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The objectives are to evaluate:

(1) The capacity developed so far by IHCAFE to coordinate
Project activities and to provide improved extension
services to small coffee farme=rs.

(2) The efficiency develope& by the involved banking insti-
tutions to provide credit to the Project’'s target

group.
(3) The impact of the Project on participating small coffee
producers with respect to changes in production; income
and profitability; use of modern technology and inputs;

and provide an overview of the sociological impact of
the Project.

Overall, the Project is progressing ahead of schedule and
should accomplish tﬁe stated purpose by end-of-project (FY B86).
This Second Evaluation builds on the first evaluation completed
in January 1984. For more details, the reader should refer to

the main body of this report as well as to the earlier evaluation

report.

1. Recommendations » -

The following recommendations are taken from the end of each
section in the main body of the report and are presented in that
same order (order does not imply piriority). 1t should be pointed

out that many of the recommendations included in the first
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evaluation report have been implcmented or are in the process of

being implemented. Those will not be repeated here.

~There continues to be the need for improved information
flow from the field to the central offices and return. Present
efforts to computerize data to produce summary information and
data for management should praoceed with care but be completed as
quickly as possible.

~The training and publicity section (capacitacion Y
divulgacion) in IHCAFE need=s to be strengthened and a head of the
unit named as quickly as possible so that training activities are
better identified and coordinated

-AID/IHCAFE Project persornn?l should be involved in
personnel decisions that affect the operation of the Project.

-The administrative load on the regional chiefs needs to be
reduced so that they can carry out their supervision of field
operations and personnel. The current thought is to place an
administrative assistant in each region.

-The functions of the Credit Department should be clarified.
Re-location of most of the staff to the regional offices to
assist in loan collection is recommended.

—Higher administration in IHCAFE should require, and perhaps
preside over, periodic meetings with heads of ~ research,
extension, and the Project implementing unit to coordinate
activities among the various units.

-Policy analysis and planning needs to be strengthened
within IHCAFE so that clear guidance is provided the action
programs like the AID Project and the diversification activities,
This applies to the regional as well as national levels.

-An outside management firm should be contracted to help the
institution improve its management, administration, and

..supervisiaon of operations. This same analysis should identify

the kind of information that is needed at the various levels of
management and the role that microcomputers can play, especially
at the regional level. . -

~The present system of contracting an outside auditor is
time consuming and problems that are identified may be months or
years in the past. It is suggested that a firm be employed to
carry out periodic audits, say every three or four months, to
provide immediate input to management to help resolve problenm
areas.
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Extension Arlivities
~Para-technician program should continue as long as demand
exists for their services. Efforts should be made to reach small

non~Project coffee tarmers as rell.

-Training of extension agents and para-technicians still is
needed in the areas of farm and financial management, production
economics, and group techniques.

-Training of participating farmers and their families (wives
and children) in farm and financial management and in technical
coffee production still continues to be needed, especially since
significant cash flows will be coming from current high coffee

prices.

-Further effort is needed in working with groups, using
para—technicians and in utilizing test plots on farmers fields.
Great caution should be followed in extending credit through
groups qiven IHCAFE's bad experience with this approach in the

past.

—IHCAFE should speed up diversification research and its
dissemination to the participating producers since the current
high prices for coffee likely will not continue long.

—-Increased emphasis should be given to assisting the farmers
in processing and marketing their coffee. Coordinating with
existing, strong cooperatives may help in this effort.

~-Additional educational and audiovisual materials should be
developed for use in the communities by the extension agents and
the para-technicians.

-Experienced extension agents should not be used in imple-
menting area profiles and other similar activities. Doing so may
jeopardize their ability to service the participating coffee
producers in their zone. New extension agents might be used for
such data collection as part of their training and to acquaint
them with their respective zones.

~Baseline data from a few existing and newly entering produ-
cers need to be gathered to serve as a basis for further evalua-

tion of Project impact. Area profiles, using the current

approach, will likely be too costly to provide baseline data for
all the regions. Possibly, analysis of a sample of the 1979
census data could provide such baseline data.

' =Future studies to determine research and program directions
for the Project should consider using the "sondeo" approach.
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=IHCAFE needs to study the feasibility of placing an
additional credit. agent in the regions with large numbers of
loans.

-—Additional, internsive training workshops and seminars on

credit are needed at all levels in the Project. Training needs
ol to adjust to the clientele group——-farmers at one level, para-
s technicians at another, and o on.

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

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

. v -The Project should study the possibility of reducing the
i amount of credit for labor, especially when it is primarily
family 1labor. This would greatly reduce the financial risk
assumed by the borrower. New loans to farmers that have paid off
A previous loan for one or two manzanas should not include
payment for family labor. :

-The Project should continue to work with the target group

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

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

-Participating banks should be encouraged to follow the

. example of Sogérin in passing some of the interest earnings to

well-managed cooperatives that handle the loan processing and
supervision of borrowers.

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

- -Generally, there is poor coordination between extension and
research. As quickly as possible, IHCAFE should locate research
personnel in regions where none are presently located. More
farmer test olots need to be established and used as a 1link

‘e
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between the researcher and the extension agents and farmers..
~Fertilizer recommendations should be based on soil sample
testing as much as possible. Investment plans currently cover

such costs and farmers should be encouraged to use the money for
that purpose.

-IHCAFE should 1look into methods of standardizing the
weights and measures used in the coffee marketing system to

ensure farmers receive equitable payment for their marketed
coffee.

-~The Project should begin to assist farmers in the
processing and marketing of coffee to increase the prices
received by farmers as well as to improve quality.

2. Summary of Findings

2.1 Overall Implementation Capacity within IHCAFE and
the Involved Banking Institutions

IHCAFE has been relatively stable in terms of administrative
and field personnel since the first evaluation. This has trans-
lated into steady progress in Project implementatién. No major
problems in terms of Project coordination were identified during
the evaluation.

Perhaps the biggest institutional challenge is to completely
integrate the operation af the Project into IHCAFE itself. 1It is
important that 1lines of authority be more clearly defined by
higher administration and that methods are established to assure

coordination among the units. Information flows to and from the

- field could be improved. Management personnel at the national and

regional 1levels often don’'t have the type of data needed for
decision making. Placing‘loan data on the microcomputer ;ay help
in this regard but over-reliance on computers can also be
dangerous.

Availability of quality s=ed on a timely basis is still a

problem and must be dealt with by IHCAFE management. Again,

A0
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improved coordination of the various units involved is an import-
ant first step.” -

The loan diécoﬁnting system through the Central Bank is
working .'ell and all of the participating banks seem pleased with
its operation. The Project has been quite successful in bringing
private banks into the system. There are now three private banks
and one public bank extending inc.vidual and group loans through

the Project.

The foreign technical assistant team has been significantly

strengthened since the first evaluation. A credit advisor, an

agricultural economist, and a sociologist are providing important
inputs into Project aperation, data analysis, training, and
evaluation.

Links with regional institutions exist but are not yet well
defined. The major tie is with PROMECAFE. That institution has
carried out the first area profile study in the Comayagua region.
Poor . coordination in implementing a scheme for reorganizing the
regional office as a resdlt of that effort has caused some +fric-
tion within IHCAFE. PROMECAFE 's strongest link with the country
is through its providing technical information and assisting in

technical ‘workshops and seminars.

2.2 Accomplishments with Respect to Extension Program

The extension service has maintained about the same level of

capacity that existed at the time of the first evaluation. To
this has been added the important and effective use of para-

technicians.

Considerable formal and informal training of the extension
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agents has taken place although it has fallen off the last hal¥f
of 1985. The quality of the trainin&mhas'been variable, largely,
it is thought; béc#ﬁse no one now has the direct responsibility
for training. That duty is assumed by the head of extension.

The regional offices prepare their own short courses of a
few days duration to give their staff hands—on experience with
the technical aspects of coffee production. Although annual
training plans are prepared, their implementation is not always
complete and well-organized.

The extension agents have a very 1limited number and
selection of audiovisual and other training materials to use for
talks and demonstrations to farmers. Information from the area
profile study is not yet in use in the region where it took place
but that wmay be because the results of that study are just
becoming available. It is doubtful, however, that the profile
information will be of much direct use by the extensionists.

Promotion of Project activities is no 1longer needed.
Sufficient success has.been reached so that knowledge of the
program is appafently widespread. Field staff indicate they

often face more requests than they can handle.

Criteria used for the selection of Project participants

appears consistent with the original desigh. Coverage vakié§“5§v

region from 11 to 37 percent of all small farmers with from one
to less than twenty manzanas of total farm area. Area coverage
varies from about three to eleven percenty, depending on the
region.

The number of beneficiaries per extension worker varies even

?
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more. The Copan region shows a extension agent/beneficiary ratio
of around 122. The lowest ratio is_in the Central region where
the ratio is 23.

The Project is gradually moving towards working with groups
for the technical assistance activities but this move has been
slaow. Much of the contact with farmers is still on a one to one
basis.

It appemars the extension agents’ technical recommendations
are being accepted by the farmers but no specific field studies
of this question have been done to verify this conclusion. A
recent study of the land titling project in the Comayagua region
did include a small sample of Project participants who indicated

relatively high technological acceptance.

2.3 Accomplishments with Respect to Credit Program

The credit activities are ahead of that projected by the
Project agreement. Figures on the number of locans and volume are
available through'De:emper 1985. At that time a total of 5,048
loans (all types) worth Lﬁs. 29,661,300 had been approved. Df
that amount, Lps. 24,413,000 or about 82 percent had actuaily

been disbursed. Three different types of loans are available

through the Project: (1) complete renovation (Model 1), (2)

partial renovation (Model 1I), and (3) plant nursery estaﬁlish-
ment. There was a significant drop in credit activities in 1985
compared with earlier years. One might wonder if that means the
system is reaching its capacity. However, Project personnel
indicated that funds were limited during that period because the

original credit fund had been exhausted and there was some del ay
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before additional monies could be obtained.

There are ncw credit agents at _each of the regional offices
but there is need for an additional agent or an assistant for
those regions with heavy credit activities. The extension agent
and/or the para-technician works with the farmer in completing
the 1loan application. It is reviewed by the credit agent and
sent to the participating bank for approval.

Loan collections are just now beginning for coffee planted
in 1982. The Project 1is placing a lot of stress on the
importance of good repayment by the borrowers since most should
have the ability to repay with the relatively current high
prices. Nevertheless, field extension agents gstimate the
delinquency on interest payments to be S to 15 percent depending
on the area. A few zones thought their rates might be 20-30
percent. These rates should decline if they are effective in
their repayment campaign.

The participating banks appear to be bhandling the 1loan
processing and extension .of credit reasonably well. Some -del ays
are encountered but they are not nearly as severe as found during
the first evaluation. The discounting system through the Central

Bank 1is functioning well now in the view of the participating

~barrks.

Three private banks (Banco de Occidente, Sogérin, and
BANHCAFE) and one publiﬁ bank (BANADESA) are now active in the
Project. Occidente has been . growing the fastest in terms of
loan volume although BANADESA still remains the largest lender.

The extension agents have not yet provided instruction and

training to participating farmers in the areas of farm and

f')‘ i



Summary 10

financial management. It appears this is an area bf need since
it is expected that farm cash inflows will be significant because
of the relati;ely‘hiéh yields on the renovated coffee plots and
the current strong prices.

Credit appears to be available through regular channels for
annual coffee maintenance. It is not know how many of the

Project participants are receiving this type of credit.

2.4 Accomplishments with Respect to Technology

All indications are that the majority of the Project
participants are following the technical recommendations given by
the extension agents. Most producers have borrowed for complete
renovation which means they have planted new, higher productive,
disease resistant varieties. Limited data and <field visits
suggest the parcels are generally in good to excellent technical
condition. The problem cases seem to be from farmers selected at
the beginning of the Project. Extension agents admit to having
selected a few participants poorly when the program was starting

and they were inexperienced. For most of the participants,

continuing with the recommended management and production

practices should provide significant benefit to them over time.

farmers to date but plans are underway to move into these
activities. Such assistance is needed by the small producers.
It is possible this is a potential area for involvement of

cooperatives.

ew. ..No _processing or marketing assistance has been provided the .
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3. External Factors Affecting Froject Implementation

As has been characteristic of world coffee markets for many
years, during the life of the Fraoject prices have varied consid-
erably. About the time the Project was being initiated there was
@ drop in Hondura®s export quota along with & drop in the price
of coffee. Now, the exact opposite is occurring. This uncer-
tainty makes it very difficult to project future credit needs and
producer interest. As reviewed in the first evaluation report,
administrative changes seriously affected the Project in the
initial stages. The recent election of a8 new President may also
bring some disruptive changes in administration of IHCAFE and
associated programs.

The important assumption listed in the original Project
Paper that coffee would continue to be profitable relative to
other crops still appears to hold. Nevertheless, one can be
assured that prices will be coming down after major world coffee
producers respond to the current high prices. IHCAFE will need
to plan ahead and counsel its borrowers for tﬁat eventuality. No
other external factors are know to have significantly affected

Project implementation.

4, Status of Inputs

The major inputs for thé P;ojéct were the credit fund,
training of staff and farmers, purchase of vehicles and equip-
ment, foreign technical assistance, and evaluation/audits. A
more detailed listing of budget line items is shown in Appendix
Table C-4. For the USAID loan partion of the budget, all of the

credit funds have been disbursed. To date; 1less has been spent
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on administration of the Project compared with the Project Paper
proposed budget, as well as _for demonstration plots,
publications, and evaluation. The concept of demonstration plots
has been replaced with using the actual farmers fields as demon-—
strations rather than specially established plots. With USAID's
approval, some of these funds have been shifted to replacing
plants on some problem parcels. Other funds are to used for
validation plots +Ffor on-farm tests of experiment station
findings. Expenditures for puplications and other similar
materials has been less than projected because of lack of leader-
ship in the IHCAFE section responsible for that activity.

The grant expenditures for foreign technical assistance have
been greater than that budgeted with USAID’'s concurrence.
Vehicle and equipment costs for both loan and GOH sources have
exceeded proposed figures.

Generally, the expenditures on the input side have been

" satisfactory with the exception of the first year or so when

delays with both USAID -and GOH funding caused a slow start in

Project implementation as covered in the first evaluation.

S
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The Project outputs, indicatqrs and current status are

summarized in the following table:

Outputs

Indicators
(End—-of-Project)

Status
By end of 1985

-IHCAFE's ability to
help small farmers
increased

—Technology improved

—Management by farmers
strengthened

~Viable, self-sustaining
credit system in place

3,000 new
coffee farmers
serviced

3,000 new
farmers
receive training

6,000 Mz.
using improved
varieties

6,000 Mz.
fertilized

&,000 Mz.
treated for pests

6,000 Mz.
under improved
cultivation

- 6,000 Mz.

pruned coffee

6,000 Mz.
fertilized

65,000 Mz.

under proper shade

46,000 Mz.
at optimum
plant density

By 1985, reflows
begin to finance

farmers beyond

original participants

About 4,584 new
farmers had been
helped

Same 4,125 have
received training
informally

About 5,784 Mz.
using improved
varieties

About 5,205 Mz.
fertilized

About 5,205 Mz.
trreated for pests

About 5,784 Mz.
under improved
cultivation

Technified areas

just now need pruning

About 5,205 Mz.
fertilized

Abaut 4,000 Mz.

under shade program

About 5,784 Mz.
at optimum plant
density

Reflows from

nursery loans held

in reserve. Other
reflows just
beginning
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As shown in the table, progress towards reaching output
goals is ahesd of schedule in most c;;esAand satisfactory in the
other output areas;.-Nost qf the end-of-project status indicatnr;
likely will be accomplished before the end of the Project. The
only exception may be in the pruning of coffee which is only now
beginning. It was also difficult to obtain reliable information
on the actual number of manzanas under adequate or recommended

levels of shade.

6. Status of Project Purpose

The Small Farmer Coffee Improvement Project was initiated in
1981 with the purpose of mitigating the production impact of
coffee rust on small farm producers‘in Honduras by assisting as
many of them as possible to increase yields and incomes so they
could afford rust control measures. The Honduran Coffee Insti-
tute is the primary implementing institution with credit being
delivered through public and private banks. It was expected that
the Project would reach 3,000 small coffee producers in five
years and would have considerable spread effect on others.

As suggested in the outputs section, most of the objectives

of the Project will be accomplished by the specified end-of-

~-Praoject (FY B86).  The -completely renovated coffee plots are

generally in excellent technical condition and are prodgcing at
levels considerably above that anticipated at the start of the
Project. In a few cases, producers entering the program either
were poor candidates to start with or did not adequately <follow

technical recommendations so their production is 1lower. These

are expected ¢to be the problem cases as the collection of loan
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principal begins in early 1986. Credit is reaching the Project
recipients, although sometimes with'aelay, and they appear very
receptive to tﬁe tééhﬁical recommendations. Instruction in farm
and financial management generally has not occurred. Such
training is needed as prohucers are likely to see very signifi-

cant cash inflows this harvest because of the historically high

prices.

7. Description of Project Beneficiaries to Date

The first evaluation found the average coffee farmer receiv-
ing advice on complete renovation (Model I) to be about 40 years
of age, had a total farm size of about 15 manzanas (10.5 hec-
tares), produced about &é manzanas of coffee (4 has.) with an
average yield of 7.9 qq./mz, and received about $2,150 of invest-
ment credit per manzana ($3,075/ha.). At that time (1984), only
about & percent of the credit went to farmers applying partial
renovation (Model iI). (This low application rate of Model 11 has
persisted ¢to date.) Fhese farmers were younger (28.&6 years
ave.), had smaller farms (7.5 Mz. total and 5.1 Mz. of coffee),
and received about one-half the gross income of thaose applying
complete renovation. A cursory review of selected loan files
suggests that the farmers currently being reached are vary
similar to those of two years ago.

A recent study by NuakMez, based on the loan investm;nt plans
used in the field, found that the average return to the farmers
investment in complete coffee renovation was 33 percent with a
range of 16 to 72 percent among the regions. That analysis

assumed a coffee price of Lps. 140 per quintal. Al though the
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analysis was not based on actual cost and return data collected
from producers, the returns are likely to be high since coffee

prices are now far above the assumed Lps. 140/qq. price.

8. Lessons Learned

The major lessons learned in the Project would be: (1) the
importance of profitable technical recommendations to accompany
credit, (2) the necessity of continually improving intra- and
extra-institutional communication and coordination, (3) the
feasibility of incorporating private financial institutions into
a small farm credit system, and (4) the feasibility of using
para—technicians for direct farmer contact.

The first 1lesson may well be thé most critical in making
this Project more successful than past supervised agricultural
credit programs. IHCAFE is a case study in this regard.
Previous to the initiation of this Project, it had extended large
amounts of credit through farmer groups for coffee but there were
very high rates’of loan delinquency. The current emphasis on
improved technology, . especially where new, improved plants
replace old, diseased ones, has been the difference. The second

lesson is not new but needs to be repeated. Often poor manage-

..ment and coordination are the downfall of many projects. .

The AID/IHCAFE Project has been relatively succe%s§u1 in
getting private banks to join. Three private banks have handled
about 44 percent of the value of loans disbursed through the end
of 198S. One bank is now experimenting with taking complete
responsibility for technical assistance and credit using Project

funds and guidelines.
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The para-technician system has only been operating a couple
of years but the evidence is that it-is contributing well to help
reach Project'goais.‘ Mast of the para—technicians are coffee
growers themsélves and the majority have been participants in the
Project. Their assistance is helping the limited number of
extension agents reach a larger number of borrowers. This
approach has not been operating long enough to be able: to
identify major problems or weaknesses and the definition of the
para—-technicians primary function is still in process. It bears

watching.

X



- SECOND EVALUATION REPORT

INTRODUCTION

The Small Farmer Coffee Improvement Project was initiated
with the signing of the Proje:t Agreement in June 1981. The
purpose of the Project is to mitigate the production impact of
'coffee rust, a fungus, on small farm producers in Honduras by
assisting as many of them as possible to increase their yields
and incomes so they can afford the required rust control
measures. The Honduran Coffee Institute (IHCAFE) is the primary
implementing institution and is responsible for providing techn-
ical and credit assistance. A credit fund was established
through the Central Bank Jor participating public and private
lending institutions. It was expected that the Project would
reéch 3,000 small coffee producers in fiye vyears and would have
considerable spread effects to others. ‘

The Project Paper specified that:

"The second evaluation will be undertaken during the <final

"year of the Projects implementation. Data will be gathered

on the effects of coffee rust, in addition to other pests

and diseases, on the farmers’' coffee plantations, both on
technified and untechnified parcels. Preliminary estimates

-

also will be made of the effects of the Project on farmer

income. Calculations of the Project’s impact on national
production, especially in the form of export earnifngs also
will be made."

However, as a result of possible Project expansion in early
19846, the second evaluation was moved up some in time. Also,
émphasis on this evaluation will center on the status of

; [gc9Qmendations made in the first evaluation conducted by
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Experience lIncorporated in 19B84. 'Results of this second evalua-
tion will be used to improve current-aroject management arrange-
ments and in planniﬁg.for an expansion of the Project. Specific
terms of reference were preparéd for the evaluation and are
attached as Appendix A to this document. The main part of this
report is directly keyed to those terms of reference. Persons
wishing more detail on the questions raised for the evaluation

should refer to that section.

The objectives are to evaluate:

(1) The capacity developed so far by IHCAFE to coordinate
Project activities and to provide improved extension
services to small coffee farmers.

(2) The efficiency developed by the involved bankirg insti-
tutions to provide credit to the Project’s target
group.

(3) The impact of the Project on participating small coffee
producers with respect to changes in production; income
and profitability; use of modern technology and inputs;
and provide an overview of the sociological impact of
the Project. .

The conclusions and recommendatiohs in this report are based

the first evaluation; a review of periodic IHCAFE reports,

consulting repaorts, USAID documents and files since the first

evaluation; results of mini-evaluations carried out during 1985; .

and personal interviews with IHCAFE, bank, and USAID personnel,
technical advisors, farmers, and other interested parties. Most

interviews_ were held in private to gather as many honest and

- on--a number of information sources. These include:  results of

4
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frank opinions about the program as possible. A list of persons
contacted and materials reviewed can.Be found in the appendices.
Even thoﬁgh dahéiderable effort was expended to gather the
most reliable and accurate information as possible, the short
period of time for the evaluation may have led to some erroneous
findings, omissions, or incompleteness in some subject matter

areas.

Organization of Report

The remaining sections of the report are organized around
the terms of reference found in Appendix A. The four main sec-
tions are: (1) Overall Institutional Development, (2) Extension
Activities, (3) Credit Activities, and (4) Project Acceptability,
Technological Adoption and Diffusion. Findings, observations,
canclusions, and recommendations will be included in each section
and are summarized in the Executive Summary of the report.

Since the terms of reference for this second evaluation are
similar to those of the first evaluation, emphasis is placed on
what has happened since that first study. A determination is made
as to the extent to which the'earlier recommendations have been

implemented. New recommendations are made in each section where

appropriate.
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OVERALL INSTITUTIONAL. DEVELOPMENT

1.1 Effectiveness of IHCAFE in project implementation

IHCAFE continues to improve its effectiveness in coordina-
ting the technical assistance and credit activities of the
Project. A lot of administrative problems were evident during
the first evaluation but most of these appear to have been resol-
ved. The major coordination responsibility falls with the Unidad
Ejecutora. Leadership in that unit has changed since the earlier
evaluation but this has not significantly affected the coordina-
tion activities of thé unit. It is said there is naow 1less
shifting of personnel among offices and regions. This increased
stability of field staff, no doubt, has been positive for the
Project. Perhaps the biggest institutional challenge is to
conpletely integrate the operation of the Project into IHCAFE
itself. Presently the Unidad is responsible for FProject

coordination but field personnel, 1logistics, training, vehicles,

_and overall budget responsibilities, among others, are with the

traditional lines of authority within IHCAFE. The Extension

Department, one of three within the Agricultural Division, is the

assistance and credit supervision at the farm level. Fie}d staff
seem to be a little confused about lines of authority and are not
sure which channels should be used for resolution of problems or
questions. At times, direct conflicts between the Unidad and

other units of IHCAFE have caused implementation problems. Thus,

—..primary . administrative unit carrying out the  Preoject .technical. . ...
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for continued success of the Project it is imperative that 1lines
of authority be more clearly defined by the responsible
administrators. One way to ac:ampli;h this is to assure there is
continuous communication and coordination among the affected
divisions and departments through periodic planning and problem
resolutiop staff meetings.

Efforts are uwunderway in the Unidad to place Project
information on a microcomputer. This work is just beginning so
it is not possible to judge its effectiveness at this time.
Nevertheless, there does seem to be overly optimistic
expectations, especially in the field, for what will be produced
through the computerized information system. Froblems associated
with the lack of accurate data from the field offices will not be
solved by the computer but it should help in summarizing already
existing data. ‘It would be wise to implement the computer
information system slowly and carefully to assure only useful
data are being gathered and that the results, in fact, are being

used.

Availability of quality seed on a timely basis for the
nuseries in all of the regions continues to be an institutional

praoblem. Lack of good seed was a problem in the field in 1984

and is still a problem the first part of 19846. Extensive facili-

ties are not available to store seed from the previous years
harvest without deterioration. Thus, this year’'s seed Jﬁst come
from this vyear’'s crop. Coffee harvested at the experiment
stations and on cooperating farms must be cleaned, dried, and

selected in a very short period of time. Apparently, the



!Wﬁﬂf

Institutions 23

Research Department is unable to adequately meet these short time
schedules. For continued success of the Project, this  problem
needs to be resolved before the be&%nning of next years coffee
season.

The control of Project funds by IHCAFE appears to be
adequate. Periodic internal audits have been completed in the
regions. When a prablem arises aor is suspected, the auditors are
sent to the field to look into the matter. An cutside auditing
firm was employed to look at the credit side of the Project and
their report has just been released. No major problems were
identified by that audit. The Project Agreement specified annual
audits but this apparently has not been implemented.

IHCAFE no longer handles input supplies for the
participating farmers. Farmers either go to private suppliers or
to BANADESA, the major governmental distribution network for the

rural areas.

1.2 Effectiveness of Central Bank in managing loan funds

The 1long delays associated with the banks receiving their
reimbursements through the CB (identified during the first eval-
uation) seem to have been completely resolved. The participating

banks indicated that the present turn—arocund for reimbursements

is two weeks or less and delays are no longer a prablem.

The CB is now asking for less information about the indivi-
dual farmer loans which should also have contributed to speeding
up the process. No significant problems in the discounting

system were identified during the evaluation nor were any

mentioned by the CB or the participating banks. In summary, the

\\H)
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rather serious delays at the beginning of the Project have been

eliminated and the system is operating well now.

-—

1.3 Effectiveness of foreign technical assistance

The assistance of the foreign advisors continues to be an
important element in Project implementation. All the advisors
are known in the field and are making significant contributions
to the Project.

The expertise and functions of the advisors have changed
significantly since the first evaluation. The extension and media
advisors completed their contracts and have been replaced with an
agricultural economist, who joined the advisory team around
Auqgust 1985, and a sociologist who arrived a month 1later. The
credit advisor position has been renewed but that contract
terminates in March, 1986.

The present advisors actively assist in the development and
presentation of in—-service training seminars and make regular
visits to the field offices. Their work is a key part of the
Project and should be sgpported and continued, especially if any
Project extension takes place. In fact, the credit advisor
appears to contribute very heavily to the daily operations,

preparation of periodic reports, and to other on-going activi-

ties.

The agricultural economist also has made significant analyt-
ical contributions to the Project, even in the short ti&é period
he has been with the group. Works completed or in process
include: a study of the returns to alternative investment plans

used in the field, repayment capacity under different scenarios,
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an estimate of the effects of current high coffee prices at the
national and producer levels, and Project impact, among others.

The sociologist has also been 6;oductive through his heavy
involvement in a "major extension service sel f-evaluation
activity. Summary data and conclusions from that evaluation are
now being prepared.

The design and implementation of training activities slowed
down in 1985, perhaps because the training/media advisor had
left. Further implications of this apparent weakness is discus-

sed in the Extension Activity Section.

1.4 Links with regional institutions

PROMECAFE has completed an area profile study for the
Comayagua region. The four volumes resulting from the study are
now completed but few copies will be available because of
insufficient funds for reproduction. There was little evidence
during the field visits that any of the information is being used
directly by the field staff, even though they all seem to support
the idea of the area profile s.udies. .

Coordination and communication between FROMECAFE and the
AID/IHCAFE Project seems to be weak, often resulting in conflicts

in program operations. Training courses may be scheduled at the

same time for the same field personnel. The reorganization of

the Comayagua region activities has come out of the PROMECAFE
work and appears to conflict with how others think the“Project
should be implemented. Unless there is improved coordination and
communication by all concerned parties, the conflict likely will

continue.

o=
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The strongest regional 1links with PROMECAFE are in the
technical areas through the distribution of bulletins and other
infaormation releases and through the{; participation in national
technical seminaré bn coffee production. ROCAF has also be

involved in many of the same area profile studies and seminars.

1.5 Effectiveness in promoting bank participation

The Project, with the active help of the credit advisor, has
been relatively successful in attracting banks to the program.
Those presently active include BANADESA (public), BANHCAFE (semi-
autonomous) , 'Banco de Occidente (private), and Banco Sogeérin
(private). BANADESA handles over one-half of the loan volume,
BANHCAFE around one—fourth, and the other two cover the
remainder. However, Occidente is strongly supporting the Project
and is now growing the fastest. Sogérin has only been working
with the Triniteca Cooperative in Trinidad, but is in discussing
the incorporation of other cooperatives into the Project. For
Triniteca, Sogérin passes its entire share of interest for a bad
loan reserve (4.5%Z) and one-half of its interest income (3%3 to
the cooperative. It appears they are willing to establish the
same arrangements with any new cooperatives entering the FProject

that meet their management requirements.

The credit provided through the AID/IHCAFE FProject is a.

significant part of BANADESA’'s portfolio in many branch offices.
Appendix Tables C-6 to C-B show amounts by branch office. Because
of the smaller amounts involved, the Project credit is less

important in the other banks’ portfolios.

v
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1.6 Link of Land Titling and befee Projects

There is no direct link between these two projects but it is
expected that the titling program is assisting many small coffee
producers in .the same regions where the AID/IHCAFE Project is
operating. No doubt, many of these new land owners are Project
participants. »

The recent Seligson report on the Small Farmer Coffee
Improvement Project came from data collected in a survey of the
land titling project in Comayagua. Coffee producers made up 378
of the 755 land titling farms covered in the sample. Thirty of
these were Project participants.

The Project also 1is planning a tie with the rural
technologies project. Small coffee processing equipment and
simple household equipment and items are scheduled for a
demonstration area at the La Fe training center.
the land titling program in Comayagua

Recommendations

~There continues to be the need for improved information
flow from the field to the central offices and return. Present
efforts to computerize data to produce summary information and
data +for management should proceed with care but be completed as
gquickly as possible.

-The training and publicity section (capacitacion Yy

divulgacion) in IHCAFE needs to be strengthened and a head of the
unit named as quickly as possible so that training activities are
better identified and coordinated

-AID/ IHCAFE Project personnel should be involved in
personnel decisions that affect the operation of the Project.

-The administrative load on the regional chiefs needs to be
reduced so that they can carry out their supervision of field
operations and personnel. The current thought is to place an
administrative assistant in each region.

-The functions of the Credit Department should be clarified.
Re—~location of most of the staff to the regional offices to

<V
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assist in loan collection is recommended.

-Higher administration in IHCAFE should require, and perhaps
preside over, periodic meetings with heads of research,
extension, and the Project implementing unit to coordinate
activities among the various units.

-Peclicy analysis and planning needs to be strengthened
within IHCAFE so that clea' quidance is provided the action
programs like the AID Project and the diversification activities.
This applies to the regional as well as national levels.

-An outside management firm should be contracted to help the
institution imprave its management, administration, and
supervision of operations. This same analysis should identify
the kind of information that is needed at the various levels of
management and the role that microcomputers can play, especially
at the regional level.

~The present system of contracting an outside auditor is
time consuming and problems that are identified may be months or
years in the past. It is suggested that a firm be employed to
carry out periodic audits, say every three or {four months, to
provide immediate input to management to help resolve problem
areas.

/
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EXTENSION ACTIVITIES

2.1 Extension.Depértﬁent Expansion

Although the Project Agreement anticipated an expansion in
the number of coffee extension agents in the field, the GOH has
not been able tb comply with this goal. As shown in Table Cig,
the number of extension agents has declined over time rather than
increase as was proposed. The condition precedent was modified

by USAID when it was realized that the GOH would not be able to

add more extension personnel due to budget constraints. The
lower number of agents has been compen;ated for by hiring
temporary field extension workers paid for by Project funds
through the Unidad and by using local farmers as para-technicians.

The estimates for the number of para-technicians varies from
104 to 202 depending upon the source. Since the para-technicians
work dnly part of each week, the numbers at any one time are not
known with accuracy. The para-technicians have had about 5.9
years of schooling, on the éverage, and the majority are coffee
farmers who have participated in the Project.

The para-technician systed seems to be working well after a

couple of years of operation. This approach plus additional

emphasis on working with groups of coffee producers will help

overcome the limited number of extension agents. Even sa, if the
Project expects to expand much more, it will probably have to

hire additional field staff.
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Approximately 80 percent of the agents have an educational
preparation that is equivalent to graduation from the John F.
Kennedy School, not a high level of technical achievement. While
this level may be adequate to start the job, it indicates a need

for continued strong in-service training.

2.2 In-service training of extension personnel

In-service training for extension agenﬁs has taken several
forms: formal courses, regionally managed field training,
informal training by foreign advisors, on-the-job training by
those more experienced, and centrally managed formal training.
All areas still need strengthening. Some extension agents have
attended almost all available courses (normally those agents
closer to Tegucigalpa or San Pedro de Sula) while others have
attended few or no courses. Some complain of course duplication.
Even experienced agents with good technical and methodological

backgrounds still need training in farm and financial management

to be able to meet the demands of the Project. No records were
found of who had or had not attended courses. Thus, the invita-
tions to future courses will be a hit and miss situation. It

would be advisable for IHCAFE to maintain up—to-date records on
training received by name, éubject, and level of training to
guide future training activities.

The bther principal type of training received by. IHCAFE
extension agents is at the regional level. The regional director
is responsible for assigning new agents to an experienced agent
for side-by-side orientation for several weeks until the new

agent is considered ready to work on his own. Most new agents go

\5,4
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through a month long orientation at the training center in La Fe
but some miss this because of timing problems. The regional
director is also important because he-is the one who does most of
the supervision and evaluation of the agents. Under this system,
the quality of training received is dependent on the quality of
the regional director.

The regional credit agents may receive the same general
training of?ered the extension agents but they also are given
special workshops specifically oriented towards 1loan extension
and repayment.

Alth-ugh annual training plans are prepared, the actual
implementation of training courses and activities seems to be
rather ad hoc. It was reported that sometimes two courses are
scheduled for the same training facility in La Fe. If true, this
implies more effort and planning is needed for identifying

training needs and tc develop annual training schedules.

2.3 Importance of area profiles

The first area prqfile was carried out in 1985 under the
guidance of FROMECAFE advisors. In addition to gathering
secondary data about one region,Comayagua, approximately 340
complete interviews were conducted to gather farm 1level data.
The results of these efforts are included in a four volume study
Just released. Because of limited funds for reproduction, few
copies are currently available. -

A lot of interesting data were produced by the area profile

study but it 1is unclear how such data might be used by the

Froject or IHCAFE. Harper‘'s evaluation report was rather

-
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critical of the approach because of its high cost relative to the
likelihood oOf its producing information directly of use in the
field. -

It is clear no baseline data are available for most of the
coffee regions and this lack of data for evaluation purposes and
for Project planning needs to be rectified. ~The question is,
What data collection approach is most appropriate? Because of
its relatively high cost, the area profile will not likely be
duplicated in all of the regions. . A first step in providing
general regional information would bé to analyze the 1979 coffee
census data which are already on computer tape. To complement
those data. a region by region "sondeo” approach might be imple-
mented. This approach is being used by the international
research centers in varipus parts of the world and uses a small
group of well-trained, experienced professionals from various
disciplines who visit a region for 2-4 weeks to identify the
priority areas of research and problem areas in need of further
detailed study before agronomic research actually begins. The
advantage of this appéoa:h is that some research can begin
immediately. It also tends to focus efforts in a few areas
identified as most critical in contrast to gathering data on all

aspects of a region.

2.4 Organization and effectiveness of Project promotion

Although this was a specific need when the Project first
began, it is no longer of high priority. The relative success of
the Project in terms of increased coffee production on the

technified parcels has generated considerable interest on the
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part of other producers so promotion is no longer needed. The

problem may now be how to service all of the requests.

——

2.5 Borrower selection criteria and effectiveness

Selection 'criteéia include the guidelines used for defining
the target group as spelled out in the Project Agreement, the
extension agent’'s own technical and personal evaluation, and the
bank’'s judgment of credit worthiness. Most agents now recognize
that they made some bad selections the first year of operation
and these are now showing up as delinquen! borrowers. Selection
seems to have improved in recent years as the field technicians
gained more experience. Also, the para-technicians apparently
play a critical role in helping the extension agent decide
whether or not a given farmer should enter the Project because of
their extensive local knowledge. Agents also use accessibility,
sometimes residency on the farm, and moral standing in the
community as selection criteria. It appears that thé selection
process is consistent with the target group specified in the
Project Agreement. .

As determined during the first evaluation, the average
farmer receiving technical assistance and credit for complete

renovation (Model I) in 1982 was about 39 vyears of age, had a

total farm size of 15 manzanas (10.5 hectares), total coffee of a

‘little 1less than & manzanas (4 has.) with production at 7.9 qq.

(100 1bs.) per manzana. The average loan size in 1982 was Lps.
4965 or Lps. 4043 per manzana. Farmers receiving credit for
partial renovation (Model I1) were a little younger (35 vyears),

had smaller farms (& manzanas or 4.2 has. total), 1less coffee

&



( ‘t»"”’(

|
i

o
-

[ acas

Extension 33 .

(4.2 manzanas or 2.9 has.) and had obtained Lps. 1798 of credit
per manzana. Additional data on farmer and loan characteristics

can be found in the first evaluation-report.

2.6 Extent of Projé§£ coverage

The number and value of loans extended by region and year
are shawﬁ in Appendix Tables C-1 through C-3. Few data are
available to determine the extent of coverage in the nine
regions. However, by the end of 1985, the Project had extended
technical assistance and credit to an estimated 4,5B4 coffee
farmers. This represents about 11.5 percent of the estimated
40,000 coffee producers in the country.

The data in Table 1 provide additional insights on coverage
for four regions where sufficient information was available to

make such comparisons.

Table 1; Extent of Coverage within the Small Coffee Project
by Number of Farmers, Area Covered, and Region

Number of Total Area (Mz.)
Region - : -
: Farmers# IHCAFE in IHCAFE
(total) Borrowers Coffee Financed
Sta. Rarbara 4,923 676 (13.7%) 20,816 862 ( 4.17%)
Yoro 1,639 609 (37.2%) 6,687 736 (11.0%4)
El Paraiso 3,376 391 (11.6%) 13,309 486 ( 3.7%)
Comayagua 2,918 682 (27.17%) 10,467 792 ( 7.6%)

#Figures are for coffee farms with 1 Mz. to less than 20 Mz.
in total farm area.
SOURCE: 1979 Coffee census (Nunez), and Cuello, IHCAFE
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As can be seen, the extent of coverage varies from region to
region. Of course, it should be remembered that these are very
rough estimates and should be used with care. Even so, it does
appear that there is still considerable room for Project growth
within the small farm coffee sector, assuming the remaining
farmers are receptive to receiving technical assistance and
credit. The "sondeo" method of studying an area might be applied
to measure the number and characteristics of those not vyet
reached.

It should be pointed out that IHCAFE field personnel also
work with coffee producers who are not part of the AID/IHCAFE
Project. The numbers reached are unclear but the recent exten-
sion self-evaluation has produced some estimates of non-Project
work. For example, data for El Paraiso supplied by Puerta
indicate that of the total of 431 coffee farmers contacted by

extension agents directly, 12.5 percent were in the Project, 36

percent had credit from another source, and the remainder had no

formal credit'at all. For those assisted in Copan, 24.1 percent
were -with the Froject, ;S.B p=rcent with other credit, and the
rest were without éredit. For Copan, 24.1 percent were with the
Project, 5.8 percent with other credit, and the rest without
credit. However, these figures are not consistent with inter-
views with extension agents who indigated they spent anywhere
from 80 to 100 percent of their time with the Project. @o doubt,
the estimates of the agents in the self-evaluation include all

contacts with farmers, however incidental.
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A separate study of the impact of the Project on reducing
the effects of coffee rust is in-process but results were not
available at the time this evaluatia;—report was prepared. Since
rust is found in éll.coffee areas, the technification of some 4
to 11 percent of the land area in coffee associated with the

Project, depending on the region, should be having a positive

effect.

2.7 Current extensionist/beneficiary ratio
Using the current number of extentionists as shown in
Appendix Table C-S5, the number of beneficiaries per agent is

illustrated in Table 2.

Table 2. AID/IHCAFE Beneficiaries per Extension Agent by Region

Region Farmers Regian Farmers
per Agent per Agent
Sta. Barbara 67.6 La Paz 48.7
Copan 122.8 . Olancho 61.2
Yoro 87.4 - Cortes S1.3
El Paraiso 61.3 Central 23.1
Comayagua 95.6 . National average S2.7+

#Includes the 20 temporary agents
SOURCE: IHCAFE data

ﬁiearly, fhere is great dispafﬁty among.the regions in terms
of the number of Project borrowers handled by each é&xtension
agent. However, a number of caveats are in order. The
regional estimates do not include the temporary staff since their

distribution is not known. These figures are only in terms of
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the Project participants and do not include other beneficiaries
of IHCAFE's services. Nevertheless, it would appear that some
extension agents ne=d to be added to- some of the regions. The
only office that doesn’'t seem to be carrying its share is the
central region. The extension self-evaluation study in four of
the regions may help clarify the differences among the regions.
These figures also indicate there may not be much excess
capacity in the system since field interviews suggested that
each agent can not effectively handle many more than 80
borrowers when they are receiving credit.
2.8 Replacement of on—-farm visits with a farmer education
program

The extension methodology used with Project beneficiaries is

highly variable. As mentioned, the success of the Project
depends upon continuing to strengthen the weaker or less
experienced agents and better training for all agents in

financial management and in working with groups. To date, little
effort has gone into organizing groups, probab}y because IHCAFE
had such a poor experfence working with groups in the 1960°'s
(primarily for credit purposes). In Comayagﬁa there is a major
effort to organize farmer groups for technical assistance and

technology transfer purposes. Field staff are unanimous in their

-belief that credit should not be extended through groups (except

for already organized  formal cooperatives with strong

-

N

management) . Certainly, if the Project is gcing'tc continue to
expand, some ¢type of farmer grouping or association will be

needad given current field staff.

Farmer supervision is still highly paternalistic and parti-
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cipating farmers are simply following instructions. Continued
work is needed to achieve a system of education that can monitor
the participants’ improvement, and e;;ntually allow the farmer to
wor k primarily‘on ﬁis‘awn. While strict supervision is necessary
and desirable, there appears to be a need for a better process of
evaluation of farmers’' progress toward educational goals.

The area where the farmers are most dependent is in
manegement of their finance and farms. Farmers often rely
heavily on the extension agent for information about their loans.
With the current high coffee prices, the farmers are even further
in need of financial education so they can use any increased
income wisely.

An additional topic that might be included in farmer
education programs relates to crop diversification. IHCAFE seems
to be more aware now about the need for diversification as
compared with two years ago. Unfortunately, moving from a
specialized system around coffee to a more general technical
assistance program has;many traps. In addition, most of the
IHCAFE diversification work is located in the more tropical areas
(cacao) of the country where 1little coffee is grown. Same
cardamom work is beginning but that market is gquite small so
there is little potential for widespread adoption. IHCAFE should
consider the possibility of doing some of the diversification
work in the coffee areas so recommendations can be given the
farmers on this important topic. Such work should not be just
limited to export type crops. Livestock and other 1locally

consumed products may have greater potential for many producers.

)
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It appears IHCAFE is in need of additional policy an#lysis
and direction in its work, not only for diversification, but more
generally. It must clearly define-its goals and purposes and
translate those into clear courses of action. At present, there
seems to be considerable confusion as to what IHCAFE is trying to

accomplish.

2.9 Effect of training program on farm technification

The Project has achieved excellent results so far since most
of the producers have selected the complete renovation model
which produces dramatic effects in a relatively short period of
time for a perennial. Even so, it is not clear what role the
training program has had in this process. There does appear to
be need for many more contacts with farmers through field days,
formal and informal training sessions, and other methods of
transferring technical knowledge to farmers.

A recent study of Seligson found that for a small sample of
Froject participants in Comayagua, about 31 percent had only been
visited by IHCAFE techqi:ians once a year or less. This is a
little disturbing if true since direct supervision is supposed to
be an important part of the Project. This further illustrates
the need for a farm level imﬁact study as quickly as possible.
It also suggests IHCAFE needs to improve the management and
supervision procedures it is using to evaluate field sfaff and
activities. Because of the nature of the sample, those "findings

should be used with care until further verification is available.
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—Para—-technician program should continue as long as demand
exists for their services. Efforts should be made to reach small
non—Project coffee farmers as well. —

-Training  of extension agents and para-technicians still i
needed in the areas of farm and financial management, production
economics, and group techniques.

-Training of participating farmers and their families (wives
and children) in farm and financial management and in technical
coffee production still continues to be needed, especially since
significant cash flows will be coming from current high coffee
prices.

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

~IHCAFE should speed up diversification research and its
dissemination to the participating producers since the current
high prices for coffee likely will not continue long.

~Increased emphasis should be given to assisting the farmers
in processing and marketing their coffee. Coordinating with
existing, strong cooperatives may help in this effort.

—Additional educational and audiovisual materials should be
developed for use in the communities by the extension agents and
the para-technicians.

-Experienced extension agents should not be used in imple-
menting area profiles and other similar activities. Doing so may
jeopardize their ability to service the participating coffee
producers in their zone. New extension agents might be used for
such data collection as part of their training and to acquaint
them with their respective zones.

-Baseline data from a few'existing and newly entering produ-
cers need to be gathered to serve as a basis for further evalua-
tion of Project impact. Area profiles, using the current
approach, WwWill likely be too costly to provide baseline data for
all the regions. Possibly, analysis of a sample of the 1979
census data could provide such baseline data.

~Future studies to determine research and program directions
for the Project should consider using the "sondeo" approach.
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CREDIT ACTIVITIES

3.1 Organization and strengthening of Credit Department

Very little has been done relative to the Credit Department.
Its. current primary responsibility appears to be the collection
of past delinquent loans issued by IHCAFE before the AID/IHCAFE
Project began. The Credit Advisor of the Project has worked
informally with the Credit Department and the head of the depart-
ment has participated in some of the Project training seminars.

The original Project design included some 20 credit agents
in the field. That was modified through a Project Agreement
whefe there would be one credit agent in each regional office.
Given the design change and the fact that the Credit Department
is only working with past delinquency, it is unclear what its tie
should be with the Project. It could play a role in loan
collections as this be;omes more important but much of that work
is in the field, not in;the central office. Thus, some reloca-
tion of its staff to field lbcations would be required for it to

work effectively with the Project.

3.2 Effectiveness of banks in approving and administering_lggqﬁﬂ‘_wq B

Problems in loan approval and processing that occurred
during the first couple of years of the Project seem to have been
largely eliminated. Currently the approval process by the banks
is functioning relatively well. However, during certain times of

the year the processing of loans for basic grains does conflict
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with coffee 1loan processing. This problem has largely been
resolved by the banks placing temporary employees in the branch
offices to help process the loans. -Some of this temporary help
has been financed by the Unidad.

The only other problems identified were those associated
with changes of personnel, either in IHCAFE or in the banks. New
employees require time to learn the system and may be reluctant
to make decisioans. When this happens, there are delays in loan
processing.

Each of the participating banks has extended Project credit
through cooperatives and this appears to have been successful.
Because of this, further discussions are in process to bring
additional cooperatives into the Project. All indications are
that the credit is reaching the target group of farmers as

specified in the Project Agreement.

3.3 Level of funding and credit flows

Figures on the number of loans and volume are available
through Decehber 198S. ;At that time a total of 5,048 loans (all
types) worth Lps. 29,661,300 had been approved. 0Of that amount,.
Lps. 24,413,000 or about B2 percent had actually been disbursed.
Three different types of loans are available through the Froject:
(1) complete renovation (Model 1), (2) partial renovation (Model
11y, and i3) plant nursery establishment. The accumuléted

figures for these loan categories is shown in Table 3.
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Table 3. Total Accumulated Credit Flows Through December 1985

Loan No. of Lps. Lps. No. of

type Loans Approved Disbursed Manzanas

Model 1 | 4;3§6 24,400,100 19,968,400 9,489

(complete)

Model 11 212 503,300 448,100 295

Nurseries 444 4,745,100 3,996,500 —_—
Total 5,048 29,661,800 24,413,000 S,784

Source: IHCAFE files.

It should be pointed out that there are several planned
disbursements for the renovation loans aver the first two years
which may explain some of the delay in disbursements.
Withdrawals are permitted more quickly for the nursery loans
since they are shorter in term.

Information was also gathered on the value of loans
discounted through the Central Bank mechanism set up by the
Project. These data are shown in Table 4.

Table 4. Value of Discounts by Banks Through December 198%

Bank Nursery Investment Total
Loans Loans :

(Accumulated value in 000 Lps.)

BANADESA 1,833 (62.1%) 10,361 (54.9%) 12,194 (S55.9%)
Occidente 281 ( 9.5%) 3,102 (16.4%) 3,383 (15.5%)
Sogérin - - 680 ( 3.6%) 680" ( 3.1%)
BANHCAFE 839 (28.4%) 4,736 (25.17%) 5,575 (25.5%)

Total ;:;;; (100.0%) 1;:;;;—<1oo.02) 2I:;;;—(1oo.oz)

Source: Credit Dept., Central Bank
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As has been true throughout the 1life of the Project,
BANADESA is the major participaﬁt in the credit component.
However, 1its relative share has drn;;ed from about 67 percent in
19683 to the present 56 percent. During the past two years private
banks have become more active. BANHCAFE, a new bank created in
1980, now accounts for about one-fourth of the lending. Banco de
Occidente began extending nursery loans in November 1983. More
recently, it has added many individual loans and is now the
fastest growing bank in terms of Project loans. Banco Sogérin
started its participation with a large loan to the Triniteca

Cooperative, Trinidad, in 1984. Discussions are taking place now

for loans to four other cooperatives working with coffee.

3.4 Role of IHCAFE credit and extension agents in credit

The involvement of the credit and extension agents in
providing credit along with technical assistance has been fairly
effective in Project implementation. Most farmers are selecting
the complete renovation model which requires more technical know—
ledge as well as more crédit. Since there are now 10 rather than
the 20 credit agents as originally planned, their functions are
also different.

Although the 1983 Cuevas study suggested that the credit and
extensirn agents were handling essentially the same functions,
this dbeé not always seem to be true. At the farm level they may
well perform similar functions but the regional credit dgent is
usually the only person that maintains direct contact with the
credit institutions. Normally the extension agents do not work

directly with the banks. They are responsible for gathering data
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from the farmer and filling out the loan application forms. They
also make farm visits at the time af the application and when
disbursements are made. When extg;;ian agents are on leave or
absent for some reason, the credit agent may carry out those
duties, and vice versa. In some regions both the credit and
extension agents carry out the pre-harvest farm visits, while in
other areas they seem to place the primary responsibility on the
credit agent.

A major push for loan repayment is now taking place and
involves both the credit and extension agents. The first contact
with the farmer reminding him of repayment is by the extension
agent. For prablem cases or for more specific information the
credit agent may make field visits. Normally, the credit agent
spends a major part of his time reviewing 1loan documents,
following up on problem cases, and coordinating loan activities
with the banks.

To date, the field agents have given little or no assistance
to farmers in farm and f%nancial management. Training of agents
and farmers in these important subject matter areas was
recommended in the first evaluation report. With the expected
large cash flows going to ﬁarticipating farmers because of
currently high coffee prices, this recommendation needs to be
emphasized again. The Project can be even more successful if the
expected increases in farm incomes are channeled into other

productive investments or into housing or other priority needs of

farm families.
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3.5 Availability of production loans

Farmers will 1likely need 'annual maintenance 1loans in
addition to their coffee rehabilitaggon loans to cover weeding,
pruning, disease control and other annual production costs. GOH
counterpart funds are expected to be available for this purpose
through the same participating fimancial institutions. As far as
can be determined, there is no problem for those farmers wishing
Yo obtain annual coffee production loans for maintenance. No
accurate Ffigures were available concerning the portion of those
with complete (Model 1) or partial (Model II) renovation loans
that have obtained annual production loans. It is estimated
somewhere around 60 percent of the Project borrowers are also
receiving the maintenance loans. This is certainly a question
that needs to be researched further.

Recommendations

-IHCAFE needs to study the feasibility of placing an
additional credit agent in the regions with large numbers of
lpans.

-Additional, intensive training workshops and seminars on
credit are needed at all levels in the Project. Training needs
to adjust to the clientele group——farmers at one level, para-
technicians at another, and so on.

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

—Farticipating banks should be asked to take a greater

responsibility in loan collections. Information on delinquent

borrowers should be kept current and shared with IHCAFE workers.

~The FProject should study the possibility of reducing the
ainoun* of credit for labor, especially when it is primarily
family 1labor. This would greatly reduce the financial risk
assumed by the borrower. New loans to farmers that have paid off
a previous 1loan for one or two manzanas should not include
payment for family labor.

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

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

—Participating banks should be encouraged to follow the
example of Sogérin in passing some of the interest earnings to
well-managed cooperatives that handle the loan processing and
supervision of borrowers.

Y
\
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TECHNOLOGY AND BIFFUSION

4.1 Farmers acceptance of technification program

When talking with field agents, one would get the impression
that all borrowers are completely following their recommenda-
tions, with few exceptions. Given the general USAID experience
of providing supervised agricultural credit to small farmers in
Latin America, one should not be surprised if field studies
reduce that optimism somewhat. In many respects, the very recent
Seligson study does Jjust that. It is based on a very small
sample of 30 Project participants in just one region, Comayagua.
Furthermore, it is an off-shoot of a land titling study and was
not specifically designed to study the effects of the NID/IHCAFE
Project. Thus, 1in no way does it statistically represent the
Project in either Comayagua or in general. Nevertheless, it does
provide some interesting findings that might guide further
research geared directly towards the Project.

The average size farm for Project participants at the time
of the interview was 23.9 Mz.. The farmers averaged 41.5 years of
age, had significantly highe? levels of formal (but still rela-

tively 1low) and informal education as compared with the non-

—technified farms, and they were more active in a - number  of -

community organizations. Project farmers used higher levels of
technology, especially fertilizers and pesticides, as compared
with non-technified farmers. For Froject participants, technical

assistance was four times that received by the others and most of
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that came from IHCAFE. Credit use was higher among Project
farmers as well. In contrast, coffee yields were considerably
below those of the non-Project but-technified farms and below
even the non-?echnified farms. The apparent reason for this is
that the parcels had been completely renovated and were just
beginning production. Unfortunately, no data were gathered about
the amount of time since renovation to test this hypothesis.

Many participants in the Project aﬁparently do take soil
samples for laboratory analysiz but this practice is not
widespread. FHIA i=s now available for soil testing and its
reputation for such work is very good. No doubt, there are other
soil testing laboratories that may be satisfactory for small farm

soil analysis.
4.2 Effect of Prices on Farmer Interest

Current coffee prices are very high and are expected to
remain strong due to the 1985 frost in Brazil. While the
price per quintal (100 1lbs.) was around 160 Lps. in early 1984,
by mid-January 1986 thé price had jumped to more than 200 Lps.
Thué,' with current prices, the Project has not had difficulty in
attracting participants. Few or no advertising or informational

programs are now needed to attract new participants to the

- Froject. Field technicians consistently indicated there is no

prablem of getting new borrowers. This is in sharp contrast to
the considerable effort that had to be made the first couple of

vyears to interest good participants.
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4.3 Following of instructions by farmers

As expressed by extension staff during  interviews and
generally supported by the Seligson-study, most farmers seem to
follow the instructions of the extension agents. However, except
for that study, nﬁ ééecific data are available on this question.
No doubt, the acceptance of technical recommendations by farmers
will vary considerably. Field staff estimate that maybe S5 to 10
percent of the farmers don’t follow their advice very well.

If farmers continue to follow the recommended management and
production practices, they should see significant benefit over
time, especially with the current high cof fee prices.
Nevertheless, the recommended technical models need to be
reviewed regularly and adjusted according to new research
findings and current economic conditions. Current
recommendations appear to be based on trying to maximize physical
production. This approach may be reasonable given current high
prices but with 1lower or falling prices it 1is especially
important to test the returns and cost effectiveness of varioug

levels of technical manadement.

4,4 Farmer satisfaction with credit and technical assistance
Farmers seem satisfied with the technical help and credit

that they are receiving although no specific field studies have

been done to substantiate that conclusion. The system is stiil -

quite paternalistic and needs to gradually educate and train the
farmer and his family so this will be less necessary in the

future.

I~
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4.5 Incorpaoration of processing and markéting activities

No significant progress is evident in this area although
many technicians and field staff have expressed the need for
coffee processing and marketing assistance. Discussions on the
possible extension'o¥‘the Project are includino these activities
as an important part of any future work. No doubt, assisting the
small coffee producers in processing and marketing will help them
receive a higher farm-gate price for their coffee. Most farmers
apparently sell their coffee humid.

The Unidad is planning to establish a small demonstration
area at the training faci{ity in La Fe where farm level type of
equipment for small-scale coffee proces=ing can be shown. Items
developed by the the AID-financed rural tecnnology project are

also expected to be included in the display.

Recommendations

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

—Generally, there is poor coordination between extension and
research. As quickly as possible, IHCAFE should locate research
personnel in regions where none are presently located. More
farmer test plots need to be established and used as a 1link
between the researcher and the extension agents and farmers.

—Fertilizer recommendations should be based on soil sample
testing as much as possible. Investment plans currently cover
such costs and farmers should be encouraged to use the money for
that purpose.

—IHCAFE should 1look into methods of standardiZing the
weights and measures used in the coffee marketing system to
ensure farmers receive equitable payment for their marketed
coffee.
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Swall Farmer Coffee Improvement
Broject 522-0176

ATTACHMENT No. 1

-

STATEMENT OF WORK

Egckground:

The first evaluation of the Project was conducted by Experience
Incorporated and & final report submitted on February 10, 1984. The Project
Agreement called for an additional evaluation to be carried out in the final
year of the Project. Consideration of an expansion of this Project would
indicate that this second evaluation shguld be carried out prior to the
development of the Project Paper amendment. During CY1985 a number of
mini-evaluations have been carried out relative to the loan portfolio, the ’
paratécnicos activity, and baseline data. These evaluations will be provided
to assist in the overall Project evaluation.

As a result of the Project expansion planned in early 1986, emphasis on
this evalugfion will center on the status of recommendations made in the first
evaluation~conducted in December 1983 and January 1984,

Article I. Title

Second formative evaluation of the Project Small Farmer ‘Coffee
Improvement.

Article II. Obje.tives

1. To evaluate the capacity developed so far by IHCAFE to coordinate
Project activities and to provide improved extension services to
small coffee farmers.

2. To evaluate the efficiency developed by the involved banking
institutions to provide credit to the Project's target group.

3. To evaluate the impact of the Project on participating swa.l<coffee
- producers with respect to changes in production; income and
profitability; use of modern technology and inputs; and provide an
overview of the sociological impact of the Project.

Results of this evaluation will be used to improve current Project-
management arrangements and in planning of an expansion of the Project.
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Title I11. Statement of Work

A. Egthodologz

Contractors should contact Samuel Tenorio, BANADESA, and Roger Marin,
BANHCAFE, Jorge Bueso A., Banco de Occidente and Sidney Pantxng, Banco
Sogerin, for credit experience under the Progect. Within IHCAFE, Jaime
Villatoro, Project Coordinator will be the primary contact. IHCAFE
will coordinate field visits with regional offices to assure maximum
exposure to activities and problems. Field work may approximate one
half of total work days requested. IHCAFE will provide contractors
with all quarterly reports as wel] as quarterly reports from Servicios
Técnicos del Caribe technicians working on the Project. It is
anticipated :hat approximately one month will be required for this work.

B. Specific Terms of Reference

1. Overall Institutional Development

o e,

“1.1. How effective has been IHCAFE in implementing the Project
given additional ongoing activities. In this respect, '

(a) has IHCAFE proven to be an effective institution in
coordinating" the credit and technical assistance delivery
services to Project beneficiaries; and,

(b) has IHCAFE's Accounting Department shown satisfactory
capacity to manage Project funds, to establish the
accounting system needed to control the use of Project
funds, and to procure and sell needed agricultural inputs
to partxcxpatxng farmers?

N
1.2. How effeccxve have been the Central Bank in managing loan
funds and in making capital available to BANADESA,
BANHCAFE, Banco Sogerin and Banco de Occidente according to
Project needs?

1.3. What has been the effectiveness of short and long-term
foreign technical assistance on:
- {a) = the creation and staffing of the credit sgent positions in
support of the extension activities organized;
(b) the definition of the in-service training program for
extension agents;
(¢) the implementation of the area profile activity;

-

t.
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2.

1.5,

1. 6.

Small Fammer Coffee Improvement
_Project 522-0176

.

the development and implementation of media programs
designed to train coffee farmers in IHCAFE's technification
models; and,

the implementation of credit activities for groups?

What support links have been developed between regional
institutions (e.g., 1ICA and PROMECAFE) and 1HCAFE, and to
wvhat extent these links have facilitated the implementation

of the Project?

How effective has been IHCAFE in promoting the
participation of addigional banks in the Project?

To what extent are the Titling Project and the Small Farmer
Coffee Improvement Project being coordinated, and what
formal linkages should be established between both to
maximize impact?

Extension Activities

2.1.

2.2.

(a)
(b)
(c)

2.3,
(a)
(b)

(c)”

2'6.

Has the Extension Department within IHCAFE been expanded as
a result of Project activities?

What is the status of the in-service training program
instituted to improve the capacity of IHCAFE extension
agents to transfer technology to coffee farmers? That is,
What kinds of training activities have been organized?
What has been the quality of training received up to date?
To what extent -the content of courses, seminars, and
workshops organized is relevant to field activities planned
for extensionists?

What importance has IHCAFE given to the preparation of area
profiles? Are these profiles being prepared? 1f so,

to what extent data collected for such profiles is relevant
and accurate;

what use do extfension agents make of proflles, and

is information collected being updated?

What Project promotion activities are being organized, how
do extension agents participated in the organization of

such activities, and to what extent are they being

effective in getting target fammers involved in the Project?
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2.5. What selection criteria are being used to select Project

2.6.

2.7.

2.8

(a)

(b)
(c)
(d)
(e)

2.9.

.

PI0/T PROJECT IMPLEMENTATION ) Honduras ! PAGE 7 OF 11 PAGES

beneficiaries, have extension agents participated in the
definition and application of such criteria, and how
effective are they in reaching the Project's target group?
In this respect, are such selection criteria useful in
identifying and reaching small coffee producers as
anticipated by the Project Paper?

What is the extent of Project coverage at this time? What
type of coffee farmers are presently participating in the
Project, and are the more affected areas by coffee rust
being serviced? .’

What is the current extensionist/heneficiaries ratio? 1Is
this ratio adequate to provide needed technical assistance?

To what extent is the system of on-farm supervisory visits
being replaced by a system of farmer education? That is,
has IHCAFE translated its technical models into technology
transfer messages that can be easily understood by Project
beneficiaries? In this respect,

is a gradual approach being used to get small coffee
farmers involved in the Project and is this approach
adequate;

is formal instruction being provided to groups of small
coffee producers;

are extension agents establir.iing demonstration lots in
cooperation with local producers;

are radio broadcasts and mobile training units bezng used
to either train or reinforce training; and,

vho is currently receiving individualized/intensive
assistance and to what extent this type of assistance is
being utilized as a training follow-up mechanism?

What is the effect of the new training program on the
technification on the farm?

ST 3. Credit Activities

3.1.

Sl

What arrangements have been made by IHCAFE to adequately
organize and staff its Credit Division? To what extent the
Project amendment in this respect has proven to be an
adequate decision?

l‘
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302.

3.3.

3.4.

3.5.

Project

Small Farmer Coffee Improvement
Project 522-0176

HdaheffécﬁiQe have been the participating banks in
approving and administering subloans to small coffee
farmers and in providing them with needed banking

services? In this respect, what has been the credit flow
to Project beneficiaries so far? Are disbursement rates

anticipated for the initial years of Progect implementation

being attained?

wWhat level of funding is now available for the credit
program, including both investment and production loans?

1s the GOH making available stipulated counterpart for such
program? s e’

What role has been played so far by IHCAFE credit agents in
the development of credit plans for small coffee farmers,
in assisting them in loan management, in distributing
inputs and in monitoring loan repayments? Has the
involvement of IHCAFE credit agents in such activities
proven to be effective ip Project implementation?

Are production loans in addition to investment loans being
made available to participating farmers by BANADESA, Banco
de Occidente, BANHCAFE and Banco Sogerin?

Accepf ability, Technological Adoption and Diffusion

4.1.

4.2,

4.3,

Have target farmers accepted the technification program
proposed by IHCAFE technicians? In this respect, to what
extent (a8) thé credit terms designed, (b) the type of
assistance offered, and (c) the possibility of a gradual
renovation of damaged plantations have enhanced Project
involvement? .

Has any previous interest in the Project among
beneficiaries been affected by the current world coffee
prices?

Are (persistant) Project participants adequately following

instructions provided by IHCAFE technicians? That is, are
participating farmers replacing old coffee varieties by new
ones, repopulating their plantations to optimum levels, and

utilizing fertilizers, pest control practices, advanced

56
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Small Farmer Coffee Improvement
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ahading‘aﬁd pruning techniques as expected? If not, why
not and what modifications must be introduced for
technology transfer to occur?

4.4, Are Project participants satisfied with the credit
assistance (e.g., both investment and production credit)
and technical assistance being provided under the Project?
If not, what are their complaints, and how can existing
problems be overcome?

4.5. To what extent has IHCAFE acquired the capacity and is

involved in promoting the advantages of processing and
marketing coopertivés through its technical assistance

activities? Have farmers shown any receptivity to such
promotion? 1If not, what modifications must be introduced

for the adopted cooperative involvement strategy to be

effective?
Article 1V. Reports
The Contractor is expected to present a final evaluation report by
January 31, 1986. This report should follow the Project Evaluation Summary
(PES) format and it should have the following sections:
1. Recommendations
2. Summary of Findings
2.1. Overall Impleméntation Capacity within IHCAFE and involved
. - banking institutions.
2.2. Accomplishments with respect to Extension Program.
2.3. Accomplishments with respecto to Credit Program.
3. External Factors affecting Project implementation
4. Status of Inmputs
"5. Status of Outputs
6. Status of Project's Purpose
7. Description of Project Beneficiaries to Date
8. Lessons Learned
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Article ~ V. Relationships and Responsibilities

The Contractor will receive technical direction from John L. jordan,
from the Rural Development Office at USAID/Honduras:

Article VI. Term of Performance

Begiﬁning on/about December 20, 1985 and ending on/about January 24,
1986.

s LrmaamEL: -

Nom
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TF‘ LIST OF PRINCIPLE CONTACTS

k IHCAFE:

]

) Jzime Villatoro Coordinator, AID/IHCAFE Project Un:t
BGilberto Franco Technical Asst., " " "
Bustavo Moncada Field Coordinator, " v "
Joaquin Ayala Computer center, " o n
Fausto Cuello Data technician, " " n
Amparo Canales Cruz Assistant, " " "
Julio Gonzalez Chief, Extension Department

o Alberto Duroén Diversification Dept.

- Felix Espinosa Diversification Dept.
Eduardo Avarado Training and Publicity Section

{ Octavio Torrez " " v “

. Jose Lainez " " " ' "
: R. Ramos 1] " " 0

Raul Bueso Godoy Regionral Chief, El1 Paraiso

- Jorge Alberto Escaobar Credit Agent, "
David Diaz Zelaya Regional Chief, Comayagqua
Francisco Calero Matute Regional Credit Agent, Comayagua
Elpidio Zelaya Aguilar Extension Agent, »

Carlos Bertrand H.
Virgilio Chicas Banegas "
Carlos Antonio Fidres Credit Agent, "
Mario Alcantara G. " " "
Jose rFrancisco Veldazquez
Rony A. Lazo

Manuel de Jesus Soto V. Regional Chief, Olancho
Oscar Valderranos N. Credit Agent, "
Jose Feélix Molina Extension Agent, "

Pedro Enamorado Q. -
Daniel Roberto Contreras "
Jose Ernesto Gallardo " " "
Domingo Acosta B.

Carlos Isidro Martinez
Pablo Palma ‘ u " n

[ 1] (1] n

Guillermo Zaldivar L. Credit Agent, Central

s Dsmar Giron Castillo Regional Chief, Yoro

f Angel Rene Licona Credit Agent, Yoro

- Humber-to Lobo Sanabria Regional Chief, Sta. Rosa de Copan
T o Eliseo Planco Martinez Regional Chief, Sta. Barbara

i Victor Amador Ramos Credit Agent, Sta. Barbara

- Maximino Serrano Regional Chief (Acting), Cortes

Ldépez Cacao Ext., San Pedro
. r Mario Enrique Palma Experiment Station, Campamento
L Rubio Coffee Research, Comayagua
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SERVICIOS TECNICOS DEL CARIBE:

. Frank Astacio
Ruben Nufiez
Ricardo Puerta

USAID:
John Jordon
William Kaschak
Peter Kranstover
Peter Lara

BANCO CENTRAL:

César A. Nuaflez

BANCO SOGERIN:

Sidney Jose Panting

BANADESA:

Francisco Lupiac
Hernan Vel asquez
Mario Santos

Norma de Morales

BANHCAFE:
Roger Marin
Ronaldo Nuafiez
Manuel Mariaga
Wilfredo Medina
FECOCAL:
Miguel Fernandez
BEANCO DE OCCIDENTE:
Jorge Bueso A.
Marco T. Cano
Miguel R. Aguilar B.
Others:

John Gloetzner
John Wyeth

Credit Advisor, IHCAFE
Agricultural Economist Advisor, IHCAFE
Sociology Advisor, IHCAFE

Rural Development, Credit
Development Finance

Land Tit?’.ing Program

Credit Department

Accounts Executive

Asst. Bank Manager

Chief, Regional Supervision Office
Supervisor, Field Offices

Chief, Finance Division

General Manager
Credit Accounts

Juticalpa Office
President

General mManager
Credit
Chief, Agriculture Department

ESQUEL 1
Coffee Policy Advisor, IHCAFE
Overseas Dev. Admin., UK

[
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PARTIAL LIST OF REFERENCES _AND MATERIALS USED

ASTACIO, C. Frank, . Cuarto Informe de Crédito del Projecto AID-
IHCAFE No. S22-0176, Préstamo AID-No. S522-T-044, Asesor, Unidad
Ejecutora-IHCAFE, 30 de marzo, 1984

_______ y Buinto Informe Semestral de la Asesoria en Crédito
Agricola del Projecto de Préstamo No. S522-T-044 de US-AID y el
Gobierno de Honduras, Asesor, Unidad Ejecutora-IHCAFE, 30 de
septiembre 1984

———————sy Sexto Informe Semestral de la Asesoria en Crédito
Agricola del Projecto de Préstamo No. 3522-T-044 de US-AID y el
Gobierno de Honduras, Asesor, Unidad Ejecutora-IHCAFE, 30 de
septiembre 1984

ey Seéptimo Informe Semestral de Crédito Préstamo No. S22-T-
044 Suscrito entre US-AID y el Gobierno de Honduras, Asesor,
Unidad Ejecutora-IHCAFE, 30 de septiembre 1984

CUEVAS, Carlos and Saida C. Flores, Level and Structure of IHCAFE
Costs Associated with Coffee Loan Activities, Report to
USAID/Honduras, Department of Agricultural Economics and Rural
Sociology, the Ohio State University, January 1984.

FORTIN LAGOS & ASDCIADOS, Analisis de la Cartera de Préstamos a
Diciembre de 1984, Tegucigalpa, 19 de Diciembre 1985.

IHCAFE, PROMECAFE, AID-ROCAF, Memoria: Curso Taller Sobre la
Caracterizacion del Sistema de Produccion del Cultivo del Café,

1984.

-

SELIGSON, Mitchell A., A Report on the Honduran Small Farmer
Coffee Improvement Project, University of Illinois at Chicago,
submitted to USAID/Honduras, January 30, 198é.

NESMAN, Edgar G., Evaluation ‘Report of Faratechnician Program:
Small Farmer Coffee Improvement Froject, report submitted to
USAID/Honduras, Center for Community Analysis and Development,
University of South Florida, Tampa, August 1, 1985.

NUNEZ, Ruben, Analisis del Impacto de un Aumento de Precios del
Café en la Economia de Honduras, Gobierno, los Exportadores y los
Productores, Consultor Economia Agricola, IHCAFE, 1985. -

______ s An Update on the Project’'s Rate of Return, Contribution
to GDF, Effect on Balance of Payments, and Income Effedt for
Individuals Participating in Project, Agricultural Economics
Advisor, IHCAFE, January 19864.

Flan de Tabulacion Inicial para Analizar los Datos del
Frojecto, Consultor Ezonomia Agricola, IHCAFE, Septiembre 198%5.



e e

T,

Appendii 62

PUERTA, Ricardo, Autoevaluacion del Programa de Extension——
Propuesta al Comite Consultivo,_ Equipo Teécnico Projecto
AID/IHCAFE, Septiembre 198S.

______ s Factibilidad de FEHCOCAL y de las Cooperativas de Produc-
tores de Café de Honduras de Participar en el U.S.AID/Honduras-
Farmer Organization Strengthening Project, 198S5.

RIVAS, Carlos A., Cuarto Informe Semestral de la Asesoria en
Comunicacion Agricola del Proyecto de Préstamo No. $522-T-044 de
USAID y el Gobiernoc de Honduras, IHCAFE, 25 de Febrero 1985.

VIJERANO, Gilberto, Manual de Jesus Soto Velasquez, y Victor A.

Vasguez, Caracterizacion del Sistema de Produccion del Cultivo
del Café en una Zona Especifica, Volumenes I-II1-I11-1V,
FROMECAFE, IICA, e IHCAFE, Agosto 198S5.

VILLATORO, Jaime, Informe de Avance No. 3 - Mejoramiento Pequeflo
Caficultor AID-IHCAFE, Unidad Ejecutora, 1984.

________ s Informe de Avance No. 4 Projecto AID-IHCAFE, Programa
de Mejoramiento para el Pequefio Caficultor, Unidad Ejecutora,
IHCAFE, 1984.

________ y Informe de Avance No. S Projecto AID-IHCAFE - PFrograma
de Mejoramiento para el Pequefio Caficultor, Unidad Ejecutora,
IHCAFE, 1984.

Informe Advance No. 6 Projecto AID-IHCAFE, Programa de
Mejoramiento par el Fequebfo Caficultor, Unidad Ejecutora, IHCAFE,
febrero 198S.

________ s Informe Advance No. 7 Projecto AID-IHCAFE, Programa de
Mejoramiento par el Fequefio Caficultor, Unidad Ejecutora, IHCAFE,
mayo 1985.
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Tatle C-1. Nuader

and Asount of Loans by Region and Year--Model |

1982 1983 1984 1183 - Total
Yo of  Mamat  Meowt Moo ol Meout  Mowt  No.of  Meount  feomt  Wo, of  Meowt  Meowt Mo, of  fsoet  decmt
Region Loass Appraved  Disbursed Laans  Approved  Disbur sed Loins Approved  Disbursed Loans  Approved Bisbursed leans  Approved Dishersed
fall values are in 000 Lps.) fall values are in 000 Lps.)

1. Sta. Bartura LM 9.8 4.9 1% 983.4 390.3 208 1243.5 1002.2 W 131.3 132.8 (Y 4010.2 334
2. Copan 82 483.4 .y 129.8 785.2 2% 1712.8 1221.4 182 943.4 1029.4 137_ 34,2 3393.7
3. Yoro &2 pATIR ] 118.7 23 125.3 158.3 38 1497.4 v87.9 286 112.4 1300.3 0 RATY B 2718
i El Pararso & R/ R 3%.2 “y - m.é 143,? u 3848 300.2 183 w7 703.0 M 2071.0 1725.3
3. Losayagua 101 493.7 449.0 170 899.4 9.0 303 1350.1 1211.3 108 m.2 640.3 82 J457.4 2744
b. La Paz L1 308.3 200.2 - 7 4.0 100.7 118 1.7 489.0 180 182.1 183.2 pALY 0111 1381.14
1. Qlancho ] 3384 . 127 708.2 451.3 100 (119} 387.8 10 358.4 4001 7 010.4 1Im.s
3. Cortes a3 457.0 1.3 104 S48.1 349.5 1944 899.3 528.4 % 3gs.3 132.2 40 2132.7 17384
9. Central 3 3.2 3.2 28 153.4 100.1 90 Joa.9 381.2 82 4.2 305.0 183 'SIJ' 8115
Total 595 3270.8 20966 a3 4884,2 2912 1828 9150.9 89504 1328 70944 $925.5 439  20000.1 199484

N

W
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Table C-2. Nusber and Asoust of Loans by Region and Year--Model 1
1982 1983 1984 1185 Totat
No. of Asount Azqunt No. of Asount Asount No. of Asount Asount No. of fRaount Asount No. of fAsomnt Asoent
fegion toans  Approved  Disbursed Lasns  Approved Disbursed Loans  Agproved  Bisbursed Loans  Approved Disburted Loans  #Approved Disbursed
{all values are in 000 Lps.) fall values are in 000 Lps.)

1. Sta. Barbara 0 0.0 9.0 [} 0.0 0.0 0 0.0 0.0 0 0.0 0.0 0 0.0 0.0 .
2. Copan 0 0.0 0.0 - | 23 2.3 0 0.0 0.0 0 0.0 0.0 1 2.3 23
3. Toro 0 0.0 0.0 0 0.0 6.0 3 1.8 1.4 ] 0.0 0.0 '3 1.4 1.4
4. El Pa ai2 [ 22.3 18.7 v 0 0.0 0.0 12 23.4 22.8 33 .y w7 L] 9.8 n.2
3. Cosayagua 1] 108.4 104.1 n .3 3.4 3 8.3 10.4 ! 0.1 0.9 )] 19,1 10,3 '
8. La Paz 0 0.0 0.0 2 8.4 4.2 | 1.9 4.3 2 . 2.0 ] 13.4 10.8
1. Olancho 2] 13.9 12.9 1l 35.8 30.8 13 48.8 31.2 13 28.9 3.8 1] 181.2 1747
0. Cortes 1 1.8 1.2 0 0.0 0.0 0 0.0 0.0 0 0.0 0.0 | 1.8 1.2
9. Central 2 5.9 5.9 0 0.0 0.0 0 0.0 0.0 0 0.0 0.0 2 LX) 5.9

Total 82 2.5 202.8 15 124.0 91.¢ u 90.2 75.0 St 78.4 7.4 U2 303.3 0.1 :
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Tadle C-3, Nusber and Aaount of Loans by Region and Year--Nuseries

1182 1983 1984 1983 Tatal
No. of Asgunt Asount Mo, of Aacunt Asount Xo. of Aaount Asount No. of Asount Recunt No. ef fsoeat Aoowat
Region Loans  Approved  Dishursed loans  MAgproved  Disbursed Loans Approved  Disbursed Loans  Approved Bishersed Losns  Appreved Dishersed
{al] values are in 000 Lps.) fall values are in 000 Lps.)

1, Sta. Barbara 12 147.% 105.3 & 393.8 192.5 il 314 2357 8 66.4 10.0 . 1 n.2 $24.7

2. Copan 12 130.1 112.8 2 A1.1 204.3 23 308.1 m.é 4 (118} 3.3 1) AN 3.0

3. tora 0 0.0 0.0 n 343.0 2.1 B 3. 0.5 [ 5.6 1.1 n 7004 0.3

4. El Paraiso 3 35.4 19.5 16 147.4 108.4 13 143.9 138.3 1 1.0 23.1 ) 33 AN ] .2

3. Coeayaqua 8 4.8 31.8 .. 1 195.2 202.1 18 295.6 226 12 7. 18.0 " .3 §20.3
s LaPaz 0 0.0 0.0 2 319.2 198.8 1} 124.4 130.3 10 28.3 1.0 a3 2.1 et .

7. Glancho 9 135.0 1244 [ 103.0 4.4 12 133.3 117.8 [} 0.0 0.0 ry 373.9 316.6

8. Cortes 10 {29.0 88.3 0 0.0 0.0 Y 203.3 1340 10 103.8 38.8 b} .1 1.4

9. Central 2 13.2 1.0 3 3.2 10.11 7 3.1 5.7 | 8.7 n.2 n 1.2 13.0

Tota) 3 8311 490.4 178 1778.% 1245.3 133 1808.¢ 1728.7 3 916.3 337.4 " ' 7384 3995.3

=




Table C-4. Budget and Operating Expenditures 1981-1985

Year 1961 1982 1983 1984 1985 - Total  Total
Itea Spent Budgeted
(Ail values in 000 Lps.)
USAID Loan
Training 11.0 35.2 148 10B.5 30,5 3.2
Deso plots 27.4 19.9 72.1  119.4 2804
Publications 1.4 36.1 81.% 126.6 2180
Vehicles,equip. 99,7  251.4 4.9 S4.1  610.1  512.0
Evaluation 0.4 0.4 2.5
Adeinistration 11,7 0.1 0.1 11.9 89.0
Credit fund 44B5.5 5892.4  5422.1 14000,0 16000.0
Contingencies 12,8 12.6 0.3
Sub-total 5020.5  322.0 6100.2 5738.8 171B1.5 17477.4
USAID Brant
Tech. Ascistance 20,7 415.5  2B2.0 97.3 9965  960.0
Training 0.1
Sub-total 201.7  415.5  2B2.0 97.3 9945  960.1
60H Counterpart
Personnel 43.9  B3%.9 1602.4 1697.4 159L.9 §5777.1  2772.0
Training 4.2 2.7 . 6.9 24,0
Vehicles,equip. 2.7. b2.1 3b.6 M1 1S 13.8
Adainistration 3.4 23.2 82.2 85.7  136.4  330.9 1708.0
Credit Admin. _ 0.0 2400.0
Credit fund 1339.2 1339.2  2000.0
Conti- gencies 0.3 4,2 45 ML
Sub-total  49.3  Be%.6  1749.7 1B23.9 Jl1L.& 76041 9359.4

Project Total

49.3  6091.8 2487.2 B206.1 B947.7

25782.1 27798.9

bt
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Table C-5. Number of Extension Agents by Region and Year - IHCAFE

Year 1981 1982 1983 1984 1985

Region
i. Sta, Barbara 17 16 b 11 10
2. Copan 12 B 9 9 b
3. Yoro 9 1 7 6 7
4. El Paraiso b 7 7 7 7
S. Cosayagua 8 8 8 8 8
b. La Pa: 8 7 7 7 7
7. 0lancho 8 8 8 7 ]
8. Cortes 9 B B 7 8
9. Central 9 ] b B 8
Total Bb 75 72 67 67
Teaporary b 3 15 0




Table C-6. Value of AID/IHCAFE Loans

N s .4

Agencies

0ficina Principal
Comayagua

“Chotuivea .

Y

EZ Paracso

Dantl

Progreso

Tela

Juticalpa

Catacamas

Marcala

La Esperanza
Olanchito

San Pedno Sula
Puento Contés

Santa Rosa de Copdn
Santa Barbara

Yonro

Minas de Ono

San Luis Santa Barbanra
La Paz, La Paz
Tatanga

TOTAL

1

1 ’ . e i~
Approved by Year-——BANADESA

Total
1952 1983 1954 1985 Am‘;:g:::
T (000 Lps.) TIoEEEE
22.4 - 2.1 103.8 128.3.
557.2 1,053.1 §47.4 341.1 2,798.8
- 92.1 1585.9 21.5 299.5
159.9 63.7 97.8 52.8 404.2
213.4 165.5 150 9 129.3 689.1
958.1 106.5 9646.5 1,051.6 2,222.7
112.4 159,2 239.0 - 510.6
73.3 69.2 108.§ 5.0 256.3
264.,1 119.9 40.3 71.5 495.8"°
44,2 28.3 112.6 142.0 327.1
- 52,6 64,9 8§7.3 204.8
362.9 73.1 167.6 67.3 670.9
§.8 - - -.- : g£.8
670.8& 1,101.3 1,060.3 598.4 i 3.430.8
369,1 364 .4 1,048.7 554.6 2,336.8
215.0 206.6 606,2 306.8 1,334.6
58.2 29,9 291.1 309.5 688.7
61.3 35.9 21.8 211.2 333.2
- 10.0 145,0 271.6 426.6

- - 399.8 . 242.2, 642.0

:z;.-§£:3-g:'::l.—:::::2&12352:::::?&259&3::=:".-.-::s:sgtgéZ&.g:::::::::::z===33L§lagg£é:::l

SOURCE: HEANADESA, Entregas y Recuperaciones

87
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Table C-7. Value of AID/IHCAFE Loans Disbursed by Year—-—BANADESA
Total
Agencies 1952 1953 1984 1985 Disbursements
(000 Lps.) , :

Oficina Princdipal 14.0 4.2 0.4 z;gg , 3%.9
Comayagua 405.3 - 902.0 §11.8 2t ,395.7
Chofuteca | - 74.4 156.9 37.8 271.1
EL Paraiso 124.2 104.7 70.9 42.4 342.2
Danki : 146.0 161.5 166.6 403 571.5
E2 Progreso 66.5 100. 8 579.1 oc. 1,608.7
Tela - - - . e
Juticatpa ‘ : 73.6 130.1 207.4 gfg 469.4
Catacamas 43.6 77.6 93,7 . ' 246.4
Marcata , 169.1 152.1 42,12 51.1 414.5
Lla Esperanza 32.0 34,4 68. 8 106.2 241.4
OLanchito - 36,1 54.5 - 67.9 i 158.5
San Pedno Sula 206.6 181.0 134.5 79.8 601.9
Puerto Contés 4.1 2.3 0.4 .- 8.5
Santa Rosa de Copdn P §47.2 §43.4 357.3 2,701.1
Santa Banbara 247.2 327.% 669.6 550.0 1,794.6
Yoro 149.5 201.§ 389.§ 293.3 1.034.4
Minas de Ono 39.1 36.4 164.3 231.2 491.0
San Luis Santa Barbara 42.2 40.7 2§.5 126.6 238.0
La Paz, la Paz - 19. 8 69.9 175.4 265.1
Talanga - - 202.8 212.7 415.5
TOTAL 2,218.2 3,434,9 4,772.5 3,938.1 14,368.7

scdzorisocnrrersdozerzcosnsuslcores FEmEmEEs FE T 2 S A St 2 2+ F T F S+ 51

j;\ SOURCE: EBANADESA, Entregas y Recuperaciones

%
[
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Table C-8. Value of AID/IHCAFE tLoans Collected by Year—-—BANADESA Total
Amount
Agencies 1952 1953 1984 1985 Recuperated
{000 Lps.)
Oficina Principal - - - 15.3 15.3
Comayaqua 1.1 122.5 315.1 109.6 551.3
Chotuteca - 9.2 42.0 13.9 65.1
E¢ Puuaiso - - 25.9 69.1 95.0
Danll - 16.8 46.5 14.5 77.8
EL Progreso - - §5.8 178.8 264.6
Tela . - - - - -
Juticalpa - 1.3 12,2 61.9 75.4
Catacamas ‘ 0.3 - 45.8 14.8 60.9
Marcala 0.6 - 50.7 24.3 75.6
La Esperanza : - - 36.2 31.4 67.6
Otanchito - 5.7 19.9 15.8 41.4
San Pedno Sula 2.5 28.0 70.0 16.1 116.6
Puento Coates - - - .- -
Santa Rosa de Copdn 37.0 95,8 200.6 210.5 1543.9
Santa Banbara - 30.6 120.8 §3.0 234.4
Yono - 7.7 102.3 53.7 163.7
Minas de Ono - - 27.2 44.3 71.5
San Ludis, Santa Barbara - 14.8 - 21.9 36.7
Lla Paz, La Paz - - 17.1 28.7 45.8
Talanga ) - - - 14.3 14.3
TOTAL ---gllésm—--:—-:;éégif—’--::::’.&.gg.-!é.-?::zzzsa=l£££=’="2=:===:=:=glé-’»é:,?.g,

SOURCE s BANADESA, Entregas y Recuperaciones

QL



FLOCT TITLE & NODIR:

\ ': wader objective to which

*" 7 incroase tho incomes and

e’

n(guzhoycammw‘wmqﬁkﬁ _‘ A
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. X ' ' PROJICT DESION SIMMARY
LAGICAL IRAMINKK

LIFR O PROJLCT:

From FY Al

Totnl u.s*m:rr s 30 v‘n ’ﬁm

Date Proparcd: ApriT ),

=ikt

PAGH 1

NS OF VIIUFICATION. O] ASNERTING

Coffcc Production _ $22-0176
m"wﬁi SECiot AL, TG Mcasures of Gaal El"— Saent ;

", g projoct con:ribu:es

Average lncom of flm families
qlly of 1ifo of rural working less than 10 has, of

1 4 fanilles while * land increases from $

+ gxreasing natlonal to § (real Jollars]

. pedetion by 197

Increase of 6.5% in real value of
GDP by 198S.

w5CT URPOSE: Conditions that will indlcate
purpose has been achieved: End

© of project status.

1.1, Productivity per ha. increased
from 8 to a minimum of 25 quintals
leading to a production increase of
34,000 quintals on 1,400 man:anas

+yattizate the impact of
alfee Tust on small coffee
sxaducers by assisting as
\'-V of thea as possible
1 incvease .their yields
x 33 to be adle to afford
=3t contral measures thereby income increases for producers.
2. tlioving them to increcase
- weir rcad income

. 1.2 By 1986, a total of 6,000
. . manzanas wiil expericnco some
increase {a total production
based won year of

entry into the Project.

1.3 Credit availahilities for
small farmer investment ccase to
be a constraint for technification
of additional land by 1986.

1.4 Success of program will attract
4000 mazanas into un expanded
technification program by BIPS

BT . Magnitude of Outputs:
. LICASE's ability to 1.1,

apond TO smull farmer ©
vols stzongthencd.

Small coffee farms heing
serviced by [HCAFE and credit
institutions increased

¢ to 3,000 and continues to

4 increase by 10% per year,

] 1.2. 1 of small Farmers reeniving
3 training Cren HHCALL extenslon workers
'f..r fncrcascd by 3,000 over lifc

3’ of Projuct.

z,

{ .

!

’ .

i

a -

3

i

s

which enter the technification prograa
by the end of 1983, with commensurate

National Agrlcultural
statistics,
Records.

Project evaluation
and rccords.
[HCAFE records
and rcports.

Projcct reports
and cvaluations.

[HCAFE records.

Assimptions tor achicving
Rgaal targets:

The world market price of
coffec remains sufficiently
high to cnahle most small
coffec farmers to increase
their production lovels in
view of coffee agreoments.

The fam gate orice nnid
for non-coffce crops docs
not fall below a real 1979
level.

Other income-genarating
activities of G
positively affect rural
familv income.

Assumptions for achieving
purpose:

No major natural or man-made
disasters other than rust
and hroca adversely affect
caoffee production.

The fam gate price

for non-coffec prohices

does not sistdin

itsclf at a2 price which
gives a hetter retirn to the
small famaer than coffee.

Asuwmptions for achicving
outputs:

COH/UKAPE cormiztnene tn
smill enffen producers
remains high,

Relative market orices for
technical praduction
inputs «dn nat

charge substantiallv,

Proicet fnpnrs are provited
on a timnly hasis,

- e e  ———ve————————



2.

"Ic‘

Teclhnology iagiroved:

at furm lcvel.

3.

Management

capabilities of small
farmers strengthcned.

4. Viable, self-sustaining
credit systen for sinall
coffee farmers established.

INVUILS:E

1.

Credit Fund cstablished

2. Training provided to
coffee extension workers
and credit managors.

3.

4.

Commoditics.

Technical assistance

fer training, research
and credit activities.

S.
6.

Extension workers

Evaluation and Audits

2.1, Nimiber of sinzanns using

morao prodictive varictics increased
to 6,000 over 1lifo of Project,

2.2. Nusher of minzanas

of farmer coffco land troated
with fereilizers increased by
6000 mzs.by ond of Project.

2.3, Numbor of manzanas pcst control
practices increcascd by 6000 mzs.
by cnd of project.

3.1, Anount of famm arca amloying
improved cultivation practicoes
increased hy G000 mzs.

by end of project.

3.2. Amt. of area employing
advance pruning techniques

increased by 6000 mzs. by
end of project.

3.3. Amt. of arca
increasing/decrcasing shade

tree canopg to optimun level
increascd by G0GO mzs. by

end of project.

3.4, Anmt, of area
increasing/decreasing per hectare
plant population to optimun level by
6000 mzs. by end of project.

4,1 By 1085, reflows begin to
finance credit for small coffee
grovwers bueyond original participants

Implenmentation Targets
{Type and Quantity

l.1. AID $8,000,000.
1.2. GoH $2,200,000,
2.1, AID § 296,600,
.2, QHd § 12,000,
3.1. AID $ 430,720,
3.2, COH § 6,97s.
4.1. AID $§ 550,000.

5.1 aH $1,386,000
6.1 AID $ 125,000

AID Dishursement records
and audit reports.

L
-

Page 2

T memaMer s iameeg g

Asstrpticns for Providing
Inputs:

= Praject authorized and
funds allotted, i
8
- Project agreement exccuied, |

i



