'AIRCRAM

i/
/
[0

DISTRIBUTION
ACTION

OTHER AGENCY

Y
b,/{' g «
/l L
A el =
>
e

DEPARTMENT- ©p -OSA-Y ¢ 1y7Yg

___UKCLASS

CLASSIFICATION

DATF RECTD.

For each aridress check one ACTION INFO

C o
A

§2+40 05703

TO - n1p/u

S o

TOLLD &

DATE SENT
FROM - Manapua YRR N
SUBJECT - HONCAPITAL PLQJECT PAPER (PROP)

REFERENCE -

- Project Title: Agricultural Reform and Tevelopuent (f‘ 5
(Production und piversification} \\:J:}
Country: 1LIGAULCUA Troject io.:  32%=11-1%.0=57.3 T
Submissiou late: Vebruary 136 Uviginal _ 20 ncvision [Q. ..
U.5. Ubligation Span: IY-1J07 thwouph FY=-1U71
Thysical Iwnlementation Lpau: L¥=1 it through Fy=-1472

Gross Life of Project iinancial requircuents:

U.S I.olla-s ..Ol..IB.GO......................$ 71‘2"-"-;“»)

Cooperating Country Cash Contribution ........ (in~kinG)

6D e eaNOCEDOO0B0ODS®OCO0ODOEO6O0O0NRSQ OSSO

Gther onor

————y - e b v

FUTAL VAT IV

PAGE PAGES
_ N O S

DRAFTED BY OFrICE PHONE NO.[ DATE APPHOVED BY:

Ctioone/sh IRV 212764 m‘,:L.)Coy (.-ct m:,;
AD AND O1HTR CLEARANCES - T o T
LEYILY :BRX Dillorrissey

[XUL 2% 0 v ‘t v N "‘. r
PEVELYE :ChJolmson o UCLABETIIRL

I8 L ullh /\'MH
AID.5.39 (9-62) (Do not type heiow this hue ) PRINTED 3.6,

\



MANAGUA TOAID A 245 UNCLASSIFIED 2 6

A, Suspary

It ie urgent that Nicaragua tale the necessary measures required to increase
food production. An cxpanded program of appiied research is essential in this
undertaking. Such an activity will strengthen the expanded rural credit, irrigation,
land titling, and other agricultural programs now in progress.

The applied research progran will assist Nicsragua in achievimg increascd
food production at the rate of about five percent par annum cover the short run, re-
duce import requirements and contribute to diversffication. This will reduce the
dependence of the econcmy on ¢wo principal export crops, cotton and coffee. Applied
research will be initiated in FY-1960 that will contribute to the expansion of
rice production on lerge tracts of lamd believed to be well suited for this purposc.
Corn, sorghum, forage crops, pork and milk production will also receive intensive
attention, Forage improvement is vital to improving the efficiency of beef and
milk production, both important eiemente of the economy. Furthermore, tic iLy~pro-
ducts of the expanded rice industry together with expanded corn and soryphum pro-
duction will contribute to improving pork poultry and milk production.

Funding shown in Table I will be used to finance resident contract teche
nicians, backstopping and aupport cozts, short-term consultants, and puarticipant
trafning., Total USAID allocationz over the four year period amount to 5710,000,
It is anticipated that three resident technicians will be required for the first
two years and that the number will be reduced in the third and fourth years.
Exact phasing will be determined on the basis of initial experience.

The Mianistry of Agriculture budget for 1963 centains $654,000 for its re-
search and experiment section, about $165,000 of which i: cstiwated to be ia direct
support of this project. The GON will be expected to iacrease its budget for re-
¢ earch activity by approximately $200,000 per year, so that at the end of the pro-
Ject /ihd3osuppents will be deuliz double xodk what it was at the begilnning.

this budget
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B, Setting

As is common through Central Auerica, the agricultural sector has been the most
important factor in Nicaragua's economy. In 1966 this sector employed 577 of the
work force, produced 307 of the GIP and 67% of export earnings.

There is however, & distinct technologlcal dualisw in Nicarapua's agricultural
sector. The cultivetion of export crops, particularly cotton, is Lased on modern
production practices and is highly productive. For example, in 1900, 157 of the
mechanical power, 96% of the insecticides and 537 of the fertilizer used in the country
wvas devoted to the production of cotten. In contrazt, exceedingly small holdings,
primitive cultivation, and soil manageuent methods, and therefore very low productivity,
characterize operations of the appreximately 75,000 subsistence farmers, who azusruxm
accocnt for the bulk of food production.

As a vesult, Nicaragua is presently experiencing a period where domestic demand
is exceeding the rate cf incrcase of food crop production, resultiug in requirenents
to import comsiderable quantities of rice, corn and beans. A gimilar situation
existe for Central America as a whole. The production of food crops must Le expanded
not only for the purpose of providing more adequate diets for the {ncreasin; population
but also for export, since thc cutlook for further increases in exports o’ cotton and
coffee, which have provided the chief fmpetus for recent economic growth, ave not
bright.

The various GON agencies concerned with the agricultural sector are steadily
increasing their capacity to provide iand titling, extension, credit, marketing,
and storage services. ilowaver, there is an acute shortage of highly qualified skilled
agricultural technicians, and the capacity to supply technical assistance and credit
to farmers is rapidly surpassing the rate of development of new techniques desirued
to improve the ef{ficiency of food productiocn. Tihere 15 a need to intensify and expand
applied research related to improved animal nutrition, varietsl iciprovement, rate
and kind of ifertilizer application, fmscct and pest control, This is essential in
order to expand the production of food and feed beyond the rate of population growth.
&\ nore coumplete description of the agricultural sector mey be found in the FY-104)
Progra:x llemorandum, pages 13 to 31,

C. Strateyy

iwith the partial cxception of extention scrvices, the recent expamsion of agrice
ultural services has been carried out almost exclusively by autonomous governmental
aiencies - KKE the National Bank, INFONAC, the Agrarian Reform Institute, INCEI,
end even the Central Dank. The budget and scale of activities of the Ministry of
Agriculture hLave remained stagnant. As a result, the role of the Ministry as the
central, coordinating body for the agricultural sector has been weakened, and those
arcas for which it has primary responsibility, such as appliied reasearch, have become
bottlenecks to faster agricultural develcpment,
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This project wiil be used to expand thue applied recearch activities of the
Ministry of Agriculture, improve its orpanization:l structuge aud aduinistrative
capacity and train Nicarajuan tcchnicians in the conduct of applied agricultural
research aimed at overcoming many of the shortcomings now hamperin, production.

The Ministry of Agriculturc, which haa @ smail steff of agriculturists presently
working on similar programs is a fogical location for activities of this nature.
The need is for perscnnnl with broed experience tw advise, pguide and provide nev ideas
and modern techoiques tha: viill veswit in @ more rapld agricuitural prowti, Fxpanded
programs to be desigand sind implemwnted wiil be aimed at resolviny the principal
food produckion probinins confronting <he producers .,

The project will complement asd eahspce fhe effectiveness of the relared prograns
of Imstitutional Pevelopmzat and Tiriietion Development thot the Ministry of Agrice
ulture is carrying out with AID assistance. Xt will alsv compiement our assistance
to IAN and the National Rank as well as financiel and cechmical assistance being pro-
vided the agricultural sector by the InG, FAO, and other sources.

D. Fargeks

The objective of this activity $s (o assist the Ministry of Agriculture to expand
ad upgrade the quality of applied regsarch work beimg undertaken on the ma jor food
crops and livestoclk produced in Wicaragus for both internal congumpt 4on and export.
This work will be carried cut én existing sxpaximex experiment stations and on
cooperating farms in areas whera the greacest potential for expanding food product-
ion exists. Efforts will be concentrated on expspding the production of rice, corn,
sorghum, pork, milk and forage. New methods and tachaiques will! be developed and
made available in such a vay thet agricultural extemsion agenta and credit supervisors
can et the newly deveiopsd informaticn to the farmers in ths shortest period of
time possible. Recommendations will be developed on vays to improve the production
of these commodities and techniques for doing so under the conditions exiating in
the various climatic amd geil conditicns throughout the country.

These efforts will contribute o waling food production more profitable and
shiould serve to decreass interest 4n ni: «lamour craps consisting of cotton and coffee.
Lilkevise, if auccessful, these activitice il shorten the period required for
Nicaragua to produce ita incernal foeod requiremsnts, improve levels of nutrition,
increase employment oppertunity, and have considerable quantities of food X pro-
ducts to sell to ite Central American neightbors 2a well as sbroad.

Efforts will slao be fntensified to develiop new creps and animal rations adapted
to production and use in Centrel Ameriia for which there is an active demand for both
internal and extarnsi use.

An important long-range tarpget is to strengthen the role of the Ministry of
Agriculture through incressing the copacity and capabilities of i{ts staff of teche
nical personnel. This would more adequately eaquip them to continue the program on
2 continuing baais.
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E. Course of Action

Asaistance provided through this project will make it possible for the Ministry
of Agriculzure to enter into an agreoment with a US university {rom which the desired
technical services can be obtafued. This will involve a Project Agreement between
USAID and the Ministry of Agrienlture in the suocwnt of $200,000 of FY-1968 funds
to cover the costs of thres vesideat parvscauci (Two aproncaists and one anfmal sclentise)
for the first twelve meaths of the conirac? period togetber with backstopping, short-
term specialista snd support costsa.

Prelimfinary discusaions have beun hald bedween the Miniatry of Agriculture, USALD
and Louisiana State University. LSU naz stated thet it hes the capacity and is intereste
in assisting the Mindsetry in cofs undertakivg . Yorcthermove, the G0N bas requested that
LSU be contacted o assist it witn expanding 475 food production. It ic anticipated
that a project agreement will De signed bmtuesn the Minfstry of Agriculture aud ALID
during the month of Februsry and the? a conkrart between the Ministry of Agriculture
and LSU will be comsuamated fn iarch. This stould mske 4% pessible for LEU resident
technicians to arrive fx Nicarague by latoe Apzil, and be able to start to work ime
mediately. This will eneble thenm to get vork mndarvay for fhe 1908 crop year aad
have the results of cheir expericnia vvady for releses to formers before they plant
their 1969 crop.

Three to five years wiil be vequired for this program tc have a lasting impact
on Nicaraguan egriculture. This perfod of ¢ime will contributz to training a larger
number of Nicaraguans in their respactive spaciaitias, increase their capacity for
CITTYLGE SUl SpPpiisd agricuiiagal reseorch and jfigprove rmsearch techniques. Research
activities of the meture suvisicnad, o on offective, uust be corried out on a
continuing basiz over a poried of yeowrs. Furthormorsn, this period of &ime will make it
possible to improve tnoe crpaniz@%fon and adaindstratien aspects of the ayricultural
research program.
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