The Impact of the 1973 Spring
Review on Small'Farmer Credit:
A Report on the Utilizatiqn of Evaluation Findings

Introduction

The following 1is the report of a study done to determine
what nas been the apparent impact on AID projects of the
Spring Review on Smell Farmer Credit, which culminated in a
series of published reports in June, 1973.

The 1973 Review was a high-visibility, wide-ranging
effort to generate and record information and to exchange
opinions on AID ezpertise in this complex and important area.
It was considered Lo be 2 particularly timely subject in view
of the Agency's growing interest in problems of equity in
rural development, for which 1t was expected credit programs
might offer a solution. Projects identifisd as having
significant small farmer credit components in years 1973=-76
totalled $141.1 million.

: Aeports done in preparation for the ten field workshops,
held in the Spring of 1973, fill nineteen volumes. A Summary
volume, prepared in June 1973 for a conference held in
Washington in July, is attached for information purposes.

In 1974, a series of guidelines on small farmer credit
programs and projects, based primarily on the Spring Review,
was sent to all AID Misslons. Those guldelines, circulated
ander AIDTO CIRC A-418, dated June, 1974, and included as
Supplement C2 to Program Planning and 2udgetary Handbook ITI,
are also attachad.

The time, money and effort expended ¢n the 1973 Spring
Review were considerably greater than fer any other evaluation
effort in the history of U.S. foreign aid. Despite some
reservacions regarding the size of the entaryrise, 1t was
believed that it had very successfully focussed Agency
thinking and had provided a series of documents which
recresented the state-of-the-art in rural credit activities,
The twenty volume report, currently avallaple from %he
private sector, has had wide readersnip, and requests for
some volumes are still received.

For this reason, the 1973 Spring Review seemed a very
suitable tast case for assessing the impact of AID evaluaticn
activitles on progzam and policy decisicn-making and particulzrly
on 3roject desizn.
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This report, with 1ts attachments, will serve to remind

-

1973 Spring Review. We also expect 1t to generate discussion
of further Agency experience in the field of Small Farmer
Credit and to help us to establish ways to revisw fairly
Agency use of guldance based on major evaluation findings.

The procedure followed in thils study was to ldentify
credit projects developed and approved in the years immedilately
following the Review, and to determine whether or not the
project proposals reflected the concluslons or recommendations
published in the Summnary Papers, Volume XX, of the Review.

There were a number of difficultles with this approach,

but it was . deemed to be the least time-cansuming, most

economical, method by which these questions anight be explored.

Projects Examined

A list of thirty-three projects was 1identified by the
Development Information Service, augmented by a check of
the AID Reference Center catalogue. These projects were

read and reduced to a list of only seventeen.

The sixteen

projects which were rejected included rural development

activities with little or no emphasis on credit,
projects which antedate the Review, or credit union or

some credis

cooperative activitles with special emphasis which were

perhaps atypical:

The final list Follows:

Bangladesh -Small Scale Irrigation I

Bolivia - -Basic Foods Production

Belivia -Agricultural Sector Loén

Bolivia -Small Farmer Organlzations

Caribbean -Intergratad Agricultural
Regional ‘Development

Colombia -Rural Ccoperatilives

Development

Dominican Republic-Agricultural Sector Loan

- -

Dominican Republic-Agricultural Sector Loan II

Ghana -MIDAS ?rogram 2¢r Small
Farmer Development

1976
1974
1974
1575

1976
1975

1974
1378

14,000,000
8,000,000
9,200,000
7,5C0,000

10,000,320
5,000,000

12,000,000
15,000,900

10,000,000
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C. Instituticnal Questions

1. Measures Lo reduce costs:

a. Decentralize Operations, to make use
of local skills and knowledge.
Yes: 7
No : 8

The high number of positive responses for this
item may be owing to uricertalinty as to how decentralized
& lending activity should be 1€ it 1s to fulfill the
expectation of this recommendation. The larze number of
reglonal offices which some cf these project papers propose
may be flartners from the losal level than is ideal. Nor can
it nwe determined that when a lgcal facllity does exist,
declisions made a2t the local level could not 02 subject to
overrule in regional or cen“ral office, thus undernmining
the intent of the decentralized plan.

b. Deal with groups rather than individuals.

Yes: 8
No ¢ 7

c. Use exlsting organizations, even those
without experience with small farmers.

Yes: 12
No : 3

d. Depend on local compulsion where
possible (L.e., some joint community effort which requires
sSuppert by all cultivators). -

2. Organize to reflect the type of credit
proviced, Ll.e., production, rketing, consumer,

D
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k mechanism, to ensure that %he
needs, t0 provide necessary
S gasher dacta.

Vas:

0
No : 1§
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There were some research aupects to certain of
these projects, for which data was to be gathered, but not to
the extent that the term "feedback" could be seriously applied.

3. Policy Options

1. Interest rates shoﬁld not be too low; they
should help meet costs of operation.

" Yes: 4
No : I

Thls 1s the most complex and well-known issue
to be aired by the 1973 Spring Review. Most of the subsequent
discussion of 1t appears to have been documented elsewherse
than in project papers. Of all the conclusions or recommen-
datlions made by the Review, this is the one crobably most
subject to influence by local ccnditions, or rather lesast
subject to useful generalizaticn. Even so, there was
discussion of' the 1interest question in anly four of these
projects. Considerable discussion on this problem in AID/
Washington has been reported and some recorded.

2. Unify credit and technical supervision.

Yes: 6
No : 9

3. System for graduating farmers from
supervised credit system to commercial lending.

The purpose of the projects reviewed in most
cases 1s to develop and establish a permanent lending
institution, not one whose customers will outgrow it in the
foreseeable future.

4. Political will required %o direct credis
distribution to "small" farmers (place of small farmer progran
in national development strategy).



Not measured, on the grounds that the project
proposal is not held to be a reliable source of information
as to host country intention td support the proposed activity.
A check was not made of project agreements or evaluations
for evidence of this. '

D. Forelgn Aigd

1. Establish a system for evaluating small
farmer credit activities.

An evaluation "system" of course would lie
outside the scope of a particular project. Each project
did provide for an evaluation, as is requirsd bty AID.

However, a project was approvad by th
Technlcal Assistance Bureau in 1974, to "establish an
information base” to enable the Agency to continue to study
issues which remained unresolved after the 1973 Review.
Over an 18-month period, it published six issues of a
"Newsletter on Rural Financial Market Research and Policy",
distributed td 1500 individuals and institutions. Three
regional workshops were conducted, which were attended by
a total of 145 perticipants representing 35 countries.

Conclusions

It 1s difficult to determine the full impact of the
Spring Review on project design from reading the project
papers. Even where a project seems to be fully rasponsive
to a recommendation of the Spring Review Summary, 1t may
only mean that the advisor who prepared the project was
himsel? active in the Review.

There 1s considerable variation among recipiznt countries,
particularly in credit. Latin American agriculsural problems
reflect a2 degree of considerahla sophistication, both in
agriculture production and in socio-economic stricture. The
Spring Review's conclusions which relate =o "crofitabhility"
all indicate a situation where the lack of credi: appears £o
be the only ccnstraint to small farmer drocductivity. However,
in most African and many Asian countries, these pnrojects were
designed tc provide all needs simultaneously. These are
situations where AID is starsing from zero; aven "political
will" may turm out not to hcve been as durable ar affactiva

as AID nad been led to a2xpect during the projact dlanning
stazge.
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The severzl Review recommendations thus reflect different
levels of sophistication, and may be somewhas inconsistent, if
not contradictory. Surely they should not be regarded as
universally valid. For example, thne four conditions under
the heading "profltabllity", suggesting that everything is
in wait for the flow of credit, describe a diffarent situation
from that which calls for "unlfied technical and credit
supervision”., IZ the small farmer is aware of his
technological opportunity, he will need little 1if any
fechnological supervision. '

The table on the following page shows the positive
responses to twelve of the eighteen Spring Review recommendations
among flfteen projects. Inran attsampt to establish 2 pattern,
the projects were listed in order of their "compliance-- that
1s, the project which had the greatest number of positive
responses 1s first. Similarly, the twelve Review suggastions
are listed Iin order of number of acceptances, or degree of
utilization. Of the 180.squares in the grid, only 47 are
marked with an "x", showing barely more than 2 third of the
possibllities were fulfilled. There is no discernible pattern
among these responses. It should be empnasized that in
order to reflect the degree of utilization more accurately,
all of eighteen points should have been shown. The tahle
would nave been half again as long as it is, and the
additlional porticn would have been all white space.

The seeming lack of impact on project design may be
explained in several ways. The most probable impact of the
Review, in light of the generally sceptical or negative
nature of the Review findings about the need for and importance
of credit activities, would be the number of projects not
initiated. The rather stringent ccnditlons under which small
farmer credit activities are deemed Lo ke appropriate may
have discouraged some AID Missions from undertaking tne
necessary preliminary studies, or from zcting favoracly on
the studies they did commissicn. Such an impact could not
be identified from looking at project proposals.

The agricultural credit experts who prepared the sroject
provosals are likely to have participated in preparing the
papers for the 1973 Spring Revisw, and attended the regional
Review meetings, if not the final one in Washington. For
the Review process to have had impact on the AID program,

¢ must elther nave altered the perceptions of these
Ctechnicians, or it must have altered She visws of =n
generalists who participated. What evidence can we f£ind
of such "conwvarsicn"?
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In cthe hypothetical case where an experisnced rural
credit project manager found himself at odds with one or more
of the Review's "conclusions",, he should have no difficulty
in persuading himself -- and others -- taat the principle
in question does not or should not apnly to his particular
situation. The variation among countries -- sopnisticased
V. primitive, established banking system v. new endeavor -- is
clearly great enough to Justify this kincé orf rationalization.
Yet one 1s still struck 0y how little the 1973 Spring Review
was referred to as a base point for discussion in project
papers. <zZven if "worldwide" coneclusions wers noet adopted,

a wealth of regional and sub=regional data was widely
circulated which should have been directly applicable to
mosSt projects.

[3

+

other possible ezplanation of the Soor showing 1s the
fact at many project desigrers mey consider some of these
conditions to be suffician- . obvious that they need not be
mentloned. As examples: thc existence f technological

opportunity or the lack of an altermative source of funds.

A
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Qther Issues

In the course of this study, we reviewed a report by
Judith Tendler, "Inter-country Evaluatior of Small Farmer
Qrganizations", November, 1976, which covered Ecuador and
Honduras. While that report does not refer to the 1973
Spring Review directly or otherwise, 1t was sutmitted for
comment Co several of the individuals who played an active
part in planning for She Review and in preparinz the reports
which 1t produced. Major points emphasized in the Tendler
Teport relating to credlit ore pPpresented below tcth for
informacticn and because they form an important part of tne
centinuing discussion on the ways to imp:rove the performance
of pidj2¢ts involving small farmer cracdis:

L. "Pure" credit is preferabla to supervised
credlis -- L.,e,, If farmers now enough to Lterrew, Shevy know
2 = 2
enough ©to make ute of tha Jorrowings.

2. Large and zcmplex organlizacicns, 3uch as
consolidations of local credit unions, should pe avolded,
as they stralin the scarcs adninistrative ressurses aof
rural socleties,



3. Cooperatives \tend to be more complex than 1s
needed to achleve the purposes of small farmer organlzations.

4, Preference shoulfl be shown for agencles which
have demonstrated competence in dealing with small farmers;
similarly, integrated agricultural programs should be
supported only when thelr ability to operate nas been shown.

5. AID should devise sanctions to effect prompt
credlt disbursement to smallsr farmers; e.g., donltor the
program; do not make follow-up loans in cases of poor
performance.



