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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Ethiopia - AGa 'Agricultural Development Project -

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed $1,300,000
to the Imperial Ethiopian Government to assist in financing
the foreign exchange and local costs of fertiliser, farm nch:l.nery,
other production inputs, storage facilities and project vehicles
and other goods and services for use by the Ada Agricultural
Development Project organisation.

Please advise us as soon as possible but in no event
later than close of business on Friday, June 18, 1971, if you
have a basic policy issue arising out of this propou].. '

Rachel R. Agee
Secretary
Development Loan Committee

Attachments'
Sumpnary and Reco-endltim
Prdject Analysis
ANNEXES I-XV
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ETHIOPTA: ADA AGRICULTURAL DEVELOPMENT PROJECT  June 11, 1971
SUMMARY AND RECOMMENDATIONS

Borrower: Imperial Ethiopian Government (IEG)
[}

Amount of Ioan: $1,300,000%

Texrms:
A. Maturity: LOyears, including a 10-year grﬁce period

B. Interest: 2 percent per annum during the grace
- period; 3 percent thereafter

C. Currency: Interest and principal payable in U.8, doll:rs '
Financial Plan:

| Foreign Exchange

Costs Local Costs Total
AID Losn $ 660,000 $ - 640,000  $1,300,000
AID Grant 1,711,000 ‘ C e 1,711,000 '
IEG Contribution - 642,000 6h2,000 -
$2,371,000 $1,282,000 $3,653,

Descnption of the Project- The pro;]ect consists of’ the provision
of a comprehensive pa.ckage of goods and services to small
farmers in the Ada District of Ethiopia to increase the -
productivity of peasant agriculture. The project organization
will extend supervised short-term credit to participating .
farmers for the purchase of inputs including fertiliger, ' .
improved seed, pesticides and some machinery rental services.
The project organization will also provide roads, water -
shpplies and marketing services. The project is intended to'
reach 10,240 individual farms by the end of the tenth year,
covering a.pproximately 147,000 hectares.

# A1l dollar amounts in this fya’per are expressed in U.8, dollars

(Us$1.00 = Eth.$2.50) unless otherwiue stated
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6. Purpose of the loan: To fimance the foreign exchange costs and
a portion of the local costs of the project., The cost of
U.8. contract personnel for the project will be financed by
. an AID grant. '

7. Background of the Project: The Ada District was originally

. selected in early 1967 as one of three high-potential
agricul tural areas to be studied by a Stanford Research
Institute team using systems analysis methods. The SRI
report, submitted in April, 1088, suggested a highly
favorable rats of return to investmeat in an sgricul tural
development project in the Ada District. Subsequeatly
SRI prepared a wore detailed report, completed in early
1969, on a possible project for the Ada Distriot. The
IEG reviewed the reports during 1969 and in mid-1970
convened a working group to prepare a detailed proposal
for AID assistance in fimamcing the required techaical
assistance and commodity imputs. The IEG proposal was
forwarded to AID in October, 1970, R

8. Export-Import Bank Clearamce: Roceived om May 11, 1971.

49. Statutory Criteria: Satisfied, see Annex I.

10. OCountry Tesm Views: The CT strongly endorses this projoct.

‘11, Issues: None.

12. Recommendation: Authorization of a loan to the Imperial Ethiopianm
Goysrmment for an smount mot to exceed $1,300,000, subject
to the terms and conditions contaimed in the draft awthori-
zation attached as Ammex XV.
¢

}
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CAPITAL ASSISTANCE PAPER June 11, 1971
ETHIOPIA: ADA AGRICULTURAL DRVELOPMENT PROJECT

I. INTRODUCTION

A. Background

The Ethiopian economy is predominantly rural and agricultural.
Agricul ture accounts for about 60% of GNP, (as compared with the
African average, excluding South Africa, of 40%) and generates about
95% of total exports. Out of a total estimated population of 38
million, only 1.7 million 1live in cities; it is estimated that 87% of
Ethiopia's manpower is engaged directly in sgricultural production.
Modern manufacturing, vhich accounts for less than 4% of Ethiopia's
GNP, is heavily dependent on the processing of agricultural rav materials,

The Third Five Year Development Plan of the Imperial Ethiopian
Government accordingly stresses that the "foundation for the Ethiopian
economy is and must long remain sgriculture’; and further that the
"real and sustained development of Ethiopia is unthinkable /nthout
sound progress in the expension of agricultural cutput”. = The TFYP
emphasizes that this expansion of output must come about both through -
the encouragement of corporate and commercial agriculture and through
the modernization of peasant subsistence agriculture. The TFYP also
emphasizes that efforts lbould be !ocuod on certain areas or problems
through the use of the “package projoct spproach and specifically
identifies the Ada District near Debre Zeit as a possible uu for
an area package project.

The Ada Agricultural Development Project is du:lgnod to pro-
vide all the material and human inputs required to achieve a nmncmt
expansion of grain output in the Ada District, an area typical] of
Ethiopian highland peasant agriculture, (For the location of the Ada
District, see map at Annex IX.) The Ada District, located about 45
kilometers southeast of Addis Ababa, has long been famous for the
high qual:l.ty of its grain. Debre Zeit, the principal town in the Ada.
District, has developed rapidly in recent years and has seversl flour
mills; it is also the site of Haile Selassie I University's Agricultural
Experiment Station, The Ada District was selected in early 1967 as one
of three high-potential agricultural areas to be IMO’/U' e Btanford
Research Institute tesm using systems analysis methods. =  The study .
by SRI suggested that the rate ¢f return to investment in a package

7 1EG "Third Five Year Plan, (1008-1073). puo. 3 .
3/ BRI, "Systems Analysis Methods tor ltuoun Agriculture,” April, 1968,
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agricul tural development project in the Ada District would be highly
favorable. Based on these results SRI prepared a more detailed repor;
on the Ada District as part of the SRI Agro-Industrial Bector Survey.-/
The IEG reviewed both reports during early 1969. Subsequently, during
his visit to Washington in July, 1969, the Emperor requested that
President Nixon consider U.S. assistance in financing a project for the
Ada District. In mid-1970 the IEG formed a working group to prepare a
detailed proposal for AID assistance in financing the required technical
assistance and commodity inputs. The group included senior represen-
tatives of the Ministry of Agriculture, the Ministry of National Community
Development and Sccial Affairs and the Ministry of Land Reform and
Administration, as well as representatives of the Ethiopian Grain Board,
the Planning Commission and AID. The IEG forwarded the detailed
project proposal to AID in October, 1970, .

B. Relationship of Project to U.S8. Assistance Strategy

Steps are being taken to increase the effectiveness of U.S.
assigstance by adhering to a atrategy of concentration, The U,B.
assistance strategy for Ethiopia is basad on concentration on one
major sector - agriculture - and on two sub-sectors -~ higher education
and financial resources management. The Adu Agricul tural Development
Project falle within agriculture, the major 2ector of concentration,

The projoct is intended to incresse agricultural output by small farmeors
in an area typical of Ethiopian highland peasant ngriculture. Progress
‘in the modernization of traditional peasant sgricultm'e i essential

‘to the long-run agricul tural development of Ethiopie.

C. PBorrover and Executing Agency

The: Borrower is the [mpe:rial Ethiopian Government. The implo-

;otation of the project will be the responsibility of the Ada projeot
organization, operating under the aegis of the Ministry of Agriculture,.
The IEG Ministry of Finance will relend the proceeds of the foreign
exchange comrnonent of the AID loan to the project organization on the
original AID loan terms; the project organization will in turn make
short-ters credit available to participating farmers for purchase of
the inputs financed under the loan, ‘

3/ ERI, "A Dovelopment Program for the Ada District Based os & Socio-Economic
Burvey,” March, 1969 (Report No. 13 of the Agro-Industrial Sector Burvey.)

UNCLASSIFIED



'UNCLASBIFIED

-3-

The Ada project organizution will be established as a
semi-~-autonomous body by Ministerial Order of the Minister of
Agriculture. This organization will be charged with full responsi-
bility for receiving furdias, channeling these in accordance with
authorizsd plans, making periodic accounting of all monies, and
yeporting on economic benefits flowing from thé project,

D. Export-Import Bank Clearance

, .The Export-Import Bank Poard of Directors reviewed the
proposed loan on May 11, 1871, sand concluded that, in view of
the need for local cost financing and concessional terms, the project

was not appropriate for Export-Import Bank financing. '

IXI. TECHNICAL ANALYSIS

A. Project Description

The project consists of the provision of a comprehensive
"package" of goods and services to small farmers in the Ada District
to encourage the modernization of peasaat agriculture and substantially
increase agricultural output in the ares. Tho project is intended to
cover about 47,000 hectares of the estimatou 55,000 hectares in the
project area, or to reach about 80% of the estimated 12,300 farmors in
the Adn District. .

To accompliamh ite objectives the Ada Agricul twn'al Development
Project will establish ten multi~-purpose farm development centers.
(For a map of the Ada District and the proposed locations of the
centers, sbe Annex IIX.) The activities of these centers will involve
the following functions:

'(a) To provide production credit.
(b) To make available and distribute the necessary inputs

for improving production efficlency, such as good seed of improved

crop varieties, fertilizers, pesticides, and improved tools and equipment,
(c) To provide markKeting facilities,

(d) To provide intensive advisory services,

(e) To provide nachinery rental sorvicol for selected
farm operators.

UNRCLASIFIED
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(f) To establish a local credit organization to provide farmer
credit for the purchase of agricultural inputs.

(g) To develop, with appropriate support from agencies of the
Imperial Ethiopian Government, an orderly system for marketing farm products
and the purchase of farm supplies in the district. Marketing and credit wili
be tied together in the project organization to assure repayment of loans.

(h) To construct sources of, domestic water close to the peoples!
point of residence. This will involve both individual and group action.

(1) To construct penetration roads to provide access to the
development centers.

(J) To provide guidance in creating group organizations through
which collective action of farm operators may be channeled to progressively
improve the conditions of farm production and of commnity affairs.

(k) To develop s landlord-tenant lease agreement following the model
leases prepared by the Ministry of Land Reform and Administration and based
upon the draft legislation presented to Parliament in late 1970. See ANNEX XI
for Sample Lease Agreement.

The goods and services required for the project and the estimates of
project costs are listed in Annex IV. Detailed information regarding the
operation of the projects is found in ANNEX V, and a detailed listing of the
equipment to be provided is in ANNEX VI.

The impact of such projects--both in direct terms, e.g., mechanization,
and indirect long-run changes, e.g., in employment, labor displacement and land
tenure systems--are obviously unknown. For this reason it is intended that
sufficlent research and evaluation shall be undcriaken jointly by the IEG and
U.5. to develop information in these areas for use in designing future small
farmér "package'" projects in Ethiopia.

B, Technical Feasibility

1. Projéct Area

Communications to and in the project area are good. Debre Zeit
is situated on ¢he main highway from Addis Ababa which extends east and west
through the center of Ada District }/ Other unimproved dry weather roads and
tralls extend from Debre Zeit to other towns located within the District.
The Franco-Ethiopian railway runs through Debre Zeit from Addis Ababa and
connects with Dire Dawa and Djibouti. Agricultural production from Ada District
is generally marketed in the villages of the District and in Debre Zeit although

l/ The Ada District is a sub-division of Yerer and Ke}eyu Awraja, Shoa Province.
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some of the production is Iarketed directly in the Addis Ababa, Ther(
are central storage facilities in Dehre Zeit, but on-farm storage is
very limited. Most of the produce 18 sold immediately following harvest.

. There are essentially no organized credit facilities in
‘the area. A branch of the Commercial Bank of Kthiopia is located in
Debre Zeit, but the amount loaned to farmers in the area is extremely
limited. Moet loans sre obtained from money lenders, traders, rcla=-
tives or friends generally at very high interest rates. Very little
money is borrowed for productive purposes such as the purchase of
improved seed, fertilizer or chemicals. During the past three years
the FAO Freedom from Hunger Campaign has established a credit program
for small farmers for the purchase of fertilizer. The program has
been highly popular and successful, and has maintained a good repay-
ment record.

The project area is typical of the highland provinces of
Ethiopia in regards to population, land tenure and cropping systems,
Population density is high with considerable pressure on the cultivated
land, Most of the area is in cultivated crops with an extremely limited
area available for grazing and livestock production. About 70 percent
of the land 18 owned by absentee landlords and operated by tenants,
Rental shares are high, averaging about 40 percent and ranging up to
and in excess of 50 percent. Because of high population density there
is considerable competition among tenants for land, resulting in
‘bidding up of rents., The use of fertilizers and improved seed in tho
area has demonstrated that production can be greatly inoreased.

2, ExistiggﬁFarmiqgiPatterna

t

Farms in the Ada District are generally small, averaging .
4,6 hectares in crops per farm. These farms range in size from less
than two hectares to 40 hectares. Crops include teff, wheat, maize, -
barley, chickpeas, sorghum, bpoad beans, and lentils, with teff, wheat
and chickpeas occupying the llrgent sreas on faras,

Crop ylelds, as indiocated in Table 1, are low as co-pnrod
to U.8. ylolds, although they are above Ethiopian national averages:

UNCIASSIFIED
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Table 1: CROP YIELDS, ADA DISTRICT,. COMPARED
WITH 1960-68 U.85. AVERAGE YIELDS

a/ U.8. Yields .
Crop Qn./Hectare — Bushels/Acre Bushels/Acre
Teff 10 - -
Malze 18 23.9 65.1
Yheat 10 14,8 25.5
Barley 10 18.6 35.9
Sorghum 10 15.9 45,3
Chickpeas 9 - ' -

Present farm incomes are low., On the average farm with
4.6 hectares in crops, the gross farm income is Eth.$887, While there
is no way of determining actual farm production costs, these have been
estimated to be Eth.$623, leaving a net ferm income of Eth.$264 or
Eth,$57 per hectare (only U.S.$9.30 per acre). Cropping patterns
on the aversge farm are as follows: teff, 37%; chickpeas, 20%;
wheat, 17%; barley, 11%; broad beans, 7%; maize, 4%; sorghum, 2%;
and lentils, 2%.

The Ada District is noted for its cereal producticnm,
particularly the production of white teff known as "Ada Teff" or
“Magna'’. The acreage devoted to each crop fluctuates from year to
year depending on the need for the crop ifor family consumption. Farming
practices and methods of operation on the farms are essentially the same
as those found on oxen-powered farms throughout ithe peasant farming
sector, Plowing is done with the traditional wooden plow with a steel
point, Fields are plowed from two to ten time: depending on the crop;
teff, wheat and barley land is plowed frcm four to ten times before
seeding. All crops are seeded by the broadcast method. Weeding is
the most serious problem in the area, particularly with teff, wheat
and barley. Considerable labor is required for weeding which usually
is done during August and September. Crops are harvested by hand with
sickles “nd thrashed by aninal power.

The scarcity of grazing land 1limits the production of
livestock 1n the project area, Every farmer manages to keep a pair
or more of oxen, one or two dairy cows, one or two donkeys, and a
few sheep and gouts, Because - null livestock must be carefully herded
to prevent crop damage, most farmers consider livestock production

2/ One quintal equeis one hundred kilograss or about 320 pounds. Tem
quintals equal one metric ton. One hectare equals about 2.5 acres.
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uneconomical and keep a few head only because of necessity. Livestock are
not fed grain; the only feed aside from very limited grazing is straw and:
crop residue.

Cattle maenure is not used as fertilizer but rather as fuel because of
the scarcity of wood. Aside from a very small percentage of farmers in the pro-
Ject area who participate in the Food and Agriculture Organization's Freedom .
from Hunger Campaign, no fertilizers are msed. Because no crop residue is turned
under the soil erodes easily; erosion in the area is a serious problem. While
by far the major portion of the land is farmed with oxen and traditional implementa,
there are about 25 tractors presently in the Ada District some of which are used
for custom work. The tractors are used primarily fer plowing and hauling. _
Practically no farm implements aside from disc plows and trallers are found in
the area. '

3. Development Potential

. The application of a package of inputs (fertilizers, improved seed,
insecticides, etc), coupled with some longer tedh investments (fam machinery and
equipment and central grain storage) and the provision of an adequate extension
and credit service for the first time, will have a marked effect on productivity
and. output. Wheat and teff ylelds have been doubled in the FAO Freédom from Hunger -
Campaign fertilizer trials conducted in the Debre Zeit area in 1968/69. The use
of improved wheat and teff seed in the area has indicated that yields of these
crops can be greatly increased by using improved varieties. Improved varieties
have corsistently yield=d more and been more resistant to many diseases than the
indigenous verieties.

The project has been worked out on the basis of existing crops for which
there is adequate experience and information. Other possibly higher value crops '
will be tried on experimental basis to determine their adaptability and suitability
for the area. Crops such as chillies, vegetables and fruits for which there'is a
good local market (Addis Ababa to Nazareth) should be tried experimentally.  Howevex
only the traditional crops have been included in the project because too little is
known about other possible crops concerning yields and production costs.

While/the project proposal is based upon the best information and data
available, there is a paucity of reliasble information with regard to the probable
impact of the farm machinery component on the social and economic objectives of
the project. Therefore three types of farm equipment will be fully tested and
compared with oxen-powered implements at the initial two farm centers in order .
to evaluate the most suitable equipment and/or implements for the eight remaining
farm centers to be established by the project. ,
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4, Production Estimates

'

At the outset emphasis will be put on the staple crops
now grown in the area, viz: teff, wheat, mairze, barley, sorghum,
chickpeas, broad beans and lentils. It is anticipated that these
crops will be grown in the future in approximately the same propor- A
tions as at present. o

On the basis of the FAO fertilizer trials, and expected
increases in output due to the application of improved seeds and
recommonded practices, the IEG Ministry of Agriculture has assumed the
following ylelds for each crop:

Table 2: ASSUMED YIELDS (QUINTALS PER HECTARE)
Crop Present Vith Improved ¥vith Improved

Yield ' Practices Omly " Practices
' , Plus
Mechanization
Teff 10 17 20
Wheat 10 22 25
Maize 18 36 33
Barley 10 20 22
Sorghum 10 20 22
Chickpens 9 13 14
Eroad Beans 8 12 13
lentils 4 8 8.5

The weighted average ylelds in guintals per hectare for
the entire project area for the 10 years of the projoct, and the number
of hectares brought into the project, are shown in Annex VII A,

. On the above assunptions regarding the yields and the
number of hectares involved (Annex VII) the pattern of output for the
entire 58,880 hectares in the project area is shown in Annex VIT B,

A rise in productivity of 1.5 percent psr year without the projoct
has been allowed, because even if there were no project some adoption
of improved seeds and other improved practices could be expected.
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C. Organization and Management

1. Policy and Coordination

A pattern of organizution and adliniutrntlon for package
projects has been developing in Ethiopia which ‘it 18 proposed to follow’
in general form, but with a departure with regard to the procurement
and distribution of agricul tural machinery, fertilizers, insecticides,
improved seeds, etc. Tbe overall organization and mansgement pattern
i8 hased on the experience of Chilalo Agricultural Development Unit
(CALU), which Has been operating three years and is financed by the
Swedish Government, the Wolamo Agricultural Development Unit (WADU),
financed by the World Bank, and the Shashemene Agricultural Development
project, finaaced by AID. Other package projects will also roughly
follow this pattern, ‘ )

As in the case of the Chilalo, Wolamo and Shashemene
projects, an interministerial committee will be formed to provide
general control, coordination and evaluation of_ the functions and
progress of the project. The committee will consist of the Ministers
of ‘Agriculture (Chairman), Finance, Land Reform, and Community
Development, and the Minister of State for Planning,

2. Project Organizatldn

Budgetary provision for the contract staff has been made
for a period of five years. However, the IEG and AID agree that the .
transition from the U.S. to the Ethiopian staff should take place as
soon as practicable within the five-year period. It is anticipated
. that the day to day management of the project will be in the hands of
the U.8. project director initially, supported by the Ethiopian
deputy director. The project director: will be responsible to the
‘Interminigterial Committee for all policy matters and will report
directly fo the head of the Extension and Developmental Project
Implementation Division of the Ilniatry of Agrtcultumo.

The project diroctor will be alotatod by the heads ot
the following five divisions: Soils and Crops; Extension Credit;
_Finance and Accounting; Supply and l-rkotingz and Engineering. Each
local center will be headed by a Purchasing and Sales Agent, and will:
be made up of three department: - Purchasing and Sales, Extensior
Credit, and Machinery, (S8ee tie organization chart at Annex X.)-

11 {CLASSIFIED
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. The Extension Cradit Division will advise on
creditworthiness, recommend the appropriate level of credit needed

by participating farmers, and will have the main responsibility for
helping farmers in the preparetion of farm plans, Credit for produc-
tion inputs will be provided to the participating farmers only on '
the recommendation of the Extemnsion Credit Department. The loan
supervisor will provide general extension advice to the participating
farmers. The detailed farm plans upon which the Extension Credit
Departmeat will base its loan recommendations will vary in scope and
complexity, depending on the size and nature of the farm, the market
potential for particular crops, and the education, training and
experience of the farmer. However, the farm plan will consist of a
detailed farm budget showing costs and returns for at least one crop

year and the cropping pnttern to be followed during the production
year,

The Finance and Accounting Division will handle the
‘project accounts and operate the project's bank account on behalf
of the project director. All revenues received on bhehalf of the
project will be paid into this account and all expenditures incurred
on pehalf of the project will be paid out of this accouni.

The Supply and Marketing Division will supervise the
operations of the grain storage and seed cleaning facilities of the
local centers. The ten centers will provids community-level storage
and collection points and assist the traditional agricultural producers
of the area in obtaining honest pricing snd accurate weighing for the .
products that they market. The storage facilities at each of the
centers will provide an opportunity to demonstrate the advantage
that can be obtained through programmed marketing; i.e.,, taking advan-
tage of the price increases that normally take place with the passage
of time after harvest. This division will also provide to each of the
ten local centers comprehensive marketing information on a continuing
basis for all the agricultural products produced in the area. In
addition, fhe division will disseminate general information that may
affect marketing activities, i1.e., transportation, weather, etc.

The Engineering Division will be directed by an oxpatriate
agricultural engineer. In addition to providing technical services in
the general field of agricultural engineering, the division will also
make available to the project a water development engineer and a highway
engineer., The latter two will be Ethiopian and will cooperate with'
those agencies of the IEG that are concermed with these developments.
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The Soils and Crops Division will utilise the services of
crop production specialists to present crop demonstrations, conduct
soil testing and fertility analysis, anslyse and project orop yields
and conduct land use and soil conservation studies,

D. Technical Assistance

1. U.,8. Oontract Team

The establisbwent of a project organization to handle the
proposed volume of intensively supervised credit and the training of a
full staff of Ethiopian supervised credit officers will require a
substantial tscinical assistance input. The technical assistance will
be provided under an IEG contruct with a U.S. firm and will be funded
over Zive years by an AID grant estimated at $1.7 million.

U.8. contract personnel will include the Project Director
and the heeds of four divisions as Zollows:

1. Supply and Marketing Specialist (Chief of Division)
2, Credit Bupervisor Specialist (Chief of Division)

3. BSoile and Crops spoéliau-t (Chief of Division)

4. Agricultural Engineer (Chief of Division)

In addition, one man year of consulting services will be

provided. This will allow flexibility in obtaining the needed technical .
services, For detailed information, see Annex V.

2. Ethiopian Project Staff

By year ten the project will employ 183 Ethiopians,

including 32 professionals. Ethiopian persomnel to work with U.8. .
technicians, and to assume as soon as practicable the management and
operation of the project, will be recruited from within the Ministry

of Agriculture, the College of Agriculture, and from other IEG and
private agencies. Duriag the period 1951 to 1969, a total of 137
Ethiopians were traine/ in the’U.S. in the aress of crop and livestock
production, agriculturil education, extension and research, land and
water resources, agricrltural economicn, agricultural co-ops, marketing

UNCLASSIFI ED



-12-

and processing. During the same period, A.I.D. sponsored training programs in
sgriculture for another 101 Ethiopians in third countries. Of the 32 professional
positions to be filled by the fourth year of the project, only six will necessarily
require college level training in agriculture. Therefore it is anticipated that
the manpower requirements for the project will be satisfied,

3. Research

The Ade Agricultural Development Project proposal has been' developed
on the basis of existing crops for which there is sufficient information. Whereas
agronomic research is not, per se, a direct component of this project, the project
officials will cooperate with the Debre Zeit Agricultural Research Station,
Institute of Agricultural Research, the Ministry of Agriculture and the IEG Awassa
farm. . The project agriculturalists will work closely with the Agricultural
Research Station at Debre Zeit, which operates under the aegis of the College
of Agriculture, Haile Selassie I University.

Further, an agonomist will be provided by A.I.D. and assigned to
the Tnstitute of Agricultural Research., He will work.initially in the Shashemene
area and will later expand his research activities to the Ada Agricultural
Development Project.

4L, Evsluation

The IEG Ministry of Agriculture and A.I.D. have developed a system
for continual evalustion of the project, based on the evaluation guidelines for
non-capital projects recently established by A.I.D. Detalled baseline data has
been collected recently by the Central Statistical Office from five percent of
the households in the Ada District. It is anticipated that annual evaluations
will be directed by a U.S. consultant working in cooperation with the Ministry
of Agriculture. Additional information regarding project evaluation is provided
on Page 12 of Annex V.

E. Technical Soundness

The Ade Development Project proposal has been developed on the basis
of a series of technical studies by the Stanford Research Institute, as well
as appropriate agencies of the Ethiopian Government including the Ministries
of Agriculture, National Community Development, and Land Reform ard Administra-
tion. The cost estimates can be considered reasonably accurate, and the
agronomic and engineering plans and specifications meet the requirements of
Section 611(a) of the Foreign Assistance Act of 1961, as amended.

III. ECONOMIC ANALYSIS

A. Market Prospects

1. The Market for Grains and Pulses in Ethiopia

Grains and pulses are the dominant foods in the Ethiopian diet.
Teff, wheat, maize, barley and sorghum provide fram one-half to
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three-fourths of the caloric intake in Ethiopia, while pulses, notably
chickpeas, dried green field peas, 'horse beans and hericct beans,
account for about seven'percfyt of the caloric intako.-nd provide an
important source of protein.=/ The demand for food in Ethiopia over
the past 20 years has grown more rapidly than supply, with the result
that the grain exports of the 1940's and 1950's ‘have been replaced by
some grain imports although exports of pulses have increased in response
to the very favorable world market situation. With the antioipated
acceleration of the general population growth rate and more particu-
larly of the growth rate of the 'market-dependent population,” (1.e.,
those who do not grow their own food supplies), the demand for food
will grow even more rapidly in the future. This led the SRI team to
conclude the following with respect to grains and pulses:

The likelihood of Ethiopia returning to its
former position as a grain exporter is slight -
in the immediate future. In fact, unless very
major and concerted effort is made to increase
supplies, Ethiopia will become even more
dependent on grain imports to meet its domestic
needs. , . ,

The situation for pulses is more favorable, but is
no less urgent. Pulse exports have more than
doubled over the past 20 years, but with domestic
demand probably growing even faster than that for
graing as a group, a major and concerted effort
will be needed to increase pulse supplies stt

to maintain the present level of exports, < .

The agricultural marketing outlook for the increased
production of grain and pulses generated by the Ada Agricultural
Dovelopment Project thus appears highly favorable. As suggested above,
1t should remain favorable due to the following factors:

(1) The population growth rate in Ethiopia is
relatively high:

(2) The growth rate of the market-dependent population
is high; and.

(3) The coefficients for income elasticity of demand for
grains and pulses are high.

1/ Alan R, Thodey: "Marketing of Grains and Pulses in Ethi "
'-711‘491101'tn 0. le.yp. 1 e : opis,” SRI
3/ Thodey, op. cit., p. &.
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2, Price Aesumptions'

The table below summarirzes the price assumptions on
which the project economic analysis is based and compares the m'ojoctad

prices with actual Debre Zeit pri.cel over the period October 1969 to
!!omber 1970

Table 3 PROJECTED AND ACTUAL PRICES FOR PROJECT OUTPUT
(Ethiopian Dollars per Quintal)

Padasted oot 5D - Hove 1970 ¥
: : Low High
Teff (White) 25 40 ' 55
(Red) 23 27 47
Wheat 20 235 38
Maize 12 13 29
Barley 14 14 28
Sorghum 18 14 -
Chickpeas 17 20 -
Broad Beans 14 18 ' -
lentils 24 28 -

As can be seen from the above table, the price projections:
are quite conservativuy relative to prevailing prices, particularly in
view of the fact that project storage facilities should enable farmers
to hold grain off the market while it is selling at the harvest-time
lows. With respect to teff, wheat, maize, and barley, the crops which
will account for the bulk of the imcreased output and farm returns,
the projected prices are all below the 1968/70 low and are about half
of the 1969/70 high. Thus even if existing and planned agricultural
projects result eventually in a substantial decline in average grain
prices, it is unlikely that average prices will drop below the prices
projected for project output.

It should also be noted that the Ada District enjoys
several distinct marketing advantages, including its proximity to
Addis Ababa, the existence of both traditional traders and large
purchasing organizations in the project area, and the existence of
large flour mills in Debre Zeit,

3/ Debre Zeit price series for sorghum, chickpess, broad besas and lentils .
are not available; March 31 prices have been taken as the low since -
prices are typically lowest in February and March atter all crops
have been harvested. “



B. Parm Returns

Farm returns without the project, with the project involving
only the application of fertilizers, chemicals, and improved practices,
and with the project involving the application of fertilizers, chemicals,
improved practices, and custom hire mechamiszation, are shown in Annex VIIIAA,

Total output, value of production, cost of production and net
return without the project are shown in Annex VIII B, Total output,
value of production, cost of productiom, and met returns with the project,
weighted in accordance with the assumptions given in Annex VII A are
shown in Amnex VIII C.

C. Benefit - Cost Analysis

The benefit to the Ethiopian economy derived from devoting:
resources to the Ada project comprises the added output made possible
by the pr'o._ject. net of the added costs required to produce that output

1. Benefits

The added or incremental output valued at the farmgate
prices assumed in Annex VIIIA may be derived by comparing "without .
project” production to the "with project" production and gross
revenuves. The "without project” and "with project” production
figures are presented in Annex VIII B and Amnex VIIJC; the corres-
ponding gross revenue figures and the incremental gross rovenues are
shown in columns 1, 2 and 3 of Amnex IX.

2. Costs

The incremental costs include all investment costs and
U.8, contract services costs given in Annex IV, as well as project
recurrent costs and incremental farm recurrent costs. Investment
costs and project recurrent costs are shown in coluuns 4 and 3 of
Annex IX. Incremental farm costs derived are the difference
between "without project" farm current costs and "with project" farm
current costs. The farm current cost figures are shown in coluans
6, 7 and 8 of Annex IX.
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3. Benefit - Cost Ratio and Internal Rate of Return

The incremental revenwes and incremental cost streams
over the project life of 25 years have beem discounted at rates of
and 164. The benefit-cost ratio st 8% 1s 123; and at 164
0.93. The internal r ate of return of the project is 15.7 percent,

Annex JIX shows the details of the benefit-cost analysis,

D. Other Benefits

In addition to increasing agricultural output and net
revenues, the project will yield henefits to the Ethiopian economy
in the form of increased government revenuss and foreign exchange
earnings, Govermment revenues from the agricultural income tax
should increase substantially, since the projected increase in net
fara incomes is 87 nercent. No attempt has been made to calculate
the probable increase in govermment revenues, however, Although the
project has not been designed specifically for export, there is a
good possibility that a significant percentage of the pulses produced
in the project srea will be exported. The Ministry of Agriculture
is presently considering establishment of a joint export marketing
organization for pulses produced under the Ada, Shashemens and CADU
projects.

: The project should also benefit project farmers by enabling
themt to take advantage of ceasonal price swings and providing them
with honest weighing and buying. Based on studies by CAIU, it is
estimated that the marketing services of the Ada project organization
will increase the average price paid to the farmer by about Eth.$3-4
per quintal for cereals and pulses, Of this increase more than half
would be due to honest weighing, while the remaining amount would be
due to lower margins and the advantages of storage, 8ince these gains
represent a2 redistribution of income from middlemen to farmers rather
than increases in output, they have not been included in the benefit-
cost analysis,

The project is not expected to have a significant impact om
employment in the project area. The modest amount of mechanization
will reduce the time required.for plowing ax threshing but will not
affect the amount of labor required for weeding and orop ocutting.
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IV, FINANCIAL ANALYSIS

A. Financial Requirements

At this time farm equipment for only two farm centers is being
requested. The remainder of the farm equipment investment will be determined
by evaluations which will ascertain the type of farm equipment most

desirable for reaching the total project's objectives. It is anticipated
- the IEG will request additional financing to provide farm equipment for
the remainder of the project centers.. The following capital costs arei:
estimated for the proposed project (U,S.$000):

 Foreign Exchange Costs Local Costs. Total

Machinery & Equipment 177.3 - 177.3
Fertilizer 153.5 - 153.5
Grain Storage 2h1.8 - 241.8
Water Development 564, 0° 564.0
Road Construction 468.2 468.2
Vehicles 2.7 .- R.7
Office & Buildings ' 157.2 157.2
Office Funiture & Equipment 22.1 22,1
Local Transport ' 53.1 .53.1
U.S5. Persomel Services 1,520.0 - 1,520.0

Participant Training, etc. 191..0 L. . 2(12.;!
Total 2,376.3 1,276.3 3,652.6
For a detailed breakdown of total project costs by years including
recurrent costs, see Annex IV. For a detailed breakdown of equipment and
fertilizer requirements by years, see Annex VI. The planning figures used
in these Annexes are based on the estimate that.approximately $224,000, will

be needed for additional farm equipment and other foreign exchange costs
not being financed at this time,

B. TFinancial Plan

It is estimated that the total capital requirements for the
proposed project will be as follows (U.S. £000)

Foreign Exchange Costs Local Costs Total Costs

AID Loan $ 660,000 $ 640,000 $1,300,000
AID Grant 1,711,000 - 1,711,000
IEG Contribution - : 642,000 642,000

Total $2,371,000 $1,282,000 -~ $3,653,000

UNCLASSTFTED



UNCLASSIFIED

-18-

The proposed $1,300,000- loan would cover all foreign exchange
costs and fifty percent of the local costs of the project. The costs of
U.S. personnel services and participant training would be covered by an
AID grant. It is proposed that the loan be extended on 40-year terms,
including a 10-year grace period, and bear interest at 2 percent during .
the grace period and 3 percent thereafter.

C. IEG Ability to Provide Local Cost Financing

The IEG would be responsible for financing fifty percent of
project capital costs and dl project recurrent costs. IEG local cost
financing required over the first five years of the project is as
follows (U.S. $000):

Table 4: 1EG SHARE OF LOCAL CAPITAL & RECURRENT COSTS
Year
1 2 3 4 5 Total
IEG Capital Costs 280, 65 71 70 154 642
IEG Recurrent Costs 116 149 280 341 360 1,246
Total 396 214 351 411 = 514 1,888

The IEG contribution would thus total about $2.0 million for the
fir'st five years of the project and would average $400,000 per year. Given
the relatively small budgetary outlays required, and the .fact that a )
portion of the $2.0 million IEG contribution will be provided from the
proceeds of the AID Agricultural Sector Loan, the IEG should have no
difficulty in meeting its share of the local cost financing iequirementq
of the project. The first-year contribution of $396,0G0 compares with -
budgeted FY 1971 IEG capital expenditures of $53 million and FY 1971
agricultural sector capital expenditures of $10 million. The IEG has :
made provision for its contribution to the project in the FY 1972 budget.

As, a condition precedent to disbursements urder the loan, AID

will require that the IEG provide assurances that its local cost
contribution will be made available on a timely'basis.
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Y. Repayment Prospects

The IEG's outstanding foreign debt (ineluding private loans
guaranteed by IEG financlal institutions).increased to US $182 million’
by the end of FY 1970 or about 11 percent of estimated GDP for that
year. It was distributed by creditors as follews:

OUTSTANDING IEG EXTERNAL DEBT, JUNE 30, 1970

U.S. $
(Millions)

TBRD/ IDA 66.6
United States 62.0
Italy 21.7
USSR 13.6
Netherlands 5.0
Yugoslavia L. L
West Germany 3.9
Czechoslovakia 2.6
Sweden 2i1
United Kingdom ' 0.1
Total 102.0

It may be noted that loans to the IEG from the U.S. and IBRD/IDA comprise
epproximately 70 percent of the total external debt outstanding.

According to the September 1970 IBRD report on the Ethiopian
economy, 65 percent of Ethiopia's external borrowlng has been on conces-
sional terms and 35 percent on conventional terms. The average lending’
terms have afforded a maturity Eeriod of 24.7 years, a grace period of 5.k
years, and an interest rate of 4.4 percent. Due to the rather dim prospec-
tive , for Ethiopia's balance of payments position over the
next 10 tq 15 years, the recommendation of the report was that Ethiopia
seek ald on more concessionary terms. Thus, A.I.D. congessional term lending
(i.e., 40 years maturity, 10 years grace, and 2 percent interest during the
grace period and 3 percent thereafter) would appear fully justifiéd.

The IBRD report projects an increase in Ethiopia's exports at an
annual rate of 5 percent, but.it is doubtful that the Ethiopian economy
will achieve even this modest goal unless considerably more investment in
export-oriented activities takes place. Plans for increasing the quantity
and quality of exported coffee will probably just compensate for the future
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decline in world market coffee prices. This means that export growth must
be achieved through the repid expsnsion of non-coffee traditional exports
(assumed by the IBRD to increase at 9 percent a year) and through the
introduction of new export commodities.  Pressures on imports--particularly
on imports of capital goods and intermediate goods for industry--are
anticipated, and total imports are projected to increase at an annual

rate of more then 10 percent over the next 5 years, thus creating an
increasing trade deficit. Ethiopia will require a rising net capital
inflow to offset these trends. ‘ '

External debt servicing outlays (principal and interest) during

the past five years end projected through 1978 are shown on the next page

in relation to actual and projected export earnings. In the projections,
two separate assumptions sbout export growth are made--one based on the
IBRD assumed growth rate of 5 percent per annum and one based on the
empirically observed average annual growth rate of 2.5 percent over the"
past 5 years. Under the first assumption, the debt service ratio (ratio .
of debt service to exports of goods and services) will increase from 12.6 .
percent in 1970 to only 12.8 percent in 1978. Under the second agsumption,
the debt service ratio will increase from 12.6 percent in 1970 to 15.5
pegcent in 1978. '

Ethiopia should be able to handle debt service payments of the
range projected, however, these payments con:ctitute only the beginning
of a heavy burden. It is difficult to predict vhat Ethiopla's debt service
burden will be in the 1980s--particularly because assuniptions about the '
level of new debt contractions and terms of lending, as well as about .
export performance, are crucial--but it willl certainly continue to grow.
The IBRD report projects a debt service ratio of approximetely 15 percent
- in the mid-1980s; however, their expectations regarding export performances
are now considered overly optimistic. A more realistic estimate of the
debt service ratio in 1985 would be in the range of 19-20 percent. In
any case, Ethiopian development will be highly dependent on external
capital and know-how for the foreseeable future. The IEG will need to
obtain futbire loans on as favorable terms as possible if the debt service
burden is not to become intolerasble before domestic savings and capital =
investment, supplemented by foreign private direct investment, are sufficient
to permit en acceptable rate of economic growth.
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Debt Service
Principal and
Yeax Interest
1965 24.6
1966 29.0
1967 36.9
1968 45.3
1969 >1l.9
1970 58.4
Debt Service

Principal and
Interest b/

1971 65
1972 68
1973 68
1974 70
1975 75
1976 80
1977 83
1978 88

Actual
Exports of
Goods and
Services

Lo3
LoB
38l

Projection
Exports of goods
and Services ¢/

A B
76 487
487 512
500 537
513 564
525 592
538 622
552 653
566 686

UNCLASSIFIED

‘Ratio of debt

Services to Exports
of Goods and Services

Ratio 6f Debt
Services to Exports
of Goods and Services

A B

13.6 13.3
13.9 13.2
13.6 12.7
13.6 12.4
14.3 12.7
14,9 12.9
15.0 12.7
15.5 12.8

_/ Prelimingry final figure. It should be noted that this figure is about
Eth. $20 million less than the estimate included in the IBRD report

of September 1970.

b/ A.I.D. estimates of total new borrowing each year:

FY 71 Usi
"FY 72 US

35 million
35 million

FY 73 US $40 million
FY 74 US $40 million,.

FY 75 US $40 million
FY 76 US $40 million
FY 77 US $40 million

FY 78 US $40 million -

¢/ Column A assumes an annual growth of 2.5 percent in exports of goods
* and services, based on the empirically observed export performance :
1965-70. Column B assumes an annual growth of 5 percent in accordance

with IBRD estimates.
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E. Other Sources of Assistance

Ethiopia has been successful ia mobilizing loan assistance
from a variety of sources., Major Free World aid donors othor than
the U.5. and tho World Bank instituticns include France, Germany,
Italy, Swedsn and the U.K. The bulk of the external financing for
agricultursl projects thus far has come from the World Bank group,
and includes IFC investments of $12.1 million in cotton and sugar as
well as $6.6 million in IDA credits for the agriculture projects at
Wolamo and Humera, | The other major donmor inm the agri-
cultural sector is Sweden, which is financing the Chilalo agricul tural
package proJoct. Ethiopia also receives techmical assistance for
agricul ture from the U.K., France, Taiwan, the U,N. organizations
and Yugoslavia,

The Ada project was' developed on the basis of the findinge .
of the two-year AID-financed Stanford Resesarch Institute study of the
agriculture sector. In view of the commitments of othor donors to
other agricultural gprojects and AID's long involvement with the Ada
project, other donors are not interested in participating at thims point.

V. EFFECT ON U.S. ECONOMY, BALANCE OF PAYMENTS AND ON PRIVATE anl’l.!ﬂl .

A. Effect on U.8. Economy and nalanco of Paymonts

The foreign sxchange colponont of the loan will finance the
procuremant of vehicles from the U.S8, and of other services from Ethlopia and’
Code 941 countries; i.e., from the U,.S8. and «ligible lower income
countries. The major items to be financed other than vehicles are
agricul tural machinery, fertilizer, and grain storage facilities,
including seed cleaning and grain handling equipment. To the extent
that these items are procured+n the U.5. there will be a favorable:
effect on the U.8., economy and no unfavorable impact on the U.8. balance
of paymonts.


http:procured.an
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B. Effect on Private Enterprise

1
The project will benefit private enterprise in Code 941
countries by providing an opportunity to provide the offshore goods
and services needed for the project. The project will benefit
Bthiopian privete enterprise by giving Ethiopian suppliers and
contractors an opportunity to provide local goods and services and

by assisting private Ethiopian farmers to increase their productivity .
end output.

VI. EFFECT OF THE PROJECT ON THE ENVIRONMENT

There is e possibility that the introduction of mechanized land
preparation could excerbate the problem of erosion in the project area.
In order to minimize this possibility the project organization will
teach tractor operators proper plowing methods designed to enhance
scll conservation. The project organization will also investigate
the possible uses of the project motor .graders in constructing
drainage works.

VII. IMPLEMENTATION

According to present plans the project organization will begin by
establishing the Debre Zeit headquarters and two of the ten local
‘development centers., Each of these two initial centers would be equipped
with three lines of equipment based on 45 horsepower, 10 horsepower
and 25 horsepower tractors. The three types of equipment will be
fully tested and evaluated to confirm their suitability for the project.
Following evaluetions to determine the need for or optimum machinery
mix, it is expected that the IEG may request approximately $224,000
to proceed ‘with procurement of equipment items and would establish
two centers in year two and three centers each in years four and five.
Assuming duthorization of the proposed loan in May 1971 and ratification
by the IEG Parliament in June or July 1971 the implementation schedule .
for the project is as follows (dates in parenthesis indicate implications
for schedule if authorization and ratification is delayed):.
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loan authorization

loan Agreement executed

Loan ratified by Parliement

Personnel contractor selected

Issuance of IFB for first
tranche equipment procurement

Project Director in Ethiopia

All U.8. technicisns in Ethiopia

Evaluation of first year operations

Issuance of second tranche IFB

Evaluation of second yeer
operations ,

1ssuance of third tranche IFB

‘Evaluation of third year operations

Issuance of fourth tranche IFB
Terminal date for disbursements

May,1971
June, 1971
July, 1971
October, 19871

August, 1971
November, 1971
January, 1972
January, 1973

February, 1973
January, 1974

Yebruary, 1974
January, 1978

February, 1978 -
December, 1978 .

~ (July, 1971)
(August, 1871)

(March, 1972)
(May, 1972)°

(May, 1872) ,
(June, 1972)
(August, 1972)
(Janvary, 1974)
(rebruary, 1974)

(January, 1975)
(rebrusry, 1978)
(January, 1976)
(Feberuary, 1976)

- (December, 1576)
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CHECKLIST OF STATUTORY CRITERIA

DEVELOPMENT LOAN FUND

Many of the questions require only yes or no answers. Others, however,
must be answered more fully., In those cases, a specific reference to
explicit discussion of the matter in the loan paper will suffice, But
"where the loan paper does not deal explicitly with s matter that clearly
requires more thun a yes or no response, sufficieut response must be
made to indicate that the matter has been appropriately considered.

'n{e following abbreviations are used in the checklist:

FAA - Foreign Assistance Act of 1961 as amended, :I.ucorporat:l.ug unndmntl
effected by the Foreign Assistance Act of 1968,

App. - Foreign Assistance and Related Agencies Anproprht!.ons Act, 1969,

Space for answers 1s provided 1n the margin to the right of each question.
This form must be made a part of the Capttnl Assistance Plpor.

I. COUNTRY PERFORMANCE

A. . Progress Towards Country Goals

1. FAA 88201(b)(5), 201 (b)(7),
201 (b)(8), 208, Discuss the extent
to which the country is:

The Third FPive-Year Plan (1968

(a) Making appropriate efforts
to increase food production
and improve means for food
gstorage and distribution,

(b) Creating a favorable climate

for foreign and domestic private

enterprise and investment,

1973) puts major stress on in-
creased food production and
improved marketing of agri-
cultural products, and allocates
a considerably higher level of
proje cted expenditures for
sgriculture than in the. past,

Ethiopia provides tax holidayl
and duty-free entry privileges
to foreigners investing in
needed development projacts.
The govemnmsn. plans to establis
a trade and investment center
to assist businessmen and to
improve further the Investment
Proclamation,

1%



(c) Increasing the people's
role in the developmental
process,

(d) Allocating expenditures
to development rather than
to unnecessary military purposes

or intervention in other free '

countries' affairs,

. (e) willing to contribute
- funds to the project or
" program,

() Making economic, social,
and political reforms such as
.tax collection improvements an(
changes in land tenure -
arrangement; and making progress
toward respect for the rule of
law, freedom of expressiof and
- of the press, and recognizing
the importance of individual
freedom, initiative, and

. private enterprise,

“Villagers in certain parts of

Ethiopia are building schools, '
water systems and farm-to-market
roads and are modernizing farmé
with the help of U.8.,, Sweden,
etal, This is on & modest

scale so far but is an
appreciable start,

S8ee I, D, 2 below

The IEG is contributing’ $1.2
million to the project. See
Section IV of the Capital
Assistence Paper.

"“The traditional monarchial

system in Ethiopia is gradually -

broadening, The IEG 1s allowing

greater freedom of expression,
although the press 1s still
largely government-controlled,
There is a 12-year old Parliament
with some, if limited, effective
powvers, Entrepreneurs operat9
fairly freely, and trade unions
are beginning to have an A
independent voice. The govern- -°
ment 1s seeking Westorn advick
in legal matters, taxation, %
finance, private enterprise,
and information services. The
Ministry of Land Reform and :
Administration has conducted =
land tenure surveye and prepared
land reform legislation which'
is presently under consideration
by the Parliament and may be _
promulgated this year,



(g) Responding to the vital
economic, political, and
soclal concerns of its
people, and demonstrating

a clear determination o
take effective self-help
measures,

Relations with the United States

1, FAA 8620(c). 1Is the .government
indebted to any U, S, citizen for
goods or services furnished or
ordered where: (a) such citizen
has exhausted available legal
remedies, including arbitration,
or (b) the debt is not denied

or contested by the government,
or (c) the indebtedness arises -
under such government's, or a
predecessor's unconditional
guarantee?

2. FAA B620(d). 1If the loan is
intended for construction or
operation of any p »ductive
enterprise that wiil compete with
U.S. enterprise, has the country
agreed that it will establisgh

‘appropriate procedures to prevent

export to the U.S, of more than
20% of its enterprise's annual
production during the 1ife of the
loan?

3., TAA 6620 (e)(1l). Has the
coﬁntry's government, or any agency
or subdivision thereof, (a) nationalized
or expropriated property owned by

U.S. citizens or by any business

entity not less than 50% beneficially
owned by U.S. citizensg, (b) taken

steps to repudiate or mullify

‘existing contracts or agreements .

with such citizens or entity, or’
(c) imposes or enforced discriminatory

The IEG has strengthened its

‘commitment to development in

recent years, and has shown
a new willingness to take
meaningful self-help

‘'measures in order to carry

out the Third Five-Year Plan
(1968-1973).

No such indebtedness » Imown

- to exist, .

Not applicable,

No, to first question.. Second

question not applicable.

taxes or other exactinns, or restrictive

maintenance or operaiion conditions?

If so, and more than 3;ix months has
elapsed since such o(surrence, ideatity
the document indicat: g that the

A



3. FAA 8620(e)(1). (continued)

government, or appropriate agency
or subdivision thereof, has taken
appropriate steps to discharge its
obligations under international law
toward such citizen or entity? If
less than six months has elapsed,
what steps if any has it taken to
discharge its obligations?

4, FAA 8620(j). Has the country
permitted, or failed to take adequate
measures to prevent, the damage or
destruction by mob action of U.S.
property, and failed to take
appropriante measures to prevent

a recurrence and to provide

adequate compensation for such

damage or destruction?

5.. FAA B620(1). Has the government
instituted an investment guaranty
program under FAA B221(b) (1) for the
specific risks of inconvertibhilty
and expropriation or confiscation?

6, FAA B620 (o). Fisherman's
Protective Act of 1954, as amended,
Section 5, Has the country seized,
or Imposed any penalty or sanction
agalnst, any U,S. fishing vessel

on account of its fishing activities
in international waters? If, as a
regult of a seizure, the U,S,G. has
made reimbursement under the pro=
vigions of the Fisherman's Protective’
Act and such amount has not been

paid in full by the seizing country,
identify the documentation which
describes how the withhclding of
assistance under the FAA has been or
will be accomplishqp.~

¢

7. FAA 8620(q). Hs3 the country been
in default, during ¢ period in excess
of six months, in pic./ment to the U.8,

on any FAA loan?

No.

. Yes,

No.
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8. FAA B620(t). Have diplomatic
relations between the country and
the U.S. been severed? 1If so,
have they beon renewed?

9, App. 8106, Describe any attempt
made by the country to create dis-
tinction because of race or religion
in granting personal or commercial
access or other rights otherwise
available to U.S., citizens generally,

Relations with Other Nations and the

1. FAA B620(1). Has the country-
been officially represented at any
international conference when that
representation included planning.
activities involving insurrection
or subversion directed against the
U.S. or countries receiving U,S.
agsistance?

2, FAA BB8620(a), 620(n); App.
88107(a), 107(b), 1156, Has the
country sold, furnished, or per-
mitted ships or aircraft under
its registry to carry to Cuba

or North Vietnam items of |,
economic, military, or other
assigtance?

3. FAA B620(u); App. 8114, what
is the stetus of the country's
U.N. dues, assessments, or other
obIigations? Does the loan agree-
ment bar any use of funds to pay
U;N. assessmentis, dues, or -
arrearages?

Military Situation

1, FAA 8620(1). Has the country
engaged in or prepared for aggres-
sive military efforts’directed
against the U.S. or countries
receiving U.8. assistance?

No, to first question,
S8econd question not applicablée,

None,

No, as far as known,

No, as'tur_as known, -

'Ethicpia 18 not in arrears in

its obligations to the UN.
loan agreem. ™ will restrict
loan funds to the project,

No, as far as known,
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2, FAA 8620(s). What 1is (a)
the percentage of the country's

" budget devoted to military pur-

poses, and (b) the amount pf the
country's foroign exchange resources
used to acquirc military equipment?:
Is the country diveiting U.S, develop-
ment assistance or P.L. 480 sales to
military expenditures? Is the country
diverting its own resources to un-
necessary military expenditures?
(Findings on these questions are to
be made for ench country at least

once each fiscal year and, in
addition, as often as may be re-
quired by a material change in
relevant circumstances.)

CONDITION OF THE LOAN

A

General Soundness

Interest and Repayment

1. FAA BB201(d), 201(b)(2).

Is the rate of interest excessive or
unreasonable for the borrower? Are
there reasonable prospects for re-
payment? What is the grace period
interest rate; the following

period interest rate? 1Is the rate
of interest highar than the
country's applicable legal rate

of interest?

Fi?ancing

1. FAA B8201(b)(1). To what
extent can financing on reasonable
terms be obtained from other free-
world sources, including private
sources within the U.§,?

.and security purposes,

About 30 percent of the.country's

budget is devoted to defense
C1dttle-.

- foreign exchange 1s used to

acquire military equipment
most of which is grant
financed under U.S, MAP,

The November 1968 Report of
The Ethiopian Study Tean:
(Bell Report) concluded that
"Ethiopia is not diverting
United States economic assist~
ance nor its own resources to

'unnecoosstry military expondl-

tures." The findings of the
Bell Report were rocontlr-ad
“n October 1970,

The loan terms are low and
reasonable, There are A
reasonable prospects for
repayment. . The grace period
interest rate is 2%, followed
by an interest rate of 3%

for the duration of the loan,
The answer to the last
question is no.

Concessional finarcing not
believed available for purposes
of this loan from other free -. .
world sources, Need for lenient
terms, size and purpose, of loan
exclude consideration of other
private or official U,.8, sources,
See Section IV-R of Capital
Assistance Paper,

’50



== Economic and Technical Soundness

1, FAA B8201(b)(2), 201(e), The Yos., B8ee Seotions II and IXI
activity's economlc and technical of Capital Assistance Paper,
soundness to undertake logn; does

the loan application, together

with information and assurances,

indicate that funds will be used

in an economically and technically

sound manner: '

2. FAA B611(a) (1), Have-éngineering, The necessary planning for the

financial, and other plans necessary project has been completed,
to carry out assistance, and a (See Sections II and IV,
reasonably firm estimate of the ' Capital Assistance Paper)
cost of assistance to the U.S., been and reasonably firm cost
completed? estimatos have been obtained

(see Annexes IV and IX).

3. FAA B611(b); App. B1l0l1l, If the Not applicable,
loan or grant 1Is for a water or

related land-resource construction

project or program, do plans include

a cost-benefit computation? Does

the project or program meet the

relevant U.S. construction standards

and criteria used in determining .

fensibility?
4. FAA B61l(e). If this is a ‘ Ybs;'thexliialon Director has so
Capital Assistance Project with coertified, See Annex X,

U.S. financing in axcess of $1
million, has the principal A.1.D.
officer in the country certified
as to the country's capability
effectively to maintain and
utilize the project?



Relation to Achievement of Country

and Regional Goals

== Country Goals

FAA BB207, 281(a). Describe

this loan's relation to:

a, Institutions needed for a
democratic society and to
agsure maximum participation
on the part of the people in
the task of economic develop-
mont, ‘ '

b. Enabling the country to
‘meet its food needs, both from
its own resources and through
development, with U,S8, help,
of infrastructure to support
inoreased agriocultural

productivity,

Yc. Meeting increasing need for

htrained manpower,

d. Doveloping prograns to
meet public health ‘nee,ds.

‘The loan will be implerented by

the Ministry of Agriculture
and will strengthen that
Ministry's administrative

and technical capabilities,

The project organization will
service farmers and through

a farmers committee, .involve
farmers in decisions affectin
the livelihood of farmers in |
the project area., Furthermore,
it 18 expected that the project
organization will gradually
evolve into a multi-purpose
farmers' cooperative,

The objective of this loan

is to finance the inputs
required to increase crop
production. A,I.D. and IEG
grant financing will provide
organizational infrastructure
roquired to reach the project's
objectives, Furthermore, theé
projected increases in pro-
duction will provide, through
additional tax revenues, a
source of capital for

further development of
infrastructure in the project
area,

A primary goal of the project.
is to train manpower in the

‘administration and supervision

of agricultural credit and
ancillary activities,

Kot applicable,
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©. Assisting other important
economic, political, and social
dovelopment activities, includ-
ing industrial development;
growth of free labor unions.
cooperatives and voluntary
agencies; improvement of
transportation and comminica-
tion systems; capabilities

for planning and public
administration; urban develop-
ment; and modemization of
existing laws,

2, FAA 8201(b) (4). Descrilbe the
activity's congistency with and
relationship to other development
activities, and its contribution

to realizable long-range objectives,

3. FAA 5201(b)(9). How will the
activity to be financed contribute’
to the achievement of self-sustaining
growth?

4. FAA 8201(f)., 1If this is a
project loan, describe how such
project will promote the country's
economic development, taking into
account the country's human and
material resource requirements
and the relationship between
ultiMate objectives of the
project and overall economic
development,

¥

5. FAA 8201(b)(3). In what ways
does the activity give reasonnblo
promise of contributing to
development of economic resources
or to increase of productive
capacities?

The lorn will assist in'.thé
economic development of.an

‘agricultural area and the -

development of organizations
to service farmers, including
cooperatives, The planning
and implementation of the
loan-financed project
increases the capability

of the IEG to carry out similay
projects,

The loan will tinance one ot s6Ve
eral area "package" agricultural
development projects alroady ime
plemented or in the pipeline es
called for in the Third Pive-
Year Development Plan, . See
Section I of the Capital

Assistance Paper,

See Sec*iona I-A and III-C
of the Capital Assistance -
Paper,

The loan will assist in.
demonstrating how -uuporv’iaod
agricultural credit can -

Increase production, Furtherupn,*
it will increase manpower -

trained in agricultural oredit
operations,

~ The loan will dinctly cotitribute :

to increased agricultural output
through more productive use
of land, labor and capital,



6. FAA B281(b)., How does the
program under which assistance

is provided recognize the
particular needs, desires,

and capacities of the

country's people; utilize the
country's intellectual ze- ‘
sources to encourage institutional
development; and support civie
education and training in gkillg
required for effective parti-
cipation in political proceasses,

7. TAA B601(a). How will this
loan sncourage the country's
efforts to: (a) increase the
flow of international trade;

(b) foster privato initiative

and competition; (c) encourage
development and use of coopera-
tives, credit unions, and

savings and loan asgsociations;
(d) discourage mohopolistic -
practices; (e) improve technieal .
efficiency of industry, agricultur
and commerce; and (f) strengthen
free labor unions;

8. TAA 8202(a). 1Indicate the
anount of money under the loau
which is: going directly to
private enterprisc; golng to
intermediate credit institutions
.or other borrowors fo: use by .
private enterprise; being used
to finance imports from private
sounces; or otherwise being

used to finance procurements
from privute sources,

9. _FAA B611(a)(2), What legisla-
tive action is required within the
recipient country? What is the

basis for a reasonable ghticipation
that such action will be completed

in time to permit orderly accomplish-
ment of purposes of loan?

The loan will agsist the

IEG in providing the capital
desired by farmers and build
institutions that serve
farmers,

The loan will encourage .
Ethiopia's efforts with respect
to (a), (b), (c), (d), and (o)
as indicated in Sections II, I1II,
anc'V of the Capital Assistance
Paper, Item (f) not applicable.

The foreipn exchange component
of the loan will e used to
finance procurement from private
sources in code )41 coumtries;
the bu’k of the local cost
component of the loan will be
used to finance procurement
from private Ethiopian sources,

None lmown ‘to be required except
for Parliamentary ratification
of the Loan Agreement, The
Ethiopian Parliament has always
ratified Ao I.D. lomso

AN
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Reglonal Goals

1, FAA8619. If this loan is
assisting a newly independent
country, to what extent dé the
circumstances permit such
asslstonce to be furnished

through multilateral organizatiohs

or plang?

2. TAA 8209, If this loan is
directe@ at a problem or- an
opportunity that is regional
in naturo, how does assistance
under this loan cncourage a
regional devclopment program?
What multi-lateral assistance
is presently being furnished
to the country?

Relation to U.S, Economy

Embloyment, Balance of Payments

Private Enterprise

1. FAA BB201(b)(6); 102, Fifth,

What are the possible effects of,

this loan on U.S. economy, with
speclal reference to areas of
substantial labor surplus?
Describe the oxtent to which
agsistance is constituted of
U,S. commodities and services,
furnished in a manner consistent
with improving thke U.S. balance
of payments position,

2 FAA BB612(b), 63G(h). What steps
have beecn taken to assure that, to
the maximum extent possible, foreign

currenciles owned by the U,S. and

local currencies contributed by the

country are utilizeg to meet the
cost of contractunrl and othex
services, and that U,S. foreign-
owned currencies are utilized in
lieu of dollars?

Not applicable,

First question, not applicable.
The World Bank Group and the
UN are providing substantial
assistance to Ethiopia. See
Section IV-E of Capital
Assistance Paper,

See Section V of Capital
Assistance Paper.

The IEG is paying halffof
project local capital, ‘At this

‘time no other local currencies
are available,
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3. FAA B8601(d); App. 8115, If
this loan is for a capital pro=-
Ject, to what extent has the
Agency encouraged utilization of
engineering and professional
services of U.S. firms and their
affiliates? If the loan is to

be used to finance direct costs for
construction, will any of the -
contractors be persons other than
qualified nationals of the country
or qualified citizens of ,the U,8.7
If so, has the required waiver
been obtained?

4, FAA 8608(a), Provide infor-
mation on measures to be taken to
utilize U.S. Government excess
personal property in lieu of the
procurement of new items,

5. FAA 8602, Vhat efforts have
been made to assist U,S. small
business to participate equitably
in the furnishing of commodities
and services financed. by this
loan?

6. FAA B621. 1f the loan provides

technical assistance, how 18 private
enterprise on a contract basis utilized?

If the facilities of other Federal
agencies will be utilized, in what
ways are they particularly suitable;
aye they competitive with private
enterprise (if so, explain); and’
how can they be made available
without undue interference with
domestic programs?

7. FAA 8611(c). If this loan
involves a contract for construction
that obligates in excess of $100,000
will it be on a competitive basis?
If not, are there faictors which make
it impracticable?

Oonly U,S8, and Ethiopian pro-

.fessional services will be

used, These will be financed:
by A.I.D, and IEG grants, The
local cost portion of the loan
v111 finance some corstruction
’>f facilities by Ethiovnian
ontractors,

The Loan Agreement will include
express provisions for use of

U.S. Government excess personal
property to the extent feasible,

The Loan Agreement and imple~
mentation letters will include
express provisions for U.S.
small business to have. the
opportunity to participate
equitably in the furnishing-

of commodities financed by

this loan.

Not applicable.

Not appliocable,


http:furnish.ng

) ’Prbcuremant

1. FAA B50L(a). Will commodity
procurement be restricted to U.S.
except as otherwise determined by

"the President?

2. FAA 8604(b). Will eny part of
this loan be used for bulk eomodtty

procurement at adjusted prices
higher than the market price
prevailing in the U.;S., at time of
purchase?

3. FAA B604(e), will any part
of this loan be used for procure- .
ment of any agricultural comodity
or product thereof outside the -

U.,S. when the domestic price of .

‘such commodity is less than parity?

Other Requirements

1. FAA B20.(b), 1Is the comtry
among the 40 countries in which
development loan funds may be

.used to make loans in this fisocal-

year?

2., App. 8112, Does the loan
agreement provide, with respect
to capital projects, for U.S.
approval of contract terms and
f£irms?

/ .
3. FAA B620 (i), 17 the loan is
for construction of a productive
en’torpr:l.se, with respect to which
the aggregate valuc of assistance

to be furnished will exceed. $100

million, what preparation has been

~ made to obtain the express _appmvil

Yes

Yes,

The lLoan Agreemsat will so
provide.

Not appliocable,
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4. FAA 88620(b), 620(f); App. 8109(b), Ethiopia is not a commmist
Has the President determined that the or commmist-doninated
country is not dominated or controlled coumtry, The Secretary of
by the international Coxmunist move- Stute so determined on
ment? If the country is d Commmist October 11, 1961,
country (including, but not limited ‘

‘to, the countries listed in FAA 8620(f))

and the loan is intended for economic

assistance, have the findings required’

by FAA 8620/{f) and App. 8109(b)

been made and reported to the Congress?

5. App. B109(a). Will any military  No,
assistance, or items, of military or
strategic significance, be furnished

to a Communist nation?

6. TFAA B620(h), What steps have been  The Loan Agreement will not
taken to Insure that the loan will permit this,

not be used in a manner which, cone

trary to the best interest of .

the United States, promotes or

agsists the foreign aid projects

of the Communist~bloc countries?

7. App. 8118, Will any funds be No,
used to finance procurement of

iron and steél;products for use

in Vietnam other than as con-

templated by 81187

8. FAA 8636(1). Will any part No.
of this loan be used in financing

non-U,S, -manufactured automobiles?

If ‘so, has the required waiver

been obtained? ‘

9. FAA B8620(a)(1) and (2), 620(p); No.
App. BTY7. WX any assistance be
furnished or funds made available

to the government of Cuba or the

United Arab Republic?



10, FAA B620(g). Will any part of
this loan be used to compensate
owners for expropriated or
nationalixzed property? If any
assistance has been used for such
purpose in the past, has approp-
riate reimbursement‘peen made to
the U.S. for sums diverted?

11. FAA B620(f). If this is a
project loan, what provisions have
been made for appropriate partici-
pation by the recipient country'
private enterprise?

12, App. 8104, Does the loan

agreement bar any use of funds to

pay pensions, etc., for persons
who are serving or who have served
in the recipient country's armed
forces?

_Answer to first question is no;

no assistance has been so usad
in the past,

Ethiopia private enterprise

will b nefit from the develop-
ment of markets for agri-
cultural inputs made .possible

by the project. BSee Section V=B

of Capital Assistance Paper.

The Loan Agr'onént will so
provide,
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Item

Investment Coats

0 ces & 5

Machinery & Equipment

Vehicles

Office Furniture & Equipment

Fertilizer

Grain Storage

Local Transport

Water Develomment d/

Road Canstruction
Subtotal

U.S. Personnel Services

Participant Training
Subtotal

Total Investment Costs

Recvurrent Costs
Personnel

Maintenance & Operationc/
Working Capital

Total Recurrent Costs

Total Project Costs

a/ 57.0 km. @ $4,800/¥m.
b/ 39.8 km. @ $4;800/¥m.

¢/ Includes maintenance on wells and rosds

TOTAL, PROJECT COSTS FOR FIRST FIVE YEARS (u.s. $ co0)

Local Foreign

UNCLASSIFIED
ANNEX 1V
Pege 1 of 1

c Total .
Local Foreign Local ForeiE

157.2
39%.3 ¢/
2.7
22,1
153.5
241.8
8 s
112, 56%.0
192.5%/ 568.2
305.3 1,269.6 88L4.3
30k.0 1,520.0
1.7 191.0
11 1 0

1
Local Foreig
137.8
: 177.4

31.4
k.1
19.2

161.2
19.15
112,
275.78/
559.8 389.2

304.0
3.0 67.0
g.o 373.0
562, 760.2

35.8
18.5
61.

115.9
677.0 T7580.2

Meintenance on wells @ $400 per well per year.

4/ 50 Wells @ $11,200.

e/ Only $177.430f this total included in loen request,
only after evaluation of initial Year of operation.

for procurement of additional farm equipment.

Foreign Local
7.3
g2.1
23.0
3.0
95.9
ik.s5
112.8
201.0 137.6
3ok.0
kh.o 2.9
348.0 2.
s’Q0° 1k0.5
98.1
82.3
161.0
3L1h

549.0 L481.6

and office operating costs including vehicle operation.
Maintenance on roads @ $1,040/im.

as optimum farm equipment mix can be determined
Then IEG may request approximately $221,,0 amendment

UNCLASSXFIED

163.6 349.3

86.4 309.5
169.5 587.2
359.5 1,256.0

667.4 30k.0 2,57.5 2,595.3

286-4/0T0-a1IV
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NON-CAPITAL PROJECT PAPER (PROP)

Countiry: TTHIOPYA Project Number: G663-55-130-162

Submission Date: April 23, 1971
Project Title: ADA AGRICULLURAT, DEVETOPMENT PROJTCT

U.5. Obligation Span: TFY 1971 through Iy 1975 - 1977 CP

GrosiLife of Project Financial Requirements:

U.S. Dollars (000) .. vvuuennun.. cheeaan tvevesese. 3,011,000
Grant........ et e eessssaanes 1,711,000
Loan....ooviviinnnn. seseseraenes 1,300,000

U.8.-0Owned Iocal Currency
Cooperating Country Cash Conlribution 1,887,000
(Ex. rate: B$2.48125 = §1.00)

Other Donor

TOTALS 1,898,600


http:663-c55-130-1.62

A, SUMMARY DESCRIPTION

1, Necessiiy and Justification fnr %the Prnject

One of the objectives of the, Thixrd Five Year Davelopmonrt Plan of the
Imperial E3hicplan Govermmeni 1s To ircrease productivity on emell peasant
farms through the spplication of tachrology and {nnovations to bring the
subsisterce agricultire secinr into the monetary economy, Most of the gmall
farms are tound in the highland areas., The Ada piatrict was selectied for n
project alte becguae it wag identified in the Third Five Year Plen and by
the Stanford Research. Ingtitute in 1ta study of agricultural davelopment in
Ethiopia, Other reasons for gelecsion include: (1) 1t is representative of
Ethiopia's highlernds; (2) it 18 clese to markets; (3) transportation facilitlies
are good; (4) congiderable krowledge of the area and 1ts people is available;
and (8) agronomic informatiecn 1g.gavaileble and crop responses sre known with
gome degroe of certainty,

The Ada Agricultural Developmen® Project is Justified on the grounds
that through the project the knowledpge and experience necessary to develop the
egsential institutions to change the subaistence agriculture sector from sub-
gistence tc market ortentation and %o pubstantially increase agricultaral
production in Ethiopia's highlandas will have been developed to the point of
ready transference to other highluni areas. ' '

2 Project Goals

Project objectives are to '(1) increase ret farm income; (2) asslst In
improving the rights of tenants; (3) develop the necessary institiutions to
change the economy of the area fyom subsistence to market orientatlon; and (4}
develop *he knowledge and e¥xperience nccessary for replication in other areas
that will subsiantfally increagse agriculiural production l1n Ethiopiats high-
lands,

3, General Approech

Thede gozls will be met through the development of a multi-purposc
ingtisution to provide credit,’ supplies, marketing and technlcal gerviceda te
small farmefs, The services will bz provided through n project head-
quarters at Debre Zelt and ten mul%i-purposs ferm conters in the project areae.
Other compdnens of the project willl be tha construction and improvement of
penetration roads into the area, tne develcpment of water supplies, and the
developmen: of an equiteble land tenure sysiem.

W
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TABLE I NGN-CAPITAL PROJECT FUNDING (OBLIGATIONS IN S1000)

COUNTRY: ETHIOPIA PROJECT TITLE: ADA AGRICULTURAL DEVELOPMENT PROJECT NUMBER : 663-55-130-162
FISCAL PERSONAL SERVICES PARTICIPANTS COMMODITIES OTHER COS™'3
YEARS AP L/G  T"TOTAL. CONT. AID PASA CONT DIRECT  CONT DIRECT __ CONT  DIRECT  COVT,
oy . TC G 425 425 25>/

FY 1971 DL L 1,700 1,700

1972 TC G 67 32 25 10

41
1973 TC G 355 305 305/ 35 10 5

BY
FY
BY
FY
BY +2
FY
BY
FY

1974 TC G 332 288 288 39 - S5
+3 : o
1975 T TC G 332 302 302 30 : - -
BY +4 ‘
FY 1976 TC G 160 160 : 160 - - —
BY +5 ,
FY 1977 TC G 40 40 a0c/ - - -
TOTALS T - G 1,711 1,520 1,520 136 35 20
oL L 1,700 1,700
a/ Includeg one-man vear of funding B/ Includes one-man ysar cf ¢/ For short-term constltants,
- (850,000) for short-term consultancts, funding for short~-term con-

sultants, plus 10% intlaticn,
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TABLE X1 OTHER FINANCING FOR ADA AGRICULTURAL DEVELOF..ENT PRCJECT

(Obligations in U.S, $000)

OTHER CASH
CONTRIBUTION
AID-CONTROLLED COOPERATING OTHER DONOR

FISCAL YEAR LOCAL CURRENCY country?®/ &/ ____ CONTRIBUTION
'Oper. Yr, FY 1971 - - -
Budget  FY 1972 - 396 b/ ‘ -
Proposed FY 1973 - 215 -
Projected FY 1974 ~ 351. -
Projected FY 1975 - L1y -

- Projected FY 1976 - 51k -
Projected FY 1977 - e/ =

TOTAL FY 72-76 1,887 -

.3/ A portion of these costs may be financed with AID agricultural sector loan proceeds,
b/ U.S. $252,000 has already been budgeted for FY 1972.
.f/ See Annex C of the Project Application, dated October 1970 for IEG costs %eyond the fifth year,

d/ Excludes cost of MIRA land tenancy officer and MNCD cooverative officer assigned to™ADA District to work
with Ada Project. : '



B. SETTING

Ethiopian agriculture encompasses more than four million households,
Although some of these are nomadic or semi-nomadic pastoralists, the bulk are
sedentary farmers confined largely to the highlands from which about 90 per-
cent of the total production of grains, pulses and oilseeds is realized, The
size structure of the highlands farms is very unfavorable for efficient
production, About 90 percent have less than five hectares in cultivated area
and about two-thirds have less than 1.5 hectares of cultivated land,. Fixed
assets, except for the value of land, are very low per farm, Capital iuvesgt-
ment largely of only a few very simple implements, oxen and tools, snd working
capital for purchasing modern inputs is definitely lacking. The low pro-'
ductivity of labor on most farms vsing very primitive impiements or doing
many time-consuming operations by hand without implements (e+8s, Weeding),
coupled with scasonal time limitations, explains why many operations needed
for higher ylelds are not done properly or at gll, This goes a long way
towsn.rd explaining the relatively low yields per hectare and the very small
cultivated area per pe-sant family.

The existing agrarian relationships need gbnsiderable improvement for
accelerated development of agriculture, In the northern highlands the
traditional system of communal ownership (with its attendant redistribution
of iand from time to time) has given rise to dwarf holdings. In most of the
central, western and southern highlands the widespread share-cropping gystem
of tenancy stifles incentives for tenants to make investments, particularly
monetary iunputs, in production-increasing innovations and technology. Re-
gulations and legislation have yet to be enacted to protect temants from
unjust eviction or to provide them security of tenure., However, tenancy
legislation has been approved by the Council of Ministers and is presgently
being considered by Parliament,

The success of economic development in Ethiopia will depend on sustained
growth in agriculture, more particularly in the peasant sector which accounts
for the bulk of production for domestic use. The development of the highlands
subsistence Sector of the agricultural economy is essential to the economic,
gocial and cultural efforts of all the people of Ethiopia, ’

In emphasizing the need to modernize peasant subsistence agriculture,
the Third Five Year Plan indicates that strategically selected areas should
be identified so that maximum results may be obtained from the input invest-
ment., The Plan also emphaaizeu;that the "package program" should be utilized
so that all inputs, both material and human, may be concentrated to achieve
modernization of traditional subsistence agriculture, The Ada Agricultural
Development Project meets these two major requisites and affords an opportunity
to demonstrate how to significantly accelerats agricultural production on
small peasant farms, '
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The modernization of small faxrms is in direct keeping with country
objectives of in:reasing food production at least sufficiently to keep pace
with population growth and to accelerate the rate of growth of the agriculf
sector. The Ada Agricultural Development Project will increase unit yields

staple crops and at the same time increase per capita income in the project
area,

C. STRATEGY

The objrctive of the project is to demonstrate an approach to 1ncreaéo
productivity and net income of small farmers, while ueveloping the Ethiopia:

capability for replication of this approach in other highland areas of
Ethiopia,

The project objective wiii be achieved through the application uvf a
"package" which will include all the necessary inputs; viz, credit,
fertilizer, improved seeds, a modest amount of mechanization consisgting
of equipment of various types and sizes, extenuion services, and marketing,
A necessary condition for attaining the project objective 1s the building
of institutions and improvement in the system of land tenure, More ‘
gecurity must be provided for tenants and they must be protected from un-
reagonable share rents demanded by landowners,

The strategy will be as follows:

l, The use of, and as a condition for participation in the
project, written leases between landowners aud tenants which
specify rent, This will be carried out cooperatively
between the project and the Ministry of Land Reform and
Adminigtration,

2. The dpvelopment of farmers® associations which are con-
trolled by farmers and which will eventually evolve into
sound multi-purpose cooperatives,

3. The establishment of a sound supervised credit institution
that will provide credit to small farmers,

4, The creation of a strong:market organization,

6. Establish clome relationships with the MLRA on land tenure problens
and with the Ministry of National Community Development and
S8ocial Affairs in establishing farmeras® associations and
cooperatives,



The strategy will also include the provision of credit for the purchase
of ncccasary inputs and for the rental of machinery services from the project,
Furthermore, close supervision of tHe use of all inputs and assistance in the
application of improved farming practices, technology and innovations will
be provided through technical assistance from U,S, and Ethiopian technicians,

l, Alternative Approaches

Alternative approacher to achieve project objectives were considered by
the Interministerial Committee but were rejected., Some of the alternantives
considered (discussed below) could have attained the same objectives at the
same monetary coat but possibly higher social costs in the way of increased
uncmployment and accelerated tenancy displacement. The approach adopted by
the Committee makes the machinery, credit and technical services available
through the project only to tenants and small owner operators, This approach
more fully guarantees the retainment of tenants on the land because it is'.
only through the tenants that landowners can realize the benefits {through
increased production) from the project. It should algo encourage landowners
to enter into written lease agreements with their tenants,

a, Large type farm equipment for all farm operations could have
been made available to all farmers regardless of farm size,
However, this could have encouraged large landowners and
large farmers to evict tenants and to diminish the use of
hired labor, Furthemmore, large type equipment, because
of its relatively high cost, would preclude the possibility
of purchase by individual small farmers,

2, Row crop planting equipment, inter-row tillage equipment,
and harvesting (cutting) equipment were dropped because
weeding and cutting are the most labor intensive farm
operations and the use of such equipment would probably °
displéce labor.

- 2, Cooperating Country Leadership
1

Evidence of lecadership in the Ada Project has been demonstrated by the actiﬁe
interest taken by responsible members of the IEG Interministerial Committee. The
survey made of the tenancy situation in the Ada District by the Ministry of Land
Reform and Administration, the intense interest of the Ministry of Community
Development and Social Affairs fn the establishment of cooperatives in the area,
and the leadership exhibited by ‘the Ministry of Agriculture in planning and
developing the project proposal are all indications of good. project leadership.
Also the Ada Wereda Governor has taken a’ very active interest in the project.

He has directed lesser officials to cooperate in investigations belng made in
the area,

kko\_



3. Cross Relationships

The Ada Agricul tural Development Project is the only project in the Empire
which deals exclusively with highlands small farm agriculture, The CADU pro-
Ject financed by the Swedish Government which lies south of Ada deals with
large farma (which are primarily wheat farms) as well as small holdings, There
is a good deal of complementarity between the Ada and CADU projects, The CADU
pProject has a seed reproduction capability to supply at least a part of the
improved #seed requirement for the Ada project, The two areas are sufficiently
similar climatically that crop research results can be exchanged,

There is also a cross relationship between the project and Haile Sellaasie
University's Debre Zeit Experiment Station. The Station will be a source of
improved seed for the project, Further, agronomic research developed by the
Experiment Station is readily adaptable to the Ada Project Area, Close
cooperation between the Station and the Project is anticipated,

The Extension Service in the Ada District will be folded into the project,
It is anticipated that the Extension Service persannel in the area will work
closely with farm credit supervisors in the application of improved practi~~q
on participant farms, The project will also cooperate with cooperative

personnel and village-level workers of the Ministry of Community Development
and Social Affairs,

The OMA (British Aid) team studying on-farm storage will be working in the

Ada District, The project will cooperate closely. with this team in developing
an on-farm storage project. ‘

D. PLANNED TARGETS, RESULTS AND OUTPUTS

The projeqt land area will cover approximately 47,100 hectares, The first
year a total of 256 farms encompassing 1,178 hectares will be brought in, -
expanding gradually as more centers are brought in and as the capability of each
center 18 increased to handle more farms, The target for increased production is
an increase of 100 percent on 80 percent of the farms in the Ada Digtrict at the’
end of 10 years, This increase in production should increase net per family
income by 130 percent at present prices,

Improvement in the marketing structure through the use of central storage
and orderly marketing should provide for greater price stabilization, Central
storage facilities will be installed during the first year of pProject operation
of a capacity such that 93 percent, 96 percent and 100 percent of capacity will
be utilized during the firet three years of the project respectively, Additional
central storage will have to be provided in the 4th, 7th and 8th yoaxa of~the‘
project,

)]
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Security of tenure (allowing a spfficient length of time for tenants to.’
recoup their investment in technical inputs) will be more assured through
writton landlord-tenant lease agreements, Since these lease agreements will
be a prerequisite to participation in the project a target of 100 percent of
the farmers having such agreement has been set,

Farmers® associations under the direct control of participating farmers
wiil be esatablished in each of the centers, These associations will lead to
viable sound multi-purpose cooperatives as more farmers are brought into each
association, A total of 10 cooperatives handling credit, input supplies, and
marketing has been targeted over the 10 year period.

The targets established for the project are predicated upon the number of

farmers participating in the project. The following table shows targets by
years, .

No,of. No. of Loans

Farmers Farmers No, of Made to ‘

Year Partici iting ' Associantions - Coops Farmers (E $100Q)

1 256 2 0 152,9

2 512 4 0 305.8

3 1280 7 0 637,11

4 2304 10 0 1036.,.5

5 3328 -8 2 1457,0

6 4353 6 4 1929,5

7 5760 3. 7 2573,9

8 7168 0 10 3313,0

9 8704 0 10 4214,0
10 10240 0 10 5286,9

As a resﬁlt of 10 years oY project operation net farm revenue will have in-
creased by E $3,776,000, increasing net income per farm by 130 percent, Ten
farm cooperatives with & capability of- handling input supplies, product marketing
and credit; and an improved markating system will have been established., In
addition the land tenure patteru will have been improved and net income per
family incroased, resulting ir ‘=~voved economic and social status of small
farmexrs,

E. COURSE OF ACTION

l. Summary of Project Requirements

The projéct will make available to 10,240 small farmers a package of
inputs including (1) technicians; 72) commodities (fertilirer, seed and
equipment) ; (3) provision of production cre:it; (4) establishment of facilities

6\
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(farm centers, storage); (5) participant training; (8) extension servicesj:
(7) organizational structure - Debre Zeit headquarters and local centers}
(8) institutional arrangements - land rveform, credit, cooperatives; (9)

road and water supply construction/improvement; and (10) employment of
written leases,

Centers will be phased in as follows: year 1, two centera; year 23,
two centers; year 3, three centers; and year 4, three centers, making a total
of ten centers by the end of the fourth year,

Credit supervision will be provided by credit supervisors stationed in
each center, These supervisors, trained by a U.S, credit aupervisor ppecialist
assisted by his counterpart in the Debre Zeit headquarters, will be extension-
type personnel, They will supervise all farming operations performed by
participating farmers to assure that all inputs are properly used and that
improved practices are used in order to obtain the highest production possible,

Because the use of supervised credit is new to Ethiopia, the first year the ratio

of credit supervisors to participating farmers will be one to fifty. As farmers
gain experience this ratio will be increased, being one to one hundred the
second year, each supervisor overseeing 50 new farmers plus 50 experienced
farmers., The ratio will be gradually increased until by the 10th year a ratio
of one to 200 will be attained,

As each center is brought into the project, a farmers! association
‘will be formed, These associations will be under the general supervision of
the Coops and Marketing Specialist located in the -headquarters and under the.
~ direct supervigion of the Purchasing and Sales Agent located in each center,
Each farmers association will have a loan committee selected by community -
leaders in each area, This committee will screen loan applicants and will,
gelect from the applicants creditworthy farmers to participate in the project.
The association will hanale all input supplies, will have charge of ware-
housing and grain storsge, and will assist in order.y marketing of farm produce,
As the number of perticipating farmers increases each year and as the volume of
business handied by tke association increases, it wil. eventually be transformed
into a financially sound multi-purpose cooperative,

Each U.,S. techa.cian on the project will have an Ethiopian counterpart
in the Debre Zeit headquarters, The U,S, and Ethiopian technicians will back-
stop personnel in each of the ceqtera and will provide technical assistance to
the centers., In addition to participant training in the U,5. for the Ethiopian
staff, on-che-job training will be provided by U.8, and Ethiopian technicians,

The project will involve nine profeasionnl-lével Bthiopidns in the, Debre

Zeit headquarters and a total of 20 professionals in the 10 local centers, These

professionals will be phased in as shown in Tables 8 and 9, pages 36 and 37 ot
the Project Application,
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It 1s proposed that commodif{ies consisting of fertilizer for the first
three ycars, farm equipment, central grain storage and vehicles will be procured
off~shore under a development loan,

In addition to the personner, material and financial resources essential
for project implcmentation, it will also be highly desirable for the 1EG to pass
cnabling legislation for tenancy reform., Proposed legislation is now being pre-~
pared that will give somec guarantee of permanency of tenure and that will put
ceilings on amounts of rent paid. ‘

The Ministry of Community Development and Social Affairs will need to
take an active part in establishing farmer associations which will eventually lead
to sound multi-purpose cooperatives, The Ministry of Land Reform and Administration
will be actively involved in reforms of landlord-tenant relationships of the project,
They will also assist in getting written lease agreements signed., The IHA will be
involved in road construction within the project area., The Ministry of Agri-
culture will be engaged in the operation of the project, and the Water Rcsources
Department of the Ministry of Public Works, will be concerned with the development
of water suppliés, It is anticipated that at least part of the roads and, where
possible, part of the wells will be constructed by hand labor on a self-help
basis, This would reduce local costs for construction. Because all of these
ministries will be involved in implementation and'operation of the project it
will be necessary for the IEG to formulate a policy making body to give guidance
and direction to the development of the Ada Project area, This body should take
the form of an interministerial committee composed of high level government
officials of the concerned ministries., It will be the responaibility of this
committee to sce that the project financial requirements and other inputs of
the IEG are made available on a timely basisg,

2, Proposed AID Assistance

In addition to the proposed Development lLoan for off-shore procurement
of project commgdities and a portion of proJect local costs, it 18 proposed that ‘
the following tdchnical assistance be provided with grant funds,.

A. Advisory Services

The services of an AID direct hire Agricultural Economist, who will serve
"as Project Manager, will be made available to the Ada project under Agricultural
Advisory Services project in FY 1972 and under Technical Support project in FY
1973, 1In addition, AID and the IEG's Miniatry of Agriculture will agree to
assign an Agricultura. gronomist to the- project on a part-time basis, These
services will be made available through an AID-funded host,cpuntry cotitract under
Agricultural Advisory Services,

Y



B, Contract Services

It is proposed that AID fully-fund an IEG host country contract with
with a US firm or institution to provVide a five man team of agricultural
specialists for the first five project years, The team would be composed of
a team leader, supply and marketing specialist, soils and crops specialist,
credit supervisor specialist and an agricultural engineer, The team would be
administratively responsible to the project organization, described above, and
would be independent of the USAID Mission for logistic support, '

In addition, it is proposed that AID salary supplement two IEG host
country contracts with an Agricultural Economist and a specialist in legal in-
stitutions for one man year each in FY 1972, The Agricultural Economist would
continue the collection of data which was previously started under a redearch
grant funded under Agriculture Advisory Services, The specialist in legal in=-
stitutions would work on land tenancy problems and lease arrangements in
coojeration with the Ministry of Land Reform and Administration,

It 1s also proposed that the costs for six months of uerﬁicei for
evaluation be included to follow both the first year of project operation
and the fifth year of project operation, '

'C, Participant Training

1t is proposed that a total of fifteen Ethiopians be sent to the
U.,S8. or third countries for up to one year of training.

D. Commodities

While the requirement for off-shore procurement of project commodities
will be met by a development loan, there is a limited requirement for grant
financed commodities to support the activities of an agronomist as he conducts
varietal and ;ertilizer trials in the project area,

E, Other Costs
—————
4
It’is froposed that a small amount of grant funds be made available

in the first years of the project for the limited procurement of local goods
and services, '

3. Project Evaluation

The Ada Agricultural .cvelopment Project will be evaluated at the eund
of each crop year as the project progresses, BSome of the evaluation will consist
of purely physical features which will require no research, Other aspects will
require research and the accumulation of data for evaluation, For example,
evaluation of the number of farms participating in the project, the number of
farmers having written lease agreements, number of hectares in the project,
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tenant displacement and amount of unemployment during the crop year can all be
measured more or less directly without research. On the other hand, the level
of crop yilelds, farm prices received for products by farmers, costs of pro-
duction, gross and net farm incomes, etc., will require some agricultural
economic research. This research will be provided by a U.S. part time
agricultural economist furnished thrgugh short-term contract services to the
project in cooperation with the Ministry of Agriculture and HST University.

The number of kilometers of road constructed or improved in each of the areas _
(centers), number of wells constructed, and amount of soil conservation and :
reforestation practices implemented will be evaluated for each year. Evaluations
will be made of each of the goals or targets established in the Project
Implementation Plan. Insofar as possible evaluation will also be made of the
economic and social impact of the project on the project area. Tt is anticipated
that the evaluation will carry through from the:PROP:to the PIP to the actual
implementation of the project.
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UNCLASSIFIED
AID-DIC/P-982 ANNEX VI

Page 1 of 1
Equipment and Fertilizer Requirements and Costs (US $OOO)

‘1st Year 2nd.Year 3rd Year Uth Year

Two Two Three Three

Local Local Local Local

Centers Centers Centers Centers - Total
Veeps @ $4000 1/ : . - o 16.0
Road Graders @ $32,200 9.5 96.5
Shop Tools 1 7.2 _ T.2
Equipment Parts - 25,3 7.9 7.9 41,1
Jeeps @ $2800 5,6 5.6 8.5 8.5 28.2
Motorcycles @ $800 8.0 8.0 '12.0 12.0 40.0
Automotive Parts 1.8 L.7 2.5 2.5 . 8,5

45 HP Equi ent | ' p :
Tractor @ EEBOO .6 . 14, 1k 48,0

9.6 9.6 L R .

2-Furrow Disc Plow @ $1000 2.0 L.o 3.0 3.0 1250
Disc Harrow @ $1000 2.0 k.0 3.0 3.0 12,0
Trailer @ $1000 2.0 k.o 3.0 3.0 120
Spike Tooth Harrow @ $500 1.0 1.0 1.5 1.5 5.0
Grain Drill @ $1700 3.4 3.4 5.1 5.1 17.0
25 HP Equipment @ $8000/set 16.0 16.0 2.0 24,0 80.0

Tractor

Plow

Spike Tooth Harrow

Disc Harrow

Trailer

5-ft. Grain Drill
10 HP Equipment @ $3200/set 6.4 6.4 9.6 9.6 32,0 -

Welking Tractor

Roto Tiller

Plow Trailer

Spare Parts
Small Thresher @ $1600 3.2 3.2 6.4 6.4 19.2
Seed Cleaney @ $500 1.0 1.0 1.5 1.5 5.0
Small Tools' ' 0.4 0.5 0.6 0.6 2.1
Tool Bars for U5 HP Tractors 1.0 1.0 1.5 1.5 5.0
Scales 0.2 0.3 0.3 0.3 1.1
Radio 0.2 0.3 0.3 . 0.3 1.1
Fertilizer 19.2 38.4 95.9 153.5
Grain Storage 96.0 - k8.0 14,0
Grain Handling Equipment _

Elevators, Scales, ete. 65.2 32,6 . 97.8

TOTAL: 389.2  108.4. 201.0 185.7 884.3

- 1/ Jeeps, graders, shop tools and equipment parts are for Debre Zelt headgquarters
UNCLASSIFIED 6b



AN VII A
Page 1 of 1
1/

WVRIGHTED AVERAGE YIELDS: ENTIRE PROJECT ARRA WITH PROJECT IN EPFFECT —
(Quintals per Bectare)

Crop Present 1 2 3 4 S 6 7 8 9 10

Teft 10 10.18 10.51 11.12 11.84 12,36 13.27 14.18 18.10 16.11 17.17
Yheat 10 10.28 10.71 11.62 12,74 13.38 14,97 16.43 17.90 19.51 21.17
Maize 13 18,37 15.88 17.18 18.81 20.05 21.50 23.39 25.39 27.39 29.57
Barley 10 10.23 10.60 11,37 12.31 13.24 14,17 15.368 16,58 17.84 18.92
Borghum 10 10.23 10.60 11.37 12.31 13.24 14.17 15.38 16.58 17.84 18.92
Chickpeas ] 9,32 9.32 9.69 10.12 10.54 10.95 11.43 11.81 12.40 12.88
Broad Beans 8 8.30 8.30 8.67 9.09 9.49 9.80 10.38 10.88 11.3¢ 11.88
Lentils 4 4.23 4.23 4.53 4.90 8.27 §.62 6.09 6,55 7.04 7.83

l/ Assuses yields on 1and not participating in project increase by 1.5% per year. Yields on land participating only in improved practioces
(fertiliser, chemicals, improved seed, atc.) as follows: teff, 17; wheat, 22; maize, 30; barley, 20; scrghum, 20; chickpeas, 13; broad
beans, 12; lentils, 8., Yields on land participating in improved practices plus custom mechanization as follows: teff, 20; wheat, 23;
maize, 33; bdarley, 23; sorghum, 22; chickpeas, 14; broad beans, 13; lentils, 8.5,

Land participating in project as follows: (Hectares):

Improved practices only 346 691 2,978 : ..440‘ 9,196 12,443 16,269 19,167 21,400 21,943
Improved practices
plus mech, 832 1,664 2,910 4,138 5,613 7,576 10,227 13,806 18,638 25,161
Not participating 37,702 56,525 32,992 48,282 43,571 38,861 32,384 23,907 18,842 11,776
TOTAL 58,800 38,880 58,880 38,880 38,800 58,800 58,800 58,880 58,880 58,880
UNCLASSIFIED
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UNCLASSIFIED
ANNEX VII B
Pege 1 of 2

PROIXICTION CHANGE DUE TO PROJECT
(Metric tons - rounded to nesrest humdred)
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ANNEX VII B
Page 2 of 2
PRODUCTION CERANGE DUE TO PROJECT
Metric tons - rounded to nearest hundred)
Crop 1 2 S 4 s 6 7 8 ]
lentils
1/

With Project - .5 3 .8 .86 .7 R | .8 .8 .9

Wi thout Project -] .3 .3 .5 .5 .8 .6 .6 .6

Difference .0 .0 5 3 o1 2 1 .2 .2 .3
Jercent Bucresse ia

Total Production 1.74 3.94 8.78 15.02 18.98 25.52 32,7% 39.65% 47 .45

1/ Based on weighted average yields given in Anmex VII A.
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ANNEX VILII A
FARM INCOME ANALYSIS - ADA BROJECT Page 1 of 1
Handling Fleld Net
Yield Prod. Price Gross Gross Cost @ Ferti- Chemi- Oper, Total Cost/ Net BReturn
Crop % Ha, /Ha Qn. Qn, Return /Ha. $3/Qn. Seed 1lizer cals Cost Cost Ha. RBeturn /Ha,
PRESENT
Teff 38.96 1.7 10 17,0 25 425,00 250.00 34.00 231.87 185,50 251,37 147.88 173.63 102.14
Wheat 17.39 0.8 10 8.0 20 160,00 200,00 16,00 24.18 77,73 117.89 147.38 42,11 82.84
Haize 4.33 0.2 15 3.0 12 36.00 180,00 6.00 3.680 18.91 28.51 142.33 7.49 37.45
Barley 10.87 0.5 10 5,0 14 70.00 140.00 10,00 10.57 38,87 59.44 118.88 10.56 80,56
Sorghum 2,17 0.1 10 1.0 15 15.00 150,00 2,00 1.50 8,88 12,38 123,80 2,62 26.20
Chickpeas 19.86 0.9 ] 8.1 17 137.70 153.00 16,20 13.18 81.40 110,76 123.07 26.94 29.93
Broad Beans 68.53 0.3 8 2.4 14 33,60 112,00 4,80 5.38 23,17 33.35 111.17 0.23 0,83
Lentils 2,17 0.1 4 0.4 24 9.60 96.00 0.80 1.30 7.28 9,38 93.80 0.22 2.20
Total or
wt. ave, 4.6 886,90 192,80 89.80 91.54 441,74 623,08 135.45 263.82 57.33
WITH PROJECT: IMPROVED PRACTICES ONLY
Teff 1.7 17 28.9 23 722,30 425.00 58,00 30.60 73.00 185.50 347.10 204.18 375.40 220.82
Yheat 0.8 22 17.6 20 352,00 440.00 36.00 12.80 51.00 77.73 177.83 221.81 174.47 218.09
Maize 0.2 30 6,0 12 72,00 360,00 12,00 2,00 9.00 18.91 41.91 209.33 30.09 180.45
Barley 0.5 20 10.0 14 140,00 280,00 20,00 9,00 28.00 38.87 95,87 191,74 44,13 88.26
Sorghum 0.1 20 2.0 15 30,00 300,00 4,00 0.80 4,00 8.88 17.68 176.80 12,32 123.20
Chickpeas 0.9 13 11.7 17 198,90 221,00 24.00 12.60 18.00 84,00 138,60 154,00 60.30 67.00
Broad Beans 0.3 12 3.6 id 50.40 168.00 8.00 3.18 6.00 25.50 42,85 142,17 7.78 25,83
Lentils 0.1 8 0.8 24 19,20 192,00 2,00 1.20 3,00 2,00 10.00 18.20 182,00 1.00 10.00
Total or Ave, 4.6 1,585,00 344,37 164,00 72.15 168.00 26,00 449,39 26.601'-/ 906.14 196.99 678.86 147.58
WITH PROJECT: IMPROVED PRACTICEE PLUS CUSTOM MECHANIZATION
Teff 1.7 20 34.0 25 850.00 500,00 68,00 30.60 73.00 181.386 352,96 207.62 497.04 292,38
Vheat 0.8 25 20.0 20 400.00 590,00 40.00 12.80 51.00 97.34 201.14 251.42 196.86 248.58
Maize 0.2 35 7.0 12 84,00 420,00 14,00 2,00 9.00 14.98 39.98 199.80 44.04 220.20
Barley 0.5 22 11.0 14 154,00 308,00 22,00 9,00 28,00 56.34 115,34 230,68 38.68 77.32
Sorghum 0.1 22 2,2 15 33,00 330,00 4,00 0.80 4,00 11,38 20,18 201,80 12,82 128.20
Chickpeas 0.9 14 12.6 17 214.20 238,00 25,00 12.60 18.00 79.81 135,41 150.46 78.79 87.54
Broad Bsans 0,3 13 3.9 14 84.60 182,00 8.00 3.15 6.00 22.45 39.60 132.00 15,00 850,00
Lentils 0.1 8.5 8.5 24 20.40 204.00 2.00 1.20 3.00 200 4,87 12,87 128,70 7.853 75.30
Total or Ave, 4.6 1,810.20 393.52 183,00 72.15 168,00 28.00 468,31 73.451/ 990.91 215.42 819.29 178.11

1/ Interest on operating loan at 10%. Loan for operating cost includes seed, fertilizer, chemicals and machine custom hire
~ (field operation cost). 100% of cash costs loaned.

=
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Crop

Teft

Wheat

Maize

Barley

Sorghum

Chickpeas

Broad Beans

lentils
"~tal

Teff

Vheat

Maize

Barley

Sorghum

Chickpeas

Broad Beans

Lentils
Total

Teff

Wheat

Maize

Barley

Sorghum

Chickpeass

Broad Beans

Lentils
Total

Teflf

Vheat

Maise

Barley

Sorghum

Chickpess

Broad Beans

Lentils
Total

Tetf

Vheat

Maize

Barley

Sorghum

C(hickpeas

PBroad Beans

Lentils
Total

21,760
10,240
2,560
6,400
1,280
11,520
3,840
1,280
58,880

21,760
10,240
2,560
8,400
1,280
11,520
3,840
1,280
58,880

21,760
10,240
2,560
6,400
1,280
11,520
3,840
1,280
58,880

21,760
10,240
2,560
6,400
1,280
11,520
3,840
1,280
58,880

21,760
10,240
2,560
6,400
1,280
11,520
3,840
1,280
58,880

Ave, Prod.
Yld/Ha, Tons

10 21,760
10 10,240

15 3,840
10 6,400
10 1,280
9 10,368
8 3,072
4 512

10,15 22,086
10,13 10,384
15,225 3,888

10.15 6,496
10.15 1,299
--- 9,185 10,523
8,12 3,118
4.06 520

10,30 22,413
10.30 10,547

15.45 3,958
10.30 6,592
10.30 1,318
9,27 10,679
8.24 3,164
1.12 527

10,45 22,739

10.45 10,700
15.675 4,013
10.45 6,688
10.45 1,338
9.405 10,834
8.36 3,210
4.18 5356

10.61 23,087
10.61
15,913 4,074
10.61
10.61

10,863

6,790
1,358
9.549 11,000
8.488 3,289
4.244 543

Gross Total Net Farm
Return  Farm Cost Return
(E$ 000) (E$ 000) (E$ 000)
11,352.3 7,975.4 3,376.9
11,532.3 8,055.2 3,467,3
11,692.7 8,134.9 . 3,557.8
11,862.8 8,314.7 3,648.1
12,084.5 8,299.2 3,748.3

}_7 Assumiag 1.5% Increase Per Year in Production and 1% Incresse in Parm Costs
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Yer  Crop

6 Tef?

Wheat

Maize

Barley

Sorghum

Chickpeas

Broad Beaas

Lentils
Total

7 Teft
Wheat
Maize
Barley
Sorghum
Chickpeas
Brcad Beans
lentils
Total

8 Telf
Vheat
Maize
Barley
Sorghum
Chickpeas
Broad Beans
lentils
Total

9 Teff

Wheat

Maize

Barley

Sorghum

Chickpeas

Brosd Peans

lentils
Total

10 Teff
Wheat
Maize
Barley
Sorghus
Chickpeas
Broad Beans
1antils
Total

UlClAl!!l!lD
ANNEX VIII B
Page 2 0f 2

TOTAL FARX COSTS AND RETURNS WITHOUT PROJECT y

ALY R e B DL e e

Gross Total Net Fara
Ave. Prod. Return Fara Cost Return
Hs. Y1ld/Ha. Tons (E$ 000) (X8 000) (2$ 000)
21,760 10.77 23,438
10,240 10.77 11,028
2,560 16,138 4,136
6,400 10.77 6,893
1,280 10.77 1,379
11,520 9.693 11,1686
3,840 B8.618 3,309
1,280 4.308 381
58,880 12,326.1 8,382.1 3,844,0
21,760 10.92 23,784
10,240 10.93 11,192
2,360 16.39% 4,197
6,400 10,93 6,998
1,280 10.93 1,399
11,820 9.837 11,332
3,840 8.744 3,338
1,280 4,372 3560
58,880 12,408.0 8,461.9 3,946.1
21,760 11,09 24,132
10,240 11.09 11,336
2,560 16,633 4,259
6,400 11,09 7,098
1,280 11,09 1,420
11,520 9,981 11,498
3,840 8.872 3,407
1,280 4,436 568
58,880 12,590.0 8,549.6 4,040.4
21,760 11.26 24,502
10,240 11.26 11,530
2,360 16.89 4,324
8,400 11.28 7,206
1,280 11.26 1,441
11,520 10,134 11,674
3,840 9,008 3,459
1,280 4.504 577
58,880 12,782.7 8,637.4 4,145.3
21,760 11.43 24,873
10,240 11,43 12,847
2,560 17.145 4,389
6,400 11.43 7,313
1,280 11.43 1,463
11,520 10,287 11,851
3,840 9,144 3,511
1,280 4,572 583
58,880 13,204.2 8,717.1 4,487.1

1/ Assuming 1. 1

ncresse Per Year in Production sand 1% Increave in Farm Costs
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Yoar

Crop

Teif

Vheat

Maisze

Barley

Sorghum

Chickpeas

Broad Beans

Lentils
Total

Teff

Vheat

Maize

Barley

Sorghum

Chickpess

Pwoad Beans

Lentils
Total

Teff

Vheat

Maize

Barley

Sorghum

Chickpeas

Broad Beans

Lentils
Total

Teft

¥Yheat

Maize

Barley

Sorghum

Chickpeas

Broad Beans

lentils
Total

Teff

Yheat

Maize

Barley

Sorghum

Chickpess

Brond Beans

Lentile
Total

UNCLASSIFIRD
ANNEX VIII C
Page 1 of 2
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Gross Farm Mot
Prod. Return Costs Return
He.  _Toms  (X$ 000) (K§ 000)  (E§ 000)
21,760 22,157
10,240 10,529
2,560 3,934
6,400 6,546
1,280 1,310
11,530 10,476
3,840 3,108
1,280 523
58,880 11,571.8 8,083.2 3,508.6
21,760 22,867
10,240 10,966
2,560 4,084
6,400 6,784
1,280 1,357
11,520 10,734
3,840 3,189
1,280 542
58,880 11,761.3 8,151.0 3,640.3
21,760 24,182
10,240 11,897
2,560 4,391
6,400 7,276
1,280 1,456
11,520 11,166
3,840 3,328
1,280 580
58,880 12,388.4 8,391.4 3,997.0
21,760 25,766
10,240 13,046
2,560 4,764
6,400 7,879
1,280 1,575
11,520 11,661
3,840 3,489
1,280 627
58,880 13,164.3 8,704.2 4,460.1
21,760 27,328
10,3240 13,701
2,560 5,134
6,400 8,475
1,280 1,695
11,520 12,144
3,840 3,646
1,280 674
58,880 13,950,3 9,020.9 4,929.4

1/ Assuming 1.5% Increase Per Yesr in Production and 1% Increase in Farm
Costs W/0 Project.
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TOTAL FARM COSTS AND RETVRAKS WITH PROJECT ~

e et A e e

Gross Fara Yot
Prod. Return Costs Return
Yoar Crop Ha, Tons (x$ 000) (x$ 000) (g$ 000)
(] Tef? 21,760 28,884
Wheat 10,240 15,334
Msize 2,560 5,303
Barley 6,400 9,088
Sorghum 1,280 1,813
Chickpess 11,520 12,610
Broad Beans 3,840 3,800
Lentils 1,280 720
Total 58,880 14,761.4 9,346.9 3,414.5
7 Tetf 21,760 30,861
Yheat 10,240 16,827
Maixe 2,560 3,987
Barley 6,400 9,830
Sorghum 1,280 1,968
Chickpess 11,520 13,172
Broad Beans 3,840 3,987
lantils 1,280 780
Total 58,880 15,874.0 9©,794.3 6,079.7
8 Teff 21,760 32,865
Vheat 10,240 18,332
Maize 2,560 6,478
Barley 6,400 10,391
Sorghum 1,280 2,118
Chickpeas 11,520 13,716
Brosd Beans 3,840 4,169
lentils 1,200 838
Total 88,680 17,032,1 10,238.8 6,773.3
9 Teff 21,760 35,061
Vheat 10,240 19,981
NMaize 2,560 7,011
Barley 6,400 11,418
Sorghum 1,380 2,283
Chickpeas 11,520 14,284
Broad Beans 3,840 4,362
Lantils 1,280 801
Total 58,880 18,341.1 10,782.7 7,558.4
10 Teft 21,760 37,387
Yheat 10,240 21,678
Maine 2,360 7,569
- Barley 6,400 12,107
Sorghum 1,280 2,450
Chickpeas 11,520 14,843
Broad Besns 3,840 4,553
Lentils 1,280 964
Total 58,880 19,732.7 11,337.8 8,393.1
Y Assuming 1.5% Increase Per Year in Production and 1% Increase in

Far» Costs W/0 Project
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DETAILS O BE:RFIT/COST ANALYSIS (ETH.$ 000)
_ . Farm Farm Inczemental
Gross Gross _Incremental Project Current Current Fara * Incrementa
l'nm!, lovonuuz/ ™ Gress Inves t Curren Costs Cos':s Current Total
Year th Withoutl/ Revenues Cost - Costs- With Wi thout Costs Costs
-
1 11,871.8 11,3%2.3 219.5 '3,282.7 287.8 8,063.2 7,975.4 87.8 ' 3,658.3
3 11,7983.1 11,522.5 270.6 1,485.7 370.0 8,151.0 8,055.2 95.8 1,951.5
3 13,388.4 11,692.7 695.7 1,712.8 695.1 8,391.4 8,134.9 256.5 12,673.4
4 13,164.3 11,862.8 1,301.5 '1,638.1 847.2 8,704.2 8,214.7 489.5 2,974.8
8 13,960.3 12,044.5 1,905.8 1,511.8 891.9 9,020.9 8,299.2 721.7 3,125.4
[ 14,761.4 12,236.1 2,535.3 i1,027.0 9,346.9 8,382.1 964.8 1,991.8
7 18,874.0 _ 12,408.0 3,466.0 1 1,273.7 9,794.3 8,461.9 1,332.4 12,606.1
-8 17,032.1 ° 12,590.0 4,442.1 '1,393.L  10,258.8 8,549.6 1,709.2 - 3,102.6
» 18,341.1 12,782.7 5,558.4 11.559.3  10,782.7 -8,637.4 32,145.3 3,704.6
20 19,732.7 13,204.2 6,528.5 ‘1.731.2. 11,337.6 8,717.1 2,620.5 4,351.7
11 ’ ' 658.3 - - 3,278.8
12 . 3,278.8
= B’?‘fé'e
. ) - ) 3, 8
18 1,213.3 4,492.1
16 3.278.8
17
18
19
0
aa
3
23 N
24 ‘L ] : 4 ‘ : .
i _ . ”. ‘L, ‘L A 4 ‘J,’. \\ % N7
17 8ased on Annex VI C. ‘
-3/.ased on Annex vIII B. |
3/ Includes all investment, U.S. technical assistance and participant training; see Annex IV,
_v Consists of IEG personnel, maintenance on wells and roads, operating costs of offices sud vehicles,

and workinc capital; see Annex Iv.
</\ mtcuaat_nm
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DETATLS OF BENEFIT/COST ANALYSIS (ETH. $ 000)
&% 168 _
DIscounted Discounted Discounted Discounted

Year PWF Benefits. ™ Costs PWF Benefits Costs
1 .925 203.0 °  3,383.9 -862 189.2 3,153.5
2 857 230.4 1,672.4 .T43 199.7 1,449.9
3 -793 551.7 2,120.0 -6L40 4h5.2 1,710.9
4 .T35 956.6 2,186.5 552 718.4 1,642.1
5 .680 1,295.9 2,125.3 L476 907.2 1,487.7
6 .630 1,471.2 1,254.8 410 957.5 816.6
7 .583 2,020.7 1,519.4 .354 1,226.9 922.6
8 .54Q 2,398.7 1,675.4 305 .1,354.8 96,3
9 500 2,779.2 1,852.3 .262 1,456.3 970.6:
10 463 3,022.7 2,014.8 226 1,475.4 983.5
n 428 2,794.2 1,403.3 .195 1,273.1 639.4
12 <397 2,591.8 1,301.7 .168 - 1,096.8 550.8
13 367 2,396.0 1,203.3- 145 946.6 4754
1k .340 2,219.7 1,114.8 .125 816.1 L09.9.
15 .315 2,056.5 1,415.0 107 698.5 . 4Bo.7
16 .291 1,899.8 95h.1 .093 507.2 304.9
17 .270 1,762.7 885.3 .080 522.3 262.3
18 250 1,632.1 819.7 .069 450.5 226.2
19 .231 1,508.1 757 .4 .059 385.2 193.4
20 214 1,397.1 TOL.7 .051 332.9 167.2
21 .198 1,292.6 649.2 .Olils 287.3 144.3
22 .183 1,194.7 600.0 038 aha 1 124.6 -
23 .170 1,109.8 557 & ;032 208.9 164 -9
24 .1!5.2 1,025.0 zg?.gg oeﬁ ‘ 182.8 91.6
‘25 31 953.2 . .02 ' 156.7 - T8.%
~ To,763.% 33,101.2 - InI® 18,3382

‘B/C Retio: 1.23:1.00 B/C Ratio: . 0.93

UNCLASSIFIED
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ORGANIZATION CHART: ADA AGRICULTURAL DEVELOPMENT PROJECT
—— T A\ AGRICULTURAL DEVELOPMENT PROJECT
'PROJECT DIRECTOR
AND
DEPUTY DIRECTOR
Debre Zeit Center
] | | |
FINANCE AND SUPPLY AND EXTENSION SOILS AND
ACCOUNTI MG MARKETING CREDIT CROPS
DEPARTMENT DEPARTMENT
PURCHASING & SALES
AGENT
CENTERS 1 THRU 10
LOCAL FEWTERS
EXTENSION CREDIT PURCHASING AND MACHT NERY
DEPARTMENT SALES DEPARTMENT DEPARTMENT
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AID-DIC/P-982 ANNEX XI =
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MODEL

LEASE
TYPE I (ADA PROJECT)
RENT (1/3) or FIXED

'LEASE AGREEMENT
I. Lease of Land

I/We . landholder(s)

hereby lease to , ‘ tenant

the land described below:

Distript

Sub District

Balabat area

Chika shum

Description of parcel (if possible the approximate area of the parcel and suitable .-
marks of identification

II. Duration of ILease

This lease agreement shall beccme effective as of the da.te of its signing
and shall continue to run for five consecutive Years; provided however tha.t this
lease agreemen}; may be term:l.na.ted~ by elther df the parties .before the expl_f, of tl}e
lease period zstiptﬂ.ated for any of the iea.sons specified under Article VIII. |

EIE. Amount of Rent

~ The tenant shall, subject to.the provisions of Articles IV and V hereof, pay
1/3 of the gross produce of the ﬁhz;cel to the'],a.ndholder .
OR
The tenant shall, subject to the provisions of Article IVhereor, ray
Eth.$ , or quintals of | -gnd/or -
quintals of . . \DQ)‘




ANNEX XI
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Contributions llthe Landholder

(1) In addition to the land contained in the parcel above, the landholder advees
to contribute the following:

Draft animals

Farm implements

Seeds

Fertil'-evs

Services

At the following rates which the pa.i'ties agree to constitute the reasonsble rental

value of:
Draft animals $ » . or _ quintals of
Fé.rm implements $ or ' ) quinﬁa.ls of
Seeds . $ ~__or B quintals or

Provided however, the tenant may in any year provide any or all of the above contri-
butions himself, |

(2) The total amount of rent and the rental value of contributions payeble under:
| Articles 3 and 4 hereinsbove shall in no case exceed 50% of the gross prodﬁce, of the
parcel,

Contributions by the Tenant

The tenant may, prior to the division of the gross produce of the parcel a.ccgrd-?
ing to the maximum share rent under Article 2, _deduct fram the ~gross produce and ret&id,
for himself an amount of the produce equal to the cost of inputs such as ceeds and
fertilizers provided by him.

Pime of Payment of Rent and Other Comtributions

(1) The tenant shall pay the rent and the value of cantributions made by the‘ land-

holder on the day of vhich the parties agree to be

the normal date of the end of the threshing of crops >r within 30 days thereafter

W
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(2) The landholder shall give a receipt for the full or partial payment by the
tenant of any obligation indicating the amount paid, the date on which it was

made and the specific cbligation in satisfaction of which it was made.

VII. Place of Payment

(1) The tenant shall pey and the landholder shall collect the rent and the value of
any contributions made by him at the site of the farm.
‘(2) If delivery is effected at any place other than the site of the farm the tenant

shall be entitled to deduct fram the produce an smount equivalent to the cost of

such delivery.

VIII. Termination of lLease

This lease agreement may be terminated by written notificatlioh before the

time fixed in the lease for reasons emmerated herein below:

(1) by the mutual agreement of the landholder(s) and the tenant provided that
such agreement of terminatihg the lease is witnessed by the Project
Director or his duly authorized representative, or by two witnesses one
of whan shall be chosén by each party;.

(2) by either the la.ndholder‘(s') or the tenant where an illness affecting the
tenant prevents him from continuing the exploltation in a normal manner,
un_‘fess ths tenant's immediate family carry on satisfactory farm operations;

(3) 1if the tenant has failed to pay the remt within the time agreed upon wader
Article VI of this lease agreement and the landholdé'r(s) has given the
tenant a sixty days ndt;ceiwith copy to Ade Project Director, demanding

of the tenant to pay fhe rent as agreed upon;

‘/‘0
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(4) if the landholder(s), his/her spouse, child or grandchild sbove 16 years

of age intends to exploit the. holing by personal cultivation: provided
that the landholder(s) shall give at least two years notice,with copy to
Ada Project Director) to the tenant of his intention to seek terminatiom,
and provided further that the landholder(s) pays to the tenant a
disturbance compensation equivalent to the 1088 gustained by the tenant

by terminationm.

Compensation

Whenever and however the lease agreement is terminated, the tenant shall be
paid compensation for improvements ﬁ:ade on thé holding, equivalent to the

unexhausted value of the improvement at the time of termination.

Mutual Obligations of the Parties

(1) The parties hereto agree that this lease agreement constitutes the
entire agreement betwec_en them in respect to the matters contained herein
to the extent that sald agreement conforms to and does not contradict the
provisions of the Civil Code of 1960 and any other law governing agricul-
tural tenancy relationship. |

(2) The landholder agrees to warrant to the tenant the peaceful use and
enj;oyment of the parcel; and on his part, the tenant undertakes.to
pefrsonally (with family and hired labor) cultivate it.

Taxes
(1) The landholder alone shall be responsible for the payment of the land,
health and education taxes assessed on his land and the tax assessed on

the agricultural incame from the land,

A
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(2) In particular, the landhqldef shall not demand or collect from the
tenant, apart from rent and the reasonable rental value for his
contributions if any as fixed and determihed'in'Articlee 3'aﬁd 4

‘hereinabove, any payment in the form of -asrat or any other pay-

ment whatsoever in cash, kind or pefsonél services.

Dated this of the day 19
Thumbmark or signature of landholder Thumbmark or signature of tenant
Witness Witnesss



FINANCIAL CASH FLOW PROJECTION FUR THE ADA AGRICULTURAL DEVELOPMENT PROJECT

(U.8. $1,000)
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INFLOW OUTFLOW
TEG Repayment Repayment
Contri- Interest of Project Current of Cumulative

Year U,S, lLoan U,S, Grant bution Received Principal Fotal Investment Costs U8, Loen Toteal Balance Balance
B¢)) (€3] Q) (4) ) 6) (7 ® 9)

1 670,6 371.0 395.6 1437.2 1323.0 115,9 13.4 1452.3 -15,.1 -15,1

2 174.1 354,0 214,5 63 52,4 801.3 593,8 149,1 16.9 759,8 +41,5 4+26.4

3 271.,6 348,0 350,5 12.6 104.7 1087,4 690,3 280,1 22,3 992,7 94,7 121,11

4 255,9 334,0 411 .4 26,2 218,2 1243,7 660,2 341.4 27.4 1032,1 213,6 334,7

5 152.6 304,0 514,8 42,6 355,1 1369,1 609,3 359.5 30,5 999,3 369.% 704.5

6 413.9 59,9 499,1 972,9 413,9 30,5 444 .4 528,5 1233,0

7 513.3 79.3 661,0 1253.6 513.3 30,5 543.8 709.8 1842,.8

8 561,.6 105.8 881,.7 1549.1 561.6 30,5 . % 957,0 2899,.8

9 628,4 136.2 1134.9 1899,5 628.4 30,5 €58,9 1240,6 4140.4

10 697.7 173,2 1443.6 2314,5 697,7 30,5 728.,2 1586,3 5726,7

11 265,3 217.3 1810,8 2293,.4 265.3 77.8 333.1 1960,3 7687,0
(1) Pirst Year = 1972
(2) Off-shore procurement of machinery and equipment, fertilizer (lst 3 years), vehicles, grain storsge, one-half of IEG capital costs,
(3) U,S8, technicians, participant training, and commodities,
(4) Oue-half of capital costs plus recurrent costs (personnel, operstion and maintenance), and working capital except as noted in (3) above.
(5) Interv.. paid by farmers @ 12% of production loans, Hkeduced by 15% for loss in collections,
(6) Principal paid on production loans by farmers, Reduced by 15% for loss in collections,
(7) U.8, investment ( (1) + (2) ) plus one half IEG investment in offices and buildings, office equipment and furniture, transportation of

off-shore procured commodities, water d9velopment, roed construction,

{¥) IEG personnel cost, operation and maintenance, and working capital,
(9) Interest paid on U,S, loan first 10 years € 2% and amortized over next 30 years @ 3%.



PROJECT REPAYMENT CAPACITY TO RETIRE LOAN

(u.s., $1,000)

Payment
on Loan
to Ministry
Total Subtotal Finance Total Cunulative
Year Inflow Outflow e 1% Outflow Balance Balance
1) 1) (2)
1 1437.2 1453,5 6.7 1460,2 -23.0 -23,0
2 801,3 762,43 8.4 T170,7 +30,6 +7,.6
3 1087.4 996,2 11,2 1007.4 80,0 87,6
4 1245,7 1032,5 13,7 1046,2 199,5 287.1
5 1369,1 1002,8 15,2 1018,0 351.1 638,42
6 972,9 447,9 15,2 463,1 509,8 1148,0
7 1253,.6 547,3 15,2 562,5 691,1 1839,.1
8 1549,1 901.6 15,2 916,8 632,3 2471 .4
9 1899.5 968.4 15,2 983,6 915,9 3387,3
10 2314.5 731,7 15,2 746,9 1567.6 4954,9
11 2293.4 352,0 15,2 367.,2 1926,2 6881,1

(1) From Bheet 1

(2) To be negotiated.
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CERTIFICATION MBUANT‘I'O SECTION 611 (e) OF THE
FORBIGN ASSISTANCE ACT OF 1961, AS AMENIED

I, Roger Ernst, the principal officer of the Agency for
International Dv.velopment in !fhi.oph. having taken into account,
among other things, the maintenance .nnd utilization of projects in
Ethiopia previously financed or assisted by the United stnfes, do
hereby certify that in my judgment, Ethiopia has both tl":o financial
capability and the human rr.iources capability to effectively
implement, maintain and uiilize the capital assistance project,

Ada Agricultural Developme.at Project,’

I base the above judgment upon my conviction that the Imperial
Ethiopian Government is committed to the development of pessant agri-
ctulture, and on essurances received from the Government regarding the
provision of adequate financial resources and personnel to insure
successful implementation of this project. The record of tﬁé
IEG in lucc‘uful area .griculfural development proJectlilplonen-
‘tation is @emonstrated in the Chilalo (Bwedish) project. Also to
be noted 1is the fact of IBRD support for the Wolamo and Humera

mj.ct'o
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CAPITAL,ASSISTANCE LOAN AUTHORIZATY:

Provided from: Development Loan Funds
Ethiopia -~ Ada Agricultural Developuent Project

Pursuant to the authority vested in the Administrator of the Agency
for International Development (hereinafter called "A.1.D.") by the
Poreign Assistance Act of 1961, asmended, and the delegations of
authority issued thereunder, I hereby authorize the establishment of

& loan pursuant to Part I, Chapter 2, Title I,the Development Loan
Fund, to the Imperial Ethiopian Government (""Borrower'") of not to
exceed one million seven hundred thousand dollars ("1,300,000") to
assist in financing the foreign exchange and local costs of fertiliser,
farm machinery, other production inputs, storage facilities and .
Project vehicles and other goods and services for use by the Ada Agri-
cultural Development Project organization. This loan is subject to the
following terms and conditions:

1. Interest Rates and Terms of ﬁeplylent.

Borrower shall repay the loan to A.1.D. in U.8, dollars
within forty (40) years from the date of the first
disbursement under the loan, including a grace period
of not to exceed ten (10) years. Borrower shall pay to
A.I.D. interest at the rate of two percent (3%) per
anmnum during the grace period and three percemt (3%)
per annum thereafter.

3, Currency of Repayment.

Repayment of the loan and payment of interest shall be made
in United States dollars. '

3., Other Terms and Conditions

(a) Goods and services financed by the loan shall be procured.
from the U.S,, Ethiopis, and countries included in Code 9l1
of the A,I.D, Geographic Code Book.

(b) The loan shall be subject to such other terms and oonditioni
as A.1.D. may deem advisable. :

Assistant Administrator for Africa

Date

A





