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A. SUMMARY 

lJecaU80 no percent ot the Ethlol'lan people Uve and work in ogl'1culturc 

ond agricul turaU,-orlented acHv1 tics, the rural s(>c"t()r is and will contin.ue 

to be the ~naat tector in Etbioplo In terma of both the econoaic and 

Sllt:lo-poll tical deWlos-eat ot the COUDtry. Sixty percent of tb9 GDP and 

DO percent ttl aU ..,.,rta ec.e traa the coUDt..,.lde, With cottee (N percent) 
1/ 

domlnnt1ng tbe ... : IIDi'eover, tile ...... t ~ rate 1ft the agr1cultural 
/ y 
se'etar hOB been 0DlJ' aIMMIt 2.4 perceat. tile fttrd "ft Year Dlvelo...,nt Plan 

rcc~~n12Cs the .. facti aDd place. greet ,taa'a an atlaulatlac ~rcl.l 

ag'ricul ture to lncN .. product! Vi t, aIid output, bc)tIi tor esr;ort .... to 

improve nutr! tiona! ataDdarda at~. 'ftIere 1. IIOUDtiDl: endeace la ~ 

mmber of areas In the country of .pontaaeo_ devolo.-nta a..,.. ~rc1al 
activity tllkl,1II pI... 8etU-H\lDera 1n the northweat of the COUDU7 oa tbe 

Sudan border la pro....,l,. tile beat k .... , ~ftI', a neeat atudJ .., tile 

~iili18try of Agr1cultQl'e ot tbe dtatn-.att.en of tractora nceln_ pel'ldte 

for duty-frl'!o fur) indicate IIWIJ MOre ..... , lacludtac tile propoMCl JI"O".t 

arca where Gl tract~rs are now operating. 

The sbashOllK'ne nrca wns (:hosrn partly because 1 t "" r.ted hlPlJ' ., 
2/ 

the al Acro-indUlltr1al Seetor Study. which hu tid. to .a, about U. ..... : 

"Of all tile __ .. obeerwd. thls ODe (FhubfttDene) would rBllk 1n top prlorltp 

tor aD area in _feb to deftlop dlveralfted 8gl"lcul ture'·. It wns 0150 chosen 

1/ lEG Agricultural ScctOl' L~cn Applicatton, Oct, lDGD. 
Y Miller, ClArence J., ot al, "Prolluction of Croil18 :.:1d P'..l!SOf; in Ethiopiu'. 

Report No. 10' - Stnnf:.rd Rcsearc:h Institute, Jnn., H)t3:J. 11. O~ 

U~CLA8SIFrED 
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.tc- of spontaneous, c~c1al agricultural degeloJIIItDt. AIIOthel' 18Ctor 

_tell entered the dectsioa ot 8electin&; the Qrea ie the eXistlllK favorablo 

laad tonure pictUl"e. A ... le 8Ul'Yey ot tbe Ifroject ana, _bleb 1. believed 

to be repreaentati"., revealed that nearl, 35 percent of tile f .... were 

Wbolly-owDed by the I ...... , nevly as pc:rce.t were ..... tly-owned and partly 

rented aDd j..-t oYer 30 .,.,rcent ot the fU'IID'" were teDaDU renting their 

tal'llll. Ooly 10 percent of tbe total cultivatable land In the area is 

fumed by tenants. Tbls degree of Iud O1Mftab1p is .ucb bigher tbu elae-

where in Btbtopia. 

Appl"08Ch llDd Plan ot Actlo. - TIle PI'Ojeet ea .. nUall, 1. oae of 

inteD81 v~ .uperrised qrleul tural creeli tad.. auch ia the tiNt 01 i U 

kind 1n Ethiopia. The Slauba.eDe ana i. PI'OPitioua tor • • ..-n1Md 

cred1 t proer- because there i8 all"Oady a beal thy clne1o.-e.t of .odeI'. 

ccaD8rcial farming and there are II...,. talrl, l .... e owner-oper.ted t ...... 

/Tbe Project .,U 1 provide .,.ek-cC8 ot short ad ~l\11-ten credlt tor tIIIe 

purcbue 01 both current 1nputs ftftd eqtd. .... ' IIIId tan bulldt .... alCMII _tit 

1 ..... 1_ MI'YlOM to ..sn .. OIl tllelr \oWe. ftt. IN".' WiU .... al ...... 

iDlltaUa'io. OD about 140 , ... , in aD ...... uitable tor tbe de"101 IEt 

of modeI'D cOlllOOrc1al tarmtng systems. tully utll121D8 equlPlOnt, lIIIproved 

Ned, fertilizers, peat control, aDd il:lprovod O4;I'ODOIllc practices. To 

efteet this traMfom.Uon. both short and medi\ll-teni c:redl t are .... nUal, 

VICI.uaIFIED 
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:1l1c1 tho Pt"oject wUl have n heavy .-..nrl full ·cnL,plccent (,f staff t" \'1:;1"1; CloS(!ly 

\'.'i th s«1 •. ·1tcd farmers so that virt.ual Jy all trl(' pr:!('U,::t's cnn bC'- i'iilcnr:cd 

Lx' c(>oprehct1S1 VC 80 that propel' scrd hNl prC)):1l"nt.lon, \'J~'cd cO!1t!"'Jl DIl': 

!ct'tiii1crs to be realized. 

In tIl(> faee of inadequately tested thc~riC!s n!l!)licnb7 co t·, E 1'1l1;Jinn 

c,,)llti Huns, medium to large-scalf' r~s were chosen as tilt:' !!')~:.t ;,r!'J:l.!I-

t:lr:l .• ltlS B~1)roach to acbiev(· Oro ,eet (';0::115. This decision W~lS hu~,'ct ~ln 

ct.!t:tnet'cla] eur1culture; other clcvelopment projects 1n the 01"('3 3rc pladi1~' 

C'liIplwr:.i ~ O!1 sma11 -scale f 1lI'SII; l:SAID/E has undl'r c()nslderation anot!lC'l" 

arn~! prnjct:1: that involves only small··scnle farctS 1n another a~"ea ()l' thc 

("I1j;ltr;!; :~.nd advnntagell of conccntrat1()n of sr~n.1"ce manp·wer Bnd l..!!lpit~l. 

:U!1C ;;.S. tcchnlcimu: will pl'OvltJc tho requ1red technic:'!l OlssistnncI) for 

the first five years of the Pro.1ect's Hfn. Onr nf the t:.~. t<,C'llllieinns 

w1l1 ::.e the Project Director. Elgbut'n profcssion~1-1('v()1 Etlliopians 1Ilill 

iw 1 nvn 1 V('U in the Project, ten of which Wi 11 recei vc t rat n1 nr; l n tIle l!. ~ • 

it is P~()P.ll-lc.:.l that a ~llnt.terla1 0-1 tte<: be forned for t!1l' ProJ(>(·t, 

e ~lsist1l1C "f the ~.ttnll1tel'tJ of Agriculture (Chatrman), Lend Ik-fnm, 

Ap;ricu1 turf' will be res:x)QsllJlc for Project irnpl c(lontoti·.m. 'flit.· 1 " I 

UlICLASSI FlED 
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thret'-yegr period: First year .., 110 forms (2,800 hR.); the sC!cond y(~or 

IncrN1S1ng to 84 fru'co (5,760 ha.); nnd tho third year leveUnt~ off at 

1<10 fnl'tllS (H,COO loa.). 

PNdu('tion Chan!~C! DUI:' to Pro.1e~4':V .. Initially, concentration wUl be 

on four ('r,.)p8 (Cloi2e. wheat I teff, and bends) I wi t!l the crop mlxCls cha~ln~ 

.",/ 
sUr,btly f!"om the existing pnttprn.·· wi th till:' Pl'DjC'C't the production of 

mo12f:.' incre38es frolll 11,200 metric tons the first yeer to ~ 1 .5:>0 metric tons 

the fifth year as ca.pared with production without the Project increasing 

from 9,720 motric tons to 10,520 metric tona fiJI' the St'1De Pf·riO<l. Production 

of whrat without ~he Project rl8es from 860 ~trlc tons tl~ first yeoI' to 

!-)4!l lilC'tric tOilS the' fifth year, whUe t.'1 th the ProJect wheat ju·oducU("In 

incrC'nsr.s froll 1 ,!MO lletrlc tons to 6,000 metric tons durinc the flGmf' period. 

Thi.' (lro luetio" ·_,r teft' and b<!ans incrE'a6{"s during the ft ve-ycQr period froc 

I ,..)30 MT to 1 ,17'1 rrr ami 3ail MT to G20 ~7, I"C8pe('tl vC'ly. without the Pro feet, 

whll~ with the Pro1 .... ··t :"o:)ductiI)Tl tncr('.'S(l8 frl)m 1,,:50 MT tu ",300 ~,rr ::nu 

330 ;~IT to ..:,2GO ~!T, l·c·specttv('ly. 

Pro.lf'ct F1nailCf.'~ - The E'~UrnatrcJ t:::-t: ,] illitial tnvc~tl<lcnt in the Pro.1<'Ct 
- 4.5 

1s US~~ million (p:-:Il.l Dillion), hut .-.v('!" the Hti.r.llltC'· '!iff' ·:f the 

Project - !.J5 yeus - there w01 be replaL'C'cent lnvestcc-nt t·. the ('xt('nt of 

noout Uf'$.I." DllHon (E~i9.J million). Of the total 1n1tla1 tnvC'fltllll'nt, 

0I"f-811ore prO(:u~mcnt (1.)3n 1 lUFfs) of anchinel·Y. fC'l'ti lbr.rf;, c' c!:'ic:nl.C: 

'V ~hasbemene Appl1cation. p. 14, Tablo 12. 
4/ rhashemenc App,l if atton, p. ' I, Tub1c· a. 

U~C1AS5IFIED 
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US$2.1 mtllion eIeS.3 -'11loD). In addition. tbe coat ot U.E. contrnet 

peraonncl together witb the eoet of participant tralD1aG' and the pl'OClll·cmcnt 

of e~cl1t1e •• ie utlaated at VI$2.0 milllon (1$4.9 adUloa). Local 

recurrent COlt tor the 11"...,. ....... lod 'a .aU_ted to be U~50:?600 

(1$1.247 million). 

URCLABSIFID 
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fI~., -Total L'rojeet Coats ... nve p .... 
Total cost 

Contrl buti')!l8 

. 5/ 
VS~4.987 million-

6/ 
IIG (loan, U.S.,-------------------------UJS2.083 million -

Farm machlDery aad eqUl ... nt 

Vehicles 

Central grnin storage 

Seed proceasing equt.-cnt 

Chemicals 

7/ 
IF.G local curreney-------------·------V1tO.414 1D1111()~ 

Office buUdlng 

Offl('e furniture and equt .... nt 

Grain bins 

Recurrent operBtl~~ coet !/ 
Machine shed. 

Internal transport of off-sbore c(~itle. 

u.s. Grant--------· ----------------------·--US~l,f)SO ml1110n 

u.~. perannnel services 

Part!clpnnt troining 

DeIIIol1l1traU()n ca.:lOdl tic. 

9/ 

5/ .'01' explanation of difference between total coat aDd total contrlbutloDII, 
see ~haDh('mene AppUcaUnn, pp. 28-29, p-,r. u{), and Apr>Codtx a, Table 5. 

6/ ~hnshemene Application, p. 27, TobIt' 14 nn~ p. 30, TobIe 11. 
7/ Sh .. balene Application, Appendix B. Tablt' 5; 5ry:, oI IrG contrlhutlvn pt.'r 

year for first three- 'c ..... from AID Acrlcul tUl'ftl Sector J.O:1D 

81 Partial cost for firl! t thrC'e years only, 
fl/ Shashc:IDODe Appllcatlon, p. ?7, Table lot, nnd p. 28, par. 58. 

L'"Na.AAIFIED 
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3. aTU..,!Y 

UNCLMfllFIED 

tea. than half the world's potentially arable lead Is cropped. An 

e8timatod tOUl' bUUon aeree of OI'ablc land, repre .. DtSng lIIOl'C than half 

the world'. total, lie. wUhln tropical latltudH. About 1.6 bUlIon 

:leres. or 40 percent ta In Africa aDd It 18 _tl_ted that rIOt more than 

() .6 i. cui tl "ated In Africa In any particular yeltl'. A 1 arge percentage-

of the world'. In-fed people 11M tn the troplca. Dleta nre generally 

Inadequate ID qaalltJ and particularly low In quaDtlt,. Protein deft-

CICnel" are W1dH~nd and serious. 

Etblopla la at' nn earU£.'r Btll(;C of developllBnt than anny African 

,,::ountr1e8, and CncoWlUtl'8 several nbetacl('s ~o rnpld dmmlopmcnt. For 

9% of elfaeDtary ODd eecondazoy .chool-~(' children ore tn Behoot i there 

is one playaSctan for 70,000 people compared .,ith one for 18,'lOO In Africa 

ns a whole; agricul turc accounts for about GOC:O nf r;DP :,nd the 9ub~18Utnec 

sector ::-UU accoWlts for about 4~~ of the (j~. o,'oo£'rn IJMufacturin&::' In 

Tbe econnmy of Eth10pin Is so predominantly ~rrrlcultur~l that little 

national pI'O~I!.. can be made un!.es. Ia. agrlcul tural products vi ty lB 

attacked dll'8C!t1y. OUt of n total eattuted popul atlM of 2~ 011 l10n 

!Xlople, ~ 1II.111on arc tnl'lll poople. !lgbty-eC'V'Cn percent of tlw nati,}n'B 

:.~) lEG ~lc\lltul'al !'cctOl" r .. lln.'1 Allr,llcntlon, 0' tll)('r, '~IG), is the: F01.4I'(;C 

of all dota on trw cr'OI)()fli<.' b:lt'k.;rOl:JlU (if F.thioplu. 

UNCLASSIFIED 
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of the :'f-:l"1culturnl sector untl1 prollulcrotion of the CUM'cnt Thlrd Five Y<'ar 

Plan (1909 .. 7:.J). During the Second Fivc' Yeor PIn!l pc!"lod. :1Il1 y ~t·:: of u"vernnr:-ut 

rcvcnU(;!8, :)n thc average, were devoted to the ap;r1cul tm"nJ sector. Av(\rnr;o 

growth in the se(.'tor throUGh 1966 was -)nl,. 2.1~. Tho 8c·~tor's f~t'i}wth rotc 

improved to 2.S~ 1n 1967 and H1GB, due primarily to unusunlly r:nou lI'E'nthel', 

to inCr(~U8eci production of low) and oreu ctearec.l f()r the- first time from 

mol aria , ~nd spontaneous expanalon of Ethiopian commercial forDing. 

The> potentlnl for agr'lcultul'al development is ·hiffh. SlxtY-t·~t a' 
arrlcultural 

percent ot Ethiopin's land is , ........ , c'')I!lpU'ed With an Rvero(t(' of 23% 
agricultural 

for the rest of Afrl{'a, ond onl, about 11% ()f the/u'''-. lcand Is pr<'8C'ntly 

uncler cuI tivntion. There are addlt10Dal Vallt areAS nl undcrutlli?erl Io.nd. 

. 11/ 121' 
'HIO bC"nIoru tu.'8f?nrCIl Institute (6RI) - and t!le IUfW -' t"cp.)l"ts n'.·t( 

that ccx:JCct"cinl nr:rleu] tUJ'C enn be develope" in ~, l"Casonably ~!l:)rt title in 

priori ty n~ttS, i!lcl ~ln~ the Shashcmcne orE-O, for (:evclopccnf :13VC' :lC'("'~l 

irli:'ntificd bj" tho SRI study. 

Despite these ru."cns of meclim-tcrm prOilillC, especially !or tile :'cVc:1.'J.Y.:1I·:lt 

of cOI!I:!IC'rci31 agrlcul ture. it is reco[!n12cd that serloUf'. i118ti tutlnnal anJ 

soc1nl 1\'3pedlffi(lnts nevertheless exist to increuing ngricul tnro1 prOOl'('ti vlty, 

.If popul aUnn grolWth ac('elorates as cxpoctl.'d (current rat(' 2'; iocE'Caslnc to 

2.1~ in 1000. doulJHnc the poJ)tl1aUon 1n 35 yC'ar. at ~ or nt leut 50 million 

popu1 cation in tile year ~OOO) t F.tlllopl0 mny be headed for serloua problems 1I:itlt 

'"('spcct tJ food prod'.lCti()n all(] forelcn exchru-=e CCDOratlon. As in em." LJ)C's, 

! U fiRI Report - i~vol.(lpmcnt ot ~r:rlct:l turc nntI Agro-Industry 1n f.thl()piQ I 

April. ) 909. 
12/ IDft!> Report - Dovelopment in Ethiopia, Aur;uet, ~9G7. 

UNCLASS IntED 
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Bthlopta baa a youn(~ plpul atlon (more than :;0';1 est1mated i 0 IX' um]cr 20 yeat.'s 

of age) with a 1:lI'CC growth potential. Consequcntly, if past rBtl!S ()f fann 

production iocroMe do not rin above the Sceond Five Year Pilln period r:lte 

of 2.1~, tile preseDt modeat dally food iDtake may decUno. It is cstimntcd 

that to nchieve on nverBge 2,300 caloric food intako by 1972 would require 

a 11$ ~4nn\lal lncrensc in food production. 

The Third Fhe Year Pion emphasiull that national prolP"C'8a depends 

on major emphuls bel ... p18Cf1d on -"cultural deveIO",Dt. aDd ollocat.a8 

about He; of totnl planned iD ... meat to -crleu1tu1'e. '!lie Plan nl80 

recoGnizes and frankly di8CueaeS ..a, of ~ structural aDd lDiltitutional 

t"cfol"ll1S needed, and gives top prloritr to deftlO...,Dt of ~clal t8l'lll1nc, 

tarr,ettnr; a 12.G'l average annual growth rate for this sub-II..:c;tor Be opposed 

to tl 2.!r; growth rate for the agr1cultural aoc:tor overall. 

The Sll:'shcmcne AgricuJ tural DcivelopllCnt Project focuses on tlw ov('r:ll J 

1JjC'ctlvcs af thc IFG in the agriculture' s(!ct':n' and r~()gni~~e's thc ' "'.31>1("6 

t'lnt obr,truct l!l,-;vement tOW:lJ'd sC't r,oals. 'I1lo cstabl1shacnt of cOl:l!lOrcial-!li7.~ 

[arms is 1n direct keeping -1 tb country objectlvee ot loere88iug food 

ilr(')d~!ct1on at leost in pace Witb population growth and to accelerate the 

!7!"owth rnte of the agrlcul tural Meto!'. ". MCben1zatioD ~DOnt of 

the Prn,ject pI an _111 enllane<- Dl"Oductt91 ty of ed.tine arable 1 nnd and 

d 1! ! a('rc~se utl1f.zati·)11 flf undL'rutt 11 zed nrCd. The lntrocJuction or the 

, ,')~)::~;ction pnd-:~~c" (improved seeus. fcrtilizers, chADlcal!', etc.) ~11l 

: ~w!'C:1se unit y1C!lcJe of Gtcplc crop!; Qnd at the some time In('t'casc- flC'1' 

. "pl tn: iDC~. The oS~Qb!l!l[lmr'Dt .... f an :t,~t·ic·1turQl cl'4:·dlt SYEtcTal Wi 11 

pr.:}viue n mueh needed lnst! tutinn for t")YOl"al1 agrlcul turn! development. 

~cr.AS81F1ED 
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c. SlMftGY 

liWCWSIFl1D 12 

Tbe goal e ot this Project are to procn~ the deve] olll'Bnt of cCJl%DCrci a1 

agriculture on fairly large units ot had. using macblno pmJCr, propel" 

Cl"OP cuI tura! prncticea. .i.mprovnd varieties of seed., peet control, credi t 

and m:ll"kettng as essonti aJ for eftlclent agrleul turnl production to incrouse 

production ot staple crops; to estabUah iMtltutiou eS8entical for acr1-

cu1tu~ develOpment. to promote the .avc.eat ot product. from commercialized 

fal"lD8 into the IUl"kct eeoDOlll)". contribute to il'lC!rerwes in agricul tural 

exports aad to significant IncJ'£>88CS 1n iDeoct' oPPOl"tunl ties of fanas in the 

area; and to demonstrate cOIIIIICrl'1caUzed fandng by ind1vidua] Eth1op1:m 

farmerl.J which wiH ~('rve os an example for the extension of irJproveu 

tccnruqoofJ to otner t~1"mS anu centcr's. 'j'hesc OUJl'ctlVN~ W111 IX' n(~hicvc(j 

thrOllfl'h a U.S. loan of about 1'~~.1 111.11 Unn and :"In -nnunl grant tl) the lEG 

f)ver a fl ve-year period, sub.1oct to IlVOUabl11 ty ot fund. an!! 9catisfact()ry 

onftl13J substnntiv(' and b!ld~~ctnry rovh,ws, in nrdrr tl'J immrc that tho 

e"r;:cutlnll anency \:Ii 11 ~ivc t:le nec('£':sary pr10ri ty tn f'his ar-:pcct lif it£; 

aetivl til'S. 

The objectives of the Projeot ore dOHI, Illte-d 11lth the USAID 

progr_ for Ethiopia aad ia keeping with tile JIG t.-geta tor gI'OIIPItb. 

The prnpo8efl Project is all inter,'l'al aDd oaeeat1a1 CGIIP)Dent 1n the 

pack~e of Qtu;i!>t:meo J)l"opost.'tJ hy the USAID to"l nS8tet thf.' IIl'jX'ri "1 

Ethi')pi:m (i('vcl'n::cnt (t) oppront'h the> investl!1('nt and ~ra1ilt" t.nrr.f:·t:O :If' 

l'C.? Third F1ve Yenr Pl~n (!"Y 100'.\-73); (?) rn-nrllllt it!! PI'i.·t·itt.::'; 

C:l) clO\P(Itel:I"C~ter r'::JpJ1091~ t·:) (jQVI 1 ~JDCnt I)~' t!1C ~11-1m:>ortllllt agrit'1l1 turn} 

UNCtAS8IFIID 
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sector. As stchp the gr-ant and loan assistance proposed herein is an 

essential complemont to planned project assistance by both the U.S. and 

other donors. 

Establishment of mecbanization on co nrcial-ize farms operated by 

individual Ethiopian farmers, exclusive of plautation-ty.se schemes, is the 

first attempt in Ethiopia. lowever, the objectives of the Project we 

Vast areas of similar soil and climatic conditionsregional in'nature. 


extend gonorally ar'eoss Ethiopia, as well as other countries of East Africa.
 

Experionce gainc-, and research information and data develoned In this
 

Project will support and complement other AI.D. agricultural projects
 

throghout Ethiopia and other prts of Africa. A.I.D. agricultural guide

zL)1ia ior Airica emptssize u.sn paca al-,u pproat'n an u mcans or iicreasLa4, 

production of individual crops. The sme approach may well apply to overal 

agricultural development. To be effective, the "packae" must include 

all1 major factors: physicnl inputs, economic, organizational, cultural and 

The loan and grant funds requested, along withmotiv:ttional, nd knoledie. 


an IEG direct contribution , are to provide nl1 inputs required to achieve
 

objectives, and will serve to stimulate establishment of organizations and
 

institutions osential for agricultural develoleat.
 

Alternative Aoaehes - The advantages from large-scale firms versus 

small-scale farms was a topic of considerable interest and discuvsion of 

thc ,.)int ol.-nninf! camnittec. In the fnce of inadequp'tely tesit:ItVo,:ric. 

npplicable to Ethiopian cv-nditi.l.,: , :7'Cdi -- I t,)3n.* - . . fnz-0mr ! '-c ': . 

a(dva trf:-'.)us cpl, , .:S te most 1a C t, ;chit-vc Pro.jc2t !!:%,1 : " 

C)l '.wing coniir~r , tiolns: 

http:plautation-ty.se
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I. The Third Five YOAr Plan places great emphasis on stimulating 

" . 11erclal agriculture.' 

2. Other agricultural develom t projects in the a&"& now being
 
implemented or plnnned (i.e., 
CAME, Walam-Soo, Assa) are directed
 

Primarily 
at the small farmer.
 

:2. The UFG hs 
also agreed to finance an area develolont project in 
the Ada District for small-scale farmers. A preliminary project proposal 
has been prepared and io under consideration by nn Iter-Ministerial
 

COeMittee, 
 headed by the Planning Canission. 

4. Project planners took under advisement, an observation made by the 
SRI St dy group: 13/ "Short !tm gains in agrieultural exports, and increased 
LUtd JM LiW tupp;" •i ur &Vb, WJl"couraeUUMU &WJMpi y Liarotch 'Le ~ii
 
lnnd development 
 in areas where land i available for medium-scnle and 

large-scale comercial farm enterprises." 

5. Since both development funds and qualified mnnpower are scarce in
 
Ethiopia, the planners 
felt that it is etr ly importnnt that the efforts
 
of the terhnically qualified people 
available be voncentrated, and that the 
limited domestic and foreign exehaqwe fumds could be used more vfficlently by 

the selected approach. 

G. Working initially with moditm and large-scale farmers will require
 
less 
 technical assistance than tho small-scale form approach. 

7. After the Fhasbhrene Project has been Implcmented for a few years 
and is a financially sotmd ,w-ration, it can be e"panded to includo small-scale 

f rmrs inl the aroa. 

13/ ?rnI Report - Devclopoent of Ar"ictilturc and AL.-ro-liujust .y in Ethiopia,
April, 1969, p. G. 

Us1XIASSIFIED 
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Alternative approaches to achieve projected objectives in the deignrited
 

area ar limited. However, alternative approaches have been considered for 

many individual aspects (ifthe Project. For example, at the outset it 

ippeared desirable to have an Ethiopian as the Project Director rather than
 

an American. A determination of the qualifications of the Project Director 

lead the Project planners to conclude that it will be very difficult, If 

not impossible, to recruit an Ethiopian wsith the required training and 

excprience in this type of managoment to fill the position during the initial 

stages of the Project. Available Ethiopia=s for the position of Project 

Director would probably be more qualified to handle trnditional governfent 

functions than the business management tasks involved in the proposed 

erojvct. uuring til, presii.n.inry st-aeu oi planning tie Project, on 

alternative org'anization was considered: The Fam Developoent Authority, 

a semi-autonomous E agency. This concept was discarded in -.?avor of an 

organization within the Ministry of Agriculture but with an Inter-,linisterinl 

Co ittce to provide goneral control, coordination, and evaluation of 

progrese of the Project. This approach follows - pattern emerging in
 

Fthiopi,_ of organization ind administration for package projects. This 

overal l org'anization al manacemet pattern is based on the experience of 

the Chilalo Agricultuar.l Dcvelopent Unit, whtch has been operating two 

,ears arnd which is finnncd by the Swedish Goverment, and the rklamn.-odo 

Au;'ic~l ttw.tl? .D.Vcloa t project, v Ach ir Iwin-- -'1xncc(rb,, !!.l "'orld 3nM: 

nn! is Just cotw-ti ctn;,. Otler pr,) tc in t:A. :i '? i.. . alr.:'. rv,,.;i y 

f.; 11nw this jpatte'n. 

u clA sIF ED 
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It would have. been preferable to have channeled the short-trm credit
 

through a mwketlng organization which could deduct 
the credit Lepaymonts from 

the proceeds of product sales, but it is conaidored that there is no marketing
 

organization as yet in existence 
 strong and experienced enough to handle
 

credit operations. As an ,nltornative to what is preerable, but not 
avnilablo
 

at present, short-term credit will be handled by the Project staff acting
 

thr)rh the Comercial Bank of Ethiopia which will receive and disburse
 

funds. The Commercial Bank is wholly owned by 
 the Goverinnt, having bon 

seporated from the National Bank (Ethlopia's Central Bank) in 1963, and is 

reasonably efficient and prfitable. Most shokst-term credit will be gr-anted 

in kind, i.e., the farmer will be supplied by the private enterprise complex"Al 

or Procurement Division -" with fertilizers, insecticides, improved seeds,
 

etc., entirely in kind, finnced with AID funds 
 (loan) channeled through the
 

Comrcia! Dank, 
 a branch of which is located in Shashemene city. Future 

plans cal l fVr a subsidiary of the proposed Ethiopian Development Corporation
 

(a merger of the Development Bank of Ethiopia and 
 the Ethiopian Investment 

Corporation) -. Cares S.C. - handleto the marketing. of the crops, tied in 

with short-term financing from tl Ethioplan Developoent Oorporatin itself. 

Cross Relationships - Thero. are three other agricultural development 

projects in the sme general geographical area with similar objectivos. 

Tie Awassa Rural Development Project, being planned by the Ministry of 

Community Deve!opcont and to ie supported with French aid, is locato!l 

TI/ In the event that plans for U.S. private enterprise partL-inntjton q':0 notmateriali'c, the Procurement Division will prov- e al l .'-vsirvphysical inputs - fertil izers, insecticides, improved sordcI, rtc:. 
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in the same geographical area an the Shashemene Project. Its emphasis will. 

be on grain crop research and assisting small farm operators in increasing 

productivity. The French techrcal assistance organization, called SATEC, 

p-rp.tses. 	 and proposed facilities 

has proposed to the Ministry of Comity Devolopmnt the possibility of 

establishing within the area facilities for processing m.ize for industrial 

The research activities of the Awassa 

Project wil! servo to complement the objectives of the Shashemene Project.
 

Vie lvelwmo-Sodo Agricultural Project, supported by the Vorld Uank- and just 

recently started, is being developed southwest of $haslhemene city, but
 

outside the Shashemene Project area. The 1law-Sodo Project, with the 

,inistry of Agriculture as executing agency, comprises a regional "package
 

6JU U;VSn i1 1ia liA6P1UL9-U AJ £h9QDAe1DT. ;ILLh Y!vj.u qUanllty P iL asL "Z.,: 

to resettle farmers in the lowlands. The World Bank support will involve 

an ntunt in various cwrencies equivalent to US$3.5 million. The Chi'alo 

Agricultural Development Unit (CADU) located in Arussi Province adjacent to 

Shna Province and northeast of the Shashocmnc Project area, was established 

in Septcmber 1967 by the Swedish Internntion-il Dvvelipment Authority and 

the lEG. Efforts are centered on small farm operators. Activities include 

experimentation, extension, credit, seed production, marketing, etc. Both 

crop and livestock production are included in the program. The VP 1amo-Soco, 

CAMD, nnd Awassa Projects are considered complementary to tho Shashemene 

Projec.t. 

D. 	PIA..ED TAWMEG T. RESULTS , ANfD (TL'TPUT, 

Targots -- T1kv cse'ner. -f t!bls Pr.Jcct is the insl" I ,tion on 7it 

140 fnrms, in an area suitale fnr the ,levol.,pcnt of t.oern cor.nrcial 

UNCILASS IFIED 
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f arming fully utilizing equlpent, Improved seed, fertilizers, pest control 

and prescribed ri'rowmaic practices. The first year's project operations will 

be limited to 40 farmers; six averaging 200 hectares each, six averaging 80 

hectares ench ,nd 28 averaging 40 hectares each. During the second Project 

year the number of participating farmers will increase to 12 averaging 200 

hectares each, 12 averaging 80 hectares each ald C0 avera-zing 40 hectares each. 

The Project will level off during the third year to 20 averaging 200 hectares, 

20 averaging i0) hectrres and 100 averaging 40 hectares. 13ccunse of inadequate 

animol power, these fTame at present have unler cultivation fewer hectares 

than the amount under their control. 

On-fan. and central storage facilities will be constructed and/or 

installed during the first three years of Project opertion. Central 

grain storage equipment will be procured off-shore, whio na-farm corn 

cribs and grain bins will be constructed of local materiils by participating 

farmers. 

Table Io. I ,ives a description of farm machinery and equipment and 

number of each item to be procured off-shore. All farm machinery ant cquipment 

wil l be procured during the first three years of the Project. Procurement 

of machineiry by years is targeted to correspond with the number of farmers 

entering the Project: First year - 40 farmers and an estimated..... ,.q 

million for off-shore procurement of machinery and equipment. During the 

second and tird Project years, 44 and 56 farmers respectively will enter 

the Project, and t (),., dmillion and 11.73 million for Project years 2 and 

3 respectively wil 1 be disbursed for off-shore procurement of machinery 

and equipment. 

UNcLAsiiED 
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'TAME 2. 1 -AM BVIWF - tWF-SNOR PRMRXMM 

Tye of Esuisnt Size or' Moaber 

Tractor. 60 h.p. 60
 

Tractor 45 h.p. 100
 

Disc Plow 3 furrow .100
 

Disc Harrow 12 ft. 140
 

Harrow 4 sec. 12' 140
 

Planter 2 row 1 20
 

Planter 4row 20
 

ThIn 11ar 160
 

Cultivator 2 row 100
 

Sprnyor 12 ft. 40
 

For the first three years, the Wiafitp sor icmo ed seeds will
 

be off-sbors (one-talf of required mwAmtu) sed focal sed-producing stations
 

or centers - oxperiment stations, CAW, Awaa Vrou, etc. Folloving
 

extensive o.nperioentation with many varieties of the crop mn, as wel] ac
 

ndditional l,lih vnl;e crops, uuring t'!c first two crop seosons, it Is planned
 

thnt seed multiplication wi!l be cintractcd wtlth farmers In the [Project area.
 

Tratlor 3 tons 160
 

Corn Eheller P.T.O. 20
 

Combine 12 ft. 20
 

Grain Kl1 12 ft. 40
 

Small Tools Um. ft 120
 

UNCIASIFI ED
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It is anticipated that the appliestion-of chemlcal fertilizer will make 
the greatest impact on Increased yields of the four crops included In the 

crop mix. Procurement of fertilizer" and behicals is oscheduled In such a 
way that they will be available in advance of each planting season. Fertilizer 

analyses recommnded in the initial yewrs are as follows: maize and teff 

(18-46-0), wheat (20-20-09 nnd beam (0-45-0). 

The production targets of crops included In the stx are shown in 

Table No. 2. 
The yield increases projected  due to the application of
 

fertilimers, use of Improved seeds and recomended practices - are considered 

to be conmervative in light of the increases already o'tained from the 

addition of fertilizers alone. 

TAMZ No 2 ASSUM3D YIELDS: QU -ALS/it. 

YE A R S 

Crop ,0 1 2 3 4 5 

.I 15 23 30 Zn 37 '10 
Wheat 9 15 i8 24 25 

Teff 9 l1 15 16 18 20 

Deans G 10 13 15 10 17 

Eight U.S. technicians ud 12 Ethiopian prefosclofl -level teclmlicians 

are targeted for the first year of the Project. One U.S. technician and 

four Ethiopian profcssionol--level techaicians will be added at the beglnning 

. Project year P. Phasct-otit of U.S. terhnicians will bepin at t!o crnd of 

Project ycar 3. ,3y the end of five years al1 U.S. personnel Vi1 have 

departed because the Ethiopian staff ull7 have been trained. The question 

then arlise: for how long will the Projbet nvod vhat is a fairly high 

U1CIASSIFIED. 
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manning ratio? This caninot be answered preeisely nt this time ind will
 

depend upn experience a ] circumstances, but the follwing are px~ssiblo
 

eventualities:
 

(a) 	The Project, bein, successful, is expwoled to Include 

addi tion&I f:irmers; 

(b) 	 Some of tle credrit/extension officers will be transferrcd to 

other rje.tvi; 

(c) 	Sor of the credit/extension officers are transferred to a 

Credit Unit in the proposed new Ethiopian Development Corporation; 

(d) 	 The credit/extensi~n officers are folded intn the Ministry )I' 

.iricu titre's ;roneral r'.tenslon sorvice.
 

JojectIvem 01 tie Proj ect may I)e stma-rtzec as:
 

1. 	 To promote the develnmpant of ,.omerclal agrieulture on am,.litum 

am 	 arge faro mit. 

2. 	 To increase pniduction of certain essential crops.
 

3. 	 To initiate an efficient short and medium-term agricultural 

crndit systec. 

4. 	 T) increase farma inoms and rtural living standords. 

S. 	 To lower food costs through Increaser in produrtivity. 

0. 	 To improve Ethiopia's balance of paymnts situation. 

Results - Tables' G throi~h II, Appendix 3, Shoasoenm App c:tion show 

det.'i3 of farm production ccrsts and "arnr budmet and repaymnt canocity 

for each size farm - 40 hectare, 61 !iectare and *,3 ht:r. Tle folvin, 

table (Table N. 3) ,,;ive a surmary of net returns by farm vtc. arw- Project 

year.. 
U,;cusB ItN 
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TAMXL MO. AT1FLIs-3rriSVPWrTY 
(Eth.$ - Ex. Rate E$2.,]RIl125 = L$1.00Years 40 ia. /1.51 80 O1n."-Years = r "--- RotoF* . .F'moe-

2 001a.
.t r-------N 15/~s 

RotUrns rr. acrs ,,,,et "IM.Farmors Nrot Rti- Not 

. 28 2,717 G 6,589 6 10,7 

2 GO 'I,'115 12 -0,192 12 31,"gG 

3 700 6,208 20 13,7)4 20 4),94G 

4 700 7,059 20 l ;.":I27 2-1 43, 

100 7,4;J1 20 17,511 P1 3!,"AC5 

Table No. 7 in the section on "Financing Arrankewints and Costs'
 

indicates the availability .'nd 
t.tmir, of inputs: oquilwnt, goods and 
srviv(e. The arrival t ' the Project nre., of these inputs i, scheduled in 

Lepiw with phase-in of participating furmors nnd ntx:Lbr of hectares put 

tnt,, cultivation for the respective years. 

1:cnefits -The • :'",rnnl rate of return on Project Investment is 21.* exrcent./ 
10/ 

This is a good rate, and is . particularly good rate for an n,-ricultur.l
 

dewlopment project of 
 this nature, where there is a heavy involvement
 

,f U.S. technical personnel with a 
 large eduoation/trininr function. 

This in turn has been necessitated by the scarcity of trained and! experienced 

e:tonsion/Credi t workers in Ethiopia.
 

Of the four crops included in the Project, 
 most of the increased
 

production of beans, 3,20 tons 
valued at N$1.4 million in year 5 and
 

afterwvards w't!] be exported, 
 r.uch of the increased 1wduction of trff and
 

wheat will be e6qrted f.rm the Project aroa to 
priln taportin,: rerions
 

3/et rturns pr f.,ro (gross sales lera cash 
 .-oots o ,).oratlon, deprecintion,interest on loans, and livinri o:npenses), c-clusive of payrints ,on bui1.inrs
.Oud eqaipmont.16/ Calculations shourn on p. 34, Table 1P, Shashemenc, Application. 

U.NCAS IFIP 
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of Ethiopia to help feed the increasing population, which is likely to increase
 

at a faster rote than in the past due 
 to a fa.ling death rnte and n constant
 

birth rate. With regard to possible new crops, 
 the bulk of all these crops
 

is likely to be exported. Initially, "f course, because of the cost of
 

capital fmods imports, the net 
foreign echange balance for the Project will
 

be ncgative, but as productivity Increases 
 and as the new crops - al! cports
 

ire introduced the baanct would be positive.
 

The net effect on Goverment revenue 
 over the life of the Project 

should be favorable, as after the initial yetirs the Project will have no 

cal) on the Government's current budget and the considerably higlwr incomes 

17/

L":cnorntcd should yield higher revenues from taxes. 

Other benefits from the Project would incltule: 

Fucta ss in the ar.,a vwiI b- invaluable in dcovcrklpLni* procceluror, 

inrl structures fo,. the r-pid modevnization of farmini: in ma:y "thcr 

are:as where conditions are roughly similar. 

2. Activities oi the Project should encourage bringing th, rural
 

population into 
the national economy and simultaneously fost.rin 

some clementary participation in the local, provincial. and centra] 

Sovels of vvernment. 

3. The Project will make for Inetitutlonal developoent at cach levet 

of participativi . nd will Improve public d:uinistration 1y prou)tin;g 

,(-' )at.nand c .. r. lnntion b!:twnen r.'.:i.stln:: Covera~nrot 'r .ni:t'. . 

!+7/ f.ec Appendix B, Tablr 3, tzha ;,cr.n,, Applicti ,n 

t':('crAF:rIFIED 



ADJVIt 	AMAIA TIMID A- 82 UNCLASSIr1ZED 3X4 

E. 	 COURSE OF ACMrOM
 

To establish 140 operating comexrcial farms, Involving 9,600 heetores,
 

Lum adequate orgvnizntion is needed, personnel must be recruited and trnir.ed,
 

storage facilItier constructed or Installed, administrative facilities
 

provided, machinery and equipont must 
 be procur(x/, short and mediim-term
 

..redit made available, and supporting 
research aw. extension education
 

must be provided.
 

Details of the organization and acdinistration of the Project are
 

civon in the Project Application, pages 20 !,nd '1. 
For overall policy
 

d1cislons, guidance, control, coordination 
and evaluntlon, an Inter-!!inisterial
 

Committee will be formed, prior to initiation of the Pr.Jcct, consisting of
 

the ,Iinistcrs of Agriculture (Chairman), Land Ref,irm, 
 Comciunity TDovclopment, 

Finance and the Minister of State for Planning. Operntion and management 

will 	be handled by n director and four department heads. The Project 

management will be directly responsible to the Ministry o) Agriculture.
 

Nine 	U.S. technicians will provide technical @uprt for the Project,
 

eight of which will be.on board prior to imItintion of Pro oect ,,perations. 

The ninth techntclan will be on board the second yar of Project operntions. 

The ProJect will involve 18 professional-level Ethinpians, t'.n ,ifwhich 

will 	 receive one year nach training in the U.S. Additional trainingi will bc 

riven on.-thc-J,,b. All ".F.-trainrd Fthiopian personnel will return *.-the 

Pro.jct ort 1-.tor t.,an d-:ring the "o:-rth y.ar o)f !R" Ic t .,rr.n 

Fourteen Ethisula )o-r..onne 1 vil I b. e-'cruited prio'r to stu:t .). nr..j .ct 

operatio.js. A, L.S. CiLAt'nCt prsonnoflpas o't l'thipian .trf:)Yr:1c' 'lill 

fill the mpoctivo p-siLUons. Ithiopian personnel to w.rk with U.S. 

!:NCFAFFIF IED 
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technicians, rind to eventually tnke over the mnagement nod operation
 

beginniz4; during the fourth year of the Project, will be recruited from
 

wLthln the Ministry of Agriculture, the 0ollC0. (f Agriculture, and from
 

other IECA and 
private noncies. In addition to in-country and Europan-traoted 

ngricultural personnel, during the period 195I7 to !969, - total of 137 

Ethhl.pians were trained In the U.S. in the are-s of crop and livestock
 

pr)ductiO n, .igricultural education, ontension and rosenrch, land and water 

rosources, rgricultural economics, agricultural co-ops, marketing and
 

promcnsing. During the s.nmc period, USAID-sponsor'ci training program in 

agriculture for another 101 Ethiopians in third countries.
 

Table No. 4 elx)wp IEG Project operations coanet for professional 

luv'jj mrursoimlv. 



TA NI0. 4 FG PRO6ECT OP.rFATI ),S COST FOR PMOFESBIMAL-IEL 13ffR~aKI (T-TMi..) 

~YEARs 

It2 

.3 41 Asst. Pro.Ject Direc;or


Salary 0 10,560  10.60 10,(;00 10,600 10,600Per Diemn 2i ,010 2,000 ,(M) .,000 
Vehicle maintvan.- 4,000 5,000 0,000 7,000)Pvtrol. etc.  8,000 8,000 8,000 810po 

Sub-total 
 24,600 25,600 
 26,600 27,G00 

4 Asat. Dept. Hads A/

Salaries 7,920z-
 31,700 31,700 31,700 
 31,700
Per Diem 
 2,000 2,000 
 2,00 2,000
Vehicle Maintenamc 
 2,000 2.500 3,000 
 J,500
3,trol, etc. 
 4,000 4,000 
 4,000 ,00 


Sub-total 
 3910 40,200 40,700 41 ,-00 


1 3Xt. Credit T1atini_Salo"y 0 7,9.0 -F 7,900 7,900 7,900 7,900
Per Diem 1,000 1,000 
 1,000 1,000
Vehicle Maintenance 
 2.000 2,500 3,000 
 3,500

Patrol, etc. 
 3,000 3,000 
 3,0003 


Vub-totni 
 13,900 14,400 14,900 
 15,400 


12 Ext. Credit Officurs
 
ary C G,60
.Sal 52,890(8) 79,230(19)79,290 79,P00
Per Dicm 8,000 12,000 1 12,000Vehicle rjaintenanLe. 4,800 ,300 8,000 8,600Petrol, etc. 
 16,000 24,00)0 
 .'-,000 4,000 


Sub--total 
 81,600 122,700 1f3,200 123,80 


TOTAL
U; 202,000 205,400 ".06.,000 

.a/ Includes 101'for housing
 

.i Includes u.s. Prolect Dirertor Expense 

'OO
2, 0)0 ), .) 

8,(00 
SLO 

98,600 ?,! ,(yw 

31 ,700 

2,000 
4,000 

4,000 

41,700 *'' ,.) 

7,900 

1,000 
4,000 

,000:1100 

15,10 . ,:'20 

79,:00 
1-2.0(0 
9,400 
24,000 

124,O, 

-]0.800 
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U.r. contrvet personn.1 will incudtc the Prriect Director, nn exte sIrn-crodit 

-10visor, aceuntin,: .dvisor, procctwomnt advisor, marhotim- ,,'u!salo a(visor, 

thrce credit supervisors, and oue cxtension-credtt training advisor. Advisors 

-o'r accounting and pro'curcment wil! be phsed-o.ut at the end tf the third 

Pr.)ocl year. Vic threu extension credit supervisors will P 'd out atbu Ixn 

the end of the f'ourth Pro.ject yesr, and al.! other U.S. contraet p'rsonnc! 

out the f'ifth :}showski.1 I. phasod at cud of the Projort year. Table 5Ji. 

titles of U.S. contract personnol, Project years funded by U.S. grant ni,: 

-anc indicates the phase out .ifen'h U.S. technicl: n. 

TAB!JT .. U.F. GRANT FUNDS - PFRtSONNEL COSTS (
 

YEARS
 

Item I Ci ,1 5 

Pro ioet i )roctor '. C,)) -1,00O 125,000 :,-,,0O0V',000 1 

"ccd F-tensio'i Credil 125,000 1P, 000 125,000 125,000 125,0)0 

!?e.-.d ActountinC ?P5,000 1-'3,000 1 "5,'00 

"kadeProcurement 1P5,000 125.000 12?5,000 

.e!d '.1arketing & Sales 125,000 125,000 i.25,00 v-3,000 125,000 

E::t. Credit Supervisor 250,000(P) 375,000(3)375,000 fl75,000 

Et. t C dit Trainin;; 15,000 12-),000 125p000 2 12,000 

TOTALI. ,000,00 1,125,000 1,123,000 ,375,000 310,000 

The provision of short-term seasonal croedt for fertilizers, insecticides 

nnd improvcd s(ods will be handlei by the Pro ,oct staff through the Conrmercial 

Dan!! of Ethiopia. ;uch crcdit to ProJect nroa farrers will only be provided 

on the r ecomendation of t!w Prom:uction, Crelt ono. .xtenFi.,n Xpartw.nt. 

".-ost short-term credit "Al1 l 1K granted in hind, i.e., thc Inrzer ui'l Ic 

U:CLAEF ItT rLD 

http:Xpartw.nt
http:phsed-o.ut


--00 

t~~~'ADIMA TOAKI A- & DCA~JJP 
cuPYied by the private onterprise COple: or r,:c)m cnt Division vith 
fortilizor , inscctcidec.s and improved s crds etc. virtually in Rine, -inance(I 
witf, All) fuis channeled througi the Corzrrclnl Liank. The total orount of 
revolvlng credit is estioated to rise from E274 thouscnci the first year to 

N thousanl in the thlirc! year and revolve thereafter at about this level. 
Vic provision ori odity-tern cipdit for tractors and implmcents, f 

bUfl~inj 3 *storage, foncinr, water £ncilittes, ote. Will be andilod by the 
P o cjt staff, until such tio as they cain sub-contract th s Vorh out to te 
A,;. Icultural Dopartmont of the now deve!opmenlit corporation to ti for.x.d by 
a L.e of thh Ethiopinn Investment Corporation am] the Dovelopomnt Danh of 
Ftlhiopia. This new corporation nay not Lx i; full ojxration by the tino the
rPro~jct is ready to go, but it shoul' be shortly a terwardt. 71 amoun:t of 
tCw ZC:0IL-term credit re.iuiroj rises fric M11.2 aillion in the first year to 
1,1.7 in the third year. Overall the total a izum-tor credit provided will 

m.illion. 

It is plklncd that all!30 41ectare size farms will be copletely 
::eiuhanit.c with two CO h.p. trf.ctorn Mk; adequate accmopany1= - equiix)ont for 
.rai:n crop faring. Eighty am] O hectare si e far2 will be equipped with 
oe Gc) h.p. and one 15 h.p. tractor, respectively, plus accompanyin equipment. 
wo ,Lundred hcctare operators vill provide some custom work to both 80 and 0.O 

!!octarc size operators. Fee the Shas!emone T'rojoct Application for details 
x,~ar nli~iac:t~~buildin s b- -::-c sl:.'c. rnr-a :i the 1'rovect, ncr;eo
,:..:.Cu] tivnti-p aronr Pt.rtictpntiV' $.or:ncr-' ,i! rl.C, £'o:' 2,:) ".-,ct':rcs 
-, er'nc.. Appl iction, A:,.on'in .7, T..)7c
 

%.I"".US IFIFM}
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the first Project year to 9,0 hectares the third Project year. The crop 

mix for the first crop year will generally follow the existing cropping
 

pattern in the Project area, including maize, wheat, beans and teff with
 

respective percentages of 55, 15, 15, and 15. Projected crop mixes beyond
 

the first year, which represent overall patterns for all participating farm 

not for any single farAallow for a de-emphasis on maize - the crop most 

likely to be overproduced - and a gradual increase in acreage devoted to 

wheat, teff, and beans. 

As indicated, maize will be do-emphasized, because oC its potential for 

oeproduction. There should be no probicm marketing the added supply of 

wheat and teff since the annual production increase of these crops is less 

than the estimated annual incremm in demand of Addls Ababa alone. Beans 

are targeted for the export market, and varieties ril1 lie chosc-n for their
 

export potentxal.
 

- As indicated above, tho Project has been wohcd nut oni the bmsls of 

existing crops for Which there Is sufficient information, experience of farmers 

in the area and projected market (domestic antd foroign) demands, but it is 

intended to experiment with such crops as chillies, pulscs, and oil seeds 

for which thore are known good export markets. Tl so hirh value crops have 

not Wen included in the Project analysis because too little is known vt this 

time about yields and costs. Research Is not a direct component of the 

.Trojoct; however, it is recogni2ed as an essential function. Prior to the 

'iAst Project crop year, and to continue for at least three years, 
a U..
 

agronomist -- working in cooperation with the Institute of Agricultural
 

nrcearch, the Ministry of Agriculture and the Awassa Research Station 

UNCUENSIFIED 
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will provide guidance in the following lines of field invotlgationg 

and testing:
 

1, Donstrating and tsting =Wolete packages 0C improved
 

practices;
 

2. 	Varietal introduction and testing at fixed sites Od on 

individual farms of tot. maize, wheat ad beans; 

3. 	 Introduce and test noe high value crops; 

4. 	 Test for optimum kinds and rates of fertiliser on primary 

crops; 

5. 	 Test alternate planting dates and seeding rates for 	all crops;
 

6. 	Demonstrate and test row-planting and Improved weed control. 

The agron=Iet will be funded from the Agricultural Advisory Services
 

ProJect No. 663-11-1I0-III, 
He will work Initially in the ,,basliewctw area 

and later exPend his research activities to the proposed Ada District 

Project, and other agricultural developmt project m s. 

UNCIASSIFIMD
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The following schedule indicates targets for essential elements of the 

Project: 

Loan Aut 
 r1iation signed .... 
 . ...---
 April 1970 
loree.ent signed .. 

--- June 1970 
First Trancho of Loan released O(9138MAN) ........ September 1970
 
ti.S. Private Compa"3y (Supplier) Omtracted ---------. October 1970
 

tirst off-Shore Procurmet 19/ October 1970 
Eight Contract Personnel (Grant Aid) om bowtd -----
- January 1971 
Second Tranche Relense (U $628,000) August 1971 

&cond 0f-Shore Procurement 

- September 1971WIm 
Contract Personnel (Grant Aid) on board 
- --- January 1972 

Third Tranche Rolease (UV$789,00)

21/ - August 1972 

Third Off-Shore Procurement 
1etm.972 

Terminal Date for D1sbursems ................ 
 ebr y 1973 

Two Contract Personnel Phase Out 
------- ------------. lrch 1974 
One Contract Personnel Phats - ... .. .-- ,!arch 1975 
All Contract Personnel Phase Out ................. 
March 1976

The estimated total L Initial invotmat in tiu AroJoct is F*1l.1 million
 
CU8$Gccmill ion) 
 but over the 0stimated life nt thu project -- !5 years -
there will be replncement investment to the extent of about EM8.5 mil]ion

(US$3.4 mIllion). 
 Of the total initial investment, off-Shore procucment will


mioUnt to about E$5.3 
 1taIon (US$2.1 million). In addition, thc. cost or U.S.
 
*,nt'a.t pors.n:i& to0Qthor with 
 the cost of participant t'aitnin,,nv O 

!U/ evTnblo Xr). c..
P0/ See Table No. G. 

/ Ce'Table N. r6.22/ Totals ck- not iityicue IEG rccurrnt cnsts.
 

UNCLASSIFIED 
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 :2 3 
----- (funded by grant)

rOcwemnt of camoditiesI /is estilated at M.4.9 million (US$2.0 million). The 
1mary of the investment eSWmnditmes le given In Table No. 6, which also 

shows targeted completion eifoft for Prou@rsmnt of el*U/lnt, terials and 

services.
 

TATI3r: NO. G SUsAnY OF -INVrSTAE4T 
(E S Thousand) 

YLARS
 

Farn-Investent 
. achinery i.-,IIo nt a/ 
Grain ins V-
Uiachine ';hode / 
Corn Cribs U/ 
Fertilizers / 
Ceeds S/ 

Chemicals 
Internal Tansport b/ 

:u-Tota1 

1 

1,137 

67 
21 

46 

17 
08 
22 
98 

1,62, 

2 

1,219 

71 
23 

50 

179 
73 

P1 
104 

1, 

3 

1,571 

91 
29 

64 
231 
94 

31 
135 

4.,246 

4 

-
-
-
-
-
-
-
-
- -

5 

-
-
-
-
-

-

-
-

TO'AL 

3,928 

230 
72 

160 

577 
235 

7e 

:377 
-

Project Investment 
Veil e, !t 

- -
Sc€;ed Pmcc.:sing :quilpmicta/ ii; ..-
Central Grin .torage a/ 
Offiec lui.lding 
Office !.uratture itiglt b/ 
Internal Trnnsport Y 

r;ub-Total 

07 

40 
12 

20 

373 

71 

-
... 

7 

108 

92 

.. 

G 
98 

-

-

-7" 

-

.. 

. 

-

"30 

10 
12 

1 

U.S. Contract :"rvices 
Personnel :'ervices a/ 1,000 1,125 1,125 875 500 4,;625
Participant Tmaiaing a/ 33 62 
 63 -
Commoditivs L/ 

- 158 
62 63 25 " - 150 

sbTtl1,095 
Grand Total 

1,250 1,213 87 00 4,9333,094 3,101 
 3,557 875 
 500 11,123
 

a/ Direcit-orei;n xchange Cost 
/ ocal Costs 

c/ Part Foreiju xchnav;,c and tart Local Costs 

UNCIASS IFIUD 
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FINANCING ARIfANG7 MU.NT AND COSTS 

The total initial capital costs are eutimated to amount to ,.;2.' 97,00 

(E : G,1'6,000) spread over three years. The direct foreign e:chanrc element 

in this is $2,140,000 (F 6S,311,000). It to p.t~posed that the direct 

forlpn exchange cost of off-shore procuremlent will be financed by a U.S.
 

Devcloraent.Loan. The cost of U.S. personnel, together with participant
 

trainink aim coumodities used in demonatrations by U.S. personnel amountint, 

to .1,:.M3,000 (f: 4,933,000) should be financed by a grant. The U II)
 

share of the dcvelopi..eut costs is as follows:
 

TAIME No. 7 USAID SUAR17 Or DJEKLORWN C'%X
 

(US " Thousand)
 

Off-shore 'rocurezmeat-Loau L3 676 628 7,39 - - 2,0-:3 
(.F.,:'quivalent) (1,678) (1,599) (1,957) (-) (-) ., 1:..:) 

Contract :kronnvl-Gmnt 1/ 441 504 '183 "153 202 1,
(I' q (1,093) (1,212) (87') (5to)) (.1 )!uivalcnt) (1,230) 

Total Contribution 1,117 1,132 1,277 353 ,

(v;; ijuivalent) (2,773) (2,809) 
 (3,169) (.l73) (500) (JG,127)
 

The initial local capital costs of the project are etiuated at .,'i,O00
 

thousand (U.S. :;425 thousand) spread out over the first three years of the
 

project life as follows:
 

'13/ See T,'1ble G,,!'c 1 l2 
7T - ee Table CI, p)ail. .3; 
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TA'3LE NO. 8 LOCAL SHARE OF CAPITAL COSTS 

(US " Thousand) 

YEAMLS 

1 . 2 3 TYrA, 

i' fluildinvs 
(" ': Equivalent) 

54.0 
(134.0) 

58.0 
(44.0) 

74.6 
(185.0) 

180.0 
(,X2.o) 

!cc! Credit 
(I' Equivalent) 

6.8 
( 16.9) 

15.1 
( 37.4) 

25.1 
(62.4) 

'17. 0 
(116.7) 

!}ffiCI? EtoUimnt 
Fquivalent) 

4.8 
( 12.0) ( 

-
- ) ( 

-

- ) 
41.^ 

(12.0) 
O fiee 

(: 
"uildine 

n.!uivalent) 
16.1 

( 40.0) ( 
-
- ) C - ) 

16.1 
(40.0) 

Int .?rnal Transport Cost or V... Procurement 
(' ! reuivalent) 

47.6 
(118.0) 

44.7 
(111.0) 

36.8 
(141.0) 

149.2 
(370.0) 

T'YA0o iO A, CAPITPI, C1.3c ... .... 15C.33 403.7(!' - 1quivalent) (320.)) (202.4) (3C.,I) (1, 000.7) 

Of the total local contribution of ' ,1,007 thousant! (U:; ',.03 thousand) 
F 114C2 thousand will be fana oninvestmut ;uildings purchased with credit. 
The local capital and rcurreut costs by years is ,iven in Table No. 0. 

It iE proposed that the local capital and recurrent developaaent costs 
(see Table No. 1V) be ct partly by IFG contribution from its revenue funds 

!, .:,200,000 in each of the first three years - portly by user4; part of th, U.q. 
Al';ricultural sector Loan - also 1.;-S200,000 in each of the first three years 
pom'tly Uy . contribution over the first three years of 1 :f,(7,0ti, £ro; 
purticipath, far,:crs by ,ray of do'. pay-.ntb on 4,. l.u-t.lons, an(! 
partly by the (0iffere:ic- bt.etten the int(rrst ratcs, : ra(c ant', :..aturity pe'lix' s 
for th, credit given to the fammrs aw? the .eojcet's Ubliations•.Iiaiistry oC Fimuuce. to the !U;G(see Project Cash Floe: Projection in Table :o. .). 
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TAUI,' NO. -V.LOCAL 
 CAPITAL AND MC.1,1., COSTs i]Y !t;
 
(us Thousand) ( Thousand) 

1 2 34 
 3 cc'rAi. 

L.oal Cpital 129. 117.7 15(.5 -,,. -Cost (320.9) (292.4) (38,l.4)  - - (1,01.7) 
3 cal ',:urrent 85.7 102.7 103.7 104.0 105. ' 1,2. 3Cost (212.0) (254.9) ,257.4) 1( . 0) (2C 1'2) . 1 

TTA). 215.0 220.4 2G0.2 10M1. ,10J..;: " (,32,-3 51.) 
 (G'15. f"- (-wO.OD) ()(:..3 ::': ' 

Vic ostirmts for local recurrent costs covers the current cost of llari( t, 

per !ieo allowance, vehicles waintenance and petrol allowance (see Table ::.. .), 

'1 Assistzant J%,partLrC1tal Ieads, the Assistant !'xteusiou/Crcdit T uiai. 't4 i7, .:'
 

and V' T:xtrnsoon/'vv(!it fficers, together with the co:ts or 10 clcrlh,, t'-C
 

;uarNs vnl thc,office running costs and depreciation on 
the office ".u1il(:i.:
 

an! couip:( at. 
 The r"ash rlov. projection (Taale No. i-0) show; thi' projc,. t',
 

ctlrr(ut costt rin:,aini4; rougthly constant 
after the first year, i)ut ilk fact
 

the hi. 1 staff iaiinn:.. ratio . required in the early 
years of the projcct is 

unlit:ely to ix ;teedod after the seventh year. Consequatly, the proJvct'v 

current costs are litely to tail off unless the project is expanded.
 

Full details of the farmers recurrent costs arc given 
 in the application 

oy IG to 1::;AW. 'iiman incre:ucntal bamis, the total rises frot :::13 thousand 

0. ;32 thousa(I) in the first year to .107 thousand (1' :'fGP3 thousand) in th,-

WL.fth ycVar as( L;.iiilS I..Aistult ul w.vra;,e thcrt.aftt..!r. Tnhit., into Mt,.LAlt 

u::istii0 opcratio'-s, ':.Cluoil intc-t,'st, recurrent costs arc li!:ely to rise 

£rou 130 thousnat! () ... in;4(. thousand) year 1 to :,*39 thousand (F 11,399 
thousand) in year 5. 

UNCArIFIrD 
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The iorro:er rAll be the Irperial Fthiopian Coveriuxcit (IvPG) through
 

its Ministry o.C 'laance. loan funds will 
be inade available to the project
 

)y the rniitstry of DInance, and 
 the untire loan will 4e disbursed for pro

cureaent 
of .. 4. equipment and coAroditIes. The IthG vll retain the
 

obligation to service and repay the 
loan. In vier, of the uncertain long

term Ethiopiaii balance 
of payment outlook, the Lost favorable repaymcnt 

tems available are proposed: repayiicnt in no nore than forty (40) years 

after the first disburserent, includin a prce topLrtod tf not exceed
 

ten (10) yenrG; Interest payment of tUo porcrnt (2 ') per anauu 
 on the
 

outstanding I;alancc. of the 
loan during the .racc pc'lod, aud thUI'e percent 

( "' U11 wait- thU L~ LwaL LU '4ilLA ce al L L WIVVi.. 2.jiU L AU..uJ I Wkl ,ALAC V J)es*'106,
 

with all r.pay;.2ont in U.:;. dollars. 
 'o)th short- aad i :ediut-trn Ct-dit will
 

ix availafilc to Taniers at au annual charge of ten 
percent (10'.). The short

tet.. Cl'Ldit t.ill ,v ,1iven in kind, to be 
 repaid within one year (it the tiwe 

of harvest). Th, riedituu-term credit will be 1ranted-'ith ten percent 2ov.n (10-) 

and a .aturity (ifsix years, including a two ycor rrace pN.riod. The project 

rvill have to rcpa.y tU: U.'.:. IDvClopuent Loan to the h'G .'iAistry of rinaacc with the 

followvtnE.; tr n.s: l:ti-,rest at 5 percent, a five yar 1g'race period, and a tell 

year repoynent prx-iod. 

AttachEz.vnt : 
Table ? t: Project Cpsh Flow Projection 

UNCM,01S I,LID
 




