Draft Terms of Reference
for
issues paper on:
“Experiences in computerising agricultural/rural cooperatives in Latin America: problems encountered and lessons learned.”
Working under the technical supervision Mr. John Rouse (SDAR), the author will prepare an issues paper reviewing experiences in computerising agricultural and other rural cooperatives in Latin America.

A.
Focus of paper:

The paper should be focus on an identification of key problems encountered in computerisation--within key thematic areas-- and highlight the main lessons learned. Below are listed the main thematic areas that the paper should cover, including a list of indicative questions for each thematic area:
1.
Attitudinal and socio-cultural:

Computerisation requires major behavioural changes in those operating and using the systems. New skills have to be learned and methods of work adopted and this change can be stressful. Change may be met with some resistance, especially from staff and management who may feel threatened by that change: either fearing that they will not be able to understand and adapt to the more complex technology, that some jobs involving more routine information processing tasks might be lost, or that computerisation might lead to increased accounting transparency and “a tightening” of controls over the information management that might limit opportunities for corruption.   What has been your experience?

2.
Political: 

“Information means power.” Since computerisation implies changes in stakeholder (member, staff, management and government) access to/ control of information, it is also likely to have an impact on power relations within the cooperative and outside it. The impact may be positive or negative, depending on each type of stakeholder. What has been your experience?
Computerisation can also be used as a tool for agricultural cooperative reform, to improve management efficiency and to increase base member access to more accurate, transparent and timely information on cooperative business performance, profitability, member service delivery and member participation. However, the track record in using computerisation as a tool for reforming agricultural cooperatives in many developing countries has not been good.  What can be done to improve its effectiveness?
3.
Economic:

One of the strongest arguments for computerisation is economic. Computerisation of cooperative business information processing is less labour intensive, takes less time and leads to more accurate record keeping and is capable of providing management with more complete and timely data on cooperative business performance. All of this should have a positive impact on cost reduction and cooperative profitability.  But computerisation usually ends up costing more than expected and the net benefits may be a long time in arriving.  In our studies on agricultural cooperatives in Kenya, we discovered several instances where computerisation initiatives were either stalled or abandoned because of their inability to show key stakeholders quick results. What has been your experience?
4.
Member participation:
4.1
in decision making:

Computerisation has the potential of accelerating the frequency, level of detail and transparency with which management reports to members and may stimulate greater member participation in cooperative decision-making and governance. Does it or doesn’t it?
4.2
in capitalizing and financing the cooperative business:

Unlike cooperative savings and credit societies, input supply and marketing cooperatives must accumulate significant amounts of working and investment capital to bulk purchase member inputs and market their output.  Historically, in Africa much of this capital came from government, Cooperative Bank or donor sources under relatively easy conditions.  Today in most LDCs such sources of external financing are drying-up and many rural co-ops now must rely on mobilizing capital internally from their own members to finance their business operations. New methods for mobilizing increased member capital need to be devised and introduced. 
Improved capitalization methods like “deferred payment or patronage refund schemes” or “base capital revolving fund plans” require: (1) more accurate tracking of member transactions and member capital contributions; (2) automated calculation and deduction of deferred member payments, calculation and payment of refunds and dividends; and (3) more frequent and transparent reporting to members on cooperative business performance and the net worth (market and/or redemption value) of their capital contribution.  Theoretically, computerisation could play a big role in promoting and managing these new capitalization approaches. What has been your experience?
5.
Technological:

There are a multitude of technological choices (re: hardware and software packages) that have to be made that have varying cost, maintenance and training implications. 
Software: Off-the-shelf vs. tailor-made software packages: Will minor adaptation of an off-the-shelf software application suffice, or will the cooperative need to develop its own specially-tailored  application?; What are some of the key issues to think about here and what is your experience? 
Hardware: Most appropriate hardware packages:  Hardware selection will depend on the cooperative’s activity focus and scale of operation, information processing requirements, cost, upgradability, local service and maintenance support, etc… What has been your experience?

Telecommunication infrastructure: The reliability and cost of telecommunication vary from country to country and region to region and will define options available.  “Internet connectivity” and market info needs will depend infrastructure in the country. When and where should you opt for wired, wireless or mixed connectivity?
6.
Legal and contractual:
There are a number of legal problems associated with computerisation, including the acquisition of hardware and software licences (multiple vs. single user licences), intellectual property rights: patent, copyright and pirating issues. What should one watch out for?
Contracting issues are also important: What tend to be the key problem areas and how are they successfully handled?
7.
Human resource training: 

Significant inputs of training will be required, not only will core users (management and immediate staff) have to be trained, but also members. Since member information and training needs differ and may even conflict or compete with management’s needs, how do you set up a targeted training programme that addresses these differences?
Computer technicians and programmers, because of their own education and experience often lack the socio-cultural skills and training capacities needed to transfer the technology to coop managers and members who tend to have much different backgrounds.   
To minimize the resistance of some stakeholders to computerisation and create a “win-win” situation for all stakeholders, all major stakeholder groups must targeted training during each phase of the computerisation process: preparation and info needs identification, preparation.  What has been your experience in the organization of computer training for core staff? Since Board members and general members should support the computerisation process and will also be eventual users of the computerised system once installed, what training do they need?
8.
Implementation:
8.1
Preparation of computerisation strategy and plan
The information problem must be well-defined.  What are the main information problems that need to be solved and why? Which ones are more urgent and must be dealt with first and which are less urgent and can be dealt with later? What are the expected benefits and expected costs of computerisation?     
Internal resources and member co-financing: What internal resources can be counted on to support computerisation? What type of computer skills are possessed by staff? What additional training will they require? What about funding? Does the cooperative have surplus funds that could be used to invest in computerization, or would members be willing to contribute additional funds to fiancé some or all of the computerisation costs? Does member buy-in to or co-financing of the computerisation process lead to a smoother computerisation process?
Scope and phasing of computerisation: Some say it is wiser to start on a small scale and gradually expand. Should computerisation be done in a phased manner, beginning with the computerisation of critical core functions, or with functions that produce visible quick results and improvements in cooperative performance?

Replication and promotion of software solution. If software package is successful and shows good marketable potential for dissemination: How should that be done, and by whom? 
8.2
System selection 

Review of existing manual accounting system:  What are the strengths and weaknesses of maintaining the existing manual system? What are the costs of maintaining the existing system, in terms of staff time and salaries, delays in reporting to management and members or errors in information processing, lack of transparency, etc?  How will computerisation resolve those weaknesses and reduce those costs?
Prioritisation of computerised information requirements and scheduling of software development and hardware installation requirements.  Which functions need to be computerised first and which can be left until later?  

Bench testing and selection of locally-available and supportable off-the-shelf core software and hardware packages: Typically agricultural and rural cooperatives start by using locally available off-the-shelf accounting and bookkeeping software applications to meet their computerised information processing needs.  Some software applications may be better suited to handle some types of agricultural/rural business activities than others (eg. rural savings and credit societies, low transaction frequency agricultural marketing cooperatives, like coffee, grain co-ops, high transaction frequency marketing cooperatives, like dairy cooperatives, multi-service ag cooperatives, etc.). In your experience, which existing off-the-shelf packages seem to work best for each type of mentioned cooperative, and why? If there are several core software packages to choose from, with each offering similar features and functionality, and aggressive software suppliers trying to sell their package to you, how do you make the right choice?
8.3 
Customisation and field-testing of selected “core software application” and hardware packages:
Since most easily available off-the-shelf software applications are not specifically to handle agricultural cooperative-type business transactions and operations, generally some customisation of the core software must be done. The functional areas of particular relevance to agricultural cooperatives, including member capitalization schemes, bulk purchase of inputs and inventory control, some processing services, and bulk marketing are typically not covered by such core financial services computerised accounting systems. 
Customization of the existing core application will be necessary and in many cases, additional modules will have to be developed and added on.  What are some of the typical problems one encounters in the process of developing add-on modules and how are they commonly solved?
Testing and expansion: While development is taking place, the manual system must continue to operate in parallel.  More over, once developed, the additional modules and the complete system need to be tested before replication or expansion.   What has been you experience in both of these areas?
9.
Monitoring and evaluation:

On-going M+E of the costs and benefits of computerisation: Because of its complexity, monitoring the process of computerisation and its incremental costs and benefits to members and managers in often difficult. 

Showing quick benefits buys support: Since member/user “buy-in” and support for the computerisation process is important, it’s important to be able to show quick, very visible results to management and members. How do you involve members in the monitoring and evaluation of progress achieved, problems encountered and recommended action to be taken? 

Multi-stakeholder M+E of computerisation process to counter-balance vested interests and increase cost-efficiency. Since hardware suppliers, software providers and management all may have vested interests to protect or exploit in the computerisation process, what’s the best way to monitor the process? Would having an independent and neutral external evaluator help?

B.
Structure and length of paper 
The paper should be concisely written but cover all of the thematic areas listed above and should also include a 1-page Executive Summary, a Table of Contents, a list of acronyms used, and a bibliography. It should be a minimum of 20 typewritten pages in length, bibliography and appendices and be submitted to FAO in printed and electronic (MS Word) format.  

C.
Delivery dates and method of payment:

The final report should be delivered to FAO on or before 31 May 2003. 

The author will be paid a total of US$6,000 for delivery of a technically satisfactory paper.  US$2,000 will be paid upon receipt of the signed contract and a detailed outline of the paper from the author and the remaining $4,000 upon delivery of a technically satisfactory version of the complete report. 
� This paper will be one of three regional issue papers: reviewing experiences in computerizing in agricultural cooperatives in developing countries in Latin America, Africa and Asia and will serve as inputs into the preparation of FAO normative guidelines on computerization of agricultural cooperatives in LDCs planned for 2004.





