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EXECUTIVE SUMVARY

This "Small Farm=r Credit;Profitability and ARevayment* project demonstrated
that zmathodologias can be develceped for micro-level use in generating accurats
and reliable statistical data for operational use by lending institutions in
LICs, dditional tine was reqQuired to assure that the data collection systams
ars intspratsd Ints ths cperations and supportod Uy tha participiling insille

In tha main,this was an applied-research project which manifested several
wsaknesses, such as,,

a) inadequate pre-project preparation on the part of AID/w design
team which resulted in difficulty to locate a host country for
the CSU project.consequently prolonging the life of the contra-
ct,and adding to it's cost,

b) failure to desiem a uniform reporting format,requiring the CCs
to provids quantifiable bench=arx data for review and cozparie
son to initially established targets and tine frases,

¢) genercus line itea flexibility in a2dcinistration of the project
budget reflected inadsquats initiz) planning in budget prepara.
tion,

d) a need for application of cost-sffective techniques in :he
management of ths project itself,

The CCs have in our opimion produced satisfactory outputs in farm data
collection and analysis methodologies,to comply with the purpose described in
their scope of work.Although such methodolgies are not entirely new,this proe
Ject has been instrumental in systemetizing and identifying thea with greatar
clarity, Thess methodologies are:

i) Swmall Farm Record-Eeeping Sywtem,
i1) Enterprise Budget Systam,and
141) Client Classification Prograa,
Thesa mathodologies have bean thoroughly explained and docuxented by the
CCa,and can be applied with certain degrees of adaptation to the operations
of lending institutions in LICa,and appear to have built-in cost affective
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features and characteristics,

Output Number 2 in ths Scope of Work which called for "application and
ntilizatdon of such methodologies in credit institutions in two _ealected dev-
eloping countries® was arplied in the operations of the two host institutions
(ACE in the DR, and ENF in Honduras),but due o sxtsrnal fasiors,and the adda
iticnal tixe which would have b=en required for fim institutionalization of
the methodologies,this output was not satisfactorily realized,

The "disssmination of the results to other credit instituticns and davel.
opirg countrieg®, the third and last of the agreed upon outputs in the scope
of work,was not fully realized due to both time and budget consicaints,

This Evaluating Teanm considers that the personnel component of ths Project
was "top-heavy" with On-Campus Professionals w.ose contribution could have
been extrecely valnable but difficult to discern,

The goal of the project was to increase szall farmers! incomes through more
efficient and effective utilization of farm credit,and to improve loan repayzment
capabilities, however at project conclusion there had been no reported realizate
ion of reduced delinquency rates in loan portfolios or increases in small fare
mer incozes in either of the host country experiments, Factual data to support
the realization of this goal would have required more time,but it would appear
that the methodologies designed should produce these results,

The purpose of the project as stated in the Cooperative Agreements was to
"develop methodologies which AID Missions and LICs can use to carry out budget
analysis and cost-affective data collection for small farm credit prograns”
and " to improve credit policy prograzs and repayment", In reality,it is our
opinion that the firat part of the purpose has been partially achieved,and more
tine would have been required for full realization of the entire jurpose.

The prospects for exporiing the package of methodologies developed in and

e

by itself to lending institutions in LICs does not appear favorable within the




context of cosi-effeciivensss, The possibility of including eithes in whole
or in part the methodology daveloped bty this project,as an ingrec’ent of a
larger more corprenensive package tallored o strengthen managerial

capability in lending institutions in LICs, appears o be the most pre=ising

andl cost-effective manner in which to introduce and apply it,

These methodologies should prove beneficial in the long run to s=all
farmers! credit prograzs and should provide cost-effective techniques for
the lending operations of institutions in LICs,




A, PROJECT REFZRENCE

), Project Title

2, Project MNuzber

3. Cooperative Agreezent Numbers

b, Cooperating Institutions

5. Principal Investigators

6, AID/W Project Managers

3, FURPCSE OF THE PROJECT.

: Small Farmer Credit Profitaldlity

and Repayment,

931-1134

: AID/ta - CA-1 (CSU

)
AID/ta = CA=3 (CSU)

i Oklahoma State University

Colorado State University

Dr, Loren Parks (OSU) Honduras
Dr, Dan Badger (CSU)

Dr, Tom Dickey (CSU) lom.Republic
Dr, Ronald Tinnermeier (CSU) and
Project Coordinavor,

: Anne Ferguson (7/76 = 3/77)
Erkarett Ruprecht (9/77 - 9/73)
Karen Wiese (9/78 - 6/80)
Ralph Hanson (7/60 - 10/81)

The purpose of the project was two-fold: first,to develop and acply

mathodologies which credit institutions in LICs can use to carry ocut whole

farm and enterprise analysis for small farm credit programs; and second,

to improve credit policy,programs and repayment,

The outputs to be achieved in order to reach the purpose of the

project wore stated as follows:

1, Methodology for Dudget Analysis;

2. Dawvelopment of cost-affective zethods of collecting data;

3. Increased knowledsge of factors affecting s=all farsers!

ability anc willingzmess 0 rwpay credil:

nS.
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4, Analysis of impact of potential changes in credit program design
ard {improved policies relatad to small farmers! coredit;

5. Train loca: professionals available for budget and credit ana-
lysis,

The 1ife of the project was sriginally planned frer September 13%,1977
through Auguat 31,1580,but it was extarded for one year to September 30th,
1981,

The dndtial fundinz wvas $750,000 which was later increased by #.0,000

The CCs argued that ths project was too anbitious in relation to the
1ife of the project and the rescurces allocated, Therefore,t s Cooperative
Agreerment concentrated on the first aspect of the project purrose and on
three outputs, Thase vutputs were:

1, Farm lavel data collection and analysis;

2, Applicaticn and utilization of such methodologies in credit
institutions in two selected cdersloping countries,and

J. Dissexination of the results to other credit institutions
and developing countries,

An additional purpose was held by one of the CCs-not sperifically
written into the agreement-which was to establish a long ter= institute
ional relationship between the selected developing country credit instit.
ution and the University,particularly with their Departrent of Econowics,

Based on this reduced Scope of Work for the CCs,this evaluation cone
centratas on deterining the results achieved,

C, EVALUATION METECDOLOGY

The evaluation was conducted by a tsam consisting of two mezbers,.One
Agricultural Zeonomist from the Latin Asarican Burean of AID/Washington,and
one ocutzide consultant specialiszing in Szall Farmars Credit and Institutione

al Develorment,




The methodolozy consisted of a review of all project documents,project
papers,cocperative azreements,rmemoranda of basic understanding,oroject evae
luaticn summarias (F2S1's),project manazement committee raviaws,montily re-
ports,trip recorts,input and output analysis, scrutiny of project rurpose,
scope of work and guidelines,inquiry into problems,and assessment of the
general parformance of the CCs,

.L':‘:?:'v:.luaticn warkshop was held from Decenber 8th to the 10th,1981 at

CSU in Fort Collins,Colorado,and the following people were present at this

workshop:
Dr, Ronald Tinnermeier - Project Coordinator (CSU/CSU)
Dr, Thamas Dickey - Chief of Party, (CSU/Nominican Republic)
Dr, Loren Parks - Chie? of Farty, (CSU/Honduras)
Dr, Dick Sutter ‘= Division Chief, S&T/ACR/EFP/AID/W,
Mr, Ralph Eanson - Project Manager,Economics & Plinning Dive

ision,AID/W,

Dr, Rohert Castr - Agricultural Economist,LAC-L2-RD/ATD/W,
Mr, J.D, lonmeld - Research Assistant,(CSU/Desdnican Hepublic)
Mr, Fercy Avran = Consultant,Small Farm Credit Specialist,

At the workshop the COs indicated orally that the outputs may not have
been fully institutionalized due to the time constraint,and other factors as
outlined in Section G,pp.20 - 22(External Factors) of this report, Due to
this,the Fvaluating Tean chose not to visit the host countries 10 verify the
progress attained in the specific outputs of the project, It was decicded to
contact by telephone various people at the host ccuntry agency level and obe
tain viewpeints or corroborate data instead,

This evaluation review attempted to determine if the initial projection
of three years was a realistic time frame,and if the project outputs were
satisfactory and reproducitle in other low Income Countries (LIC3) in their
Small Farmer Credit Programs,

The documents which were made available for the evaluation review are
listed in Annex B attached to this report,

-

=/ ehe ggenca TOr the Lvaluution Weorkanop L3 attached as Annex A,
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D, PRQJECT INFUTS

1, Individual Cooperative Agreements signed between AID/W and the CCs spelled

out project budgets as outlined below:

AID/W Universi:y's
Re-imbursement Contributaons Total

Cooperative Agreement AID/ta-CA-1

Oklahema State Nniversity $ 323,590 $ 8,160 $ 331,750
Cooperative Azreement ATD/ta-CA-3

Colorado State University $ 400,329 $ 16,400 $ 416,729
Totals $ 723,919 $ 24,560 § 748,479

Both Universities had complete line item flexitility in adjusting the
costs,provided the grand totals were not exceeded.bCSU was ccafronted with an
unforseen expense item of $10,000 insurance cost for Overseas Worlmen's
Corpensaticn,and when added tc other incresses in salaries anc fringe oené-
fits resulted in an over expenditure of $2C,441 in this itex whsn cozpared
to budget,

CSU overshot it's budgeted salary line item by 108 in year IV 2s a
result of a slightly different mix of staff on campus,as well as beiween
campus and overseas, It is difficult to understand without a full acccunt-
ing,why this mix of staff might not have been arranged in terms more favor=
able to the budget, CST calculated it's year IV budget to absorb the total
amount of $400,329 contributed by AID/W,It i3 not for this evaluating team
to detarmine whethar the expenditures made in relation to budget are just-
ified,but it does raise the question,especially when the expenditures are
80 heavy in ths final year of the contract as compared to forzer years,The
total four year CSU project budget included an additional $16,400 4indirect
coat contributed by the University.

I/Annual Repert,Soptesmber 1920 (Table 2) GSU
§/Final Administrative Aeport 1931, (Table 1) by CSU
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The original estimated amount was $14,378 and was to be the Cooperating
University's contribution to the project. Obvicusly the extanded period of
time together with inflation increased this figure,

Both of the CCs subritted itemized experditures in their final reports
(with estimated fimuyms for the last quarter) that coincided with the cost
figures criginally prepesed in the budget, This either gives credence %o
the accuracy of the original planning or reveals a weakness in permitiing
frll line item flexibility at the discretion of the contractoreg,without a
percentage control factor placed as a guldeline,which would carpel both
parties (CCs and AID) to review purpose and need for increases or deviation
in line item expenditure,

A delay of ane year in launching the CSU portion of the project created
a loss in rurchasing power due to inflaticn,and is a factor to take invo

consideration when judging (SU's expenditures,

In examining the inputs by the CCs in terms of personnel and Man/Months
(M/¥s),the data shown in the following table has been compiled from figures
shown in the Cooperative Agreements and subsequent terminal renorts prerared
by the CCa:

Initial Adjusted

Bud~eted Pudgeted Actual
H?Ms M/Ms M/Ms Difference

C/A Mo, AID/ta-CA-1 (NSM)

- Meld Professionals: Loresn Parks 30,6 25,0 27.5 = 2,5

Kurt Rockeman 10,5 103 ONERR5

= On Campus Professionals 144 21,0 21,0 o0
= Non Professionals and Support

Stals 30,0 6,0 6.0 .0

Totals 75.0 62.5 4.5 = 2.0
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Initial Adjusted
Budgeted Budgeted Actual

M/Ms M/Ms M/Ms Difference
C/A ¥o, AID/ta.Ci-3 (CST)
- Project Acxministration .0 16,0 1P .97 - 2,97
- Fleld Professiocnals: Dickey )
Longman ) 24,0 22,0 25.50 = 3.50
- On Campus Professionals 10,0 26,0 23,40 + 2,60
- Non Professioral and Suppart
Staff 21,0 15,0 25,00 -10,00
Totals 7540 79.0 92,87 -13.87

In comparing the M/M inputs by the two CCs, it becomes apperent that a
undform system of reporting was not used by both contractors, USU for exame
ple, judging from it's table of M/M inputs was able to determine and adminis-
ter this inrut with greater accuracy than CSU, CSU utilized 21,0 ¥/Ms of
On Campus Profassional time for backstooping 37.5 M/Ms of Field Professional
time, CSU on the other hand utilized 23,40 M/Ms of On Campus Professional
time for backstorring 25.5 M/Ms of Field Professional time, When a portion
of the Project Admirdstraticn time in M/Ms i3 added to the On Tampus Profess-
ional time,it appears that CSU did more work on campus than in the field,

0SU spent 6,0 M/Ms of Non Professional time to backstop 56.5 ¥/Ms of
Professional time, CSU on the other hand utilized 25 M/Ms of Non Professional
time to backstop 67,7 ¥/Ms of total Professicnal time, A rather significant
difference is evident in this item when the two CC inputs are compared in
this light,

It is our considered opinion that both CCs went top-heavy on On Cazpus
Professional service,considering the fact that two well qualified technicians
were selected as Chiefs of Farty in each host country,and considering fur=
ther that the natare of the research was basically applied and itz applicasion

focussed primarily at the micro-lavel.
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- Without additional explanation as to the manner in widch th¢ On Campus
Professional tirme was utilized, it can only be deduced that both CCs might have
created savings in the budget to (llow for implementation of Cutput No, 3 in
tha scope of work, which called for dissemination of the msthodologies and res-

ts to other LICs, The over expenditure on salaries and fringe tenefits for
the FProfessicnals fcr toth CCs can also be attributed to the high time ratic of
On Campus Profecsionals to the Field Professionals,

The two research-assistants were graduate students,one fram each of the co=
crerating universities,who performed their assigmments as part of their degree
work and were compensated, It is felt that the }{/Ms time alloted for their work
was somewnat generous,and their in-country stay might have been used in assist-
ing to institutionalize the methodologies developed, These positions were not
foreseen in the initial planning stage, and this added cost for research on
Item No, 1 in the scope of work (Section B,raze 7) tock away from the full reale

ization of Itens 2 and 3,

With miror exceptions, the evaluaters are of the opinion that the special.
ties and professional status of the personnel provided by the CCs mat or exceede
ed the recuirements dictated by the Cooperative Agreements, The kiring of the
three students from the Instituto Superior de Agricultura (ISA) in the Dozinican
Republic for field data collection, while not creating a major distortion in
the budget, did however add to the cost,and relieved the Banco Agricola from
providing the counter part support as was stipulated in the agreement,

PROJECT QGUTZUTS

This credit project was designed to cevelop methodologies which credit
institutions in LICs could use to carry cut analyses to improve small farmer

credit policies,programs and loan repayment,

2/ Refer to page 14 of ths Final Administrative Report (CSU) for partial
clarification,




This credit projisct was in the main an “Applied-Research Fro;2ct® designed
to test certain hypothases regarding small farmer credit, Specifically,three hy-
pothesss were to te putl to the tast:

a) that much of ihe cdata cellected by the credit instituticne vas not
essential in determining the elipibility of an epplican: for a loan;
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c) to determine the extent by wnich the first two hypotheses would make
lending to emall farrers rmore cost-effective for the lending instd
ution,

The Project outout can be divided into three major areas:

1, Literature Review and Disseminaticn Activities,

2, New or Improved Methodologies,and

3. Unplanned Cutruts,

The final reports of the CCs do not specifically relate the degxee in wnich
the major cutprmis cutlined above fulfill the test of the hypotheces, From txe
reports and in our opimion we feel the following has been accomplished,

Litarature Peview and Dissamination

An Annotataed Bibliography on Srall Farmm Data Collection and Analysis was
prepared by CSU, This bibliography builds upon materials accurulated by the
authors (Timnermeier & Longwell) both during the project and previocus to it's
fording, The listings in the bibliography provide considerable insights on methe
ods and problecms of collecting farm<level data in LICs, howsver from the Authors!
viewpoint little information was found on the advantages,disadvantages,and pro-
blems asgociated with fam record keeping, one of the areas for which an output
was aought by this project,

The CCa wore unabls dus to budget and time constraints to disseminate proje

ect rsults to otner ITds, In cur judgement the dissemunation ou put fell short

1)




of it's park, The CCs interpretsd the ocutput of dissemination of sethodologies as
synonym of publicaticns and towards this end produced at least 12 Occassional
Parers, From this angle,it can bs said that dissemination was over-empbasized, If
however,disgerinaticn is defined as a precess that not only impliss writien rep-
orts but action oriented to reach the intended beneficiary,then this astivity
was only partially acccmplishad,

Project outcuts ware disseminated in the host countries and 1,000 copies of
the Farm Record-Keeping Eocks were distributed in Honduras,and an extensive
distribution of the Enterprise Zudget was made in the D,R, It would have been
desirable to have held a serirar in Washington,D,C, at the conclusion of the
project, and in each of the USAID Missions in the cooperating countries-with
the participation of the CCs and the staff from the host instituticis that were
involved in the project-at which a full accounting of the project outputs
zight have been disseminated, Zcth the Honduras Work Plan (CSU) dated Lk-27-78
and the D2, Plan of Work dated 10-25.79 wers approvad ty AID/W and called for

disserination of information within the host countries and other LICs,

New or Ircroved Methodolomies

Under this heading the research carried out by the CCs produced three neth-
odologies which together with the forms and procedure guidelines full satisfy
the Farm Level Data Collection and Analysis called for as a major output in the
Scopa of Work, These methodologies are:

1, The Enterprise Pudget System,
2, The Farm-Record Keeping System,and
3. The Client Classification Proposal,

Judging from the oral presentations made at the Evaluation Workshop,and
considoring the external factors which occurred during and since the project

L ol . - L " ned o= - - 44 . 4 - AT 1. " il B a a . . . . -
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tries,to investigate the degres of institutionalization of the methodologies,
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We are of ths opinion that the methodologies developed are applicable with

degrees of adaptation in lendingz instituitions in LICs, We judge that it woula

be difficult to institutionalize ceost-affective methodolozies in an institutivn

whose characterisiics are not urofit or cost reduction orientet, The cost eff-

ectiveness and application of the methodologies developed by this project have
not besn fully tasgted dus to the time fastor, A brief dascrigticn of each of
tha methodolozies follows:

8/

1), The Eanterpricse Budzet Systen

Enterprise Budgets play an importcat role in institutions that
finance azricultural production, 3oth the lender and the borrower need
an estimate of production costs and returns to justify rlanned activ-
ity and firancial transaction, The lending institution uses a standard
budget fcr each variety of crop which is then compared to the farzerls
estimatad btudget, In this manner a judgement can be made as to whether
the farmer's production technicues,costs and returms are reasonable
compar=d to a standard, In Honduras,- the experizent revealed that the
credit agents can save tirme(up to 70%) when filling in Ian applications
by using ths pre-determined standard cost figures in the Enterprise
Budgets, A system was developed to compile the standard budget figures,
which are deemed to be cost-effective ‘f properly institutionalized,

41), The Farm-Record Keeping System

In order to detarmine the profitability of each crop and livestock
enterprise on the farm, and to arrive at figures that were statistically
accurate for use in the Enterprise fudget System,it was necessary to
decim and introduce an appropiate farm record keeping system, The book

was degigned to exclude all refersnces <o incime tazes, and was based on

8/ See Annex C attached to this report for further analysis of the
Enterprise Budget System,

550 &
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agsumption that a local caraprcfessional or credit agent from the lend-
ing institution would visit the farmers on a regular basis to make the
required book entries, Use of a paraprofessional was considersd necess-
ary to ensure that the farmers! activities were entered °n a regular
basis,and also assist those farmers who were illiterate, The introduct.
ion of farm record keeping and it's importance to the farmer will take
considerable effort on the part of the lending institutions to make it
effective, The lending isntitution haz the leverage to gain farmer re-

spons because it can make it a procedural requirement for loan approval,

§41), The Client Classification Program

The Client Classification Program 4ppears to be a valuable and cost-
effective ocutrut frem this project, The objective of tlis prograza is to
reduce a Bank's time in processing loans for farmer clients with 2 good
loan repayment record, A basic problea that existed in the lending ins-
titutions was that all clients were treated the same regardless of the
loan size or regayment record, In the absence of any forral methodology
for allocating scarce officer's time,this was aggravating for the farmer
who would have to wait for loan approvals and disbursements oftentime
to the detriment of his production enierprise, The Client Clasification
Scheme in practise actually gives the farmer-borrower a credit rating
which enables him to secure his credit requirements with a minimum of

red tape,

The applied research carried out by this project and the development of
these methodologies focusses primarily on gathering opérational data for credit
institutions (micro-level),in contrast to other titled research perfcrmed in ot-
her world regions which focussed on collecting farm-level data for policy anal-

yois or descriptive studies,

- 16 -




The project demonstrated that accurate and statistically reliable
Fnterpriss Budgets and Farm Records can be produced in a LIC,Additional time
and support is needed to assure that the data collection systems are lully
integrated and supported by the participating institutions, The project est=-
blishes the fact that credit delivery systems to small farmers should have
cost-effective orientation,rates of interest competetive with other capital
zmarkets in the IJC,and the whole farm enterprise be pade profitable, The
Farm Record-lKeeping System and the Enterprise Budget proved to be valuable
tools for use in established groups of farmers,such as Cooperative Farms and

Isrigation Associations,

We are satisfied that both CCs attexpted to institutionalize the meth-
oiologiz: and were successful to a degree, External factors impeded their eff-
erts,and the extant to which the methodologies developed are being utilized in

the host institutions i3 not detarmined,

3 . Training
A further valuable output cf this prcject was the training conducted
by both CCs, Judzing from the reportis, training designs, materials and the nume
ber of participints in attendance at the various workshops and training semine
ars,a good effort was made to illustrats the use of the methodologies and their
importarca for effactive operating resulis., CIffort was zade to train counterpar:s
as teachers and instructors especially in Honduras, The D,R, training program

was not as well supported by the host institution leaving some doubt as to it's
full irn’,:act.

k, Unplanned Outruts

The re-design of the Agricultural Credit Rank Policy Manual,although

not directly related to the scope of work,was another output in the D,R,

k)
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Other unplanned benefits being derived from this project is the dissem-
ination of information being carried out by the Universities and the Profess-
donals involved in the project, These are benefits of no further cost to AID,
Specifically,the Froject Coordinator participated and deliivered parers at
the Secend Internaticral Cenference on Rural Finance in Calgary,Canada, Mater=
ials produced by the project were used in the USDA sponsored summer training
course held at CSU, Szmall farm data collection and analysis is a major toric
of a course entitled "Effective lLivestock and Crcp Management on Small Farms”
offered to students from LICs, During 1981 two CSU graduate ctudents used data
produced by this Credit Project for their degree research,

Drs, Tinnermeier and Dickey are in contact with the World Bank and ID3
for additional funding to support further credit data analysis,and the prosp-
ects are premising,

Dr, Loren Parks is currently teachingz a course entitled YAnalyuls of
Farming Systems" to graduate students at !I,C, Davis College in California,Two
of the students wrotes term papers on agricultural credit and zmade use cf four
of the CST reports, He has made use of materials {rom the Honduras project to
teach "Internaticnal Agricultural Develorment - Micro" to 27 students at an
under-graduate class during the fall quarier at the U,C, Davis College,and has
also appeared on a 30 minute program on KXTV in Sacramento "Focus on Farming"
discussing the topic of Foreign Technical Assistance in Agriculture, He is also
in the process of preparing two articles for submission to apprcpiate journals
on foreign technical assistance,

Judging from the monthly reporis of the Field Professicnals,it would
appear that they spent a large amount of time consulting with other agencies
in the host countries and assisting them to plan targets which wers not direct-
ly associated with the sccpe of work in this project,This kind of activity may
hawe been of value to the agencles concerned and was another zide benefit wnich

the project provided,
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FROJECT MASAGDMENT AND REFCRTING

3
-

Each of the two Universities signed geparate Cooperative Agreements with
AID/Washington, Colorado State !Iniversity had the responsibility of overall
project coordination, The personnel of the CCs develored gcod coammunications,
rRigh =utual respect and a smooth working relaticnship in their progra=zming,
consultation and implementation of activities,

Initial planming for the project to accomplish it's purpose appears to
have teen satisfactory and detailed, In Honduras for exaxzple,the Work Plan
specified five major work areas and a calendar which described these activit-
ies and the time frame for implementation was prepared,

The Field and Administrative Reports are narratively more than adequate
in terms of describing the work activity and the problems encountered, but do
not reflect quantitative achievements =zeasured against the logical Ifranmework
scops of work ard tize frames,

Unfortunsately, this was due to lack of a properly designed mporiing for-
mat,which would have caused the reported data to be assembled on a systematic
and urdfors basis for more effective review and appraisal (by periods) of the
propress and constraints faced by the CCs,

This weakness in the reporting structure should have been detected and
questioned at an early stage by the AID/W Project Manager and the Project Co-
ordinator and remedial action taken,

Several changes in the work plans took place at the host country level,
which de-smphasized planned ocutputs and added other targets to the initial
work plan, l%{e” extra activities were decided upon by the Chiefs of Party
within their respective countries,with only general justification of the mane

ner in which tha ocutput relatad to the main purpose,

9/ Administrasivm Report No, 1 - Oatabar 1678 mceny 29 g 27,

.- . » - - . -
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The position of the Project Manager in AID/W during the ter of this pro-
Ject was filled by four different people, This lack of contiruity in the meni-
toring process by a sinple individual is cortain to have been a factor in the
follow-through and accountability process,

The Project Manarement Coxmittee (FMC) met on three occassiuns cn an anne
ual basis during the implementation veriod of three years,AID/W Froject Manage
ers were in atiendance, The agenda consisted of review cof preject sctivaties,
budget analysis and adjustments, problems, and future plans and activities,The
minutes of these meetings suarize the general discussions,but there was no
in-depth quantitative analysis of the project recorded in the minutes,

It would have been desirable to have had the CCs hold a mee®ing between
themselves at the terminaticn of the project,to evaluate the re-ults and to

ArTive at surmary conclusions and recesmendations of a specific nature on a

Pew .-

EXTeRNAL AND OTEER FACTCRS

The CCs were faced with certain external fastors wvhich impirged cn their
ability ¢o produce the desired results in taras of their origin .l scope of
work, Soze of thegse factors were:

1,) Initially the CSU had difficulty in locating a host country,The Fhilirpines
which had indicated an interest renegged on its commitzent,Then Nicaragua agr-
eed,but due to intermal political turmoil which occurred concurrently with the
readiress to launch the project,again forced the project to be abandoned, A year
following the signing of the Cooperative Agreement 7cU was able to locata the
project in the Nominican Republic, AID/W recognized the difficulty and concur-
rec with 2n extenszizn 2f %imy (n2 bud=eé ohameae) $0 enable CSU to undertake

and completa 4t's task, This series of events addsd %o cost and produced conste

raints for CSU,
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2,) Shortly aftar CSU located it's technician in the Dominican Republic,hurr-
dcane "David" indentified as cne of the worst of this century crossed the Isl.
and,destroving phvsical infrastructure and virtually all of agriculture in it's
path, The ACE was called upon by the Governrent to mobilize it's resources and
22252% in the repabilitation program,This caused ACB(host instituticn) to utili.
te stafl acsizned o the project in this emergency measure,This situaticn coupe-
1ecd t0 powns fallures and other inconveniences created sizeadle cdelays in prege

ram imvlerentation,

7,) Time lost by coniract personnel in obtaining custom clearances, finding
housing and settling in, wvas far greater than anticipated because USAID's were
not supposed to render assistance and host country agencies were lax in their

effort to assist,

3,) The Agricultural Crecit Rank (ACE) in the DR, experienced three crhanges
in the office of it's Chief Administrator curing the tenure of this projece,
This situation did not help in maintaining the project at the cesired prior-
ity level and was a constraint factor in the process of institutionalization

of the methodologies,

5,) Both the AC2 in the D.R, and the RNF in Honduras as s=zall farmer lending
agoncies find themselves under enormous pressure fri~ their respective govern-
ments to satisfy the demands of the!  political constituenciss, Coupled to his
48 the added izmpact on loan portfolic administration and fund disbursezents the
Intarnational lending agencies bring to bear on them, These pressures bring ab-
out premature or hastily arrived at policy decisions and actions,and makes soue
nd inatitutional administration difficult,

6.) Bank liquidity probless, computar break-downs and frequent changes in per-
sonnel recuce greatly any effort o institutionalize =zethodologies and slowed

down the pace of inecountry work, This lack of capability by the host inatitut.
iona to provide efficient :c.ntersars ‘resources,especially in the DK, vas a

definita conatraint factor,
- 21 -



http:constitusnc.es

7.) The instituticnalization process in Heiduras was jeoparcizad by the fact
that within a couple of months of the termination of CSU's work,there took
place a4 complete chanpge in the EZNF's personnel from the President cn dewn,Tnhe
BENF operaticn care to a standstill by orders of the Government,The tank was
reorganized,the nams changed to Banco Nacional de Desarrollo (IiNADESA),and
new officers took over, The extent to which the CSU/CSU concepts and methodol-

cg-es are teizz utiliczed undar ths new manazement has not been determined,

B.) A factor wnich impeded ths CC's instjtutionalization performance was the
low level of managerial capability at all levels of decision making,analysis

and administration within the host institutions, This weakness ~equires ztrsnzth-
ening i these institutions are to become self-relliant venicler Ior crecit

delivery and savings wmobilization for small firmers in these countries,

9.,) Llack of pro“ii cor cost-2ffective orientaiion in the institutions lowers
staff perfor=ance,productivity and morale,This was evidenced by thes lack of
interest on the part of the ACB personnel to attend and participata in the

training courses in the DR, and by the extrexely high level of union aciiv-

ity in Honduras,

10,) The low level of literacy and in cases illiteracy,as well as an undera
standing of the need and function of maintaining a Record System on the small
farm by the small farmer,was indecd a factor and will continue to be a conste

raint for full and accurate data collection for the instituticns involved,

FENEFICTARIES 07 TAE PROJECT

In our opimion,the principal beneficiaries of this project were CSU/CSU

and AID, This research project brought into focus ar ‘dentified improved
methodologiea for data collection at the farm level for COFERATIONAL use by

lending institutions in LICs,which 4f ripgourcusly arplied can &icrue coste
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cutting benefits and improved preductivity,

Tha Universities have produced and added a wealth of data to their 1ib-
raries on the SFCFR progran which ig openly available for use by others,Their
experience in working with and applying the methodolcgles and teshnigques in
the two host countries brought into focus these areas for consitsration:

a) that lending systems in no two countries are exactly alike;

b) be prepared to face problems and constraints not enccuntered
in developed ccuntries,and

¢)recognize that more time is required for the institutionaliz-
ation and disseminaticn process,

AID has benefitted from the exercise in the sense that recognition must
be given to:

a) the fact that Small Parmer Credit Programs are essential and
costly to irmplerment;

host govertment 4o authorize and demand cost-effective oper-

ations from govermrent financed lending institutions; and

b) that there rust be genuine political will on thes part of the
-

¢) that Internmaticnal Lending Agenciss(World Zank,Inter-izmerican
Develorment 2ank, AID,etc.,) shovld seek such comuitments
from Goverrments of LICs before the approval and dispursement
of loans

We ars of the opinion,that the host institutions in this case received
the lesser benefit from the project,bs2cause of the frequent changes in their
administration, Folicy directives or lack of such directives,may have curt-
ailed in great measure the trained employees from implementing the methodolo-
gies and guidelines produced and recommended by this project,

The project however,has increased the knowledge base on data gathering
and small farm record keeping and should benefit all agencies and profession-
als involved in small farmer credit,with the end result that the small farm.

ers in LICs should 4in the leng run be the main beneficiaries,

T, LESSONS LEARNE

The following sugpestions and roemarks appear to te lessons to te lear-
ned from this project:
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1, This was a Research Project and research is often diffic1t

to measure,unless the goals are spelled cut in specific meas-
urable terms,nWe believe that future undertakings of tiis nature
should establish quartifiakle targets for each goal in *he scope
of work, rericdic reports by contractors would then shcow progress
achievec measured acainst the targets and time frames establisred,
Changes in gecals would be undertaken under joint approval by all
parties tc the contract, harrative reports on rerformance would
be reduced in size and confined primarily to an explanation of

the variables,

2, We are of the cpinion that future AID projects of this nature should
have one rmain contractor,who might then sub-contract for srec-
ific sidlls and kmcwledeoe to otner Universiities, we believe that
an intensive effort was made by the Project Cocrdirator to maintedn
a high relationchip level hetwean the two CCs with the result that
no intra-~ccntractor croblems erupted,but the time devoted to disc-
ussing different scenarios, protlems and optiorns,togcther wita the
visits made ‘o host countries by Professionals frcm each of the
Universities, if measured, would prove costlier than if each pro-
Ject would have been implemented under totally separate and unrel-
ated contracts,

3. In attenpting to institutionalize new or improved cost-effective
rethodologies in small farxer credit agencies in LICe,the solvency
goal of the regpective lerndings agency should first be analyzed,
This is important for two rcasons

cult to inctitutionalize cost-etleciive measa

in an i.St¢tJt1 n whooo characterisiics are not pro-
fit or cost orienwvec,and

b) an inselivent develorment bank cannmot truly be a develorment
bank other than in rnaze,
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4, The OSU/Honduras experience confirms the theorV.....

1/

that "passivel peasants! resistance to change

could be overcome if they become involved in

making group d2cisSioNS,csees
This theory was confirmed by the CSU/H in discovering that the
Intercrise Budget and Farm Record-Keeping Systems were more read-
ily received and utilized by the Cooperative rarm and JTrrigation
Groups, than by the small individual farmer who operates in isola-
tion from a cohesive economic and social activity, This would
point to the need to organize the zmall farmers into cooperatives
or other like groups.

J. RECOMENDATIONS

1, This Evaluating Team concludes that the three main methodologies pro-
duced by this project,nacely, i) Small Farmer Record-Keeping System, ii)
Enterprise Budgets,and iii) the Client Classilication Program are usaful
and cost-effective operational tools for generating statistically valid,
micro-level data, to be used by lending institutions in LICs for their
small farmer credit programs, We concluda further that to zttempt to mar-
ket this package of methodologies or any portion of it, in and by itself,
would not prove to be cost-effective unless the lending institution in a
LIC is profit or cost-reduction oriented to begin with,

Therefore , it is recommended that this package of methodologies be
marketed as an ingredient of a larger mora comprehensive package.designed
to strengthen managerial capability, improve productivity, and enhance
the overall operations of a lending institution in a LIC,

2, The experience derived from this project suggests that in applied-

research experiments,the activity should be confined to a small geogra-

11/ Referred to on page 53 of the PAR for this project.
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phic area at first, This enables the investigating team to iron our wrinke
les, to analyze results, and to decide with a greater degree of firmness,
the approach to take for arplication of the methodologies on a regional

or nationzl levs=l,

To enable USAID Missions and lending institutions in LICs-as well as
cther intorestad agencies and professionals involved in small larzer crede
it programs-to become informed, assess the value, and decide upon the use
of the methcdologies produced by this project,it is recczmended that AID/W
engage one of the Cooperating Contractors to design and pack-ge a summary
marual, Such a manual would describte the methodologies, outl'.ne the steps
and procedures for their implementatinn, ard point out the potential cost-
effective benefits to t2 derived from their use,

To assure wide distributiocn and positire enc-use resul<s,this manual

must be translated into other principal lang:ages,
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3 SMALL FAMZR CRZDIT REPATMENT AND FROFITASILITY FROJECT

}.ist of Docu=snts made available for the Evaluation Project:

1.Projact Authorizatiocnand Request For Alloitment of Funds and /Lmendment(AID),

2,Project Evaluation Sucmmaries- Nes, 1,2 and 3,(AID)

J.pProject Agreement ATD and the Banco Nacional de I-‘c:ﬂnto/-_ He

(5

8.

9.
10,
1,
12,
13,
14,
15.
16,
17,
18,
19,

20,

Ceoperative Agreezent No, AID/ta-Ca-i with CSU,Projsct No,971-1134.01,
Cooperativa Agreerent No,AID/ta-CA-3 with CSU,Froject No, 951=113%01,

fasic Memorandum of Agreement between CSU and OSU, ‘ ;
'P;emorandtm of Understanding between RNF/Hunduras and Cooperating Universities,
Memorandum of Undersianding between AC3/Dom,Rep, and Cooperating Universities,
Revised Work Plan for Ronduras Project(11/6/78) CsU,

Fonduras Project Work Plan(April 27,1978)CSU,

Flan of Work For The Dominican Republic (10/25/79) CsU,

Field Reports - Dr. Thezas M, Dicksy (CSU/Nominican Rapublic),

#eld Reports - Dr, loren T, Parks (CS!/¥anduras),

Planes de Inversion para franos Rasicos En Hondura.s,1980.'

Managin; Szall Farmer Credit/Honduras (CSU),

Records For Small Fan:s/Fonduraa (C5U),

Swall Farzer Credit Project in Honduras (OSU),

Annmual Review(Year 2)Small Farmer Credit Project/Honduras dated 7/29/79 (osu) ,
Training Programs For Agr,Dev, Pank Personnel/Honduras (OSU),

Production Loans to Groups of Farmers in Honduras (GSU),

Annual Report 1977-72/Honduras (0OSU/CSU),

Enterprise Budgets (Parks,Rockeman 4 Walker,IDS No, 80-1)0SU,

Occassional Papar No, 1 (Minnermeier & Longwell) GSU,

Production Costs For Anmual Crops,1980 - Paper No, 5 (Dickey) CSU,

Naveloping Tami Fnlerprize = Paper No,A (Tinnonseisr & Dickay) CSU,

Pam Procduction Data for Credit Promrams in TNC'a - Paper No, 7 CSi,

+es continucd on noxt paze




1ist of documents contimied.see.

27. An Fxperi=ent with Farm Record Reeping in the n,R, - Pa—er No, 8 CSU,

vings:

o

28, ¥imies of the Project Committee Me
a) Denver Meseting - Sept, 12-13,1977
b) Stillw=zier,fkla, Meetinz Sept 21-23,1978
¢) Yoscow,Téaho Meeting July 29,1579,
29. Erd of Tour Report - DNickey,CSU,
30, Acmimist-ative Report No. 1 (9/26/77 to 9/30/78) CSU,
31, Mimiristrative Report No, 2 (10/1/78 to 9/30/79) CSU,
22, Ad=insitrative Report ¥o. 3 (10/1/79 <o 9/30/80) CsU,

33, Final Ad—inisirative Report - December,1951.
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Annex '"'C"

CRITIQUE OF ENTERPRISE BUDGETS

The mecthodologies applied in each of the CCs were not the same nor
essentially new, 1In fact, modified versions of them have been us=zd by some
government institutions in both countries. The orderly fashion of data
collection and estimation procedures and the level of disagregation of the
budgets are the main contributions of this SFCRP project.

The methodology applied in the D.R, was more sophisticated than the one
tried in Honduras, but ig was similar, to some extent, to the methodology that
the Planning Division of the Ministry of Natural Resources of Honduras had
been using.

The hizhlights of the methodology applied in the D.R, were differentiation
of five levels of technology and five types of soils for each crop and the
methodology considered only variable costs for non-perennial crops.l

In the case of Honduras, two methodologies were applied, one for
non-perennial crops and the other for livestock. The first one differentiated
three levels of technology (using crop yield as proxy for technology), and
emphasized fixed costs. This methodology focused also on farm level prices
for both inputs and products. Undoubtedly, this process improved to a great
degree the existing budgets in the Development Bank in Honduras, but it would
have been desirable that the methodology had proposed a model for forecasting

L

future prices.-

=110 =

A/ The emphasis in non-perennial crops may be axplained from two points of
view: first, small farmers in the CCs concentrate in the production of
basis arains; second, budgets for perennial crops require a great deal of
LN EO Pilen s ¢

2/ Simultaneously with OSU activities, the Planning Division of the Ministry
of Natural Resources was pathering information on enterprise budpets
following a somewhat similar methodology to the one applied in the D.R.
This office was also using a price forecast model for predicting future
crop prices,

J




The level of detail of beth methodologies suggests that thair objectives
and potential users were different. In the case of the D.R., the methodology
seems to b2 more appropriate for policy analysis if used as a component of a
sectoral analvsis model (using linear programming as a technique). 1Its

valuation is also relevant, but it is not the most

(4]

potencial for project
appropriate for credit use, much less if small farmars are the target group.
Tho gathering of basic data and computation of the budgets require a level of
training bevond the capabilities of the '"average' credit agent in LICs. SEA
technicians, mainly agronomists with training in economics and some with M.S.
degrzes in dgricultural cconomics, were key to the development cf enterprise

arents sarticipated mostly in the process of collecting basic

rt
o
or

(49
'

hudgets, |

Y

data.

In Honduras, the collection process and computation of budgets were mostly
assigned to credit agents with adequate training. The differentiation of
three levels of technologvy for each crop took iato account the level of formal
training and experience of the credit agents. The addition of fixed costs to
the tradizional variable costs used bv BNF made the methodology attractive
to bank technicians., The methodology nroposed for livestock in Honduras did
not have the expected impact and acceptance in spite of the somewhat low level
of sophistication (tatic analysis of a onme-year period). 1t appears that with
more traiaing credit agents would feel more confident in using the proposed
methodology.

The "quality" of the enterprise budgets will be discussed from two poins

of view: first, their statistical validity; and, second, their practical
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usefulness. Statistically, the estimated budgets are not reliable. Each
budget was estimated based on five interviews and used average figures. The
justificazion for a sample of five farmers came Irem the research ~ork done in
the D.R. The rescarch assistant in the D.R. analyzed the effect of two
approaches and two sample sizes in estimating anterprise budgets. The two
approaches were data generated dby credit agents vs. data obtained from random
samples. The -wo selected sample sizes were €ive and thirty for each
population {limited to a region). The main conclusions of the study were that
enterprise budgets generated by credit agents differed significantly {rom the

ones Sased on random samples, but there was not 2 significant diftarence among

budgers estimated from difrerent sample sizes. In other words, there was not

(3]
ve,
'
v
(8]
rt
@]
Ve
L1
w
3
A9

an p size in estimating enterprise budpets, and, therefore, a

[ g

sample of Zive would zive an "acceg akhtla" asrimate as o samplie of a larger
number. This conclusion should be zaken with ertreme caution for the
following reasons: first, the study was restricted to only one crop, rice;
second, the sample sizes were taken from the "air," there seeing : 90 valid
statistical justzification for the two figures. (The priorli estimation of the
standard deviation of =ach population necessary {ar Jdetermining the adequate
sample size for statistically valid astimates were not done); third, average
figures from a sample of five could be mis-leading if the nopulation were not
uniformly Jistributed. (The most {requent value, i.e., the "mode 1" could give

a better astimate than the average value €50 relatively large population; and,

fourth, the supposed "random sample' in most cases became non-random because

the credit irents were asked to identify and interview the Yrost

reprosentative farmers for sach crop, type of technology, s0il class type, and




other level of detail of the budgets. Based on these considerations, it would
have been desirable to replicate the study before generalizing the results for
one crop to all crops.

For the practical purpose of a financial institution, the quality of the

.

enterprise budgets may be acceptable., 4 recent Colloquium on Rursl

-
-
.

inance
concluded, among other things, that credit is "fungible'; therefore, efforts
directed toward supervising or controlling the use of credit for specific
crops or activities is not always desirable nor successful. In spite of any
police action a lending institution may take, it is likely that credit will be
channeled to its best alternative rather than its targeted use if this last
happens to be less profitable. Given this premise, the enterprise budgets
might be useful for estimating the demand for cradiz, but for attempts Lo

' loan repavment capacity may not be sssential., 1If that is so
pa; P ) b )

measure farmers
Maccurate" and "reliable" statisctical estimates are desirable but not
critical. Budgets differentiated by technology and by regions or sub-regions
seem desirable, keeping in mind the purpose of these budgets; tha' is, to be
part of the operational plans of financial institutions. The need of random
sampling within each population is not evident. Sampling ''representative
€arms" might provide adequate information for financial institutions,
especially if the selection of those representative farms are done jointly by
credit and extension agents.

In LICs with shortages of highly qualified human capital and limited
rosources for research, the concept of "second best'" applies; that is, the use
of methodologies and approaches that are readily accessible to technicians who
will be using them, rather than sophisticated methodologies which may provide

statistically acceptable "estimators' but require a hizh level of training for

their use,




April le, 1982

Dr. Ronald L. Tinnernmeie

Department of Zconomics

Colorado State University

Fort Collins, Colorado 80523 :
Dear Ron: '

Thank you for your response to the final evaluation report of the

"Small Farmer Credit: Profitability and Repayment' project. Your points
are well taken. As vou mav recall I argued at the evaluation workshop
that the cooperative agreements were the binding documents, not the
project paper, as you presented in the second point of your letter.

We are in complete agreement on this point. As you stated, several of

vour points were relatively minor but I feel all were presented fairly
and deserve wentioning in the documentaticn of this project. Your
comments will be atzached to the PES,

We are interaested in the writing of a summary manual as recommended
in the evaluation report. Once I hold discussions with the Rural
Development Office I will let vou know what develops.

If T can bea of any further help to you let me know.

Sincerely,

-'ff.u:fsi.. R, Mo cers

Ralph R. Harnson

Economic Policy and Planning Division

Office of Agriculture
Bureau for Science and Technology

cc: Dr. Dan Badger
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April 2, 1982

Mr. Ralpn Hanson
ST/AGR/EPP
Agency for International Davelopment

- - -

nasnington, 0. C, 20323
Dear Ralpn:

1 delayed in responding to the Credit Project evaluation report until Tom
and Loren has a chance to read it. My comments will include their
observations as well,

Generally, the evaluation was a fair and relatively balanced assessment of
the project. I know evaluating a project without visiting the countries and
institutions in question is a difficult task. However, we do have a number
of comments--some relatively minor, while others are more substantive. The
comments ‘ollow the order of the report and are listed for brevity:

goal to increase small farmers' incomes and to reduce delinguency is
long-term develooment objective, To expect a two-year project (in
country), wnich is testing some colleczion methodoicgies, to increase
incomes and reduce delinauency is unrealistic. (Page 4) Cbviously, we
211 use different definitions of goals, ourposes and objectives

T

~a

(Page 6-7) The Coop Agreements specified that project objectives and
ouzpuss (scope of work) were to be agreed upon by tne Cooperating
Contractors (CC) and the host institution, with the local USAID mission
concurrance. Illustrative objectives and outputs found in AID's internal
Project Paper and other earlier documents should not serve as a basis for
evaluation. There seems to be some confusion on this. The binding doc-
ument for the CC was the Cooperative Agreements as amended and the in-
country plans of work.

3. The initial funding for the CC was S787,793 as specified in the two
Cooperative Agreements. Colorado State Unfversity's level drooped to
5400,32% in Amenament 1 (primarily due to a snift from the Pnilippines to
Central America). The 540,000 increase indicated on page 7 must have
bean internal ¢o AID before the Cooperasive Agreements. (My final figures
agree witn those on page 9.)

4, (Page 10) The evaluators sugges: full line-item flexibility was 2
weakness put dio not demonstrate now shoula flexibility diminished acnieve-
ment of project objectives. Do they suggest less flexibility in project
resource allocation will improve the prospects of achieving project

obl~-1ves?

5, (Page 11) These figures are wrong s are the supporting statements, The
25.5 m/m for CSU field professionals 1s only for Dickey. Longwell's work
in the Dominican Republic makes up most of the 25 m/m iisted unaer
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April 2, 1982

Mr. Ralpn Hanson

ST/AGR/EPP

Agency for International Development
washington, D. C. 20523 -

Dear Ralph:

1 delayed in responding to the Credit Project evaluation report until Tom
and Loren has a chance to read it. My comments will include their
observations as well,

Generally, the evaluation was a fair and relatively balanced assessment of
the project. I know evaluating a project without visiting the countries and
institutions in question is a difficult task. However, we do have a number
of comments--some relatively minor, while others are more substantive. The
comments follow zhe order cf the report and are listed for brevity:

1. A coal to increase small farmers' incomes and 10 reauce delinguency 15
2 long-terr development objective, To 2xpect a two-year project (in
country), wnicn is testing some colleczion metnodoicgies, to increase
incomes and reduce delinquency is unrealistic. (Page 4) Cbviously, we
all use different definitions of goals, purposes and objectives.

ra

. (Page 6-7) The Coop Agreements specified that project objectives and
au=outs (scope of work) were to be agreed upon by tne Cooperating
Contractors (CC) and the host institution, with the local USAID mission
concurrance. Illustrative objectives and outputs found in Al1D's internal
Project Paper and other earlier documents should not serve as a basis for
evaluation. There seems to be some confusion on this, The binding doc-
ument for the CC was the Cooperative Agreements as amended and the in-
country plans of work.

3. The initial funding for the CC was S$787,793 as specified in the two
Cooperative Aareements. Colorado State Unfversity's level drooped €0
$400,32% in Amendment 1 (primarily due to a shift from the Pnilippines to
Central America). The $40,000 increase indicated on page 7 must have
hean interna] %0 AID befare the Cooperazive Agreements, (My final figures
agree witn tnose on page 9.)

(Page 10) The evaluators suggest full line-item flexibility was 2

weakness oput dia not aemonstrate now shoula flexibility diminished achieve-
ment of project objectives., Do they suggest less flexibility in project
resource allocation will improve the prospects of achieving project
objectives?

I

5, (Page 11) These figures are wrong as are the supporting stateménts. The
25 .5 m/m for CSU field professionals {s only for Dickey. Longwell's work
in ¢t

Y¢

he Dominican Republic makes up most of the 25 m/m listed under
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"non-professional and support staff." Thus the total field professional
time was about 37.5 m/m rather than 25.5 m/m, In terms of m/m, the
statement that "CSU did more work on campus than in the field" is just
not true.

(Page 12) The guestion of the appropriate level of on-campus support
associated with overseas projects is a historical one, AID feels the
levels usually are too high and the universities feel AID wants to cover
only the marginal but not the fixed costs associated with international
development work, We obviously need to continue the discussion of this
important question.

Kurt Rockeman was not a graduate assistant while in Honduras. The
returns (output) per project dollar invested in both Rockeman and Longwell
were very high and were of direct benefit for reaching project objectives.

The use of ISA students in the DR has nothing to do with the Bank's
non-compliance in providing a counterpart. In fact, the Bank provided
six employees full-time for three weeks for that same data collection
effort. Tne minimal payment to involve ISA students was to: (a) provide
further training on farm-level data collection, and (b) help establish a
link between an operational agency (tne Bank) and an academic/research
institution.

(Page 13) The threae hypotheses listed came out of the M, S. research
work of Longwell. They were used to guide his work but were never part
of the objectives of the Cooperative Agreements or the respective in-
country plans of work, To completely test those hypotheses would have
implied greatly modified plans of work.

(Pages 17 and 22) We do not agree with the evaluators' statement that
there was a lack of interest in trainina on the part of Bank employees in
the DR. The training in the DR was restricted entirely to the methodology
for collecting data and this restricted the participants to those helping
with that effort. In fact, participation of the Bank credit agents was
superior to that of SEA employees.

The effective institutionalization of the methodologies tested by the
project and use of the budgets in the credit delivery system was consid-
ered to be extremely limited by the lack of consistency in the Bank's
entforcement of "official" policies and rules. The absence of a functional
Credit Policies Manual is the principal cause of that inconsistency. If
we are to be criticized for not completely institutionalizing some data
collection and analysis methodologies, then we should not also be criti-
cized for working on Bank policies and rules affecting field operations
which allow and encourage such institutionalization. Besides, in the DR
most of the work on the Policy Manual was performed by three Bank employees
working for a three-month period, Little direct project time was involved.
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10.

(Annex C and Executive Summary) The evaluators seem to consider that

only one budget methodoloay, one record book methodoiogy, and one client
classification system were produced. We feel the most significant out-

put o7 the project was the testing of alternative budeet ana farm reccrds
mothodelocics and evaluating the conditions under which croecific appreaches
might be used. Tne budget methodology in the DR might have been more
"sopnisticated" in the data collec*tion pahse but the Honduran approach was
more "sophisticated" in that it included fixed costs. Neither approach is
"new" but testing to see if they can be used operationally in a developing
country is relatively new.

Over the life of the project we have continually heard that the MNR in
Honduras was producing similar types of enterprise budgets. We have yet
to see proof that: (a) the MNR had a consistent methodology (other than
a form to be filled out), (b) that their budget results would be repro-
ducible, (c) that the budgets represented different technology levels,
and {d) that they were suitable for use in the Bank. We feel the project
gid sianiticantly add to what was already being done on budgeting in both
countries.

We agree with the suggestion that a modei for forecasting future prices
would have been desirable, however, estimating farmgate prices will take
years and would have greatly shitfted the focus oT the project.

The discussion on the question of statistical validity is a little
confusing. On the one hand, we seem to be criticized for developing
methodoloqies which might not be cost effective, then we seem to be
criticized for not obtaining statistically valid sample sizes. That
would indeed be expensive! Given the operational deficiencies of most
aq development banks in LICs, we submit that our approach of generating
a few, nigh-quality estimates at relatively low cost is most appropriate.

tatistical validity does have more relevancy when data are collected
for policy analysis. The collection of data for use by credit agents
and credit institutions, at least in the short run, has more limited
objectives.

The previous points are made to clarify certain misconceptions (from our
point of view) and errors in the evaluation document. The length and number

of comments should not be interpreted to imply that we are upset by the
evaluation. Aagain, let me emphasize that we feel the evaluation was reason-

ably fair and balanced, given the materials and time available to the
evaluators.



Mr. Ralph Hanson
Page 4
April 2, 1982

Finally, we would be interested in further discussion of the writing of a
summary manual for wider distribution, as recommended on page 26, if AID
is 50 inclined.

Sincerely,

Dr. R. L. Tinnermeier
Professor of Economics

RLT:njb
cc: Dickey
Parks

Osborn
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Uinforttnately, cnly the cn=campus professicnals
grasped how much that they and Rurt Rockeman contriputed to
thelivrojecsi Tt iisiobviicusiEt haltSthelimnortancerorthese
people was not reported to your evaluaticn team on December
§-10, 1681 in Fort Collins. In view of the significant
inputsinto thelHondurasipzcjact Lyron=camphsipreiessionaly)
it should have been very important to ycur Zfinal evaluation
efforts to have had 0SU faculty repressntation at that
Diocember 8=20 108 1Emeating W TERigisigniZicanch totindicace
that Loran Parks re sxgﬂed from the OSU faculty two monthe

after his return from Honduras, and has had no coantact with
our faculty since that time., Certainly he was not the
appropriate perscn toc represent OSU in the £final evaluation
meeting. Our specific comments on the final evaluation
report follow.

Page 4 (Executive Summary). (Par 3). The criticism is
invalid: "personnel component cf the Project was "top-heavy
with on- canpus precfessicnals whose contributicns coula have

been extremely valuable, but difficult to discera" Ron
Tinnermeier, Loren Parks, and/ocr you could na"° emphasized
why we wantec on-campus professionals invclvac, asi I aave
spelled ottt abcve, Iz is &lso pertient thac AID/washinston
persoanel (Bill Merrill, and later, John Dav) Zzltithe
involvement of on=-campus professicnals would provide a cadre
or nucleus of interested and exper-.enced L--x'_'ers“:.y
Agricultura Econ mists to work on fucture AID projects in

developing countries,

Bottom page 4 and top page 5 (Zxecutive Summary)., The
project was initially funded ‘or three years, with tha Zull
expectation that we were working on a five year project,
Certainly, had we been able to cohtinue the project for two
additional years, we cculd have instituticnalized "e"‘a,':n...::
packages of recommendations, as well as sponscred WoOrishops
in Latin America and else -c:::.z:e to aisseminate methodology we
developed and implementad in ENF in Honduras, These
follow-up workshops to involve AID and Bank perconnel of
other countries were discussed at length by us and
AID/Washingtcn project managers (Ferguson, Ruppracht and
Hanson) but never were implemented due to lack of £financing.

Page 6. My title was OSU Project Coordinator. Ron
Tinnermaier is rfrom CSU, not OSU.

Page 7. (Par. on life of the project) The 0OSU part
of the project was completed and all reports prepared by
August 31, 1980, Wwe cid not receive an extension and we did
not receive any of the $40,000 increace in budget mentioned
in the next pacagraph.




Page 8, (List of peccolae at evaluation workshop)
Loren Pa:}:s did not cariry the title ofl Chief of Party
(CsU P:‘uras}. He Wwas our Pield Stafi or In-Country
P;.o‘c...aml . we had no Chier of Party.

Pace 10, (seccnd par. and No, 2-Table)l TIn developing
the budget with Virginia Ferelli, AID Contractor, we were
giiyranielfiinelsittaniilenib ity toNsnist s undst t also saould
ba pointed outcr that when the initiall budget was daveloped,
CSU was reguired by state law to compute only $35 per day
for internaticnal travel. Conv se‘y CSU used the GTR
published rates, which were much higher. Virginia told us
that when CSU regulations increas2d the per diem to higher

rates, and/or were amended to allow use of GTR rates, that
she would amend the budget to increase the travel part.
Also, after the project was implemented the federal
government initiated the requirement of Overseas !iorker's
Compensation (OWC) insurance which was not covered in the
budget., Virginia told us that the budget could be amended

laiter to 1 ude this required cost item also,
Unfortunately, due tciibudget constraintsiand Virginials
untimely <death, CSU was not compensated for cthe $10,000 Zcr
oWC, noz for the autheorized GTRuper diem rates. We also
absorbed Loren Parxs! salary for two months aftar his raturn
to tha U.S., while he was on vacation and working on the
final reports on the project. In the table of inputs on the
pcttem cf page 10, it should te noted that wa absorbed that
additional salary cost. In essence, OSU spent more than the
$323,520 we were raimbursed by AID. So the budget was not
fudged to just accident all} balance. Also in the Table on

bottom of page 10, the initial budgetad M/Ms ZIor non
profezsionals and support staff is an "eguivalency
figure" of 30 on the basis that 5 M/ms of nonproiessicnals
and support staff salary egual 1 fulltime professional
salary. This was calculated by me in consultation with
Virginia Perelli, So 30 M/ms should be changed to 6 M/ms
professional equivalent, a footnote should indicate the
conversion factor, or else the adjusted budget M/ms and
Actual M/ms should reZlect 30 also. Somewhere along the
line, the equivalency factor was lost. In addition, Kurt
Rockeman worked in Honduras for 20 months, which were
converted to 10 months on an "equivalency" of calary of full
time professionals on the basis of 2 for 1. 1In reality,
Kurt's time in Honduras should be credited at 20 man months
as he was a full-time professional in the country /not
working on thesis research).

Pace 11l (last par.). Thiag criticiesm absut top heavy
on-campus professional service in the casa of OSli is not
justiflied. See my earlier comments in this lecter and also
the letter 1 wrote to Karen Wiese on Septumber 27, 1979,




Also, the addition of Kurt Rockeman to the Eonduras
componentisigniitiicantlyincreasect thetfnatiicontributiconsiot
the OSUlproject ‘and was a net lncrease 11 in~ccuncry
proressionaliinpusiincobtnelprojectithati wasinocioriginalily
commitead by OSU., Roh Tinnermaisr and Loren Parks couwld have
elimiinattacthisicontinuiiigicriticisniotstnefconsiitantsiiy
the repcrt by a few well placed comments on the significant
input by on-campus precrfessionals,

No mention isi made anywhere in the report that OSU

[

on-campus £

CSU project e 1 Walker in.the Phillipines, me 1in
Nicaraguay nd Mike Harcin, Dean Schreiner and 0cdell Walkar
in the Dominican Republic). Also no mention is made
anywhere that Dean Schreiner and 0dell Walker traveled to
Washington and presented a seminar at your and Rollo
Ehrich'!s invitation, where the benefits of the Honduras
project on farm records and budgets were presented and
related to how our knowledge base could be transferred to
other developing countries in Afica and elsewhere. It is
ignificant that Xaren Wiese raguested and took the Honduras

=1
sted in the early davelopment oI the
1

.

repores, farm rsccré becorxs and other OSU develcped materials
to EcyDLy,

Page 12 (=zecond par.). Kurt Rockeman was a research
associate, nct a research assistant. Xurt completed all
his MS reguirements, including his thesis, under Odell
Walker's supervisicn at 0SU before leaving Zor Henduras in

]

r

November 1578. &He did not perform his assignment as part of
his degree work and thus, was not csupsidized by the AID
budget for thesis research as the report implies. Xurt was
an integral and valuable part of the team, trained and
thoroughly briefed by OSU on-campus professionals (Wallker,
Mapp, Hardin, Williams and myself) on what had to be done by
him in Honduras ana how to go about it., Therza was not acded
cost to the AID-0SU budget for MS research, and funds were
not diverted from items 2 and 3 in the scope of wocrk.

Pages 13 and 14 (Literature Review and Dissemination).
Failure by AID to extend the project for years 4 and 5
resulted in possibly inadequate dissemination of the
methodologies developed., However, we have done everything
we can at OSU to disseminate the methodologies thrcugh
£illing requests for the reports, through phone
conversations, and through incorporation of many of the
materials developed in Honduras into our courses on farm
records, farm management and agriculcural f£inance., We also
have presented papers and seminars at professiocnail
assoclation meetings (AAEA, SAREA, WAEA) and at other
Universities, as well as to perscnnel in AID/Washingtcn,
where we have disseminated rasultg of the reszezrzch
methodolcgies developed and other experiences in Honduras.
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