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ACTIONS 
E. Action Decisions Approved BvMission or AID/W Offlc Llrector Name of Officer Re- Date Action 

Actlonlf,) Fequlred sporisible for Action to bE Complvted 

1. IHCAFE will provide an updated training plan through 
the PACD. The plan will include extension agents, 
paratechnicians, farmers and their families. Training
will emphasize financial management including but not 

John Jordan 
IHCAFE 

10/15/90 

limited to credit. 

2. The recommendation on 
the need to assume more and more 
 John Jordan 11/01/90

of the technical and credit 
supervision by participating IHCAFE
 
banks will be passed to private banks by IHCAFE.
 

3. An ongoing study of loans cancelled under the reserve 
 John Jordan 11/15/90

loan fund for uncollectables to 
help guide future credit IHCAFE
 
activities will be completed by IHCAFE.
 

4. An ongoing study 
analyzing technical recommendations 
 John Jordan 10/15/90

from an economic point of view will be completed 'by IHCAFE. 
 IHCAFE
 

5. IHCAFE will issue fertilizer recoxendations stemming' 
John Jorda-. 10/15/90

from the FHIA soil characterization studies. 
 IHCAFE
 

6. Revise crop diversification goals. 
 John Jordan 10/15/90
 
IHCAFE
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ABSTRACT
 

H 	 E a.luation Abstract (o not V..CeJ tJhspa8c pQviod) 

The project aims 
to mitigate the impact of coffee rust on small producers in Honduras
 
and-thus help them to increase yields and 
raise incomes. The Honduran Coffee Institute
 
(IHCAFE) is implementing the coffee rehabilitation project. The project has been
 
operating since 1982 and 
this is the final evaluation before the 1991 end-of-project.
 
The April 1990 evaluation's objectives were: 
to study the current capacity of IHCAFE to
 
coordinate project activities and to provide improved extension services 
to small
 
producers; to evaluate the efficiency developed by banking institutions in providing

credit; and to review data measuring the project's impact and 
to determine the validity

and adequacy of such data. 
 The two member team reviewed documents, interviewed
 
personnel at all levels, analyzed and summarized project data, and interviewed a random
 
sample of 276 project beneficiaries. The major findings and conclusions are:
 

* 	 This well-managed and coordinated project will meet most objectives by its May 1991 
Project Assistance Completion Date (PACD).


* 	 Coffee yields have increased from 6 to 25 quintals per manzana (1.7 acres) and 
coffee renovation has covered 13,003 manzanas.
 

* 	 Close to 10,000 small and medium size farmers have received credit and technical
 
advice. Ninety percent reported no or few problems in meeting project requirements.


* 	 Most beneficiaries used technical practices on their other coffee areas not financed
 
by the project. An estimated 55 percent reported their nonproject neighbors also
 
were using the technology.
 

* 	 IHCAFt data validity and adequacy were very good.
* 	 Loan delinquency is rising and needs to be dealt with now. 

The evaluators stressed these "lessons":
 
* 	 Profitable technology must accompany credit. 
* 	 Intra and extrainstitutional communication and coordination is always necessary.
* 	 Private financial institutions will lend to smaller producers when returns are 
adequate and risks manageable.


* 	 No apparently successful project with credit can afford r.- ignore underlying reasons 
for loan delinquency. 

* 	 The poorest farmers are the most difficult to reach successfully.

* 	 A felt need, such as the presence of coffee rust, can provide strong incentive for
 

project participation.
 

COSTS 

I.Evaluation Costs 
1. Evaluation Team Contract Numbe, OR Contract Cost OR 

Name Affiliation TDY Person Days TDY Cost (U.S S) Source of Funds 
Ronald L. Tinnermeier Colorado State 522-0176-0-00- $11,472.00 Proj. (Grant) 

University 0212-00 

Edgar Nesman University of 522-0276-0-00- $12,235.25 Proj. (Grant) 
South Florida 0214-00 

2. Mission/Office Professional Staff 3. Borrower/Grantee Professional 
Person-Days (Estimate) 15 Staff Person-Days ,E-timate) 15 

AID 1330-5 (10-87) Page 2 



4-,. . ALUATiON SUM'MARY - PART II 

S U M P-'A R Y 

J. Summary of Evaluation Findlngs., Corclusions and Recommendations (Try not to exceed the three (3) pages providec) 
Address 	the following Items: 

0 Purpose of evaluation and methodology used * Principal recommendations* 
a Purpose of activity(les) evaluated 	 * Lessons learned 
o Findings and conclusions (relate to questions) 

Mission or Office: Date This Summary Prepared: Title And Date Of Full Evaluation Report: 

Final Evaluation of Honduras
 
USAID/HONDURAS 	 June 1990 
 Small Farmer Coffee Project, May 5, 1990
 

1. Purpose of Evaluation and Methodology Used
 

The evaluation objectives were: 1) To evaluate the capacity developed by .he Honduran
 
ColfI:e Institute (IHCAFE) to coordinate Project activities and to provide improved
 
extti. ion services to small coffee farmers; 2) To evaluate the efficiency developed by
 
bank ig institutions providing credit to the Project's target group; and 3) To review
 
f' ,, iata collected to determine Project impact and evaluate the validity and adequacy of
 
tihe data.
 

The study methodology combined: a review of available IHCAFE reports and data,
 
advisor reports, USAID documents and files; and interviews with IHCAFE personnel, banks,
 
farmers and other interested parties. Data collected from 276 farmers selected at
 
random and interviewed by trained interviewers during the field portion of the study
 
were analyzed and included as part of the findings. The evaluation took place in April
 
1990.
 

2. Purpose of the Project
 

The stated Project purpose was "to mitigate the impact of coffee rust on small coffee
 
producers and thus assist them to increase yields and raise levels ot real income."
 
This was part of a larger development goal "to increase the income of the rural poor in
 
Honduras, thereby contributing to an increase in Gross National Product (GNP) and
 
foreign exchange earnings from coffee."
 

The 	purpose was to be achieved by strengthening the capacity of IHCAFE to develop and
 
deliver needed services to the small coffee farme:7s and by the establishment of a credit 
fund to be managed by BANADESA (public agricultural bank) and private banks.
 
Expenditures were programmed at US$49,752,000 with A.I.D. bilateral funding of
 

US$20,750,000 and the remainder from Honduran counterpart funds.
 

3. Findings and Conclusions
 

At the farm level, coffee yields have increased from 6 to over 25 quintals/manzana
 
(1.7 acres) for those beneficiaries who planted during the 1982-85 period and whose
 
coffee reached full maturity before April 1990. Coffee renovation has been completed on
 
about 13,003 manzanas which is over the 1991 goal of 13,000. Soil conservation measures
 
have been instituted in all coffee regions. IHCAFE ha3 been able to directly service an
 
estimated 9,815 small and medium size farmers and the number is increasing by about 700
 
annually.
 
The goal of reaching 10,400 farmers should be reached by the PACD. Training has reached
 
over 199,000 individuals (some more than once) in a total of 14,639 planned events over
 
the life of the Project. The beneficiary farmers report substantial change in their
 
coffee growing practices since the Project began, for example, 89 percent report the use
 
of field renovation (vs. 56% before); fertilizer (83% now vs. 30% before); insect and
 
disease control (80% now vs. 19% before); and shade regulation (89% now vs. 74% before).
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S u) M. A R Y (Contlnued) 

Through soil characterization, soil samples have been 
taken and analyzed for one
 
complete region and 
are now being collected in another. 
 There are now 139 extension and

credit agents working through 
the regional offices. Some 
250 community leader farmer
 
paratechnicians are integrated into ongoing extension 
 activities. The level 
 of

satisfaction of the beneficiaries 
is high with 90% reporting no or few problems meeting

Project requirements. Three main advantages mentioned were: credit 
(52%); higher levels
 
of production (49%); and 
technical assistance (27%). 
 The use of new technology has

spread beyond the financed plots with 68 
percent of the beneficiaries a]so reporting the
 
use of recommended practices on additional plantings 
of their own and 55 percent

reported their nonproject neighbors using sode of 
the recommended practices.
 

Over 20 million Lempiras 
have been collected in loan repayments against 55 million
 
Lempiras in loans which will 
permit continued lending 
in the future. On-farm coffee
 
processing facilities have 
been upgraded with the help 
of credit. Almost one-half of
 
the beneficiaries 
have been able to obtain regular operating loans from banks to cover
 
annual coffee maintenance costs. The Project has given 
formal credit experience to 62
 
percent of the coffee 
beneficiaries for the first 
time. Many of these will now 
be
 
eligible for regular bank credit.
 

The area where the farmers now need the most assistance is in the management 
of their

income. Farm management was mentioned as one of 
the most important topics for future
 
beneficiary training. 
 There is growing realization that not all beneficiaries have made
 
the best use of their increased income and that part 
of the delinquency is related to
 
the lack of record keeping and simple budgeting.
 

Data validity 
was found to be good, rating above the 95th percentile. Information
 
gathered in the evaluation field survey 
was found to be largely consistent with data

provided by IHCAFE 
from other studies. Reports 
based on data collected by the Project

were available and 
being used in the regional 
offices. A central office planning and

policy department was established by IHCAFE 
in 1987 and !:as beginning to use the reports
 
and data for planning purposes.
 

Project problems encountered were: 
the initial crop diversification program has not been
 
successful; soil testing results have 
 not yet been incorporated in farmer
 
recommendations; 
level of loan repayment is not as high as dt~oired with 25 percent of

the beneficiaries indicating they were behind 
in payments; although most plots were
 
described 
as being in good or better condition, 12 percent were reported as "poor" or

"lost". Beneficiaries 
mentioned Project disadvantages as: high interest 
cost (36%);
 
poor quality of seed plants (15%); and poor advice 
(10%).
 

Women in Development (WID)
 

IHCAFE data show 
that 7.9% of heads of households of the 59,179 coffee farms are
 
women.
 

Table 5 of the Evaluation Report shows that 7% 
of all project loans have been to 
women
 
and 20% of all women who qualify for loans within 
project parameters have received
 
credit, representing the same percentage as 
that for men head of households.
 

For reasons yet unknown, the 
data indicate a higher delinquency for women borrowers and
 
a higher percentage of 
female project participant deaths.
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S U M M A R Y (Continued) 

4. Principal Recommendations
 

A number of recommendations are in order for future operations of the
Prpject. Continued efforts are needed 
to increase the level of loan
 
repayments, improve borrowers selection, extend training in credit
 
management, and 
to persist in the organized loan collection efforts.
 

Soil test results should be incorporated into fertilizer and

alternative crop recommendations as 
soon as possible. Crop diversification
 
goals should be more modest and consistent with interests and capabilities
of producers. The evaluation and monitoring effort should be continued to
 
assist management decision making at all levels. 
Finally, the Project

should expand its activities to include more than just coffee production to 
ensure rural development takes place.
 

The complete list of recommendations, included as attachment 2, is

numbered from one to 
twenty and includes brief comments regarding IHCAFE
 
and Mission position on each recommendation.
 

5. Lessons learned
 

Profitable technology must be available for credit 
to be effective but
 
a supervised credit program such as this may not be the best way to reach 
the poorest small farmers. 
 Those with the fewest resources and risk
 
aversion seem to be the ones that are failing. 
Loan delinquency usually
 
appears in later stages of a project and must be dealt with effectively.
 

Felt needs are a good incentive for change; the coffee rust was real
enough to induce farmers to adopt new practices even in the early days when 
there was not too much evidence on how it all would 
turn out. It seems to
 
increase the credit supply for small farmers as well as 
making them
 
eligible for regular bank credit when the banks find out that such credit
 
works. This Project has demonstrated that private banks will lend to small
 
producers when good technology is available.
 

The training opportunities afforded by the Project at the local level
 
for both beneficiaries and paratechnicians may be a very important long
 
range factor for development. The paratechnician approach can contribute
 
to cost-effective outreach programs but its effect depends greatly upon the 
attitudes of extension personnel and beneficiaries.
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ATTACHM ENTS 

K. AtIachmen's atIac nts IIe Evaluation attach ccpy of full evaluation report, even one was su-',,iIt<o(,.sI n'im s.jb" with this Summary; always it 

e:i.P*, lt: . slu Vr Si'veif W', fro- ' c-p';nc* ipvlatilon, If relevant Jo the *,Alu~tlon re,'nort I 

1., 	Evaluation Report titled Final Evaluation of Honduran Small Farm Coffee
 
Project
 
(This report was forwarded to AID/W on June 11, 1990.)
 

2. 	Complete list of recommendations.
 

COMMENTS 

L. Comments By Mission, AID/W Office and Borrower/Grantee On Full Report 

Scope of Work Compliance 

The Mission has reviewed all recommendations contained in the final report
 
with the implementing agency of the Government of Honduras, as well as those
 
recommendations set forth in the Evaluation Summary. IHCAFE has found, and
 
we concur, that several of the recommendations are outside of the Project.
 
An example can be taken from the following sentence: "Finally, the Project
 
should expand its activities to include more than just coffee production to
 
ensure rural development takes place". We totally concur that rural
 
development of the coffee sector is of the highest priority at this time.
 
However, rural development, per se, was not a goal under the Project and
 
neither time nor funding are currently available to implement the
 
recommendation under the Project. There are several other recommendations
 
that are of a similar vein and/or are specific to IHCAFE but outside the
 
parameters or control of the Project. 

In spite of the foregoing, both the Mission and IHCAFE are convinced that
 
the contractors have satisfactorily complied with all terms and conditions
 
set 	forth in their scope of work for this evaluation.
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ATTACHMENT 2
 

COMPLETE LIST OF RECOMMENDATIONS 

Institutional Development
 

1. The functions of the Credit Department still are not well defined.
 
Combining the current departments of credit, accounting, and finance into a
 
Finance Department, as recommended by DAI, appears to have merit.
 

This is not Project related. The Credit Department is pursuing the loan
 
portfolio which existed before project activities were initiated. As such,

the project has not dealt with the IHCAFE Credit Department. Recommendation
 
has been passed to IHCAFE in any case.
 

2. Policy analysis and planning within IHCAFE needs to be strengthened further 
so that clear guidance is provided to the action programs like the USAID 
supported Project and the diversification activities. The newly formed 
Planning Division is a step in the right direction.
 

Agree. Project is currently providing long-term technical assistance (TA)

and has provided short-term TA specific to the Planning Division. No more 
than this i.s possible under current Project.
 

3. The functions of the USAID-funded advisors in credit, agricultural
 
economics, and statistics need to be further integrated into the operational

units of IHCAFE so the work can continue when outside assistance ends. The
 
on-the-job training of regular IHCAFE employees working in those areas 
should
 
continue to allow for this shift to take place over time.
 

Agree with concept. Iission feels that all of this is 
actually integrated
 
in such a way that continuity will take place. 

4. Data collection and analysis utilizing the computer center 
should be
 
continued. Regional offices and participating banks must provide timely
 
reports to this centralized unit for it to be effective. This office should
 
be the primary source of data so that all information is the same and as
 
accurate as possible.
 

Agree, however no thought of discontinuity has arisen. Additional
 
networking software and hardware has recently been delivered and should be
 
installed by November 1, 1990.
 

Extension
 

5. Paratechnician program should continue 
to help reduce costs of the outreach
 
program. Efforts should be made to reach more of the very small coffee
 
farmers since they make up a large portion of those producers not yet reached.
 

'\
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6. Training of extension agents and paratechnicians still is needed in the
 
areas of farm and financial management, production economics, and group
 
techniques.
 

7. Training of participating farmers and their families (spouses and
 
children) in farm and financial management and in technical coffee production
 
still continues to be needed, especially since significant cash flows are
 
coming from use of the technology.
 

Agree with 5, 6 and 7 (See Action No. 1 on face-sheet of this ES). With
 
regard to No. 5 however, we agree on the basis that the evaluators are
 
referring to the smallest farmers permitted within Project parameters of
 
2 to 21 manzanas of coffee on the beneficiaries farm.
 

8. Further effort is needed in working with groups, using paratechnicians
 
and in utilizing test plots on farmers fields. Great caution should be
 
followed in extending credit through groups given IHCAFE's bad experience with
 
this approach in the past.
 

Mission agrees that working with groups and using paratechnicians should
 
be continued. However, nine years into the Project and with more than
 
10,000 lots renovated, neither IHCAFE nor Mission concur in the need for
 
expanding farmer level test plots for coffee renovation.
 

In relation to the last sentence, the Project's participating banks do
 
not extend credit to groups. IHCAFE does not extend credit at all but
 
did so years ago outside of the Project and their experience was
 
certainly negative. One could agree in principle with this statement but
 
it is not applicable to the Project.
 

9. Diversification activities have not been effective and need to be
 
seriously evaluated and modified to increase future success. Possible future
 
activities might include fruit and tree crops (firewood), livestock, and crops
 
identified by detailed soil studies.
 

An in-depth evaluation and modification took place in 1989 and a pilot
 
effort incorporating all the above mentioned alternatives and others is
 
currently being implemented (See Action No. 6 on face-sheet of this ES). 

10. The technology transfer strategy using groups needs to be studied
 
further. There are indications the approach may have longer run benefits for
 
overall rural development but the approach haE. not improved loan repayment
 
rates in the regions where implemented.
 

Agree but also note that credit experience does not seem to warrant
 
expansion as the evaluators clearly point out.
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Credit
 

11. Training workshops and seminars on credit need to continue at all levels
 
in the Project. The importance of loan repayment must be stressed at all
 
levels.
 

Agree. IHCAFE will provide training schedule by October 15, 1990 (See
 
Action No. 1 on face-sheet of this ES).
 

12. Participating banks need to establish a systematic procedure for running
 
spot checks on disbursements to farmers to assure the credit system is running
 
well.
 

Agree. Since participating banks bear 100% of risk, they sould follow
 
their normal banking practices.
 

13. Participating banks must take a greater responsibility in loan
 
collections. Information on delinquent borrowers should be kept current and
 
shared with IHCAFE workers.
 

Participating banks are 100% responsible for loan collections.
 

14. The Project should continue to work with the target group and, rather
 
than be tempted to work with medium sized or larger farms, find ways to more
 
effectively work with the large numbers of small farmers that still have not
 
been reached but are reasonably good credit risks.
 

Project Agreement specifically sets small coffee growers as target group.
 

15. Private participating banks should be encouraged to assume more and more
 
of the technical and credit supervision as they are able to hire their own
 
specialists.
 

Agree. This recommendation will be passed to private participating banks
 
through IHCAFE by November 1st, 1990 (See Action No. 2 on face-sheet of
 
this ES).
 

16. Detailed study of delinquent borrowers is required to help guide future
 
credit activities. This includes study of loans canceled under the reserve
 
loan fund for uncollectables.
 

These studies are currently underway by IHCAFE and should be finalized by
 
November 15, 1990 (See Action No. 3 on face-sheet of this ES).
 

17. A policy needs to be established concerning use of funds paid back by
 
borrowers who previously were considered in default and their loans written
 
off through the reserve fund.
 

6k
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A policy was established regarding the use of these funds in 1984. They
 
are clearly the funds of the participating bank if collected. This is
 
normal banking practice in both the U.S. and Honduras.
 

Technology and Diffusion
 

18. Current technical recommendations need to be analyzed from an economic
 
point of view and adjusted accordingly. Results of such an analysis will be
 
especially important when coffee prices are lower. IHCAFE should plan on
 
developing that capability internally as budget permits.
 

Agree. IHCAFE has begun these analysis and will be completed by October
 
15, 1990 (See Action No. 4 on face-sheet of this ES).
 

19. Fertilizer recommendations should be based on soil sample testing as much
 
as possible. Investment plans currently cover such costs and farmers should
 
be encouraged to use the money for that purpose. Recommendations in the Santa
 
Barbara and Comayagua regions should be based on Honduran Agricultural
 
Research Foundation (FHIA) soil studies Pq soon as possible.
 

Agree. IHCAFE will publish recommendations for these two regions by
 
October 15, 1990 (See Action NO. 5 on face-sheet of this ES).
 

20. IHCAFE should look int) methods of standardizing the weights and measures
 
used in the coffee marketing system to ensure farmers receive equitable
 
payment for their marketed coffee, especially for improved quality likely to
 
come from the on-farm processing activities funded by the Project.
 

This is outside of Project's influence.
 


