All will 
be assigned to the
 
Federations, (See Sections I and-Ill.B 1).
 

."T , A.. ... GCPGP. TI1-Z' LOAN ,-%xbuLD.cvaw OTflIDEOZRAL1"01(,,A'ZG'SOF":"ii"XNACrI;o:dG' TRCTREOF LLR'9~T:: i 

The loan does ijot pay for GOP extension service salaries.
 
(See Section IIC 2).
 

TH-Iyz- ATI::s IIIC ~'T AitLcADU' LE: T;: L .
~U;?I~r..C~0~. U7.~LI: 72.-zNsPY.:,;c - 6%.., 
I ,D ,, . . 

Financial analyspes 
are included as Section 
Ill F.
 



1;: :1 

A'N '1 , 

'
4a A MECHANISM FOR GATHERING BAS.LTNF DATA ANtU ttA/,-UAT,' tr*
 
fESIGN AND FTNANCING OF THE PRMAJFC SHOULD t! FU7L.T-YN '.UM
 
7HP YNOEPTION.
 

' 
A PART O TMH FVALIIATInN PQOCE,8 SHOULD HE AN ANNUAL :1IJEL1
 
REVIEW INCLUDING THE GOP AtENC!ES# COOPERATIVE PFDFRAT'Ui,-. mNU
 
REPRE8ENTAYIVE INDYVYDIJAL COMPS,
 

A ,uechani,m lor the ",,, (lta a l ,va'lli,-i. ti n:ol let ti tI ',aseline 


is included as Sec ion IV h t.
 

G, THE USAID SHOI!LD ATTEMPT TO OBTAIN A GREATER L.lhCAL nIRF.tr
 
CONTRIBUTION WYTHOUT CAUSING WITHDRAWAL OF THE GOP GFFFR TO
 
CAPITA4.I. THE SYSTEM YNDOTRECTLY BY MAKING PRINCIPAL RFPAYMEN"'.- r'!.'

F 

GENERAL. PEVCNUV'O THYS ACDDYY ONAL HOOT COUNTRY INPUT MIGHT TAAE 
YHF FOPM OF' A GOP CASH 
CONTPIBUTON TO TH' LENDYNG FUND PURHAPS LIN(ED TO FECOPAN,5 
WOPKTNG (4APITAL RQa)UYREMFNT8 DYSCUSSED EARLIER, ALSO. ANY GOP 

rADINISTRAY 1E f P' NRES CLAIMED AS PART OF THEIR CONTRIBUTION MLIS 
SE SHOWN TO0'OG RVLATFD TO PROJECT% 

GOP contribution has heen increased in the area of cash for FECOPAN
 

workinq capital. (See Sections I and I, C).
 

H, IN VIFW OF THE FACT THI LOAN WILL GRFATLY STRENGTHEN THE
 
ENTIqE PANAMANYAN COOPERATTVE MOVEMENT% INCLUDING THIF THREE
 
FeOERATInNSo THE GOP SHOULn BE ASK.:U 7O GUARANTY THE PREVIOUS FEDPA
 
LQN (037), AID WOULD BE WYLLING TO TWOmSTEP LOAN M37 TF THE GOP
 
'SO DES!RES
 

fespi te elforts to obtain a guaranty of' the fujlly disbursed
 
0-3/ loan. the GOP1has not a reed.
 

IQ THE; CAP SHOULIm CONTAIN UsAIlgs rOMMENTS ON THE EXTENT AND
 

EMOENtE OF C-OP COMMYTMENy TO EACH ELEMENT OF THE PROPOSED PPOG,'--A
 

The GOP has repeatedly eviOd'iinced its suipport of each oi the loan
 
seqments. (See Section II A 2).
 

3, PLEASE DESCRI E IN THF CAP RELATIONSH IP BETWEEN PROPOSED LOAN
 

PROJE~t ANO EXTSTING OR CONTOMPLATFD GRANT TA PROJECTS.
 

Oily a sma I I port ion of tie oA Iat ed in the proj ect wi 11(,i (lp 

I,i auc l I,, rant. (See ,,. cm , I 3 and III C I, and 



Annex A 
TABLE 1 

AGR: CULTUIAL CEVELP !ENT BANK 103 1" 

(inTnousancs of $ ) 
ATLAL 

PROJECTED 

17193 1974 13 96 17 98 17 981 1982 1933 
Asse-s 

Curre,:. Assets:Cash 
Reccivables 
Less: Reserve 

inver ories 
for Ead Ceats 

2,174 
18,327 
(1,306) 

17 

19,212 

3,055 
20,582 
(1,329) 

i3 

22,121 

?.63 
26,751 
(1,232) 

15 

23,152 

2,51 
30,0'54 
(l.57:) 

I 

2.557 
32,322 
(1,342) 

33,550 

2.563 
34,714 
(1,378) 

133j 

35,912 

2,570 
32,616 
(1.325) 

13 

3387 

2,628 
31.529 
(1,327) 

17 

33.247 

2.639 
32.170 
(1.343) 

13 

3347 

2,660 
30,495 
(1,360) 
j1 

31.808 

2,687 
31.145 
0,364) 

32,481 

2,753 
31,418 
(1,410) 

13 

32.77L. 
Dthar Asset,:Plant rccer:y 1 Equ;;>.ent 

Others-.. 
Other s 

Toral Assets 

3,143 
1,949 
252 

5,344 

2E4556 

3,233 
109 

4 

3.1Z-0 2,j8 
132 3 
23 

3j_511 3'15'. 
3.336753 +14 

2,827 
139 

2,671 
139 

2Q4 

2,905 2,749 
139 ;39 
8.238 24
j7628 3.2 

3,282 3,7 

2,593 
139 

242 

3.5 

2,437 
139 

2.619 
3.2 

2,281 
139 

2663 
~ ~ 

2.125 
139 

2.513 
.o 

Liabilities & Capital 
Current Liab;i Ues:Loans Paiaoie - Current 

Interest Payable 
ods Payable 

Other Payables 

542 
105 
2 2023 
20 

1,6 

382 
112 

889 

550 
49 

209 
162 

970 

82: 

20 

I 

833 

4!,49 
209 
137 

-T 1b3 

543 

49 
209 
136 

33-7 

1,229 

49 
209 
138 

764 

49 
209 

136 

953 

49 
209 

289 

49 
209 
6 

291 

49 
2U9 
4 

68355 

163 

49 
209 
136__D_ 

'orq TermDeLosLiabilities:its 
Loans Payable - Long Term 
Ba Payable 
Due To Other Governm-ent Agencies 
Other Liabilities 

107 
7.759 

2,585 
2,028 

- -

97 
7,767 

2,395 
4,517 
1,872 

732 
-

2.167 
4,059 

-

62C. 

1,S5& 
3,46C 

639 
_ 

1,743 
2,859 

-

678 

1,539 
2,175 

707 

1,330 
1,184 

685 
6 

1.121 
675 
675 

682 
6 

911 
-

720 
7 

702 
-

706 
7 

493 

710 
710 

284 

-

Total Liabilities 
12,479 

13,541 

1664 

17 537 

6,958 

77 
546 

6,474 

432 

,729 

j 

4 4 

8 
1593 

3,639 

104 

2 

.g1,994 

1 1,551 

Capital:Capital 
Reserves Cdit to prior years 

9.633 
1,275 

9.247 
650 

22,384 
1,250 

22,38L 
2,77! 

22,38 
3,119 

22,334 
2,453 

22,384 
1,483 

22,38 
1,157 

22,334 
2,650 

22,364 
1,696 

22,31 
2,364 

22,34 
2,773 

Profit or (Loss) for period 
Contribution from GIDA 
Contribution fro GOP - Coop. Loan Fundro t a l C a p i t al " 

107 
-

1 0 1 

( d3) 
-

(434) 
535 
-

227 
535 

i 

389 
535 

3 8 5 2 

609 
535 
,52 

658 
535 

7,250-.~ _ 9 

610 
535 

7,250 __,7 __ 

691 
535 

7,250 __,5 1 o 

657 
535 

7,25C _____ 

729 
535 

725 

794 
535 

7 250 

Total Liabilities C apital 24.S56 I 

23735 

31!,663 

271 

3,751 

3027 33~,231 

J3 e&O6 

32,310 

1 

3276 D~i% 
36.45 

32,522 

352 

33.262 

3544 

D,1 

35237 



Anne* A
 

TABLE 2 
AGRICULTURAL DEVELOPMENT BANK 

INCCME STATEMENT 

( In Thousands of $ 

ACTUAL 
PROJECTED 

I cm:1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 92.2I 

Interest Received 
Other Income 

603 
610 

$661 

570 

601 

',383 
30 

1j513 

1,556 
78 

63 

1,707 
86 

1,793 

1.918 
95 

2.013 

3,933 
106 

2.03 

1,945 
118 

2C63 

2,061 
1310 

2.5 

2,073 

2.3310.6 

2,185 
152 

2,3(7 
13 

Expen~ses:Salaries 
Interest Expense 
Depreciation and Amortization 
General Operating Expenses 
Other Expenses 

In,:oe (Loss) from Operations 

646 
121 
85 

202 
26 

1 00-
(419) 

787 
113 
107 
232 

.33 
1272 

(671) 

1,837 
314 
220 
660 
4 

Ea08 

(1,567) 

1,96: 
283 
22 

726 
15 

3.007 

(_. ) 

1.999 
226 
22 

798 
0 

3.064 

( 7 

2,057 
227 
22 

805 
. 

(.,11 

2,100 
203 
22 
814 

319 20 

2a~ 

(1122) 

_ 

2,163 
211 
22 

820 
17 

LM 

(2 

.9 

2,258 
219 
22 

828 
14 

=~j.43 

(3,49) 

,1 

2,337 
213 
22 

836 
12 

.23 

0207) 

,3 

2,431 
201 
22 

842 
32 

350 

(1,171 

2,523 
206 
22 

12 

().2 

Other Inco-)e and Expenses:I port Differencial 
rental Income 

Less: Real Estate Costs 
Sales of Land and Houses 

Less: Cost of Sales 

Incom.e from Transfer of Property 

Net Income (Loss) 

Central Government Subsidy 

-
229 
(71) 
187 

(169) 

-1i2iz 
16588 

(243) 

350 

401 
214 
(55) 
141 

(113) 
-

-

(83) 

-
75 
(99) 
325 
(260) 
-
-, 

41 
(1,526) 

10 

-
--
-
--

4O0
: 
--U~ 
(973) 

1.200 

-
400

400 3 

(871) 

1.260 

-. 
400
_C4 0 

(711) 

1,320 

_ 
_ 
-

400 
_ 40 0 

5 - t 
(722) 

1,380 

-

400 
4 0 

- 0 
(770) 

380 

-

4 G 
4o_0 0 

-03-0400 
(749) 

-

GO 
40 0 
___m 

(807) 

1 464 

4OG 
00 

(771) 

1.500 

43 

4) 0 
C 

742) 

!%rh 
Net 107 (33) (434) 227 389 609 6586W91j72_ 
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TABLE 3 

ACTUAL 

1973 

AGRICULTURE DEVELOPMENT BANK 
CASH FLOW 

(In Thousands of $ 

1974 1975 1976 1977 

PROJECTED 

1978 1975 1980 1981 

* C? 
-

1982 

1. D 
. 

19Z3 

Sec- -asNet l':-e ioss) 
d:ereta:,on 

V FreaseIn Accrued Expenses
asI:A~a;.a~e From Gerations 

S -:oa1 Frm D 

: z2-itor,s From IDA 

n From GOP Coop. Loan Fund 
:'rease in Zapital
Sate of vestents 
Cis;osal of Other Assets 
Increase In Debits to Other Agencies 
Increase In Other Liabilities 
Increase In Deposits 

2,174 
( 83) 

107 

7 
31 

2,205 

-
256 
152 

2,489 
1872 
1,872 

3,55 
( 434) 

220 
.) 

277 

2-7 

13,137 
1554-

1 

2,618 
227 
22 

-

4535 
-

138 
270 
.270 

2,516 
389 
22 

411 
2.927 

_ 

134 
1 
i5 
15 

2.557 
609 
22 

631 
3188 

-
3 

-

134 
1 
i0 
10 

2.563 

658 
22 

68632 
3,243 

---

-

-

2,045
2,4

288 
288 

2,57C, 

610 
22 

3,202 

-

823 
82 

-

2.62 

691 
22 

-

713 
3,341 

-

-

138 
8189 

19--

2.639 

657 
22 

679 
3,318 

-

1822 

ij 9 
729 
22 

j 
3,411 

-

-

134 
32 
-

2.6E7 

794 
22 

816 
3,503 

2 
4 

% ral asi Awaieable 4 39 29 3 32 

Pay-ent of Loans Payable 
RefTnd of Deposits 
Pa, ent of Bonds Due 

Recuotion In Capital
Ieserve Trans fers 
Increase In Receivables 
Purchase o; Property & Equipment
Pay-ent of Debts to Other Agencies 

Pa'yment of Other LiabilitiesIncrease In Other Assets 

Total Cash Applied 

152 
10 

190 

386 
732 

2,232 
197 

-

20 

. 

7,599 
-

227 

. 
( 683) 
6.266 

127 
458 

1,872 
156 

6 

-"-
103 
210 

. 
(1,959) 
3,003 

-
599 
27991 
-5 

J 

-
210 

( 117) 
2.458 

-
601 

J 

209 

1.055 
2,356 

684 

2 

j 

-

209 

1,579 
-

90675 

.23 

-

465
224

209 

184 
-

509 
8 

± 

2i0 

( 83) 

220 

4 
2 

664 
229 

209 

1,645 

2 518 

209 

(II) 

646 

-

2 
860 

209 

320 
227 

6 
6 

C s (E d n )3 055 2 618 26516 _ jJ5 j _ Z 2 57 _2628 2.69 2660 2 8L72. 5 



Annex A 

FEDERATION OF CREDIT COOPc:RATIVES OF PANAMA 
TABLE 4 

BALANCE SHEET . o f 1? 

(In Thousands ,,f $) 

-sze:s Jmzi 
A c t u a I 

j37 1M 1974 j7s 97 6 
P r ,

j7 
c ted 
1978 1975 1981 1982 1583 

Curren: Asse-s 
Cu s s 
C.e-:ra :s - Centralized Credit 
- or _: :_Mts 

Lcans ,; eia le - Net 
Ct~er ; ce; able 

P.z3,s. r;erses 
Total :_rrtrt Assets 

127 

-
345 

8 

3 
I 

484 

601 

96 
627 

II 

2 
I 

=5 

1,030 

158 
511 
4 

3 
1 

1.707 

238 

200 
524 
3 

3 
-~3 

971 

93 

200 
952 
3 

3 

1.25 

333 

200 
1,235 

3 

4 
3 

1 77 

435 

2'0 
1.6'14 

3 

4 

2339 
-

224 

250 
1,527 

3 

4 
3 

2201l 

2G8 

250 
1.871 

4 

5 
- 3 

2341 

321 

250 
,76C 

4 

5 
3 

3-

200 

250 
1.751 

4 

6 
J 3 

2,214 

288 

250 
1.859 

4 

6 
~ 33 

340 

250 
1.907 

4 

6 

2,510 

Ot-e- fss e.: 

Lcn S Te-,- Loans Receivable-Net 
Accrjmt- eceivable - Others 
DOfe:rec :ssets - Net 
1cta) Ot'er Assets 

Prcpet/. Plant & Equipment - Net 

Tcta! PA55ets 

I-est.ents1 12 
312 406 

- 14 

- -
313 432 

57 19 

854 .2 

13 
413 

-

-. 
_31 

119 

2.257 

13 
1,209 

-

. 
1,227 

111 

2,309 

15 
1,231 

-

4 
1,250 

103 

2.607 

15 
1.423 

-

. 
J1.442 

102 

=.22 

17 
1,714 

-

* j 
.7' 

_]) 

4.1; 

17 
2,206 

-

3 
2,226 

92 

4. 

18 
2,012 

-

2 
2.032? 

83 

4 456 

19 
2.173 

-

2 
2j 

81 

4.618 

21 
2.532 

-

1. 
2. 

71 

4812 

22 
2,574 

-

2.9 

62 

5.0 

23 
2.776 

-

-
2.9 

6_G 

536 

Lii;l;ties & Members Equity 
Curr-.: Liabilities: 

Loan Payable - Current 

C-:1rai;zed Credit Union Deposits 
PCtsFayable- Others 

L;::-r.=L iailities 
:,ta;C.-rent Liabilities 

Ot'er L~abilities: 

51 

30rraft30 
138 
33 

-
252 

-
79 
20 
-

99 

-

-

86 
I 

1 
101 

-
94 
1 

95 

-
-

99 
1 
-

100 

-
10. 

1 

105 

3 

-
1)7 

1 
-
5 

103 

-
109 

I 

213 
-

103 

-
110 
2 

215 

103 

-
11 
2 

216 

186 

-
112 
2 

300 

186 

-
113 
2 
-

186 

114 
2 

21 

Ltcal Peserves 
L,an Payable 
GOher Liabilities 
Total Gther Liabilities 

-
500 

5 
505 

-

1.522 
5 

1527 

-

1,900 
5 

1,905 

-
1,900 

1'90 

-

2.100 

2,100 

-
2,700 

2.700 

3.34) 
-

,3-

19 

3.246 

. 

55 

3,143 
-

3 

95 

3,040 

2 

143 

2,854 
-

2,7 

207 

2.668 
-

2.875 

284 
2.-82 

-
2.7c6 

Mec:.ers Equjity:
Crtificates of Membership
0..jnions AID 

Genr...l Operating Fund 
Total Members Equity 

Tt.,,l Liabilittes & Members Equity 

102 
27 

125 
(32) 

97 

8 

166 
27 
193 
(30) 
163 

1.789 

235 
27 

262 
(IL) 
251 

2.257 

327 430 
2 2 

354 457 
(400)(0) 
314 407 

2.309 2607 

531 
_ 727 
558 

_41) 
517 

3322 

670 
272Z 

657 
11) 

6685 

_ 

789 
27 

816 
___j 

4 2 

915 
27 

942 
101 

. 

446 

1,065 
2 

1.092 
175 

I.267 

1,249 
27 

1.276 
266 

1542 

4,89 

1.481 
27 

1,508 
852 

1.i8_, 

5 66 

1.7-A6 
27 

1.773 



Annex A 
FEDERATION OF CREDIT COCPE ATIVES 

INCOME STATEMENT(IN THOUSANDS OF $) 

OF PANAM 
TABLE 

5 12 'a-a: 

Gross Income From Operations: 
Interest Income 
Annual Dues 
'-.cconting Services 
Cthtr 

Total Operating Income 

1971 

27 
14 
4 
2 

47138 

1972 

113 
15 
6 
4 

ACTUAL 

1973 

140 
20 
7 
3 

170 

1974 

168 
27 
9 
16 

220 

1975 

.194 
30 
10 
29 

263 

197i 

235 
36 
13 
23 

310 

1977 

292 
43 
Il 
31 

37 

PROJECTED 

1978 

342 
50 
ii 
34 

43 

1979 

365 
68 
12 
37 

482 

1980 

374 
78 
12 
37 

501 

1981 

392 
90 
12 
39 

1982 

424 
100 
13 
42 

579 

1983 

450 
113 
13 
44 

620 
OperatinS Expenses:

Personnel Costs 
Interest Expenses 
Other 

Total Operating Expenses 

Income From Operations 

44 
11 
51 

106 

9) ) 

58 
27 
56 

141 

73 
34 
54 

161 

9 

102 
38 

113 

253 

33) 

107 
43 
127 

277 

.(14) 

122 
63 
12 3 

30; 

5 

128 
105 
118 

351 

26 

134 
130 
113 

377 

60 

141 
127 
117 

385 

148 
124 
121 

393 

108 

156 
121 
123 

400 

133 

163 
114 
125 

402 

12 

772 
107 
127 

406 

Other Income: 
Subsidy AID 
Subsidy MIDA 

EisceMlaneous 

Total Other 

Sincome 

income 

21 
5 

1 

2/7 

-
4 

5 

_ 

-
3 

6 4 

4 

-
-

4 

4 

4 

-
-

44 

-

4 

-

5 

-
-

021 

5 

-
--

6 

6 

-

6 

6 

-

6 

6 

-

6 

6 

NET INCOME (LOSS) 2) 2 18 J~ 0 165 102 11 139 ___8320 



Annex A 
FEDERATION OF CAEDIT COOPERATIVES OF PANAMA Table 6 

CASH FLOW of12PE 
(In Thousands of $) 

ACTUAL PROJECTED 

Cash(Beginning) 

Net income (Loss) 
Add: Depreciation 

Increase in Accrued Expenses 

127 

2 
4 

-

1973 

601 

19 
3 

14 

1974 

1,030 

(29) 
8 

-

79721975 

238 

(10) 
8 
. 

1976 

93 

9 
9 
. 

1977 

333 

30 
9 
. 

1978 

435 

65 
9 
. 

1979 

224 

102 
9 
-

• 

1980 

208 

114 
10 
.... 

1981 

321 

139 
10 

1982 

200 

183 
10 

1983 

288 

220 
10 

Cash Available from Operations 
Sub-Total 

Decrease in Otner Receivables 
Increase in Central Deposits 
Proceeds A.I.D. Loan 
Proceeds from Membership Certificates 
Sales of Assets 
Repaynent of Loans Receivable 

Total Cash Available 

6 
13 

-
1,022 

64 
34 

369 

1,622 

36 
637 

-
7 

378 
69 

883 

1,974 

-

(21) 
1.009 

I 
8 
-

92 

525 

1,635 

-

(2) 
236 

I 
5 

200 
103 

825 

1,370 

-

18 
1i1 
-
5 

600 
101 

1.100 

1,917 

-

39 
372 

I 
3 

700 
139 

1,400 

2,615 

-

74 
50-9 
-
2 
-

119 

1,500 

2,130 

-

111 
33-5 
2 
i 
-

126 

1,900 

2,364 

124 
332 

-
1 

150 
-

2,000 

2,433 

-

149 
47-

I 

184 
-

2,100 

2,756 

193 
353 

-
1 

-
232 
-

2,100 

2,726 

230 
5-8 

1 
-

265 
-

2,200 

2,984 

Cash Applied:
Loans Made 
Increase in Accts. 
Investments 
Other 
Decrease in Central Deposits 
Decrease in Accts. Payable 
Loan Principle Repayments 
Purchase of Assets 
Increase in Overdrafts 
Increase in Prepaid Expenses 
Decrease in Other Liabilities 

745 
113 
Il 
(I) 
59 
13 
81 
-

-

774 
41 
1 
6 
-...... 

19 
-

103 
-

1,334 
-
--

.....

-

42 
2 

19 

1,275 
-
2 

-
-
-
_ 

-

',575 

-

9 

-

-
2,120 

2 

-
8 

50 
. 

1.855 
-
-

51 

2,050 
-
1 
2 

103 
-

-

2,050 
-
I 

-

103 
8 

-
. 

-

2,450 
-
2 
1 

103 
-

-
. 

-

2,250 
-
I 

-

185 
2 

-

-

2,450 
-

1 

-

186 
7 

-
. 

-
Total Cash Applied 

Cash(Ending) 

021 

601 

. 4 

1&030 

L 

238 93 

15 

333 

2 1 80 

435 

1.906 

224 

2155 

208 

2,162 

321 

22,438 

200 288 

2,644 

340 
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FEDERATION OF AGRiCULLURE COOPERATIVES TABLE 7 

BALANCE SHEET 7 Of 12 - :' 

4's~ 

ActLal 

Eaf 1974 

(In Thousancs of $ ) 

Pro iec t e d 

j31i~2..2 I978 1.22 Iq80 198, 1982 2C83 

C65-N tes Receivable 
Accoi.nts Receivable 
Azco:s Receivable Saving Certif. 
Ir:crest Receivable 

7!!C-rrent AssetsP-c rzf P:ant & Ecuipment 

C r -rSsezs: 

T:e n,:iSecurity Deposits 

Prcpaid -Pe-sesTotal Ct-er Assets 

Tc.j Assets 

Liaile,i .I Rseres & Capital 
Cl-rrent liaailities 

0-3k Overdraft 
Notes Paitle 
Discounted Accounts Receivable 
Leans Payatle 
Acounts Pa)able 
Interest Payable 

Tctal Current Liabilities 
Ot ! - Liabilities 

7 ,
zterreo Dividends Payable* 

Loans Payable 

Ctlei Liabilities
Total Other Liabilities 

Total Liabilities
Capital 

Certificates of Membership 
L* .a, Reserves 
Donations 

ketained Earnings (Deficit) 
To ta l Cap ita l 

lotal Liabilities. Reserves & Capital 

8
200 
19 
-
8 

66 

II 
-

II --

201 

0___ 
202l 

107 

-
185 

-

292 

200 

222 

494 

1 
2 
9 

-

11 
91 

106 
10 

l!8 
3~iL-0 
12 
1 
I 

201 

__ 

202 

55.3L 

193 
69 

25 
153 

24 
454 

175 

2177 

61 

17 
2 
8 

(106) 
7) 

52 

35 
7 

716 
20 
6 

185S 
i6 l ~ 

256 
_ 

24--

400 

0 
40S_ 

'255!z8 

8 
1,176 

-
976 
751 

31 
2.942 

-
400 

2402 

ja 

28 
2 

32 

(11) 
4)1 

1294 

173 610 464 - - -
1.320 1.570 1.550 

25 30 35 
42 

1,7S -2- L-0 
33: ? 4.2 L256 356 556 

30ction30 60 32 
226 206 464 

400 500 )50 

5 55~ - 5405 
405__ 505 55 

394 S.02 

-

-1.764 3,000 2.00 
- -

781 -
700 670 700 
15 8 

3.260 3.681 

52 156 ;63 
300 400 ;50 

,*5 C. -..5.5357 _1j21-

56 _L4 
_ 3 

145 375 E-16 
115 340 572 
64 64 64 

- - - -
_ 

1_241 5.022 5ij 

370 
-

1.730 
40 

-

~2.330 
L2i 

556 
124 

432 

850 

5'-5 

*855 

56-Z 

-

2.000 
-

740 

4 
2.44 

392 
675 

I~ C73.2 

916 
851 
64 
-

T 

5647 

-

376 

1.820 
45 

22,1S 
4.571 

530 
144 
3 

950 

955 

S.1 
--

1.500 

-
780 

-
-2280 

543 
570 

58 
jJ1 

1.273 
1,177 

64 
-

"5 4: 

5.912 

959 

1,910 
50 

-

2440 
5.35 
498 
146 

= 2 

500 

5 

505 

6.1 
-

900 

-
820 

-
17207 0 

715 
465 

I.IB_ 

2.905276 
2,905 

1.698 
1.549 

64 

6.216 

656 

2,000 
55 

-

2.570 
5.261 

498 
156 

34234 

750 

7 

755 

-. 

-
860 

860__O 

911 
360 

.... L2.276_I 

3 

2.206 
1.972 

64 

6,378 

1,202 

2,110 
60 

-

2,700 
-6 L2 
658 
2C6 
492 

1,000 

1.005 

5-

-
900 

9000 

1,126 

238 

2.269 
2 

2,631 
2,435 

64 

0 

7,56 

1.511 

2.210 
65 

2.8,10 
666 
698 
256 
4424422 

2,000 

2.005 

-0 

940 

-§; 0 

1.363 

222 

5 
i82 
2 

3.525 
2.945 

64 

: 

9.063 

1068 

2.320 
70 

2,97: 
-

6:8 
3:

4,030 

c 

L 'L2 

990 

990,801 

1,636 
204 

Io 
a', 

4.412 
3.534 

64 

8010 

108-5 

To be paid after 10 years. 



Annex A 

FEDERATICN OF AGRICULIURAL COOPERATIVES TABLE.8 

INCOME SIATEMENT 
:S : f 

Actual 
(In Thousancs of $ ) 

Projected 

Gross Income From Operazion.. 

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 

Sales 
Less Cost of GCoes Sold 

Net Prcfit frcm Sales 

Operating Expenses 

Salaries & Other Personnel Costs 
B6IIcing Expenses 
Interest Exzense 
Depreciation & 4,-ortjzation 
Acirnistrat e Expenses 

Total Operating Expenses 

Income fro. Operations 

Other I ncome 

345 
--

31 

12 
4 
6 
-

20 

4 

(-I) 

300 
307 

( 7) 

24 
9 
19 

77 

....Z 
130j 

1.830 
1-696 

134 

40 
17 
79 
7 

66 

661 
209 
D5) 

8.812 
7.666 
jlj46 

142 
33 

429 
22 
17 

... 

753 
39() 

9,253 
LM 
1203 

142 
36 

292 
30 
104 

64 
S9 

9,716 

j 263 

145 
39 

342 
32 

01Ji.2 
-6 
600 

10,202 
8.876 
1,326 

149 
39 

282 
32 
I6 

... ±06 

608 
78 

10,712 
9,319 
1393 

152 
41 

222 
32 

10 
553 
840 

11,247 
,785 
1,462 

155 
41 
155 
14 

30LO8 
47 

11,810 
10.275 
1.,535 

158 
44 
68 
10 

309 
389 

1146 

12,400 
1.788 
1,612 

160 
44 
12 
5G 

310O12 
37 

1,.236 

13.020 
11,327 
.6s 

165 
47 
iH 
53 

8 
1308 

1 
13.671 
1 89 

.17 

171 
49 
30 
50 

1 
9 

1,383 

Ir ,rest Income 

:ontributions from InternationalDonors 
Other Income 

Total Gther Incon:.e 

N,!tIncome (Loss) 

Less Legal Reserves 

Aa;i.3ule for O;str;o~t;on 
Less Prior Year Deficits 

Iet Availaole 
e rti f i ca te s o f M em be rsh i p s 
Distributed 

Cash Dividends Paid 

Undistributed 
Deferred Dividends 

ndtrbed-O-

14 
4 

-

8 

15 

2 
2 

-1j 

(-8) 

33 

(4)
41 
70 

5) 

40 

-
-

-40 

433 

113 

320 

III20920)1 

(105) 

(52) 

( 52) 

45 

-
-45 

644 

225 

419 

419 

(210) 

(05) 

(14
-0-

63 

663 

_232_29 

431 

'4313 

(216) 

(108) 

(1073)
-O-

80 

-80 

519 

5391 

(260) 

(130) 
(19
-O-

90 

-90 

j 

326 

604 

6040 

(302) 

(151) 
(1 1 
-O-

73 

73 

Q 

372 

690 

6906 07 

(345) 

(173) 
(172)
-0-

63 

63 

30209 

423 

786 

786 68 

(393) 

(197) 
(16 
-0-

87 

87 

_ 

4 

86o 

860 0 

(430) 

(215) 
(2 5 
-___-

150 

c-E 

9-b 

(L-74) 

;237) 
1,7) 
-:-

300 

. 300 

3 

599 

l.:9. 

,lC4 

57 

(274) 
2 3 
-0
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FEDERATION OF ;GRICULTURAL COOPERATIVES 
 Table 


CASH FLOW 

(In Thousands of $) 

Cas- :3einning) 

%et Irco'e (Loss) 
Ad-: AdjuStment to Prior Year Income 

:epreciation 
Cas- Aailable from Operations 

S.:-7,tal 
:e:rease in Inventory 
Ce:rease in Notes Receivable 
Ban, Overdraft 
Increase in Notes Payable 
Increase in Loans Payable 
Increase in Accounts Payable 
Increase in Interest Payable 
IncrCease in Members Certificates (Paid:i6) 
Increase in Donations 
Increase in Interest Receivable 
Decrease in Time & Security Deposits 
Sale of Other Assets 

Total Cash Available 

ACTUAL 
1972 1973 

_8 1H 

(118) (5) 
2 -
1 7 

(L 5) 255 

(107) 13 
- -

109 84 
- 8 

193 983 
- 1,176 
- 598 
14 17 
16 1 

- 24 
4 -

-
--

234 2,914 

974 

35 

433 
-
22 

490 
105 

7 
-

588 
-
-

12 

32 
-
-50-

1.234 

1975 

173 

64 
-
30 

67T 

847 
-

--
1,236 

-

20 

-
42 

2.145 

-

P R 0 JE CT ED 
1976 1977 

610 464 

663 798 
- -
32 32 

695 _ 

1,305 1,294 
- -
-

- . 
350 
30 40 

-
25 40 

-

-

1,710 1,374 

-

-

•19_ 

370 

930 
-
32 

96-2 

1,332 
-

40 

55 

_ 
-
14 

1.441 

-

19799 

376 

1.062 
-
14 

1,076 

1,452 
-

-

_ 

40 

80 

450 
20 

2,042 

-

0 

959 

1,209 
-
1o 

1.219 

2,178 
-

-

40 

115 

-

2,333 

" 

-

---
-

98_ 1982 

656 1,202 

1,323 1,458 
- -
50 50 

1,3731,508 

2,029 2.710 
- -

" 
-

" 
40 40 

-
165 250 

-

-

2,234 3,000 

1.511 

1,683 
-
so 

1,733 

3,244 
-

-

" 
50 

-
340 

-

3,634 

Cash AppliedPayrent of Notes Payable 
I-crease in Misc. Accounts Receivable 
Increase in Inventory 
Increase in Property Plant & Equip. 
Increase in Other Assets 
Decrease in Misc. Accounts Payable 
Decrease in Loans Payable 
Increase In Time & Security Deposits 
Decrease in Prepaid Expenses 
Decrease in Donations 
Dividends Paid 

Total Cash Applied 

Cash (Ending) 

-
97 
50 
3 
2 

70 
-

I 

223 

1l 

-
624 

1,737 
226 
18 
70 
-
199 
5 

-
-

2,879 

35 

-
643 
-

-
71 

295 
-

-
52 

1,061 

173 

-
255 
260 
100 

34 
681 
100 
-
-
105 

1,535 

610 

500 
85 

100 
200 

3 
-
250 
-
-
108 

i,246 

464 

500 
85 
110 
-

4 
75 

100 

-
130 

1,004 

370 

-

500 
95 
110 

-
-

4 
105 
100 

-
151 

1,065 

376 

600 
95 
110 
-
-
-
105 
-

-
173 

1,083 

959 

900 
95 
130 
-

-
105 
250 
-
-
197 

1,677 

656 

-
115 
130 
200 
-
-
122 
250 
-
-
215 

1.032 

1 

-
105 
130 
-

-
17 

1,000 
-
-
237 

1,489 

1,511 

-
115 
140 
-

-
17 

2,000 
-
-
274 

2,546 

I 08 
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FEDERATIONS OF CONSJMER COOPERATIVES OF PANAMA 
 Table 10
 

BAL.NCE SHEET 

(In Thousands of Dollars) 

Assets 

Actual 

As of 
March 31, 1974 1974 1975 1976 

PR0 JECTED 

1977 1978 M2 1980_____- 1981___. 1982__ 1983 

Current Assets:Cash 
Accounts Receivable 
Inven tory 

Total Current Assets 

Fixed Assets:Property, Buildings & Equipment 
Less: De preciation 

Net Fixed Assets 

1 
6 
8 

15 

-
"1 

-

12 
19 
25 

56 

-

-

33 
94 

244 

371 

17 

16 

187 
98 

257 

542 

211 
7 

204 

335 
103 
270 

708 

211 
20 

191 

315 
109 
283 

707 

211 
33 

178 

296 
114 
297 

707 

211 
46 

165 

285 
120 
312 

717 

211 
59 

152 

287 
125 
327 

739 

211 
.72 

139 

290 
131 
344 

755 

211 
85 

126 

362 
138 
361 

861 

211 
98 

113 

Total Assets 15 56 387 746 899 885 872 869 878 881 974 

Liabilities 

Current Liabilities:
Accounts Payabie 
Saving Certificates 
Notes Payable 

Total Current Liabilities 

Long-Term Liabilities:Notes Payable 
Deferred Dividends Payable 

Total Long-Term Liabilities 

Total Liabilities 

Capital 
Capital 

Reta ined E a rn ing s 

1 
2 
" 

_ 

-
--

10 

2 

33 
10 
M-_ 

43 

-

1 

12 
....... 

163 
10 
-

173 

124 
27 

151 

3_23 

63 

171 
10 
-

181 

418 
46 

464 

10 

180 
10 
77 

267 

434 
63 

497 

7Z 

135 

188 
to 
77 

275 

357 
81 

438 

137__T 

172 

198 
10 
77 

285 

280 
99 

379 

208 

208 
10 
77 

295 

203 
121 

324 

__ 

250 

219 
10 
84 

313 

119 
146 

265 

37-

300 

229 
10 
6 

245 

113 
172 

285 

!T30365 

351 

241 
10 
6 

257 

107 
201 

308 

409 

Total Capital 

Total Liabilities & Capital 

12 

15 

12 

56 

63 

387 

1o 

746 

135 

899 

172 

885 

208 

872 

250 

869 

300 

878 

351 

881 

409 

974 
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TABLE 11 

!1 -_" 1._ . . 

Sales 

Actual 

First 
Quarter 

1974 

36 

Entire 
Year 
1974 

230 

FEDERATION tF CONSUMER COOPERATIVES OF PANAMA 
INCOME SIATEMENT 

(In Thousand of $) 

P R 0 J E C T E D 

1975 1976 1977 1978 1979 

1125 1181 1240 1302 1367 

1980 

1436 

1981 

1508 

1982 

1583 

1983 

1662 

Less: Cost of Sales 31 200 978 1027 078 1132 1189 1249 1311 1376 1445 

Gross Income 5-L 147 154 _162 170 -178 187 17207 217 
Less Expenses:
Salaries and Benefits 
Depreciation 

General and Administration Costs 
Total Expenses 

1 
-

2 
3 

23 
-

4 

27 

33 
1 

8 

42 

33 
6 

25 

64 

33 
13 
25 

2.1 

33 
13 
25 

71 

41 
13 
30 

84 

41 
13 
30 

84 

41 
13 
0 

47 
13 
3 

95 

47 
13 
35 

95 
OperatinS Income 2 3 105 90 91 99 S4 103 113 112 122 

Less: Other Expenses 
Interest 

Net Income Available for Distribution 2 

-

3 

2 

103 

14 

76 68 

26 

73 

22 

72 

18 

85 99 

10 

102 

6 

116 

Less: Certificates of Membership
Distributed 

Cash Dividends Paid 
Deferred Dividends 

UNDISTRIBUTED 

(2) 
-

ill 

--

(51) 
(26) 
(26) 

-0-

(38) 
(19) 
(.!219(1 

-0-

(34) 

-0-

(37) 
(18) 
(18) 

-0-

(36) 
(18) 
(18) 

-0-

(42) 
(21) 
(22) 

-0-

(50) 
(24) 

_231 

-o-

(51) 
(25) 
(26) 

-o-

(58) 
(29) 
(221 

-
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FEDERATIONS OF CONSUMER COOPERATIVES OF PANAMA Table 12 

CASH FLOW 1% n: 1: -

(In Thousands) 

P R 0 J E C T E 0 

4/1 To 12/31 
1974 1975 1976 1977 197 1979 158o 1981 1982 1983 

Casn Seg:nning 1 12 33 187 335 315 296 285 287 280 
Net inco e 

Add: Depreciation 
Cash Available from Operations 

3 

-
__3 

103 

1 
_9 

76 

6 
68 

13 
__2_8 

73 

13 
___ 

72 

13 
_F5 

85 

13 
99 

13 
__Ti-2 

102 

13 
116 

13 
_1512 

Sub-Total 
Increase in Accounts Payable 
Increase in Savinq Certificates 

4 
32 

8 

116 
130 

115 
8 

268 
9 

421 
8 

400 
10 

394 
10 

397 
II 

402 
10 

409 
12 

Increase in Notes Payable - 124 294 93 -

Total Cash Available 44 370 417 370 429 410 404 408 412 421 

Cash Applied
Increase in Accounts Receivable 
Increase In Inventory 
Increase in Property Building & Equipment 
Increase in Retained- Earnings 
Cash Dividends Paid 
Payment of Notes Payable 

13 
17 
-
2 

-

75 
219 
17 
-
26 

4 
13 

194 

19 
7_ 

-

5 
13 

-

17 
-

6 
13 
-
-
18 
77 

5 
14 
-
-
18 
77 

6 
15 
-
-
21 
77 

5 
15 
-
-
24 
77 

6 
17 
-
-
25 
84 

7 
17 
-
-
29 
6 

Total Cash Applied 32 337 230 35 114 114 119 121 132 59 
Cash (Ending 12 33 187 335 315 256 285 287 280 362 
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ILLUSTRATIVE
 
DESCRIPTION OF TECHNICAL ASSISTANCE
 

REQU IRE ME NTS 

The technical cooperation under this project will be carried
 
out through institutional contracts or directly by individual con
sultants. MIDA will select the specialists and directly contract
 
for the techn!cal assistance pursuant to established A.I.D. loan
 
funded technical assistance guidelines. The consultants and con
tract periods are proposed as follows:
 

A. Grant Funded Assistance to COAGRO
 

I. 	Financial Management. (One technician for 12 months). 
A Resident Advisor will work at both the Federation level 
and through COAGRO staff with the local cooperatives. 
The technician will advise on administrative/financial 
needs Including systems and procedures for mechanized 
accounting, purchasing, credit, cash flow and budgeting. 
He will also train Federation staff, cooperative managers 
and accountants. 

The project also provides commodity assistance for a
 
radio communications network and financial support for
 
a Panamanian counterpart team. These funds are already
 
obligated.
 

2. 	Institutional Development. (One technician for
 
12 months). An Advisor strong in member rela
tions and education who throughly understands
 
cooperative organization and the linkage neces
sary between the local affiliates and the Fed
eration. An important part of the technical
 
assistance must be directed towards the improve
ment of the economic advantages of membership
 
in the Federation. The primary cooperatives
 
should also have enough at stake in COAGRO 
through paid-in capital and Vital services
 
received - to support it loyally because it
 
belongs to them. A9PROP amendment will be
 
submitted early in FY 75 to provide funds for
 
this activity.
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n. Grant _Funded Aesistanca to FEDPA. Tae credit 
union federation is a considerably more 

mature institution than the two other sister federations. 
It has received, over the last ten years, a substantial
 
amount of specialized technical assistance. However, the
 
preceding statement does not imply that FEDPA is tchnicall 
self-sufficient, it only implies that its needs special
are 

ized 	and short-term. 

The Latin American Credit Union Confederation (COLAC), base(
 
in Panama and financially assisted by AID/Washington, is
 
planning to meet the technical assistance requirements
 
currently identified by FEDPA in:
 

a. 	Utilization of electronic data processing by-product
 
information for management reporting;
 

b. 	Design of a statistical reporting system permitting
 
quantitative analysis of the movement's growth; and
 

c. 	 Preparation of a membership drive and savings mobiliza
tion campaign.
 

C. Loan Funded Assistance
 

1. Evaluation Specialist (one technician for 12 man

months) to design a project evaluation plan,
 
develop a system for the gathering of baseline
 
data and progress indicators and assist in subse
quent evaluations.
 

2. General Cooperative Administration (Two technicians, for 51 
man-months). Assistance inputs to provide some or all of
 
the following:
 

a. 	Administrative/financial training of MIDA field staff
 
and mobile team instructors, FECOPAN, FEDPA and COAGRO
 
personnel;
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b. 	Assistance in the concepts and preparation of feasibil
ity studies;
 

c. 	Personnel administration including policy articulation,
 
job descriptions, wage and salary scales, etc.;
 

d. 	Management reports and financial statement analysis;
 
and
 

e. 	Policy and operating procedures guidance for board of
 
directors, executive staff and general membership. 

2. 	Rural Administration and Farm Management. (One technician
 
for 18 months). The introduction of farm management work 
is designed to assist the production agents and managers of 
pre-cooperatives and cooperatives to: 

a. 	 Identify the crup and livestock activities which are 
appropriate for the small farmers in his area; 

b. 	Measure the profitability and resource requirements of
 
reconnended technological changes;
 

c. 	Identify the major constraints which are slowing the 
development process, such as the lack of technical
 
information, credit, supplies, etc.;
 

d. 	Be able to use farm management techniques to evaluate
 
the effects of price and technological changes on the
 
most profitable use of resources at the farm level;
 
and 

e. 	Increase small farmer incomes through the intensifica
tion of the use of the available resources for produc
tion using techniques of farm management. 

3. 	 Agricultural Credit and Financial Systems. (One technician 
for 18 months). The specialist will assist in: 

a. 	The design of a credit system tailor-made for agricul
tural cooperatives. The system will include, among 
other things: 

i. 	 Preparation of the loan application; 

ii. 	 Description of functions of the different inter
mediate credit institutions; 

UNCLASS IFIED 
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iii. 	 Training in loan analysis, approvaw l ,, (1nd-ust, 
controls; and 

iv. 	 Collection procedures, rescheduling and refinancinig. 

b. 	The automation of loan portfolios with adequate audit
 
trail
 

c. 	The design of 
a system which will assist the managers
 
in the analysis of the financial situation of their
 
respective cooperatives' operations;
 

d. 	Assist in the organization, at the federation level, of
 
a service for analysis and advice to the affiliated 
cooperatives in their financial needs; and
 

e. 	Assist in organizing and developing a credit mechanism
 
which will include a rediscount source.
 

4. 	Farm Supplies Procurement and Distribution Systems. (Two
 
technicians for 34 man-months).
 

a. 
Assist in the design, or improve the existing basic
 
structure, for the sale of farm supplies;
 

b. 	Perfect procurement procedures;
 

c. 	Rationalize inventories so as 
to maximize turnover;
 

d. 	Improve distribution methods so as to minimize handling;
 

e. 	Mechanize accounting procedures where feasible to assure 
prompt ordering and billing.
 

5. 	Farm Production Marketing System. (One technician for 12
 
months). In the marketing area it is anticipated that the
 
following technical assistance inputs will be required:
 

a. 	Identify products most advantageous to market within
 
the system of government regulation and price controls;
 

b. 	Survey of cooperatives to determine present and potential
 
production by specific product line;
 

c. 	Determine domestic and export markets for products; and
 

d. 	Recommend guidelines for a comprehensive cooperative
 
marketing program. 

UNCLASSIFIED
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6. 	 Cooperative Credit System. (One technician for 12 months). 
This expert will work exclusively with BDA as an advisor
 
to their newly established Cooperative Credit Department.
 
The objective of this assistance is not only to help the
 
Bank 	adopt efficient and effective procedures for handling
 
cooperative credit but should look beyond to the ultimate 
objective of the GOP, namely, spinning off the BDA Coopera
tive Credit Department as the seed capital for a cooperative 
bank 	owned and controlled by the cooperatives themselves.
 

7. 	 Short-Term Consulting Services, (12 man-months). A reserve 
of resources for sui generis expertise to be utilized as
 
needed.
 

8. 	 Financial and Management Auditing. (One technician for 36 
months). The advisor will help institutionalize the Audit 
Section of MIDA's Department of Cooperatives. The principal 
functions that will require rationalization are: 

a. 	Establish auditing standards appropriate for each type
 
of cooperative;
 

b. 	Develop (train) auditing personnel necessary to meet 
required standards; 

c. 	Design quantity and type of audit reports needed for
 
presentation of statistical information;
 

d. 	Advise and assist in the design of printed, uniform
 
accounting procedures for cooperatives; 

e. 	Prepare an audit procedure check-list to serve as a 
guide for more comprehensive and uniform audits; 

f. 	Design a training program for: 

i. Auditors for standards of auditing and instruction 
on bookkeeping procedures; 

ii. 	Department of Cooperatives central office and field
 
staff;
 

iii. 	 Federation and local cooperatives personnel designated
 
to keep records; and
 

iv. 	Other agency personnel who work regularly with coop
eratives.
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g. 	Carry out a feasibility study for a national electron
ic system that would ultimately centralize the account
ing records of all cooperatives In one central pro
cessing office.
 

9. 	 Institutional Development of FECOPAN. (Two to threc 
technicians for up to three man-months). An institutional 
growth projection should at least cover the three year
 
disbursement period of the loan and attempt to identify
 
among other factors: 

a. 	The target clientele;
 

b. 	The membership promotional and educational needs;
 

c. 	Volume of operations necessary for a viable institu
tional development;
 

d. 	The necessary capital base and infrastructure invest
ment;
 

e. 	Estimated budget at different levels of operations and 
anticipated cash-flow; 

f. 	 The personnel requirements for effective management; 

g. 	Sales mix, pricing and credit policy;
 

h. 	Services to be offered to affiliates; and 

i. 	Marketing dimensions of agricultural products.
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Institutional Development -FjjnJ Sunrvrv 

A. 	External Technical Assistance
 

I.'MIDA Dept. of Cooperatives
 

18 irmn/months - Agricultural
 
credit & Fin'l Systems
 

18 man/wonths - Rural Admin
istration & Farm Mgt. 

36 man/months - Fin') & Mgt. 
Auditing 

12 man/months - Short term 
Consultants 

2. BDA
 

12 	man/months - Cooperative
 

Credit 


3. COAGRO
 

15 man/months - Gen'1 Coop. 
Admin. 

10 man/months - Procurement 
& Distribution 

12 man/months - Production 
Mkts. 

4. FECOPAN
 

- Coop Admin./36 man/months 

Fin'l Systems


24 	man/months - Procurement, 

Inventory Control & Distr. 


5. 	 Supporting Equipment for MIDA 

i9__
B. 	R ula .. _ uL~fc 

MIDA Audit Section 


C. Agronomic & Credit Assistance 

1. MIDA 60 Production Agents 


2. Supporting Equipment 


D. Mobile Education Teams
 

I. MIDA Team Staff 


2. 	Supporting Fquipment 


3, Courses and Seminars 


E. Manager Trainee's Subsidy
 

KIDA DecrLasing Salary
 
Subsidy to local managers
 
and accountants trainees 


GRAND TOTAL 


GOP COOPS TOTAL 

(Amounts in $ 000) 

AID 


$ 302.0 $ 220.0 

36.o
36.0 


1I".0 - - 112.0 

180.0
 

_0.4
 

180.0 

_.O-Q_ 

$840.0$640.0 $ 220.0 


$ 	 15.0 - $205.0$160.0 


- 440.0 110.0 550.0
 

175.o - |175.0 
$175.0 $ 440.0 $110.0 $725.0 

$ 200.0 $200.0
$ 	 - 

25.0 - - 25.0 

- 175.0 175.0 350.0 

$ 25.0 $ 375.0 $ 175.0 $575.0 

350.0 - 1,5.L-L-65

!.__I__,
jL,_. So.- . 2- O,0 
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PENETRATION OF SAVINGS AND LOANS COOPERATIVES E,\IIfBIIT 1 of3 
INTO THE POPULATION OF CENTRAL AMERICAN COUNTRIES 

No. of coopi 1964 - 1972 

members perl 
1000 inhabitantsi 

_ _ 1 _ i -- COSTA ICA 

I3 I,
 

.3i / 

24?_ _ I !_ _ I_ _ _ i _ _ _ 

.. _ _ I .l_ _ _ _ I __ .i 

,,7
 

__ __ __ _I __ _ _ _ _ __ _ _ _ _ _ __i __ __ __ !._ _ __ __ _ _ _ 

.... I 1_ 

-.' _ _ _ _ _ __ [_ _ _ __ _ __ I __ __ _ _ _ ,_ 

I j I I .. ! , ___ __ I I .__ __ __,_ __ _J, 
-. '-/ -I ! . , i.., .,> , ......... ...... I 


_"_.. I ! I!
...... 

I' ! 

____ _ .,. _______I t I 
'_ __ _ 1067 .1 I.97 G M2:- ,,- l'/ - I 

- ' ' 
i ' i I _-__--- /----_:-_-- - NICAIAdUA 

: ,IL__ __ .I/ ,_/______., _ 

.:1" I I
 

. . . . . . ..... ~' 

III MlI)(ICO 
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ANNEX C

SCALE OF COOPERATIVE OPEPATIONS BY TYPES AND REGIONS, 1967 AND 1973-
 EXHIBIT 2
 

FEDERATIONS: Affiliated Coops Number Coops

1967 Nuber Members% Total 12271 %-Total 1967 % Total % Total
 

Credit Unions (FEDPA)
Urban (Panama-Colon) 
 44 51.% 
 43 54% 4,326 42.% 
 8,861 47%
 
Rural 
 43 49.% 36 461 88.Total 9.778
 

87 100.% 
 79 100% 10,211 100 % 18,639 100%
 

Consumer Cooperatives (FECOPAN)*-
Urban 
 3 l0.% 7 42% 6,1 60 42.% 2,730 42%
 
Rural 
 -27 '01 58/Total 15 58.% 3,770 .830 100.% 
 17 100% 2,749 100.% 6,500 1OW/. 
Agricultural Cooperatives (COAGRO)**--
Urban 
 4 24.%  - 259 11.% .... 
Rural 1 76.% 21Total 0 2,021 . 5,000 100%17 100.% 21 100%y, 2,280 100.% 5,000 100% 

Total Federation Affiliated Cooperatives
Urban 
 51 38.0% 50 
 , 43% 5,745 44.% 11,591 38%
 
Rural 
 83 62.0% 
Toal I 7,304 6.% 18,548 62%100. (A 117= 100 13,049 100.% 
 3.!9 100
 

Note: i973, FECOPAN -;COAGRO calculations 

:
based 
on national total percentages
 

page 20 GOP "Financiamiento para el
 
Desarrollo del Cooperativismo en Pa
narm", Noverber, 1973.
 

Calculated by Rural 
and Urban mernbership using standard percentages ef cooperative locations of affiliated cooperatives/MIDA/Nov. 1973 

* 1967 Figures are total cooperatives in movement, since COAGRO was created December 2, 1969, and FECOPAN was 
created October 6, 1972. 

7:
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EXHIBIT 3
 

COOPERATIVE MOVEMENT IN PANAMA AS RELATED TO CREDIT UNIONS, CONSUMER COOPERATIVES AND AGRICULTURAL COOPERATIVES
 

Total Cooperatives 
Affiliated & Non Affil- No. No. No. No. No. No. No. No. No. No. No. No. No. No. 

iated By Year Coops. Members Coops. Members Coops. Members Coops. Members Coops. Members Coops. Members Coops. Members 

1963-1973 	 1963 1967 1968 1969 1971 1972 1973
 

Credit Unions 54 5,366 87 10,211 106 12,825 115 13,626 133 17,820 137 21,429 141 22,432
 

Consumer Cooperatives 4 42 30 2,749 29 2,778 28 2,681 	 24 6,500 24 6,500
 

Agricultural Cooperatives 9 373 17 2,280 23 2,685 22 3,379 	 31 5,879 31 5,000
 

19,886 	 192 33,808 196 33.932
Total . . .	 67 5,781 134* 15,240* 158 18,288 165 


MIDA Statistics for year included 9 other cooperatives, with 481 individual members types of
 

Sources: 	 MIDA, Ministry of Agricultural Development
 
FEDPA, Federation of Credit Unions of Panama.
 

7 C. 



FEDERACION DE COOPERATIVAS DE CREDITO DE PANAMA, R. L. 

,General A-;s ,bly 

I Board of 

Direct 2rs 

LCredit Supervi sory 
Committ ittee 

z 

. ANAExternalM A N A G E R .Audit 

Direct o r 
Technical Assistance I 

IFinance Director 
and Education, 

1C 

,Secretary General N 

Consu on I 

Zducat3E 
Account-

ing 
. Coop. to 

opzation I Insurance 
L12 Coop. of Funds 



FEDERATION OF AGRICULTURAL COOPERATIVES OF PANAMA, R. L. (COAGRO) 

GENERAL ASSEMBLY 

BOARD OF SUPERVISORY 
DIRECTORS COMMITTEES 

EXECUTIVE 
COMM ITTEE 

GENERAL MANAGER 

FINANCE ... REGIONAL I OPERATIONS I PLANNING AND 

AND MARKETING DEVELOPMENT 

ACCOUNTING COCLE IMPORTS INVESTIGATINS 

__ 
"_____ 

AUDIT -. 

I 
AZUERO 

.AND 
CENTRAL 

PROMOTIONS 
EDUCATION AND 

_STORAGE TRAINING > 
ADM IN ISTRATIVE* CHIRIQUI SALES PUBLIC 

SERVICES 
RELATIONS 

RELATINS 9



GOVERNMENT OF THE REPUBLIC OF PANAMA
 

MI IN I STR OF AGR I CULTURAL DEVELOPMENT
 

MI NISTiR ------
VICE ;STERIFI1I 


I 

;,GCRICULTURAL WATER GENERAL GENE RAL GRICULTURA EEC;'P Z?ADVISORY RESOURCES COU;.C IL OF SECRETARIAT DEVELOPIENT AND PU3LIC AGR.SCOUNCIL IADVISORY DIRECTORS 
 BANK BUSINESS
ICOUN;CIIIL
 

NATIO:AL DIRECTOR.ATE NAT!O.AL 61RECTORATE NATION.AL DIRECTORATE
 
OF AGRARIAN; REFORtj OF M"ARKETING OF PRODUCTION
 

i NTEGATED j GENERAL G AL GENERAL GENERAL GENERAL GENERAL NAT IONALDEVELOPMENT DIRECTORATE 
 DIRECTORATE OF DIRECTORATE 
 DIRECTORATE DIRECTORATE OF 
 DIRECTORATE INSTITUTE
PROJECTS OF ENGINEERING SOCIAL DEVELOP. OF ADMINISTRA- OF SECTOR RENEWABLE OF AGRICUL- OF ACRIC-.J 
TIVE AFFAIRS PLANNING NATURAL TURAL INDUS- TURE DIk'I-A 

RESOURCES TRIES
 
C 

REGIONAL DIRECTORATESC
 

LI 

iriquilCcl 


y 
Wstr Eastern Panama Colon and Dre
 

Bocas 
 Panama Province San Bias
 cas ]Province •- r 

.-ADVISORY
 
COUNCILS! 

* See Annex F-2 for details of the
 

D;'partment of Cooperatives. Lo 

June 19. 1973
 

http:NATION.AL
http:NAT!O.AL


ORGANIZATIONAL CHART OF THE DEPARTMENT OF COOPERATIVES 
DIRECTORATE GENERAL OF SOCIAL DEVELOPMENT 

DIRECCIOU: Gir NER DE 
DESARROLLO SCCIAL 

Secci&n de op~ci 
vas d. Produci-

Seccicn 
T6cnico 

de Apoyo 
y de Capacita-I 

Fiscalizacion 
',YViian2 Secci6n de Cooperativas 

;.gropkcUaria5 

C> 

Art~sax-.aks 1111 
C c: tjvs 

ooperativas .or rdt 

C7A 

Transporto 

Rccop.1ccjil doc iron--: 

ci 6 n y Lstacistjc1 

ti rlETc. 

Sc-vicios varios: 

Turismo, Escolares, 

N 
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BENEFIT - COST ANALYSIS 
ESTIMATED AVERAGE PRODUCTION COSTS AND BENEFITS PER HECTARE 

FOR RICE, CORN AND BEANS 

RICE CORN BEANS 

Amt. 
Unit 

Price Value Amt. 
Unit 

Price Value Amt. 
Unit 

Price Value 

Land 
Preparation (Mechanization) (Has.) 6 6.25 

37.50 
37.50 6 6.25 

37.50 
37.50 6 6.25 

37.50 
37.50 

Su les 
Seed (cwt) 
Mixed Fertilizer (cwt) 
Urea (cwt) 
Endrin (Insecticide) (gal.) 
Malation (Insecticide) (gal.) 
Sevin (insecticide) (lbs.) 
Aldrrn (Insecticide) (lb.) 
Cercz~n (fungicide) (lb.) 
2-J#D (herbicide) (gal.) 
Amibem (herbicide) (gal.) 
Stam F-34 (herbicide) (gal.) 
Sacks (ca.) 

2.5 
4.0 

2.0 
0.22 

-

-
0.5 
0.44 

-

0.77 
60 

14.00 
10.25 

14.25 
8.00 

-

-

10.80 
7.95 

-
9.50 
0.35 

143.46 
35.00 
41.00 

28.50 
1.76 

-

.. 
-

5.40 
3.50 

7.30 
21.00 

0.5 
5.0 

2.0 
-

5.0 
--

.-

35 

15.00 
10.25 

14.25 
-

.. 
0.75 

-

0.35 

103.25 
7.50 

51.25 

28.50 
-

3.75 
-

--

12.25 

1.0 
6.0 

-
-

0.22 
4.0 

-

. 
0.44 

-
15 

30.00 
10.25 

-
-

9.15 
1.35 

15.00 

0.35 

110.75 
30.00 
61.50 

-

2.00 
5.40 

6.( 

5.25 

Other 
Transportation (cwt) 
10% Lontingency 
12% Interest on Operation 

Capital (6 months) 

60 

-

0.45 
-

-

61.53 
27.00 
20.80 

13.73 

35 
.. 

-

0.1A5 
.. 

-

41.73 
15.75 
15.65 

10.33 

15 
... 

-

.45 

-

32.1:; 
".7!. 

10.23 

Total Costs (Current) 
I. Assuming 25% increase in 

fertilizer costs 

2. Assuming 50% increase in 
fertilizer costs 

3. Assuming 100% increase in 
fertilizer costs 

-

-

-

-

-

-

242.49 

259.87 

277.24 

311.99 

-

-

-

-

-

-

182.48 

197.16 

211.85 

241.23 

-

-

-

-

-

-

180.73 
1.7 
196.10 

211.48 

242.23 

Gross Benefits (Estimated yields 
per Hectare) (cwt) 60 9.50' 570.00 35 

I/ 
7.0(- 2115.00 15 

I/ 
20.06" 300.00 

Returns to Labor (Bencfits-Costs) 

I. Assuming 25% increase infertilizer cost 

2. Assuming 50% increase in 
fertilizer costs 

3. Assuming 100% increase in 
fertilizer costs 

-

-

-

-

-

327.51 

310.13 

292.76 

258.01 

-

-

-

-

-

-

62.52 

47.84 

33.15 

3.77 

-

-

-

-

-

-

1/9.27 

103.,, 

88.52 

57.77 

I/ The GOP announced new producers support prices for 
corn and beans on May 21, 1974. The new support 
price for corn at $7.50 per cwt. will result in 
moderate increases in the return to labor, while 
the new price for beans at $30.00 will result in 
substantial increases. 
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BENEFIT - COST ANALYSIS 

Estimated Average Production Cost, and B(,nveIit,
 

Per Hectare for Rice, Corn and Beans
 

The assumptions underlying the estimates of average production costs
 
and benefits are as follows:
 

I. The farmer controls 5 ha. of land or less. He owns the
 
land, has possessory rights or is squatting on government
 
land and therefore does not have to rent the land.
 

2. 	The farm is run by the farmer with the help of his family
 
only and that all returns are for labor performed by him
 
and his family.
 

3. 	He is engaged primarily in growing one of the three basic
 
grains or a combination of thereof.
 

4. 	The land is suitable for preparation by hand or machine.
 

5. 	He has access to adequate technical assistance and credit;
 
the latter at a reasonable cost.
 

6. 	Further increases in the prices for agro-chemicals, other
 
than fertilizers, are minimal.
 

7. 	Further increases in fertilizers range up to 100%.
 

8. 	The average yields, assuming good agronomic practices,
 
would be at least double the national averages. The
 
national dve'rge y-iehis--tri" -L-iieyears for
 
rice, corn and beans were 30 cwt/ha., 17.5 cwt/ha., and
 
6 cwt/ha., respectively.
 



ANNEX H Page 1 of 5
 
UNCLASSIFIED
 

FEDERATION OF CREDIT UNIONS (FEDPA)
 

Cooperative 
 Town
 

Province: PANAMA
 

1. Balboa, R. L. 
 Panam6
 
2. Cenit, R. L. 
 Panama
 
3. Cyrnos, R. L. 
 Panama
 
4. San 	Antonio de Padua, R. L. Panama
 
5. Francisco Arias Paredes, R. L. Panama
 
6. Empleados de Sears, R. L. 
 Panama
 
7. Empleados Ministerio de Salud Panama
 
8. Barberos y Afines, R. L. 
 Panama
 
9. Empleados del USAID/Panama, R. L. Panama
 
10. Empleados Terminales Panama, R. L. Panama
 
11. Villa C6ceres, R. L. 	 Panama
 
12. Empleados Hotel La Siesta, R. L. 
 Panama
 
13. Chame, R. L. 
 Chame
 
14. La 	Nueva Concepci6n, R. L. Panama
 
15. Empleados Tropical Radio, R. L. Panama
 
16. Santa Rosa de Panama, R. L. Panama
 
17. Farmac6utica, R. L. 
 Panama
 
18. Empleatex, R. L. 
 Panama
 
19. Empleados Hotel Internacional Panama
 
20. Profesionales, R. L. 
 Panama
 
21. 	 Empleados Ministerio de
 

Hacienda y Tesoro, R. L. Panama
 
22. Pan A~reas, R. L. 
 Panama
 
23. Empleados de la Lotera, R. L. 
 Panama
 
24. Empleados Empresas Novey, R. L. Panama
 
25. 	 Empleados Industria Nacional
 

de Confecciones, R. L. Panama
 
26. 	Empleados Ministerio de la
 

Presidencia, R. L. 
 Panama
 
27. San Fernando, R. L. 
 Panama
 
28. Lady Mallet, R. L. 	 Panama
 
29. Empleados Cerveceria Nacional, R.L. Panama
 
30. Empleados Caja de Seguro Social Panama
 
31. 	 Empleados de Cr6ditos y Servicios
 

y sus CompahFas Afiliadas, R.L. Panama
 
32. Adelyta, R. L. 
 Panama
 
33. ANDET Progresa, R. L. 	 Panama
 
34. INAIR, R. L. 
 Panama
 
35. 	 Empleados de ]a Industria del
 

Vestido, R. L. 
 Panama
 
36. Prosperidad, R. L. 
 Panama
 
37. Empleados de IBM de Panama, R. L. Panama
 

UNCLASSIFIED
 

'KA
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Cooperative 	 Town
 

Province: COLON
 

38. Exalumnas, S.M.A., R. L. 	 Col6n
 
39. Pfizer, R. L. 	 Col6n
 
40. Parke Davis, R. L. 	 Col6n
 
41. Oro Negro, R. L. 	 Col6n
 

Province: LOS SANTOS
 

83. Gladys B. de Ducasa, R. L. 	 Las Tablas
 
84. Jos6 del Carmen Domrnguez, R. L. Guarar6
 
85. Santa Elena, R. L. 	 Pedasi
 
86. Santa Catalina, R. L. 	 Pedasf
 
87. El 	Educador Santeho, R. L. Las Tablas
 
88. Miras del Progreso Tonosiefio, R.L. Tonosi 
89. Purieios Unidos, R. L. 	 PedasT
 
90. Empleados del Comercio, R. L. Las Tablas
 
91. 	 Uni6n de Clubes Agrfcolas
 

Santefos, R. L. Las Tablas
 
92. Santa Brbara, R. L. 	 Macaracas
 

Province: COCLE
 

93. Eric Delvalle, R. L. 	 Aguadulce
 
94. Ofelina, R. L. 	 Nat6
 
95. Natariegos Unidos, R. L. 	 Nat6
 
96. De 	Educadores Coclesanos, R. L. Penonom6
 
97. Nom6, R. L. 	 Penonom6
 

Province: HERRERA
 

98. Nueva Uni6n, R. L. 	 Chitr6
 
99. San Sebastian, R. L. 	 Oc6
 
100. Amigos Unidos, R. L. 	 Chitr6
 
101. Monagrillo, R. L. 	 Chitr6
 
102. Unificaci6n Minera, R. L. 	 Las Minas
 
103. Santiago Ap6stol, R. L. 	 Santa Maria
 

Province: VERAGUAS
 

104. El Porvenir de Guarumal, R. L. Son6
 
105. El Educador Veraguense, R. L. Santiago
 

UNCLASSIFIED
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Cooperative Town 

Province: CHIRIQUI 

117. Doraces, R. L. David 
118. San Antonio, R. L. Bar6 
119. 
120. 

San Benito, R. L. 
Bar6, R. L. 

Bugaba 
Boquer6n 

121. CERA, R. L. David 
122. Chiriqur, R. L. David 
123. Empleados Ministerio de 

Agricultura, R. L. David 
124. EMBA, R. L. David 
125. 
126. 

Majagua, R. L. 
ECASESO, R. L. 

Dolega 
David 

127. ELECOM, R. L. David 
128. Victoriano Lorenzo, R. L. David 

Province: BOCAS DEL TORO 

129. 
130. 

Almirante, R. L. 
Nuestra Sehora del Carmen, R. L. 

Changuinola 
Bocas del Toro 

131. Santa Isabel, R. L. Changuinola 
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ANNEX 

COAGRO - SHORT RANGE PLAN 

I. 	Objectives
 

A. 	 Increase COAGRO's capacity to 
serve its members
 

I. 	Management training for managers of its affiliates.
 

2. 	Financing, accounting services, etc.
 

3. 	Relations with affiliates, education, information.
 

4. 	Supply of agricultural inputs.
 

II. 	Special Projects - Cooperative Affiliates 

A. 
 MIDA budget of guarantees for coopertive development
 
(B/.719,000).
 

1. 	Select the most feasible projects from among the
 
cooperatives supporting COAGRO.
 

2. 	Utilize the financing offered by MIDA in 
the form of
 
guarantees to acquire/build the goods (buildings,
 
equipment, etc.) necessary for the growth of the
 
cooperatives.
 

3. 	Utilize the special projects as a means of demonstration
 
and management training.
 

4. 	Use successful projects as 
a means of demonstrating the
 
feasibility of our financial 
programs and to attract
 
additional resources 
for 	this activity.
 

III. COAGRO Projects 

A. 	 Immediate priority
 

I. 	Fertilizers - importation and storage in bulk; mixing
 

and packaging.
 

2. 	Animal feeds
 

a) 	Feed ingredients - bulk handling (including grains),
 
importation, storage and distribution.
 

b) 	Preparation of concentrated feeds.
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c) 
Other feeds: baled rice hulls, molasses, bagasse,

bran, meat and bone meal, fish meal.
 

3. 	Local general warehouses: distribution of inputs,

assembling and storage of agricultural products.
 

IV. 	Objectives of COAGRO
 

A. 	Short Range Objectives
 

I. 	Consolidate the financial position of COAGRO by means of:
 

a) 	Reducing payment period (delinquent accounts) of the
 
receivables of cooperative affiliates.
 

b) 	Increasing the acquisition of share capital by af
filiates.
 

c) 	Increasing the sales volume and turnover of inventory.
 

d) 	Eliminating the operating deficit for prior periods

by means of a contribution from MIDA for this purpose.
 

B. 	Long Range Objectives
 

I. 
Convert COAGRO into a leader in promoting the expansion

of 	food production in Panama.
 

2. 	Support food production by:
 

a) Inputs and better services
 

b) Supplying information to farmers on 
new production
 
techniques.
 

c) Increasing the producer's income by improving product
 
marketing.
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FEDPA -	 - ,DSHORT RANGE PLAN-	 -NASSLF 

TRANSLATION OF SUBMISSION BY FEDERATION OF CREDIT UNIONS, R.L. (FEDPA)
 

The Panamanian Federation of Credit Unions, R.L., (FEDPA), with
 
the new AID/BOA loan, desires to achieve the following goals:
 

a) Increase the number of affiliated cooperatives.
 

b) Increase the number of members in these cooperatives.
 

c) Irncrease the Federation's own capital.
 

d) Accelerate the development of affiliated cooperatives
 
through the granting of more and larger loans.
 

e) Provide to members of the affiliated cooperatives who are
 
not eligible for credit from other credit institutions a
 
sure source of financing for the development of their projects.
 

f) Create new sources of employment:
 

1) At the Federation level, by employing more staff to
 
provide technical assistance, training, supervisin,
 
etc.
 

2) 	At primary cooperative level by creating mo're full
time managerial positions in order to provide more
 
services to the members and to more easily and
 
rapidly develop the cooperatives.
 

3) 	At the level of the members, by increasing employ
ment of labor as they augment their agricultural,
 
industrial and commercial projects.
 

It is our desired intention to develop the following special
 

programs:
 

I. 	 TEAM OF MANAGERS: 

The idea consists of employing in the Federations 5 or 6 persons
 
with proper background who can, after intensive training, become ef
ficient cooperative managers.
 

These manaqers will be utilized in:
 

a) 	Replacing the managers of the various rooperatives in the
 
country during vacations.
 

UNCLASSIFIED
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b) 	Training new cooperative managers for periods of I to 3
 
months.
 

c) 	Working for short periods with local managers when serious
 
problems appear in their cooperatives, such as a sharp in
crease in delinquency.
 

We believe that this program might have to be subsidized by Lhe
 

Federation for a period of no less than 6 months, but that after a
 
year it would be self-financing.
 

2. 	TECHNICAL ASSISTANCE: 

Emphasize technical assistance for the cooperatives which have
 
not requested loans in order that they might become eligible for
 
credit and promote in the most effective form this service of the
 

Federation, to help the cooperatives and their members to prepare
 
good projects for the effective utilization of this assistance.
 

3. 	CREATING A MARKETING COOPERATIVE:
 

The idea is that the members of the Credit Unions Purie~os Unidos,
 
R.L., Uni6n de Clubes Agrrcolas Santefios, R.L., Gladys B. de Ducasa, 
R.L., Jose del Carmen Domrnguez, R.L., Nueva Uni6n, R.L., San Sebastian, 
R.L., Miras del Progreso Tonosieho, R.L., and any other cooperatives in 
the region which are interested, buy shares for approximately
 
$250,000.00 and that the Federation leod an equal sum so that in 
a
 

central and suitable place a marketing cooperative can be set up which
 
will be in charge of buying for cash products which its member coopera

tives offer to it for sale, and which it will undertake to sell in the
 
natonal or international markets, whichever is appropriate. This will
 
assure a market for the products and better prices for the producer.
 

4. 	ACCELERATE AN AGREEMENT WITH COAGRO TO SUPPLY INPUTS FOR THE
 

PRODUCTION CREDIT PROGRAMS:
 

The 	credit cooperatives would buy for cash formCOAGRO all of the
 
inputs that its members need and would advance them in the form of
 
credit on the basis of need. This would have the advantage for COAGRO
 
of guarantying larger sales without corresponding risks because they
 
are for cash, and for the member, because he can acquire the inputs at
 

lowest cost, in the quantity he needs and at the right time, thus
 

avoiding the risk of spending .cash.received on loan from his coopera
tive for other purposes.
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5. STRENGTHENING THE PRODUCTION CREDIT PROGRAM IN THE AZUERO REGION:
 

At this time we have in the Azuero Region 7 cooperatives with
 
production programs which have 2,083 members of which only 1,142,
 
representing 55%, have loans for a total of $631,312.34 making an over
all ratio of loans per member of $552.81 and the combined capital of
 
these 7 cooperatives equals only $326,821.00.
 

We propose to achieve an increase over the next two years of 1,260
 
members, making an annual average increase of 90 members per coopera
tive which is very easy to reach if one takes into account that the
 
number of members in these cooperatives represent only 6.73% of the
 
adult population (over 21 years old) in this region.
 

Moreover, we hope to reach at least 90% of the total members with
 
loans that will produce an increase in this category approximately
 
1,868 additional members with loans. Taking as a base the present
 
ratio of loans per member which is $552.81, this will produce total
 
loans by only these 7 cooperatives of $1,663,958.00, representing an
 
increase of $1,032,646,00.
 

For the increase in share capital of cooperative members, we have
 
projected an inc;aase of 50% over the next two years which we believe
 
to be feasible taking into account that one of the more effective
 
methods of reaching this goal is through the required capitalization
 
as a condition for loan that each of these has established in its
 
Credit Rules at 10% of the money to be loaned. This would make the
 
capital of these cooperatives increase to $490,232,00 which amount, if
 
deducted from the balance of loans projected at $1,663,958.00, would
 
show a lack of external capital of $1,173,726.00 which amount will
 
have to be supplied by the Federation, for these 7 cooperatives only.
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CURRENT STATUS CF COOPERATIVES WITH PRODUCTION CREDIT PROGRAMS
 

No. of 'e,-.bers % of Members
. of Cooperative Current Balance Averace LoansHr r th - st j th Lons CapitalL.,n0F - -r"cncr '3L3/ 7 
T.F.r:ccs Unidos, R.L. 133 92 71 
 33,750.34
U-1 5- de Clubes Agrrcolas Sante~os, R.L. S..85 2L,350.C02!6 113 
 52 86,103.33
G;adys S. de %icasa, R.L. 7o!.97 .3,6 2.C3
497 228
Jzsd del Carmen Dominguez, R.L. 46 198,951.38 
 872.59
339 146
Ncva Unl6n, R.L. 43 110,043.24 
 753.72
322 3,8d0.C3
52
Son Sebastian, R.L. 

166 92,903.98 559.66
212 125 35,700.00

llirzs del Progreso Tonosiefo, R.L. 367 272 

59 25,610.71 204.88 ,9.029.C0
 74 _____5 9"36
TOTAL 51,65C.00
1-8-63
2,083 
 55 6,12
631,312.34 
 5 2.81 
 32 .21.00
 

PROJECTIONS FOR THESE CCOPERATIVES
 
TO JUNE 1976
 

Puric~os Unidos, R.L. 
 210 189 90 
 i04,481.00
Uni6n de Clubcs Agrrcolas Santeos, R.L. 552.81 36.525.00
350 315
Gladys B. de Ducasa, R.L. 90 174,135.00 552.81
795 716 
 90 395,812.00
Josd del Carmen Domingucz, R.L. .552.81 '7.90.0
545 490 50 
 270,877.00 
 552.81

-Nueva Unl6n, R.L. 
 515 464 90 
 256,504.00 552.81 3550.C
Son Sebasti~n, R.L.
Miras del 
Progreso Tonosico, R.L. 340 306 90
590 S30 169,160.00 5)2.81
90 292,989.00 52.8l 7 .
 
TOTAL 
 3,010 90 
 1,66398.00 22.Z:
J .2.8 
Increases prolected for the 2 years 
 1,262 1,868 
 102,646.00 
 "=. P. 
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EXHIBIT I
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EXPERIENCE WITH LOAN No. 525-L-037 TO THE
 
FEDERATION OF CREDIT UNIONS OF PANAMA (FEDPA)
 

Date Authorized: 	 April 30, 1971
 

Date Signed: 	 June 26, 1971
 

Borrower: 	 Federation of Credit Unions of
 
Panama (FEDPA). (A private coop
erative intermediate credit insti
tution).
 

Loan Amount: 	 $1,900,000
 

Disbursed: 	 $1,900,000
 

Initial Disbursement: 	 September 1, 1971
 

Final Disbursement: 	 August 1973
 

The purpose of the loan as described in the CAP was "to be
 
seed capital which will assure self-sustaining growth of the Feder
ation and of the credit union system in Panama. The benefits to be
 
derived are: (a) increased savings and investment; (b) an increase
 
in the real income of credit union members; (c) increased capacity
 
of lower income groups to participate in capital markets; (d) social
 
development."
 

Annex I of the loan agreement estimated that agricultural sub
loans would utilize 28.3% of the loan funds, industry 14.0% and sup
plemental working capital 57.5%. Actual sub-loan utilization was:
 
agriculture 24.7,, small industry 28.1%, and working capita! 47.2%.
 
The loan was fully disbursed within two years after first disburse
ment, one year earlier than originally planned.
 

It had been hoped that the loan would direct the availability
 
of credit away from urban areas and into the poorer rural areas of
 
the country. This was decisively accomplished. By October 31, 1973,
 
38 (48%) of the 79 affiliated credit unions were located in rural
 
Panama. Of the total 18,629 members, 10,647 (57%) belonged to rural
 
credit unions. Also by the end of October 1973, savings of rural
 
members had soared to $2.1 million. These achievements by far ex
ceed the projections made in the capital assistance paper. The
 
following selected statistics are illustrative.
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12/31/70 8/31/73 Increase 

Member Credit Unions 75 79 5 

Individual Membership 12,162 18,629 53 

Savings 1,958,000 3,628,000 85 

Loans Outstanding to Individuals 1,879,000 4,573,000 143 

Loans Outstanding from FEDPA to 
Credit Unions 70,639 971,272 1275 

The FEDPA member unions vary in strength and skills. Theydo, however, show a common characteristic - a strong sense ofresponsible stewardship for their mutual savings and a desire for
the skills to 
invest these prudently. The member unions have been

quick to avail themselves of 
the training and technical assistance

FEDPA can provide. They are a key agency to helping change the
lives of small farmers. 
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