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Project Evaluation Sur~mary
 

The Small Farmer Credit: Profitability and Repayment (SFC) project was

approved and funded September 30, 1977. It was originally designed as a DSB/AGR/ESP

research activity (approved by RAC) for the purpose of determining microeconomic
 
data collection and analysis methodologies for application by LDC rural financial
 
institutions lending to small farmers. 
 The objective of the development and appli­
cation of such cost-effective methods was 
to assist the LDC institutions reduce
 
their defaulted small farmer credit portfolio and to enhance credit administration.
 
AID entered into a cooperative agreement with two 
(2) cooperating U.S. universities--

Colorado State University [CSU/ 931-1134 (01)] under the direction of Dr. Ronald

Tinnermeier, and Oklahoma State University [OSU/ 931-1134 (02)] under the direction
 
of Dr. Daniel Badger. 
Through the cooperation of these two universities working on

similar problems in diverse geo/cultural/economic country conditions the project was
 
to have benefitted from the "leap frog" effect--the rapid advancement and testing

of 
research methods by field application with the benefit of cooperation among the

research teams.7OSU quickly found mutual agreement with the USAID/Honduras and the
 
Banco Nacional deFomento of Honduras (BNF) to pursue the project objectives on location
 
in the technical division of the BNF. 
A project agreement between USAID/H and
 
the BNF and a Memorandum of Understanding between the BNF and OSU was 
signed and the
 
principal investigator, Dr. Loren Parks, was 
assigned to Honduras July, 1978. A

record of project achievements to date are included in the attached PES. 
 This compo­
nent of the SFC project is 
on schedule and is generating useful cost-effective methods
 
for application within the BNF..... l
 

However, a very discouraging set of elements has prevented CSU from beginning

in-country work. Originally CSU was 
to work in the Philippines. However, after the
 
cooperative agreement and project agreement had been drawn the USAID/P decided not
 
to allow the implementation of the SFC project because the intended cooperating Philippii

institution had not met conditions precedent 
to an AID sector loan. Having "wasted"
 
a lot of time and money in preparing for project implementation in the Philippines

and under increasing uncertainty the decision was made to "pull out" of that country

and to locate elsewhere. Nicaragua was chosen due to 
a strong expression of interest
 
on the part of USAID/N and INVIERNO (rural finance and development institute).

However, again after drawing the project agreement and Memorandum of Understanding

the Nicaraguan revolution began and the project implementation plans were terminated.
 
At this same time the Rural Development Officer in the Dominican Republic had heard
 
about the project and called AID/W project manager to determine the ability of
 
the SFC project to consider implementation in the DR. 
After several meetings with
 
the USAID/DR staff and the various institutions, the Agricultural Bank was selected
 
for project implementation. Again the appropriate documents were drawn and signed

in June, 1979. The cooperative agreement with CSU was extended without additional

funding for an additional year by amendment. The principal investigator, Thomas
 
Dickey, was placed in country and preliminary work was started on July 15,1979.

Again, the unfortunate devastation of the Dominican Republic (August 1979) by Hurricane
 
David places the continuance of the CSU component in serious jeopardy.


The OSU component will terminate 9/30/80. 
The CSU component is scheduled to
 
terminate 9/30/81. 
The OSU component, although successfully moving toward completion

of the achievement of project objectives, does not appear to have the requisite time
 
left to be able to translate the country experiences in Honduras with the BNF
 



into practical guidelines for the application of these methodologies to

other countries and other rural financial institutions on a global basis.
Given the inevitable delay in project work toward achievement of project

objectives due to the hurricane, there is serious question as b.-SU
 
ability to complete their plan of work in two years.


Thus, circumstances have forced AID/W and the cooperating universities
 
to make decisions regarding unresolved issues. 
 FA.rat, the question of

synthesis and dissemination of research methodologies generated under the
OSU work in Honduras. Second, to determine the best possible use of 
 SU ?
talent and resources, givein the uncertainties facing the project in the
Dominican Republic. 
It may make more sense to withdraw from the DR, and h * assign Colorado State University to the OSU project component in Honduras)
with the specific purpose of resolving the first issue.
 

The USAID/Honduras SFC project monitor, Robert Thurston, must take appro­priate action regarding any follow-on work between OSU and the BNF as this
project component extension quite clearly falls as most appropriately funded
 
by the USAID/H program.
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This project evaluation will serve three purposes: 

1) 	The regular annual evaluation performed by USAID Honduras 

2) 	 The regular annual evaluation performed by DS/AGR/ESP 

3) 	The special evaluation agreed to be performed by AID at the
 
end of thirty months for the purposes of determining pro­
gress of the project to date and possible extended funding.

Oklahama State University has requested that this special
 
evaluation be performed at the end of month twenty-four (24)

rather than month thirty (30) due to the lack of further
 
funding ability within DS/AGR/ESP. Reference: Project

Agreement between AID and BNF #522-AID-W 002: pg. 9 of 12.
 
The subject agreement states: "A comprehensive evaluation
 
will be made by the end of thirty (30) months. The process
 
will be as described in III-B, l(d) above. If the results
 
have been achieved, a follow-on plan of work may be de­
veloped by the BNF, AID and the U.S. Cooperating Uni­
versities, subject to the availability of funds, for the
 
continued advisory effort in credit analyses and improve­
ment actions."
 

13. RELEVANT COMMENTS ON SFC PROJECT DESIGN AND LCGFRAME 

The Small Farmer Credit (SFC) project has maintained the goal of in­
creasing small farm incomes and production, with the ultimate beneficiaries
 
being the small farm families of rural Honduras. The project goal and in­
tended beneficiaries are hence stated in the long term perspective.
 

In the more immediate sense, the SFC project has stated three object­
ives in the original (4-12-78) work plan, and later in the revised (11-6­
78) work plan. These were:
 

1) Improve farm management;
 
2) Train BNF employees and technicians;
 
3) Improve BNF credit administration.
 

Given these objectives, it is herein asserted that the immediate beneficiary
of the SFC/OSU project will be the Banco National de Fomento. 

In 	a more recent report (9-1-79) OSU has slightly modified the stated 
objectives of the project to be:
 

1) Improve farm management;
 
2) Improve BNF loan evaluation and administration;
 
3) Improve BNF credit policies
 

It must be pointed out that the above set of objectives reported to
 
the USAID/H and the BNF on the above mentioned date, are not the contractually

agreed upon objectives. The OSU project team will be held responsible for
 
those merationed as stated in the formal work plan, unless formally amended
 
by the A1D/W project manager and contract officer.
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The Oklahoma State University outputs directed toward the achievment 
of the project objectives are: 

OBJ. #1: a) establishment of farm records system; 

CBJ. #2: a) development of methodology for farm financial 
data collection and processing; 

b) development of uniform procedures for farm fi­
nancial analysis; 

c) conducting training programs for BNF personnel; 

CBJ. #3: a) case studies (selected by sampling) and 
questionnaires to analyze BNF defaulted 

use of 
small 

farmer portfolio. 

b) analysis of farm product prices for storage policy
implications and associated loan collection policies 
within BNF. 

14. SFC PROJECT PROGRFSS 10_l!/:8 to 9/30/79 

NOTE ON DATA REQUIREMENTS OF SFC PROJECT: 

Certain farm level data needs were found non-attainable within the BNF
information and record system (or within any other source for the Honduran
agricultural sector). Due to these data constraints, deemed critical to the 
progress of the project toward accoplishment of project objectives, the
OSU team was forced to devote an inordinate amount of available resources 
to data collection activities. The allocation of resources was considered
by OSU and the AID/W project manager to be a misuse of professional PhD staff 
time. For this reason, -_.assistant to r.Parks, KurtRnrkpman, was as­
signed in Honduras. Rockeman, working closely with BNF counterparts-Renario
Barahona and Rolandro Medranos-has been primarily responsible for the data
collection activities involved in the preparation of the farm accounting
(cash flow) records and farm enterprise budgets. 

The data required are: 1) variable production inputs and associated
market prices; 2) assets and fixed costs (depreciation); 3) product dis­
appearance (family consumption and post-harvest loss); 4) family cash ex­
penditure; 5) product prices received by the farmer. 

As indicated, the data collection activities are now very multi­
faceted, considered essential to achievement of the SFC project objectives,
and will continue (and in some areas be enhanced) for the life of theproject. BNF is in total agreement with the data collection activities as 
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seen by their increasing cooperation and assigmnent of scarce bank resources 
to the project. 

SFC MAJOR ACTIVITIES--COMMENTS 

A. Farm Accounting Book 

A final Spanish version of the farm acCounting book will provide the far­mer and the BNF with a method of measurement of the farm resource base and offarm family consumption. This measure of cash flow will serve as a basis forBNF loan evaluation. This book, entitled, Libro de Contabilidad ParaEwpresas Agropecurias, has been field tested with 15 farm families. It is notintended to be administered to each farm client in the BNF loan portfolio.Rather, it is intended to be administered to a sample of approximately 10 farmfamilies in each agricultural zone in Honduras, hence recognizing great region­al diversity. There is increasing political pressure being brought to bear 
on the BNF to modify the methodology to allow for incorporation of land re­form groups. The SFC-OSU project staff has agreed to modify the format and
methods, however actual extension to the field of this activity to all con­cerns and in all zones will be the responsibility of the BNF technical
division. Alphonso Bonilla has stated (9-1-79) that the BNF will pursue

extension of this data collection activity under the recognition of its
importance to the BNF operations at cost to BNF (estimated at $8,000 = L
16,000 + perito valuadore time for oversite) in the caning year. OSUhas suggested to BNF that only rural women be hired as accountants for thiseffort, in recognition of under and unemployment of women in rural areas. 

It is of importance to note that the BNF has historically employed no
uniform method of evaluation of small farmer loans. Such standardization
of methodology and procedure, based on accurate information is considered
critical to the reduction of the BNF defaulted portfolio. 

B. Farm Enterprise Budgets
 

Finalized Spanish versions of crop budgets have been prepared for the
majority of agricultural crops under three different technology levels for
the Honduran agricultural sector. These budgets are being consolidated
into a standard desk reference for perito valuadores entitled, Plan de
Iversion. In the caning year livestock budgets will be finalized andincorporated into this reference. It is estimated that 250 budgets en
toto will be available to the p ,1o V&uadore for loan preparation pur­poses. Currently, 120 enterprises budgets are completed and typed, and
40 more await final typing. 

Again, the lack of consistent methodology employed by BNF field 
agents has created problems in the bank's records and information 
system. Further, OSU has found that historically BNF peritos will au­thorize a loan amount from 20% above that which is needed and taken by 
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the farmer. This creates significant inefficiency in BNF loan resource allo­
cation-effectively tying up loan funds which will not be available to others
in need and will not be earning interest during the loan period. This prac­
tice restricts the size of the. BNF client portfolio, reduces the numbers of
small farmers who can receive loans badly needed, and is extremely costly to/
BNF. 

Further, in the cases where a consistent method was followed by the con­
scientious perito valuadore, that method has lead 
to gross under or over 
estimation of loan size. This is due to the fact that there has been only \/
one master budget available to the perito valuadore to use. This method
obviously ignores the vast regional variation in resource base climate, and 
crops produced-as well as variation in management capacity of the indi­
vidual farmer, technology levels employed in each farm situation, and
differences in prices paid for inputs. 

A further element of reality being introduced by the OSU project is 
the collection and use in loan preparation and evaluation of current input
prices. 

The OSU project insists that the budget is the basic building block
for careful loan preparation. Further, the methods currently employed by
the BNF do not account for essential variation-which has been estimated 
to be approximately 50% around the mean among the different regions in Honduras. 

This component (output) of the SFC project has been designed in several 
phases, as follows; 

- Variable cost data collection (crop and livestock)
 
- Preparation of fixed costs (depreciation)
 
- Education and training of peritos and BNF technical division
 

analysts in the budgeting procedures and methods.
 

Variable costs for livestock production, fixed costs and training are 
not yet camplete (see Sect F, pg. 8) but are now in progress and as of this 
evaluation these elements are expected to be completed by project termi­
nation.
 

There is an extensive training phase of this component which will cam­
mence September 15, 1979 and continue throughout the remainder of the proj­
ect life. It is planned that a carefully selected 14 peritos valuadores
will begin rigorous training sessions in enterprise budget preparation.
These 14 will then serve as trainers for the remainder of the BNF perito
valuadore staff (106), under the close supervision of the SFC staff. 

The enterprise budgets generated by this project used by thewere 
GOH in setting the 1979 National Grain Support Price. There are many other 
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areas of work in policy analysis which may now be considered due to the
existence of these enterprise budgets and data collection methods.
The 	OSU project staff and OSU on 	campus team will be constructing methods forlinear programming for this purpose during the caning year. . 

C. 	 Input and Product Price Collection
 

1) Product Price
 

The typical situation in the farm product price cycle 
 is represented byan 	 increasing trend in the commodity price from planting time, over thelength of the growing season, reaching a quick peak at harvest and then re­ceeding steadily. This trend is represented graphically below. Product 

Pr ie 

Con
 
Market price


Price rec'd by small 

Support
 
price
 

Planting Harvest Time 

prices received by the small farmer at the farm gate are 	known to be less thanthe 	market price. However, since commodity price data is systematically col­lected at the market centers and not at the farm gate there is no reasonableidea 	of how much these two prices differ. There are many reasons why a pricedifferential exists: 1) Many small farmers sell their product to roamingagents with trucks at a reduced price; 2) there is a serious shortage ofgovernment storage facilities and correspondingly only a small percentage ofthe 	Honduran farmers receive the 	support price; and 3) BNF loan repaymentpolicy forces the farmer (client) to sell his product by August 30, irre­spective of the market price at 	that time, to repay the loan. This reduces thefarmer's speculative options. 

The BNF has historically used the National Support Price as 	the measurein evaluation of the individual farmer potential to repay a specific loanamount. In recognition of the price differential the SFC/OSU project hasinitiated and instituted an activity which requires the perito valuadore
to collect farm gate prices from a large enough sample of farmers in each zone for realistic product price estimation for loan evaluation purposes. 

2) Input Prices 

Input prices are being collected and incorporated into the standard­
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ized desk reference which will be made available to each perito valuaore en­
titled, Plans de Inversion to assist in budgeting, loan preparation and 
evaluation. These prices vary considerably according to source and avail­
ability by region, therefore are considered necessary in keeping relatively 
accurate cost of production schedules. 

D. Computerized Client Information-Files 

the BNF has suffered seriously in the area of informationHistorically 
flow. It is a systemic problem, which begins with erroneous or inaccurate 
information given by the farmer and is carried and capounded throughout 
the BNF loan preparation, evaluation and approval cycle. The OSU project 
staff has suggested reforms with respect to camputerization of client 
records. Once the information is recorded, entered and verified this prob­
lem of inaccuracy of information and repetition of procedure each time the 
client approaches the bank for a loan will be eliminated. This measure will 
substantially reduce the transactions cost to the BNF and reduce the time 
necessarily spent by the farmer in applying for a loan. 

This canputerized system of client files will also give the BNF access 
to basic operational information it has not had in the past. For example, 
the BNF will be able to better determine the number of clients, the number 
of loans and by type, the percent defaulted and repaid. This and other in­
formation will certainly enhance the BNF managerial capacity. 

OSU-SFC project staff is cooperating with a larger $800,000 TA effort 
(Cooper and Lybrand; and R.W. Beck & Associates) financed under USAID-
Honduras loan 030 project designed to assist the BNF in setting priorities 
for the pending institutional reorganization within the BNF. 

E. Group Loan Experiment 

Currently the OSU-SFC project has been asked by BNF to assess the feasi­
bility of making loans to groups of individual farmers. The idea is 
basically to form a group of individuals who would not be loanable due to 
their high risk classification by the BNF if alone and make loana common 

to the group. This procedure would effectively reduce the risk to the bank
 
by spreading the responsibility among the group. It would also enable
 
certain segments of the smallest Honduran farmers (AIDs target group) to
 

The OSUreceive an equal chance to improve their production potential. 
project has instituted two (2) such group loans on an experimental basis 

of 3 northwest mountainous provinces having 55 such associationsin an area 

formed under a $25 million UNDP (IFAD) project (PRODERO).
 

F. Project Activities Planned for Year 3 (Final FY) 

1) Preparation and Incorporation of Livestock Enterprise Budgets 
inPlanes de Inversion
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2) 	Training of BNF Perito Valuadores (120) and technical division staffof procedures in farm enterprise budgets and improved loan evaluation 
methods. 

3) Case studies of Defaulted Small Farmer Portfolio for remedial anal­
ysis purposes. 

4) 	Linear programming for BNF Policy Analysis
 
- whole farm enterprise analysis
 
- loan repayment/product sales policies

- other problems as identified by BNF administration
 

and CSU team. 

G. Progress/Status of Colorado State in Dominican Republic 

1) 	 Agricultural Bank selected as cooperating host country institution. 
This bank provides @60% of all agricultural credit in theDaninican (including informal sources and other credit insti­tutions). The USAID/DR has strongly supported this choice. 

2) Memorandum of Understanding has been signed by all 3 cooperators
(OSU, CSU, Ag Bank).
 

3) 	Principal Investigator has been selected -- Dr. Thomas Dickey

now on assignment in country. Assistant also selected (CSU thesis 
research) -- J.D. Longwell--also in country. 

4) The Plan of Work is now being designed and will be finished by
November 1, 1979. CSU expects to use Dr. Loren Parks to consult 
and assist in work plan design. 

5) Secretariat of Agriculture and IICA is organizing a system of farmrecord keeping-purpose of which is to generate micro level data for 
ag sector planning and policy analysis. CSU will be assisting inthis effort and expects to use Dr. Parks and OSU experience and
materials from Honduras.
 

6) The tremendous agricultural and human 
 loss created by Hurricane David 
(8/79) may jeopardize project progress the coming year.over 

15. ASSESSMENT OF CHANGES IN PRDJECT SETING 

The Small Farmer Credit project (931-1134-02) is a centrally fundedproject originating, funded and managed by Development Support Bureau, Officeof 	Agriculture, Division of Economics and Sector Planning. In fulfillingthe institutional mandate of the central bureau of AID, this credit projectwas conceived as a cooperative inter-regional agreement between Oklahoma

State University, 
 (whose in country work would be focused in Honduras)Colorado State University (whose in country work would be focused in the

and 
Phil ippines). 
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The project was to have benefitted from the "slingshot effect" by em­ploying two cooperating universities working with rural financial insti­tutions mandated to lend to small farmers in two varied cultural/econamic/agricultural settings. It was envisioned that the Universities (and henceAID) would learn from each others' mistakes and successes in developingmicroeconomic based methodologies which rural financial institutions couldemploy to enhance their small farmer loan portfolio administration and re­duce the size of their defaulted portfolio.
 

Unfortunately, due to country circumstances in the Philippines,
later in Nicaragua, beyond the control of USAID 
and
 

and the Universities,Colorado State has been unable to locate in country until July, 1979. CSUis now operating in the Agricultural Bank in the Dominican Republic. Due tothis set back which is judged to be a substantial flaw in the project design,Oklahoma State has been working undeE aicp. However, while startingslowly Oklahoma State has accomplished all of the objectives of the projectthrough the second year of the work plan. The success of the SFC/OSU proj­ect is judged to be largely due to the rapid pace set for the team by the incountry technician (P1) Dr. Loren Parks. Dr. Parks and his staff have alsogained tremendous rapport with and the confidence of the BNF administration.This confidence in the SFC/CSU project effort stems primarily from the ob­vious direct utility to the BNF in their efforts to strengthen the adminis­tration of credit to the small farmer and land reform groups. The BNF con­fidence can be seen in the total cooperation of the BNF administration withthe OSU project staff, the assignment of relatively scarce human and capitalresources to this project, the adoption of suggested reforms and insti­tutionalization of OSU developed cost effective methodologies in data
collection and on the job training. 

Issues
 

1) As of this evaluation, it is evident that the SFC/OSU project has beensuccessful in assisting the BNF to move toward their goal of insti­tutional financial viability. The OSU project staff has done this byapplying existing knowledge and technologies within OSU to a newsituation and set of problems within the BNF and Honduran agriculture.Further, the OSU project staff has successfully generated new knowl­edge, means and methods of improving the BNF small farm and group loanadministration and evaluation procedures. It is this latter capabilitythat the BNF administration will need to concern themselves with in thenear future. More specifically, BNF and the USAID/H should beginconsider the current human and capital resources extant within the 
to
bankwhich can be assigned to the SFC project unit to continue the momentumof the project in the generation of new research methods and the appli­cation to the BNF system for problem solving purposes. The criticalcondition precedent to this internal assessment of resources is thedevelopment of a sound set of objectives for this technical unit over 
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next few years. These objectives should highlight the micro level data
generation and analysis needs of the BNF and should ccumplement the

technical capabilities and talents of those human resources which the
BNF assigns to the unit. 
A further consideration should be the tech­nical division which ismandated to pursue activities connected with
objectives achievement. 
These questions should be addressed before
the termination of Dr. Parks incountry assignment (July, 1980) thus
insuring the BNF's ability to draw on his technical perspective.
 

(2)The SFC/OSU project is a research project which is intended to deter­
mine appropriate methods for data generation and analysis. 
The
primary focus of this project ismethodology development. Hence, the
micro level data being generated are in "sample quantities" which are
not instatistically valid or useful quantities. 
It isnot simply an
"academic" concern that the BNF recognize the fact that sample size
(data sets) must be large enough and of sufficient quality to be
truly representative of the farm population inHonduran agriculture.
If the sample size and associated characteristics are not randomly

generated across all agricultural zones and of sufficient size there

exists a tremendous danger of under and over estimation. At this
point in time, these data should not be used for policy analysis
purposes by the BNF in recognition of this critical data constraint.

Any analysis which results inreccmendation of policy reform to the
BNF based on the use of these "sample" data could be quite hazardous
to the BNF operations and to the Honduran farming ccmmunity.
 

The BNF should consider what types of data are required to address

certain problems or policy issues and then marshall the resources
 necessary to collect the data with the statistically valid and cost
effective methods generated under this project.
 

(3)AID's field experience in the area of small farmer credit indevelop­
ing countries has shown that the rural financial institution and the
host country government institutions at large do not have access to
adequate information on the intricate interrelated macro economic
aspects of the agricultural sector. This is usually due to the
shortage of adequate micro level information. The Honduran govern­ment does not, at this time, have inplace the "machinery" for un­derstanding and analyzing macroeconomic policies. Consequently,
many of the problems which the BNF (and its small farmer clients)

has are related to the deficiency - the inability to see the whole
 
picture.
 

Further, AID has concluded that macroeconomic credit policies pose

as serious a problem to rural financial markets and institutions in

LDCs as the lack of microeconomic information.
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At this time, there are significant efforts and movements to put in
 
place the appropriate "machinery" which will allow the Honduran
 
government, and the BNF inparticular, to handle macroeconomic
 
analysis. The USAID/H has currently been given the authority to
 
direct the expenditure of 50 million dollars under its Ag Sector
 
II Loan, for the purpose of providing Honduras with the appropriate

technical assistance needed to accomplish this objective.
 

It issuggested that technical assistance to the BNF move into areas
 
where the US has comparative advantage - policy analysis techniques­
hence appropriately addressing this macroeconomic based problems that
 
effect the BNF operations.
 

For example: 	 1) national support price/storage policies

2) small farmer loan repayment and speculation
 
3) revolving accounts
 
4) loan default/repayment

5) investment 	credit
 

(4)The BNF isexperiencing high turnover inthe ranks of loan officers and
 
credit analysts. This turnover jeopardizes the ability of the BNF to
 
efficiently institute the recommended reforms - permanent institutional­
ization requires trained and committed BNF field agents who will faith­
fully carry out the recommended reforms and use the new techniques and
 
methods developed by the OSU/SFC project. Serious thought should be
 
given to the question of BNF salary incentives for its field agents.
 

(5)The OSU project has consistently stated as one of three (3)project

objectives that of improving farm management on the part of the
 
small farmer inHonduras. This objective was to be met through the
 
development of a farm record (cash flow accounting) system. Real­
istically speaking this objective, as stated, will not be met during

life of the project. This evaluation team would recommend that this
 
stated objective be dropped from those of the SFC project. However,
 
the farm records keeping system which has been developed and insti­
tuted on a sample basis will provide useful micro level data which
 
can be used by the bank to improve its small farmer loan preparation

and evaluation methods. In consideration of the functional utility
 
to the BNF, and to the achievement of the objective #2 (ref. pg. 3
 
of this evaluation), it isreccmmended that this activity be con­
tinued and considered as a valid and useful output of the project.
 

(6)The OSU component of the Small Farmer Credit project isconsidered
 
by the BNF, USAID/H, OSU and AID/W to be successfully proceeding
along the plan of work. Given the completion of the planned work
 
for this coming (3rd final) year the OSU project outputs will have
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significantly contr ibuted toward the achievement -of objectives #2 and
#3 (ref. pg. 3) 

In consideration of the lack of available ftMdin,;(4ID/W) under this co­operative agreement for the purpose of an extensionlof this activityfor 	years 4-5, and in acknowledgement of the respo ibility of AIDto review this project for this prupose (ref. Proj et Agreement -USAID/H and BNF) there exists an issue of what work of this natureremains to be done within the bank, what is the app opriate con­tractual mechanism to provide this technical assistnce and what role,if any, should Oklahoma State University play.inthtprovision of
these services. 

It should be clearly recognizea Dy ali parties invo ved that this proj­ect 	has not benefitted, to the extent originally en isioned, fromcooperation of two universitigs operating diver geographical andcultural countries. This is not 	th.fault of the utiversities in­volved, but due to factors exogenous to the project which have miti­gated against locating the second university. However, primarily dueto this fact the OSU component of the project has become directtechnical assistance to the USAID/H program and 	 to-the Banco Nacionalde Fomento of Honduras. Therefore, there can be no further consider­ation of funding of this particular agreement from AID/W. 

Another critical Oement of consideration isthe existence of two
technical assistance teams in the BNF (in addition to this project) fi­nanced under a USAID/H loan 030 whose primary function is operationsand systems analysis of the BNF from a financial/institutional per­spective. These teams will be making recommendations to USAID/H andthe BNF for rather specific technical assistance interventions whichwill be financed under the larger USAID/H Ag Sector II Loan program. 

Therefore, it is only after all the recommendations are in and the BNF,together with the USAID/H, construct a clear set of priorities for uSassistance that a determination of need, source, mechanism etc can be
made by the USAID/H. 

(7) Given the uncertainties of future contractual relationship with theUSAID/H and the need for specific TA interventions to be provided byOSU 
ect 	

to BNF in the future, it is now recommended that the SFC/CSU proj­staff take on no additional activities. Concentration on providingthe 	outputs specifi--ed in the 3rd year plan of work is now 	needed. 


