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‘t1.. EVALUATION ABSTRACT (do not sxceed ths space provided)
'ﬁE.Perectisinterxiedtoraiseixmsafamllfarmersﬂmghtlesalequr-t:raditiaxal) high valued
mnmdiﬁesmdwamtemplqnmtqparuxﬁdmﬂmghﬂeesmmishmtmecpansimdmhg
facilities, I?nlomrbasedcreditlimcfmjectisbeixginplmermedbyﬂnmnkcfen ¢ in
conjunction with the private banking sector, and the Agricultaral Development Bank (3ANDESA). The Guild of
Non-traditional Exparters is implementing a grant to develop markets for raw and processed agricultiral
prodxts, and QWSA is executirg a cocperative development grant. This mid-term evaluation (3/85-11/87) was
wdnéedbyaﬂreepersmmanfmnktthmgmtmbasjsofareﬁew&mjmtdruramaﬁm,
interviews with Project persamel, and field trips to cocperatives, loan recipients and the Guild's
affiliate office. ﬁEpnposevastoevaJmheﬂepafommneafﬂeProjectdni:Qﬂeabmetinafrmm
oxdertoiderrtifyi&mesmdomsu‘ai:mstobeadiresseddzﬁg the remining Project lifetime, as well as
madimﬁﬂekojwt'smmmumwamtsmﬁecamﬂcremtiwdmdentmlamﬂwytm
R'oject'sﬂmediateeoaunicinpactmtaxget beneficiaries. The major findirgs and canclusions ares

* ﬂﬁshnjectms}ndlindtedsmcesstodate,hn:pmspectsfurinpmmm,&q:eciallykd.thr&spect'to
increased loan disbursements, are good.

* Mﬂpwtofﬂekojmtrgudimhsdbﬂaaﬁmﬁmdﬂmvedagr&&mssaeditmlysismﬂ
loan appraisal capabilities las been minimal.

* Mﬁl.einstimtiauldevelqnmtaftmaﬁldisproceedi:gwe.ll,itisdifficulttoneasm'ethabenefits
acczui:gtorecipiartsmﬁertlnGui.ldandCﬂIS&grantsdntoalackofatbq:atehaseh‘.nedam. Under
tlecreditl.ine,485maﬂfamem?a»einprmedmrled:gax&s,wtﬁlemn&erh9hwinpmvedﬂnir
rodrtivity wnder a simgle loan. A total of 317 new jobs lave been created. )

* Anurbaofcmadmﬁllmtheamemeqmtﬂairpro&ctswiﬂnmadiiﬁaaltmhﬁml
assistance beyond that now planned. Additionally, it is doubtful that smll farmer cocperatives could
manage the CEOMERCA facility.

* Relatively straxg interrelationships have developed amorg the loan and grant activities.

The evaluatars poted the followingy "lessms learned"s

*'Intlnd&signoft}ﬁstypequroject,praamticlendﬂgcriteriasfnﬂdbedeVEJ@ed/basedmrealistjc
expectatians. R ot T

* Inorchrtoasistsrallandnedimr—éize’dentmqrerm,aguarantyfmdarmstfmds}mldhe
established.

* &aﬂﬁmmmﬂs&ﬁmsimldhe%mmlrmdsdmipia&smﬂewlmtedp&dﬁicﬂly.

* (Ieditl.inessfmldhaveszﬁficiartfinamialarotl*arimrtivastoenahletlmnto"carpebe"withoﬂnrs
inthesameim;timtim,aslm;asmr}etfcmesarefollmed.
mwamatebaseljmameyisinpmtamhor@rtoneaame;mgr&ssafbaeficiaﬁes.
Meﬁneisn%dtlnnisgemﬂyreagﬁzedmanblecocperadmma@mt,mﬂseml
“intermediate" stgges may be necessary. .

* Thelackofanadeq.ntecreditnec}mﬁsnmay;meventgrwthafcocperativeetotlepointw}eret}eycan
becane efficient econamic units. Also,ifcocpezat;ivesm»eedsti:g debt urdens, these should be
restructires priar to embarkingy upon new ventures.

L EVALUATION COSTS

1. Eveluation Team

Name Affiliation Contract Number DR Contract Cost QR Source of
TDY Parson Days TDY Cost (USS) Funcs
Kenneth Laurent Arthur Young 25 days $43,754 Project Grant
G()rdon B 11} (1] " [1]
* Stephen Lack " " "o
2. Mission/Office Professional 3. Borrower/Grantee Professional
Siaff Person-Days (esumate) 10 St Person-Days (sstimate) 12
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A.1.D. EVALUATION SUMNARY parT s

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try not to exceed the 3 pages provided)
Addtess the tollowing Hemas: _ .

* Purpose of activity(ies) evaluated * Principal recommendations
* Purpose of evaluation and hethodology used * Lessons leamed
* Findings and conclusions (relate to questions)

Mission or Office: Guatemala Date this summary prepared:
Mid-Term Evaluation, Agribusiness Development Prcject,

December 12, 1987
1. Purpose of Activity or Activities Evaluated: The Project is attempting to raise rural
incanes of small famers through improved opportunities for the sale of non—-traditional,
high-valued products, either through fresh or processed channels. Additionally, increased
employment opportunities are to be created through the establishmnent or expansion of
processing facilities. The Project is expected to have an impact upon the macroeconanic
situation through increased value added and creation of foreign exchange through exports.

Title and Date of Full Evaluation Repont:

2. Purpose of the Evaluation and Methodology Used: The objective of the evaluation was to
evaluate the perfomance of the Project during the period March 31, 1985 - October 31,
1987, in order to identify issues and constraints to be addressed during the remaining
life of the Project, and to identify and analyze alternative uses for approximately $2.6
million of Project credit resources availzble for reprogramming.l, Additionally, the
evaluation was to address the Project's contribution to exports and econamic reactivation
of Guatemala and quantify the Project's immediate impact on the target beneficiaries.

A three person evaluation team frcm Arthur Young conducted the evaluation during the
period November 16 - december 12, 1987.

Meetings were held with USAID and GOG officials, as well as representatives of private
banks, financieras, businessmen, cooperative managers and members, officers of the Guild
of Non-traditional Exporters and others knowledgeable about the Project. Visits also were
made to the ten cooperatives involved in the cooperative strengthening activity. The
evaluation team also reviewed four other USAID/ Guatemala projects that related to the
Project.

3. Findings and Conclusions: The majqr findings of the evaluation are related to the SOW
for the evaluation tean, as discussed belows:

a. Project goal and purpose: Assess adherence to and canpatibility with Project Paper
objectives. Quantify and qualify status of stated measurements and end-of-Project
indicators.

The ProjecL purpose is to increase rural family incames through improved production,
storage, processing, marketing and employment opportunities for high-value crops. The
sub-goal is to expand and diversify Guatemala's export of non-traditional agricultural
products. The Project purpose is to provide small famers with profitable outlets for
their fruit and vegetable production through new or expanded agribusiness in rural areas.
The Logical Framework for the Project is attached as Annex I.

-

1/ Prior to the beginning of the evaluation, the Mission decided not to reprogram these
resources. Consequent.ly, this issue was not addressed.
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Gbntinﬁation of A.I.D. Evaluation Summary, Part II

Findings and Conclusions: Project implementation, especially with respect-to the

$9.5 million credit line, has been slow to date. As of December 8, 1987, the amount

received by sub~borrowers was appraximately $1.4 million, although this was not fully
reflected as expenditures an USAID's records, An additional $2.5 million is expected to
be disbursed by March 31, 1988, as a result of previous negotiations resulting in
liberalized lending criteria. Only a small portion of the Project grant to the BOG of
$645,000 has been utilized to date, Consequently, with respect to EOPS, results to date
have not been completely satisfactary. However, ;t should be noted that canditions
precedent for the BANDESA portion of the credit line ($1.5 miliion) were only met on
December 2, 1986. Furthermore, with respect to the Bank of Guatemala portion ($8.0
million), the assumption that U.S. dollars would continue to be scarce was later
invalidated by rapidly improved macroeconcmic conditions, availability of agribusiness
credit fram other donors and improved liquidity. BOPS neasurements are shown in Annex
II. As can be seen, the impact in terms of institutionalizing improved agribusiness

been negligible.

With respect to the two major grants, cne to the Guild of Non-traditional exporters
($1.022 million), the other to the National Cooperative Business Association (formerly
the Coocperative League of the USA, or CLUSA $1.333 million), progress has been good.

The Guild has steadily grown in membership, the majority of its members (55-60%) being
involved in agribusiness, and has strengthened its administrative ability through funds
provided by *he Project. The Guild also has established an affiliate in Quetzaltenango,
the second largest city in Guatemala, and an important eenter of production and cammerce
far the Western Highlands. The Guild has been active in the promotion of
non-traditional agricultural products through participation in business trade shows and
fairs, market information and training activities and has been actively involved in

policy dialogue with the GOG.

The evaluation team found that the Guild hAad not established reliable baseline data
for its members. As a result, it is difficult to measure the incremental progress in
terms of value of production, employment, etc. The evaluation also found that the
Guild's reporting has been unsatisfactory regarding goals established in the Project
Paper. Additional findings were that: 1)the Guild was providing counterpart funds and
in-kind contributions in a timely way (75% of Project goal at the halfway point of the
Project); and 2) that there were direct, positive support effects to the Guild fram the
presence of the CLUSA team and the Loan Promotor. It was concluded that there is a high
level of Guild activity which @ppears to be meeting the goals outlined in the Project
Implementation Plan, but that the Plan is anly loosely related to achievement of Project
purpose. Annex III shows the status of each major Guild component as related to the LOP
goal, per the Grant Agreement.

With respect to the cooperative development activity, it was noted thac the CLUsA
team is warking primarily with three Cooperatives and providing canmplementary assistance
to seven others.

The evaluation team commended the CLUSA team members for developing strong
interrelationships with the Guild and » which further integrated the activitiex
of the Project. It also noted that adequate baseline infarmation on the cooperatives
had not been developed. Furthermore, in the opinion of the evaluation team, the

development of most of tne cooperatives to the point of being able to export their
products would take a considerably longer time than the CLUSA contract provided for (The

CLUSA contract is due to expire in October 1988) and would require continuous technical
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_Centintation of A.I.D. Evaluation Summary, Part II

b.  Project components: Evaluate the level of achievements, problems encountered,
and existing issues to date in each of the four camponents. '

Findings and Conclusionss Incorporated in a,’ above.

C.  Project management: Review all aspects of Project management, including
USAID/Contractor/Grantee interfacing, procedures for identifying and resolving issues and
decision making processes, Camment on the efficacy of the shared project management
between ORD and PSpo, .

were too restrictive. There was no cament on the interfacing between USAID and the CLUSA
team.

The evaluation team was critical of the Bank of Guatemala's administration of the $8.0
million credit line. It cammented that, even after AID and the BOG had come to an
agreement that the Bank would judge only the eligibility of the sub~projects, the latter
continued to review the feasibility of such. fThis has caused considerable delays in
obtaining final approval of sub-projects. With respect to the $1.5 million credit line
adiiinisteced Dy KANDESA, the team was of the opinion that the spread was too small to
cammand the Bank's attention, relative to other sources of funds with larger spreads. It
also noted that a disadvantage of the AID credit line was that it was not administered as
a trust fund, which meant that the cumbersame guarantee provisions of the Guatemalan
Banking Law applied, making disbursement to cooperatives and groups difficult. Finally,
BANDESA continues to have a lack of qualified loan promotors and extensionists on itg
pPayroll, amd its staff is still heavily centralized in Guatemala City.

-+ The Guild has grown to 34 staff personnel, 20 of which are financed by the Project.
Management of the grant was judged to be generally adequate, and Guild's comnitment to the
Project was strong, including counterpart contributions, while baseline inforimation and
reporting systems were considered weak. Also, the Guild's frugality in not using grant
funds, e.g. in not filling a key staff position, was questioned.

With respect to the administration of the cooperative agreement by CLUSA, the team
found that CLUSA was doing an effective job of planning, but had failed to develop
adequate baseline studies of the participating cooperatives.

d. Institutional coordination mechanisms: Analyze the basis for
institutionalization of methods ard procedures for analyzing and processing credit, and
credit discount mechanisms. Review the use of microcamputer systems in credit analysis.
Camment on yearly blanning, budget coordination at national, regional ami local levels.

N



Continuation of A.I.D. Evaluation Summary, Part II

Findings and Conclusions: To date, the training of both private and public sector
Guatemalan banking officials has been limited, and institutionalization has not occurred
to any degree. Approximately 50 persons fram both sectors hawve been trained in credit
analysis, but training was of limited effectiveness. There was no indication of any
microcamputer training provided. Two advisors, one for the BOG and one for BANDESA have
not been hired. In effect, a partial substitution for both advisors was provided by the
hiring of a local loan promotor by USAID and the assigmment of a former USAID Guatemalan
employee for a period of time as General Manager of BANDESA.

e. Institutional building concepts and precepts: Assess the attainability of the
goals for institutional development and suggestions for changes; success of
entrepreneurial development and training activities; status of enterprise management;
effectiveness of technical assistance provided to the Bank of Guatemala; success of the
cooperative improvement activity, particularly the salary support program and the ability
of cooperatives to assume increased management costs; and status of market information and
export/investment activities.

At this point, the possibility of attainment of institutional building objectives
within the public and private banking sector is limited. Increased emphasis will be
needed to utilize effectively the remaining grant funds for relevant training activities
and appropriate technical assistance. With respect to the cooperative improvement

activity, it is doubtful that most of the cooperatives will be able to sustain the full
costs of management unless the timeframe is extended. The same should ke true of the

export/investment activities of the Guild, with more emphasis being needed on the
investment promotion side. The Mission's new Private Enterprise Development Project is

addressing the latter point.

f. Technical assistance and training: Evaluate the overall quality and types of
technical assistance financed under the Project. Identify new areas of technical
assistance that should be provided, if any. Assess contractor performance. Determine

training needs at all levels.

Findings and Conclusions: This has already been discussed to some extent in a, ¢ and
d, above. As previously noted, technical assistance to the BOG and BANDESA has not been
provided, although limited training in credit analysis has taken place. Technical
assistance also has been utilized only in a limited way by the Guild, although training is
an active element. The CLUSA team performance has been of good quality, although more
importance should be paid to training cooperatives in the areas of administration and

marketing.

g. Project's economic and socio—cultural impact: Assess export stimulation,
increased employment and income levels of producers participating in the Project and of
approved loan activities. Analyze feasibility studies completed with Project funds.

Findings and Conclusions: With respect to the BOG credit line, a total of 485 small
farmers now have improved marketing access due to new and expanded agribusinesses funded
under the Project. In the case of BANDESA, a total of 129 small farmers have improved
their productivity as a result of a single loan approved. New jobs, totalling 317, have
been created by the BOG credit line. Increased foreign exchange cannot be measured at
this time, due to a lengthy gestation period between loan approval and sales abroad.
However, all indicators are expected to improve as more projects are funded.

At this juncture, it is difficult to measure the progress attained by the Guild, due
to a lack ¢~ a baseline survey ot members ard deficient reporting. Similarly, the
cooperative development activity suffers fram the lack of a baseline study.

b



AC}mtihuation of A.I.D. Evaluation Summary, Part II

h. lessons learned: See 5, below.

i. Identify major thrusts and changes in Project design, if any, for the remainder
of the Project, particularly for reprogramming of the $2.6 million in decommitted Project
credit funds. Credit constraints, technical assistance, training programs and other major
areas should be menticned. As possible reprogramming possibilities for the $2.6 million
the team should consider the CECOMERCA proposal for a cooperative-run processing facility,
a credit line through BANDESA for small farmer marketing centers, and a credit line
through BANDESA for processing facilities for small farmer coffee production.

Findings and Conclusions: As previously mentioned, the issue of reprogramming of
funds was not addressed. The evaluation team recommended the extension of the PACD for
the Bank of Guatemala credit line component for one year, i.e. to March 21, 1991, in orcer
to allow credit funds to be utilized under the new lending criteria, but also recammended
that significant disbursements ($1.5 million) should be achieved by September 30, 1988, or
the remaining funds be subject to deobligation.

4. Principal Recamendations: The main recammendaticns of the evaluation, treated in the
attached memorandum are as follows:

a. Bank of Guatemala/BANDESA Credit Line:

1. The PACD be extended to March 21, 1991 with the goal of disbursing US$2.7
million per year fram the Loan Fund as of March 21, 1988.

2. Primary BOG Camponent management responsibility be given to the PSPO.

3. ORD develop and implement a socio—econamic impact review system to monitor
~ performance of the campcnent in terms of incremental incame benefits for the
rural poor. The system should determine if new loans represent additionality or

substitution so as to guide PSPO in promoting future loans.

4. A small credit guaranty fund be established with US$350,000 fram the Bank of
Guatemala Grant Fund.

5. Greater incentive be provided to the banks involved in the camponent, including
primarily an increase of two pe:rcentage points in the spread allowed to private
financieras and commercial banks.

6. Consideration be given to converting the BANDESA portion of the Loan Fund into a
fideicaniso (trust fund).

7. A Guatemalan agribusiness credit training program be designed to meet the real
needs of personnel from the Bank of Guatemala, BANDESA, the financisras and the

cammercial banks. Up to US$100,000 of the Bank of Guatemala Grant Fund should
be used for this purpose.

b. Guild of Non-Traditional Exporters:

1. The Guild shnuld attempt to obtain as much PROEXAG consulting time as possible.
This is particularly important far the computer information specialty.

2. The Guild should continue to receive same public sectcr funding beyond the LOP
to perform quasi-government functions.

A\



Continuation of A.I.D. Evaluation Summary, Part II

3.

Outside expertise should be brought in to facilitate develoment and

execution of realistic and focused export and investment pramotion strategies.

4. Relevant baseline infomation and a responsive reporting system should be
established and institutionalized.

5.

Guild staff should receive training in preparation of scopes of work amd basic
contractual procedures. They should be assisted to prepare and follow a less
restrictive contracting procedure than the one which is currently enforced.

Cooperative Canponent:

l.

That the Cooperative Strengthening Project be reorganized and a full-time
marketing specialist be added to the CLUSA team and placed in Quetzaltenango to
continue the assistance now being given to cooperatives and agricultural groups
under the Diversification Project (which ends December 1987), and that given to
La Encarnacién by the CLUSA team. The extension should be for at least three
years framn January 1, 1988.

That the CLUSA credit and finencial advisor located in Quetzaltenango be moved
to Guatemala City and assigned to work with cooperatives and with BANDESA on
loan applications and loan restructuring. He would continue as part of the
CLUSA Cooperative 3trengthening Project, but would interface with the PSPO in
his dealings with BANDESA.

That the marketing specialist working with Rincon Grande expand his activities
to include other cooperatives producing strawberries and to develop an
arrangement whereby strawberries will be frozen by local processors until such
time as other arrangements could be worked out. His assigment should be
extended two years beyond the October 1988 PACD. He would be available on an
"as needed" basis to other cooperatives with which CLUSA personnel have worked.

That the team leader ard cooperative management, organization and training
advisor continue to coordinate the activities of the team and to interface with
the Guild and other agencies dealing with the Agribusiness Development Project.
He should devole cansiderably more of his time on the training aspects of
cooperative develomment.

That USAID fund another feasibility study of the CECOMERCA facility at Patzicia,
incorporating updated infomation on estimated costs and returms, and
especially taking intc acoount the organizational and operational problems
enoountered in starting-up the new project.

That USAID encourage BANDESA to make a concerted and realistic effort to dispose
of the facility at Patzicia. This should entail public notices of its
availability and the financial mechanian (sale or lease) that may be utilized by
a potential user. USAID should not try to "rescue" the facility if little or
no real interest is shown by the private sec'or or by cooperatives that have
already demonstrated their ability to operate successfully.

That USAID change the temms cof its Agribusiness Develomment Loan Fund to pemmit
cooperatives Lo borrow in excess if US$100,000, especially for processing
facilities.



Continuation of A.I.D. Evaluation Summary, Fart II

8. That a baseline study be undertaken in the production areas around at least
three cooperatives that are involved in producing and marketing fruits and
vegetables.

9. That audits be carried out on target cooperatives.

5. Lessons Learned:

a.

Bank of Guatemala/BANDESA Camponent:

1. In the design of an agribusiness project, pragmatic lending criteria should be
developed, based on realistic expectations, taking into account the special
characteristics of recipients as well as lending institutions.

2. In order to assist potential asmall and mediun sized entrepreneurs, a guaranty
fund or other such mechanism should be established, preferably in advance of the
project. In the case of an institution like BANDESA, a trust fund arrangement
should be set up. ‘

3. Training courses and seminars should be based on real needs of recipients and
should be evaluated to detemine their effectiveness, as well as make
improvements.

4, Credit lines should have sufficient financial incentives included to enable the
line to "canpete" with others within the same institution, as long as market
forces are followed.

5. Future projects should better identify institutional constraints ard provide for
resolution of such.

Guild of Non-traditional Exporters:

1. An accurate baseline survey of membership enterprises should be established, and
a responsive reporting system developed which tracks progress.

2. USAID should provide adequate training in advance to enable grantees to cope
with U.S. Goverment regulations regarding the procurement of goods and services.

Cooperative Strengthening Camponent:

1. The time element needed to develop cooperatives to the point where they can
export, directly or indirectly, to the U.S. and other industrialized countries
may be longer than expected. In this regard, project design should take into
consideration that technical assistance may be needed for several years and
there may be several "intemediate" stages necessary. In the case of Guatemalan
cooperatives, sales to the local market may be the first step, followed by
regional sales, and finally by exports to industrialized countries.

2. The lack of an adequate credit mechaniam may prevent the growth of cooperatives
to the point where they can becane efficient econanic units. Additionally, if
cooperatives have existing heavy deb! loads fram previous loans, it is necessary
to reprogram such debts prior to embarking upon new ventures, such as export
market ing.

ey
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K. ATTACHMENTS (Ust attachmaents submitted whh this Evaluation Summary; stways attach copy of full
svaluation report, even Il one was submitied earller) .

EVALUATION REPORT

L COMMENTS BY MISSION, AID/W OFFICE AND BORROWER/GRANTEE

The evaluation essentially met the requirements of the Scope of Work. The evaluators made
an in-depth review of each Project camponent and sperd sufficient field time to fully

- understand the coamponents. Generally, the Mission, concurs in the findings and lessons
learned. However, in the case of the Patzicia Marketing Facility Proposal, the Mission
believes that the coamments contained in Appendix F do not realistic reflect the realities

of the situation. Therefore, the Mission does not concur in the canclusions and
recommendations. (pp. 7-9) contained in Appendix F to the evaluation.

oW




