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1. 	 CONDITIONS OF APPROVAL 

This Project Paper Revision 2 provides an interim extension of eight months to per

mit an external review of the project prior to consideration of a further 25 month
 

funding extension. Funding is approved only for FY 76.
 

Ref. Action Memorandum for the Deputy Administrator, dated March 12, 1976
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::.TAR, MAR 17 176 

IION MEMORANDUM FOR THE DEPUTY ADMI NI STRATOR 

THRU: ES
 

FROM: AA/TA, Curt rar
 

Problem: An Informal commitment is required to assure the University of
 
North Carolina that subcontract costs of INCAP local employees In Guatemala
 
will be reimbursed from March 19, 1976 until the date of the contract
 
extension or termination if the attached memorandum is disapproved.
 

Discussion: The attached memorandum, requesting approval of an eight
month interim funding extension of the Food Waste/Sanitation Cost Benefit
 
Methodology project, has been submitted for your consideration. Since the
 
submission of this memorandum, we have been Informed by the contractor,
 
the University of North Carolina, that commitment to the subcontractor
 
(INCAP) is required by March 19, or INCAP will have to terminate local
 
employees In Guatemala.
 

We had anticipated that the processing of the required documents to extend
 
UNC's contract would be completed by the expiration date of March 31, 1976.
 
We had not taken Into account INCAP's needs for funding of local employees
 
prior to that date. We, therefore, need an Informal commitment to provide
 
UNC evidence that at least another 30 days of project funding will be provided.
 

Recommendation: That you approve an informal commitment to the University of
 
North Carolina that funds, not to exceed $35,000, will be provided for the INCAP
 
subcontract without a lapse incoverage pending contract revision to reflect
 
your decision on extension or termination.
 

Attachment:
 

Action Memorandum from Farrar to Murphy, dated
 
March 12, 1976.
 

Approval:
 

Disapproval:__________
 

Clearances:
 

GC:CLGladson ,
 

GC/TFHA:ARRichsteln 


TA/ Neman:TA/PPU: EC.lceo :3177 
,



ACTION MEMORANDUM FOR THE DEPUTY ADMINIST4ATOR 	 MAR 12 1976 

THRU: ES 

THKU: AA/PPC, Mr. Philip Birnbaum 

FROM: AA/TA, Curtis Farrar9
 

SUBJECT: 	 Food Waste/Sanitation Cost Benefit Methodology Project
 
Extension
 

Problem: 
An eight month interim funding extension is requested, from
 
March 31, 1976 through November 30, 1976, for the Food Waste/Sanitation
 
Cost Benefit Methodology project to allow time for an external evaluation
 
prior to consideration of revision and further extension, from
 
November 30, 1976 to December 31, 1978, of this project.
 

Discussion: This project is field testing a methodology for determining the
 
cost effectiveness of a community potable water supply, improved waste
 
disposal and sanitation education in reducing food waste attributable to
 
intestinal'malabsorption. 
 The prime contractor is the University of North
 
Carolina (UNC), which is implementing the major portion of the activity

through a subcontract with the Nutrition Institute of Central America and
 
Panama (INCAP). 
 The site of the field testing is in Guatemala.
 
The Government of Guatemala has actively participated in site selection,
 
provided a water reservoir, water intake mains and the primary water
 
distribution system in the test community. 
Two rural Guatemalan
 
communities are the subjects of the field trial. 
Of these,
 
one has been improved with respect to the environmental sanitation
 
measures being tested and the other is 
an unaltered control community.

All inputs that are expected to be required for accomplishment of the 
projects purpose 
- piped potable water to individual homes, installation 
of latrines and provision of health education - are either now in place 
or in process of being installed. 

In FY 1969, AID approved a pre-project authorization and contracted 
with the University of North Carolina to develop and field test the 
methodology. The project was designed in four phases. Phase I, called 
for literature review and development of a methodology which has been
 
completed (funded in FY 69); Phage II, field testing in Guatemala for
 
three years (funded in FY 71); Phase III, a workshop to review the 
results of the pilot study; and Phase IV, consideration of future
 
application of a modified methodology in another LDC.
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In June 1972, the current Project Paper (PROP) was approved pro
viding FY 1972 funding and approving conditionally,.subject to the
 
findings of an external review teamu the redesign of Phase II to
 
incorporate provision and testing of nutrient supplements (Food
 
for Peace Title II commodities) in both the test and control villages.
 
The revision extended the life of the project through FY 1977 and
 
funding through FY 1975, and increased the total cost to $1,153,000.
 
Funding' for the final two years was to be provided through PROP amendment.
 
The axternal review team findings (February 1973) supported the
 
project, concluding that provided the timetable for sanitary works
 
was adhered to strictly and efforts to affect individual sanitary
 
behavior were successful, the project would be likely to produce useful
 
measurements of the degree to which food wastage via malabsorption
 
is affected by sanitary measures.
 

During the period 1972-1975, the project operations, impeded by a
 
series of unusual events, fell considerably behind schedule and un
anticipated increases in cost resulted in actual obligations totalling
 
$1,218,000. This represented only a 6% increase for the approved
 
project period but has substantial implications for the remaining period
 
through project completion.
 

Progress ias interrupted when a falling tree demolished the testing
 
laboratory; and the key technician in the nitrogen testing laboratory
 
died of a heart attack. The laboratory had to be rebuilt and
 
a new key technician oriented to the job. Completion-of installation
 
of the treated water supply was delayed about six months, from June 1973
 
to January 1974. This was due partially to honoring the Government of
 
Guatemala's request for 4 dedication ceremony to be held in September
 
1973, and subsequently to the failure of the U.S. suppliers to provide
 
proper connections for the chlorination of the system. The villages
 
have been slow to accept the use of latrines; and additional health educa
tors have been needed.
 

Funding costs for completion of the project have increased substantially
 
not only because of the delays but also because of unanticipated
 
requirements. In 1972, when the project began it is doubtful that anyone
 
would have foreseen the 50Z i;flationary increases in Guatemala, increased
 
travel costs, the U.S. dollar devaluation and the two United Nations salary
 
increases for the INCAP staff, all of which have contributed to the increased
 
cost of the project.
 

Increased requirements for data management and analysis have added to
 
delays and higher cost.
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A new. and as yet unassessed, disruption to project activities is the
 

recent earthquake in Cuatemala. While the site of the project lies
 
outside the earthquake area, INCAP in Guatemala City has reportedly
 
sustained damage to its laboratories. The extent that INCAP personnel
 
working'on the project might be called upon to help their families
 
and people in other areas and the limitation on commodities and
 
transportation is not likely to be known for some while.
 

In the last annual internal evaluation, (PAR dated.May 1975) the review
 
team recommended a revision and extension of the project to December
 

1978 (funding through FY 1978) with a modified implementation schedule
 
in view of the delays the project had experienced, a deletion of the
 
nutrient supplement from future planning because of the unavailability
 
of P.L. 480 Title II commodities, and additional funding. The
 
evaluation team concluded that the project continues to be regarded
 
as being technically feasible and the work plan to be appropriate
 
for accomplishment of the project purpose.
 

In the FY 7,7 ABS review a proposed revision and three year extension
 
to compieti the project was considered. This would add $1,117,000
 
to the previous cost of.the project for a total of $2,335,000.
 

O
The FY..77. Cdi'ressionalr Presentation.includes* $435,000. i FY,76; and
 
$450,000 in FY 77 for the proposed revised project."
 

A draft project paper (PP) has been prepared and reviewed within TAB.
 
A number of issues have been proposed for further review. These include
 
the need to reconsider the major assumptions made at the outset in light
 
of experience accumulated to date, whether a simplified model for expressing
 
relationship between sanitary interventions and cost benefits from
 
reduction in food malabsorption is realistic and practical, and whether
 
the project could be terminated at an earlier date and lower cost and still
 
achieve scientifically acceptable, albeit more modest, results.
 

The outcome of these discussions was general agreement that this was an
 

appropriate time for another external review prior to further revision or
 

extension. To accommodate the outside review, the PP revision and approval
 

process, I am requesting your approval of an eight month interilR extension
 

of the present PROP at the current level of activity. Based on FY 1975
 
obligations an eight month extension would require $280,000 at the rate
 
of $35,000 per month or roughly $300,000 including funds for the external
 

review. The contract with the University of North Carolina, which expires
 

March 31, 1976, would then be extended to November 30, 1976.
 

Funds for this project are included in the "Environmental Health" Grant
 

Activity Data Sheet, p. 41 of the FY 76 CP Interregional Book.
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I expect the external review team to assess what scientifically useful
 

knowledge will have been acquired if the project is.terminated 
at the
 

end of the eight-month interim extenuion as contrasted 
to the results
 

which night be gained if the project Is extended, as proposed, through 

December 1978, at an additional cost of around $800,000. 

for major action, during the eight-month extension calls
The schedule 

revision of PP ready
for completion of the external review by Hay 31; 

by July 1; AID internal reviews finished in August; and PP processed for
 

Subject to your approval of the PP revision,
your approval in September. 

documents would be prepared for reservation of FY 77 

funds by October
 

and negotiations of the contract with North Carolina 
completed in
 

November.
 

I view the eight-month extension as a reasonable period 
of time for an
 

orderly review, processing the PP and negotiating with 
thecontractor.
 

It takes into consideration the uncertainties caused 
by the earthquake in
 

Guatemala and the availability of FY 1977 funds for any extension which
 

might result from the recommendations of the external review.
 

That you approve an eight-month extension at $300,000 by

Recommendation: 


By August, a project revision and
 signing the, attached PROP, Tab A. 


extension 4ill have been developed taking into consideration 
the results
 

of the externaL review.:. At that time; we will recommend 
either -an exten

sion or an orderly phase out of the project.
 

Attachment 

PROP - Food Waste/Sanitation Cost Benefit Methodology
 

Clearances:
 
GC, WWarren
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GC/TF&HA, ARRicha 

AA/TA, CFarrar
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LA/DR, Robert Simpson 97 
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