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ABSTRACT

wuUuild

e cpace prov

The Project was begun in 1978 and reprogrammed in 1984. This final ewluation, carried out in Qctober
1986, was intended tor 1) determmine the econamic and social inpact on the four small famer cocperatives
inwlvwed, 2) ewluate the econamic inpact of loans provided to four privete fimms for processing, and
marketing wegetablesy; and 3) determine the institutional participation in project inplementation and its
effect.

The ewaluation was carried out by a fiw person team, caposed of two U.S. and three Quatemalan
persamel, ovwer a two week period. Previous studies, ewaluations and reports were reviewed and interviews
subsequently held with persons inwlwed in the project. In addition, extensiwe data were collectaed fram
managers o selected fimms, both private and cocperatiwe, as well as DIGESA persamel in the regions served
by these fims. Also, a saple of famers was interviewed by the team.

The major £indings and conclusions of ths evaluation weres

* 'I'her@mgrannirqcfthe&nauFannerMarletirngJe:tinl984wastimelyardtumedanmswcessful.

project into one that was relatiwly swcessful.

* Ioans to priwate sector fimms lawe been fully utiltzed, and most of the fimms receiving USAID funds
through private financieras gopear to be gperating successfully.

*  The project has had a net positive impact on wamen and children.

*  Previous management and adninistrative assistance provided by the Swiss and other donors and the later
assistance provided by USAID to Quatro Pinos and Magdalena cocperatives has been instrumental to the success

.cf these graps.
* The lack of good management has affected one of the priwate businesses and two of the comerativwes. .

Further management training is needed.

* The mowement of funds from the lending agencies to the cogperatives was unacceptably slow. Priwte
fims also lawe suffered inordinate delays in meeting lending agencies' reqiirements.

* Inwstments in technical assistance hawe yielded exceptionally high retums. A better balarce between
TA and cgpital assistance would have been desirable,

*  QOoperatives are perfoming mmeros functions which should be pm\d.ded by other institutions,
especially early in the life of the cooperatives. .

* The Coordinating Camittee is not furctiming asintmded, and USAID ‘has tadtoplay an inordinately
strong role in the project oversight.

* The degree of market access for Quatemalan non—traditional exports is much too narrow. BExpansion of
market penetration efforts is badly needed.

* The project has made a substantial contribution to the USAID strategy for Quatemala. The other
continuing USAID projects should ensure that the progress made to date will continue.

L EVALVATION COSTS

1. Evaluation Team . .
Namo Affiliation Contract Number OR Contract Cost OR . Source of
, I . TDY Parson Days TDY Cost (USS) Funds-
Melvin G. Blase Texas Tech University 1ac-0000.7-0- 28,500 ' PD&S
C. Kenneth Laurent Texas Tech University  3046-00 .
2 Local Hire :
Specialists

2. Mission/Office Professional  , 3. Borrower/Grantee Profess'onnl4
Stafl Person-Days (estimate) Stalf Pergon-Days (estimate) _*
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SUMMARY

A.1.D. EVALUATION SUMMARY parT

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try not to exceed the 3 pages provided)
Address the following Rems:

® Purposs of activity(ies) evaluated * Principal recommendations
® Purpose of evaluation and Methodology used ® Lessons leamed
® Findings and ¢onclusions (relate to questions)
Mission or Otfice: USAID/Guatemala Date this summary prepared: 2/7/89
Tile and Date of Full Evalustion Report: 210 Evaluation of Project 520-0238, Small Farmer Marketing;
October 1986.

1. An evaluation of the. Small Fammer Marketing Project (520-0238) was made during
the period October 7-31, 1986. The project was originally begun in 1979 and was
reprogrammed in May, 1984. The project ended on December 31, 1986.

2. The purposes of the evaluation were to:
a. Determinate the econanic and social impact on the four cooperatives
involved - Cuatro Pinos, Magdalena, Los Manzaneros and Flor Patzunera.
b. Evaluate the econamic impact of loans provided to four private sector
firms for processing ard marketing vegetables; and
c. Determine institutional participation in project implementation and effect.

3. The methodology included a review of the scope of work with USAID officials,
review of all relevant reports and documents, interviews with knowledgeable
persons, visits to three of the ocooperatives and the four private fims, collection
of data over a two week period fram farmers and others by three Guatemalans, and

- finally a review of this report with USAID officials.

4. The amended project provided US$2.3 million in USAID loan and Q.8 million of
grant funds for the cooperatives and US$l.1 million in USAID liocan funds to the
private sector for fruit and vegetable processirg and marketing.

5. As of the date of the evaluation, the Banco Nacional de Desarrollo (BANDESA)

~had authorized loans fram USAID funds to the cooperatives as follail7:

Cuatro Pinos , Q. 678,140
Magdalena 644,771
Los Manzaneros , 171,000
Flor Patzunera . ’ none

The Bank of Guatemala had authorized USAID loans funds to two private
financieras which, in turn, made loan camiitments to private sector firms as

follows:
Verdufrex $ 500,000
CI1USsA , 485,000
Gato Gordo 75,000
Susano F. Reyes 35,700

1/ Th= official rate of exchange during the life of the loan was US$1.00 = Q.1.00.
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BUMMARY (continued)

6. Background infomation was obtained on each of the four cooperatives and an
analysis made of: 1) their present status; and 2) the use being made of ‘the funds
provided by USAID. Also, the interviews oonducted by the Guatemalan personnel
provided an insight into the effect the cooperatives were having on the
socio-econanic well being of farmers and their families.

7. Interviews were conducted with owners or officials of the four private fimms
receiving. USAID loan funds. The interviews included questions as to the use of the
loan funds, effect on the fimms' output, the effect on exports, and information on
the impact of the fimms' operations on the small and medium size farmers providing
the raw products to the plants.

8. USAID Loan funds were channeled through BANDESA (cooperatives) and the Bank of

Guatemala to the private financieras which, in turn, loaned to private fimms for
processing and marketing. BANDESA's credit application process, feasibility
analysis requirements, regulations, disbursement and implementation processes were
analyzed. The evaluation revealed wide-spread discontent over BANDESA's handling
of loans to cooperatives.

9. Loans to the private sector by the private financieras were either fully or
partially disbursed, and the funds that had been disbursed had been utilized to
improve and expand operations of the four private fimms at the time this evaluation
was made. However, this apparent rapid movement of funds concealed the fact that
sane of the private fimms had been working on the loans for a considerable period
before they becane available to the financieras. Also, the loan guarant~es were
very stringent and burdensame to the borrowers. '

- 10. The cooperatives, with the exception of Flor Patzunera, received considerable

institutional support fram USAID, the Ministry of Agriculture, and, especially
prior to the reprogramming in 1984, the Swiss. The support provided by USAID in
financing audits, preparation of accounting and adninistrative guidelines, and
supporting salaries of the managers of three of the odoperatives has been crucial
to the cooperacives.

11. A Coordinating Camittee was formed as the primary adninistrative unit of the
project. It oonsisted of representatives of USAID, USPADA and BANDESA. The
Camittee functioned mainly because of USAID's leadership. The participation fram
USPADA and BANDESA was irregular due to personnel changes that disrupted the
ocontinuity of imput fram these agencies.

12. 'The Ministry of Agriculture, Livestock and Food's input into the project was
primarily through its representation on the Ooordinating Camittee (through
USPADA). It participated in all matters concerning the project and its role was
crucial.

13. The Project has had a direct impact on wamen and children. On the one hand,
the increased incames derived fram the production of vegetables for export has led
to improvements in household amenities, health care, and length of schooling for
children. On the other, wamen are now working more at hame and with the vegetable
crops, while they carry goods for sale in markets less than before. As a result,
their sphere of social relationships has narrowed. Children are often used in
harvesting vegetables and are required for this task even though they should be in
school. Sane cammunities are considering changing the school hours to accanmodate
this need.
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SUMMARY

14. The End of Project Status for a number of factors show that, on balance, the
cooperatives have met the goals set. However, this has occurred despite the fact
that capital assistance provided by the reprogrammed USAID loan will not be
forthcaning until the project has almost teminated. This indicates that the
cooperatives are benefiting fram pre-assistance fram USAID, the Swiss and other
donors, and that they are riding a wave of change taking place in a number of
places in the nghlands.

15. The conclusions of the evaluation .were:

a. The reprogramming of the Small Farmer Marketing Project was timely and
turmed an unsuccessful project into one that has more than an even <hance
for success.

b. The decision to incorporate private sector firms into the project appears
to have been a wise one. Most of the fims receiving USAID funds through
private financieras have utilized these funds and appear to be operating
successfully.

. c. The project has had a net positive’ impact on wamen and children.

d. The early aid fram the Swiss and other donors, and the later assistance
given by USAID in management and administration of Cuatro Pinos and
Magdalena has been instrumental to the success thus far of these
cooperatives.

e. The lack of good managament has affected one of the private businesses and
two of the cooperatives. Training in this area is badly needed.

f. The movement of funds fram lending agencies to cooperatives has been
unacceptably slow. Private firms also have experienced delays and

' frustrations in meeting all the "requirements" of lending agencies before
receiving funds.

g. Investments in technical assistance have yielded exceptionally high
returns. A better balance between it and capital assistance would have
been desirable,

h. Cooperatives are performing numerous functions which should be provided by
other institutions, especially early in the life of the cooperatives.

i. The Coordinating Canmittee is not functioning as intended, and USAID has
had to play an inordinately strong role in the Project oversight.

'j.  The degree of market access for Guatemalan non-traditional exports is much
too narrow. Expansion of market penetration efforts is badly needed. The
degree of effort by the Gremial in this respect should be closely
monitored by USAID.

k. The project has made a substantial contribution to the USAID strategy for
Guatemala. The other oontinuing USAID projects -Agribusiness, Crop
Diversification, Highland . Agricultural Development, and Cooperative
strengthening- should ensure that the progress made to date will continue.

16. The Project evaluation revealed several "lessons learned” that could be useful
in developing similar projects in the future.

a. Projects unable to reach interim objectives should not be allowed to
continue in the same direction and, if possible, should be reprogramed.
This project is an example of successtul reprogramming.

b. Technical assistance should precede capital assistance by several years.
The fact that both Cuatro Pinos and Magdalena were developed as
cooperatives after several years of technical assistance by the Swiss, no
doubt contributed to the level of development these cooperatives have
reached.
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17.

Summary of Evaluation Findings,
Conclusions and Recamendations
(Contnd. )

Ce

Production and marketing systems must expand at a similar rate. Both
should be monitored closely to anticipate and eliminate potential
bottlenecks before they occur.

It should not be assumed that financial institutions will function either
efficiently or quickly. Allowances should be made for delays beyond what
one would expected in more developed countries.

Managenent is the "Achilles heel" in woth private firms and cooperatives.
Therz is no substitute for good man:vement. Every effort should be made
to upgrade and train management personnel as soon as possible, preferably
before starting up the enterprise. Also, the breadth of management
expertise needs to be expanded since the loss of a manager can cripple an
otherwise successful operation.

recammendations of the evaluation team were:

The thrust of the Small Farmer Marketing Project should be continued.
This can be done through the Agribusiness Project, both for cooperatives
and private business fimms. The Gremial's program of market development
should be closely monitored to ensure that the "market window" is cmened
as wide as possible. Past efforts in this respect have often lacked the
professional skills required, or the effort was of too short a duration.
Efforts to streamline the financial institutions serving the agricultural
sector should be initiated immediately. The whole question of
agricultural credits, especially those related to cooperatives, should be
examined to detemine if it is possible to develop mechanisms to provide
small and medium size farmers with credit and have this credit repaid at
an acceptable level,

Annual audits by outside auditors (other than INACOP personnel) should be
required for each ocooperative receiving assistance under any USAID
project. This shoald be done routinely and funded by one or more of the
USAID projects involved. Annual audits chould be required of private
fims receiving substancial assistance fram USAID financed loans as well.
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EVALUATION REPORT

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

.

The evaluation fulfilled the requirements of the Scope of Work. The USAID
Mission and the implementing organizations ooncur in the fundings of the
evaluation (with the exception of recammendation c.), and are camitted to
implementing the recammendations. While the Mission agrees that management
audits are appropriate, it would be too expensive to require an outside audit
of cooperatives and small fims on a yearly basis.
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I. EXEIfUI‘IVE SIMMARY .

A,

An evaluation of the Small Farmer Marketing Project (520-0238) was
mecje during the period October 7-31, 1986. The project was
originally begun in 1979 and wis reprojrammed in May, 1984. Tne
project is scheduled to end Decemper 31, 1986. '

The purposes of the evaluation are to:

1. Determine the economic and social impact of tne four cooperatives
involved - CQuatro Pinos, Magdalena, Los ‘-.anzaneros and Flor

Patzunera.

2. Evaluate the economic impact of loans providad to four private

sector firms for processing and marketir- vegetables, and

3. Determine .institutional participation in project implementation

and effect.

Tne methodology included a review of the scope of ‘work with USAID
officials, review of all relevent reports and documents, interviews

with knowledgeable parsons, visits to three of tne cooperatives and
the four private firms, collection of data over a two week period
from farmers and others by three Guatemélans, and finally a review of
this report with USAID officials. (The surveys made by the
Guatemalans are included as apprendices at the end of this report).

The amended project provided US$1.88 million in USAID loan funds and
Q800,000 of Government of Guatemala funds for tne cooparatives and
USs$l.1l million in USAID loan funds to tne private sector for fruit
and vegetable processing and marketing. .



E.

As of the date of this evaluation, tne Banco Nacional de Desarrollo
(BANDESA) had authorized loans from USAID funds to the cooparatives

as follows:

Cuatro Pinos ' Q 678,140
Magdalena - 644,771
Los Manzaneros 171,000
Flor Patzunera none

The Bank of Guatemala had authorized USAID loans funds to two private
financieras which, in turn, made loan Commitments to private sector

firms as follows:

Verdufrex : $ 500,000
CI1usa 485,000
Gato Gordo 75,000
Sus_amo F. Reyes 35,700

Background information was obtained o: each of tne four cooperatives
and an analysis made of 1) their present status and;"2) the use being
made of the funds provided by USAID. Also, the interviews conducted
by the Guatemalan personnel provided an insight into the effect the
cooperatives were having on the socio-econo‘;nic wa2ll being of farmers
and their families. ‘ )

Interviews were conducted with owners or officials of tne four
private firms receiving USAID lcan funds. The interviews included
questions as to the use of the loan funds, effect on the firms'
output, tne effect on exports, and information on the impact of the
firms' operations on the small and medium size farmers providing the

raw products to the plants.

USAID loan funds were channeled tnrough BANDESA (cooperatives) and
the Bank of Guatemala (to the private financieras wnicn, in turn,
loarad to private firms for proce:sing and marketing).



BANDESA's credit  application .| prucess, feasibility analysis
requirements, regulations, disbursement and implementation processes

vere analyzed.

The evaluation revealed wide-spread discontent over BANDESA's
handling of loans to cooperatives. '

Loans to the private sector by the private financieras were either
fully or partially disobursed and the funds that had been disoursed
had been utilized to improve and expand operations of tne four
private firms at the time this evaluation was made. However, this
apparent rapicd movement of funds concealed the fact that some of the
private firms had been working on tne loans for a considerable period
before they become available to the financieras. Also, tne loan
guarantees were very stringent and burdensome to the borrowers.

The cooperatives, w th tne exception of Flor Patzunera, received
ccasiderable institutional support from USAID, the Ministry of
Agriculture, and, especially prior to tne reprogramming in 1984, the
Swiss. The support provided by USAID in f’i‘r‘laming audits,
preparation of accounting and administrative guidelines, and
supporting salaries of the managers of three of the cooperatives has

been crucial to the cooperatives.

A Coordinating Committee was formed as the primary administrative
unit of the project. It consists of representatives of USAID, USPADA
and BANDESA. Tne Committee has functioned mainly because of USAID's
leadership. Tne participation from USPADA and BANDESA has been
irregular due to personnel changes that disrupted the continuity cf
imput from these agencies.

The Ministry of Agriculture, Livestock and Food's input into the
project Has been primarily through its representation on the
Coordinating Committee (through USPADA). It participates in all
matters concerning the project and its role is crucial.

-3 -
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The Project has had a direct impact on women and children. On the
one hand, the increased incomes derived from tne production of
vegetables for export has led to improvements in nousehold amenities,
health care, and ler;gt'n of schooling for c'niléren. On the other,
women are now working more at home and with the vegetable crops,

while they carry goods' for sale in markets less than before. As a

result, their sphere of social relationships has narrowed. Children
are often used in harvesting vegetables and vare required for this
task even though tney should be in school. Some communities are
considering changing the scnool hours to accommodate this need.

The End of Project Status for a number of factors show that, on
balance, the cooperatives have met the goals set. However, this has
occurred despite the fact that capital assistance provided by tne
reprogrammed USAID loan will not be forthcoming until the project has
almost terminated. This indicates that the cooperatives are
penefiting from pre-assistance from USAID, the Swiss and other
donors, and that they are riding a wave of change taking place in a
number of places in the Highlands. -

.

The conclusions of the evaluation were:

l. Tne reprogramming of the Small Farmer Marketing P:;ojet was
timely and turned an unsuccessfull project into one that has a

more than an eve:. chance for success.

2. Te decision to incorporate private sector firms into the
project appears to have been a wise one. Most of the firms
receiving USAID funds througn private financieras nhave utilized

these funds and appear to pe operating successfully.

3. The p'roiect: has had a net positive impact on women and cnildren.

¢



10.

11,

The early aid from the Swiss and other donors, and the later
assistance given by USAID in management and administration of
Cuatro Pinos and .agdalena has been instrumental to the success
thus far of these cooperatives. :

The lack of good. management has affected one of the private
businesses and two of the cooperatives. Training in thi: area
is badly needed.

The movement of funds from lending agencies to cooperatives has
been unacceptably slow. Private firms also have  experienced
delays and frustrations in mee:ing all the ‘"requirements" of
lending agencies before receiving funds.

Investments in tecnnical assistance have yielded exceptionally
high returns. A ©better balance bpetween it and capital

assistance would have been desirable.

Cooperatives are performing numerous runctions which shouléd be
provided by other institutions, especially early in the life of
the cooperatives.

The Coordinating Committee is not funttioning as intended, and
USAID has had to play an inordinately strong role in the Project

oversight.

The degree of market access for Guatemalan non-traditional
exports is mucn too narrow. Expansion of market penecration
efforts is padly ne=ded. The degree of effort oy tne Gremial in
this respect should be closely monitored by USAID.

The project has made a substantial contribution to tne USAID
strategy for Guatemala. The other continuing USAID projects -
Mgribusiness, Crop Diversification, Highland Agricultural
Development, and Cooperative Strengthening =-should ensure that
the progress made to date will continue.

-5 -



UsAID desires to monitor the socio-economic changes that are
occurring in some of the project areas. Adeguate data are not
currently available to do tnis, therefore, a baseline study will be

required. Suggestions for undertaking such a study are included in

the appendices of the evaluation report.

The Project evaluation revealed savera. "lessons learned" that could

be useful in developing similar projects in the future.

1.

Projects unable to reach interim oojectives should not be
allowed to continue in the same direction and, if possible, be
reprogrammned. This project 1is an examle of successful

reprogramming.

Technical assistance should precede capital assistance by
several years. The fact that ooth Cuatro Pinos and Magdalena
were developed as cooperatives after several years of teconical
assistance by the Swiss, no doutt contributed to the level of
development these cooperatives hava2 reached.

~, 4

Production and marketing sys-ems must expari at a similar rate.
Both should be monitored closely to anticipate and eliminate
potential bottlenecks befcre they occur,

It should not e asisumed that financial institutions will
function either efficiently o guickly. Allowances should be
made for delays beyond what one would expected in more developed

countries.

Management is tne "Achilles heel" in potn private firms and
cooperatives. There is no substitute for good management.
Every effort should be made to upgrade and train management
personnel as socn as possible, pr.ferable bafore starting up tne
enterprise. Also, tne oreadtn of management expertise neads to
be expanded since the loss of a manager- can cripple an otherwise
successful operetion.
-6 -
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The recommendatiocns of the evaluation team are:

l'

Tne thrust of the Small Farmer'b/;arketing Project should oe
continued. This can be done througn the 'Agribusiness Project,
both for ccoperatives anc private business firms. The Gremial's
program of market development should b2 closely monitored to
ens.ce that the “"market window" is openad as wide as possible.
Past efforts in this respect have often lacked tne professional
skills regquired, or tne effort was of too snort a duration.

Efforts to streamline the financial institutions serving tne
agricultural sector shuld e initiated immediately. Tn2 wnole
qestion of agricultural credits, especially those related to
cooperatives, should be examined to determine if it is possible
to develop mechanisms tc provide small and medium size farmers
with credit and have tnis credit repaid at an acceptable level.

Annual audits by outside auditors (other tnan INACOP pe:scanel)
should be required for each cooperative receiving assistance
under any USAID project. +1nis snould be dgﬁé routinely and
funded by one or more of the USAID projects involved. Annual

audits should pe required of private firms receiving s:ostantial

assistance from USAID financed loans as well.



