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USAID /PARAGUAY 526~0107
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3. Project Title mEY
RURAL ENTERFRISES LOAN (Loan 526-T-028) ! %
L. Key project dates (fiscal years) 5. Total U,S, fund= !
" a. Project b. Final c, Fipal ing life of i
. Agreement 11/9/76 Obli- 3/9/80 input project
Signed gation Delivered $2, 500,000 ,
6. Evaluation number as 7. Period covered by this evaluation 8. Date of this
listed in Eval.Sched- From: To:. Evaluation Rewiew
ule 8/3 11/9/76 - b/30/77 June 16, 1978 |
7 Month /Year Month Near Month /Day /Year
9. Action Decisions Reached at Evaluation Review, [1U. Officer or Unit | 11. Date action
including items needing further study responsible for to be completed
(Note: this list does nou constitute an action follow=-up
requests to AIDM, Usze telegrams, airgrams,
SPARS, etc., for action)
a. Revise subproject selectlion criteris, . SDF - L'L‘..*'—.LLJ/::‘;;J July 15, 1978
including revised definition of eligible
agroindustries, and revised definition
of’ target group,
b. Revise Project Information Form (sube 8DF - UGAID/CDO July 15, 1978
project application)
; ¢, Ensure that Evaluation Unit of SDF collect SOF - USAID/CDO December 31, 78
project srogress date on & continuous basis, !
d. Send Implementatiocn letter spelling out "‘:I\I.:i/‘.'l'-;' July 31, 1978
USAID role in approval procedures under
i the implementation of new criteria,
: e. Deyelop realistic targets at ell planning SDF - USAID/ July 31, 1978
levels, CDO-FO
f: Central Bank and USAIY should d*xcuss Central Bank July 15, 1978
future project funding. Manager - 1;34'\1:-‘/ I
: Assist.Director
. I

12, Sig:lmtlu'es:
: Project Officer Mission or AID/W Office Director
Signa- Siunu~
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130 SUMMARY 2 1
The project has been financing agroindustrial projects at a much faster rate than B
anticipated, However, due to the broadness of the subproject sclection criteria
included in the Loan Agreement, some of the subprojects have been found tc be of =
a relatively low potential impact on the target group. The evaluation has also
disclosed that some institutional aspects of the project have not developed as

~ contemplated in the design of the prcject. The Special Development Fund Unit
(SDF) at the Central Bank has not been staffed as planned, has not yet conducted
the seminars forbenks or set up formal coordination mechanisms with other govern-
ment agencies, &€1d has not engaged in field promotion activities., Based on the
evaluation there is some question to what degree thése activities should be i
pursued during the remairder of the project. Nevertheless the SDF has established
& good rapport with the commercial banks and has been able to cbtain a wide
participation. Financing procedures have been found to be generally adequate,
with bureaucracy held at a minimum,

14, EVALUATION METHODOLOGY

s evalu on was performed in acc ance with the Mission's Annual Evaluation
Thi luation was performed accordan th the M on' 1l Evaluation

Schedule und constitutes the first review of the project. In view of the short
life period of the project, the revie C nin tutional espects of
the project such as the effectivenes: ¥ zation at the
Central Bank, participation of the equacy of the
subproject selection criteria, and 1 ti and
covenants set forth in the Project v rr out by a
team composed cf the Director and Project Analyst of the Special Development
Fund :;Tn‘J of the Central Bank, the !i.if:.;ic:: Assistant Caplital Development Officer
(Projec'.t, Manager), the Capital Development , IDI, the Mission Evaluation
Spvecialist, and the Administrative Assistant of the Capital Development Cffice

L -

- s el :
the Miesion .,-!'-.‘:'t.cr.
D

irector and Xey

The work was reviewed by the Mission's E 'L'.‘;.zn,-c: Off'icer an
"

Final evaluation review me were held with the Assistan
staff of the SDF. =

-

i The evaluation w d analysis of data relevant to project
: progress :* all 15, sits were made to 11 of the 21 sub-
proje ct.J financed as of the cut off date of this report. As most of them wevre
. still in their inception stage, tlie team concentrated on examining the end-use
of .1loan ‘u”: and in reviewing the potential impact of the enterprises on the
target group.

| 15, EXTERMNAL FACTORS

There were no changes in host country circumstances, policies, and priorities
. that affected the progress of the projecyu. All assurptions made at input,
| purpose:, and goal levels have proved to be realistic and valid, There were two
’ assumptions, however, made at the output leyvel that have not proven to be true.
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It was assumed that the Cepiral Bank and the commercial banks would e eggressive
in their promotional effo:ts, and that the Central Bank would adequately staff the
SDF. It was found that he SDF has not engaged in an aggressive promotional
activity as planned in the project documents, fearing that by doing so it might be
flonded with requests for rediscounts that it could hardly reject in view of the
broadriess of the selection criteria. Considering the rate at which subloan

requestit have generated, the aggressive promotional campaign envisaged in the

project documents does not appear to be necessary. With regard to staffing, the

SDF has only three professicnals devoting full time to the project instead of the .
5 contemplated in project paper. The Mission believes that SDF ghould establish |
an evaluation unit capeble of assessing the .impact of subprojects and has made its
views known to the SDF. The Central Bank, however, believes that the present
staff of SDF is adequate and is reluctant to incresse it.

16. GOAL/SUBGUAL

S % - » ¥ 1
The subgoal as stated in the logical framework is, "to relieve one cor more of the
identified farm leval constra i ts to small farmers' income’ Contribution
towards the subgoal was not measured because moyt of the subprojects are still
in the construction phase or have been in cperation for less than two months,
Moreover, no specific targets were established in the logical framework at this
level, Therefore, thé -scope of the review was limited to & physical observation
of certain subprojects and their locations in an effort to deternine the potential
for serving small farmers in thelr respective areas.
As of March 31, 19756, the SDF had approved for rediscount 21 subprojects.
Each project is directed to relleve one or more of the identified constraints to
small farmers, as shown below:

Number of

Projects Tvpe of Activity Constraints to be addressed
2 Sugar cane mill Jtable and remune c

2 Manufacture of wooden t tuble and resunerative prices
¢ for fruits and etables
1 Mint essence extraction Stable and remunerative prices

Create new markets

2 Processing of feed grains Stable and remunerative prices
1 Fertilizer plant Technology
[ | . 2 Peanut oil press Stable and remunerative prices

; ; Incentive to increased land utilization
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: © Number : ' ;
7 Projects Type of Activity Coastraints to be addressed o
; 1 Manufacture of horse drawn  Reduce marketing costs ﬁ
< carts and storage sheds 8i-ble end remunerative prices Bl |
1 Manufacture of.agricultural Technology
implements :
2 Wholesale storage Stable and remunerative prices ‘J
. fucilities s
1 Land preparation services Incentive to increased land utilization
1 Limestone plant (for use Technology
as soil amendment)
5 Silos Stable and remunerative prices
21

The application form for each subprcject detalls just how the subprojfect will
address the above constraints, In future evaluations
subprojects will be visitad and studied to determine
constraints were actually addressed, One ruClr~nn‘n,i n of this evaluation is

that SDF collect on a continuing basis subproject progress data so that the
impact of individuel subprojects can be adequately measured.

a sample of these cavly
the extent to which ti

One area of concern is the financing of grain silos, which seem to be of a
relatively low impact on tre target hroap. 81

L40% of the funds rediscounted to date. The M
eriteria should be adjusted to allow financi
identifiable high impact on the terget group

‘o finsncing accounts for about
isslion believes that the selection
rng only for subprojects with

small farmer net income". Given the short

The goal of the project, as stated in the logical f
1ife of @
to attempt to measure any change in the income of small
In later evaluations,the Mission and the SDF will attemp

¥

effects of specific subprojects on the incomes cof

17. PURPOSE

The purpose of the project as stated in the logical framework is to:

(1) promote the development of an agro-industrial infrastructure serving the
small farm sector, and (2) establish an efficient rediscount mechnnism' for
agroindustrial loans at the Central Bank.
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EOPS No. la. "All loan cuiids placed in rural agribusiness subprojects" -

The cash flow projection contained in the PP estimated a total of $500,000 in AID
R loan disbursements for the first year., However, as of March 31, 1978 (5 months

after initiation of operations) the SDF has already financed projects that
demanded a drawing against A[D Loan funds of $530,205.

ECUPS No. 1b, "All subprojects serve the smell farm subsector according
to the preestablished selectiou criteria"

AIl the subprojects so far financed are in some way or another serving the small
farmer., Some of them, however,are estimated to have a relatively low impact. The
low impact is mainly due to the fact that many subprojects are located in areas of
relatively low concentration of small farmers, i.e., colonizat.ion areas where ‘rand
plots are usually more than 20 hectares. Also, the broadness of the subproject
selection criteria enabled cextain types of subprojiects to be financed whicn may
not have {lad as high an impact as other types. The Mission and the Central Bank
have begun to revise the sclection criteria sq that meore financing will be
directed to subprojects in areas of high concentration of small farmers and wnica
are of types which clearly are of high target group impact,
The Annex to the Project Agreement indicates that
arf*‘- 4 r_:‘ 5-,:';; parti 'J.'Lu
- T

1‘

A periocd

i

of two weeks to cbject To the i B ne ......,u,n,
however, decided early in the implemen
have all responsibility for approving m
informal consultaticns ages ubt
advisable for it toc pa pa o -._L
first stages of the impleme ion tl g this
evaluation. Hence 1t will put into eff Annex of
the Project Agreement, at least for lar
EOPS No. Pa, "SDF demonstrated capability to maintain its level of rediscounting”
With the heavy demand fior financing of agroindustrial subprojects, the SDF will

i not be able to mainuain its present level of disburasements after the AID loan

: funds are ('Y“’t""t"‘., unless the Central Bank decides to increase 1Us contribufion
for capitalization of the SDF, The cash flow projection included in the PP
ssumed<a three year disobursement period for 41D funds, Should these funds be

' utilizad! in7a shorter pericd, the reflows will be insufficient to cover the demand

for funds in the subsequent years, and the Central Bank will be u,':::rittcr: tc seek
additional funding in order to maintain the present l-:‘.‘-:l of its portfelioc. The

‘ Mission has expressed its concerns to the Central Bank,
EOPS llo. 2b. "A system of subproject identification and premotion

established and functioning effectively”

The SDF has not engaged in any significant promotional effort and has made little
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progress toward; establishing a subproject identification system. Because of the

heavy demand for financing of subprojecte, including ones of high impact, the SDF
is reluctant to undertake large scale promotional activities at this time, and .
the Mission believes that at this time the issue should not be pursued, 3

In sumary, the project has had mixed success in meeting its purpose. An efficient
rediscount mechanism has been established within the Central Bunk to finance agro-
industrial activities. There has been good participation among the private banks

‘ and a good working relationship established between the banks and the SDF. On the

18.

AID\B-39A (7.85) -

other hand, the project has not been as successful as was anticipated in forming an
agroindustrial infrastructure which addresses the constraints of the small farmer.
A number of subprojects of lower positive impact than desired have evidently been
financed, and the resources available in the program have proved not to be nearly
adequate to address the needs existing in the sector. If the subproject selection
criteria can be adequately modified and if the Central Eank will put additional
finaancial and human resources into the SI'F, the project will have a good chence of
meeting its long-term institutional objectives.

INPUTS

AID inputs as set forth in the Loan Agreement consisted of $2,500,000 of loan funds
for capitali?atlc' of the SDF., The Central Bank cormitted to contribute amoun

not less than $500,000 o capitalize SDF and $350,000 for the operating cost:
SDF, The Central Bank hag allocated these ar ou;;p Jor use by the SDF.. The $500,00
has been used to finance subprojects against which AID reimburses ths Bank 3
each subproject is actually financed on & 5:1 pari pasau basis. The operating
expenses of the SDF are being financed frcm the ent

on a number of occasions |} 14<

be taking place under the
evidently because of a des
costs incurred by <he

he $350,000, Howey

ictant to undertaxe actiy s
pld visits, hiring of iLiC:LL

ting expenses at a minirum, Opeéra

e s 4 + 2 5s 00 Ma's
14 L vion amount to ‘;—v"’:-'ul

In terms of quantitative outputs, SDF has largely exceeded all planned targets
as can be seen in the table below:
Actunl after 3
5 Months of for
Operaticns )

l)l Total number of Projects 21

2) Total investment in 21 subprojects approved by
Central Bank ' $3,219,164

3) Total owners' contribution 1,329,045

) Total value of subloans made by operating banks 1,890,119
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5 Months of for first

Operations Year
5) Total value of rediscounts approved by Central Bank $l,13h,011 000
' 6) Amount of item 5 disbursed by Central Bank 885;560
'f) Ambunt of item 5 to be financed with AID's loan funds 945,000
‘ 8) Amount-of item 5 to be financed by Central Bank 189,071 ;
.'9jih;;erage-éﬁ6uht of rediscounts 54,003 ° |
ﬂib)- Number of new subloans in process BN T 12
11) New jobs created by 21 subprojects ) 2Ly
‘ 12) Estimated small farmers to benefit from subprojects,
TRl : directly and indirectly 20,398
. 19. UNPIANNED EFFECTS - -3 ‘ ,

No unplanned effects attributable to project impact have been noted during this
__evaluation,

20. CHANGES IN DESIGHN OR EXECUTION

The main modification
project select ioﬁ crit.
high impact subprojecte

projects, both trﬂ ,: are too
i broad and lack precisio Ly [inanced.
: Only recently the Missi ed an i :ntation lette uird e guuntifica-
E tion of the benefits to the small farmers resulting from the :1b;ruj utz, which
o should provide scme help in restricting financing of low impact subprojects. A
X ~  refinement of the selection criteria will be studied by the Mission nad the
Central Bank to JllLLt the project towards & more precise, aul if possible

verifiable beneficiary.
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