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Mr. Jack Shelton
 
President
 
American Breeders Service Division
 
W.R. Grace Company
 
6908 River Road
 
DeForest, WI 53532
 

Subject: Grant No. EUR-0024-G-00-2021-00
 

Dear Mr. Shelton:
 

Pursuant to the authority contained in the Foreign Assistance

Act of 1961, as amended, and the Federal Grant and Cooperative
Agreement Act of 1977, the Agency for International Development
(hereinafter referred to as "A.I.D.") hereby grants to the
American Breeders Service (hereinafter referred to as "ABS" or
"Grantee") the of Five Hundredsum Thousand Dollars ($500,000)
to provide support to ABS's program to Modernize and Privatize
the Artificial Insemination and Breeding Program in Poland as
described in the Program Description of this Grant. 

This Grant is effective March 26, 1992 and obligation of
$500,000 is made as of the date of this letter and shall apply
to commitments made by the Grantee in furtherance of program
objectives from March 26, 1992 through March 31, 1994. Subject
to the Availability of Funds, an additional $264,144 may be

provided to the Grantee to fully fund the total estimated 
program cost of $764,144. Under no circumstances shall the

Grantee expend funds over the amount obligated in this
document. Funds disbursed by AID but uncommitted by the
Grantee at the completion of this period shall be refunded to 
AID.
 

This Grant is made 2o ABS on condition that the funds will be
administered in accordance with the terms and conditions setas
forth in Attachment 1, "Schedule", Attachment 2, "Program
Description", and Attachment 3, "Standard Provisions", and 
Attachment 4, "FAR Part 31", all of which have been agreed to
 
by your organization.
 

320 ThE'TY-FST SmET, N.W., WASHINGTON, D.C. 20523 
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Please acknowledge receipt of this Grant by signing the
 
original and all copies in the space provided below, retaining
 
one copy for your files, and returning the original and
 
remaining copies to the Office of Procurement. 

Sincerely,
 

Stephen A. Dean
 
Grant Officer
 
Chief, Division A -

Office of Procurement
 

ACKNOWLEDGED
 

BY: AMERIC DERS SERVICE DIVISION/W.R. GRACE COMPANY
 

NAME: 

TITLE: ,2-W,-

DATE: 

FISCAL DATA 

SOURCE OF FUNDS: EUR/DR 
PROJECT NO.: 180-0024 
PIO/T NO.: 180-0024-3-262-2240 
APPROPRIATION SYMBOL: 72-IlX1olo 
BUDGET PLAN CODE: QAIX-92-32180-KG12 
ALLOTMENT NO.: 184-62-180-00-69-21 
AMOUNT: $ 500,000 

DUNS NO.: 00-136-7846
 
TIN: 13-5114230
 



,TTACMfMVI - SCHEDULE 

A. Purpose 

The purpose of this Grant is to support the American 
Breeders Service program to Modernize and Privatize the 
Artificial Insemination and Breeding Program in Poland as

described in the Program Description of this Grant. 

B. Period of Grant
 

1. This Grant is effective as of March 26, 1992 and shall
 
apply to commitments made by the Grantee in furthera~ice of 
program objectives from the effective date through the 
estimated completion date March 31, 1994. 

2. Funds obligated hereunder are available for program
 
expenditures for the estimated period March 26, 1992
 
through March 31, 1993.
 

C. Amount of Grant and Payment 

1. The total estimated amount of this Grant for the period
 
shown in Section B.1 above is $764,144.
 

2. AID hereby obligates the amount of $500,000 for program

expenditures during the period set forth in Section B.2
 
above.
 

3. Payment shall be made to the Grantee in accordance with 
procedures set forth in Attachment 3 - Additional Standard 
Provision 3, entitled "Payment - Cost Reimbursement." 

4. Original copies of requests for payment should be sent
 
to:
 

Agency for International Development
 
Office of Financial Management


Cash Management & Payment Division
 
FM/CMP, Room 700, SA-2
 

Washington, D.C. 20523-0209
 

D. Budget
 

The following reflects the budget for this Grant. The 
Grantee may not exceed the total estimated amount or the 
obligated amount, whichever is less. 
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implementation plan outlining benchmarks to be used for
 

ESTIMATED BUDGET 

COST ELEMENT TOTAL 

Administrative Expenses 
Training Expenses
Overhead (Provisional 31.2736%) 

$ 71,994 
510,106 
182,044 

Total $ 764,144 

E. Program Reports 

The Grantee will submit for review and comment an 

measuring progress. 
This report will be submitted-sixty

(60) days after the award of this Grant.
 

In addition, the Grantee will provide five (5) copies of a
quarterly status report to the AID Project Officer and one

(1) copy to the AID Representative in Warsaw. These
 
reports will include information related to number of
 
persons trained, duration and type of training, and

summaries of trainees' evaluations. In addition, the
 
reports should include 1) data on progress towards the
operation's fiscal independence from government subsidies;

2) data on the economic and social implications of Olecko's

restructuring on the local community; and any other
 
information agreed to by the Grantee and the Project

Officer.
 

At the completion of the Grant, the Grantee will submit a
final report on Grant Activities. In addition to the items
 
contained in the quarterly reports, the Final report will

include an etaluation of each activity, conclusions,

recommendati ns, and lessons learned.
 

The Grantee 
'ill also conduct an annual debriefing with

AID/Washin-;,n staff and ABS Domestic/In-Country Staff.
 

F. Financial i.eporting
 

1. Financ: :Al reporting requirements shall be in accordance

with the 7,dditional Standard Provision of this Grant
 
entitlee, APayment - Cost Reimbursement".
 

2. The ':iginal and two copies of all financial reports

shall 'f submitted to AID, Office of Financial Management,

Progrzi 
Accounting and Finance Division, Washington, In.C.

20523. In addition, three copies of all financial re, 's

shall be submitted to the Project Officer.
 

LI 
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G. Indirect Cost Rates
 

Pursuant to the Standard Provision of this Grant Agreemententitled "Negotiated Ind:.rect Cost Rates - Provisional," an
indirect cost rate or rates shall be established for each
of the Recipient's accounting periods which apply to thisCooperative Agreement. rending establishment of final or
revised provisional indixect cost rates, provisional
payments on account of allowable indirect costs shall be
made on the basis of the following negotiated provisional
rate(s) applied to the base(s) which is (are) set forth
 
below: 

Type Rate Base 

Overhead 31.27% 1/ 

1/ Base of Application: Subtotal Costs 

H. Limitation on Use of Funds 

The Grantee shall not utilize funds provided by A.I.D. for
 
any testing or breeding feasibility study, variety

improvement or introduction, consultancy, publication,

conference or training in connection with the growth or
production in countries c-.her than the United States of anagricultural commodity fc) export which would compete with a similar commodity grown or produced in the United States. 

The reports described above shall contain a statement
indicating the projects or activities to which United
States funds have been attributed, together with a brief
description of the activities adequate to show that UnitedStates funds have not been used for the purpose stated 
above. 

The Grantee agrees to refund to A.I.D. upon request anamount equal to any United States funds used for the 
purposes prohibited by Section 1I.6.(a) above.
 

I. Special Provisions
 

1. For the purposes of this Grant, references to "OMB
Circular A-122" in the Standard Provisions of this Grant

shall be replaced with "FAR Part 31, Contract Cost

Principles and Procedures" and subpart 731.7 of the AID
Acquisition Regulations (AIDAR) (41 CFR Chapter 7). As aCommercial Entity, ABS/W.R. Grace Company are bound to
 
these cost principles and procedures when receiving

assistance.
 

L(
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2. Inclusion of costs in the budget of this Grant for the
 
purchase of nonexpendable equipment does not obviate the
 
requirement that Grant Officare approval be obtained for
 
any purchases of non-expendable equipment with a unit cost 
over $500. No non-expendable equipment purchases are 
approved at this time. Requests for approval shall be sent
 
to: 

AGENCY FOR INTERNATIONAL DEVELOPMENT
 
FA/OP/A/EE, MS. DIANE MILLER
 

ROOM 1522. SA-14
 
WASHINGTON, D.C. 20523-1427
 

3. The following Additional Standard Provisions, marked
 
with an (X), shall be applicable to this Grant:
 

Additional Standard Provisions For U.S.. Nongovernmental
 
Grantees
 

( ) 	 Payment - Letter of Credit (November 1985)
( ) 	 Payment - Periodic Advance (January 1988)
( X ) 	 Payment - Cost Reimbursement (November 1985)
( X ) 	 Air Travel and Transportation (November 1985)
( X ) 	 Ocean Shipment of Goods (May 1986)

( X ) 	 Procurement of Goods and Services (November 1985)
( X ) 	 AID Eligibility Rules for Goods and Services
 

(November 	 1985)
( X ) 	 Subagreements (November 1985)
( X ) Local Cost Financing (November 1988)
( ) Patent Rights (November 1985)
( ) Publications (November 1985)
( ) Negotiated Indirect Cost Rates - Predetermined 

(May 1986)
( 	X ) Negotiated Indirect Cost Rates - Provisional (May 

1986)
( X ) 	 Regulations Governing Employees (November 1985)
( X ) Participant Training (May 1986)
( ) Voluntary Population Planning (August 1986)
( ) Protection of the Individual as a Research 

Subject (November 1985)
( ) Care of Laboratory Animals (November 1985)
( ) Government Furnished Excess Personal Property

(November 1985)
( 	X ) Title To and Use of Property (Grantee Title)

(November 1985)
( ) Title To and Care of Property (U.S. Government 

Title) (November 1985)

( ) Title To and Care of Property (Cooperating


Country Title) (November 1985)

( ) Cost Sharing (Matching) (November 1985)

( X ) 	 Use of Pouch Facilities (November 1985)
( 	X ) Conversion of United States Dollars to Local 

Currency (November 1985) 



ATTACHMENT 2 - PROGRAM DESCRIPTION 

PROPOSAL TO MODERNIZ AND MRRVAflZ 
I= ARTIFIL INSEMD4TON 

AND BREEDING INDUSTRY IN POLAND 

Submitte by
 
America Breedem Sevice/W. IL Gmae & C4.
and 

The ovme11 of Polad/Wni of AVImhre 

The Govem= of Polad bm requested tht the Amain Breeden Serce 
rovi assista in ts effor totsmoda nize rtva* f I d p i bee in z . T R 

requet st fro tbcgovernmeds t of th uniqul " r Mode 
of~haezfl9 pandi okW dut in mem ulmaey gett
make tbefr Own diice This prjct propoWa bu-been de"eoe onl ya
with the ful partidpaxjon of the-Polish Forme 



Priscilla N Myerson. Associate DOrecvr 

Government Marketing 

GW. R.Grace & Co. 

919 18th Street. N.W 
Washington, D.C. 20006 

(202) 628-6424 

November 18, 1991
 

Dr. Carol C. Adelman
 
Assistant Administrator
 
Agency for International Development
 
320 21st Street NW
 
Washington, D.C. 20523
 

Dear Dr. Adelman, 

Enclosed is the revised version of the unsolicited 
proposal submitted by American Breeders Service on behalf 
of the Government of Poland to Modernize and Privatize 
the Artificial Insemination and Breeding Industry in 
Poland. 

We appreciate Dr. James Snell's assistance in
 
revising this proposal to meet the funding and 
legislative requirements of A.I.D. We believe that we 
can provide the Polish government technical advice and 
assistance to restructure and privatize their artificial 
insemination industry and make the difficult move to a
 
market based economy. We look forward to being able to 
work directly with the Poles to help them develop an 
efficient entrepreneurial distribution network. 

We will be pleased to provide your office whatever 
additional assistance is needed to facilitate the 
approval of this project. As no doubt Dr. Snell has 
informed you, the Poles would like to begin the project
in January 1992 so that they may make the optimum
breeding decisions for the year, and while he has 
explained that this will not be feasible, the Poles would 
appreciate a decision as soon as possible. 

Sincerely,
 

cc: John Becker w/attachment
 



LsUMMY~ R10 EMlIN 
The goal of the proposed project is: 

L To m m Polands governmnemloye imnemingots into private 
pnreneu who will provide bovine gewtics d genedt ,,, gement 

to fanmers in Poland. 

2. 	 To help t Polish government move toward &market economy by 
ernizng and privatidng the operztion of the AtifieW bemitol 

and Breeding Station at Oleco as a demn sa-- project for the 
F"Vantilon of the industry. 

Specific project objectives are: 

A. 	 To train the inseminators as indepedt bsin people. Sinc the 
InsemIator isthe primay link between the ArdficW semhudo and 
Breed Station(bull std) and the fam=c he cc be isii thbest 
position to explain the benefits of good isbandry pacties dto seU 
quality genetics and lanagement systems to the fu.me. Hen= the 
insemina not only pit personay, but also proides vauabb tension 
services to the natio. Of the five hundred (500) fs Oieatwin 
out of the Olecko AL Station, it is etdaed that 259 of thsm ndividuals 
will be trined to becoe *Indpndent business people by this pojct. 

B. 	 To work with the Ministry of Agdci re (MOA) to devf and implement 
a plan to prvtize the Olecko AL and Breeding Staion. . 

Miis is a trining and privatiztion project in whic maim emphasis w.iI be 
placed on developing entrepreneurial sklls that wil a) allow todas 
government-employed insem--awrs to beconm = w's priva buns 
peo*e and b) allow the A.L and breeding industry to operate as a busine and 
thus allow the government to employ ebewbe the fifteen minion dolar sbsi 
cureny supporting the industry. The project wl provi tranin financial 
anayss buiness accountng, recording If *Am& taket sales, bull 
lhandlg wdmanagement. aniral ntrit and genedc evludo Agnsion 
of these skils and the privatiztion of the bull stud will allow inseminars to 
f=ion as private business people. 

The project will take advantage of the present desire of the Government of 
Poland to privad cur=ently subsidized government A. and breeding operadoos 
to ceate a model that can be repli=.d throughout the industry. Primary 
benfciaries will be: 
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1. 	 hseminors who wl become busimess poople in the AL and 
their income bybreedin indmvy. They will be able to increa 

sellini their produts inan efficent and profimble marftr in a 
free and ompetitive marketplace. e~nt nTbe rs and 
caerpises canmve as a dittibution and wension ewOrk for 
othe 4xic4uaalcommodities thus bW'vmiq an cwOMl 
segmen a( the rural economy. 

2. 	 T Polish nvermen and the P4ish peopl by nVe hvdaviq to fulMy 
mhsidiz the'A.L -and breeding fiinusy. Thiwill alw sw=s finandal 
rum ces to be used Inother mn aidu seas at the Polish emnomy. 

3. 	 "nePolish co==, who will ltmately benefit fr, the low prices,
that will Memrge froIbeTquality and more effidem producj 

comp eltive privately owned AL and breedig Indastr. 

4. 	 The Polish dairy fannr, who wM be abla to reduc&= emu whl ieadmg 
pro&.ICtion and efficiency by having ac=es tO hig*l riible gemetcs. 

Polish 	breeders, isMinatoM taa1'i4MnessPG*I~who wi 
p~i~s to mor research. data mmr &amnc tee. wkwo and 

a PolishOre divers genetics as a resul of the -Aeop 
market in which world l enelcs cn moe fully -Mpe . 

Execiting agencies: 

A. 	 Minity of Agriculture (MOA) and the Ofecko Al tad Breedig
 
Station.
 

B. 	 American Breeders Service (ABS) In onuCon with t* U. . Agen for 
Inernational Development (JSAID). 

3
 



, BACKGROUND
 

Poland has 38-mMon people, one of the larer populations among the European 
cou=IL With approrimat ly 4.6 million dairy cows, Poland ranks third in 
Europe in Terms of cow mmbers, following the USSR and France 
Un&runratly, however, Poland ran fouteen (14th) out of steen (16) 
European comunes in terms of mil production per cow. 

Xu Jul 1990 a task force composed of representat ives of t Gvenmen Of 
Poland the European Economic Comnumity and the World Bank enmiced the 
Polish dairy indusny. Their report, An Agrifit.Al Stra-t for Polnd 
condude&

'The Polish d8Y sector is of major econmic and social 
iMpoan. With an axmal production of 15 billion Utr 
dairy represents 19% of agriculura GDP. It is a major 
source of income for 2 million fa.rmr-two thirds of the 
farming communiy. Besides direct on-farm em=plyem the 
dairy lndusuy, with 712 plants spread trgbout th ountry 
side, provides over 110,000 jobs and is a major sour of 
rurl e loymenL Finally, milk and milk products are an 
=mportW part of the diet of the Polish population. With 270 
Uters per year, per capita co swmpo1 is among the highest 
in Europe, and over 10% of the aver boehold ine is 
spent on daiy and dairy products, giving the dairy sect" on 
important sociopolitical dimension. 

aTreuds over the last two decades show a gradually deining 
cow population (25% suce 197) compenstued for by a 
proportional iu~ease inproducti= pea cow which w 
std at about 3,2.5 liters per cow per ye. Over the las 
20 yeams the amount of milk Processed has almos: doubled 
from 37%of tot producton in1970 to 73%in 1988, i*a 
much greater supply from prte &r.! 

Non-state owned farms in Poland predamicI& They are small (5.2 ha) with an 
averge herd size of 2.4 cows per farm. (LI mlo h ers have ow to three 
cows, 300,000 farmers have 4 to 10 cows and 7,S farers have more than 11 
cowL) In 1990, these cows produced an averge of about 3;50 liters of mAL 
TWs is only about half the average annual per cow production In other 
European counties 

Artificia* insemination via state controlled A.L centers is the mar form of 
breeding and is practiced throughout the counW (sixty-five percent of the ca~e 
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population is bred by artfcal insemination). There are approximately 8,500 
(In theiuseminelors who carry out an average of 718 insemations per year. 

US., for twice as mn~y cows, there are aprozMatM 250 inseminators wbo 
carry out an average of 3,000 inemnatom per year.) 

e difficzky. Th7e are tooAt preset,-te Polish dairy ina is 

many lowrodudng w being raised oan too mn small farms. (UMn receatly,
 
ther vir 51 A.L station in Poland, which has a cattle popAsIion of 10OS 
rmiM atlionof which 4.S million are dairy cows, as -poe to 9 ta:ibul 
seme produi on ceters for the enti:e United Swe, which ha a cattle 
poputo of 100 millian, of wbich ove 10 mlio ax daiy CoWL) 

Last year, the Government of Poland removed the subsidy on the price of mvl 
As aI r the Mrn price of milk climb4 cmsing a dene Inthe 
consumption of milk and dairy products. Th net result has been a decrease in 
the income of the averge dairy farmer. Consequently, the use of A. has 
decreased and the mnmber of cows is also dedining 

The bh cost of gasoliw has also caused feed nd i=-Meinotion costs to
 
rise. even though these costs are s subsidized by the govemeft
 

Today, the cst of production is far grear than the price ta the farme,
 
receives for his milk. Farmers are to receive S.06 to $.7 per liter ix their milk,
 
while cost of production is sometimes 3 to 4 times this amn=t It is estimated
 
that Ittakes from25 to 40liten of mi to pay the real cost of inseination-


Semen and insemination costs are rently subsidized by the Vm et at
 
approadmately $3.42 per cow. As a result of this subsidy, A.L ente bave little
 
incentive to maxiize effciency of their optration. For example, centrs often 
camry inventories of 2 to 4 million units of semen, when only a few hundred
 
thousand would be adequate for their needs, with a subsequent savings tin the
 
actual co of productiot and storag.
 

In term of real costs, saving in sme=. producto cost uould also be &savings 
to the farmer, who would be able to 1rarchas better genetics at a cost equal to 
or lower d= the subsidized rate. 

At the end of 1990, there were aqpro-ima 106 milion units of sem is 
stok, mainly fr young bulls. Most of this semen is from the dual purpose 
Black and White breed. This breed has served Poland needs. but is less popular 
in Western Europe and other counties where the trend is toward spcialized 

single purpose breeds. While condning to Use dual purpose *3:mals, eqwealy 
for beef production, Poland will need to develop specialize daiiy animals such as 
the Hoistein-Friesian if she expects to be compeflive with the rest of the 
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industrialized world. Such a cow would be apahle of producng more milk and 

better quality. milk while converting feed at a more effiient rMM 

Deqpito thes dM lies, Poland has moved faward in its ffOrt to Uamform 
the Al an breeding inusq. The numbe of A. and breedin Sta= ans 

IZbeing rded from S 6to10. Whie still s l the markest for &i WM tSemen &Wr4t to the famrIs paowing Both the GoezMw~Ialfans Dutch and
French have been. selliag small amouns of hig quft sememto hrm .

Despi thlr of the Poles to "tayAmereW. the is no Ame dc pre

Inthe Polish marketplame This Is,ltoica SW= the United States lIn
 
position world side in the field of bovine genetie and give tekfa ha the
 
semen tbelng sold by the German, Itallans, Dutch and French an be mocd

bac to bulls of U.S. pedigree. 

Further, the govcr=ent no longer has an exdusv monopoly on s seman
thus the f l is ope for privaft business people. Th reduc on in the nmber 
of AL and breding saions has also expanded the teitory in wh
insmitons ar allowed to sell. As cmPetiionfiwreas and the ndusry
becomes pr 'vw torl dedgaadons; will dWp . 

Polaad has some well e&h ed and highly slled teajd The costmof hbor 
Isalso low. Re=*tl a tariff was imposed to prevn dz2pin of dairy prod=c
from neary anies Tis should allow som breathing and mi T f
local farmems. Poland Isrelatively free of disease and has ipod beel* 
codio, iswill prove advateous t Poland in the f=@ wbm it tries to 
ent European maket. New daiy proces and markedng urIt re also 
being formd by Polish farmer in order to dicty service the =sm and to 
gain more conro over the =d== process. Fml'y, Polands devon to 
move rapdly to a market ny rather than to panno a more pafnU
evolu o - path meas at in tranformao period, while dlfgmlt will be
short than that of other countries Inthe former Eastem Earope bloc, 
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IL RATIONALE FOR THE PROJECT
 

As state subsidies to the bull studs and to the inseminators are eliminated, 
Poland will need efficient, producon, marketing and dism-bution ChaflJms to 

of frmers and the demands of consumers. Such a me'r2nismmeet the need 
wM also be-needed in order for the Poles to be competitive within Wsen 

The Poles believe that the key to developing such a mechafs5 isEurope.
pdvazW=o. A large pool of insemilnaors and of person &nili with bd stud 
ope toas and exist who could potentially serve ai the backbow of this 
business, provided that they ae properly trained and have access to the 
necessaxy resources. 

b.emlnators are generally the best and often the only link between the dairy 
farmer and the AL stud. This project will not only be trainthem in &emen 

handling, but more kmrtantly, the project will also be tain them to be-business 
people who sell quality ganetics to the farmer. The inseiator also acts as an 
extension agent as he or she explains to the farmer how to use the product and 
provides instruction o. associated husbandry practic such as health care, 
nutrition and generzl management 

Rapid modernization and priaduzaon of the dairy industry will not take place 
without a lot of hardwork and paine It cannot be done by fiat or ezacu*e 
order. Poland will need oitside support and asistan in order to make this 
change. The United States is the world's leader in the field of bovine genedcs, 
and American Breeders Service (APS) is the la.est bovine genetis and
 

Ffty years of experince asa
artificial insemination organizatior in the world. 
profitable business organizaon =d as a techological innovator make ABS 
uniquely suited for working in partnersbip with the Polish AL and breeding 
kmdustry in their effort to privatiz 

Further, ABS has worked successfully in Hungary for the last ten ya&. Our 
genetics and computerized mating and angement systems have helped 
HUngy to becme the fourth leading mailk producer per cow in al of Europe 
tody. Ten year: ago Hungay ranked near the bottom In milk production per 
Cow in Europe. Today we have a private distrbutor in Hunga. This we, bve 

a proven record of working with centraUy =Unrfld economies iterestcd in 

reorienting themselves toward the market. 

ABS has also provided a small amount of assisace to Poland -;, the; past in 

supporting the Food and Agriculture (FAO) sponsored study o. the Hoste.in 
This project ,-ropows toFriesian population done by Dr. Maria Stolzman. 

continue the ABS tradition of support. In the process of doing .'ds,ABS also 
proposes to asst Poland in her effors to move toward a marktt ecowy by 
training the staff at the A.L station in accounti&g, record keeping, financial 
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mnagcnA,operatous and orp 0aon, and most import4,marktn 

ne project wl work with the staff of an AL and Breeding Staton to help them 
c.,du%.an, depth anais of th mwaket and to prepar= for =ndonfanon of 

the Al sta fro= a gave ment-~nfooed and subsidized burdenl on the 
amd hepedeat pdnW busis that conatibute resources totapayer to a fe 

the public mrasuzy though tame and jobs. hiere a no histoical precden in 
a n of i,, c l urled emnomy. Both teoles andPol,,. for 

ABS bCevetha ow fift year rcord of Mcm us a privat buidlIS pU us in 
the ben posiin to assis PolAnd Inher effort to yvad and that tf projec 
c. serve as a modb4 in a field where historical preoeden is orely 1lckin& 

Fnilly, this project is consistet with AI:)s Dm=ocraq Iitate and 
Partnehip fr Business and Development ve. Fdee and co=peton 
inthe market place serve as the Pill= for freedom and democfcY In ft 
political sphee. As her bovine generics and Al industries advance and reach 
world class standards, Poland, lik the rest of th world, wil sek th best 
getics avalable regardless of naional bounrie Thes genetics exist in the 
United States. Her.ce the project servs the mutual interest of both ounnts 
while at the same , .e providing Poland with the basis for b i more self. 
reliant in fo i prmduction. 

IV. CONCERNS 

1. 	 Rec= currency (Polish zloty) devaluan, and economic and polidml 
fluctuaions may cause difficult or unstable conditions in which to try and 
effect chage. 

2. 	 As the breeding industry ispfivaxized. one of the majr cocer= wil be 
getting people to undermad the realities of a market *cn y and is 
impact on operations and management decsions. Workers at the 

goy'ew stations lack practice operaing and marketng in a free 

3. 	 GoNmemt-Mbadued bredng ct are otably ovetafd and 
inedent. Changes necessaq to st Fn opmios and make the 
ftdnsy competitive wil cause problem of displacement of individual 
workers. 

4. 	 At present, the banidng sy.%em is being resunctured, with the creation of 
new laws for banks and privaM ownership. Such laws may he an effect 
on the srucr=e or operation of the projOect 



Although we are concerned about the issues listed above, experience over the 

last year has shown Poland to be quite capable of overcongobstades and 

mnoving forward to a market economy. We expect this develDPtto be 
ae 

uneven, with some setbacks, but no signs of returning to the old WSZf 

9
 



V. PROJEC IMPI.LMENTATION 

Project Eeinents 

I1. 	0Arhinin 

A)A Cbf Trainer and Tedbao o t wbo wi ooordiate the proje
on4fte inPoland and wl alp am asuaiw. It ft thm 
this hdvida stay om-se in Poland dun ft&L Yr oU.t h 

et. Inyea, t fts dividud %vlpy reglar ift to the 
projedtrather then lv eunnllI oad 

b) 	 Finance, mmiaemm k sal and ard6l hmmemia 
traines who wl train the Inemimto ad work S pate with the 
Poles to develop and mplemet the pivauilonpM 

c) 	 Translation of the ABS ai mnua i o olish s .numal 
which isthe ut of t uaing ropga isa vahmblo and pracal
take home guide wbich prmvids I-a;inI gen ee&& LL 
techniques manageet nUtito and bull. hai g etc. 

d) 	 A Projea Coordinator at ABS who wl supevis, mmnitor and 
coordlna±lt III aSPecM of the project especialy the,Meationsip
between ABS and USAID. 

z 	 Evallaon 

a) teantllwprM otoftb Iagmptmwm en abrif 
MOnlY report Oi te Overal pos as wel as spedi proes
being =ad toward mength project objdves i wil provde 

0 

ongoin -r~evalution 

b) 	 A kerm pic o y eva on wich Will aclvewy involve al the 
proec's partcipas s evalun wirview the past Yeat's work

mdblp eeageaforftsendph ofite PVojemt Th 
evaluato wil be an independent nonrABS aonum. 

C) At tb*end of tepjeckmnOveRdpjedealutiowilbe- desdr=Bin projme ft w =aad -ch1 emc- problcws 
eNcOuned durin project iinplewano andenfo 

acdons,wbich should follow the proff7W. 
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VL ECONOMIC ANALYSIS and BENElTS: 

Mbs project isof direct benefit to 	the government and People
tem the project WIl":of Poland. In the short and me& 

Reftm if not eliminat the govemmentm bsiL 
Uow being paid to the Stae owned A.. hbu . 
TMe aveage suidy per cow per im - is 

n~ow U. 3.42. in 1991. four =Mlon and &av 
thtmnd (4,500,000) units of sem WM 

be used t a cost to the q.IasmeM of fteowf 
mmion. tree hundred at nnt y thousand dolan 
(U.& $15,39000). This =munt 	 nl Idudes the 

tned 

feeding and miuirzng bul 
progeny tesfmng collecting anid pocessing semen. 
cost of ,ousin, 

dsibutioun 8nd insemination It does not iwsude 
the adtonal expenses Incured by govermn 
for staff bouin, socia program (i.e. da=e. 

ealth e, ertional ceers etc.) ad the 
additlona staff needed to ope" 	 tese pr ams. 
E= fgum detailing these expenm m not 
available, but officials at the WMLSVy of 
Agricnkiur estimate that the cost mon into the torn 
of Tmilio of dollars. 

Possi dy provide funds to the Polish treasury if IU2. 
ive ofAL center is sold. Asidi from the alernm 

vir sbare cstm--e to the workers at the AL 
bfity, some of the other 211enwives for 
pfivaization could involve Oe Polish t=UY 

e r.receiving the proceeds ftom the sale of the 

3. 	 Redu the overhead aW *Amindt C" UM 
for oprat t*a AX.hiced by the goem entm 

cener. if succenful. the Polish MWnWsy of 
A.icultume would li to see its toe mubsUnl&Uy 
reuced to that of enfo6rdns healt sada , 

and progeuy testing program andreor 
rearch is a role to t wich is 

played by the U.s. Depar=M of Ce. 
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4. 	 Provide a source of tax revenue to the 
government. As the govemment of Poland moves 
to revise its sstem of taxdou, the succesisfi 
prvatidon of the AJL statio wl provide new 
revem to the governmm on an m'tidonal as 
well uananindivdual emplembsis. Mw 
cadre of insenilnators who wouU be=ome sef
employed enu Peneurs would mve u a new and 
added -o yce of revenue. 

.	 Provide profits for the o und innrease 
income for the employees. Currendy, sito owned 
AL statow are confined to serving oertain 
geogrqIcal areas. A private A. stion would 
ultima* compe on a comtMywid bas:s. 
He=c the possibility exist for s "bstan~hiy

P2pYff market share. The additional revenus 
and incme realized from this exanded varket 
share would hopefully have a msultipler effect 
upon the rural economy. 

6. 	 Reduce the breeding cost portion of the dairy 
firming process Inthe medium"to log teram 
supeor genetics and a sales force that can 

cometetlymarket and sel ti genetics will,belp
frm'ers icrease thir efficenCY re e ther non
return rate, and have assess to the most 
appropriate con saving technology. 

The govement of Poland has requested that the Amerin Breeden Servke provide
major asstance in its effrt to modernize and privatize its breeding industzy. This 
request stems frm the governmenr's appreciation of the un:iquely A'mAezia Moder of a 
fullY priae-' breedi ind=u in whik farme=s Wu et to make 
tei om chokes. This poject proposal has been e oped jointly by and *ith the full 
pa I o of the Polish government. 

As stated ealier, the economic and financial situation in Poland is very fluid at the 
present time. Poland's efforts and the efforts of other Eastern Europe countries to 
move frmn a communist, centrally controled political economy to &democratic and free 
market economy are without hisorical precedent. A great deal of information needed to 
do financial modeling and medim to long-term profits p ojection is not kown. This 
project proposes to train and jointly -ork with the Poles To acquire this fornaiom
 
Th information will then be used to develop and implement a viable plan for
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station as a model for the entire A.L industrY.privatizng the Olecko A. 

Further in tis regard, the proximity of the Olecko A.L sution to the Baltic Republics, 
The Olecko•the Ukraine and Byelorussia can provide additional econowic benefit. 

center has bTrlit its liquid nitrogn in the past from KIiningrad beomse of it 

... reat themfrS.
geoaphical proximity and because of the favorable price. Thus, the 
with the Soviet Republics in the area.

Olecko s.ion has developed a good relaonshi 
&boatthe poibility of

Dismssions are also underway at Olecko With the Lith2tnian 
tading genetics for equlpment. Lituania under a license from Casul in France has 

Produced very sood -equipmentfor freezing semen, outfiting processing laboratories and 
as oppose to obsolete pellets. The Oleco station nee&dsuc euiMntusing sumw 

while the Litu-anians in = need good geneti. Whether these dissim ae 
in 

successful or not, the Olecko station once saai, because of its history and prxmiity i3 

an potentially advantageous position to do business with the its neighbors. 

Fnally, we believe that the number of dairy cows and dairy fanners wl Co time to 

decline, that the fhrmer with 8 to 1S cow will ultimately become the backbone of the
 
quality and milk processing wM improve and that
commercial day industry, that mi 

milk prices which are currently low. will ultrmately rieaain.Trasportation cost will 

still remain relatively high, hence a well designed distrbution, market and sales network 

selling quality semen and services is the key to succes. V, ch is still unown, new law 

is being made daily, new taxing policy is being devised, rices are cba*& inaccurae
 
information is too common and new information must be sought.
 

Despite such fundamental problems, however we have attached to tis "Economic
 
Analysis and Benefits" section of the project an income statement and an operating
 
expense s=ement that we believe conservatively reflects the earning potential of a
 
privately owned, efficiently operated A.L facility in Poland.
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Sales Volume (Units) 

Not Sales and Revenues 

Cost of Producton 
Gross Prolit 

Operatlng Expenses 
Operating Prolit Beore Taxes 

Meno: 92erf on-
Net Sales and Revenues 

Cost 01 PRoduction 
Gross Prot 

OperatingExpses
Operat Pot Bebrae Tam 

AMERICAN BREEDERS SERVICE 
INCOMESTATEMENTFOR THE OLECKO. POLAND 

Au9TIFCIALINSEMINATIONAND BREEDING TATI.ON 
(Whole Dollars UnlessOtherwi sStated) 

(1) (2) (3) (4)' 

FkMYwvo 
Current peratons Pdvate Opgmlton

%of %of 
Amount Net Sales Amount Net Sales 

450000 N.A 10000 N.A.-

$3.078,000 100.0 % $3.600.000 100.0 % 

g.s000 32.0 1,152,000 32.0 
Z093,000 68.0 2,4480000 68.0 

&09300 68.0 .210oo 60.0 
0.0% &0 % 

$6.64 (a) $4.50 

2.19 1.44 
4.65 306' 

4.65 .7 

(a) $342 (..%)-of&tNs pdoe Ispaid by the farmer and $3.42 Iscovered by state subsidy. 
Iutal tiao subsicly to the A.I. industry Is over $15.4 mil a year. 



AUERICAN BREEDERS SERVICE 
BREAKDOWN OF OPERATINGEXPENSES FOR THE OLECKO, POLAND 

ARTIFICIALINSEMINATIONAND BREEDING STATION 
IN THE FIRSTYEAR OF PRIVATEOPERATION 

(Whole Dollars Uness bOtherwise Stated) 

Une 

No. 
() 

(2) 

(3) 

(4)
t-A (5) 

o (6) 

(7) 

(8) 
(9) 
(0) 

Selinog Caost 

Sales Commissions 

AdvasIkIsngItamton 

DistiAlo 
TotliSelMadnolCol s 

Genal and Administrative Costs 

Finaa"d wvks 

O1 
ToaWOUwfEq)

TobtW OpmtinqEienM 

(1) 

Amount 
$648.000 

288,000 

396,000 

324,000 
1,6560 

216.000 

10.000 

000 
504,000 

6L2.0000 

(2) 

%o1 
Not Sales 

18.0% 

8.0 

11.0 

9.0 
46.0 

i.0 

&0 

5.0 
14.0 
60.0% 



ANNEX 3- O1ECKO ART ICIAL INSEMINATION AND BREEING STATION 
Olecko, which is Sitated in he northeast of Poland, was ono of the several sites
sunautd by the Mnisty of Apicure as a suitable location for the project. After
viting ths she the ABS team along with officials from the Mnby deided uonOlacko. 

he a uved by the station at Olecko was recommended and chc=erOs It his a high ConMnPuuaton of cattle with a populaio tnt ieveal 
=unbar, 319,0 of 875,000 head. - tis.U" .smi.nae4were lasty,
ad ,,0 fams M the area have more 

7%0o0 head are uader mik recmrig
h 10 cows. 

MWe statio coUsists of the following unitv~1 SeMen producion 6duitand ume storae ara 2) Bull balinare with a laooycontaiing sands for 170 headwtbead isolao a 13unit, a 6 head sick unit and a 40 head unt for receiving dhlding nowbulls. 3) Garage and maintenance &cites 4) Workers cafeter a a,,fAditrio an lou.g.n daee visiutioIrrcen bld. In addition, the station has a 150 bectarefarm for feed production It produces all of its own feed. 
A key facto to the success of this proje is the adeofthealwaCent. 7 ,ugh, difficult to guge, we found both the at nd the pr ct eothe Director and the staff at Oledko to be in line with the objecivesce the need for changing the syste of the project Theyand have Initiated several measuethe lat Year to redu on their own incot and advance toward privazan. Subsides to l.e...ofor ftaportadon have been reduced and Insei.,nto have been encouraged to developtheir own cusomer base.. They have also been place On half salar. The Director of themeter has Mgt with his gtaff and dscssed.the difficultfes Of MOvng from a State ownedentit to becoming a priMt buines. Ells staff has given thei unanimous apprwovsl tomoving foii.d in the privatization efforts, though some of them may be adverselyafced by ILpossible reduction in forc and loss of benefits Ile Staff believethey redouble their effor to privatize that they will WMv their lot a=d sere as 

tha 
a 

if 
model far the A. and breeding indusuy. 

Finally a was sgated earlier, Oleckos Pr~dMity to the Baltic States the Ukrine and 

dsumssiom with the .. as about bartering laboratmy eqpmet forsemen. 
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