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ADDIS ABAZA TOAID A- B2 UNCLASSIFIRD
A. SUMMARY

Decause 90 percent of the Ethiopien people live rnd work in agricul turc
and agriéulturnlly-oriented activities, the rural scctor is and will continue
to bc the dominant factor in Ethiopis in terms of both the econoaic and
swcio-polttiqal development of the country. £ixty percent of the GDP and
90 percent of all exports come from the countryside, with coffee (58 percent)
dominating the leon-%/ Noreover, ths recent growth ratec in the agricul tural
scetor has been only adout 2.4 porc-at%/ The Third Five Year Development Plan
recngnizes these facts and places great emphasis on stimulating commercial
agricul ture to ihcno-. productivity and output, both for exzort and to
improve nutritionsal standards st home. There is mounting evidence in a
nmber of arcas in the country of spontaneous developments towards commercial
activity taking place. Setit-Mumera in ths northwest of the country on the
Sudan border is probabdly the best Lnown, however, a recent study by the
Minlstry of Agriculture of the distribution of tractors receiving permits
forAduty-freo fuel indicate many siore areas, including the proposed project
area vherc Gl tractors are now operating.

The Shashomene arca wos chosen partly because it was rated highly by
the SRI Agro-Industrial Sector Study, g'/whi.ch has this to say about the area:
"of .li the areas observed, this one (Fhashemene) would rank in top priority

for an ares in which to develop diversified sgriculture”. It was also chosen

because it has fond communications and because 1ts inhabttan-~g have [iven

1/ IFG Agricultural Bcctor Lscn Application, Oct, 1969, ‘
3/ Miller, Clarence J., ot al, "Production of Crains ind Pulscs in Ethiopia’,
Report No. 10° - Sstanfurd Research Institute, Jan,, JU6D, n, 89
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signs of sponteneous, commercial apricultural development. Another factor
which entered the decision of selecting the area is the existing favorable
land tenure picture. A sample survey of the froject area, which is believed
to be representative, revealed that nearly 35 percent of the farms were
wholly-owned by the farmers, nearly 35 pcrcent were partly-owned and partly
rented and just over 30 percent of the farmoers were tenants renting their
farma. Only 10 percent of the total cultivatable land in tho area is
farmed by tcnants. This degrec of land ownership is much higher than else-
where in Ethiopia.

Approach and Plan of Action - The Project essentislly is ome of

intensive supervised agricultural credit and as such is the first of its
kind in Pthiopla. The Shashemens area is propitious for s supsrvised
cradit program becausc there is slready a healthy development of modern
ccomercial farming and there are many fairly large owner-operated farss.
/’The Project will provide packagcs of short and medium-term credit for the
purchese of both current inputs and equipment and farm buildiugs clowg with
fntensive services to advise on their use. This Mojsct will reveal what
can be done in a systamatic, focused way in one vegion to develop esrtain
kinds of commercial farming, in this cese farme of 20 Aecteres and above,
largely of mechanirzed operations. The essence of this Project is the
installations on shout 140 farms, in an ares suitable for the developmsat
of modern commercial farming systems, fully utilizing equipmont, inproved
seed, fertilizers, pest control, aml improved agronomic practices. To

effect this transformation, both short and mediun-term credit are essential,

UNCLABBIFIED
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ane! the Project will have a heavy snd full complenent Qf staf { to work eloscly
with se!y:ted'farmers so that virtually all the practlices can be Tingnced

and initiated quickly. The comploement of equipaent is drlibovately set fo

e conprehensive so that ptoﬁar sced hod proepacetion, weed contral andg
tineliness of operations will enu?nl: tlie “ull r‘ffncf of betrer veous and
fertitizers to be reallzed,

Iz the face of inadequately tested theories applicaidle t» Ethi plan
concitions, medium to large-scale farms were chosen as the wunst orivan-
tacsuoaus anoproach to achieve Project roals. This decision wos busod wn
com:-tderation that: The Third Five Year Plan placcd great cmphasis .
comnoretal apgriculture; other developaent projects in the arca are placlii:
caphiasis on sme)ll-scale farms; USAID/E has under consideration annthcr
arcs praject that involves only small-gscale farms in another area of the
cyuntry; and advantages of conceontration of scarce manpwer and capital.
Nine U.S. tecinicians will provide the requircd technicol assistance for
the first {ive years of the Projeét's ife. One nf the U.¢, techniciaus
will e the Project Director. Eighteen prolessional-level Ethiopians will
be invalved in the Project, ten of which will receive training in the U.S.
it is propusc:i that a linisterial Committec be forned for the Project,
¢ asisting of the Ministers of Agriculture (Chatirman), Land Reform,
Coamuni ty Developaent, mmd Finance and the Minister of State for Planning,
to nrovide goencral control, coordinatinig and cevaluctini, The "linister of
Asriculture will be resnonsible for Project implenontation, The 144

narticipatineg mediwma oud large-scale farins will entey thc vroject naver a

UNCLASSIFIED
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threc-year period: First year - 40 farms (2,800 ha.); the sccond ycar

increasing to 84 farms (5,760 ha.); and the third year leveling off ot

140 farms (¢,000 La.).

?/.

Production Chanve Due to Project’ - Initially, conceatration will be

on four crups (maize, wheat, teff, and beans); with the crop mixes changing
sliphtly from the existing pattvrn.ﬁ/ with the Project the vroduction of
maize increases from 11,200 metric tons the first ycar to 11,570 metric tons
the f1{th year as comparcd with production without the Prnjecct increasing
from 9,720 motric tons to 10,520 metric tons for the srme period. Production
of wheat without zhe Project rises from 860 petric tons the firﬁt year to
249 nmetric touns the fifth year, while with the Project wheat production
increages [rom 1,240 metric tons to G,000 metric tons during the soame period.
The projuction «f teff and beans increascs during the five-year period fron
1,780 MT to 1,170 MT and 380 MT to 620 T, respectively, without the Project,
while with the Proie-t »wraduction incre.seg from 1,50 MT to 4,300 ¥T and
330 4T to 2,200 MT, respectively,

Project Finances - The esctimatsd tota) initial tuvestment in the Project

d,9
1s USSIE- million (F:il.1 nmiliion), but nver the cstinate: 'ifce :f the

Project - 3 years - there will be replaccment investmont t» the cxtent of
about US$i.41 nmillion (r&8.5 million). Of the total initial invesiwent,
off-shore procuéemcnt (loan sunds) of nmaclhitnery, feortilizers, o enicale.
secds, vohicles and seced provesging cruipnert wilb cmaaat He phaet

5/ Shashemene Application, p. 14, Tablec 12,
4/ chashemeno Application, p. 11, Tablc 8.

UNCLASSITFIED
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US$2.1 millton (R¢S.3 millton). In sddition, the cost of U.E. contract
personnel together with the coet of participant tratqing and the procurcgent
of commodities, is estimated at USS$2.0 million (E$4.9 mtliton). Loeal
recurrent cost for the five~ygar period 18 estimeated to be USE507,800

(E$1.247 million).

UNCLASSIFIKD
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Summary ~ Total Project Costs - Five years

Total cost USe4.987 mi11gonY
Contributions
6/
!m (loan' U.S. )--" - --0”20003 ull’.ﬂﬂ -

Faru machinery and equipment
Vehicles

Central grain storage

fced processing equipment

Fercilizors
Secds
Chemicals
IEG local currency-=--e-ee-ccce- sece-se-=U8$0.484 milllonz/
Office building
Office furniture and equipment
Grain bins
Recurrent operating cost E/
Machine sheds
Internal transport of off-shore commodities
Scedls
9/

U.B. Grant=—~-=—en: mecarcmnncen aererean <1581 , 088 nillion -~
U.8. personnel services
Partlicipant troaining

Pemonstration commodi tics

Q/ For explanation of differencce betweon total cost and total contributions,
' sece Shashemene Application, pp. 28-29, p.r. &9, and Appcondix 3, Table 5.
6/ Shashemene Application, p. 27, Table 14 and p. 30, Table 13,

7/ Shasheaenc Application, Appendix B, Tablce 5; 577 of IFG contributioun per
- year for first threc years from AID Agricultural Sector loan

8/ Partial cost for first thrce yoars only.

B4 Shashcmone Application, p. 2?7, Table 14, and p. 28, par. 58.
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B. srrrnn!g/

less than half the world's potentially orable land is cropped. An
estimated four billion acres of arable land, representing morc than half
the wvorld's total, lies within tropical lgutudu. About 1.6 btl.lgon
acres, or 40 percent 1s in Africa and it is estisated that not more than
0.6 is cultivated in Africa in any particular yesr. A large percentage
of the world's 1ll-fed people live in the tmptc.; Diets ore generally
inadequate in quality and particularly low in quantity. Protein defi-
ciencies are widespread and scrious.

Ethiopia is at an earlicr stage of development than many African
‘aountrles. and cncounters several nbstacles o rapid development. For
CXWUPilY, VIdYy O 0 0dF Lie populEiiuvs Ab WhLALULE] L) B TaLUSBLY, UNAY
9% of elementary and secondary school-ege children are 1n school; there
is one physician for 70,000 people comparcd with one for 18,700 in Africa
as a whole; sgriculture accounts for about GO5% of GDP nnd thc subsistence
sector ttitl accounts for about 455 of the G¥P. ‘“ndern nanufacturing in
Ithiopia still acenunts for less than A% of ithe GNP,

The econnmy of Ethiopin 18 so prcdominantly ~gricul turnl that little
national progress can be made unless low agricul tural productivity is
attacked directly. Out of a total cstimated population of 24 niliion
people, 22 million sre farm people. Eighty-scven percent nf tliwe nation's
monpewer 18 encaged directly in arreicul tural nenductinn., Notwithstanding
this prednminance of agriculture, little prioelty was iven to dovelupeenat

_’:97 IFG Agricultural Sector Loan Application, O tsber, 1963, is the cource
of all! data on the crononic background of Ethiopla.

UNCLASSIFIED
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of the oericultural sector until promulpation of the current Third Five Year
Plan (19G2-72). During the Second Five Year Plan periad, only 37 of povernnent
rcvenues, oan the avernge, were devoted to the agricultural soctor., Avorane
growth in the sector throuch 1966 was —nly 2,15, Tho scctor's growth rate
imoproved to 2.8 in 1967 and 1968, due primarily to unusunlly rood weathes,
to incrcased production of lowland arcas cleared for the first time {rom
nalarin, ond spontaneous expansion of Ethiopian commercial farnming.

The potentinl for agricultural develapnent is -hich, Sixty-vin

arricultural
percent of Ethiopin's land is /zwuite, conparcd with an averapge of 28%
agricultural

for the rest of Africa, and only about T13 of the/zxakia land is prescntly
under cultivation. There are additional vest arcas of undorutilired land.

e Souniord Kesearci institute (SRI) -1—1-/ aixi the 1BRD Ef reporte nootc
that commercial apriculture can he developed in ~ reasonably short tinc in
the Awashi Valley, particularly in the middle valley orea, These aad othoy
priority areus, incluling the Shashemene area, for developaent Have ucen
identified by the BRI stwly.

bespite these areas of medium-term promise, cepeeinlly for tihe “cvelopncut
of comnorcial agriculture, it is recognized that seriour institutional and
social inmpediments nevertheless coxist to increasing agricul turael productivity.
12 populatinn growth accelorates as expected (current rate 2 increcasing to
2.,3% in 1980, doubling the population in 35 ycars at 2% or at lcast 30 million
population in the year 2000), Fthiopia mny be headed for serious problcms with
rospect to food production and foreign exchange genoration., As in many LDC's,
717 SRI Report - Nevelopment of Agriculture and Agro-Industry in Tthiopla,

April, 190Y.
12/ 1DRD Report - Dovclopment in Ethiopia, August, 1967,

UNCLASSIYIED
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Ethiopia has a youn( population (morc than 500 estimated o be uader 20 ycars
of age) wi.t.i: a large grovth potential, Conscaquently, if past rates of farm
production }ncroue do not rise above the Sccond Five Year Plan period rate
of 2.1%, fho present modesat daily food intake mey declinc., It is cstimated
thiat to achieve an average 2,300 caloric food intake by 1972 would rcquire
a 4% znnual increase in food production.

The Third Five Year Plan emphasizes that national progrcss dopende
on major emphasis being placed on agricul tural development, and allocatas
about 11% of total planmed investment to sgriculture. The Plan also
recognizes and frankly discusses many of the structural and institutional
reforms necded, and gives top priority to development of commcrcial farping,
targeting a 12.6% average aunual growth rate for this sub-s.ctnr as opposcd
to o 2.9 rrowth rate for the agricultural sector overall.

e Shrshemene Agricultural Dévelopment Project focuses on the overall
abjecctives of the IFG in the agriculture sector and recognizes the - “ables
that obstruct msvement toward sct poals. The cstablishoent of commercial -size
farme is in direct keeping with country objectives of increasing food
production at least in pace with population growth and to sccelerate the
rrowth rate of the agricul tural sector. The mechanization component of
the Project plan will enhance productivity of existing arable lnand and
vil! loacreouse utilization of underutiilized areas, The introductiorn of the

/'Tar.wflxzctton package” (Improved sceds, {crtilizers, chemicals, cotc.) will
ierense unit yields of steple crops and at the same time incrcasc per

_=pita! income. The cstablisimont ~f an agevic-ltural credit system will
vrovide a mueh needed institution for overall agricul tural development.

UNCLASSIFIED
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C. STRATRGY

The poals of this Project aro to promote the development of commercial
agriculture on fairly large units of land, using machine power, proper
oron cul tural practices, inproved variceties of seeds, pest control, credit
and marketing as esscntial for cfficlient agricultursl production to increasc
production og staple crops; to cstablish inatitutions essential for agri-
cul ture development, to pt;omote the movement of products fronm cumer;:iallzed
farms into the markct economy, contribute to incronses in agricul tural '
exports nnd to significant increases in incoke opportunities of farms in the
areqa; and to demonstrate commercialized ferming by individual Ethiopicn
farmers wvhich will serve ns an example for the extcnsion of improved
tecnniques to otuer rarms any conters. ‘rhese opvjectives will be achieved
througch a U.S. loan of about USS2.1 million and an annual grant to the IFG
nver a five-year period, subject to availability of funds and satisfactory
aonnual substantive and bndgot:uty rovicws, 1in order tn ineure that the
exceuting ajgency will give the necessary priority to this aspect of its
activitics.

The objectives of the Project arc closely aligned with the USAID
programs for Ethiopia am! in keeping with the IBG targets for growth,
The propeosed Project is an interral and ossential component in the
package of assictance propascd by the USAID tH» asstet the Irpori-}
Ethispian Government (1) apprnach the 1nvest;mont and erowt™ tarrots of
itz Third Five Year Plan (FY 196=73); (?) ro-oriint its peivittor;

(1) devote sroater raphasis to devi 1:pacnt ol the dll=-important opricul tural

UNCLASSIFIBD
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sector. As such, the gront and loan assistance pmpoéed hercin is .an‘
essential complcmont to plenned .pch-ct assiptance by both the U.S. and
other donors.

Es;a!;lls!\nent of mechanization on commercinl-size farms operated by
fndividual Ethiopian farmers, exclusive of plaontation-type schemes .. is the
fipst attompt in Ethiopia. lowever, the objectives of the Project are
rogional in nature. Vast creas of similar soil and climatic conditions
extond genorally acgcoss Ethiopla, as well as other countrics of East Africa.
Expericnce gaincd, and research information and data develoned in this
Project will support ond complement other A,I.D. sgricul tural projects
throughout Ethiopia and other parts of Mric‘:n. A1.D. agricultural gulide-
1118 IOr AIYLCA CUHpNaslEZe vie pacKae gppruasn as mnns (8} 3 ‘xncreasxng
production of individual crops. The same approach may wcll app'y to overal
asricultural development. To be effective, the "peckage’” must include
ol' major factors: physical inputs, ecomomic, organizational, cultural and
motivational, and knowledie. The loan ond grant funds requested, along with
an IEG dircct contribution , are to provide nll inputs requircd to achicve
objectives, and will serve to stimulate establichment of organizations and
instttuftons cssential for agricultural developmcnt.

Alternaotive Approaches -~ The advantages from large—-scale forms vorsus

snatl-scale farms was a topic of considerable intcrest and discuesion of

ene ioiné pl-nning commtttec. In the face of inadequately testo:d theorler
anplicable to Ethiopianr c¢mlitions, meditm ) Jasre~s. Lle farne wore chneen
~s the et advantope-ous anprnach: to achleve Project (v 'y, hog o om th

{a1lawing conpidee: tinns:

USCLASFIVIED
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1. The Third Five Year Plan places great emphasis on stimulating
“commercial agricul ture,

2. Other agricultural development prpjecta in the area now being
ioplemented or planned (1.e., CADC, ¥olamo-5odo, Awassa) are .directed
primarily at the small farmep.

. The USG has also agrecd to finsnce an arca development projcct in
the Ada District for small-gcale farmers, A preliminary project proposal
hes becn prepared and is under constderation by en Inter-Ministertial
Comuittee, headed by the Plamning Commigsion.

4. Project planners took under adviscment, an observation made by the
SRI Study group: 1%/ "Short Tun guins in sgricultural cxports, and incrcasce
o0 und Lir suppiive, will cows i cwily tcows Gie Uncouragencni o
lond development in‘areas vhere land is available for medium-scnlc and
large-scale commercial farm enterpriscs.”

5. Since both developoent funds and qualified monpower arc scarce in
Ethiopia, the planners felt that it g extresely importsnt that the cfforts
of the technically qualified poople available be ctoncentrated, and that the
1imited domestic and foreign exchange funds could be used more vfficiently hy
tiie selected approach.

G. vorking initially with modiwmm and larre-geale farmors will require
less technical assistance than the small-scale farp approach,

7. After tho chashenene Prnject has been fopleomented for a few ycars

and is a financially sound cocration, 1t can he crpanded to include snall-scale

farmors 1n the arca,

13/ £RI Report - Dovelopoont of Arviculture ang Agro-lixiustry in Ethiopia,
— April, 1969, p. G.
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Alternative approaches to achieve projected objectives in the desipgnated
area arc limited. However, alternative approaches have been considered for
many individual aspeéts of the Project. For exénple. at the outset it
appeared desirable to have an Ethiopisn as the Project Director rathcer than
an American, A determination of the qualifications of the Project Director
lcad the Project plamners to conclude that 1t will be very difficult, if
not impossible, to recruilt an Ethiopian with the required training and
cxperience in this type of managoment to f111 the position during the initia?
stages of the Project. Available Ethiopians for tho position of Project
Director would probobly be more qualified to handle traditional govermment
functions than the businecss management tasks involved in the proposed
Project.  LUriNE Tae prelunnary stoges o1 planning the Projoct, on
alternative oranization was considered: The Farm Developoent Authority,
a semi-autonomous TEG agency. This concept was discarded in 'avor of an
orpanization within the Ministry of Agriculturc but with an Inter-'Mnisterinl
Comni ttee to provide general control, coordination, and cvaluation of
progress of the Project. This approach follows o pattern ecmerging in
Fthiopi: of organization ond adainisteation for package projects. This
overall organization and management pattern is based on the experience of
the Chilato Agriculturnl Development Unit, which has been operating twn
vears ond which is financcd by the Swedish Government, and the Vrlamn-Sodo
Avricr? turel Dnvclogxﬁm:t Prolect, which ie hedin- Tinaqced by the Yorld Danl:
and is juet comencin;, Other projecis in tic dipeline Wil alen povgily

f-11ow this pattern,

"UNCLASEIFLIED
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It would have been preferable to have channeled the ghort-tcorm credi@
through a marketing organization which could deduct the credit vopaymonte‘from
the proceedl og pro@uct sales, but it is considered that there is no marketing
organizéflon as yet in existence strong and experienced enoush to handle
credit operaticns. As an nlternative to what is preferable, but not avnilable
at present, short-term credit will be handled by tbe Project staff acting
throuch the Commercial Bank of Ethiopia which will peceive and disburse
funds. The Commercianl Bank is wvholly owned by the Govermment, having been
Separated from the Naotional Bank (Ethiopia’s Contral Bank) in 1963, and is
reasonably efficicnt and pmfitable. Most short-term credit will be granted
in kind, i.e., the farmer will be supplied by the private cnterprise conplex
or Procurement Division 12/ with fertilizers, insecticides, improved secds,
ctc., entiroly in kind, financed with AID funds (1oan) channeled through the
Commercial Dank, a branch of which is located in Shashemene city. Future
plans call fop a subeidiary of the proposed Ethiopian Development Corporation
(2 merger of the Developnent Dank of Ethiopia and the Ethioptian Investment
Corporation) - Cerecs £.C., - to handle the marketing of the crope, ticd in
with short~torn financing from the Ethiopian Developmont Corporation itself.

Cross nclattonshie! = Thore are three other agricultural decvelopment
projects in the same general geographical area with similar objectives.

The Awassa Rura! Development Project, being planned by the Mintstry of
Community Developmont and to be supported with rrench atd, i1s lccater!
127‘33'Ehe cvent that plans for U.S. private cnterprice particination o not

materializc, the Procurement Division wil? provie all nerccssary
physieal inputs - fertilizers, insecticides, tmproved seeds, oto,

UN{LASSITIED
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in the same geographical area as the Shashemcne Project. Its cophasis will
be on grain crop rescarch and assisting small farm oporators in incroasing
productivity. The French technical assistance organization, called SATEC,
has px;oposed to the Ministry of Community Development the possibility of
cstablishing within the area facilities for processing mcize for industrial
pirpuses. The research activities and proposed facilities of the Awassa
Projcct wil! scrve to complement the cobjectives of the Shashemenc Project.
The Welamo-Sodo Agricultural Project, supported by the Vorld Bank and just
recently startt;d, is being developed southwest of Shashemenc city, buf
outside the Shashcmene Project arca. The W.lamo-Sodo Project, with the
Ministry of Agriculture as executing sgoncy, conprises a regional "package
propras’ w duprove Wil Yielde wii qualiity of crupe iu i:-.u Dighlinis win
to resettle farmeors in the lowlands., The World Bank support will involve
an omsunt in various currencies cquivalont to US$3.3 million. The Chilalo
Agricultural Develnpment Unit (CADU) located in Arussi Provincc adjacent tc.a
Shona Province and northeast of the Shashemenc Projcct area, was established
in Scptember 1967 by the Swedish International Develnpmeit Authority and
the 1EG. Efforts are centered on small farm operators. Activitics tnclude
experimcntation, extension, credit, seced production, marketing, etc. Doth
crop and livestock production are included in the programn. The W lamo-Sodo,

CAIU, ond Awassa Projects are considercd complemcntary to tho Shashemenc

Project,

D. PLANNED TARGETS, RESULAS, AND OXTRUTS

Targets -~ The cssener f this Projeet 1g the instailotion on =bout
140 farms, in an area suitable for the devel smacnt of npodera commercizal

UNCLASSIFIED
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ferming fully utilizing cquipzent, tmproved seed, fertilirers, pest control
and prescribeocl nnrénnmic practices, The first yecar's project operations will
be ltnited to 410 farmers; six averaginz 200 hectarcs cach, six averaging 80
hectares each nnd 28 averaging 40 hectares cach. During thc second Project
year thc number of participating farmers will increase to 12 averaging 200
hectares cach, 12 averaging 80 hectares each and 6O averziing 40 hectares each.
The Project will level off during the third year to 20 averaging 200 hectares,
20 averaging 50 hectores and 100 averaging 40 hectares. Iecruse of inadequate
animnl power, these fusms at present have under cultivation fewer hectares
than the amount under their control.

On-far.: ond central storage facilities will be constructed and/or
installed during the first three yoars of Projoct operntion. Central
- gratin storage equipment will be procured off-shore, whilec nn-farm corn
cribs and grain bins will be constructed of loeal materials by participating
farmers.

Table No. 1 gives a description of farm machinery and cquipment and
nmber of each item to be procured off-shore. All farm machincry and cquipment
will be procurecd cduring the first three ycars of the Project. Procurement
of machinury by years is targeted to correspond with the number of farmors
entering the Projoct: First year - 40 farmors and an cstimated .. ;,...A
million for off-ghore procurement of machinery and equipment. During the
second and tiird Project yecars, 44 and 56 farmers respectively vill enter
the Project, and '.: o, quimilldon and UYO,C33 million for Project ycars 2 and
3 reapect1VBiy wvill be disbursed for off-shore procurencnt of machinery

and equipoent.
UNCLASESITIED
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FANM BQUIPMENT - OFF-SHORE PROCUREMENT
of Equi t 8ize or Number
Capacity

Tractop 60 h.p. 60
Tractor 13 h.p. 100
Disc Plow 3 turrow 100
Disc Harrow 12 f¢. 140
Harrow 4 sec. 12° 140
Planter 2 row 120
Planter 4 ‘row 20
Tonl [ar - 160
Cul tivator 2 row 160
Sprayor 12 ¢, 10
Tratler 3 tons 160
Corn Eheller P.T.0, 20
Combine 12 f¢. 20
Grain Dedll 12 f¢t, 40
Suall Tools Misc. Seot }20

ADDIS ABABA TOAID A~ 82

UNCLASSIFIED

For the firet three years, the priscipel source of improved sceds will
be off-shore (one-half of required smounts) sad logsl secd-producing stations
or ccntors - oexperiment stations, CADG, Awessa Farm, etc. Following
extensive experinentation with many varicetics of the crop nix, as wel!l asg
addi tional high v.ﬂ.h:e ernps, during the first two crop seasons, it is p'anned
that seod nultiplication will be contracted with faermers in the Project area.
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It is anticipated that the applicstion of chemical fertilizer will make
the greatest impact on increased yields of the four crops included in the
crop mix. Prnclpe.ent of fertilizers and chemicals is scheduled in such a
vay that they will be available in advance of each planting season. Fertilizer
analyses recommonded in the inttial ﬁua are as follows: maize and teff
(18-46-0), wheat (20-20-0) cnd beans (0-3-0).
The production targetis of crops included in the mix are shown in
Table No. 2. The yleld increases projected ~ due to the application of
fertiligers, use of improved sceds and recommended practices - are considored
to be come‘rvati.ve in light of the increases already odtatned from the

addition of fortilizers alone.

TARLE MO, 2 ASSUMED YIELDS: OUINTALS/HA.
YEARS
Crop 0 1 2 3 4 5
Mag 20 15 28 30 21 37 46
Vheat 3] 15 18 21 24 25
Teff 9 14 15 16 18 20
Deans G 10 13 15 16 17

Eight U.5. technicians and 12 Ethiopian profescional-lcvol technicians
are targoted for the first year of the Projoct. Onbe U.S. technician and
four EBthiopian professtonal--leve) techaicians will bo added at the beginning
of Project year 2. Phasc-out of U.S. technicians will bepin at the ond of
Projcct year 3. By the cnd of five years a'l U.S. personne! wil! have

departed because the Ethiopian staff wil) Jave been traiped. The (juestion

then arises: for how onr will the Project rcod vhat is a fairly higch
UHC!ABS!I‘;BD.
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manning Patio? This cannot be anewered precisely nt this time and will |
depcnd upon experience and circumstances, but the following arc possible
eventualities:
() ‘mé.ProJect. being successful, {8 expunded to include
addi tiongl farmers; |
(b) &ome of the credit/extension officers will be tronsferrcd to
chcr projectsa;
(c) Somc of the credit/extension officers are transferred to o
Credit Unit in the proposed new Ethinpian Development Corporation;
(d) The credit/cxtensinn nfficers ave folded into the Ministey o'
Agricul turc's ‘cncral cvtension sorvice,
up,)ecuvel 0! the Project may be sumarized as:
1. '!‘o promote the develapment of commercial agricul ture on mediwn
and Yarge farm units,
2, To increase production of certain cssential crops.
3. To initiate on efficient short and mediun-term agricul tural
cradit systen.
4. T increasc farm incomes and rural 1iving standords.
5. To Yowor food costs throurh increases in nroductivity,
G. To improve Ethiopia’s balance of payments situation,
Results - Tables G through 11, Appendix i3, Shashemcne Apnlic:ation show
det-iis of farm produciion costs and “arn hudgc"t and prepaymcont canacity
for each size farm - 10 hectare, 89 hectare amnd “9) hector:.  The follewinge
table (Table No. 3) jives a summary of net returns by fa «ire o Project

year. :
UNCRASSIFIED
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TADLE N0, 3 NET RETURNS - FARM SIZE PROJECT YEAR
Years 40 Ha. 715/ 80 Jio, 15/ 200 _la. 15/
No.Farmers  Net Returns “No.Farmers Net Meturn®™ No.Formers Not Re tueng™
b} 28 2,717 G 6,539 6 20,789
i’ GO" 4,115 12 10,192 12 31,79
3 100 G,208 20 13,704 20 4,946
4 100 7,059 20 16007 20 48,005
S 100 7,41 20 17,511 20 37,75

Table Ro. 7 in the scction on “Financing Arrancements and Costs'
indi:ates the availability ond timing of inputs: cquipment, poods and
services.  The arrival | the Project areu of those inputs i, scheduled in
L.cepin: with phase-in of participating furmers and nuber of hectarcs put
tnty cul tivation for the reapective years.
i‘ﬁ’.‘f.ils. ~The & :%ornal rate of retura on Project investment is 21.7 mrcont.lg/
This is a good rate, and is » particularly good rate for an agricul tur,l
dow-lnpmen.t project of this nature, where there 18 & heavy involvencnt
of U.S. technical personnel with a larpe education/training functinn.
This in turn has been nccessitated by the scarcity of trainod amnd expericnccd
cxtonsion/credit workers in Ethiopia.
0f the four crops included in thov Prnject, mst of the increased
production of beans, 3,260 tons valued at K$'.4 mi1120n in year 5 and
cafterwards will be exported. Much of the increased praduction of teff and
wheat will .be cxported from the Projoct arca to erain inportine rerdons
ig_/—meturns per forn (sross sales lese cagh cogts of nnoration, deprecintion,
interest on loans, amd 1iving expenses), c-wclusive nf payacnts .0 buttdingse

ool cquipmont.
16/ Calculations sliown nn p. 34, Table V0, chashkemenc Anplicstion.
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of Ethiopia to holp fced the increasing poputation, which 18 1ikely to increasc
at a faster rete than in the past due to a falling death rote and n constant
birth rate. With regard to possible new crops, the bulk of ell thesc crops

is likely to be exported. Initially, ~f course, bocause of the cost of

capital goods imports, the net foreign cxchangc balance for the Project wil)

be ncgative, hut as productivity increases and as the new crops - all exports
arc introduced the balance would be positive.

The net cffect on Govermment revenuc over the 1ife of the Project
should bo favorable, as after the initial yeurs the Project wil!l have no
¢call) on the Government's currcnt budget and tho considerably higher incones
enerated should yield higher revenues from tnxes.EZ/

Other benefits from the Project would inclwie:

fuccess 1n the avea wii) be invaluable in developlar procedurces

ant structures for tiic r-pid aodernlzation of farmin: in payny other

arcus where conditions are rouchly similar,

2. Activities oi tho Project should encoursge hringine the rural

population into the nationz) econoay and simul tancously fostoring

somc clementary participation in the local, provincial . and central

‘ovels nS povermoent.,

3. The Project will make for institutional devolopment 2t cach level

of participatica .nd wil) ioprove public ~dministration hy promsting

cooneratian amg conrllnation Lotween ewigtine Covernmeat Creonizatinoas,

.

Y7/ See Appendix 3, Tablc 3, <hashcmonrc Applicuti n
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E, COURSE OF ACTION

To establish 149 operating commercial farms, involving 9,600 hectarces,
an adequate orgonization 18 necded, personnel must be recruited and traired,
stornge’fkci]itles constructed or installed, administrative tnéilittes
provided, machincry and cquipoent must be procurcd, short and mediun-tern
“reviit made available, and supporting rescar~h and cxtension ecducation
aust be provided.

Details of tho organizotion and adninistrarion of the Project arc
iziven in the Project Application, pages 20 'nd °]. For overall pnlicy
decisions, gutdance, control, coordination and cvaluation, an Inter-Ministcrial
Comnmittee will be formed, prior to imitiation of the Projcet, consisting of
the !iinisters of Agricu! tupre (Chairman), land Ref rm, Conniind ty Dovclopment,
Finance and the Mintster of State for Planning. Operation and Danagement
will be handled by n dircctor and four department hcads. The Project
management will be dircctly responsible to the Ministry o' Agriculturc,

NMine U.8. tochnicians will provide techatcal support for the Projcct,
cifht of which will be on board prior to imitintion of Project operations,
The ninth techntcian will be on board the socond year of Project aperations.

Thoe Project will involve 18 professional-level Ethinpians, tcn of which
wil! receive onc ycar cach training in the U.E. Additional! tratninc will be
given on-the-job,  AlY 2. 8.~trained Fthlnplnn personnel will poturn o tlie
Project not Y-ter than during the [ourth year of Prolect nerarion,
Fourteen Ethiopian porsonne! will Y ecorudtod prior to stui't o Projeot

operations., As U.S, contract personinet phasce ont Bthinplon aereonac! wii)
fi11 the reéspective prsitinas, [Cthiopian personnel to wark with U.F.

UNCTASSIFIED
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technicians, amd to evontual ly take over the management and operation
beginnin;; during the fourth year of the Projecct, will be recruited from
withia the Ministry of Agriculture, the Collepy of Agricul ture, ond from
other IEC and private agenciecs. In addlﬁon to in-country and Europcan-trainecd
agricultural personnce!, during the period 1931 tn 1969, = total of 137
Ethi.pians wore traincd in the U.S. In the are:s of crop and livestock
production, .ogricultural cducation, oxtension and research, land and water
resources, ngricultural cconomics, agricul tural co-ope, markoting and
proccssing. During the smme period, USAID-sponsorcd training programs in
agricul ture for another 101 Ethiopians in third countrics,

Table No. 4 shows I1EG Project operatinns cost for professional

1oevel porsomsmd,

LNCLASSITIED
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TABLE N0, 4 IEG PROJECT OPFNATI YIS COST FOR PROFEESIONAL-LEVEL PEREONNLT. (1-T1i.%)
e YEARS
i
1tem 1 2 3 4 3 Col
1 Asst. Project Dircctor o
Ealary € 10,560 = 10,67 10,609 102,600 13,600 0,670 },000)
Per Diem b/ 2,000 2,000 2,000 ”,000 2,000 N0
Vehicle P.hintsyancw— 4,000 5,000 G ,000 7,000 8,000 EL3)
Petrol, ete. — 8,000 _8,(!)0 8,000 8,000 8,000 0
Sub-total 24,600 23,600 26,600 27,600 8,600 0,000
4 Asst. Dept. Heads a/
Ealartes @ 7,920~ 31,700 31,700 31,700 31,700 3,71
Per Diea 2,000 2,000 2,000 2,000 2,000
a Vehicle Maintenance 2,000 2,600 3,000 3,500 4,000
= Petrol, cte. 4,009 4,000 4,000 4,000 4,000
-t
= .
2 Eub-total 99,700 40,200 40,700 41,200 41,700 1 , 700
g 1 Ext. Credit Traini
Salory @ 7,920 ® 7,900 7,900 7,900 7,900 7,900
Per Diema 1,000 1,000 1,000 1,000 1,000
Vehicle Maintenance 2,000 2,500 3,000 1,500 4,000
Petrol, etec, 3,000 3,000 3,000 3,000 1,000
Sub-totn! 13,900 14,400 14,900 15,400 15,990 15,00
12 Ext. Credit Cfficcrs
| salary ¢ G,600 52,800(8) 79,200(1°)79,200 79,700  79,p
: Per Dicm 8,000 12,000 12,000 12,000 12.000
- Vehicle Maintenanco 4,800 7,300 8,000 8,600 9,400
g ’ Potrol, ete. 16,000 24,000 24,000 74,000 24,000
& Sub- tota? 81,600 122,700 173,200 123,800 12¢,600 14,010
é ‘T-==== —_—r== - ——— —— p- - SEIEE
TOTAL 59,800 202,200 205,400 208,000 210.800
o
g &/ Includes 10% for housing
< b/ Includes U.S. Project Director Expense

LASSIFIFD
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U.F. coatroct perconncl wil! incYude the Peoiect Director, an extension-creddit
advisor, accountinge .dvisor, procurcoent advisor, narketin: mmd salcs advisor,
thrce credit supervisors, and one cxtension-credit training advisor, ’Advis-.)rs
Tor gecounting and procurenent wil! be phosed-out at the end of the third
prsjoct year. The three cxtension crodit supervisors will be phased out arc
the cond .of .the {ourth Prnject yveosr, ond all! other U.8, cantroct personnc?
will be phascd out at the ead of the “iith Projert year. Table No., 5 shows
titles of U.S. contract persmncl, Projeet years funded hy U.&. grant aic,

ant! indicates the phasc »it f each U.S. technici: n.

TASLE NO, 5 U,&, CRANT FUNDS - PERSONNEL COBTE (1 ')
YEARS
Iten 1 2 J B! 3
Proicet Hircetor 05,000 125,00 175,000 125,000 175,000
tead Frtonsion Creddt 125,000 125,000 125,000 125,000 125,000
Yead Acoounting 195,000 125,000 125,700
lcad Pencurcment i 25,000 125,000 125,000

Terd Markotinge & Sales 125,000 123,000 125,200 125,000 125,000
E:t. Credit Supervisor 250,000(2) 375,000(3)375,000 375,000

Ext, Crcdit Training 105,000 125,000 125,000 125,000 125,000

TOTAY. 1,000,070 1,123,000 1,325,000 375,000 520,000
The provision of short-term seasonal credit for fertilizers, imsccticldes
and imperoved sceds will be handled by the Prodect staff through the Cormercial
Danl: nf Ethiopia., fuch crcdit to Project aroa farmers will only be provided
on the reeommendation of the Producting, Jredit and Fxtenslon Department,

“ost shorﬁt,érm credit will be cranted in hind, i.e., thce farcer wi') e

UNCLASSITITD
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cupnlicd by the prtvéto enterprise cooplox op Procurcnent Division wvith
fertilizers, insceticides ang ioproved sowds ete. virtually in Ling, fisanccd
with AIP fun's c!;.;xnml.ed through the Cotmercinl Dank, The total! cmount of
revolving eredit ig estinated to rise fron FQ274 thousani the first yoar to
Yo thousand in the third yeor and rovolve thereaf ter ot about thic lcver,

e provision of fcditn-tern crodit for tractors ang implenents, forn
buildings, storage, feneldn:, water facilities, ote, w111 be hancled by the
Projcct staff, until suchi time ag they con sub-contract this vork out to thc
Arricul tural Dopartooat of the how developoent corporation to ho forncd by
& aceger of the Ethiopian Investmont Corporation aml the Developoment Zanl: of
Ythiopia. This now corporatrion nay not De in .11 operation by the tico the
roject is ready to zo, but it shiould e shortly ai terwvardes, The anount of
Lac¢ Zedlu-=teorn credd t reruired rises frop F8l1.2 nillion in he first year to
1017 in the thipd year. 9verall the totnl Ccdiun-torn credit providod will
e E8A,T nildlion., 1/

It is planncd that al3 ™30 hectare size farns 111 be coapletely
mechanizcd with two CO h.p. trzetors ang cdeqsuate accompanyiny cquipnent for
Craiy erop ferming, Fighty and 20 hectare sice farms will be cgulpped with
ae 07 h,p. and one 45 h.p. tractor, reopectively, plus acconpanying equinoeont,
iwo Lundred hectare opcretors will provide some custoa work to both §0 amd 40
hoetare size operators, Sce tie Sfhashenene Projcct Application for details
0 faen onuipmeat and buildin s by Tarn sive, Thray I the P2o jcct, acroege
wles cgltivatiﬂn acowr partleipating Sormerr VAT plee fvorn 2,707 leeteres

'~ o o b,
-

Eﬁ? rLiachemence Application, Sopondix 1, Tahle 1,

U CLASSIFIFD
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the first Project year to 9,600 hectares the third i’to,joct year. The crop
uix for the firat crop year will gonerally follow the existing cropping
pattern in the Project ares, including maize, vheat, beans and teff with
respective percentages of 33, 18, 15, and 15. Projected crop mixes beyond
the first yea;'. vhich represent overall patterns for all participating farms -
not for any single far,,allow for a de-emphasis on maize - tho crop nost
likely to be overproduced - and a gradual increase in acreage devoted to
wvhoat, teff, and beans.

As indicated, maize will be de-emphasized, because of 1its potential for
overproduction. Thore should be no problam marketing the added supply of
vheat and teff sincc the annual production increcase of these crops is less
than the estimated annual increase in desand of Addis Ababa alone. Deans
are targcted for the export market, and varietics twill be choscn for their
cxport potential.

- As indicated above, the Project has been worlicd nut on tlic Lasis of
existing crope for which there is suffictent information, cxperience of farmers
in the area and projected markct (domestic and foroipn} cemands, but it s
intended to experiment with such crops as chillies, pulscs, and oil sceds
tor wvhich thore are kmown good export markets. Tl so high value crops have
not been included in the Project analysis because too little is known ot this
time about ylelds and costs. Resoarch is not a direct component of tho
Projoct; however, it is recognized as an essential function. DPrior to the
first Project crop year, and to continuc for at least three vears, a U,:,
agroponist -- working in cooperation with the Institute of Agricultural

Research, the linistry of Agriculture and the Awassa Research Station ---
UNCLASSIFIFD
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will provide guidance in the following 1ines of field investigations

and testing:

1,

6.

Demonstrating and testimg conplete packages of imgroved

' : pr_hctlces :

Varietal introduction and testing at fixod sites and on

" ‘individual farme of teff, maize, whoat and beans;

Introduce and test new high value Crope;
Test for optimum kinds and rates of fertiliszer on primary
crops;

Test alternate planting dates and seeding rates for all crops;

‘Demonstrate and test rov-planting and iaproved weed control.

The agronomist will be funded from the Agricultural Advisory <crvices

Projoct No. 663-11-~110-111, He will work initially in thc thashemene area

and later éxpand his research activities to the proposed Ada District

Projoct, and other agricul tural development project areas,

UNCLASS IFIED
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The following schedule indicates targets for essential elements of the

Project:
Loan Authorization signed - wm-. - - - April 1970
'Lean Agrecment stgned - June 1970
. First Tranche of Losn released (US3676,000) — . ~eeu_ . Scptember 1970
+U.8. Private Company (Supplier) Comtracted -=v—e—ee-o_ October 1970
First off-Shorc Procurement L4 October 1970
Eight Contract Personnc} (Grant Atd) om bosyd ~e===- <= January 1977
Second Tranche Relcase (US$628,000) --- —_ August 1971
Second Off-Shore Procuremcnt -23/ == September 1971
Nime Contract Personncl (Grant Atd) on bosrd —-ee-—_ - January 1972
Third Tranche Relcase (US$789,000) w-oemee o Auwgust 1972
Third Off-Shore Procurement s}'{-- ==~- ~=Septcmber 1972
Terminal Date for Disbursemsent -~ - February 1973
Two Contract Personne!l Phase Out —ceeo- Uarch 1974
One Contract Personnel Phase Oute-- ===-Xarch 1975
All Contract Personnel Phase Out TS essssecccammc—=larch 1976
The cstimated total —2—2-/1n1t1a1 investment in the Project 1s FS11.1 million
1.3

(USSéxicmtllion) but over the estimated life of the Project -- 725 years --
there will be rcplacement investment to the extent of about ES8.5 million
(U8$3.§ aillion). Of the totel inttfq) investment, off-shore procurcment wili
amount to about E£5.3 nillion (USS2.1 militon). gn addition, thc cost of U.§,

ontract personaet torethor with the cost of participant trainin: ~ne rhe

9/ fec Table ¥n. o,
See Table No. ¢,
See Table No. 0,
22/ Totals do not incluic IEG rccurront costs,

et |

20/
11/
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summary of the investment expenditures 13 given in Table No. 6,

shows targeted complction periods for procuremcnt of equipment,

services.

TADLE NO. G

Form-Investment
Fachinery !: Iruipuent a/
Grain atus 2
machine <heds 2/
Corn Cribs 2/
Fertilizers 2/
“eeds £
Chemicals 8/
Internal Tinnsport B/
“ub-Total

Projoct Investient
vehicles®/
Hced Processing Yquipnent2/
Central Grain -torage 2
Office ‘milding 8/
Office suriiture iqmt 2/
Intcrnal Transport 2

ub=Total

U.S. Contract . rvices
Personncl ‘crvices 8/
Participant Tiataing 8/
Connoditivs &/

Sub=Total
Graad Total

a/ Direct Forei;;n xchange Cost
_3_)/ J.ocal Costs

UNCLASSIFIED
_ }fundod by grant)
procurement of cosmodities,/is estimated at F$4.9 million (USS2.0 mi1lion). Tho

36

which also
materiecls ond
SUMEIARY OF INVESTMENT
W
(E S Thousand)
YL'ARS

1 2 3 q 5 TOIAL
1,137 1,219 1,871 - - 3,028
67 71 91 - - 230
21 23 290 - - 72
46 50 64 - - 160
167 179 231 - - 577
G8 73 94 - - 35

22 24 31 - - Y
98 104 135 - - 377
1,62¢ 1,743 2,246 - - 3,01C
}'.'C' ) - - - :! \
Tis - - - - 11
G7 71 92 - - 230
40 - - - - 40

12 - - - - 12

20 7 G - - 3
373 1086 98 - - 370
1,000 1,125 1,125 875 500 4,625
33 62 63 - - 158
62 63 25 - - 150
1,005 1,250 1,213 8175 300 4,933
3,004 3,102 3,557 875 500 11,123

. ¢/ lart Foreiyru ‘xchause and Dart local Costs
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FINANCING ARRANG MENTS AND COSTS

33 3¢

The total initial capital costs are estimated to amount to $2,4997,000

(F %6,196,000) spread over threc years., The direct foreipgn cixchange clerent

ia this is £2,140,000 (F $5,311,000), It is proposed that thc direct

forcipn exchange cost of off-shore procurement will be fimanced by a U,S,

Develomeent-loan. The cost of U.S. persomnel, together with participant

training and coumoditics used in demongtrations by U.S. personnecl amounting

to 11,286,000 (. +4,933,000) should be financed by a greut. The LSAID

share of the development costs is as follows:

TAZLY No, 7 USAID SHARF OF DEVELORUENT COGT:;
(US ¢ Thousand)
YLARS
0f{-shore “rocuremeat-Loan 23/ 676 638 M0 - - 2,003
(¥ Yquivalent) (1,678) (1,5099) (1,957 (-) =) (5,100)
Contract vrsonncl-Grant 29/ 441 504 483 53 202 1,00
(I': Fquivalent) (1,093) (1,250)  (1,212) (87H) (G90)  (1,212)
Total Contribution 1,117 1,132 1,277  15° 4,02]1)
(1's: vyuivalent) (2,773) (2,509) (3,169) (373) (500) (10¢,127)

The initial local capital costs of the project are estiuated at rel,000

thousand (U.S. 425 thousand) spread eut over the first three yecars of the

project 1ife as follows:

e e s e e s e ¢

23/ See Teble G, page 32
24/ “ec Table ¢, vajc J2

UNCLASSIPIED
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TALE NO. 8 LOCAL SHARE OF CAPITAL COSTS
(US S Thousand)
YEARS
1 .2 3 TOTA;,

Faam jsuildings ~ 04,0 58.06 74.6 186.6

{I' ¥ Lquivalent) (134, 0) (114.0) €1685,0) (162,0)

teced Credit 6.8 15.1 25,1 47,0

(I' *. Pquivalecat) ( 16,9) ( 37.49) { 62.4) (116, 7)

DEfice Youipment 4,8 - - 4.8

{(*" ¥ Fquivalent) ( 12,0) ( - ) ( - ) ( 12.0)

Gifice “uilding 16,1 - - 16.1

(¥ t. 'ouivalent) ( 40,0) «t - ) ( - ) { 40,0)
Internal Transport Cost

ol U.8, Procurenent 47,6 4.7 3G6.8 149,2

(. ! Touivalent) (118.0) (111,0) (141.0) (370,0)

TIAL Y OCAL CAPITAYL, COCT SR Ll 15C.5 403,7

(I’ + Tauivalent) (320,1) (292.4) (35¢.4) 1,000,7)

Of the total loenld contribution of ¥ :1,007 thousand (U 1 203 thousand)
F $4C2 thousand will bhe famm investoent on bulldings purchased with credit,
The local capital and recurrent coats by ycars is ¢iven 1n Table Yo. 9,

It is proposed that the local capital and recurrent develomieat costs
(sec Table No, 10.) be met partly by IFG contrilution from its reveave funds -
I" 200,000 in each of the first threc years - partly by usin; part of the U,s.
fgricultural Scector Loan - also I: $200,000 in cach of the first threc years -
partly by o contribution over the first threc yecars of b J467,000 fro
participating famiers by vay of dova payents on Y. jediw -t loans, and
partly by the differcace bLet.eon the interest rates, Lyace and naturity periods

foir the credit iven to the faruers and the Fuojeet's ubli;;ations to the YiG
Miniatry of Finauce, (Sce “roject Cash Flov Irojection ta Table Ho.lo').
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IAarE No. £ LOCAL CAPITAL AND RECUZSENT COSTS DY v Ang
(US ¢ Thousand) (I :- Thousand)
1 2 3 4 S _TUTAL
Lceal Capital 129, 117.7 15C.5 - - - 403.9
cost (320.9) (292.4) (:385.49) - - = {1,u01.,7)
Tocal wcoeurrent 85,7 102.7 103,7 104,58 105, a2, ¢
Cost (212,0) (254.9) (€537.4)  (260.0)  (267.0)(1,227.1)
TOUTAY. 915.0 220.4 200,32 104, 8 105, S0
(532.9) (547.3) (G45.8)  (2C0,0)  (2(2.8) ¢, 0

The estinates for local recurrent cogts covers the current cogt of salaric 5,

per dicu allovance, vehicles waintenance and petrol allowance (scc Table i, <),

4 Assistaat Lepartucntal licuds, the Asgsistant !'xtensiou/Credit T afatn, W' fTicer

and 17 Ixtension/Cveit “‘fficers, together with the costs of 1 clerls, to
uar's ond the office runain;; costs and depreciation on the office hwildin
and couipixat, The ~ash flov projection (Table No. i) shows the nrojeet's
vwreent costs ronaining roughly constant after the first year, but in fact
the high staff maanine ratio . required in the carly years of the project is
unliliely to be needed after the seveath ycar. Conscquently, the project's
currcitt costs are likely to tail off unless the project is expanded.

full details of the fartiers recurrent coats arc ;iven in the application
gy IVG to GUAIR. i an increncatal basis, the total riscs fro 13 thousand
G 032 thousand) 1o the first year to :107 thousand (I' :'°G3 thousand) 1o the
Afth yoor aud ecaias constant on averase thereafter, Takiw, into necount
cristiug operaticns, cizeluding intevest, recurreat costs arc lilely to risc

frou £139 thousant (0 ..:4¢ thousand) in year 1 to ::539 thousand (T +1,399

thousand) in year 5,
UNCILAGSIPIED
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The borrover vill be the Inperial I'thiopian Covermucnt (IrG) through
its Ministry of Finance. loan funds will he made available to the project
by the mz‘listr‘y of i"inance, and the cntire loan will e disbursed for pro-
curenent of U.5, equipnent and counodities. The IVG will retain the
oblligation to scrvice and repay the loan. 1In vier, of the uncertain long-
tein lthiopiau balance of payment outlool:, the iLost favoraple repayncat
terus available are proposed: repayncat in no norye than forty (10) years
after the firsgt disbursencat, ineludiang a grucce period of not to excced
ten (10) years; intcrest paynent of two pcreent (2°) per anawn on the
outstanding Lalancc of the loan during the ;;racc peeiod, aand thece percent
{329 On wae OULS LR LI, BLALLICE BILCY L CRPLLULIUN wL L (LU0 PO,
with all repayuent in U,:, dollars. Joth short- and sediun=tert credit vwill
be available to fanmiers at un annual charge of ten percent (10)). The shosrt-
teru ciedit +0ill1 e piven 1n kind, to bc repaid within onc year (at the tiue
of harvest), The nediuu-tern credit will e krantec with ten perceat cown (107:)
and a naturity of six years, including a two yeor pruce period, The projcct
will have to repay the U,5, D velopuent loan to the UG Jintstry of Finance with the
followim; temis: Tutovest at 5 percent, a five year ;:race period, and o to
year repayneat period. |

Attechoont
Table 7 t: DProjcet Cesh Flow Projection
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