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13.  SUMMARY

The general goal of this project is to improve the standard of living
of the Indian families of the Central Chaco. Two-thirds of Paraguay lies
west of the Paraguayan River--70,000 square miles of scrub intermingled
with grassy plains. While for-centuries this has been home for a dozen
Indian tribes, even today it claims only 2 % of the country's population.
Mennonite groups moved into the Central Chaco from 1926 to 1947, setting
in an area extending 50 kilometers on both sides of the Trans-Chaco High-
way between Km. 350 and Km. 450 from Asuncion.

14, EVALUATION METHODOLOGY

The staff of ASCIM (Asociacidén de Servicios de Cooperacidn Indigena)
includes professionals of high technical competence in agriculture, coope-
ratives, public health, education, social work and social organization.
USAID had found that ASCIM's periodic reports were honest, objective, and
analytical, frequently recommending best solutions for problems. USAID's
confidence in their ability to make a fair, constructive evaluation was
borne out, and ASCIM's evaluation is incorporated completely in this report.
ASCIM's recommendations, reflecting lessons learned, should be studied by
future planners of projects carried out under similar conditions.

15. EXTERNAL FACTORS

As well documented in the ASCIM evaluaticn, several assumptions proved
to be invalid. A lesson learned might be that some assumptions should be
tested carefully for validity before committing time, peopie and money to
a sub-project. Most of the invalid assumptions could have been investigated
had it been apparent that the success of the sub-project depended on them.
However, the difficulty in dealing with an organization located in a remote
area should not be minimized, and USAID was flexible in working around the
sub-projects that failed without adversely affecting the project goal.

16. INPUTS

Inputs were committed on schedule and have been accurately accounted
for. Slight adjustments were made during implementation, with agreement
of both parties. Inputs were properly and effectively utilized.
17. OQUTPUTS

See ASCIM report.
18. PURPOQSE

See ASCIM report.



19. GOAL

The general goal of this project is to improve the standard of Tiving
of the Indian families of the Central Chaco.

20. BENEFICIARIES

Forty indian families (about half Lengua, half Chulupi, two tribes
of different languages, cultures, and traditions) with at least four
children each.

21. UNPLANNED EFFECTS

None evident at time of eva]uatjon.

22. LESSONS LEARNED

See ASCIM report.
23. ASCIM REPORT

USAID believes that the sincerity and professional competence shows
through clearly in the evaluation report drafted by ASCIM. In order to
maintain the fidelity of tone and meaning, the Mission has not edited the
ASCIM report but incorporates it in this evaluation as it was written in
English by the Mennonites.
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SUMMARY

This evaluation shows that. we made, progress with.the USAID OPG 3/78 No.
526-0120 Project. But from the very.beginning.it was clear, that the project
was too complicated for the technical staff of ASCIM,.and that in some aspects
it was based on ronfeasible suppositions..

The $ 549.545.- the total amount invested by.USAID in.these projects has been
well applied, that's what the evaluation shows; and it has brought us nearer
to the goal of helping the Indians to reach a higher level and to become inte-
grated citizens of the country. This fact has also been confirmed to us by the
Indian -leaders.

Example: 'A-3, B-1 and B-2

A-3. This sub-project was started with a falée-supposition, i.e. that Indians
had working ‘horses, which could draw "Toolbar" besides a plough.

For B-1 we expected a food-technician. But she arrived with a delay of 10 months
and left'ASCIM before having completed one year of work. There were no other
professionals available, and so B-1 was carried through only partially according
to its original plan.

B-2. Here the sub-project was planned supposing that CEPANSO - Buenos Aires and
the competent national institution would cooperate. This cooperation was not
offered and so the sub-project failed.

Conclusion:

a) For future projects like the above, which require the cooperation of profes=
sionals and institutions, this cooperation should be secured beforehand, or
it should at least be within the reach of the project.

In general, however, these deficiencies with regard to the individual projects
did not delay the impact of the USAID-project on the Indian settlement. The
overall impact is positive and reached most of the aspired goals, and in some
cases even more than that. Some of the sub-projects lave developed beyond the
established score and their positive influence on the life of the Indian settle-
ments continues.




ASOCIACION DE SERVICIOS DE COOPERACION INDIGENA - MENNONITA
A. S C. | M

Paersoneria Juridica Coarreo: Filadelfia
Decreto No. 37.174 « Sirviendo a las comunidades Indigenas del Chaco Central» Chaco - PARAGUAY

-~ wrtesanla - desarroilu comunilario - untrondmlanto protestonal - v¢ucaclén pdmatla educacton do sdultos - Atenclon médica-sulud pablica

coopuralivisino - cradilos

- ganadusla -

agricultura

tLengua Chulupl-Tobn-Snnapané-Taplota-Gulrln[Ocoldontal-Longuu-Chulupl-fcba-Sanup-nt

Examples: A-1, A-2 and A-4 sub-projects, to mention only a few of them.

It is obvious that these sub-projects surpassed hy far the established
scope. Within this top organization the 8 cooperative will probahly be
legalized and the integration of the Indians in the national agricultural
will thus take place earlier than originally expected. C-1 also has a very
positive and extensive impact on the social development of the Indians.
This will show even more in the future.

Suggestion:

In the future ASCIM should plan the projects, which are financed from abroad
in such a way, that the available personnel is in a condition to carry through
these projects. The projects shculd be simple and clear so that the employees
as well as the Indians can assess it and understand the established goals, in
order to make them their own.

Filadelfia, February 1983
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FINAL SUMMARY REPORT TO USAID MISSION TO PARAGUAY

OPG N2 3/78
Subject: Project N2 5260120
Indian Settlement

A. AGRICULTURE

A~1 Settlement of New villages

The goal was to alliviate in part some crowded conditions on existing Agricul-
tural Communities caused by a high percentage of landless families living with
landowning relatives,

It was set forth, that 40 families would be settled on their own land, provid-
ing them with the basic agricultural equipment and an adequate infrastructure
needed for a start,

Achievment

A total of 40 families were actually settled under this project. Most of them
were young married couples .living with thie wifes parents. In total 3 new vil-
lages were founded. In each case a local indigenous extension agent was
trained and employed to supervise the settlement activities. He also served
as go~between perscn for the ASCIM and the local communities.

One well and two pomrds were constructed to service the need for potable water.

Each family received a plow, horse, harness, planter and access to a horse-
drawn wagen,

They were also encouraged to build some kind of improved housing facilities.
About 50% responded in constructing adobe houses with tile or tin roof. Most
of the families make use of some improved form of the latrine.

- arlozanla - desarrollo comunitarlo - antranumiento profusional - educactén primarla educacion de adullos - Atencién médica-sulud publica

about fifty hectares of land was cleared and a cattle raising project started

% in each village, although with very little success.

Z The biggest problem was the fact that most families were very young and found
= it difficult to breack their parental ties, leaving their plots for extended
E perioda of time.

% Farm-to-market roads were constructed 20 km as the project intended, as were
a about 70 km of fences to enclose farmland, horse and cattle pasture and road-
L} sides.
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A-2 Extension Training Program

It was the objective to train native farmers as well as indigenous extension a-
gents in-such areas as plant propagation, plant protection, livestock production,
and study the incidence of infectious anemia in horses. ' Furthemwore, training in
tractor maintenance and repair was to be provided to the Indian tractor owners
and drivers. It was set forth, that a total of 20 indigenous people were to be
trained-in crop and livestock production skills,

Demonstration plots were.to serve to show proper agricultural practices to the
general Indian populace. Field days and special short courses were to be con-
ducted at the viliage level to aid, stimulate and bring forth innovations.

Achievement .

The projected 20 people were trained. Although interest among Indian farmers to
have their own extension agents is running high, some are unwilling or unable ta
pay their-agents a salary.

The ASCIM budget did not provide salaries for them beyond project duration. As a
result most of them work only periodically or quit alltogether. For six of these
people the ASCIM was able to arrange financing for their salaries. These six peeé~
ple are still working very actively and with success at their settlement and at
the plant nursery in Yalve Sanga. -

The demonstration plots were run for two years, the first year on a Iimited scale
at Yalve Sanga. The purpose here was to demonstrate the effect of an herbicide
called trifluralina in the control of southern sandbur (Cenchrus echinatus L.).
Initial results were very favorable and acceptance of this new method of weed con-
trol by the Indian farmers was high.. Later years however bore out, that the cost
and high degree of technical skill required were simply out of step with .the pace
of the Indian farmers' development process. As a result more emphasis ia now
placed on manual weeding and horse-drawn equipment.

The second yvear the demonstration plots were established in all agricultural set-
tlements to demonstrate correct agriculture practices in cotton production such
as: seeding rate and plant spacing, howing, cultivating,. insect control, harvest-
ing and storage methods.

The results of these plots was favorable. It was demonstrated that a higher yield
could be achieved with no additional input except timely and appropriate cultural

practices which were all manual labor. Because these demonstrations. ran for only

one year no measurable impact. could be observed among the Indian farmers..

IField days and short courses were held including two at the experimental farm to
observe the heavy soil experiment. (see A-5)

The animal health technicians were trained in cooperation with the Servicio Agro-
pequario of Loma Plata. Most of these people quit their work after one or two
years. After treating many sick animals and not receiving any renumeration from
their clients elients they simply could no longer maintain an adequate supply of ..
medications which made their work imposasible. Two of these people are still ac-
tively engaged in.-animal health work.

Although a serious effort was made to systematically investigate the level of in-
cidence of I.A. in horses no concluding result can be presented. The Indian tech-
nician trained for this purpose quit before the study was completed. Therefore
the earlier reported guesstimate of 30% still stands.
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27 tractor drivers were trained in a special course held in conjunction with the
Servicio Nacional de Promacion Profesional. Drivers were trained in machine main-~
tenance and implement adjustment. Also driving skills and field preparation
methods were taught. In addition the Taller at Yalve Sanga provided and continues
to provide training in mechanics and machine maintenance. Also a field service
cculd be. provided to all gettlements. This service continues to be offered through
the Taller at Yalve Sanga, where at present 9 young Indian are trained as mechanics,

The foundatiom and/or consolidation of 8 pre-cooperatives was achieved to- a large -
extent. As expected, these pre-cooperatives render their services in.the marketing
of the products, and cooperative stores. Till now none of the cooperatives has
been legally chartered, but a draft of the bylaws is already under consideration.

The elected cooperative leaders of the 8 pre-cooperatives have been trained and in-
stalled in their work as planned. Unfortunately trained personnel often leaves, so
that their training is actually im vain and has to be repeated.

There are 8 pre-cooperatives, and their administration has been organized accord-
ing to the Paraguayan cooperative law, i.e. each pre-cooperative has 1 board of
directors, 1 supervisory board and assisting committees. 27 persons are system-
atically trained in their specialties (in courses and special instructions in the
Ciclo Basico)v 3( Ciclo B&sico. - Basic Cycle of the High School)

The funds are spent according to budget, i.e. 1 technician in bookkeeping and his
trips are being paid. The additional costs of the instructions courses were paid
by the ASCIM and the FECOPROD members, who participated in the implementation of
these courses.

Implementation

The implementation of A-2.4 and A-2.5 was carried through under the supervision of
the cooperative consultation office of' ASCIM. A. bookkeeping technician: has been
empfoyed. None of the cooperatives has been legally chartered as yet, but a draft
of the bylaws has heen prepared and revised by the Indian leaders and members.

The delay in the legalization is due to the following reasons: (1) a certain resist-
ance of the Indian against new things. (2) Lack of experience and understanding

for the Western (capitalistic) economic structure. (3) A modification of the ob-
ject: To organize one common, integrated according to its desire, instead of re-
cording each pre-cooperative seperatly, takes more time and study.

The DGC (Direccidn General de Cooperativismo) has promised to cooperate and seems
to be tolerant with regard to Indian peculiarities.

A~=3 Mechanization

The objective was to develop a multipurpose horse-drawn toolbar that was to aid in
increasing production at reasonable cost without complicated mechanization problems
of fuel powered machines.



Project achievement

A prototype was developed and tested at the settlements in Yalve Sanga. It was
also loaned to saveral farmers which showed great interest in utilising it on their
farms. Two main problems were encounted.

First the toolbar was too heavy for the amall horses that the Indian farmers pos-
sess. A team of two horses could not pull the machine for more then a couple of
hours at a time. Secondly the price exceeded conventional horse-drawn equipment
that-was already in use.. As: a result further development of the toclbar was can-
colled. An analysis and comparison between. toolbar, conventional horse-drawn:
equipment and fuel-powered .equipment has been presented earlier in writing.. For
the money left in this project a tractor and equipment.for' the nursery was pur-
chased, according to the proposal made by ASCIM and accepted by USAID.

Situation at the end of the Project

The tractors with their implements are in action. The groups, who bought a tractor
for themselves, have organized. The administration of their machines is in their
harrds. and payments have been made, with some exceptions, and these. funds now form
the revolving funds, for which new tractors.have been bought for additional groups
in the meantime.

Output5°

There is a small difference between the number of purchased machines and implements
and those originally planned. According to the demdand-andlthecftthds available the
fohlowing machines were purchased:

Teckars Planned: Purchased:
Tractoss 5 6
Ploughs 5 6
Disc harrows 5 6
Sowing machines 5 4
Trailers 5 5
Cultivators 5 2

About 150 small farmers, united in 6 groups have become beneficiaries of this proj-
ect. Additional six groups have made. their down payments and also bought tractors
and machinery partially financed by the repayment fund. and partially by credits pru-
vided by MEDA-U.S;. The revolving fund has been introduced by CCC and is being fed .
by the repayment funds, which the 6 groups are paying for their machinery. These
farmers cultivate about 75 hactar additional of cash crops.

The funds are being invested in this project according to plan. The down payments
have been made by the groups and were employed for the purchase of the machines in
a relation of 20% to the USAID funds.

Implementation

The CCC accepted the implementation of the project. Eligible groups organizad and
were trained in administration aand bookkeeping. 7Two of the six groups have problems
in their administration and repayment. A measure to solve the repayment problems .
was the extension of the deadline from 5 to 7 years for repayment and the down pay-

ment change from 20 to 70%
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It is possible to purchase the Brasilian tractors "Massey Ferguson", which are well-
known here. USAID gave their OK, since purchase and maintenance of this brand is
very advantageous at this place.

A~ Farmers Service Center

Situation at the end of the Project

The communal center for the agricultural districts has been established and today
it serves 8 districts, and not only 5, as originally planned. It was possible to
develop the project with the subsidy from another side, (1} so it is now possible
to transport the goods to-the settlements ( cooperatives) with the 5 ton truck, and
(2) the Diesel Service station provides fluel to the agricultural machines of all
settlements. Considerations have been made with regard to the joint marketing of
the agricultural products.

Qutputs:

- Three fulltime employed and trained persons serve the communal cernter, who are
also fully responsible for its administration.

- The cooperative stores are supplied with goods periodically.

- The level of sales exceeds all expectations for the first years: Approx. 30 mil-
lion @&a8. in the first 2 years.

- The warehouse with a truck garage, truck and aervice station have been built or
purchased respectively accordizg to the need and are completely finished by now.

- After 3} years. of. activity the Center disposes of a. selffinancing capital of
2.910.000 @s..

All funds provided for this project, have been employed and were enough to develop

the project according to' plan.. Additional subsidies, obtained through ASCIM were
used for amplification (truck and garage).

The entire project was carried through in cooperation with the Indian leaders, uni-
ted in the new institution CCC (Comité Central de Cooperatives = Central Coopera-
tive Committee). Although ASCIM acted as the responsible and mediating institution
at the beginning, the administration and responsibility was fully tranaferred to
the CCC in the first year.

Considerations with regard to communal harvest sales led to the conclusion that the
distances between the settlements and the center would make a common marketing un-
profitable, but the down payment prices are established in mutual agreement and ori-
entation is given with regard  to the buyers. The marketing is carried through on
the basis of the individual pre-cooperatives. :

Conclusion

Indian extension agents have a place in the work'of..the:rASCIMl.andcarwecwell accepted
by their peers. However the ASCIM will have to provide funding for their salaries
at least in the foreseeable future. Demonstration plots seem to serve well in
stimulating and transmitting. correct agricultural practices. and the ASCIM should in-
corporate them as an integral part of their extension program. Advanced mechaniza-
tion haa brought about a small increase in agricultural production and also pro-
vided the Indian communities with transportation for their commercial and social en-
deavors. .
\

\



Advanced technologies and mechanization can easily becomc pitfalls for smallscale
farmers.

Providing land and support ‘services for a new settlement does not guarantee actual
agricultural production although land possession is valued very highly by the In-
dien, .

A-5'Crop Production-on Heavy Soil

Objective of experiment:

1. To increase the area of experimentation on heavy soil.

2. To determine what type of crops are most suitable for production .on haevy soil.
3. To determine the economic feasibility of.croping heavy soil.

k., To compare different methods of.cultivation on heavy. soil.

5. To abide by a systematic crop rotation.

Preparation of the area of experimentation:

1.:The 22 ha area selected for experimentation was cleared of brush with a bulldozer.

2. The bush rows were burnt and roots gatherd from the entire field.

3« The entire ficld was worked with a deep tillage cultivator and ploughed several
times prior to the first seeding.

Soil analysis:

Soil samples were taken in 13 locations throughout the field. There were only
slight variations between samples.

The -average of these samples was:

Acido Ext. meg/100 ml :° 1,18 : pH : 6,62 -: MO% : 1,6

Ca meg/100 ml : 2,12 : Mg meg/100 ml : 0,326 -: K meg/100 ml : 0,242
Pppm : 82.:-Sand % : 49,4 : Slin % : 29,6 : Clay % : 21.

The Boil analysis confirmed the suitability of the eiperimental site for agricul-
tural crops.

Crop rotation:

1. The entire experimental field was seeded to sorghum as a first crop.

2. The field was divided into three blocks, with each block being subdivided into
an additional three plots. .

3. A systematic crop rotation was implemented.

A total of 12 different crops were grown on the experimental site during the first

four years. Results of the crops were:

i. Grain.sorghum: has been grown for several years and had an average yield of
2.900 kg/ha. Nine varieties were grown in the last crop year. In some years
birds cause considerable damage as the grain neared maturity.

2. Silage sorghum: has been extensively grown during the last two years. Five
varieties were grown in the last crop year. An average yield of 76.700 kg/ha
was obtained.,

3. Cottor. has bz2en grown during the last two years. The five varieties grown in
the last crop year had an average yield of 1.580 kg/ha. The previous years
yields were considerably higher, varying from 2,200-3.000 kg/ha.

k. Several varieties of caster beans have been seeded at various times during the
crop year. The yields have varied from 700-1.100 kg/ha depending on such va-
riables as available meisture, frost damage, etc.
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5. Sunflowers grow well on the experimental .site,:but were.mot planted during the
last'crop:year because birds tend to destroy.a major portion of the crop.

6. Wheat was planted in 'the.winter during the .last years. Reasonably healthy
stands developed, but the risk of frost during the flowering stage remained a
_threat. The plants also tended to develop weak root systems which resulted in
the plants falling over as the crop neared maturity.

7. Clover grows well on the experimental site and seems to be fairly disease and
insect resistant.. Two cuts yielded a total of 9.750 kg/ha green fodder or
L4 .250 kg/ha hay.during the last year.

8. Alfalfa has been.grown during the last two years. An average yield of 9.500
kg/ha green fodder or 4.000 kg/ha hay was harvested. Alfalfa is very suscep-
tible to insect infestation and as a result requires a great deal of attention.

9. Lab-Lab beans have been planted as a green manure crop during the last three

. years. The plants are very disease and insect resistant, producing a dense mat
that crowds out weeds and soon covers the entire area.

Summary:_
Of the crops tested, grain and silage sorghum, cotton, caster beans, clover and
Lab-Lab beans seem suitable, and would be recommended, for production on heavy

soils.

General observation:

1. The s80il where the bush .was :piled .and burnt 'is still nonproductive. In future
bush clearing operations different methods should be used to prevent soil non-
productivity.

2. The heavy soil requires 30 mm of rainfall to mmke the seeding operation success-
ful. If less rainfall is received the ground remains very lumpy. and the seed
generaly germinates very poorly. _

3. The heavy soil requires more field operations to prepare the seed bed for plant-
ing than the sandy soil generaly cropped in the area. It.also requires more en-
ergy (horsepower) to get the same job done. Thus more inputs per hectar are re-
quired for -crop production ‘on: heavy so0il than on light soil.

L, The heavy soil also forms a very sticky mud that makes field work impossible for
several days after heavy rains. Water stands for several days in shallow pools
without being absorbed into the so0il, being evaporated instead. To prevent this
the 80il needs to be'worked after every heavy rainfall, to allow moisture to
penetrate the soil.

5. The.heavy soil tends to compact readily and forms a crust after heavy rains. The
crust does not permit tender young shoots to emerge. As a result the stand is
often poor if a heavy rain falls shortly after seeding and a crust forms before
the shoots are out of the ground. This problem will need to be overcome in order
to crop the heavy so0il successfully.

6. Returning large volumes of organic matter to the soil, improves the structure of
the s0il as well as:aides in its water retention ability.

7. Yields on the experimental site are generaly 30% higher then the same varieties
on light soil.

Extension:

Croping on the experimental site has drawn considerable local and international

interest due to the fact that there is limited additional sandy soil that can be
brought into production in the area. Expansion of crop production will thus of

necessity need to be heavy soil.

Local farmers ‘frequently visit the experimental site. Field days are held on an
annual basis. In Excess of 300 natives were in attendance at one of these field

\V
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days. ' Students from local schools, and students from the University of Asuncidn
frequently visit. the site. .Information and lectures are given on request.
Groups of foreigners, mostly Europeans, frequently visit the site,

Conclusion:

All the original objectives of the experiment have been realized. A great deal
of useful information and data has been collected from the experimental site. A
great number of questions and problems still need to be answered and solved. As
a result the decision has been reached to continue croping on the experimental
site beyond the period of funding by USAID.

B. HEALTH

B-1 Nutrition

The goal of this subproject was to vrevent infant malnutrition by working on the

following purposes:

1. Establishment of a selfsustaining foodmix production plant servirg local needs.

2, An established nutrition education and surveillance program for mothers and
young children.

3. A 20% reduction in the prevalence -of infant malnutrition.

) projected completed Total

1. Production and distribution o food- T 9 80 81

mix (tons)(peanut flour) an experi-

ment only - see interim report 9/81 100 2,8 2,5 5,3
2. Indian women reached with some type :

of nutr. educ. 1.500 450 135 341 926
3. Women participating in nutrition

cursillos" 500 206 33 280 519
4, Training of 40 villagenutrition

extensionists 4o 60 60
5. Pre-schoolers exposed to foodmix 2.000 4oo oo
6. Children regular users of foodmix 500
7. Surveilance of nutritional status

in pre-schoolers ©1.500 1.500 1.500

1. The goals set in the beginning have been helpful fo sort out our possibilities
and our limitations in the ares of nutrition education and promotion.

1.1. Major efforts have been made in the area of nutrition promotion and education

on the village level.

a) Indian mothers and fathers take serious interest in learning about nutrition
and food preparation.
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b) A larger group of women have participated in cursillos for nutrition exten-
sionists. Some of .these should continue to take further courses, so they will
be able to contribute on a local level.

c) 6 Indian healthpromotors have been trained with major emphasis on public health
and nutrition education. All six are working fulltime in their own communities

1.2. Through a rigerous child-clinic-program of all Indian groups the nutritional
status of about 80% of all small children is under continues control. We are glad
to see a certain improvement in the overall nutritional status of under-five chil-
-dren,

2. During the process we realized that some of the goals/outputs had been too idea-

‘1listic,
2.1. The projected foodmix plant could not be established for various reasons.
a) Difficulties with respect to appropiate machinery.
b) Proper storing conditions for foodmix.

¢) Major difficulties of selling on a marketbase.
d) Nutrition value, local product and side effects (aflatoxin) of peanut flour.

2.2. The projected program could not be carried out to satisfaction because of
needed persommél.

3. That the goals will still continue to be in process over the next years,
gince knowledge about nutritional values and change of habits will still con-
tinue to be taught.

3+1. Not all goals have been acomplished as yet, but will be continued to be
worked at. The employer of ASCIM and also the Indianleaders have learned a lot
through this project and the Indian will continue to benefit out of it.

B-2 The coﬁtrol of tuberculosis in dogs

Objective:

To -establish the occurrance of T.B. in dogs and find out what role it plays as a
source of infection for humans. To work out a program that would control T.B. in
dogs.

Presumable conditions expected at Actual Situation

the end of the project.

a) More. experience and information a) Although we do have more information
about tests used to diagnose 'T.B. we could not increase our test knowledge
in dogs. because there was a lick of co-operation

from the institutions in Asuncidon and
from CEPANZO in Buenog Aires. However,
it would seem that our studies indicate
that the BCG test is usable for dogs but
that the PPD test (tecnice Montoux) is
of no value in this case.

b) More knowledge about the ~on- b) We have not been able to prove or dis-
nection of T.B. among hurians and prove the connection. The suspicion re-
among dogs in the Indian Settle- " mains.

ment.



¢) The reductioi .of about 50% of c¢) This has been done. (Insofai:' as the
the dogs found to be T.B. positive. tests are reliable)
d). A continuour control program. d) This has been planned for the future.

(see comment)

e) The people know more T.B. There
have been informative lectures about T.B.
in all the areas.

Executed

1. This has been done in a deficient man-
ner. (see above)

2. This was done as far as possitle. Some-
times there were no test materials,

3. This was done.but not 100%.
4, Done.

5. Has not been done because the results
are not clear enough.

Comment :

Thinking of a possible continuous control program oi T.B. in dogs and in view of
the results obtained till now one could recommend that in a simple program the
number of dogs could be controlled. (e.g. one dog per family) In that way the
number of dogs with a possible T.B. infection source would be reduced.

C. EDUCATION

C-1 Education for professionals

1.3.1. Eighteen adults made the "Curso Rapido" (Short instruction course - Fast
Course) and so finished the 6th grade. There were more students for this grade,
but they did not want to participate. They prefered to stay with their work at
the Cooperative, etc. and this was very reasonable, since there were no other
persons to replace them. Although the number of persons who reached the 6th
grade level was not very high, the working potential has increased in the co-ops,
the schools and in other areas.

1.3.2. In the first 2 years 20 students made the "Ciclo B&sico" (Basic Cycle) in
twvo half-year courses. The curriculum was equivalent to that of the 13t course.
In the 3rd half-year course a new group started, also with 20 students. Some
left. The last group continues now in the 2nd half-year course, thus finishing
also the 1st course of the "Ciclo Basico''. So more qualified persons have been
trained, who can take over responsibilities in their communities, since the
need is growing continiously,

1.3.3. Finally 35 of 40 adult students remained to finish the 1st course of the
"Ciclo Basico'. These adults also received instructions on education, health,
the co-operative system, secretarial and social work. The curriculum of this

L/,
\l
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.half-year course was analyzed so also to include this type of studies. The re-
sults.of the larger part of these efforts were very positive.

1.3.4, 45 village school teachers received teaching instructions or pedagogic in-
structions in the "Ciclo Basico, short courses and visitations in the schools of
-their villages, the place of their practical work. In the area of education a
progress can be observed, since the Indian teacher is now able to teach higher

- grades, which was impossible till now.

C<2 Production of textbooks:

The following books were printed:

2.3.1. 750 reading books for the 1st grade in Lengua and Spanish. In addition to
this the 1.000 copies of the 2nd.edition of the last project.

2.3.2. 717 reading books for the 1st grade in Chulupi and Spanish. In addition to
. this the 1.000 copies of the 2nd edition of the last project.

2.3.3. 280 books "Naturaleza, salud y trabajo" (Nature, Health and Work) of the
1st grade in Chulupi. The teacher's manual and 500 workbooks for the pupil.
276 copies of this book for the 1st grade in Lengua. 500 work books for the
pupil. It was not possible to print the planned number of workbooks for lack
of funds due to rising prices for materials. But stencils are available for an-
other edition.

2.3.4. 750 reading books for the 2nd grade in Lengua and Spanish. In addition to
this 1.000 copies of thée 2nd edition of the last project.

2.3.5. 265 books "Naturaleza, salud y trabajo" (Nature, Health and Work) for the
2nd grade in Chulupi, Teacher's manual and 500 workbooks for the pupil. Besides
276 teacher's manuals in Lengua and 500 for the pupil.

The budgeted sum - did not cover the number of books agreed upon at the beginning.
Finally, with an additional balance a second edition of the reading books is
being printed. In addition to this the books, 1.000 -copies of each, for prepara-
tory school, 1st, 2nd and 3rd of arithmetic and 2 reading books in Chulupi and
Lengua for the preparatory school. The expenses are lower, since the material,
the printing plates etc. have been kept for reprinting. The interest of the stu-
dents and the teachers increased enormously with this adequate material.

2.3.6. About 50 schools received additional materials like "rarolito", school sup-
plement, dictionaries, books and maps. The teachers as well as the pupils have
profitted enormously from this material. The schools are not in a condition to
obtain it by themselves.

2,3.7. The pupils of the Fast Course received the necessary books for their studies.
Most of them had families and did not have the means to pay for their atensils
and books. : '

2.3.8. The pupils of the "Ciclo Basico' also received their materials for study.

2.3.9. Some 100 bouks were distributed between the schools for their small libra-

ries as auxiliary material. Till now they had very little literature to amplify
their knowle =,

2.3.10. 500 dictionaries in Lengua and Spanish were printed and 3.000 in Chulupi
and Spanish. They are the first ones in our field. It is an excellent work.



2.3.11. An audiovisual equipment helps to illustrate oral instruction to the Btu-
denta.

Summarizing it can be said that books were the most urgent need of the village

C-3 Construction

3 schoois have been built in different places. The first one in Galilea of Yalve
Sanga, which has a large number of pupils. The cooperation on the side of the
parents has been very good. The settlers are Chulupi Indian, who are very much
interested in schodl education. Since it was the first school, it was even possi-
ble to obtain some ‘furniture for these funds.

The second school was built in Colonia 9, Campo Alegre. This village is located
far away from the center. It develops well. Previously they had a small and dark
ranch for school. The new school is big, well illuminated and fully meets the
needs and expectations of the settlers. They have no alternative to send their
children to another 'school,

The third building was constructed in Nich'a Toyish, a new settlement of 10 Leguas.
They are the settlers.of the .labour .camp of Cayin 8 Clim. The school is in the set-
tlement. It has not been used as yet as a school in 1982. It meets the require-
ments of ‘a good classroom for pupils as well as a meetingroom for parents. The
opening of the school did not fail because of pupils or the parents, but because of
the lack of a teacher. They are now looking forward to opening the grades  of the
primary school next year. The school is the pride of the people of Nich'a Tdyish.
An additional balance of USAID helped to obtain banks and school desks as well as a
blackboard for the school.

C-4 Fundamental Education for Indian women

Lk,1. Courses that were carried over a longer period of time have satisfied to a
large extent the goals, in that many women were able to improve their knowledge
in reading, writing, arithmetic and housekeeping.

The many shorter courses that were carried through at village level, showed a
large participation, - thus an active interest in adult education, although the
temporary results are not as satisfactory.

Completed:

First year: : Women reached
3 long term courses 89

5 short term courses 123
Second year:

2 long term courses 53

1 short term course 34

Third year:

3 long term courses 63

1 short term course 34

Lk.3. Women participate readily in public meetings, when invited by the male leader-
ship and some are.eager in manifesting their opinions regarding community values
or needs, although this differs from tribe to tribe. Women participating in pub-
lic meetings will also depend on community-leadership and organizational skill -
training.

vl
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C-5 Skill Training

5.1. Summary: Research and planning have lead to a concrete program for the train-
ing of young people in general skills, agricultural experience and home eco-
nomics to be started 1983 with funds from ICCO, Holland.

5.2.-End of Project Status: (1) Considerable. amount of information on trends of
labor neceds has been collaected. (2) Three different national and one
Argentininean schemes for training of rural ‘indigenous manpower have been ana-
lyzed. (3) A project proposal for a training program in general skills, agri-
cultural experience, and home economics has been completed and approved for
1983. (4) Some pilote experiences, including experiences of on~the-job train-
ing, and a project of cooperation with "Servicio Nacional de Promocidén Pro-
fesional' have been gathered.

5.3. Project Outputs: (1) The most important achievement with regards to the man-
power survey was the raised level of nonsciousness about needs and alternatives
of skill training. (2) The survey data were not summarized in comprehensive re-
port, as originally planned, but shared and discussed with groups, leaders and
technicians. (3) 26 tractor drivers were trained in general mechanics and main-
tenance of agricultural implements.

5.4, Project Inputs: Not all resources planned for in this sub-project were needed,
so a shift (documented in the progress reports) was made towards sub-project D-2.

5.5. Implementation: The project activities included literature research, visi-

tations of training schemes elsewhere and conferences with communities. All
three levels of activities have been executed, although not with the thoroughness
aimed for, since the person responible had too many other responsibilities to en-

gage in.

D. ADMINISTRATION AND PLANNING

The following was reached in the last three years with the help of the USAID proj~-
ect.

D-1 Road improvement

1.1. Access to all settlements, even in the rainy season.
1.2. Gain on time and lesser vehicle dépreciation by improved road conditions.

1.3. Improved extension program, since agricultural extension agents, health pro-
motors, school supervisor, etc., are able to serve the Indian communities in a
more efficient way.

Outputs made in the three years:

1.3.1. 30 km of improved roads between Campo Alegre and Campo Largo.
1.3.2. 4 km of improved roads between Yalve Sanga and Trans Chaco.
1.3.3. 25 km of improved roads between Yalve Sanga and Pozo Amarillo.
1.3.4. 15 km of improved roads between Pozo Amarillo and La Esperanza.
1.3.5. 20 km of new roads to new villages.

1.3.6. 20 km of roads between villages in Yalve Sanga.
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1.5.7. 15 km of improved roads between villages in Campo Alegre.

1.3.8. 8 km of improved roads between Yalve Sanga and Molino.

D=2 Social Otggnization

2.1. Summary: An important step forward has bee: made in inter-village and inter-
district organization; little impact could be made on the organizatior. of labour
communities (worker.villages).

2.2. End-of-Project Status: (1) Leaders of some thirty communities have partici-
pated in training conferences. (2) District leaders (of 8 districts) have gone
through a sistematic program of training, presently continuing as a reginal coun-
cil. (3) The idea of developing a statute remains undefined; two attempts were
made to establish the base lines for it, but on both occasions the formalizing
of the charter was postponed to a future date. The experience as such was valu-
able.

2.3. Project Outputs: (1) A total of 4 leadership training courses were conducted.
(2) 30 monthly conferences were held. (3) A pick-up van was bought for the use
of the regional councel. - (&) The Junta Directiva was helped to develop as a
forum for voicing Indian concerns and expectations regarding ASCIM policies.

2.4. Project Inputs: All items budgetted under this sub-project were slightly over-
drawn, due mainly to inflation between time of planning and executing. Unex-
pected expenses-occured with regard to the shipping and the maintenance of the
vehicle.

2.5. Implementation: The promotion of regional cooperation could be done as planned
with regards to training of leaders and exchange of ideas. The passing of the
new Indian Law (N2 904) was subject of study and concern oi the last year, being
partially responsible for the failure of agreeing on a statute for regional co=
operation. - The purchase of a vehicle proved to be of a mixed blessing: on the
one hand.it improved the self~-conciousness and freedom of the group; on'the other
hand it made expenses increase, mainly due to the project requirement of purchas-
ing a North-American car.,

D-3 Project administration

J.2.1. We have a mcre coordinated program.
3.2.2. We have improved supervision of special projects.
3.2.3. We have a more efficient technical team.

3.2.4. We have improved statistical data for evaluation.

A Arca 1983
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PREFACE

The evaluation team wisited Honduras over 2 five weekK period to carry
out the first evaluation of the Small Farmer Coffee Improvement Project as
specified in the Project Agreement. During the evaluation, the team was
greatly assisted by many individuals and institutions and is grateful +or
such assistance. In particular, we would like to thanK and acknowledge the
indispen?able assistance of the Praject Implementation Unit (Unidad Ejecu;
tora) of IHCAFE headed by Roberto Banegas. All members of that unit were
very cooperative in providing data, helping with appointments, and accom=-
panying'the team on field trips. In addition, the three unit advisors with
Servicios Tecnicos del Caribe were of great assistance when called upon:

We especially appreciate the time and assistance of ail of the direc-
tors, credit and extension agents, and other personnel in the regional
offices. The evaluat%on would have been impossible without their able
assistance.

The technical aspects of JHCAFE’s recommendations to participating
farmers was evaluated by Jorge Hernan Echeverri, PROMECAFE/Costa Rica, and
we appreciate his critical assistance in that area,

Finally, we wish to acknowledge the help and support of the Office of

Agricul ture, and other staff of USAID/Honduras during the evaluation.
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EXECUTIVE SU4MARY

The Froject Paper specified that:

*the first Project evaluation will take place at the end of the
second crop vyear, and will test the success of the exten-
sion program in meeting the needs cf the small producers. The
division of labor betweaen technical and credit extension agents
will be examined to determine the utility of this approcach in
providing assistance to small farmers. The quality of the
extension agents...what...they may lack...land] the role of the
banks... will be examined. The purpose af conducting this
evaluation relatively early in the Project impiementation
period is to allow for necessary revisions in the Project
management.,®

1. Recocmmendations
The following recommendations are taken from the end of each section

in the main body of the report and are presented in that same order.

Londitiong Pracedent and Zgvenants

-~Inter:st Prates <charged to the farmers shoulid be maintained at or
near marKet or permitted rates in the commercial sector for similar Kinds
of loans.

~-A formal evaluation program should be established for the project to
identify prcblems to resolve and areas of success to replicate. The eval-
vation neesds to focus on: effectiveness of extension work, technical and
economic feasibility of alternative technological packages, adequacy of
adninistrative and logistical support at all levels, and the need for
handling input supplies. :

--Baseline data from a few existing and newly entering producers need
to be gathered to serve 2as a basis for future evaluations of Project
impact.

~—The time required for processing requests for funds by participating

banks through the Central Bank, the Ministry of Finance, USAID, and back,
must be significantly reduced for effective operation of the project.

Institutioniz] Deyelnnmant

-=There is need to continually improve the data flow and information
cql!ection system of the Praoject by JHCAFE. Accurate credit flow and other
data are not now readily available.
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--~The Central Bank should immediately credit the accounts of the
participating banks upon receipt of requests for reimbursements througn the
Project .as specified in the Tripartite Agreement. This is not now being

done.

-=The maintenance of records on each sub-borrower in the Project in
the Central Bank should be eliminated, This dces not seem to be their
appropriate role but rather that of tiie participating banks. I1f the Cen-
tral Bank feels they are required to do this under existing agreements,
then those agreements should be modified to eliminate this activity.

--The Central Bank should require only the minimal retmbursement
information from the participating banks as suggested by the Tripartite
Agreement, This includes name of bank, name of sub-borrower, and amount of
disbursement. Other information just adds to the costs at all levels,

--The handling of capital reflows or loan repayments needs to be
clarified., It is recommended that the holding of these funds for relending
in the Project be at the participating bank level. .

—In the absence of any change in the current reimbursement system
(which involves considerable delay), the ESF rotating fund should be
increased to $500,000 rather than the current $250,000 lew.l. ‘

--The IHCAFE counterpart for the foreign communications advisor should
be named as soon as possible.

-=Stronger IHACAFE support is needed for the communications and publi-
cations area associated with the communications advisor. The .dvisor
position .should bz extended for at least one year from the time adequate
support is provided.

--The functions of the soon to depart foreign extension adwvisor should
be continued either through a direct replacement or through the use of
short-term advisors. The use of short-term assistance is conditional on
stronger support of the communications/publications area which complements
some of the extension work.

—~The Project should develop an internal capability or contract short-
term advisors to carry out technical and economic evaluations of the tech-
.nical recommendations and help identify alternative packages, and to pro-
vide training and materials on financial management for field agents and
for participating farmers..

-—Experienced extension agents should not be used in implementing area
profiles. New extension agents might be utilized as a form of training and
to acquaint them with their zones.

--Additional private banKks and offices should continue to be encour-
aged to enter the Project to further provi ‘e improved credit access to
beneficiaries.
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peneficiaries.

--No formal ties with the Land Titling Project are recommended at this
time. IHCAFE offices in areas with land titling should be encouraqged to
review INA lists of new land title holders to keep informed about their own

borrowers.

--New land titles should not be used as security for IHCAFE loans.

since it only greatly increases lender and borrower transaction costs with
little potential for improving loan repayments.

ension Activitia

--1f the Project expects to continue expanding through 1985, addi-
tional extension agents will be needed. Part-time assistance of
additional secretaries during peak periods also will be required. . ESF
might be used for this purpose.

~-Extension training in coffee culture and extension methods needs to
be continued.

-=Training of extension agents needs strengthening in the areas of
farm and financial management, producticn economics, and group techniques.

--Training of participating farmers and their families <(wives and
sons) in farm and financial mapagement and in technical coffee production
greatly needs strengthening.

--gExtension agents in one zone need to be transported to other zones
and regions for short-term, intensive in-service training under existing
strong extensionists., ESF support for this activity would be justified.

—Project management must assure that during this rapid expansionary
period the extension agents do not feel excessive pressure to meet Project
goals at the expense of good farmer selection and supervision.

-——Project extension methods must gradually move away from the present
highly paternalistic procedures where farmers are directly controlled and
- sypervised.

—Continued work on farmer education programs is needed which will
eventually allow farmers to work more on their own with less direct super-—
vision by the extension agents.

_ ==Further effort is needed in working with groups, using para-profes-
sionals (including farmer leaders), and in utilizing test plots on farmers
f§ields and local demonstration plots.

--Farmers need to be provided financial management training to reduce
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their dependence on the extension igeﬁts for loan information and in the
proper handling of credit funds.

~=THCAFE: should study "the feasibility of shifting scme of its coffee
diversification research worK to the small farm coffee producing areas,
since the long-term prospects of coffee production are not good.

Croadit Activitia

--Discussions should be held between 1HCAFE and participating banks to
identify measures that can be taken to minimize the delays and bottlenecks
in loan processing that are likely to occur during the expected rapid
Project expansion in 1984/198S5.

--]1HCAFE should develop a proposed schedule for loan processing which
wWill help spread out the bank loan request and processing loads.

--~The Project should continue to work with the target group and,
rather than be tempted to work with medium sized or larger producers, find
ways to more effectively work with large numbers of small farmers who are
in most need of assistance.

--Mechanisms need to be established to determine the availability of
non-Project production credit and its use by Project participants, At
present, no such data ar~ available., This information will be needed in
the future to measure if the objective of providing production credit is
being met and in what way.

--Extension and credit agents need to continually be made aware in
training sessions and by administrative directives that borrower repayment
is critical to the longer-term success of the Project. In turn, the agents
should be asked to pass this message to the borrowers. However, at no time
should they directly receive loan repayments.

--Immediate procedures should be implemented to reduce the excessive
paperwork associated with loan processing. IHCAFE’s docurmentation should
be reduced to no more than | or 2 pages per borrower. Typing of documents
should not be required if the handwriting is legible.

. ==Since a large portion of the agents’ time is spent on credit and
technical assistance activities, methods must be introduced to allow them
to effectively work with a larger number of farmers at lower cost/borrower.

--All extension agents should be encouraged to maintain a summary
sheet on 1ocan balances and other pertainent information on their clients so
they are more informed for their farm visits.

-~Borrowers should be placed in categories according to their need for
supervision, In this way the extension agents can allocate their time to
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those farmers in most need. The criteria for establishing the categories
can best come from the experienced agents themselvgs.

-~l1HCAFE -should study the pcssible re-location of some of the field
staff to reduce the non-productive time on the road between farm visits,

--A list of potential borrowers should be sent or discussed with the
banks before beginning other loan processing activities to avoid spending a
lot of time with a farmer who is later determined ineligible for a loan,

--The monitoring of delinquency and the gathering of arrears data
needs to be further strengthened.

--An analysis of the desirability of extending upwards of 404 of
renovation loans for labor pa)ments should be implemented, especially where
the labor may primarily come from the producer and his family,. Reduction
of credit for labor, where possible, may greatly reduce the financial risk
assumed by the farmer.

--Present repayment schedules should be analyzed and made more consis-
tent with harvest times and expected income flows.

-~Farmers should be encburaged to pre=-pay their interest and principal
obligations, when possible, to help develop good financial discipline,
Banks need to establish mechanisms to allow such pre-payment.

=-The Project should experiment with moving away from extending credit
in Kind., Once aiternative local input suppliers are available, THCAFE
should terminate its input handling and distribution werk and concentrate
on its credit and technical assistance activities. '

—Current projections suggest that the $? million USAID 1locan will
likely be completely disbursed by the end of 1984, or at the latest, during
1985, ahead of schedule. USAID should study the feasibility of increasing
the size of the credit fund to allow for the expected continual expansion
of the Project.

-—Studies should be made of the feasibility of 1linking the USAID
supported Rural Technologies Project to the IHCAFE Small Farmer Coffee
Project to research, develop, and finance small-scale coffee processing

~¢qu|pment to help the beneficiaries partially process their coffee. Addi-
tional ‘training of farmers in coffee processung wlll be needed if such
equipment were made avallable.

o v and adoption

--Extension agents need more support in the analysis of soils and

fertilization. Each region will have a different soil map so the same

fertilization cannot be recommended country wide.
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--Better soil conservation activities need to be incorporated into the
program, The observed use of soil conservation varied from an excellent
model of stone retaining walls and terraces, with production of S gqq./mz.
in the first vear, to a manzana planted on a 35 degree slope with contour
slanting but no terracing and a high degree of erosion and poor plant
develaopment. Given the stronq demonstration effects of this Project, good
so0il conservation should be a priority,.

--As technification progresses, rust is being controlled on the tech-
nified area, but it is often not being controlled on the non-technified
parcel. These old areas can serve as a breeding ground for the disease,
and should be either spravyed or eliminated as the disease appears on them.

--Generally, there is poor coordination between research and exten-
sion.. This needs to be strengthened to assure the long run optimality of
the technical recommendations. Its especialiy important that the resear=-
chers help identify technical problems that arise in the nurseries and on
farmers field. This capability has not yet been developed.

2. Summary of Findings

2.1 Over2ll Institutional Capac:ty Within IHCAFE and Involved
Banklng institutions

IHCAFE is continuing to improve its effectiveness in coordinating the
technical assistance and"credit activities after a somewhat slow and
‘disrupted start. A major cut in its operating budget due to a drop in the
price of coffee exports and a change in higher administration as the
project was being initiated caused considerable delay in the initial imple-
mentation stages. The budget cut resulted in a significant reduction in
.field staff Jjust shortly ;fter the project began. The change in higher
‘administration also produced considerable uncertainty in the field. 1In
addition, a decision by USAID to stop Project disbursements in May 1982
caused participating banKs to stop processing loans and ied to further
chaos in the field. By the time disbursements were reinstated some of the

tield work had been set back by up to four months.

The second year of project implementation (1983) was more on schedule
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and IHCAFE’s coordination of the nursery activities, technical assistance,

and credit ;as more satisfactory. No major problems were identified in
terms of Project coordination during the early 1984 field trips by the
evaluation team. Some delay was experienced the end of 1983 in getting
improved seed for some of the nurseries due to poor weather at the source
but this isn’t expected to cause any serious problems, although it could
ﬁake it more difficult to reach the optimistic goals for 1984,

The reimbursement system through the Ministry of Finance and th§
Central. Bank is not operating as expected. Significant delays are being
experienced and this leads to problems of adequate locan funds in the~ banks
to finance the investment and nursery loans being processéd by IHCAFE field
staff.

The foreign techhi&al advisors in extension, credit, and mass
communications have been an important input to the Pr;Ject and have helped
promote the program with farmers, field staff, and participating banks.
They also have acti§elr partfcipated in the training workshops for
extension and credit personnel.

Initial institutional links hau§ been established betweeﬁ IHCAFE and
PROMECAFE and a pilot area profile studry is expected to begin soon.
_PROMECAFE will take the lead on that activity and 1HCAFE will provide some
members of the design and implementation team.

The three pariicipating banks in %ﬁe Project have been able to handle
the loan requests adequately. Funds have been scarce during certain
periods of time because of the reimbursement problem mentioned previously.

Good cooperation and communication betuéen IHCAFE field personnel and the
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bank credit officials seems %o be very good. O0f course, there is still

room for improvement in coordinating credit processing activities.’

2;2 Accomplishments with Respect to Extension Program

The Project Aareement contemplated an increase in the number of staff
- of the IHCAFE Extension Service, the division of responsibilities between
credit agents and extension agents, and the development of new extension
and farmer training methodologies to more effectively serve a large number
of small farmers. The IHCAFE Extension Service had traditionally worked
with a larger size farmer than is eligible for the AID/IHCAFE Project, and
the predominant method was a one to one superQisory‘uisit. ‘Uhile def{;ite
progress is being made toward the development and use 6; new extension
te?hniques (especially group training and the use of farmer leaders and
demonstration lots), the ability of the Extension Serv{ce to greatly
increase the number of beneficiaries is limited by a cutback in personnel
and a heavy workload in loan supervision by extension agents.

Tﬁe progress made toward a reorientation of the extensi;n me thodology
must be seen in light of the history of the Project. The first year of the
Project was virtually consumed by thé logistical problems of growing
3,000,000 healthy plants in participating nurseries so that field work
could start in 1982. Extensionists spent the early part of 1982 promoting
Project participation and learning about the formalities of the credit
system. The work w;s seriously disrupted by the events as described in an

earlier section,

Even with the problems of the first year, good progress has been made

.
S’

in developing an extension program which can work with the special problems

et
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of small farmers. Most significant is the beginning use of group training
aﬁd demOn;tr;tﬁon plots. Plans also are being made to use leader farmers,
Most notable for théir absence are the use of radio or audiovisual aids,
area profiles, and a uniform srstem of evaluation and development of course
content (both for farmer training and in-service training). The continued
assistance of both the communications advisor and a short or tlong-term
highly qualified and experienced advisor in extension methodology is imper-
ative.

While it was not possible to interview a statistically representative
sample of extension agents, it is apparent that there is a farge degree. of
variation in capability of these agents among regions and among zones
within regions. The success of this Project will depend heavily on a
strong institutioﬁal commi tment to continually evaluate the individual
agent and bring the performance standards up to 2 more ‘uniform level,
Expansion of the Project requires a continued improuemen£ of in-service

training, better material and supervisory support for -the extension

service, and an increase in the number of field personnel.

2.3 Accomplishments with Respect to Credit Program

Three banks are now participating in the small farmer coffee

rehabilitation program. These are: BANADESA, the main public agricultural
lending institution; BANHCAFE, a semi-autonomous coffee banK; and Banco de
Occidente, a private bank. Banco Sogerin, another private bank, is
expected to enter the Project in 1984,

The involvement of the credit and extension agents in helping the

2
- farmers obtain credit along with their technical assistance has been an
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important component of the Project. Most <farmers are selecting the
complete renovation model which requires considerably more capital
investment to imp1em§nt. As such, credit probably is highly desirable for
them since many would not be able to make such an investment without
credi t.

Project borrovers with short-term loans for establishment of seediing
nyrseries are repaying well, Interest payments on the longer—term invest-
ment ‘loans also are coming in on time. It is estimated that loan repay-
ments are at the 90-95 percent level. 0f course, few of the investment
loans have principal due at this time so the true test of 1loan repayment
will begin in two more years. 'Houever, field staf+t ;re very optimistic
that with the expected high levels of production, loan repayments will

“continue to be high as long as coffee prices remain at current or higher

levels.,

2.4 Accomplishments with Respect to Technology Trans;eé

IHCAFE has done'a good'job in delivering technical instructions to
farmers, and farmers have been highly receptive to participating and
following insiructions. The evidence of this is in the physical develop-
ment of the technified parcels, which is excellent. Some farmers are

‘reaping harvests of 3-5 quintales per hectare after 17 or 18 months from

- transplanting, For these farmers, the levels of productivity they will be

achieving will greatly surpass the estimates used to calculate financial
feasibility of Model 1 (complete renovation of old coffee fields). Annual
production could be on the level of S, 20, 40, 40 gg/manzana (years 1-4)

rather than 0, 0, 15, 40 as predicted. Generally, farmers who plant an
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adeéua;e number of improved plants and who provide continual care will be,
technicaily, guaranteed good future production.

The problem is not whether farmers are following instructions, but
rather:. (1) are these instructions being revisad, evaluated and fit to the
individual needs of the farmer?, and (2} will the farmer become self-
reliant in managing the technology?

Extension agents need more technical and econemic support of their
technical recommendations to assure they do fit the physical and economic
conditions of the borrowers. As has been found in farming systems research
in other countries, it will probably be necessary to identify a number. of
different technological packages which can more e4fectiug[y fit the varied

conditions and circumstances faced by the farmers.

3. External'Factors Affecting Project Implementation

As mentioned previously, the major external factor affecting the
Project uss the drop in Hondurag' export quota along with a2 drop in the
price of coffee about the time the project was Qeing iﬁitiated. Some
administrative changes also occurred during this same period of time. Both
factors seriously deiaryed Project impleméntation in 1981-82 but IHCAFE has
survived the adversity and is now about on schedule. During this volatile
-.period there was talkK that IHCAFE should be dissolved. However, the
AID/IHCAFE Project has given the institution new life. No other man-made
disasters have dir;ctly affected the Project or the production of coffee,
The other important assumption listed in the Project Paper Logical
Framework was that coffee would continue to‘be profitable relative to the

production of other products. This assumption still appears wvalid

\
~L
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since the coffee price has risen above the quite low price last year. 1¢
the price cantinues at this or a higher level, it appears the farmers will

obtain good returns.

4, Status of Inputs

The major inputs specified in the Project Paper were a credit fund,
training for extension staff and farmers, purchase o¥ vehicles and
equipment, foreign technical assistance for research, training and credit,
and evaluation/audits.

The credit fund, vehicle purchases, and foreign technical asséstance
disbursements are ahead of schedule (although research has not .;een
supported to any great extent). The training of extension agents is moving
ahead strongly. Farm?r training is just beginning. Disbursement of funds
for training has been less than projected in the. Project Paper. The
disbursement of funds for svaluation and audits are behind schedule but are

now beginning to be disbursed.

5. Status of Outputs
The proposed Project outputs, the indicators, and current status are

summarized in‘the following table:
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Indicators
(End-of-Project)
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Status

-1HCAFE’s ability %o
help small farmers
increased

-Technology improved

-Management by
farmers
strengthened

-Viable, self-
sustaining credit
system for small
coffre farmers

3,000 new
coffee farmers
serviced

3,000 new
farmers
recz2ive training

6,000 Mz
using improved
varieties

6,000 Mz
fertilized

6,000 Mz
treated for
pests

6,000 Mz
under
improved cultivation

6,000 Mz
of coffee being
pruned

4,000 Mz
fertilized

6,000 Mz
under proper
shade

4,000 Mz
at optimum
-plant density

By 1983, reflows
begin to finance
credit for farmers
beyond original
participants

By end of 1983

about 1,400 new

farmers had been
helped

Same 1,000 have
received
training

About 2,080 Mz
using improved
varieties

About 2,080 Mz
fertilized

About 2,080 Mz
treated for
pests

About 2,080 Mz
under
improved cultivation

Technified arcas
won’i neeuy
pruning until yr S

About 2,080 Mz
fertilized

About 2,080 Mz
beginning shade
program

About 2,080 Mz
at optimum
plant density

Reflows from
nursery loans now
beginning--other
reflows should
begin in 1985

AsS can be seen,

progress towards reacﬁing

the projected output targets

yl
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is very satisfactorr; Moct of the end-of-project status indicators liKely
will 5;' acqafplished before the end of the Project. The' one exception
relate; to plant pruning. 1t was estimated that 4,000 manzanas of coffee
would be well managed using improved pruning Eechniques. Most of the
Project participants have decided to completely renovate their 1 or 2
'manzanas (Model I) finaqced by the Project (old coffee is completely des-
troyed and new planted). As a consequence, these new plants will not need
pruning until after the indicated end of project. Those few farmers that
are using partial renovation (Model Il) appear to be following pruning
recommendations. This had affected about 240 manzanas of coffee.by the end
of 1983.

In summary, the program is progressing satisfactorily towards reaching
the output Ieoels planned by end-of-Project. It does not appear that any

changes are needed in outputs to be able to accomplish the Project purpose.

é. Status ¢f Project Purpose

Theh Small Farmer .Coffee Improvement Project ;as initiated with the
signing of the Project Agreement in June 1981. The puépose of the Project
is to mitigate the production impact of éof*ee rust, a fungus, on small
farm produc;rs in Honduras by assisting as many of them as possible to
_increase their vyields and incomes so they can afford the required rust
control ~measures. The Honduran Coffee Institute (IHCAFE) is the primary
implementing institﬁtion and is responsible for providing technical and
credit assistance, A credit fund was est;blished through the Central Bank

for the participating public and private banking institutions. It was

expected that the Project would reach 3,000 sﬁgll coffee producers in five
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‘vaars and would have considerable spread effects to others.

As sta;ed in the outp;ts section, it is very iikely that the Project
auisuts and purpose will be accomplished by the end of the Project (FY 84).
- The ccinletely renovated coffee plots are generally in excellent technical
z=vedition and are beginning to produce at levels considerably above that
so.izipated a2t the start of ‘he Project. Credit is reaching the Project
sa~ticipants and they appear very receptive to the technical recommenda-
ttons, Two factors which might directly affect this outcome are the world
arize  of coffee and the effectiveness of rust and disease contral on the
coat-va2 adjoining the technified plots. The first factor is external and
nuy*s.da the control of the Project. The secqnd factor is internal. Add-
di*yenal effort is needed to encourage farmers to control disease on the
adjoining coffee so it‘doesn’t Jjeopardize the new, technified coffee.

o)

7., lzscription of Projec{ Beneficiaries to Date

Th: credit s reaching the target grcup as specified in the Project
Agraemant. The average farmer receiving technical assistance and credit
for ccmplete renovation (Model 1), is about 40 years of age, has a total
farm size of 13 manzanas (10.5 hectares), produces about 4 manzanas of
| cotfea (4 hectares) with an average vield of 7;9 qa./mz, and is receiving
abouthiz,ISO of inuestmént credit per manzana (3$3,073/ha.). These farmers
received an estimated .Lps. 8355 in gross income (with considerable
vacrizditity) in 1983, according to information obtained frem a random
samate of loan documents. About 1,939 loans for a value of 335.3 million
had been lent for investment (renovation) and nursery loans through the end

ot 1933,
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Approximately &% of the credit goes to farmers partially renovating
their coffee (Model II). These farmers are considerably younger (average
age is 22.4), have smaller farms (7.5 manzsnas total ‘and 5.1 manzanas in

coffee,‘ on average), and receive about one-half the gross income (Lps.

4446) of those applying complete renovation (Model 1),

8. Lessons Learned

The major lessons learned in this Projgct would be: (1) the extreme
importance of profitable technical recommendations to accompany credit, and
(2) the difficulty of channeling funds through the entire financial system.
The first {aciof may well be the most critical "in making this'ProJect‘ more
successful than past supervised agricultural credit pro_~ams for small
farmers in many developing countries, In the longer terﬁ,, the goal of
strengthening the cverall financial syst;m by channeling funds thrﬁugh it
is important. However, in the shorter term, the difiicultig; and delays of

instituting such a system can have very serious impacts on a program being

implemented.
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EIRST 2oL UATION PEPCRT

INTRODUCTTON

The Small Farmer Coffee Improvement Project was initiated with the
signing of the Project Agreement in June 1981. The purpose of the Project
is to mitigate the production impact of coffee rust, a fungus, on small
farm producers in Honduras by assisting as many of them as possible to
increase their yields and incomes so they can afford the required rust
control measures. The Honduran Coffee lnstitute (IHCAFE) is the primary
implementing institution and is responsible for providing technical and
cradit assistance. A credit fund was established through the Central Bank
for  the participating pubiic and private banking institutions. It was
expected that the Project would reach 3,000 small coffee producers in five
vears and would have considerable spread effectc to others.

The Project Paper specified that:

"the first Project evaluation will take place at the end of the

second crop vyear, and will test the success of the exten-

sion program in meeting the needs of the small producers, The

division of labor between technical and credit extension agents

will be examined to determine the utility of this approach in

providing assistance to small farmers. The quality of the

extension agents...what...they may lack...land]l the role of the
banKs... will be examined. The purpose of conducting this
evaluation relatively early in the Project impliementation

period is to allow for necessary revisions in the Project

management."”

Specific terms of reference were prepared for the evaluation and are
attached as Appendix A to‘this document.” The main part of this report is

directly Keyed to those terms of reference. Persons wishing more detail on

ihé questions raised for the evaluation should refer to that appendix.
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UER 1{:1"(2.6 !!hin:tignﬁ
The objectives of the evaluation cited in the terms of reference are:
(1) to evaluate the capacity developed so far by IHCAFE to coordinate

Project activities and to provide improved extension services to
small coffee farmers, and

(2) to evaluate the efficiency developed by the involved banking
institutions to provide credit "to the Project’s target group.

Fuaduation Methadoiagy

The evaluatiocn activities were carried out during the period December
14, 1783 and January 28, 1984, Charles Oberbeck primarily focused won
¢rteasion activities and tec;nology adoption and diffusiontiSections 3 and
¥ of the terms of reference). His in-country work covered the period
Decernber 16, 1983 to January 13, 1984. Reonald Tinnermeier was largely
cenyonsible  for evaluatiﬁg the status of the Conditions Precedent and
Ciw2nents, the institutional development, credit activities’(Sections 1, 2
and  4) and completing the final report. His stay was during the period
Junuary 3-26, }984. Jorge Hernan Echévérri, PROMECAFE/Costa Rica, visited
coffee farms to evaluate the technical aspects of IHCAFE’S recomendations
during January 6-9, 1984. The PROMECAFE representative in Honduras,
Gilberto Vejarano, also accompanied him on the field trip. A separate
technical report was submitted by PRIMECAFE to USAlD/Honduras but the
cecnclusions have also been incorporated into the technical sections in this
report,

The conclusions and recommendations of this report are based on the
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review of periodic IHCAFE reports, advisor reports, USAID documents and
files, intensive interviews with IHCAFE, bank, and USAID personnel,
techncial adJiEbrs, farmers, and other interested parties. Field visits
were made to El Paraiso, Danlf, Comayagua, Sta. Birbara, Sta. Rosa de
Copén, Trinidad, and San Psdro de Sula. A partial 1list of persons
interviewed is shown in Appendix B. An attempt was made to visit farms
representative of different cases, i.e., good technical success, technical
protleizs, credit problems, leader farmers, very small farmers, larger

farmers, old, young, etc. The results of the interviews served to point up

many poszible problem areas, and to highlight successes. The only real

difficuity in the farmer interviews wasvto elicit any criticisms of IHCAFE,
wnich could be expected. Most interviews with ITHCAFE and.“anKing personnel
were hsid in private to gather as many honest and frank cbservations about
the program as possible.

A random. sample of loan files for 1982 and 1983 was“drawn frm the
records in tﬁe Tequcigalpa office to provide informationv on borrower
chara&feristics that &és not readily available fruﬁ the repo}ts.

Even though considerable ef%ort.was expended to gather the most relia-
ble and ac:uraie information possible, the short period of tim§ and limited
resourses ;uailable for the evaluation may lead to some erroneous findings
‘omissions, or incompleteness in some subject matter areas. Not all of the
region; were visited which could result in some bias in the <findings.
Finally, 1loan recﬁrds were not available for region 3 (Yoro) for 1983 so
the sample on farmer characteristics does not include that region. Nor
does the 1983 sample come from all loans made in that year since some of

the more recent records had not yet arrived in the central office. How-
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ever, it is our opinion that these interviewing and data gaps will not

seriously bias the coniusions presented in this report.

fipnanizstian af Begock

The rest of the report is organized around the terms of reference
mentioned previously and found in Appendix A. The.five main sections are:
(1) Status of Conditions Precedent and Covenants, (2) Ouer;ll Institutional
Development, (3) Extension Activities, (4) Credit Actiuities, and (3
Project Acceptability, Technological Adoption and Diffusion. Findings,
observatiocns, conclusions, and recommendations will be included in each of
the secticns. Each sub—-section number and brief .g;scription of ‘the
questiﬁn being studied corresponds with the more detailed terms of

reference in the appendix.
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STATUS OF CONDITIONS PRECEDENT AND. COVENANTS

t.1 Compliance with conditions precedent

The conditions precedent to disbursement included verification of:
irgally binding commitment of GOH to agreement; names and signatures of
~esponsible persons; an administrative agreement among the Ministry of
“inance, %the Central BanK, and IHCAFE, delineating responsib?lifies for the
~redit fund; an operational plan showing division of labor between IHCAFE
snd  participating banks and linkage between extension and <credit
1ctivities; and the addition of twenty new credit agents in IHCAFE.

All of these conditions have been met, although with some de[;y,
sxcept for the last one relating to credit agents. '6ompletion of the
tripartite agreement was a;parently more difficult than anticipated since
it was.not finished until mid-1983. This is because ope;ating procedures,
the interest rate and its distribution, and other administrative matters
wad to be agreed to by maﬁy different participants and the process was long
ahd involved., USAID approved the tripartite agreement through Implementa-~
tion Letter No. 30, dated July 1, 1983.

A draft operational agreement between IHCAFE and the participating
“ankKs was approuea by USAID on July 21, 1983 (Implementation Letter No.
32). This agreement built on the tripartite agreement and specified
Project cbjectives, berrower requirements, types of loans and terms permit-
ted, areas of responsibility and operating procedures. The specifics of
ihe aéreement appear to be consistent with the terms outlined in the
US41D/GOH Project Agreement.

The addition of twenty new credit agents was not implemented for two

U

\
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relending.

Far the most part these covenants have been met. The participants
receivingvinpés{ment loans for coffee renovation are just now beginning to
request 2annual proauction loans. To our Knowledge, adequate funds are
available to meet those requests. Of course, as the program expands;
.shortiages in loanable funds could occur so this question needs to be con-
tinvally monitored. 1In addition, at this point in time there does not seem
to be any bias in the allocation of Project funds among regéons and farmers
for either investment or production credit. Fiqures on the distribution of

credit among regions and some selected borrower characteristics will be

~

presented in a later section,

The GOH contribution té_the investment fund has not y;-t occurred since
the cat> for it %to begin was changed from January 1, 1983 to January. 1,
1984 through USAID Implementation Letter No. 24, dated March 14, 1983. The
final 508 contribution is-due on or before May 28, 193§; An ini%ial
contributicdn of $250,000 from Economic Support Funds destined for Honduras
is in bro:sss and is expected to serve as a rotating investment fund in the
Central Bank. Its our understanding that the ESF qualifies as GOH con-
tributions so this covenant is now being met. '

The inierest rate charged the small farm coffee producers was
established by the tripartite agreement and is subject to yearly change.

The propnsed and current rates are as follows:
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Interest Rate _ Initial Current
Components Proposal Rates
Jarticipating Banks 3.0% .04
T.d Loan éeserve 8.6 4.5
5J¢rantee Fund 2.0 8.0
cantral Bank 0.5 0.5
USAlD Loan laterest 2.0 2.0
1HCAFE 3.0 4.9
Yorrower Intzrest Rate 17.0% 17.0%4

ZOURCE: U3AID, Tegucigalpa

The curreat interest rdte charged participating farmi~s is close to
hut not at the current market rate. Banks are now ch#rgihg 197 on their
a=n  funds but ‘this is not necessarily the market equilibrium rate since it
is the ma;imum permitted by GOH policy. Some have cunne&ted that the
Project interest rate charge is too high. However, the projéct will peed
to strongly resist pressures for reducing the interést rate (unless market
rates drop significantly). Instead, it should be arqued that the heavily
suhsidized rates in other programs should be raised to more closely reflect
the true cost of capital. Nevertheless, it is recognized that if other
programs lending to agriculture don’t raise their rates, the project w1}
receive criticism. Still, we estimate that about one-haif of the project
participants have never received formal or institutional credit. For them,
the current 17/ interest charge is likely to be considerably below what

they are used to paying in the informal or non-institutional markets (money

50
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lenders, ®coyotes®, truckers, etc.).

The *wo areas mentioned in the covenants in greatest need of improve-
meat  are Ehe evaluation program and the procedures by which participating
Lanks obtain reebursements for their lending to coffee producers. No
uoubt, the evaluation in this report meets part of the evaluation require-
ment.  THCAFE Follows a trype of Critical Path Method established by the
Ministry of Finance to deter@ine if the project impleﬁentatioﬁ is on
s:hedule. In this regard, periodic evaluation meetings have been held with
it 2 IKCAFE Flanning Office (the next one is set for February 1984). Exten-
sion supervisors, project staff and the foreign technical advisors infor-
maily monitor and evaluate the activities of the field.of{ices and exten-
sion  and credit agents buf no other formal evaluation procedures were
identified in the Project. No contincing evaluation/analysis of the tech-
nical and economic foundations for the farmer recbmmendations is done.
Thus, it app2ars this is an area that could use some further strengthening.
The &ID/TRCAFE project is now entering a very critical stage and it’s very
important that a formal program for continuous program evaluation be estab-
1ished. In this way, any problems in acministration, operations, exten-
tion, farmer technology adoption, non-profitability of recommendations,
rtc. can be identified and resolved. At the present time, no baseline data
zoout participants in the Project is being collected (other than what is
sathered for the loan application and approval process). As a consequence,
it will be difficult to study the Project impact after five years since
ihere will be no beginning data with which to maKe comparisons. The area
nrofile studies will provide scme general information about each zone and

its producers, but it may be advisable to carry out or contract a few

N
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OVERALL INSTITUTICNAL DEVELOPMENT -

2.1 Effectiveness of IHCAFE in project implementation

IHCAFE is continuing to improve its effectiveness in coordinating the
technical assistance and credit activities after a somewhat siow and
disrupted start. A major cut in its operating budget due tg a drop in the
price of coffee exports and a change in higher admninistration as the
project was being initiated caused considerable delay in the initial imple-
mentziion stages. As will be explained in more detail in the extension
activity section, the budget cut resulted in a significant reduction in
fi2ld staff just shortly after the project began. The change in higher
agninistration also produced considerable uncertainty in the +field. For
exzmpie, ittt was reported tgat there were at least three changes in leader-
ship in a couple of the regions in 1982, Although this was not common in
all re#gions, it does re+1e9t some of the leadership problems experienced in
the <fieid during this t{me. In addition, a decision by USAID to stop
Project disbursements in May 1982 caused participating banks to stop pro-
cessing loans. Although the stop in disbursements may have been considered
justified by the donor, it did lead to further chaos in the field. By the
time disbursements were reinstated some of the field work had been set back
by up to four months. This delay resulted in some farmers dropping out of
 the Project and made it necessary for extension agents to makKe a rapid, and
perhaps, poor ‘selection of new farmers... No doubt this pressure to make up
for lost time also resulted in some poor technical recommendations, less

supervision of nurseries and farmers, and less attention than normal to

other responsibilities.

s
‘t)\
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The second year of project implementation (1983) was more on schedule
anﬁ iHCAFE’s coordination of the nursery activities, technical assistance,
and credit ;as more satisfactory. No major problems were identified in
terms of Project coordination during the early 1984 field trips by the
srvaluation team. Scme delay was experienced the'end of 1983 in getting
improved seed for some of the nurseries due to poor weathgr at the source
but this isn’t expected to cause any serious problems, although it could
make it more difficult to reach this years optimistic goals.

No specific determination of the adequacy of IHCAFE’s accounting
system was made but a few spot checgs in the regions were carried' out.
Those checks showed that procedures do exist at the field level to conifo]
the uée of Project funds and distribution of inputs. Although IHCAFE is
not able %o stock all inputs needed by the participating tarmers, BANADESA
| and a few private sources are used when needed. To.date, farmers see& to
have adegu~te access to inputs. However, with the expected rapid growth of
participants in 1984, careful planning on IHCAFE;S part wiil be required to
assure such input availability continues. Even so, there does seem to be a
problem with data flows as discussed under evaluation, section 1.2.

Reliable and accurate data on credit flows by region, month and type of

1oan still do not scem to be readily available, These and other data on
=

Project operations are critical for continual monitering and adequate
e

management of the system. The Project implementing office is looking into
the possibility of Qtiliziﬁg a large computer in the Ministry of Finance to
help process such data. However, an advisor to the Ministry of Health, Mr.
John HO]L?, tried to set up such an arrangement and was very dissatisfied.

Therefore, IHCAFE may need to study the feasibility of using a micro-
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-Central Bank to receive only the minimum data specified in the tripartite

agreement might be another approach to reducing the reembursement delay.

2.3 Effectiveness of foreign technical assistance

In general, the assistance of the foreign adu}sors seems to quite
eff2ctive. All of the advisors are well-Known in the field, respected, and
very active. Some perqonalitr conflicts were identified, as might be
expected, but their work hasn’t been seriously affected by this.

The functions of the advisors has changed somewhat over that
originally planned. Fewer credit agents (now 10 instead the prop05{d 20)
means  scme of the credit advising.is aséociated with the extgnsion age;ts
as wall. The area profile studies have not yet been initil.ted. Khen they
are ctarted, the primary respo;sibility will be with PROHEbAFE rather than
the ext:nsion advisar. All of the foreign advisofs have actively assisted
in the development and prgsentation of in-service training seminars and
materials for the extension agents and other field personnel. The media
adviser -began his assignment in July 1982 so workmin:the cuunuhications and
rmass media program is just beginning. A.p]an of work has been presented to
. IHCAFE but no decision has yet been made. He also is waiting for a
permanent counterpart to be officially named. It would appear that thisg is

an area that needs stronger support by IHCAFE and USAID to be effective.

Alsa, since the extension advisor position will soon be vacant, it is’

important that those functions be covered by another long-term advisor or
by selected short-term consul tants. I{ the communication/media activities
are adeguately supported, as recommended, then it may be possible to use

the communication advisor to fulfill some of théjextension needs and bring
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in others -for special or unfilled needs. It is especially important to
includé,, as a minimum, some short-term assistance to‘organize and guide an
econanh:ewaluék}on of the Project and its technical recommendations and to
acsist in itraining extension agents and farmers in financial management.
Fina]ly;. since the project is just beyinning to work with groups for
"uxtending technology and credit, the advisors have not been actiﬁely
involved in group activities. IHCAFE, historically, has had some very bad
24periences with extending credit through organized groups so it is wise

that they zre proceeding with caution under this project.

2.4 Link with regional institutions

IHCAFE’s main 1ink with regional organizations is through PROMECAFE.

)
’

Their ties with the research/experiment station appear to be very st;ong.
Tzchnicians 4rom PROMECAFE periodically visit the country, publications are
exchanged, and IHCAFE technicians participate in regional -meetings. The
iink for ihe extension/sécial science areas is not nearly as strong but is
baing ~ dzveioped. PROMECAFE is taking the lead in implementing the area
profile studies with IHCAFE colaboration. An IHCAFE counterpart for
PROMECAFE in Honduras has been named and has spent three—months in CATIE,
Costa Rica'receiving special training on Area profiles, He, three other
IHCAFE technicians, and twa of the foreign advisors attended a 4-day
.seminar on profiles.in E1 Salvador in November of 1983. Approximately $30-
40,000 has been tentatively commited to starting the area profiles in
tionduras. The Comayagua region has been selected as the pilot profile.'The
formation of the implementation team and the operational plan are expected

to be completed during February 1984. USAIC_has been asked to help finance

S
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2.6 Link of Land Titling and Coffee Projects

At present there is no formal linkK between the two projects nor has
there been at';r conmunication between INA and IHCAFE in Sta. Birbara where
the +irzt land titling is faking place. INA titles small farmg if they
have no less than .1 hectare nor more than {7 hectares of coffee.
Otherwise, the lower limit is S hectares. The titling is.only on state or
municinal land and the payment is Lps. 60—100/hé.’depending “on the quality
of the land. The payments can be made over five years with no interest
charge. The title is given to the farmer even though he may not have vyet
paid <for all of the land. We do not recommend any formal associatiﬁn at
this time but an informal exchange of names might be of use. The "iNA
office in Sta. Barbara said they could check out small lists of IHCAFE
borrowers to see if they have new titles but if it were a2 large 1list the
IHCAFE people would have to review the lists themselves. There are two
potentiai problems from land titling that could affect the IHCAFE project,
First, 2 borrower could receive a new title ana then us; it to get credit
elsewhere, 1f there weren’t knowledge of this by either lender, then the
farmer might over-extend hiTsel{. 1f this becomes a problem, the 1HCAFE
Project might informally hold the farmer’s title until the loan is repaid.
The second potential problem might come from the banks formaily requiring
the titie as security for the IHCAFE loan. This should not be permitted
since it will sinnificantly increase the costs of lending for the bank as
well 2s the farmer.. Ther; is little evidence in credit studies that such
security with émall farm loans makes any difference in repayment. After
having just issued a new title by one government agency, it is difficult to

see another government agency expropriate the land because of loan delin-
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quency., Other than checking the lists of new land title recipients to
Keep IHCAFE *informed about "its borrowers, we do not recommend any other

activity at this time.

RECOMHENDATIGNS::

-=There is need to centinually improve the data flow and information
collection system of the Project by IHCAFE. Accurate credit flow and other
data are not ncw readily available.

~-=1HCAFE should study the feasibility of utilizing a micro—computer to
~andle the processing of Project data. ‘

-~The Central Bank should immediately credit the accounts of the
saprticipating. bankKs upon receipt of requests forrefmbursements through the
Sroject a§ specified in the Tripartite Agreement. This is not now being
Jone, |

—The maintenance of records on each sub~borrower in the Project in
the Central 3Bank should be eliminated. This does not seem to be their
.zppropriate role but rather that of the participating banks. 1f the
entral Bank feels they are r{quired to do this under existing agreements,
ithen those agreements should be modified to eliminate this activity.

~--The Central Bank should require only the minimal reimbursement
information from the participating banks as suggested by the Tripartite
Agreement, This in?ludes name of bank,xﬁame of sub-borrower, and amount of
disoursement. Other ‘information just adds to the costs at all levels.

~—The handling of capital reflows or loan repayments needs to be

clarified. It is recommended that the holding of these funds for relending
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EXTENSION ACTIVITIES

3.1 Extension Department expansion

As seen in Table 1, the Extension Department is ccmprised of
znproximately &8 extension agents plus eight regional directors. Qt, the
time the Project Paper was written, there were 85 agents. Additional
scents had been hired in 1982, bringing the number to " 95, but budget
limitations within IHCAFE brought about a sharp reduction in 1983,
Zepnerally, the cutback was simply an elimination of newly hired personnel,
so that the average }ears of experience among the group that stayed . (4.57
s2ars) was higher than the average years of experience of the group that
v:3 aliminated ¢(3.92 years). IHCAFE is now interviewiég‘technicians for 12

pow extension agent positions, which would bring the total back to 79.

Table 1. 1HCAFE Extension Agents by Year

fagion Number of Agents Average Experience*

1982 1983 1982 1983

i. Sta. Barbara 18 10 4.2 4.0
2. Copan 11 7 4.4 4.8
3. Yoro 10 4 3.1 3.4
¢, E1 Parafso 8 7 4.2 4.0
5. Comayagua _ 10 8 4.2 4.4
5. La Paz 7 é 4.3 5.8
7. 0lancho ? 8 4.5 4.8
8. Cortés 11 7 3.8 3.4
9. Central 11 8 5.4 4.4
Total ?9 68 4.4 4.4

*Average experience with IHCAFE as of Dec. 1982,
Source: IHCAFE

Approximately B804 of the agents have an educational preparation that

is equivalent to graduation from the John F. Kennedy School, not a high
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especially techniques for managing group training. Most said they did not
need more courses in disease control.

Much of the training received by extension agents during the last two
vears has been through direct supervisory visits by hoth Project Management
and tecnnical advisors (Servicios Tecnicos) from the AID/IHCAFE Office in
Tequcigalpa. Some of this has been simply motivational, some training in
specific credit formalities, and some general orientation in technology or
extension techniques, The extension agents appear very receptive to this
type of close supervision, which is instructive rather than disciplinary.
It iz alco apparent that the Agricultural Division of IHCAFE does not have
the parsonnel available to make similar training visits .country wid;.“" It
is, therefore, essential to the Project that another very highly qualified
and fi:ld-oriented extension advisor be contracted to replace Santiago
Vivaldi, who is leaving soon, If the_ccnnmnications and publishing area
is adequately supported, as recommended by this report, then a full-time
replacermznt for the extension position may not be needed.since the communi-
cation work can re2place, in part, some of the extension advising function.
In this way, short term extension, farm and financial managemgnt, and other
technical advisors could be brought in as needed;

Thé other printipal type of training received _by. IHCAFE extension
agents is at the regional level. The regional director is responsible for
assigning new agents to an experienced agent for side-by-side orientation
for éeueral weeks untii the new 2gent is considered ready to work on his
own. The regional director is also important because he is the one who
does most of the supervision and evaluation of the aqgents. Under this

system, the quality of training received is dependent on the quality of the

\OC»
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regional director. %t would be very advisable to provide support funds to
cover the extra logistic costs of taking extension agents out of their
region for very short periods for in-service training under strong

2xtensionists of other regions.

3.3 importance of area profiles

The Are2 Profile activity was designed to achieve a dual purpose: the
ca}!ection of better information about the coffee sector (especially char-
acteristics of small farmers), and training of extension agents through the
investigative field work. Both ends are considered important by both the
IHCAFE adminisirative personnel and many of ihe extension agents. No field
worK has been done to this date, as explained eaclier, but‘work may begin
in 1984. |

Because of limits on the extension agents’ time, this activity yill
reguire careful review and a decision as to the relative importance of the
information to be gathered and the inclusion of the extension agents in an
zducational activity. The last complete survey of the coffee sector is
woere than 10 years old, and new data are important for ass;ssement of
IHCAFE priorities and strategies. The recent.spread of La Rora and Broca
through the country along with the virtual ceiling on national production
(1CO quota system) strongly suggest that the structure of the coffee sector
will be changing dramatically in the next decade. Decisions as to the
level of support n;eded for the AID/IHC;FE Project and other similar
urograms would best be made on the basis of more recent socioc-economic and

technical profiles.
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2.4 Organization and effectiveness of project promotion

Préject*_promotion in the first year was mostly informal and based on
.ersonal visits by the »xtension agents to farms with which they were
zcquainted. All of the extension agents interviewed indicated that they
sncountered at least a very healthy scepticism among farmers. Also, first
»»3r credit delays hurt the Project’s credibility. Virtually, all exten-
5ian agents indi;ate, hcwever, that by the second year promotion had become
unnecescary. The plant development in the first year’s plantings was
Jesmatie, and the demonstration effects have led to many farmers seeKing to
-pter the program.

Because of the very strong demonstrational impact of a  technified

‘
Al
-

wofiee farm, it is unlikely thatadditionalpromotibnal activities will be a
concern, To the contrary, it may become necessary in the future to promote
~zstraint on the part of farmers who may attempt to copy the technification

without adequate training or supervision.

2.3 Borrcwzr selection criteria and effectiveness

Selection criteria include the guidelines used for defining the target
group, the extension agent’s own technical and personal eualu;tion, and the
tanks’ judgement of credit worthiness. The project quidelines are that the
beneficiary have 10 or less hectares in coffee, averaging 15 or less
suintales per hectare, and 507 or more of his incomg be from coffee. The
other two sets of'criteria are not specifically defined. The selection
arocess, generally, is that the extension agent (either himself or through
the credit agent) {first checks with local lenders; if the potential

participant either has not had credit before or has an acceptable credit
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remote. Most agents indicated that they made some bad selections the first
year necause of time pfessu;e. An important way to protect the selection
process is to Keep each agents workload reasonable. A spot check of farms.
visited (including one with L 59,000 annual gross income) indicate that
extension agents are filling out credit forms honestly. It is important

that tney not feel pressured to misrepresent farmers to fill credit goals.

3.4 Extent of Project coverage

The reqgions with the grea?gst coverage are Comayagua, Sta. B4rbara,
Olanche, and Sta. Rosa de Copdn, although all nine regions are being
serviczd., No detail is yet available as to where the greatest incidengé of
cnffee rust is located but it appears to be affecting all regions to some
e2xt2nt., More information on rust will soon be available after the current
rust field'survey is cémpleted. More details on farmer characteristics and

distribution can be found in sections 4.2 and 4.3.

3.7 Current‘extensionist/beneficiary ratio and adequacy
The approximate beneficiary/extensionist ratio as of 10/83, by region,
is as follows: €(1) Sta. B{rbara 24:1; (2) Sta. Rosa‘de Copin 32:1; (3) Yoro
12:1; ¢4) E1 Paraiso 15:1; (5) Comayagua 47:1; (8) La Paz 14:1; (7) Olancho
36:1; ¢8) Cortés 22:1; (9) Central 3:1. The national average is 24:1. The
..numhar of Project beneficiaries that an extension agent can attend
effectively will depend Sn the physical'terrain of his zone, the quality of
the agent, and how much of his time he dedicates to this Project.
Extensionists appear to be making between 25 and 40 farm visits per month,

with an average around 40. 'If they visit each farmer 4 times per year they
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‘could serve 120 farms. Some agents have suggested 40-40 farmers ‘as an

acceptable ratio. I1f these farmers are Project beneficiaries, however,

the agents must not only visit the farms, but must also spend office time-

to wark on credit formalities and farm plans, and to prepare, promote, and
aeliueﬁ group oriented training activities. The number of Project benefi-
ciaries. that can be served with any effectiveness is probably no greater
than &0. There are extension agents who are near their limit now (and who
are worKing virtually 100% of their time with the Project). If the Project
almost doubles in %ize in the next year, as p;ojected, several regions will
be unabla to effectively handle.more bencficiaries in 1985,

The problem cannot be seen by meré national averages. ~Each zone will
have a different capacity.. It is very apparent, howev. r, that' further
expansican of the Project will requir; an  increase in 4ull time

axtensicnists and continued part time assistance during peak work periods

{credit activities, especially),

3.8 Replacement of on-farm visits with a farmer education system

The extension methododology used with Project beneficiaries is highly
variable. As mentioned, the success 5*‘the Project depends upon continuing
to strengthien the weakKer or less gxberienced agents and better training for
all aqents in financial management, Generally, however, the extension
service appears to be maKing good progress toward organization of <farmers
into groups, use of demonstration lots, and in some cases, use of leader
farmers. Supervision is still highly paternalistic, though, and
participant farmers are simply following instructions,. Continued work is

needed to  achieve a2 system of educ tion that can monitor the
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narticipants’ improvement, and eventually allow the farmer to wofk_
ceimarily on-his own .

“mong farmers and extensionists interviewed, there was definite
»vicance of both good organization of farmers inio training groups and uyse
~¥ demonstration lots for training purposes. There are currentliy only a
‘2w formal demonstration lots in use, but most extensionists have, at
isast, informal demonstration lots on farmers’ fields. Th? great bulk of
the technical material can be taught best in this way. Farmers are formed
ianto groups, given a short lesson in some aspect of coffee cultuire, and
inen taken to the field for a deﬁonstration of the technique. Groupé are
3ften being formed without the extensionists’ urging, ‘around a nat;ral
ieader (sometimes the manager of the Project nursery), In these cases, the
~anaptunity for intormal self—training and demonstration among these groups
(s very higﬁ.

The areater apparent'ﬁeficiency of the program to this point is that
supervision is still highly paternalistic, All.of the farmers interviewed
wepre simply following directions in at least some aspect of managemeqt of
tneir technified coffee, and some seemed rei;ctant to believe it was really
their coffee, while' strict supervision is necessary and desirable,
2specially during these first year; of the Project, there appears to be a
need for a better process of evaluation of farmers’ progress toward
¢ducational goals. Extension agents fill out supervisory forms to indicate
that certain technical ;teps have been accomplished for the purpose of
credit disbursements, but there is no similar report about the <farmers’
understanding of these technical steps.

The area where the farmers are most dependent is in management of
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An additional topic that might be included in farmer training relates
to crop diversification. -.Since the long-term prospects for coffee are not
entirely positive (internal and external per capita consumption is
declining over time), the farmers should at least be made aware of some
possible substitutes for coffee. Unfortunately, the limited IHCAFE coffee
diversification activities are not in the small farm coffee areas but on
the more humid coastal zones. Nevertheless, IHCAFE should consider the
possibility of dbing some of the diversification work in the areas where
the Project is strong so that fecommendations can be given farmers on this

important topic as well.

3.9 Effect of training programion farm technification
The training program has achieved excellent results so far in the
technification of farms. Continued progress is needed, however, to allow

the Project expansion, and to move farmers toward self reliance.

RECOMMENDATIONS :

--1f the Project expects to continue expanding through 1985,
additional extension agents will be needed. Part-time assistance of
additional secretaries during peak periods also will be required. ESF
might be used for this purpose.

--Extension training in coffee culture and extension methods needs to
be continued.

—Training of extension agents needs strengthening in the arezs of
farm and financial maﬁagement, production economics, and aroup techniques.

-=-Training of participating farmers and their families (wives and

sons) in farm and financial management and in technical coféee production
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greatlf needs strengthening.

-—Exteﬁsiék agents in one zone need to be transportad to other zones
and reéions for short-term, intensive in-service training under existing
strong éxtensionists. ESF support for this activity wouid be justified.

--Project management must assure that during this rapid expansionary
period the extension agents do nat feel excessive pressure to meet Project
goals at ihe expense of good farmer selection and supervision,

--Project extension methods must gradually move away from the present
highly paternalistic procedures where farmers are directly controlled and
supervised.

--Continued work on farmer education programs is needed which will
eventugliy allow farmers to work more on their own with less direct
superuision.by the extension agents.

—Further effort iér needed in working with groups, using para-
professionals (including farmer leaders), and in utilizing test plots on
farmers fields and local demonstration plots.

--Farmers need to be provided $inancial management training to reduce
their dependence on the extension agents for 1oan information and handliﬁg
of credit funds.

~-=IHCAFE should study the feasibility of shifting some of its coffee

diversification research work to the small farm coffee producing areas,

since the long-term prospects of coffee production are not good.
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CREDIT ACTIVITIES

4.1 opganizatiCTQ"'and strengthening of Credit Department in IHCAFE

Very littl-ie has been done relative to the Credit Department. No add-
itional staff me—-mbers have been added. In fact, the number of personnel in
that unit also w=2s reduced with the general retrenchment of budget and staff
in 1982, as dic==ussed in section 1.1. There now are § o; 7 persons in the
department who  3re primarily working with other non-AID loans (a fairly
small volume) -and trying to recuperate some of the delinquent loans +rom
past programs (-=aid to total about Lps. 30 million). The foreign credit
advisor has work-+d informally with the head of the Credit Department and he
has a{tended thse credit training seminars presented through the AID/IRCAFE
project..

The possibi"e future relationship of the Credit Department. to the
AID/1HCAFE Proj=<t is not clear at this time. It woulq seem that there
should be a clzcer tie with the Implementing U;it but the present Credit
Department activi ties don’t closely fit the needs of the Project. It could
play a role in 1can collections as they become more important but much of
" that work is in the field, not in the main office. Thus, if the Credit
Department were more integrated into the Project it would require assigning
_some of the p,rsnnnel to regional offices to assist with loan collections

and with summarizing credit data in the field.

4.2 Effectiveness Of banks in approvibg and acministering loans
The approval process by the banks seems to be functioning pretty well,
However, the basiC grains lending does slow down the processing of the

IHCAFE 1loans during certain times of the y2ar since the banks give first

k/\%
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preference to their own customers. The only complaints of significant
delays weré¢ during this period or wheh the banks stopped processing loans
because reimbursement through £$e Central Bank was being delayed (See
sections 1.1 and 2.2 for additional information). There is concern that the
big push by IHCAFE this year could lead to sone serious. delays in loan
processing, especially in BANADESA.branches where basic grains are impor=-
tant. Discussions should be held with BANADESA, and with other banks if
also affected, to see what temporary measures could be taken to handle the
expected large loan processing demands during certain periods. Perhaps they
would ﬁe willing to hire temporary help or bring credit offfcers from other
branches with less of a crgdit load to help out. Of course, the more IHCAFE
can spread out its worklicad on loan preparatian and submittal, the easier it
will be for the banks to handle the Toan approvals.

The credit is reaching the target group specified in the Proj;ct agree=-
ment as determined by a small, random sample of information from lcan files
in the central office. The average farmer receiving technical assistance
and credit for complete renovation (Model I) in 1982 was about 39 rears of
aqe, had a total farm size of 15 manzanas (190.S heciares), total coffee of a
little 1less than 4 manzanas (4 hectares. with production at 7.9 4qq.(100

1bs.) per manzana. The average loan size in 1982 was Lps. 4945 or Lps. 4043

per manzana. Farmers receiving credit for partial renovaticn of their

cof4ee> (Modei 11) were a little younger (35 years), had smaller farms (¢
manzanas or 4.2 hectares total), less coffee (4.2 manzanas or 2.9 has.) and
obtained Lps.1798 of credit per manzana. For more detail by region please

refer to Appendix Table C-4.
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The average 1983 borrower was 40 years cf age, was fairly similar in
size to those of 1982 (14.5 manzanas total and 4.1 manzanas in coffee),
r'ceiuea Lp;.‘-5619 per loan and Lps. 4302 per manz2na, and 2arned about
Lps. é355 gross annual income. A breakdown of these characteristics by
region can be found in Appendix Table C-5.

The averages also were calculated.according to the credit experience of
the farmer: no formal credit, credit with BANADESA, and credit with other
formal lenders. This information was available only for the 1983 sample,
Quer one-half of the borrowers had never received formal or institutional
credit before joining the IHCAFE Project. About 3OZ had previously worked
with BANADESA and another 19/ had worked with other credit instiiufions.
Those with no previous credit experience tended to be yourjer, had semaller
farms and less coffee, had loger coffee yields, and earned less gross income
2s shown in the following table.

Table 2. 1983 Sample Data by Source of Credit

Age Loan Manzanas Prod/Mz. Loan/Mz.
Size in qq. Lps.
Lps. Total In coffee Financed

Na formal gcredit: N=44 (31X of tota] =sampled)
Average 37.4 5598 14,0 5.3 ' 1.3 8.0 4389

Aueragg 43,3 S4146 18.4 4.5 1.3 8.9 4404
Qthepr bankss  N=23 190
Average 44.0 Se78 i9.7 7.4 1.3 8.4 4374
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4.3 Level of funding and credit flows

Th; most- complete figures on the number of loans and volume are avail-
able through Septemher 1983. At that time, a total of 1784 lcans worth Lps.
8,963,509 had been approved. 0f that, Lps. 9,971,622 or 477/ had actually
. been withdrawn. These fiows were for financing coffee nurseries with terms
up to 18 months and for renovation of existing coffee {partial or complete

renovation), as shown below,

Table 3. Total Accumulated Credit Flows Through September 1983

Loan Tybe No. Lps. ' Lps Number of
of Loans Approved Withdrawn of Plants

Investiment 1,580 6,767,843 (75.54) 4,236,905
(Renovation)

Nurseries 204 2,195,844 (24.54) 1,734,716 /4,335,700

Total 1,784 8,963,509 (100X) 5,971,822 T

It should be pointed out that there are several planned disbursements
for the renovation loans over the first two years of  the loan, which
explains scme of the delay in disbursements. Withdrawals are permitted more
quickly for the nursery loans since they are shorter in terﬁ. Based on
-preliminary credit figures presented in the last quarterly report of 1983,
it’s estimated a total of 1,839 nursery }nd investment loans for a Qalbe of
Lps. 10,884,425 were approved by the end of 1983, 0f this, its estimated
that Lps. 4,735,169 or 637 was withdrawn. A summary of credit flows by

type of 1loan and year is shown in Table 4, For a breakdown by region,
) o )
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please refer to Appendix Tables C-4, C-7 and C-8.

Table 4. Estimated Credit Flows by Trpe of Loan and Year

Yr and ‘No. of Value Value
Type Loan Loans Approved Disbursed
1982 (In Lempiras)
Investment Loans 674. 3,675,312 2,320,612
Nursery Loans 58 692,914 459,850
Total 7230 4,368,226 2,780,462
1983 ,
Investment Loans 897 4,039,941 2,433,843
Nursery Loans 212 2,258,438 1,520,844
Total 1109 4,298,399 3,954,707
Accumylated tg Dec, 31, 1983
Investment Loans 1571 7,715,273 4,754,455
Nursery Loans 248 2,951,352 1,980,714
Total 1839 10,886,625 6,735,149

Source:IHCAFE, Informe Trimestral, Oct-Dic.1982; Asticic; and Informe
Trimestral, Oct-Dic.1983 (preliminary).
Note: These figures come from a mixture of IHCAFE and bank reports so they
can only be considered estjmates and may differ from strickly bankKk reports.
Most of the investment credit has been used for compiete]r rencvating
i or 2 manzanas of coffee (destroying the old and planting new). This s
referred to as Model 1 a@d accounts for almost ?4% of the investment credit
extended as shown in Appendix Table C-8. Model II (partial renovation) in
less popular and has not even been utilized in come of the reqgions. This is
.Just the reverse of what was projected in the Project Paper where it was
estimated that 207 of th;'credit would go for Model 1 anq 807 would be for
Mode! 11. Many r;asons ;re given to explain the different distribution.
The first, and probably most important, is that the majority of the coffee

plots are very old and unproductive, Thus, complete renovation was more

attractive than trying to rejuvenate the old plants. Other reasons might be
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tﬁat the fertilization and other cultivation recommendations for Model 1l
might bring considerably more risk than similar advice under Model 1 but
with new plants. .Also, mor; money is available with better terms for Model 1
and could be important to farmers facing serious liquidity problems although
this was not thought to be important by field workers. The heavier emphasis
on Model 1 will liKely increase the demand for credit over time since a
"larger investment is required.

In summary, at this point in time the credit is getting to the target
group, although scmetimes delayed. The beneficiaries are just now reaching
the stage where they will be needing annual production (maintenance) credit.
Those that have requestedusuch credit have been serviced. The real iest of
the availability of production credit will.:une next year when all the
disbursements for many of the investment loans extended in 1981 and 1982
will have been ccmpleted and the farmers will be asking for annual loans to
cover production costs. However, there is some concern that the farmers may
drop back in their application of the recommendations once the original
disbursements of the invesiment loan are completed. 1f so, this will mean
less production credit will be needed. The GOH counterpart contribution for

the investment fund is now in process as discussed in section 1.{.

4.4 Role of IHCAFE credit and extension agents in credit

Since there. are now 10 credit agents rather than the 20 originally
planned, their functions are also different from early plans. Although the
1983 Cuevas study suggested the credit and extansion agents were handling
essentially the same fqncﬁions, we foqnd this not to be entirely so. The

credit 'agents seem to help orient the‘extensiocn agents in. completing the



Credit 38

loan applications, they check and revise all applications prepared by the
exten;ion .agbnts, they serve as the 1inK with the credit institutions to
coordinate loan d}sbursements, and they help resolve protlem cases with the
banks. The extension agent is primarily responsible for gathering data from
the farmer and filling out the loan application forms. They also make farm
visits at the time of the application and as each dishursement is made. In
some regions both the credit and extension agents carry ocut the pre-harvest
farm visits (caontrales de glgllangia), while in other areas they seem to
place the primary responsibility on the credit agent. The sharing of such
responsibilities will 1likely change in the future as each group +urther
defines its role, It doesn’t appear that one, or even fgo, credi.t agents in
each region will! be able to do the pre-harvest visits alone--the extension
agents will need to help since such visits must be done in a fairly short
period of time before-harvest if they are going to b2 effective in deter-
mining ~ loan repayment abilities of the farmers. Since only interest pay-
meﬁts have been due for most borrowers to date, the exict roles of the
credit and extension.agents in monitoriné léan repayments have not yet been
clearly defined.

The' involvement of the credit and thension agents in helping the
farmers obtain credit along with their technical assistance has been fairly
effective in Project implementation. As explained earlier, mast farmers are
selecting the complete renovation model which requires considerably more
capital investment to implement. As such, credit probably is highly desir-

able for them since many would not be able to makKe such an investment

wi thout credit.
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However, a mﬁjor problem arises from this heavy involvement in credit
and technical assistance activities~-—the cost per loan and farmer i; high.
The Cuevas study conclud;d that close to 80 percent of IHCAFE’S‘-personnel
costs and 77 percént of its operating costs were associated with these two
activities. The evaluation team also obserwed that the major portion of
the agents’ time was spent with processing loans and in‘ providing on-farm
technical assistance. Since about 24 loans are now handled per agent, this
results in very high lending costs. However, significant expansion of the
Project is expected in 1984 which should reduce per borrower costs. Never-
theless, IHCAFE is going to have to find more effective ways of extending
credit and assistance to many more farmers to reduce those costs. "

Reducing the heavy reliance on maéy application and éuperoision forms
is one recommended way. Presently, each loan reﬁuest includes an aéplicz-
tion form, a credit"report, a2 farm map and other data form, a cash
flow/capacity to payr form, and a detailed investment plan. Further docu-
ments are completed by the participating credit institution. As each loan
disbursement is made, a farm supervision report is submitted by the exten-
sion agent. Finally, a pre~harvest report on the condition of the coffee is
prepared at the end of the season. An original and th}ee copies of these
forms are prepared which makKes it necessary to type the hand written forms
prepared by the agents. This adds to the costs of loan processing and may
slow down submittal since some zonv offices don’t have a secretary. Such
data would be nice fo have for each borr;wer; but it is just too expensivs
to do this for small -farm credit programs., Rather, similar data could be
prepared for categories of farmers to serve as quidelines instead of for

each individual. One exténsion agent estimated that he spent about 20
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ginutes with each farmer on first contact, another 0 minutes gathering farm
and b&rﬁower.dafa, and then up to three hours in the office to complete all
of th@ forms. The experiénces in other countries suggest that, over time,
all of.the loan documents will 100K very similar since the extension agents
try to save time by using the same data for everyone. In fact, there is
. some evidence that this is already happening. Some supervision reports look
much the same. Rather than indicating what the individual farmer really
needs fur the'next disbursement, the agent just says ®refer to the original
investment plan®. This suggests either he didn’t visit the farm, or that he
didn’t really discuss the next disbursement need with the farmer. . Either
way, the form becomes just a formality and is therefore meaningless for the
Project. 1t is our oﬁinion that if the Project is t; reach ﬁany more
farmers at a reasonable cost, this heavy paperwork must be reduced signifi-
cantly. UWe feel that the farm map and cash flow sheet could be eliminated,
the inuestment plan grei;ly simplified or eliminated, and duplication of
information on more than one form reduced in such a way that only a one or
two page loan document would be needed (plus the loan contract with the
bank). why. is a typewritten reporf needed if the hand written forms are
legible? 1If ‘4e;er copies were required, then the agent3’ hand written
originaf reports would be adequate. The final test of an existing form is
" how it is used. If it is seldom or never used it should be eliminated. A
proposed formal evaluation program mentioned in an earlier séctfon might
help identify which data are reaily needed,

At present, none of the copies go to the farmer or to the extension

agent working with the farmer, Some agents prepare their own summary sheet
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" showing loan and other information about their clients which is used during
their _farm visits. All field agents should be required to maintain such
current daga‘.so “that they can directly discuss each {farmer’s situation
during the farm visit. This information will be much more useful for the
agent than spending hours in the office filling out forms. The field agents
also need to find ways of extending credit more efficiently. Perhaps
borrowers can he placed in categories according to their need for supervi-
sion, and the number of farm visits and disbursements per loan might be
reduced for those who appear to be doing well, In this way the agents can
concentrate their time on those borfowers in most need or with \serious
problems. It also appears considerable time fs spent on the'road goiné-{rom
one area to another. The time on the road is not product3be. Thuﬁ, reloca-
tion of personnel to the zones where most borrowers are located might help
or more branotion may be required in the zones where tbey are already
worKing so they can attend more farmers during each visit.

Since close to 20 percent of the IHCAFE recommended borrowers are
turnea down by the participating banks, the field personnel need to spend
the minimum time possible with farmers during that initial selection period
so the time is not wasted. Once the farmer passes the initial screening by
the bank, then the application and other forms can be completed. Scme of
. the regions now are just sending a list of potential borrowers to the banks
for checks on past del?quency or other problems before anything else is
done. This proceduFe should be adopted Ly all of the regions.,

The monitoring of loan repayments is not yet a major responsibility of
the field agents since few loans have become due to date. The few 1981-82

]
-rt

nursery loans are due and have generally been repaid. Exact fiqures on

/
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repayrment are not available, but it looks like nursery loan repa)ments and
renovsation Toan interest ﬁayments are between 20 and 95 percent., A list of
delincguent loans by region is now being pr?pared and a new regional report-
ing “form is being prepared which will give a summary of lcan repayments,
exten:t of delinquencr, .and the amount of restructured or refinanced loans by
month.. These data will be especially important to monitor repayments as
more @and more loans become due.

The amount of payment for ]aﬁor under the Model I investment plan might

also be an area that could be studied for maintaining good loan repayment.

- presemtly, up to 40 percent of the loan can be used to cover labor costs.

1§ much of that labor comes from the farmer and his family, this payment is
essentially for their subsistence, but based on expected future earnings.
I trose earnings don’t materialize secause of poor prices or h;rvest, the
loan will likely be delinquent, Farm families who have other sources of
income to carry them through that initial two-year period of no coffee
production, should not be~row money on their own labor. As an example, one
$armer withdrew Lps. 8,449 of which Lps. 4,211 was for labor. He is now
Lps. 874 in arrears. If 1-2,000 less had been used for labor payment under
the loan, he might have been able to entirely pay off the loan. It is hard
to give specific recommendations on labor payments since each farmer’s
”;ituation is different. Nevertheless, this is an area that needs to be
monitored carefully so farmers are not Subjected to any more financial risk
than necessary.
Another credit area in need of analysis is the repayment schedules.

Interest .payments are now scheduled 4qf April of each year but harvest
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"normally occurs in November and December. Most farmers sell at harvest so
it may be appropriate to move up the repayment date. It also a2ppears that
production: ;ﬁ' the newly renovated coffee plots will be much higher than
iﬁiti;lly projected. Thus, farmers should be encouraged to pay back the
principal early if possible. There are reports that some farmers have been
turned away by BANADESA when wishing to pay interest early. Such action does
not encourage gecod financial discipline and management. Thus, both early
interest and principal repayments should definitely be encouraged and the

banks must find ways to accommodate such requests.

4.5 Adequacy of loans.in Kind and in cash for technification

As discussed in earlier sections, the credit has helped the participa~-
ting farmers technify the}f coffee plots. However, i;Iis not élear that
credit in Kind has made any particular difference. The inputs do appear to.
be available to the farmers, either through IHCAFE, BANADESA outlets, or
through private distributors. Some feel the farmers will use cash credit
for -other than Project purposes but there is no assurance that credit in
Kind won’t be sold for the same reason. Tying the disbursements to specific
recommendations and their supérviéion are much more ’important than the
credit being in Kind. The major dangers of credit in kind is that there may
be pressure on the technicians to recommend inputs that are available in
IHCAFE rather than what is most needed and the input handling costs may be
high. |

Most credit institutions in other developing countries have gradually
moved away from handling inputs due to problems and costs associated with

. handling and selling the inputs. Thus, 7/t is recommended that as soon as

f
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aiternative sources for inputé are ~.3ilable in the 2zones and regions,
IHCAFE should get out of the input supplying business. An internal audit of
IHCAFE could heip identify the portion of cperating costs associated with

handling and storing the inputs now used.

4.6 Availability of production loans
Project borrowers are just now beginning to request production loans so
it is still too early to c.termine the adequacy of the production credit

from other sources. To this date there have been no problems for those

wishing such credit,

4,7 Project’s financial needs for the 1984-85 period
The Project started slow in 1981-82 but picked up speed in 1983. There
is optimism that 1984 will be even better. The financial plan for 1984 is

as follows:

Table 3. Financial Plan.-- 1984
(In Lempiras).

Neieatrio

[tem Period
Jan-Mar Apr-June July-Sept Oct-Dec Total

Nurseries 1,249,900 423,250 423,250 -0~ 2,116,420
Loans 2,276,250 9,812,025 847,375 1,979,800 14,915,450

Sub—-total ' 17,031,400
Training -0~ -0~ 15,000 15,000 30,000
Demo Lots ~0- 80,000 80,000 80,000 240,000
Publications -0~ 30,000 -0~ -0~ 30,000

Total 3,546,150 10,345,275 1,345,425 2,074,800 17,331,200

Source: IHCAFE, Unidad Ejecutora

This is a very ambitibus plan, especially for the volume projected for the

renovation loans. The Lps., 14,915,450 planned for renovation loans is
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;qu;va;;ient to about 2700 loans, some 900 more than the total loans extended
from 1 she b?ginning of the Project through the end of 1983, and close to
three times.kﬁe number extended during the year of 1983, The field staff
in a nnumber of the regions are optimistic that they can more than double
the nuumber of beneficiaries in their area. But reaching such a yoal will

‘pequires a lot of coordination in plant distribution, credit, provision of
inputs,: and technical assistance, 2as discussed in some earlier sections of
this r=eport. At the end of 1982, there was indication of an excess of
plants in one of the regions. The same could happen during this production
cycle, but on a larger scale, since the nurseries have been established
pefore the exact number of renovation loans (borrowers) have been identi-
fied. Some similar projections were made by Astacio anﬁlare presented in
appendi = Table c-9.

Aseuming the estimated value of loans approved as Lps. 10,446,425 or
55,333,212 through the end of 1983 (Table 4), then 33,644,438 remains to be
disbup$¥d. of the original $? million USAID 1lcan for credit. This is
equivalfnt to Lps. 7,333,376? about one-half of JHCAFE’s projection for
1984, Thus, if IHCAFE reaches only S0Z of that projected for next year, the
UsalD locan should be completely disbursed. 1f IHCAFE reaches 75/ of

projected needs, there will be a shortfall of approximately $1.9 million.

-.Given these senarios, it appears most of the present loan will be disbursed
by the end of 1984,
The S0Z senario discussed above also will resuit in the goal of 3000
farmers being reached, but one year earlier than specified in the Project
Agreement. Assuming the Project can continue to identify qualified

e

borrowers, USAID may wish to add to the credit fund to allow for such
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further exp;ansion. However, it appears the growth during 1984 will likely

atilize any” .2xcess capacity in terms of field staff and new extension agents
will need -t0 be added to allow further growth (as discussed in more detail
in the externsion section of this report).,
an adzditional area that may merit future USAID/IHCAFE suppor£ is in
the processiing of coffee. Most Project participants now sell their coffee
'at harvest,, with little or no processing. 0f course, as coffee is
processed, i+he producer generally receives & higher price. Also, the price .
variability appears less at higher price (processed) levels. Thus, it
would be =mopropriate to studr the possibility of incorporating some
research, cevelopment, and introduction of small-scale coffee processing
equipme"t into the ProJedf. I such technoiogr is labor intensive, it
could add &3 the returps to labor of the Project beneficiaries and their
families. “The existing QSAFD supported Rural Technologies Project is not
now doing 207 work with coffee proceésing equipment but could be a

potential scurce for such equipment. This should be looked into further,

RECOMMENDATIONS:
--Discussions should be held between IHCAFE und participating banks to
identify measures that can be taKen to minimize the delays and bottlenecks

in loan processing that are likely to occur during the expected rapid

Project expansion in 1984/1985.

-~]1HCAFE shoula develnp a proposed ;Ehedule for loan processing which
will help spread cut the bank loan request and processing loads.

--The Froject should continue to work with the target group and,

rather than be tempted to work with mediun sized or larger praducers, find
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ways to more effectively work with I;rge numbers of small farmers who are
in most need.of assistance.

~-Mechanisms ﬁeed to be established to determine the availability of
non-Project production credit and its use by Project participants. At
present, no such data are available. This info;mation will be needed in
the future to measure if the objective of providing production credit is
being met and in what way.

--Extension and credit agents need to continually be made aware in
training sessions and by administrative directives that borrower repayment
is critical to the longer—term success of the Project.  In turn, the\agégts
should be asked to pass this message to the borrowers. However, at no time
should they directly feceiue‘loan repayments.

--Immediate procedures should be implemented to reduce the excessjve
paperwork ssociated with loan processing. IHCAFE’s documentation should
be reduced to no more than 1 or 2 pages per borrower ., T}ping of documents
should not be required.if the handwriting is legible,

--Since a large portion of the agents’ time is spent on credit and
technical assistance activities, methods must be introduced to allow them
to effectively work with a larger number of farmers at ower cost/borrower.

--Al1 extension agents should be encouraged tﬁ maintain a summary
sheet on loan balances and other pertainent information on their clients
s0 ihey are more igformed for their farm visits.

~=-Borrowers should be pltaced in categories according to their need for

supervision., In this way the extension agents can allocate their time to

those farmers in most need. The criteria for establishing the categories
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can best come from the experienced agents themselves,

-=JHCAFE should study the possible re-location of some of the field
staff to reduce the non-productive time on the roadlbetween farm visits,

-~A list of potential borrowers should be sent or discussed with the
banks before any other loan processing activities begin to avoid spending a
Tot of time with a farmer who is later determined not eligible for a loan.

--The monitoring of delinquency and the gathering of arrears data

needs to be further strengthened.

--An analysis of the desirability of extending upwards of 40% of
renovation loans for labor payments should be implemented, especially ;Here
the labor may primarily come from the producer and his family. Reduction
of credit for labor, where possible, may greaily reduce the financial risk
assumed by.the farmer.

--Present reparmentf schedules should be analyzed and made more
consistent with harvest times and expected income $lows.

--Farmers should be encouraged to pre-pay their interest ;nd principal
obligations, when possible, to help develop good financial discipline.
Banks need to establish mechanisms to allow such pre-payment.

~=The Project should experiment with moving away from extending credit
in Kind. Once alfernatiue local input suppliers are available, IHCAFE
should terminate;its input handling apd distribution work and concentrate
on its credit and technical ;ssistance activities,

-=Current projections suggest that the $9 million USAID loan will

~likely be completely disbursed by the end of 1984, or at the latest, during

1985, ahead of schedule, USAID should study the feasibility of increasing
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the size of the credit fund to allow for the expected continual expansion
of the Project.

" --étudies should be made of the feasibility of linking the USAID
supported Rural Technologies Project to the IHCAFE Small Farmer Ccffee
Project to research, develop, and finance small-scale coffee processing
equipment to help the beneficiaries partially process their coffee.

Additional training of farmers in coffee processing will be needed if such

equipment were made available.
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PROJECT ACCEPTABILITY, TECRNOLOGICAL ADOPTION AND DIFFUSION

S.1 Farmer acceptance of technification program

Farmers have accepted this program with enthusiasm, Thebreason that
Project disbursements are high relative to the number of participant; is
that the majority are opting for drastic renovation. Most farmers are
aware of the interest they are paying and Know that the rate is lower than
.that for informal credit (2-4%4 monthly). Gradual rengvation appears to be
more prevalent the first rather than the second year. Perhaps farmers have
more confidence after seeing good results. For the rest of the Project,
partial renovation will probably be more of a technical consideratian.« In
order to partially renovate a farm, the coffee must be of an improved
variety and in ;easonable good condition. Most of the small farm
participants have old plantations of the unimproved, typical variety.

The <farmers seemed willing to zccept organization into groups for

training, and they are all glad to have extension agents visit their farm.

9.3 Effect of coffee price drop on beneficiary interest

Current prices are high (about Lps. 150/quintal)., Even when prices
were very loﬁ last year, farmers continued to participate., It is doubtful
'that current prices will ever affect Project participation much, because
there will always be expectations of.improuement by the time the 1loan is
due. Prices will affect loan repayment, however, and, for that reason,
emphasis is given to training in financial planning and continued economic
evaluation of techn;cal models,

This Project can help farmers get a better price for their product to

(\r
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"the degree it frees them from the need for informal credit, which is often

tied 'to a sales agreement, Two of the twelve farmers visited indicated

they had already enjoyed this beneit.

S.4 Following of instructions by farmers

The great majority of participants are fol!uQing instructions closely.
1t appears that less than 3% have been probiems of complete non-compliance.
1# farmers can continue to apply proper management practices (fertiliz-
ation, weed, pest, and disease control, pruning, etc.) their technical and
financial success will be assured (assuming prices do not fall drasti-

cally).

As mentioned, farmers have not yet demonstrated the ability to manage
their <farms alone. In f;ct, their early success may {;ad to aafly 1oan
repayment, which micht cause them to be less carefully attended by the
extensionists. This injtial success should not be allowed to lead to .
| complacency. The farmers need several years of assistance to learn this
technology.

Additionally, the recommended technical models need to be reviewed
reqularly under a proper researeh' and evaluation -methodologr. In
addition, mechanisms need to be established to incorporate the coffee
researchers in the Project to helping identify technical problems in nurse-
ries and oan farmers piots. Especially important is a test of the cost

effectiveness of various levels of management.

5.5 Satisfaction with credit and technical assistance
Farmers seem satisfied with the credit so far. During the first year,

there were many cases where the loan disbuH;ement was delayed so long that

o\
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the farmers ;ither dropped out of the program or rushed their field work.
That continues to be the biggest threat, Overly complex locan forms and
regulations, along with bureaucratic delays can result in a great techaical
handicap to the participant farmer.

While farmers did not express this concern, it is obvious that the
credit program must be designed in a way that includes. the farmer in
learning how to manage money. UWith all of the credit forms.(é pages) and
copies going to every other interested party, the farmer i3 not even given

a copy of his own financial record.

S.é6 Ilnvolvement of marKeting cooperatives

IHCAFE officially encourages cooperatives, but at the field level,
pranotion will depend on the success of the local cooperatives. Many
coffee cooperatives have had financial problems,

An interesting phenomenon, which may be isolated to the one case
observed, is an interest in the formation of a marketing cooperative among
Project beneficiaries in one area. This is to market the coffee as higher
quality and asking a premium price. Quality premiums are currently not
paid in Honduras, whereas they are in some other countries. In the example
observed (1 Paraiso and Copan), the promoter of this activity was the
manager of the Project nursery who is also the President of the Junta Local
(AHPROCAFE). He had not received much assistance from either IHCAFE or
.FEHCOCAL .

Because of the financial problems many coffee cooperatives have had,
it is not advisable to adopt an overall policy regarding membership, but

rather allow and encourage promotion in areas with strong cooperatives,
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The Credit Aduisor is studying the possible entry of 8 of the 28 FECOCAL
cooperatives. into the Project and working through their Juntas Locales
(local committees) to establish new nurseries. The new plants produced in
the nurseries would then be distributed to the cooperative members and

credit extended where needed.

RECOMMENDATIONS :

--Extension agents need more support in the analysis of soils and
fertilization. Each region will have a different soil map so the same
fertilization cannot be recommended country wide.

~--Better soil conservation activities need to be .incorporated {ntd the
progr;m. The‘ observed use of soil conservation varied from an excellent
model of stone retaining walls and terraces, with production of 5 qq./mz.
in the first year, to a manzana planted on a 35S degree slope with contour
planting but nc terracing and a high degree of erosion and poor plant
development. Given the strong demonstration effects of this Project, good
soil conservation should be a priority.

--Als technification progresses, rust is being controlled on the tech-
nified area, but.it.is often not being controlled on the ﬁon—techn?fied
parcel, These old areas can serve as a breeding ground for the disease,
. and should be either sprayed or eliminated as the disease appears on them.

=—Generally, there is poor coordination between research and exten-
sion. ‘This need; to be'strengthened to assure the long run optimality of
the technical recommendations. Its especially important that the
.researchers heip identify technical problems that arise in the nurseries

‘and on farmers field. This.capability has not yet been developed.

(

.
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P10/T PROJECT IMPLEMENTATION Honduras
ORDER/TECHNYCAL
SEAVICES X Original

Small Fairwer Coflee Izprovement
522-0176

ATTACEMENT A

STATEMENT OF WORK

Background

Coffee rust 15 a fungus which causes prcmature defoliation, loss of yield
and eventual death of the coffee plant. Untreated, rust 1s expected to cause
a loss of productioa of about 15% within two years of its appearance and up to
50% within five to ci:z yzars. Coffee rust has spread worldwide frcm Sri Lanka
where it virtunally eliainzated coffce production in the 19th century. It
appcared in Nicaragua in 1376 and in E1 Salvador aand Honduras in 1979.

The purpoSe of this preject is to mitigate the impact of coffee rust
disease on sm2ll coffee procducers in Honduras by ass*st*ng 2s many of them as
possible to increase their yield so as to be able to afford rust conctrol
ncaswres, thereby allowing thec to maintain and in some ccsks to increase
their level of real income., The purpose will be achieved by streng:zhening tie
capacity of the londuran Cofiee Institvrte (IHCAFE) to dz2velop aad deliver
needed services to the szall coffee fzarmers and by the estab;ishuenc of a
credit fund to be managed hWy BANADESA and privare banke, "It #as expacted thet
the project would reach zpproxiwmately 3,000 small coffee producers in five
years, 2nd that it shouid shoulcd geuverate considerable rpread effects as it
iniroduces improvec tcchrnology. Expenditures to date nuw exceed $2.£ million,

Article I. Title

First formative evzlustlon of the Project Small Farmer Coffee Improvement.

Article JI. Objectives

1. To evaluate the capacity daveloped so far by INCAFE to coordinate
project activities acd to provide improved cxtension services Lo Small

ccffee f{armers.

2. Yo evaluate the e(ficiency developed by the irvolved hanking
institutions to pravice credit to the project®s target group.

Results of this evaluazicon will be used to improva current project
management Srrangceoents. )

\D
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P10/T PROJECT IMPLEMENTATION Honduras
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Article 1II. Statement of Work

A. Methodology

Contractors should contact Samuel Tenorio, BANADESA, and Roger Mar$n,
BANHCAFE, for credit experience under the project. Within IHCAFE, Roberto
Banegas, Project Coordinator will be the prizary contact. Contractors
should give major emphasis to field work im the Santa Barbara and Santa
Rosa de Copin areas which are areas of most intense activity under the
project. IHCAFE will coordinate field visits with these regional offices
to assure caximum exposure to activities and probleas. Field work should
approximate one half of total work days requested. 1In addition to visits
to IHCAFE regional offices, contractcrs should corntact maximwm nuzmbers cf -
participants possible, utilizing group meetings where applicable and if
pot possible, assure that visits to individuals are carried out. "IHCAFZ
will provide contractors with all quarterly reports ‘and quarterly reports
froz Servicios TScnicos del Caribe technicians working oa the Project. It
is anticipated that two people will be requi*ed for approximstely one

moath each.

B. Specific Terms of Reference

Status of Conditions Precedent and Covenints

1.1. To vhat extent the GOH has complied with the conditions precedent to
additional disbursements?

1.2. To vhaft extent the GOH has complied with the covenants stipulated in
the Project Agrecment, particularly the covenant on production

credic?

2. Overall Institutional Neveloupnment

2.1. How effective has been IMCAYE in implementing the project .given
- additional on-going activities. 1In this respect,

(a) has IHCAFE proven to be an effective institurion in coordinating
the credit and technical assistance delivery services to project
beneficiaries; and

4-)] has 1NIICATE's Accounting Department shown satisfactory capacity

to nanage project funds, to establish the accounting system
. needed to control the use of project funds, and to preocusze and
sell nceded agriculrurzl inputs to participaczing farmers?

10
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2.2. How effective has been the Central Eank in managing loan funds and
in making capital available to BANADESA, BANCAFE and Banco de
Occidente according to project needs?

2.3. What has been the effectiveness of short and long term foreign
technical assistance on:

(a) the creation and staffing of the credit agent -positions in
. support of the extension activities organized;

{b) the definition of the in-service training program for extension
agents;

(c) the inmplementation of the area profile activity; -

(d4) the development and implementation of media programs designed to
train coffee farmers in IHCAFE's technification models; and

(e) the inoplementation of credit activities for groups?

2.4. What support links have been developed between.regional institutions
(e.g., LICA and PRCMECAFE) and IHCAFE, and to what extent these
links have facilitated the implexmentztion of the project?

2.5. How effective has been IHCAFE in promocing the participacion of
additionsl banks in the project?

2.6. To what extent are.the Titling Project. and the Small Farmer Coffee
Iuprovement Project being coordinated, and what formal lirckages
should be established between both to maximize impact?

‘3. Extension Activities

3.1. Bas the Extensicn Department within IHCAFE been expanded as a result
of project activities? ' .

3.2. What is thé status of the in-service training program instiruted to
inmprove the capacity of IHCAFE extensicn agents to transfer
technology to coffee farmers? That is,

(a) What kinds of training activities have been organized?
(b)  What has been the quality of training received up to date?
(c) To what extent the content of courses, seminars, and workshops
+ organized is relevant to field activities planned for
extensionists?
A3.3. What izportance has IHCAFE given to the preparation of area

(a)

profiles? Are thuse profiles being prepared? 1If so,
to what extent data collected for such profiles is relevant and

accurate;
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(i:) what use do extension agents make of profiles, aad

(c)

3.&.

3.5.

3.6.

3. 7.

3.8.

(a)
(b)
(b)
(e)
(d)

K3
v

K

i4s inforsation collected being updated?

What project promotion activities are being organized, bew do
extension zgents participate in the organization of sachactivities,
and to what extent are they being effective in getting tzgzet
farmers involved ia the project?

Vhat selection criteria are bveing used to select project
bereficiaries, have extension agents participated in the dafinition
and application of such criteria, and how effective zre ey in
reaching the project's target group? 1In this respect, &= such
selection criteria useful in identifying and reaching s=IX coffee
producexs as anticipated bty the Project Paper?

What is the extent of project coverage at this time? "E:zr.type of
coffee farmers are presently participating in the projeer, and are
the more affected areas by coffee rust beirg se:riced?

What is the current extensionist/beneficiaries ratio? Is chis ratio
adequate to provide needed technical assistance?

To what extent'is,. the system of on—-farm supervisory visizs being
replaced by a system of farmer education? That is, hkas SC\FE
translated its technical models into technology transier zessages
that can be easily understcod by progect beneficiaries? Tn this
respect, .

is a gradual approach being used to get small coffee Zarmers
involved in the project and is this approach adegmar=g

is formal instruction being provided to groups of s==31 coffee
producers;

are extension agents establishing dermonstration lots in
cooperation with local producers;

are radio broadcasts and mobile training units beins zsed to
either train or reinforce training; and

vho is currently receiving individualized/intensive sssistance
and to what extcnt this type of assistance is beizg arflized as
a training follow-up mechanism?

3.9, What is the effect of the new training progrzm on the zecmification

of the farm?
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4, Credit Activities

6'1.

- 4.2,

4.3.

4.5.

4.6.

4.7.

VWhat arrangemants have been macda by IHCAFE to adequately organize
and staff its Credit Division? To what cxtent the project amendment
in this respect has proven to = an adequate decision? -

How effective have been BANADESY and BANCAFE 1z approving and
administeriag subloans to small coffee farmers and in providing thenm

with needed banking services? Im this respect, wvhat has been the
credit flovw to project beneficlaries so far? Are disbursement rates
anticipated for the initial yezxs of project implementation teing

. attained? .

What level of funding is now awilable for the cradit pregram,
including both Investment and moduction loans? TIs the GOH making
available stipulated counterpart for such program?

What role has baen played so fir by IKCAFE credit ageacs in the
developzent of credit plans for small cofrfee farmers, in assisting
them in loan canagewent, in distributing ioputs and in monitoring
loan repayments? Has the icvoivement or IHCAFEI credit agents in

such activities prcven to be eiective in project implementaticn?

To what extent the provisiom of lcans in kiod and in cash proven to
be an adaquate system for the zechnification of participating farms?
In this respect, has IHCAFE priven to be an cfficient institutiom in

providing small coffee farmers the needed co=zodity inmputs to
technify their fincas?

Are production loams in additim to investment loans being made
available to participating farers by BANADESA snd IHCAFE?

What are the project's financizl needs for the 1984-85 period? What
credit disbursement levels can be anticipated for such period given
current credit demand and implimentation capacity by participating

{astitvtions?
\e

5. Proiect Acceptability, Technological Adoption and Diffusion

. 5.1,

Bave target farmers accepted tie technificsticn program proposed by
IHCAFE technicians? 1In thls respect, to whal extent (a) the credic
terus dcsigned, (b) the type o assistance offcred, and (c¢) the
possibilicy of a sradual renowcion of dznmaged plantations have
enkanced project involvement?' .




P10/T

5.3.

S.&.

5.5.

5-6.

Appeadix 79

PROJECT IMPLEMENTATION Honduras PAGE 9 OF 12 PAGES
ORDER/TECHNICAL :
.SERVICES X Origiral

Small Farper (Coffee Improvement
522~0176

Has any previous interest in the project among beneficiaries been
affected by the current drop in world coffee prices?

Are (persistant) project participants adequately following
instructions provided by IHCAFE technicians? That is, are

participating faroers replacing old coffee varieties by new ones,
repopulating their plantations to optimum levels, and utilizing
fertilizers, pest control practices, advanced shadiang and pruning
techniques as expected? 1f not, why not and what modlflcaC1ons musSt

be introduced for technology :ransfer to occur?

Are project participants satisfied with the credit assistance (e.g.,
becth investrent and production credit) and technical assistance

being provided under cthe project? If not, what are their
complaints, and how can existlng problems be overzome?

To what extent has IHCAFE acquired the capacity z.d is involved in
promoting the advantages of processing and marketinz ccoperatives
through its technical assistance activities? Have farmers shown ary
receptivity to such promotion? 1If not, what modifications must be
introduced for the adopted cnoperative involvemant strategy to be

effective?

Article IV. Reports

The contractor(s) are expected to present a {inal evaluation report by
February 15, 1984, This report should follow the Project Evaluation Summary
(PES) format and it should have the following sections:

1.

2.

3.

5.

Recommendacions
Sumaary of Findings

2.1, Overall Iumplementation Capacity within IHCAFE and
involved banking inscitutions.

‘2.2, Accomplishments with respect to Extension Program

2.3. Accomplishments with respect to Credit Progranm
External Factors affecting project izplewentation
Status of Inputs

Sctatus of Outputs
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6. Status of Project's Purposeé
7. bescripcion of Project Beneficiaries to'Date
8. Lessons learned

Article V. Relationships and Recponsibilities

The contractor(s) will receive technical direction from Brian Rudert and
Jack Jordan from the Agriculture Office at USAID/Honduras.

Article VI. Term of Performance

Begioning on/about December 15, 1983 and ernding on/about February 15, 1984.
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PARTIAL LIST OF PRINPAL CONTACTS

INCAFE.:

Roberto Banegas
Gilberto Franco
Alfredo Gaitan

Jaime Villatoro
Rodol+$o Castejon
Manual Gutierrez
Prospero Diaz M.
Julio Gonzalez

Ruben GBuevara

Jose Alexis Matute
David Dizz 2elaya
Fco. Antonio Calero
Elpidic Zelara A.
Maximino Serrano
lgnacio Motino

Jorge Alberto Escobar
Miguel Angel Haradlaga
Daniel MNunez
Exlinsior Guinope
Bustave Edmundo Pareira
éngel Fco. Interiano
Marco Antonio Andrews
Guillermo Zaldivar L.
Aristides Equigurens
Antonic Bourdeth

SERVICIOS TECNICOS DEL CARIBE:

C. Frank Astacio
Carlos Rivas
" Santiago Vivaldi

Usain:

Ronald Nicholson
Cynthia Giusti
Orlando Hernandez
Peter Lara
Rolando Barahona
Steve Wingert
Brian Rudert

Jack Jordon

ID/1HCAFE Project Unit
[ ] 1 ]

#neral Mgr.

#puty, Gen, Mgr.

Xief, Planning

XNief, Extension Program
Xief, Agricultural Division
Taining and Publications
*&gional Chief, Comaragua
Eedit Agent, .

=t. Agent, .
Titerim Chief, Copan

=t. Agent,

Tedit, Interim Chief, El Paraiso
=t. Agent, EI Paralso

=t. Agent, Vi

:zt Agent, .

Zedit Agent, San Pedro de Syla
:xt Agent, Sta. Barbara

Gredit Agent, * *
Lredit Agent, Centrai
Et. Agent, *

Ea Fe Training Center .

Credit Advisor, IHCAFE

Comnunications Adviser, IHCAFE
Extension Advisor,

Deputy Director
Programming
Evaluation
Land Titling Program
Accounting
Agricul ture, Head

]

* y Credit
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PROMECAFE:

Jorge Hernan Echeverri Agronomist, Costa Rica
Gilberto Vegarano Technician, Honduras

BANCO DE OCCIDENTE:

Jorge Bueso Arias Gen. Mgr., Sta. Rosa de Copan
Reina Mendoza de Moreira Credit Official, Tegucigalpa

BANCO SOGERIN:

Edmond Bogran ' President, Gen. Mgr.

Sidney Panting Accounts Executive
BANHCAFE :

Mario Francisco |orres Crednt San Pedro de Sula

Ronaldo Nunez 8.
Manuel Maradiga
Salim Flores

Tegucngalpa

Antonio Irias . Trinidad

CENTRAL EANK:
Ranulfo Lizardo Credit Dept.

BANADESA:
Rosario Elena Cordova Head, Planning and Finance, TeQUC|galpa
Graciela Zelaya Financial Analysis
Reynerio Barahana Head, Credit Dept.
Humberto Arita ng., Sta. Rosa de Copan
Armando Ramirez Mgr., Comayagua
Rosario Aguilar de Salgado Credit, El Paranso
Fco. Ramon Figueroa Mgr.,
Hector Caceres Credito, Sta. Barbara
Raul G. Bueso ' Mgr., . *
Fausto R. Villecillo Mgr., Danti

" INA:
Jorge Lopez P, Sta. Barbara

Marco Tulio Castillo
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Saul Flores

PRODUCERS:
Ermilio Fuentes Copan
Max Garcia .
Marco Antonio Cantilla Copan

Daniel Dubon .

Bernardo Arita

Antulio Mejia

Pablo Roberto Chinchilla
Vivian Avila Comayagua
Antonio Avila . .
Salvador Mejia

Suazo Morillio

Andres de Jesus Diaz C. E1 Paraiso
Abraham Cruz Reyes .

s”

OTHERS:

Philip Bodman Overseas Dev. Admin., U.K.

Fernando Montes
Mario Contreras



COMPARISON OF 3BANADLS CREDIT EOW3 FROM IHCAFE AlDD OWN FUNDS
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Appendix 84

1982
Loans with
AIDIMCAFE Loans BANADESA AID/IHCAFE
1982-1983 Funds Funds as
(1) (2) Z of (2)
oncizm PRILCIPAL 1,611 29,228,500
COI-!AY;A.GUA 1,43,899 2,305,100 61.8
CHOLUTECA a2,722 8,621,500
EL PARAISO 34,812 1,644,400 14.9
DANLI 38,930 3,935,700 9.6
EL PROGRESO ¥6,621 2,033,700
JUTICALPA 71,549 5,192,300
CATACAMAS 2,443 1,920,600
MARCALA 33,289 1,857,800
LA ESPERANZA 72,564 1,698,800
OLANCHITO 56,913 1,272,600
SAN PEDRO SULA &5, 549 43,735,000
PUERTO CORTIES 17,618 1,351,100
SANTA BARBARA 9,075 1.272-,100 55.7
SANTA ROSA DE COPAN 1,346,942 5,327,200 29.9
YORO 43 ,918 1 ,iae, 900 36.0
MINAS DE ORO 88,205 587,200
SAN LUIS 85,452 400, 300
LA PAZ m,770 N.A.
TOTAL L 6,6%,884

Source: 3ANADESA, Planning and FinanceDept.; iemoria 1982,
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FOR EXTEINSIONISTS

Date

Topic Number of Participants
Mechodology 03/82 30
Spray eqdipment 03/82 30
Coifee culcure 08/82 15
Ru;n/broca 08/82 30
Spray equipment 10/82 12
Coffee culture 10/82 40
Farnm manageﬁent 11/82 29;
Farn mapagemeant 11/82 24
Farm manage;enc 04/83 30
Agricultural credit 0;783 3
Coffce culture (cisease control) 06/83 30
Methodology ' 11/83 | 27
Soil conservation 12/83 17
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COURSZS FOR 7RODUCZRS, 1983

Place

Dace

Appendix 84

Number cf
Producers

Coffee culture Roya-3roca
Coifee culture Roya—-Broca
Coifee culture Roya-3roca

Coffee culture Roya-Broca

‘Coffee culture Roya-3roca

Coffee technology and
farm administracion

Coffee culture Roya-3roca

Coffee culrture Roya-3roca
and farm adminiscration

Coffee culture Roya-Broca
and farm administcration

Coffee culture Roya-3roca
Coffee culture Rova-Broca

Coffea culcure ‘Roya-Broca

El Paraiso

Pinale jo, Sta. B&rbtara
Santa Rosa de Copin
Marcala, La Paz

Cozayagua

El Paraiso

Colipas, Sta. Barbara
Comayagua

Las Guanchias,

Zi Progreso

icro

Choluceca

Catacamas, Olancho

12-23 april
9-20 May
13-17 June

27 June=l July

11-15 July

12-19 July

25-19 July

25-30 July

01-08 August -
153~-19 August
November

December

24
23
32
31

32

30

35

27

N/a
N/A

N/A
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Loan lz. per Mz. in 3q/Mz. Credit
Age  Amt. Farm Coffee Lps./Mz.
¥odel T =~ A}) Rections
Ave. -39.3 4965 15.1 5.7 7.9 4043
S.D. 11.4 -0- 23.9 3.5 2.9 434
Regions
1. Sta. Barbara un=l4
' Ave, 38.3 5287 10.1 6.0 7.6 4464
S.D. ' 2.4 470
2. Copan . =9
Ave. 40.2 5838 10.1 2.8 7.9 4336
s.D. 4.9 254
3. Yoro n=9
Ave. 37.6 5193 " 28.7 8.0 6.8 4674
s.D. 1.5 -0~
4, €1 Paraiso n=9 . :
Ave. | 43.7 5023 38.8 9.2 8.3 4274
S.D. 3.9 702
5. Comayagua n'i3
Ave. 40,5 4816 11.8 5.9 8.1 4256
S.D. 2.1 582
6. La Paz n=10
Ave, 39.9 6309 10.6 4.0 9.9 4674 -
s.D. 3.0 -0 .
7. Olancho n=10
Ave. 40.2 4659 6.5 6.1 - 8.2 4312
S.D. 3.7 551
8. Cortés n=12
Ave. 40.6 5417 22.8 5.9 6.1 4329
s.D. 1.5 9%
Model 1II v
All regions n=14 '
Ave, 34,7 2906 6.0 4.2 8.4 1798
S.D. 2.5 477
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Best Available Documeans

Appeniix Tadle C-5
1983 LICAPE SAACLE DATA FR(xd FILES
(EXCLUDING REGIUN J)

Losn Mz, Total Hs, Groes Colflee Losn Cresa Groes ine./
Age Mt. Fin, ° He. Coflee Incoms gq./mz. Los./MHz, loc./Mz. Mz, Collee
: { - 4 R
Ave, TO181 27129 (Model 1) 0.6 3619 . 13 163 6.1 8)3Y ) $9) [T 108
s.0, i.e 211 -0- 2.9 3.d 3929 3.} 608 32 13
Reglon |} 3Sts. BArbasrs w-21
Ave. 44,4 5133 1.2 14,9 6.3 7153 8.3 o773
§.0, 13.0, 1886 -0- 1.6 3.8 -0~ 2.6 129
Regton 2 Copln as2? )
Ave. 38.6 5718 1.3 30.) 5.6 1135) 9.9 a27e
3.0, 8.9 2348
Regton & EI Parlse a-9
Ave, 42.7 5680 1.3 16.6 9.1 10997 9.3 41)9
£.0, 13.0 2610
Regicn 3 Comayagua a=)0
Ave, 39.7 3138 1.3 9.6 5.9 a2 8.2 a9
s.b. 10.2  }904
Reglon & La Paz (o-ly 2 cases)
Ave, 27.0 N 1.3 l\.o: 9.0 15,000 it.} (Y3}
Reglon 7 Olancho a=20
Ave, 40.3 568) 1.2 1.7 4.0 1296 1.2 47152
S§.D. 1.3 ({11}
Reglon & Cortés a=13 .
Ave, 37.4 A9 1.2 16,8 5.9 Ake2 6.2 (1§}
s.D0. 11.6 1498
Weglon 9 Central a4
Ave, 49.3 80% 2.0 13.% 3.4 6100 7.1 AOAD
Hodal 11
Ave. 28.6 239 1.3 1.5 3.1 (Y113 7.1 113

gg xtpuaddy
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Appendix Table C-6

ESTIMATED ACCUMULATED NUMBER, VALUE OF LOANS, AND PERCENT DISBURSED BY ZOMNE
DECEMBER 31, 1983

) Value of Value ~
Region Loans*® Loans Approved Distursed Disbursed

1. Sta. Birbara 320 1,367,292 1,043,118 .56
2. Sta. Rosa de Copan 287 1,608,961 1,071,641 _ .66
3. Yoro 129 799,355 479,954 .60
4, L1 Paraiso 144 707,834 518,560 .73
5. Comayagua 412 1,953,134 1,290,526 .66
6. Marcala, La Faz | 112 837,583 575,962 .68
7. Olancho | 304 1,624,774 1,013,388 .62
8. Cortés 198 1,004,865 604,119 .60
9. Regidn Central 33 262,824 134,821 ' .51

TOTAL ) 1839 10,666,625 6,735,169 .63
L Number of Investment Loans estimated for period Oct.-Dec. 1983 tised on

region average loan size since data not readily available. Values also
are estimates since exact figures for Cect. -Dec. 1983 are not yet
‘available.

Source: Astacio, Tercer Informe....and IHCAFE, Informe Trimestral....
Oct.-Dec. 1983.
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Appendix Table C-7

ACCUMULATED NUMBER AND VALUE OF NURSERY LCANS, BY 2ONE, TO DECIMBLR 31, 1583

Loans Amt, Approved Ant. Disbursed

(Lps.) (Lps.)

1. Sta. Barbara 60 | 561,190 426,945
2. Sta. Rosa d=z Coan 43 386,272 232,195
3. Yoro 44 435,792 234,313
4. [E1 Paraiso 30 161,149 117,762
5. Comayagua 26 394,034 311,286
6. Marcala, La Paz 22 - 341,650 217,453
7. Olancho 13 305,781 241,566
8., Cortés 23 287,148 . 153,222
9. Regién Central 7 78,336 45,972
TOTAL . 268 2,951,352 1,980,714

Source: Astacfo, Tercer Informe....and IHCAFE, Informe Trimestrai...
Oct.-Dec. 1983, B
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Appendix.Table C-8

ACCUMULATED COFfZL INVESTMENT (RCNOVATICON) LCANS 3Y MODEL AND ZONE THROUGH
DCCIMBLR 31, 1983

Value of Loans Approved

| Region , Model T Model II Total (Los)
1. Sta. Barbara 1,306,102 -0~ 1,306,102
2. Sta. Rosa de Copan 1,222,689 e 1,222,689
3. Yoro 363,563 -0- 363,563
4, El Paraiso 490,107 56,578 546,685
5. Comayagua 1,334,302 224,798 1,559,100
6. Marcala, La Paz 495,933 -0- 495,933
7.  Olancho 1,138,914 180,079 1,318,993
8. Cortés | 711,966 : 5,751 717,717
9. Regién Central 180,597 3,894 184;491

TOTAL 7,244,173 471,100 7,715,273

Source: Astacio, Tercer. Infcorme...and IECAFE, Informe Trimestral...
Oct.-Dec. 1983.



PROJECTED ESTIMATE OF SLELDLINGS AND CREDIT NELDS FOR 1984

Appendix Tadle C-9

Apzendix R

Total Manzanas

Credit Sesds

Region Plants I 11 I 11

1. Sta. Barbara 1.4 453 155 2,265,000 337,500
2. Sta. Rosa de Copan 1.0 300 111 1,500,000 237,500
3. Yoro 1.0 300 111 1,500,000 277,500
4, E1 Paraliso .8 240 88, 1,200,000 220,000
S. Comayagua 1.0 300 111 1,500,000 277,300
6. Marcala, La Paz 1.2 360 133 1,800,000 332,500
7. Olancho 1.0 300 111 1,500,000 277,%0
8, Cortés .8 240 38 1,200,0§‘)0 220,000
9. Regidn Central .6 173 - 67 865,000 167,500

TOTAL 8.8 2,666 975 13,330,000 2,437,500

Source: Astacio, Tercer

Irlfome. LN
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PARTIAL L1ST OF REFERENCES AND IZRIMS USED

ASTACID, Cristobal F., Primer Informe de Credils, Asesor, Unidad Ejecutora-
1HCAFE, 31 de agosto de 1982.

’ 'Segundo Informe Semestral del Prejscio de Prestamo (Credito),
Asesor, Unidad Ejecutora~IHCAFE, Marzo 1983.

y Tercer Informe Semestral del Prcrecto de Prestamo (Credito),
Asesor, Unidad Ejecutora-l1HCAFE, Octubre {983

s Reglamento General de Credito, Asesar, Usidad Ejecutora-1HCAFE,
Junio 1983,

cuevas, Carlos and Saida C.. Flores, "Level =d Stiucture of IHCAFE Costs
Associated with Coffee Loan Activities," Repart to USRiD/Honduras, Agricul-
“tural Finance Program, Department of Agriczlliral Economics and Rural
Sociology, The Ohio State University, January %4 (zaft).

1HCAFE, Informe Anual de Actividaces—--Ano 1992, Unidad Ejecutora, Enero
1983.

—, Informe de Avance No. 1, Unidad Ejecutora, Fesbre.0 1983,

, Informe de Avance No. 2, Unidad Ejecut=2, Assto 1983.

; Informe Semestral de Actividades, Unicad Sjextora, Octubre 1983.

y Informe Sobre l1a Actividad Financiera de Ta Froduccion de Viveros
del Proyecto AID/IHCAFE ‘Mejoramiento Pequeno Laficulinr’, 1933,

y Informe Trimestral de Labores, Unidad Eecutara, Octubre-Diciembre

1981,
y Informe Trimestral de Labores, Unidad Eecuiora, Julio-Setiembre
1982.
_ y Informe Trimestral de Labores, Unidad Elecut=a, Octubre-Diciembre
1982. N

y La Parcela Demostrativa como Metods de Extension, Division
Agricola, Octubre 1982.

POLLARD, Stephen, et al., "Coffee and Basic Srzinss A Review o0f Sectoral
Performances, Pricing and Marketing Margins @ad Rewant Policy Changes,*
Report to USAID/Honduras, Agricultural Finzaace Pregram, Department of
Agricultural Economics and Rural Socioclogy, T3e Chie State University,
Januvary 1984 (draft).
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