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?he KCdiAG project i s  composed of three interrelated components designed to  
complement each other. ?he feeder road component i s  the cornerstoxie or' the 
project as the roads w i l l  provide access to  markets for selling crops as well 
as purchasing inputs1. ?he storage compdient was designed to  provide seven 
warehouses to free farmers from the pressure of selling crops iimnediately 
af te r  hsrvest for low prices1. ?he credit component was designed to  provide 
production loans before planting and inventory. Components of the K O M G  
project i n  terms of budget emphasis are: rural feeder roads, 80 percent; 
commodity storage warehouses, 13 percent; agricultural &edit, 7 percent. 

The credit component, which is the subject of this evaluation, was initiated 
i n  February 1987 to assis t  the Agriculture Bank of Sudan (ABS) t o  implement a 
production and inventory credit component a t  three branches (El Cbeid, Talodi 
and Abu Gubeiha). Technical assistance has been provided since that  time by 
Technoserve (TNS)l. Village-based cooperatives are used as vehicles through 
which to channel the credit.  

n7is credit component evaluation is a re&arly scheduled mid-term evaluation. 
'Re purpose of this evaluation was to assess the impact of the credit progr.,n 
on E l  Obeid farmers and the viability, sustainability and institution building 
aspects of the project; . . 

The evaluation was carried out via meetings with officials from AES and 
associated institutions, 'INS, USAID, and with farmer groups and merchants in  
E l  Obeid. MGjor findings and recommendations are: 

'Ibe present approach toward delivery of credit through farmer cooperatives 
is valid should be continued; 
Apart from inflation the project i s  sustainable, i.e. it has the potential 
to  cover a l l  operating costs and provide a reserve for bad debts; 
'Ihere are strong ABS institution building elements in  the projects; 
The utilization of inventory credit which was t o  have been the major type 
of credit extended to  farmers was less than expected; 
An effective inventory loan program should be adapted to  the needs of 
traditional farmers and be implemented for the 1989-90 season; 
Effort by 7NS and ABS should be concentrated in  the E l  Obeid area and ABS 
headquarters in Khartoum ; 
Wry - effort should be made to  pmdde new technologies to participating - 
farmers '. 
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Khartoum,Sudan. I November 22, I989 1 Kordofan Rainfed Agriculture Project 
(KORAG) 

BACKGROUND: 'Ihe KORAG Credit  Canponent, a s  one of three components of the 
KORAG Project ,  was i n i t i a t e d  i n  February 1987 t o  a s s i s t  the Agriculture Bank 
of Sudan (ABS) i n  the  implementation of a production and inventory c r e d i t  
component a t  three ABS branches in  the Kordofan Region. ?he Kordofan Region 
is one oE Sudan's key rainfed agr icu l ture  production a reas  and was heavily 
effected by drought i n  1984. The project  purpose is  "to complete an 
agr icul  turd  marketing and transport  ne t w r k  by improving f arm-to-market 
transport ,  increasing farmers p r o f i t  margins on current  production l eve l s ,  and 
a l l ev i a t ing  farmers's seasonal cash cons t ra in t s  t ha t  l i m i t  marketing 
opt ions". The three in te r re la ted  components of feeder roads, ag r i cu l tu ra l  
co rmdi ty  wrehouses and ag r i cu l tu ra l  c r e d i t  =re designed t o  complement each 
other.  The roads would provide access t o  markets f o r  s e l l i ng  crops a s  well a s  
purchasing inputs. The wrehouses *re t o  provide s torage f o r  the farmers and 
thus f r ee  them f r an  the pressure of s e l l i n g  crops t o  merchants immediately 
aEter harvest  for  a low pr ice .  The .credi  t component was designed t o  provide 
production loans before plant ing and inventory loans aEter harvest. 
Production loans provide farmers an a l t e rna t ive  t o  informal c r e d i t  
arrangements tha t  require them t o  pledge t h e i r  crops well before harvest. 
Without a pre-comnihnent on crop sa les ,  farmers wil l  be ab le  t o  take advantage 
of seasonal p r ice  f luctuat ions .  Combining c r e d i t  with storage f a c i l i t i e s  
enhances the v i a b i l i t y  of small farmer lending s ince  s tored crops cons t i t u t e  
repayment of production loans while providing c o l l a t e r a l  on inventory loans.  
The major ant ic ipated outputs of the pro jec t  are: 
1) Established ru ra l  road construction program. 
2) Approximately 160 Km. of rehabi l i t a ted  r u r a l  roads. 
3) Improved regional contract ing capabil i ty  f o r  basic  c i v i l  works.  
4 )  National plan for  financing road maintenance irnplanented during LOP. 
5 )  Operational ABS storage f a c i l i t i e s  a t  El Obeid. 
6) Revolving ABS c r e d i t  fund fo r  production and inventory loans i n  the  

Kordof an Reg ion. 
7) ABS es tab l i shes  plans  to expand c r e d i t  operations in  Kordofan Region. 
8) Decreased t ransporta t ion cos t s  r a i s e  farm-gate pr ices .  
USAID' s contribution has consisted of technical  ass is tance,  short-term 
training,  c r ed i t ,  comnodities and vehicles. The technical  ass is tance tern for  
the c r e d i t  component is provided by Technoserve. The team is composed of a 
COP Rural Credit Spec ia l i s t  and a Cooperative Advisor, stat ioned i n  E l  Obeid. 
A t  the time of t h i s  evaluation,  both advisors had been on ass igment  f o r  2.3 
years. 
The project  is being implemented under the ABS branch f a c i l i t y  i n  El  Obeid, 
the  Director of which has overa l l  respons ib i l i ty  f o r  the  p ro j ec t ' s  
implemeirtation. To i n i t i a l l y  assess  the impacts of the c r e d i t  canponent a 
base-line study was car r ied  out i n  February 1987 by Technoserve and the ABS. 
I t  included a review of the  farming systems cooperative organization and 
management, and f inancial  ana lys i s  of ABS pol icy s tud ie s  and pract ices .  Based 
on the findings of t h i s  assessment a 27 month implementation plan with 18 
d i f f e r e n t  a c t i v i t i e s  was established a s  the bas i s  f o r  p ro jec t  operations and 
goals. A s  the  basel ine study was delayed f r an  the  o r ig ina l .  1986 schedule due 
to secur i ty  problems the acceptance of the implementation plans and ac tua l  
implementation of a c t i v i t i e s  did not take place u n t i l  June and December 1987, 
respectively. 
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PURPOSE OF EVALITATION AND MEMODOUIGL': The evaluation w a s  a regularly 
scheduled mid-term evaluation t o  determine ,if the concept of providing 
seasonal credit  to  fanners i n  rainfed agriculture areas i n  Sudan i s  a 
potentially viable proposition o r  whether the inherent r isks  in  t h i s  type of 
agriculture are such that  the program is unsustainable over the  medtum t o  long 
term. Tf the present approach was found t o  be non-viable the evaluation team 
was to recomnend changes t o  make i t  viable o r  i n  the  al ternative to  recaunend 
termination of the project component.'ke evaluation also sough to  assess the 
impact of the project 's credit  cmpnen t  on the E l  &id branch of the ABS, 
and a t  the ABS headquarters i n  Khartoum. 

A team of three special ists  was recruited by Devres, Inc. under an indif in i te  
quantity contract with USAID. The special t ies represented e re :  

a) Survey Research Specialist , 
b) Tnstitutional Analyst Specialist and 
c) Evaluation Research Specialist. 

The team m e t  with of f ic ia l s  from USAID, ABS, various Lnternational donors and 
local organizations. Information regarding the economy as well as specifics 
on the Kordofan Region were collected. The team vis i ted ABS employees, TNS 
personnel, MOA research and extension personnel, cooperatiw department 
employees, fanner cooperative members, and the ABS board of directors a t  El 
Obeid. S ta t i s t i cs  were collected i n  El Obeid and surrounding towns/villages . 
A fanner survey was undertaken ss a followup to  the baseline survey conducted 
prior to  the implementation of the credi t  component, fo r  the purpose of 
providing information on the effect  of the project on the borrowing farmers. 

P- OF ACTIVITY EVALUATED: ?he purpose of the KORAG credi t  component i s  t o  
h r e a s e  tanners' prot i t  margin on current production levels and a l levia te  
farmers ' seasonal cash constraints that  l imit  marketing options, through the 
provision of production loans before planting and inventory loans a f t e r  
harvest. 

FINDIGS AND CONCLIJSION: ' he  project was approved during a period of moderate 
inflat ion compared7lE the current 200 percent annual rate. n u s  a m j o r  
concern of this evaluation was the issue of the viab i l i ty  of the lending 
progrm for  seasonal credit  'm the rainfed area of Sudan. The high rate of 
inflation a lso  affects the v iab i l i ty  of the lending ins t i tu t ion (ABS), the 
farmer cooperatives and the health of the en t i re  Sudanese economy. 

However, apart f r o m  the current high inflat ion ra tes ,  the project is viable 
and st:stainable. The evaluation survey revealed that since the drought, 
cooperative bor roers  haw substantially increased their livestock holdings. 
?his signals a return to  increased Incane d iwrs i f ica t ion  which enhances the 
viabi l i ty  of the traditional f a m r  . firther evidence of viab i l i ty  is the 
abi l i ty  to  repay loans. Out of the 40 cooperative bo r roe r s  interviewed, only 
eight have overdue loans. Credit volume provided through the current approach 
is sufficient  to  service demand through 1990. As a resu l t  of this evidence 
plus the fac t  that  the ABS has the potential t o  cover a l l  operating costs and 
provLde a reserve for bad debts, the Evaluation Team believes that  v k b i l i t y  
does exis t  for rainfed agriculture i n  the Kordofan Region. 



I PRINCIPAL RECOMGNMTIONS : 

?he Evaluation Team a l so  found strong h s t i t u t i o n a l  bujlding elements i n  the 
project that were showing positive resul t s ;  ?he ABS is readi ly embracing . , 
changes tha t  w i l l  make it more e f f i c i e n t  and responsivel. 7bse changes 
include a budget analysis un i t  created i n  the Khartom Headquarters, 
a p p ~ i n ~ e n t s  ,of  Agriculture Loan Officers (Am) and p r o f i t  center  and cost  
accountingl. Ektensive on the job t raining has taken place, a s  well a s  i n  
courses, seminars in El Obeid and Khartoum, and overseas:. 

PROJECT PAPER VERSUS ACTNU., PERFORMANCE: The implenentation plan developed 
rollowing the Bakeline Survey shi f ted  the balance from cooperatives t o  ABS 
strengthening. This s h i f t  allowed the savings program t o  be refocused t o  
compensate for  the 200% annual rate o f  inflationl. Savers a re  now being 
counseled t o  save only modest amounts of surplus funds f o r  shor t  periods a s  
keeping funds i n  cash during such in f l a t iona~ j r  periods is the worst possible 
investment for  a saver. 

Roth low production ra tes  and high harvest msts were found to be the main 
reasons why farmers did not par t ic ipa te  i n  the inventory loan program1. This - 
confirmed the baseline study findings t h a t  t radi t ional  farmers may produce too 
l i t t le  t o  qualify for  both production and inventory (storage) loans'. 

1. TNS and ABS should continue t o  maintain the present approach toward 
delivery of c red i t  through cooperatives 1. 

2. During the remaining l i f e  of the project,  e f f o r t s  by TNS and AES should be 
concentrated i n  El Cheid and Headquarters i n  Khartoum t o  maximize the 
improvements already taking place. 

- 
3. ABS Ihn Rwabah has many s imi la r i t i e s  w i t h  E l  Obeid and should be 
strengthened through outreach e f f o r t s  by exist ing TNS personnel from E l  %eldi. 

4. USAID, TNS and ABS should make every e f f o r t  possible t o  provide new 
technologies t o  farmers.. The local  currency budget should be expanded t o  
assist the Extension Service, Seed Propagation and WSARP. 

5. A thorough review of how the inventory loan program can be adapted to the  
needs of  t radi t ional  farmers and then implemented i n  September, 1989 needs t o  
be undertaken by I N S  and ABS. 

I LESSOIS LEARNED 

1. Cooperatives can be used as a vehicle to deliver t radi t ional  farmer c red i t  
t o  individuals whom financial  ins t i tu t ions  would not otherwise reach due t o  
high transaction costs  :. 

2. Baseline studies properly undertaken t o  help design and t a i l o r  ro e c t  

IE 29 s c i f i c  implementation plans can give projects a grea ter  chance o a ieving 
t ir intende6 impacts. They a l so  help to make measurement of  progress or 
lack of progress eas ie r  to accomplish'. 

3,. Inf la t ion  is  a major constraint f o r  rural c red i t  projects :. When 
encountered, a decision needs to  be taken regarding the merits of the 
long-term ins t i tu t ion  building aspects of the project ,  ra ther  than focusing. 
only on inflationl. 

1 
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1. Evaluation of the credi t  component, Kordofan Rainfed Agriculture Project, 
June 24, 1989. ? 

2. Wtailed plan and schedule for closing KORAG credit  by k c .  31, 1990, of 
Oct. 1989. 

C O M M E N T S  

L. Cornmonrs Bv Mlsslon. AlDlW Ofllco m d  BorroworlOrentoe On Full R o ~ o r t  

n7e Mission concurs with the.  findings and recommendations of this evaluation. 
'Ihe evaluation team did a &ry.leatis£ac t o ~ y  job of evaluating the credit  , 
situation In the rainfed areas of Kordofan, and i n  relat ion t o  the overall 
current econanic set t ing i n  the Sudan. The farmer survey, carried out i n  the 
field by the team, was a re l iable  and timely ptece of analysis and has served 
t o  further redefine project act iv i t ies .  

In  reference t o  the "principal recommendations anrl lessons learned" identified 
by the evaluation team, the Mission and the TA contractor note that a review 
and redefinition of the inventory loan program was i n  the f ina l  stage at the 
t ime  of the evaluation. Thus rather than c i t e  the ongoing modification t o  the 
inventory loan program as a "principal recommendation it would htwe been more 
appropriate t o  c i t e  this act ivi ty  as a "lesson learnedt'. 

The Mission also notes that  s e c u r ~ t y  matters, especially i n  Soutlern Kordofan, 
have, and continue t o  be, a factor hich  has -influenced changes i n  the 
location of proposed farmer cooperative ac t iv i t i es  and expanded ABS branch 
office ac t iv i t i es .  

NOTE: In 1989 the average inflat ion rate fo r  Sudan was 100 percent; 200 
percent inflat ion is ci ted i n  the evaluation. ?he difference i n  inflat ion 
rates does not materially affect  the evaluation. 

I 
- - -  
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