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ABSTRACT

H_ Ewvaluation Abstract swcond the

The project purpose is to brlng telephone service to rural Poland based
on the U,.S. cooperative model. At least one ( if feasible, a total of
four) fully functioning rural telephone cooperative should be created
'within the three-year project period. The project is being implemented
be the National Telephone Cooperative Association. This mid-term
evaluation (8/17/92 - 9/15/92) was conducted by an outside consultant
from the U.S Overseas Cooperative Development Council and the Polish
project manager on the basis of a review of project documents, visits to
three project sites and interviews with project personel. The purpose of
the evaluation was to assess the extent to which the project's gocal and
purpcses are being met or exceeded and to provide suggestions on its
current implementation plan for NTCA and A.I.D. The Major findings and
conclusions are:

- The NTCA's projects are on track and exceeding the objectives within
the time frame.
7 The telephone cooperatives serve as models for bringing telephone

service to rural areas and as member-owned and democratic business
organlzatlons, however, the full success cannot be determined until
there is more operatlng experlence and an analy51s of whether revenues
are sufficient to cover debt service. .

. The project is leveraging considerable additional funding, including
a complementary competitive cooperative agreement from the European
Bureau and major purchases of U.S. equipment using Export-Import Bank
credits. The project, already, has resulted in over $2 million in U.S.
sales of telephone switches, remotes and other equipment as well as local
loans from a Polish bank and contributions from communes and others. .
. The project period needs to be extended in order to provide
critical support during early operations of the model systems, to resolve
key policy issues for their replication and to examine and support the
creation ¢f a REA-type financial institution.

The evaluators noted the following "lessons':

. Working with local foundations has proven to be highly effective and
plays an important role in helping resolve national policy and
legislative issues.

° New private sector options in Poland can be developed quickly where
there is strong local and national leadership.
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SUMMARY

J. Summary ot Evaluation Andings, Concluslons and Recommendations {Try not to exceed the three (3] pages provided}
Address the followlng ltems:

+ Purpose of svaluation and methodology used ¢ Princlpal recommendations
¢ Purpose of activity(las) evaluated + Lassons learned
s Findings and conclusions (relats to quastions)
tizsion or Office: Date This Summary Proparcd: Title And Date Of Full Evaluation Report:
FHA/PVC December 14, 1992 ., . Mid-Term Evaluation .
Polish Rural Telephone Dev. Project

1. Purpose of the proiect

The goal is to bring telephone service to rural Poland based on the U.S
cooperative model. The purpose is to create at least one fully
functioning rural telephone cooperative within the three year project
peried. If feasible, a total of four pilot telephone systems should be
attempted. ’

2. Purpose of evaluation and methodology

The purpose of the evaluation is to assess the extent to which the
project's goal and purposes are being met or exceeded and to provide
suggestions on its current implementation plan for NTCA and A.I.D.
Since NTCA is implementing two closely related cooperative agreements
for rural telephone service, the evaluations have been undertaken at the
same time, but each evaluation stands on its own.

The methodology included an extensive review of project documents,
preparation of an extensive list of questions, and interviews in Poland
with a wide range of project

participants. A.I.D. participated prior to and following the
evaluation, including briefings at U.S. A.I.D. / Warsaw and A.I.D. /
Washington.

3. Findings and conclusions

The NTCA's projects are on track and exceeding the objectives within thi
time frame. The project is well-managed with high quality staff at NTC
and in Poland. Two model cooperatives are operating as the only
independent systems in Poland.

NTCA has responded well to unexpected developments in the evolving telert
communications environment in Poland, including impacting national
legislation and participation in a national commission to resolve
impediments to rural telephone cooperatives.

The telephone cooperatives serve as models for bringing telephone
service to rural areas and as member-owned and democcratic business
organizations. The full success of the models cannot be determined
until there is more operating experience and an analysis of whether
revenues are sufficient to cover debt service.

The state telephone monopoly is strenuously opposing competition and
placing major road blocks in the way of independent operators. The
monopoly particularly resists the cooperative form of organization
because of its broad public and political support.

AID 1330-5 {10-87) Page 3 /[U



SUMMARY (Continued)

NTCA -has established a strong working relationship with Northern
Telecom, a U.S. supplier of DMS-10 and other telephone equipment which
is particularly suited for rural applications. As a membership
organization, and to remain objective in its technical assistance, NTCA
does not endorse any particular type of equipment. However, NTCA
indirectly has promoted the U.S. supplier because it is more suitable
for small rural systems. Both model cooperatives use Northern Telecom
equipment. .

The most pressing issue for replication of the models is securing
long-term credit. NTCA is working with the World Bank towards
undertaking a study for the creation of an REA-type financing mechanism
for rural telephone systems. A.I.D. may want to support this effort
through providing bilateral technical support for long-term expertise in
setting up the REA,

NTCA's volunteers have been effective in providing critical
interventions for the establishment of the model systems. NTCA's
training in the U.S. alsc has been essential to project success. NTCA
provides unique technical assistance based on the U.S. experience. Only
two other countries have networks of telephone cooperatives and the U.S.
experience is more recent and applicable to the situation in Poland.
NTCA has chosen appropriate sites for the model cooperatives and
supporting partner foundations to bolster the grassroots efforts of
local leaders.

There is ample evidence that the project is helping increase
agricultural output through attracting new agribusinesses to areas
served by the telephone cooperatives. Farmers save about eight hours a
week in obtaining inputs and substantially can increase their profits
through the use of telephones.

4. Principal recommendations

. NTCA should focus its technical assistance efforts on resolving
policy issues {e.g., interconnection agreements) and helping
establish a Polish REA.

d NTCA should provide technical assistance to assist the model
cooperatives in analyzing their operating margins, ability to
service debt and to expand services.

. NTCA should explore various financing options for rural telephone
cooperatives in.Poland such as the European Bank for Reconstruction
and Development and A.I.D.’s Private Sector Guarantee Fund. NTCa
should continue to work closely with the World Bank for the
establishment of a Polish REA.

* NTCA should conduct a baseline study on the economic benefits of
rural telephone service to bolster the case for placing a priority
on this sector.

* NTCA should resist widely publicizing the model cooperatives until
they have more operating experience and better data on their
financial wviability.
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- SBUMMA R Y (Contlnued)

5. Lessons learned

NTCA selected an appropriate project design and strateqgy to create model
telephone cooperatives prior to the resolution of various national
policy issues. Given that Poland has no experience with telephone
cooperatives, it was essential to provide models because “seeing is
believing." Bringing senior policy makers to the U.S. to see rural
telephone cooperatives was critical to project success.

NTCA had to modify its approach, such as abandoning the provision of

.used equipment because of national policies which permit only

state-of~the~art equipment. Given the shifting telecommunications
situation, NTCA needs to be given project flexibility to respond to
unexpected events.

NTCA's approach of working with local foundations has proven to be
highly effective. VYet, NTCA also continues to play an important role in
helping resolve national policy and legislative issues.

This project has greatly benefited from focusing different types of
cooperative development efforts in the same region where there is strong
small farmer entrepreneurship and local leadership.

Finding strong local staff, where there is no U.S. expatriate, is
difficult given the communist legacy. Assistance agencies should seek
individuals who have excelled in other fields and are willing to learn,
rather than based on their technical knowledge.

This preject proves that new private secter options in Polané (and
probably Eastern Zurope) can be developed guickly where there is stronc
local and naticnzl leadership.

A principal lesson cf this project is tc tackle problems and organize
new solutions to respond to strong "felt needs“ of rural people rather
than impose outside priorities.

The project indicates that demonopelizatien of public services in Poland
will be cdifficulit anéd long—term. The monopoly is resisting independent
Operators aT every step and appears To be partvicularly threatened by
cooperatives which enjoy broad local and politiczl support.

The development challenge in Poland may be increasingly shifting from
technical know-how to accessing private and public capital for
successful private sector initiatives.
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One Evaluation Report entitled "Mid-Term Evaluation of National Rural
Telephone Cooperative Association's Polish Rural Telephone Development
Project™.

COMMENTS
L. Comments By Migsion, AIDMW Offico and Bormmower/Grantee On Fylt Report
¥ission Response:

FHA/PVC agrees with the evaluators' findings and recommendations. A.I.D.
will extend the project by one year, with changes in the log frame, to
give the project more time to finish the project and try to leverage more
money from different funding sources to create a Polish REA (Rural
Electrification Authority that does financing in the U.5. of rural
telephone systems) to provide financing of more model cooperatives.

Grantee Zesvonce:

SR ot T et . .. - } . . .
¥UCA will submit a revised budget and log frame to justify tie one vear extension.
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