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DRAFT PROJECT AUTHORIZATICN
(NMENDVENT No. 1)

Name of Country/Entity: El Salvador

Salvadoran Foundation for Economic ard
Social Development (FUSADES)

Name of Project: Agribusiness Development
Mmber of Project: $19-0327
Name of Country: El Salvador

The authorization for this Project dated September 29, 1987 is hereby amended as follows:

A.

*1. Pursuant to Sections 103 and 531 of the Foreign Assistance Act of 1961, as
amerded, I hereby authorize the Agribusiness Develcpment Project Amendment No. 1 for
El Salvador, encompassing a grant to the Salvadoran Foundation for Economic and
Social Development (FUSADES) and involving planned cbligations of not to exceed
Thirty Three Million United States Dollars ($33,000,000) in grant funds over a
seven-year pericd from date of this autharization, subject to the availanility of
Tands' in agcordance with the A.Y.D. OYB/allotment process, to help in tifAncing
foreign exchange ard local currency costs for the Project. The planned life of the
Project is seven years froa the date of initial obligation.”

Except as expressly modified or amended herein, the original authorization remains
in full force and effect.

Frederick W. Schieck
Acting Assistant Administratce
Bureau for latin America and the Caribbean




I.

II.

I11.

v.

TABLE OF CONTENTS

SUMMARY AND RECOMMENDATION

A. Recommendation

B. Summary

C. Project Amendment Developwent Team

BACKGROUND
A. The Deterioration of the Agriculture Sector
B. Constraints
1. Penetrating Foreign Markets
2. Suitable Production Technologies
3. Capital Resources
4. GOBS Policies arxi Programs
C. USAID Response
D. Status of Agribusiness Development Project

PROJECT AMENDMENT DESCRIPTICN
A. Relationship to the Country Development Strategy
B. Rationale
C. Goal and Purpose
D. Cosponent Description
t 1: Assistance to Non-Traditional, Export Criented
Agriculture
a. New Technical and Project Promotion Activities
b. Expansion of Existing Activity
t 2: Institutional Support
E. End of Project Status

O0ST ESTIMATES AND FINANCIAL PLMN

A. Financial Plan and Analysis

B. Assessment of Methods of Isplemsntation and Financing
C. Ispact on Recurrent Costs and Project Sustainability

AMIMENT IMPLEMENTRTICN PLAN
A. Isplementation Responsibilities and Administrative Arrangements
1. Cocrdination and Management of Project Implemsntation
2. Isplemsntation Plane
3. Mpplication of PU-15 (Bumpers Amendment) to Project Isplemsntation
B. Procuremant Plan
C. Schedule of Major Brents for the PP Amendment

MONTTORING AND EVALUNTION PLAN

d

~NURELPLWNON N

b

s s P
nuunw



VII. PROJECT AMENDMENT ANALYSIS UPDATE
A. Institutional Analysis
B. Technical Analysis Update
1. Functions and Procedures
2. Program and Activity Schedules
C. Social Analysis Update
D. Pnvironmental Analysis Update
E. Foonomic Analysis Update

& BBRREBBY F
&

VIII. ISSUES SECTION

Munaxes

1. logical Framework

2. Activity and Distursemsnt Schedule of AID Grant
3. DIVAGRO Organizational Chart

4. Economic Analysis Tables

5. FUSADES Request Letter

6. Project Thecklict

doc. 3693B



7

I. Smmary ard Recommendation
A. Recommendation

USAID/El Salvadcer recommsnds the authorization of a $13.0 million
amandment and a two-year PACD extension to the Cooperative Agreement with the
Salvadaran Fourdation for Economic and Social Development {(FUSADES), which
supparts efforts to increase the production and export of non-traditional
agricultural crops. The additional funding brings the total AID contribution
for the life-of-project costs to $33.0 million. The counterpart contribution
;oltin seven-year project will finance the local currency equivalent of $11.0

lion.

B. Sumary

Due to the civil oconfiict, declines in world market prices for
traditional crope, Government of El Salvador (GOES) insfficiencies, lack of
new technologies ard policy disincentives, the agriculture sactor in El
Salvadcr has deteriorated dramatically over the last eight years. An
important part of the identified solution is to stimlate the production and
export of non-traditional agricultural crops. Key constraints inhibiting
progress in this area r~e psnetrating foreign markets, suitable production
technologies, capital rcsources and GOES policies. The Mission has begun to
address these issues through the irmplemsntation of balance of paymsnt policy
dialog and several project interventions. Included in these project
activities are approaches dealing with agribusinesses and processors, on-farm
irriqation, strengthening cooperative institutions and their non-traditional
production capabilities, and small farmer participation.

The Agribusiness Development Project (519-0327) is the latest effort to
stimilate non-traditional agricultural exports. As a result of progress in
project implementation, it has becoms increasingly evident that significant
production opportunities remain untapped. The key constraint requiring
resolution in order to take advantage of these opportunities is the lack of
suitable production technologies. This congtraint exists not only in terms of
agricultural production, but in the areas of aquacultural production and
Quality assurance. The PP ssendment is geared to addressing these cbstacles
to increased non-traditiomal production.

The goal of the Project is to increass esploymsnt and foreign exchange
earnings. The purpcee is to increase the praduction and export of
non~traditional agricultural products. These remain uchanged from the
original Project Paper. The Project continues to have two major camponents:
(1) Assistance to Non-traditional, Export-Oriented Agriculture and (2)
Institutional Support. The technology/technical assistance elemant of
Component 1 and the Institutional Support Component will receive the
additional assistance under this amsndment. The amsndasnt will not adjust nor
provide incremantal furds to the credit line under Component 1.

Under the technology/technical assistance elemsnt, the amsndment will finance
three new activitics and the expansion of existing activities. The new
activities are: a quality assurance program, an aquaculture experimsntal’




station and a foreign investment pramotion program. The existing program
includes major activities such as: new praduct development, expansion of
experimental plots, training and extension, and pest managesent and post
harvest technologies with university-tased assistance. The institutional
support will cover central staff salaries, equipment, supplies and other

capital expenditures.

The Agricultural Diversification Department (DIVAGRO) of FUSADES will continue
to have implementation responsibilities. DIVAGRO's Marketing, Research and
Development, Projects and Administrative divisions will continue to be the
principal management units. Income generated from the loan portfolio, the
quality assurance program ard field station sales will provide increasing
revenues fram which to cover DIVAGRO's operating expenses as the Project

progresses.

(c) (1) Project Mmendment Develcpment Team
Edward Landau Projects Office
Frank Skowronski Riral Development Office
Bruce Michener Rural Development Office
Mtonio Gonzal..z Riral Development Office
Mike Wise Rural Development Office
Juan Buttari Booncmics Office
Filadelfo Baires FUBADES / DIVAGRO

{2) Project Review Comitte

Henry Bassford Mission Director

Jcohn Heard Acting Deputy Director

William Kaschak Associate Mission Director
Programs and Projects

Ken Ellis Acting Associate Mission
Directar Operations

Frank lLathas Controllers Office

Tom McKee Development Program Office

Deborah Kennedy Projects Office

lawa Mc@hee Contracts Office

II. BACKGROND

A. The Deterioration of the Agriculture Sector

WMWImwlmﬂanotmiwum
production rose (in constant colones) from ¢537 million to 887 million, an
average anmual growth rate of 3.8%. e series of coupe in 1979, followed by
civil war early in 1980 initiated the reversal of the sxpansicnary trend.

Agriculture production droppsd by £46 million in 1960.

The dislocations occasioned by continuing intermal violence were compourded by
other factors. Agrarian reform brought about the transfer of 218,000 hectares
of crop lamds from experienced private to less prepared collective owners.
World market prices for scme traditional exports declined severely. A
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despening estrargement between the GOES ard the entreprensurial classes
reduced the productive role of the latter. ineffciency in both
policy-making amd delivery of traditional agricultural services amd credit
exacerbated agricultural production problems. A substantial portion of the
most qualified entreprensurs were left laden with debt ard unable to make the
investoents required for a resurgence of agriculture. Over eight years, these
factors accounted i varying degrees to a drop in anmual replacement coffee
plantings fram 17 million to four million trees, the removal fram production
of 21,000 hectares of coffee ard of 70,000 hectares of cotton, and to the
marginal utilization of the prime agricultural lands which had been
transferred to cocperative ownership.

The camulative effect of these factors resulted in a continuing decline in the
value of agriculture praduction, exports, and employmsnt. Production declined
to a low of ¢720 million in 1986. Despite a minor recovery to £735 million
in 1987, it is only 83% of its 1979 level (Colon values are in 1962 prices,
unless otherwise noted). Highly sensitive to world coffse prices, the value
of agriculture exports has shown an even greater decline, dropping fram @661
million in 1979 to ¢306 million in 1987. Although ~sployment statistics

are sketchy, it ig variously estimated that of the approximately 550,000
workers in the agricultural sectar, only about 21% are fully esployed.

Agriculture's performance has a profound impact on the overall Salvadoran
econcmy. This sectar traditionally employs 508 of the national workforce,
genarates 758 of the coauntry's foreign exchange earnings, and contributes
about 308 of total GDP. Earnings from the sector have, in large part,
financed the grawth of other sectors. The econcmic and social effects of
agriculture's detericration are of a mjor magnitude. Revitalization of the
sectcr is essential to resusption of overall econamic growth.

B. Constraints amd ties

Bvents of the past eight years revealed a seriocus structural weaknese in
Salvadoran agriculture — its over-dependence on a few export crops: <offee,
cotton ard sugar. With the excsption of coffee, there was no future for
expanding these crops that traditionally had earnad foreign exchange and
fueled overall econcmic activity. The reszgence of the agricultural sectcx
ard w7ith it the rensal of economic growth would be conditioned by
Salvadcran's ability to profitably produce new agricultural commodities. A
depressed locul market ocould not be expected to absaxd production in the
quantities required for full utilization of potential agricultural capacityy
nor would sales in the local markst produce the foreign exchange needed for
industrial, commercial aml social structire refurbishment amd expansion.

Cheervers had lag noted that of El Salvedor's approximately 600,000 hectares
of arable lard, 408 of the soils were of alluvial or volcanic origin with
fairly high natural fertility. The country had a southern exposure at a wide
rarmge of elevations producing climatic zones favorable to new production for
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the winter market windows in the U.S. and Europe. Inasmich as traditional
crop land and a large portion of the labor force were unemployed, a shift to
non-traditional export production would incur low opportunity costs. These
cbservations were substantiated by various analytic exsrcises undertaken by
USAID-funded consultants. In 1986, Rmndacidn Chile, for example, identified
six products which could be profitably produced for the duty-free U.S. market
and could utilize 30,000 hectares of this fallow land. Market research and
production tests carried out by DIVAGRO have subsequently identified foreign
markets for 19 additional agricultural products. These market opportunities
represented $150.0 million in potential foreign exchange. The analyses
further revealed that, in comparison with basic grains and traditional crops,
the proposed non-traditional export crops would produce higher
returmns-on~investoent and absorb more workers per cultivated hectare.

Despite the cpportunities presented, the growth of the non—traditional
agricultural export sector is inhibited by a series of continuing
constraints. The four most sericus constraints to successful production and
sales of non-traditional export crops that were identified in previcus
studies, including the Mission's CDES, and continue today are:

1. Penetrating Foreign Markets

Fl Salvadcr has only a nudimentary food procsssing industry which served
Cantral Amsrican markets. Most farmers and processcrs have little or no
nowledgs of world markets, their requiresents and sales infrastructure.
Further., although possessed of an adequate internal transportation and
commnications systea, El Salvador has no Atlantic port and must use overland
trucking Guatemala and/cr Mexico to serve Fastern and Cantral markets
in the U. S. Its Pacific ports are marginally adequate, but the low product
volumss handled by those ports make them uncertain and costly conduits. Alr
cargo services and space are limited.

2. Suitable Production Technologies.

Production requiremsnts are always conditioned by market realities, i.e.
the new products must meet quality, cost and tims requiremsnts of the
markots. Salvadcran farmers are not only unfamiliar with cultivation
practices required for production of the propossd new crops, but lack a
tradition of quality control and delivery discipline. Moreover, although the
previcus studies indicated that there was preliminary evidence of the
feasibility of such production in the country, it was by no means certain that
appropriate varieties could be readily adapted to local conditions, and

produced regularly at cumpetitive costs.
3. CGapital Resources

From its development fund, the Cantral Reserve Bank has formally allocated
only $800,000 for the anmml financing of non-traditional export crope over
recent years. Due to this lack of mpport, new lines of credit were required
to fund the proposed new production. The banking system has little or no
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experience with non-traditional production and ie unlikely to take on lending
for such purposes, unless success stcries can be dexonstrated. Many of the
larger farmers with adequate managerial skills have been decapitalized and
amot bes expected to meet standard equity and collateral requirements of
conventional lenders.

4. GOES Policies ard Programs

Although some positive steps have been taken regarding industrial sector
exports, the GOES has not developed adequate policies for active pramotion of
non-traditional agricultural exports ard its existing policies in some aspects
oontinue to hinder such pramotion. The overvalued foreign exchange rate
provides disincentives for export producers. There are duties on key
agricultural inputs and a state-imposed acreage limitation on mariculture.
Moreover, its research stations are only sarginally functioning, the extension
services are moribund, and there was little evidence of constructi’e
leadership in the Ministry of Agriculture during the previous administration.

The new administration, which assumed office on June 1, 1969, has
indimted its intenticis to esphasize export production as a "growth motor”,
and is expected to institute policies conducive to that purpose. It has
staffed key institutions with psrsons who are apparently committed to reducing
the governent involvement in control and requlation of the productive
processes. The Mission, therefore, expects an acceleration in desirable
policy and program modifications.' “However, the mobilization bf govermental
resorxces to initiate projects which directly support non-traditional export
praducers and processors will require major and time consmuming reitructuring
of the agercies ard of their activities; scme of which serve well arganized
constitusncies. Constrained on one hand by the need to accomodate such
cnstituencies and committed on the other to greater reliance on private
sector developmental initiatives, it is not likely that governmental projects
will play a signif.cant non—-traditional agricultural export support role for
at least two years. We expect, instead, that GOES activities will be
gradmlly adjusted to complemsnt an-going activities of private sector
organizations, notabhly FUSADES. GOES intentions to rely on FUSADES for
leadxrship in the develapmant of non-traditional agricultural export projects
wvas recently signalled by the Minister of Agriculture. He stated that his
Ministry would focus its efforts on basic grain producticon while cocperating
with FUBADES to achieve advances in non-traditional production, since FUSADES'
aperience demxnstrates that it is the pre-eminently qualified agency in El
Salvador.

c. mm

The USAID initiated its smpport for develoraait of non-traditiomal
agriculture exports in 1985 through a VO, the Salvadoran Foundation for
Social amd Economic Develcpment (FUSADES). For a description of FUSADES and

the rationale for its selection as the implemsnting agency, ses Section
VII(A), Institutional Analysis Update.
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Agrarian Reform Sector Suppart Project (519-0265) to pramote non-traditional
exports by carrying out a market identification effort, by establishing and
.operating adaptive research stations and by providing appropriate technical
assistance to potential amd actual producers. FUSADES was also the recipient
of a grant under the Water Managemant Project (519=-0303) for the pramotion and
financing of irrigated agriculture. It was already evident that irrigation
wauld be required to enable Salvadaran growers to schedule praduction for
market window periods. Desard for irrigation equipment was anticipated
especially by melon growar's whose products were finding acceptance in U.S.
markets.

By late 1987, it was clear from the performance of the Agricultural
Diversification Department of FUSADES (DIVAGRO) that the two projects were
conceptually sourd; the demand for irrigation-related loans were accelerating
as anticipated and growers were respording to the market opportunities that
DIVAGRO was defining. Mcre than 80 producers began growing melons for the
expart market, several utilizing credits provided by the private sector

t and virtually all receiving marketing and production assistance from
DIVAGRO, which also was instrumental in resolving transportation problems.
Melon exports increased eight-fold bstween 1983 ard 1987, acoording to
USDA/FAS. Production of marigold, ornamentals, lcofah and cucumbers began
with the advice ard assistance of DIVAGRO. Technical assistance fram DIVAGRO
was followed by long-term credits fram FIDEX to two food-processing companies,
Quality Foods and Bon Apetit, daubling the export producticn capaciiy of the
first and initiating export—oriented production in the secord. The two plants
exported products valued at $4.8 million in 1968, up from $2.0 million in
1986, and axport sales of over $12.0 willion are projectad by 1990. .

DIVAGRO assisted two local investor groups in negotiations which led to the
formation of joint ventures with Shemssh (an Israeli-based firm) and with
Surmorld of California. Crop tests initiated with the cooperation of
Chiquita Brands, Del Monte and Vliasic appear quite promising and are expected
to lead to additional jaint ventures.

m.w:pcmimmm&ammmomumm
preliminary indieators of competitivensss were exosptionally promising, but it
was clear untﬂnmprojmcandxamlyad.qmumwtoaploit
them fully. The Agribusinees Develcpment Project (519=0327) was designed in
1987 to syplemant and extend the activities being carried out under Projects
$19=0265 ard 519-0303 by DIVAGRO. Ths new USAID Project provided fumding for
a long-term marketing staff and a market intelligence service, for an increase
in the extent and intensity of field research, for the provision of technical
assistance and training to export producers, for assistance to loan applicants
for preparing applioations and supporting studies, for credit to successful
applicants, and for strengthaning DIVAGRO's capacity to extend its services to
a wide: cross section of the agricultural commmity.

Significant social and political benefits have resulted already from the
AID-supported Agrarian Reform program. AID enlisted DIVAGRO to assist the
Agrarian Reform beneficiaries to realize the considerable economic potential



of the Reform cooperatives. Although already possessing much of the choice
agricultural land and aquacultural sites in El Salvadar, amd with access to
credit under the Agrarian Reform Financing Project 519-0307 and other lines
available from the Central Reserve Bank, the coops' low managerial, technical
and parketing capacities limited them to traditional crops. The Mission
negotiated an agreement with the Central Reserve Bank to shift production
priorities under Project 519-0307 to non-traditional agricultural export
crops. DIVAGRO arranged with Bank authorities to provide technical assistance
to participating coops. Concurrently, the Cooperative Production and
Marketing Project (519-353) and the Rural Small Enterprise and Cocperative
Development Project (519-0312) were adjusted to serve as transfer agerts for
DIVAGRO—developed technology and marketing information. Whereas earlier
DIVAGRD assistance reached Agrarian Reform beneficiaries only through
processcr-employed field agents, it is now delivered through several networks.

DIVAGRO directly assists the conperatives in pre-project and project design
for various crop developments. It has carried out assessments of shrimp
production potential for 20 coops and assisted in the design of a major cashew
project. Currently, DIVAGRO is assessing freshwater prawn potential for
sslected cooperatives, and is training coop members in vegetable production on.
its field stations. It has become the majar -— amd most couwpetent --
agricultural technology transfer agent in El Salvador.

DIVAGRO also has been an instrumental confederate in the Mission's effort to
achievo policy reform. It has draftcd naw legislaticn £oo changing the
restrictive and counterproductive regulations governing aquaculture; and has
played a key role in the evolution of a GOES agriculture development

strategy. FUSADES' policy-influencing activities have complemsnted those of
the Mission, resulting in increased access to foreign exchange for capital
goods. The Central Reserve Bank now permits exporters to sell foreign exhange
to eligible importers. DIVAGRO and other units of FUSADES are expected to
lobby actively for USAID-supported policy reforms in respect to changes in
foreign exchange rates, taxation of exports, and the banking systea.

D. Status of Agritusiness Develcpment Project

The Project calls for expenditures of $26.7 million, $20.0 million of
which was to be provided by an AID grant and the balance from FUBADES ard
sxivate sector bemsficiaries. After Amsndment No. 3 of Decesber 20, 1968,



http:l-slat.c4

-8-

which reprogrammed $1.1 million from the technical assistance and training
camponents to support construction of FUSADES' central offices, the funds were
allomted as follows:
Project 519-0327
Allocation of Funds (US$-000)

Casponent AID Coop. Cty Total
T.A. & Studies 2,863 1,000 3,363
Training 67 200 837
Credit Program 10,@ 4,5& 14,500
Assistarce to NTAE*

Operating Support 4,950 1,000 5,950
Building + Bquipment 1,100 - 1,100
Bvaluations/Reviews 180 - 180
Cont ingency an = a0
FUSADES Institutional

Support - Subtotal 6,500 1,000 7,500
Total to 1992 20,000 6,700 26,700

* NTAE: Non-Traditional Agricultural Export

The Project Agreement was signed in September of 1987 and conditicns precedent
to initial non-credit disburcements were mst o Jarmary 26, 1988. Conditions
grecedent to credit dishursemsnts were met on July 13, 1968, but no drawdowns
for credit have besn made under 519-0327 to date. Drawdcsns for technical
assistarce, training and cperating sspport brgan in August, 1968, when Project
$19-0265, which had initially funded those zctivities, had reached its PACD.
After seven months, as of March 1969, the Project has accrusd expenditures of
$1,666,700 to finance technical assistance, training and operating costs, i.e.
at a rate of $260,000 per mxmth. In addition, DIVAGRO is spending about
$50,000 monthly fram the related private—sector portion of 519-0303. Given
current and planned dishursemsnt rates, CIVAGRO estimates that $8.6 million in
AID funds (both 0303 and 0327) will remain, as of the start of FY 1990 in
October, to finance future work plans anly to the end of 1991.

Comparisons of accumulated non-credit epenses originally plarned (per Annex M

of the Project Paper) pro-rata to March 31, 1969, versus actual spending by

DIVAGRO under 519-0327 show overall expenses at 82% of budget. However, the

oparating support covered aut of 519-0265 ended cnly last August, and the

private-sector portion of Project 519-0303 will terminate in August, 1990,

g:rd:y implying a greater disbursement rate for the Agribusiness Project in
w t.m.



Operating Costs $-000 to 3/31/89  Budget 519-0327 Accrued

Qutside T/A 600.0 808.2
Training 212.5 242.1
Operating Support 1,188.8 616.4
Evaluations 0.0 0.0
Cont ingency 8Q.0 0.0
TOTALs to 3/31/89 $ 2,011. $ 1,666.7

The Project has two major components: assistance to non—-traditional export
agribusinesses and institutional support for operations. The former contains
two subcomponents: technical/technological assistance and credit assistance.
The technical/techrological assistance subcamponant ecompasses marketing and
production-related activities which are carried out cystematically by three
divisions within DIVAGRO. These divisions—— Marketing, Researsh and
Development, and Projects— have been fully staffed and are efiectively
functioning.

The Marketing division is charged with identification of specific markets, the
terms and conditions for successful participation in those markets, and for
evaluation of the present and future impact of activities of other
participants in those markets. It arranges for Salvadoran participation in
trade fairs and expositions, contacts U. S. and other buyers, ard assists in
negotiations between Salvadoran producers and foreign buyers. Division staff
have to date identified specific export markets for more than $1.50 millinn in
agricultural commodities that ocould be produced in El Salvador, thus setting
the targets for research, develcpment, technology transfer and project
promotion efforts.

Although the Marketing division has successfully pramoted the two joint
ventures noted earlier, and contimnues its joint-venture efforts, it has not
yeot designed a strategy for systematic promotion of foreign investment in
Salvadoran agribusiness. In view of the importance of such investment to the
technology transfer process, this constitutes a sericus problem which is
addressed by this amendment.

The Marketing division contimies to address transpoctation problems. The
inadequacy of transportation facilities and their concomitant costs continue
as mrketing constraints. They will remain so until the volume of agriculture
exports reaches a sufficient level to induce transport campanies to provide
regular ard economical services from the Pacific Coast ports and for
appropriate overland routes. The Mission has provided signicant suppoct
through its infrastructure projects ard local currency program to maintain the
internal transportation network. Other donors such as the Japanese and the
Germans are examining the ports, amd will possibly initiate projects to
strengthen and expand these facilities. In the msantime, DIVAGRO and
cooperating agencies have assisted in making arrangements which satisfy -
albeit imperfectly - the current transpcrt needs and for establishment of
stable, lag-term facilities. In conjunction with the Export Diversification
and Investmant Pramotion Program (PRIDEX) of FUSADES, DIVAGRO participates irn
the ROCAP-sponscred transportation program of the "Private Entities Federacicn
of Central America and Panama“ (FEDERICAP), in the Cauncil for Users of Export



-10

Transportation, amd it provides transport related assistance amd information
to a newly formad association of melon growers. DIVAGRD is assisting growers
in negotiating with land and maritime shippers to maintain dependable ard
least cost arrangements for an increasing voiumss of exports channeled through
Guatemla ard Mexico. It is now negotiating with Del Monte to expand its
aontainer services for trans-shipping through Guatemala and has campleted
arrangements with a major melon buyer to accept deliveries at Tapachula,
México, thus reducing the risk of trans-Maxico haulage.

In keeping with a long term strategy to develcp substantial markets on the
west coast of the U.S., DIVAGRO has persuaded Chiquita Brands to have one of
its ships call at the Acajutla Port to take on cantaloups and seedless
watermelon. DIVAGRD expects such service, coupled with intensive marketing on
the West Coast to give rise to regqularly sctuduled secvice.

Research ard Development (R&D) activities respond to market possibilities,
Three experimental stations are presently carrying out varietal ard commercial
production tests an 25 products. The R&D division has canpleted commercial
testing, which yields production cost data, on 15 products. This information
is provided directly to producers and to technical assistance teams for use in
pramotion efforts ard to establish cost parameters for new projects. As an
example, DIVAGRO funiad the development of a higher ylelding variety of baby
cxn; approximately 200 hectares will be produced commercially for export this

year.

The R&D division also contracts out research on plant diseases. Responding to
devastation of a cucmbar crop whose production DIVAGRO has promotad, it
contracted specialists from the University of California at Riverside, who
identified the cause as an aphid-borne virus and recommended measures for
prevention of new outbreaks. Recent trials have confirmed the diagnosis, amd
cucumber production has resumed.

The RED division has established a pesticide control program for all projects
assisted by DIVAGRO and utilizes its experimsntal stations for training of
pcivate sector farmers, agricultural students and more recently msmbers of
agrarian reform coops. In preparation for a major effort to pramote
mariculture, the division now utilizes short-term shrisp adviscrs to assist
present producers and has issued an RFP for a long-term institutional contract
with qualified shrisp consultants; the selection process is arrently underway.

ummummmmmmm:-mm
increased, resources and facilities have become strained. The division is

Mdmeotuuapcity,yunor-hntob-m.

The Project division promotes investment in the production and processing of
non-traditional agricultural export products. The division publicizes new
opportunities, carries out seminars, and assists potential investors in
preparing business plans. Since August, 1968, the division has assisted in
the disign of four projects; cne was funded under the Water Management Project
by FID¥X, the lending unit of FUSADES. The remaining three have been



financed by the commercial banking system. An important and beneficial
consequence of this activity in the short-term has been the linkages
astablished between DIVAGRD and the commercial banking sector. DIVAGRO's
technical advice has achicved a high level of credibility with the banks.

The emerging collaboration with comnercial banks bodes well for the long-term
sustainah’iity of DIVAGRO's program.

In addition to its project design work, the unit makes technical evaluations
of loan applications on behalf of FIDEX and monitors implementation of
projects that are financed by FIDEX. At present, 27 loans to 18 companies
are being monitored under the Water Management Project and this already heavy
workload is expected to dable over the next several years. The division's
staff also serves as the main interface with potential or actual loan
applicants, arranging for marketing or production assistance an their

behalf. Currently, DIVAGRO provides tecinical assistance under cost-sharing
contracts with 26 firms.

The Projects division also administers the "Field Agents® program under the
Water Management Project. This extension program is important to the overall
technology transfer role of DIVAGRO. About 22 field agents are employed
directly by eight agriculture processcrs and are purtially subsidized by
DIVAGRO. The agents provide technical assistance to primary suppliers and
monitor their growing and handling practices. Others, employed directly by
FUSADES, provide similar services to 256 growers who are carrying out field
trials or orvwmercial prchuction. :

The field agents program has been successful in that the recipient farmers
have adopted the technology and are sucosssfully selling to processcrs. This
approach has enabled processcrs to extend contracts to a wide range of
growers, notably unexperienced cooperatives. Currently, the Water Management
Project finarces the field extension agents, sincs they primarily work with
irrigation-related projects. However, given the success of the program, the
Agribusiness Project will iacorporate the existing growp, amd expard their
mEbars over the remainder of the Project.

As DIVAGRO's technical assistance netwoc:ks have expanded there has been a
direct impact an the well being of small farmers and cooperative mesbers. At
present, 19 cocperatives with a total msmbership of 4,306 families are
receiving assistunce from DIVAGRO or one of its cooperating technical
assistance delivery agencies. Further expansion of assistance to coops and
small farmers is called for in DIVAGRO's work plan for 1989. Technical
assistance for cocp investment in agriculture and aquaculture will be
provided to support acocsleration of the Agrarian Reform Finance Project.

FIDEX has not disbursed ary of the $10.0 million credit component under the
Agribusiness Developmant Project. FUSADES attributes the delay to a
combination of factors, which will be only temporarily operative: less than
a year has elapsed since the credit CP's were met; loan applications received
dxring this period were =ligible for lemling under the Water Maragement
Project and g.o million were approved for funding from that credit line; the
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high liquidity of the commercial banking system, during this period, provided
potential borrowers with more attractive credit alternatives; and many
Salvadcran buginessmen announced their intent to delay investments until
after the new governmant assumed power in June 1989. However, FUSADES also
concawrred with USAID cbservations regarding the lack of credit movement, i.e.
excessively conservative banking practices and limited pramotional efforts by
FIDEX had reduced the effective pool of berrowers.

Changes in FIDEX policy and practices have been made to bring them more in
line with acceptable developmental lending criteria. FIDEX now has agreed to
broaden eligibility requirements while tightening project analyses and
establishing more agile processing procedures. The lending unit will place
re emphasis on aquaculture, where demand for development lending has been
ignared by other lenders. FIDEX has received authorization to utilize a
limited amount of grant funds to take equity positions. To implemsnt thase
changes and to accelerate the lending process, FIDEX has esployed an
additional experienced bankar.

The new exphasis on projuct pramotiaon, the reduction in commercial bank
liquidity and the likelihoad of new governmantal policies favorable to
private enterprise are expscted to lead to acoelerated lending.

Approximately $5.0 million in new loan applications are currently being

processad.
II1. Project Asendment Description
A. Relationship to the Country Development Strategy

The amended Project conforms directly with the thrust of the Mission's
approved CDSS. Our program support will be directed primarily at the
country's 250,000 smll farm families. Our assistance will be geared to help
these growers increass their incomes by diversifying their production regime
through the addition of export commodities to their traditional cropping.

The recognized that diversification via non-traditional agricultural
development in El Sulvader is as risky as it is necessary. The CDSS
identified techmological constraints as key cbstacles to targetting the
non-traditional sectar. The amanded Project will undertake the strategy of
assisting processing and marketing firms to overcome technologioml
constraints amd link these agribusinesses with small farmer and cocperative
producers. Although the ultimate target group is the small farmers, the
Project will use agribusiness investors and cooperatives as implemsnters. In
accordance with the CDSS, the smended Project will solidify linkages with
other angoing Mission projects, which address agrarian reform production
constraints, thereby making thess efforts more efficient and more

productive. DIVAGRO, through the implementers, will pass on technical
ussistance, technology pacikages, and market information to small farmers who
will plant off-seascn, high-value crops for sale and export. The intensive
farming techniques will benefit upwards of 11,000 small farmers and create
additional exploymsnt opportunities for rural laborers, thereby fostering



equity with econamic growth. The benefits deriving from these agribusinesses
are expected to multiply quickly as growing export sales increase the demand
for raw product. This will gensrate employment in processing amd expand
opportunities for small farmers to supply production in accordance with the
grinciples of the CDSS.

The amended Project, in addition, will have a significant impact on women in
accordance with cbjectives. The increasing ties with cooperatives will
enable much greater female participation, since in some cocperatives, women
farmars constitute upwards of 30% of the membership. The expansion and
growth of the processing industries will provide greater employmant
opportunities for rural women, since females amstitute the majority labor
force in these plants.

The amended Project supports the CDSS by recognizing that agribusinesses are
innovators and diffusers of technology. It utilizes those who have vested
interests in assared quantities and quelities of market production to
transfer technology that will increase the intensity with which the small
farmer uses his land and labor. With new markets and technical assistance
provided by the processcrs and marketers of non—-traditional agricultural
exports, subsistence farmers can fully utilize their larmd amd family labor
resources and earn important new cash incomes. In this manner, the Project
will provide income opportunities to those otherwise umable to invest in
risky ventures.

B. Rationale

The commercial, economic, technical and administrative assumptiomns
underlying the original project design have been validated. The basis for
expansion amd intensifimtion of DIVAGRO's activities is now established and
promises to have major impacts on non-traditional praduction and oxpart
sales. Demonstrated effective demard for Salvadoran agricultural products
exceeds present sypply capacitiesr and there is evidence fram potential buyers
that the U.S. amd Buropsan markets can readily abscrd incremsntal supplies
fram El Salvador in quantities well beyond levels anticipated in the original
project. The expsrimental output of DIVAGRO and the commercial production of
farmers and processcrs indicate that El Salvador can produce campetitively.
The nation's underutilized agricultural infrastructure and labor, and its
re progressive mamgemmnt practices, provide a resource bese and
cowparative advantage upon which such production can be expanded. As
mntioned earlier, due to initial results achieved by mslon and vegetable
growars ard processcrs, both private ard cocperative land owners ace
increasingly willing to enter into praduction. The non-traditional
agricultural export sub-sectcr is now recognized as having majar
dsvelopmental potential. The practicality of pursuing that potential is
acknowledged by both the private sectar ard the GOES.

DIVAGRO has been instrumental in bringing about such recognition. Its
demonstrated successful work with procesecrs and growers and the value of the
research and development efforts have made DIVAGRO the mout effective export
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promotion amd assistance entity in the country. Initially hostile to the
FUSADES, government agencies have increasingly availed themselves of its
facilities. Now the Central Reserve Bank has entered into formal relations
with FUSADES in promoting and financing non-traditional agriculture exports on
the agrarian reform cocperatives. DIVAGRO's experimental stations are
utilized for training agricultural students and personnel of cooperatives.
DIVAGRO's annual plan fcr CY-1989 includes the provision of direct project
development and tachnical assistance to agrarian reform cooperatives. Two
AID-furded PVO's —— Technoserve (519-0312) and the National Cooperative
Business Association (519-0353) — also draw on DIVAGRO marketing and R&D
services in support of thair own promotional and technical assistance services

to the coops.

With the inauguration of the newly-elected gwerrment, cocoperation between
FUSADES and public-sector agencies is increasing. The Mission believes that
the new govermment will institute policy reforms in respect to foreign
exchange rates, export taxes and the financial structure, and will initiate
ard igplement programs to foster the growth of non-traditional agriculture.

As noted earlier, export oppcrtunities for Salvadaran non-traditional
agriculture products are far beyond current production capabilities.
Praoduction constraints now mainly impede the desired acceleration in foreign
sales. Although marketino efforts will continue mabated, they must place
greater amphasis on inducements to foreign investment in agribusiness. Such
investment with its concomittant transfer of technology will directly
oontribute to the productive capacity of El Selvadcr. Whereas at earlier
stages of develcpment of ran-traditional agriculture, potential foreign buyers
and jnveatrra were urvlarstandably reluctant tc commit themselves to a .
Salvadcran exposure, now the country is being recognized as a stable and
growing supply source to the U.S. food products industry and U.S. firms have
expressed new interest in establishing facilities here.

Bven with substantial foreign investment, it is clear that local
farmers/processcx will continue to provide the major source of new

ion. Their sucoessstul response to the opportunities presented ($150
million identified) in export markets will require a massive project
developaent effort, which implies greatly expanded technology transfer
efforts. The inclusicn of agrarian reform cocperatives within the client pool
of DIVAGRO opens up production possibilities on the most fertile lands of the
country, a3 well as enhancing production opportunities for female-owned and
operated farms. The coops already have access to about $60 million in credit
urder the Agrarian Reform Finance Project and from other substantial credit
lines of the Central Bank. Therefore, transfer of technology is the major
requiremant for activating non-traditional crop production by the coops.

Sucoessful penstration of the U.S. foods market requires that Salvadoran
products meet standards iwposed by cornuumer tastes and by government safety
requlations. In recent years, increasing concerns over introducing both
eotic pssts and prchibited agro—chemial residues have avused the U.S.
government to tighten regulation and inspection of impoarted foodstuffs.
Salvadcran products have not yet been detained on residue violations, dus
partly to the positive ‘mpact of DIVAGRO's pesticide control progran amongst
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agricultural expcrters. However, with the plamned growth of expocts
stimulated by this Project, some of these products may fail to mset the new
U.S. standards. Penalties can be severe, including automatic blanket
detention of all produce from a violating arigin (i.e. from innocent, as well
as gquilty, exporters) and heavy fines. To protect the acceptability of
produce fram El Salvader, and in the absence of a public Salvadaran quality
assurance lab, efforts must be made to provide new expart producers with
technical assistance to meet the more rigorous U.S. import inspections. A
recognized and effective quality assurance program will be required as a key
marketing instrument. The transfer of technologies to institute armd maintain
a national quality assurance program is now essential to the success of the
agricultural export effort.

Due to the greater mumber of potential exports identified relative to those
planned in the original project design, and the expanded research and testing
performed by DIVAGRO, the furding for maintenance of DIVAGRO's basic programs
would expire about six months prior to the currently-scheduled PACD in 1992.
Provision for continuation amd expansion of the program must be made in ~rder
to continue and enhance required functions through 1994. By that tims,
DIVAGRO can be expecied to have made a mix impact on export production, and
the income stream from the two agricultural credit linss would fund selected
services.

C. Goal and Purpose

The goal of this Project is to increase esploymsnt amd foreign exchamge
earnings. The purpose is to increase the production and export of
nonr-traditional agricultural products. These remain unchanged from the
original Project Paper. This amendment will add and direct resources for
technology transfer and operational suypport to enhance attaimment of the goal
and purpose; no addition to the credit sub-component is proposed. This
amerdamnt will also extend the PACD to Septesber 30, 1994.

D. Component Description
Component 1: Assistance to Non-Traditional, Export Oriented Agriculture.

Two elements make up this component: technical/technological assistance
and credit assistarce. As noted, this amsndment will not adjust nor provide
incremsntal funds to the credit line. Should the credit line be drawn down
prior to the PACD, the Mission will cnsider providing incremental funding or
will assist FUSADES in cbtaining funds from other sources.

a. N Technical and Project Prosotion Activities

As noted earlier, expansion and accsleration of technology development and
transfer are critiml to timsly exploitation of El Salvadcer's competitive
position. Three new programs, and the strengthening of several current
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DIVAGRO programs, will enharce the technology transfer desmed necessary for
the attainment of DIVAGRO's praduction target of $61 million annually in

non~traditional crops by 1994.

The first is the establishment and cperation of a quality assurance program
(OAP), modeled in part, on the successful Fundacidn Chile program. The QAP
will link public ard private sector initiatives for integrated pest management
(IPM) within the context of GOES regulatory policy. Backed by the analytical
capability of a new laboratary, DIVAGRO will provide technical assistarce,
extension educational activities, and training in chemical-use monitaring and
product inspection to gradually impose the necessary discipline an export
growers and processcrs who need to comply with sanitary requirements and
grading standards of importing countries.

To the private sector, quality assurance begins with soil and water testing of
croplards for potential export productian, to determine the fertilizer and
irrigation requirements and a pesticide plan using EPA-approved

agrichemimals. The amended Project will integrate DIVAGRO's present pesticide
omtrol program into the Quality Assurance Program. By training a network of
agronomists -- directly and through the “Field Agents” and CUUSA cooperative
tecimical assistance programs— DIVAGRO can transfer new cultivation
technology based an biocontrol, pest management based an pest surveillance and
carefully-timed chemical application, and harvest decisions based on
recompanded withdrawal periods to avoid chemioal residues. The agroncmists
will become “certified inspectors” in a field sampling program designed to (a)
guide farmers in controlling pests and diseases aml (b) assist packers in
meeting quality grades and expart packing and labelling requirements. The QAP
will include testing for pesticide residuals during on-farm, in-plant am
pre-shipment inspections. For food processors whose products need
microbiological analyses, the QAP will provide advice in wpagrading personnel
and facilities of existing Salvadoran laboratcries.

The maintains an acceptable registration and monitaring systea for
agrichemical formulations ac the distributor level and a quarantine system for
fresh food impocts. Howsver, inspection of c_:% for insect, disease,
chemical, and bacterial contamimtions is very ted. In order to involve
public regulatcry agencies in the export quality assurance prooess, DIVAGRO
will extend information on the ever-changing overseas status of agrichemicals,
their approved uses amd tolerance levels. Upper-level GOEB technical
persomnel will be trained, as appropriate, in such areas as sample taking,
chemical registry, reccrd keeping, plant pest and disease identification, amd
inspection skills. Chemical residue, soil, and water testing will be offered
to regulatery entities desiring to contract for these 1ab sexvices.

The Quality Asssurance Program will require establishing and equipping a
laboratcary to be managed by DIVAGRO's Marksting division. Study of existing
Salvadoran laboratories, both private and public, did not uncover any cne that
could offer the required testing, efficiently, on a contract basis. The
largest, at CENTA (the public R+D counterpart of DIVAGRO), suffers frcm
disruptive labor disputes, a crippling requisition system for perishable lab
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reagents, a different "research” focus, and badly deteriorated facilities.
The others have very narrow capabilities and mardates. The QAP budget
includes $552,000 to build and equip a new lab, plus $1.2 million in supplies
over the next five years. Salaries for top laboratory staff, competent to
train others in-country, will cost about $800,000 over the next five years,
offset anly in part by the projected $500,000 in testing fees.

A permanant technical advisor will guide QAP policy. With solid experience in
USDA/APHIS and FAO procedures and in dealings with Central American regulatory
agencies, he/she will assist the GOES in updating plant protection
legislation, amd in training new leaders in IPM and quarantine techniques.
Another 60 man-ponths will be contracted an an intermittant basis through
either a PASA with USDA/OCID or Memoranda of Understanding with EPA, FDA,
and/or other US agencies, as required. This outside tacmnical assistance is
budgeted at $1.2 million total over the next five years.

The QAP will also require an agrsemant between the Ministry of Agriculture,
FUSADES, and the appropriate US goverment agencies, in order to secure the
services of an on-site USDA instructor/inspector .nd FDA certification for the
new lab. The agreemsnt will include details on the roles and responsibilities
of each institution in the process. The private and public sector linkages
created will be crucial to the success of this activity, since ultimmte
responsibility for quality control, including enforcement actions, lies with
the oovernment. However, the DIVAGRO quality control program will be the
catalyst and the standard fram which the Salvadoran government can improve its

procedures in this area.

The secord new activity is the establislment of an aquacalture expsrimental
station. The $2.1 million budget covers five years of operations. DIVAGRO
interds to utilize its aquacultural experiment station to test and cost
various shrimp growing techniques and to disseminate the appropriate
technologies to actual ard potential producers. The disparities in growing
conditions along the Salvadoran coasts and the rapid changes in technulogy and
concomitant productivity requires careful and knowledgeable development of
each new productive area. The station will also be utilized to orient and
train entregrensurs, managers ard workers in hatchery and pond operations.
Participation in such training will be required of all loan applicants and
their proposed staff, but will also be offered to all shrimp growers. The
station, consisting of two hectares of ponds and a small hatchery, will be
opsrated by a four-person team of contracted aquaculturists who will also
provide direct technical assistance to DIVAGRO's clients.

In addition to shrisp mariculture the station will carry out, in its own or
cooperating facilities, experiments in the production of freshwater prawns,
red figh, other selected saltwater finfish, and oysters. DIVAGRO anticipates
that the station can provide extension services to develop between 5,000 to
10,000 hectares of aquacultural production units ranging from large
semi-intensive ponds to small highly intensive ponds, operated by small
holders. These plans are predicated on the results of studies carried out by
RDA International and by Tropical Research Asaociates.
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The third activity, the institutionalization of a systematic foreign
investment pramotion program, will require the establishment of an extensive
netwark of highly expsrienced and knowledgeable agribusiness personnel who
evaluate the changing needs of U.S. agribusiness f{irms and who have access to
the decision makers within those firms. The personnel will be expected to
present E1 Salvador as an alternate site for growing and processing of
agricultural products which are encountering cost o agronamic problems in the
U.S. or elsewhere. These individuals will have posssssion of Salvadoran
production cost data as a pramotion tool, and will be able to arrange
technical assistance and to assist in the structuring of attractive financing
through FIDEX or the banking system. The personnel will represent DIVAGRO in
generating interest in investmant and in creating conditions for its
realization.

DIVAGRO has proposed that selected personnsl be esployed psricdimally within
the U.S. to carry cut the promotion efforts. These individuals will respond
to an overall strategy which they will help to devise. They will also carry
out specific pramotion activities based upon the analysis of defined
subsectcrs of the U.S. agribusiness community. DIVAGRO has oontacted scme
U.S. technical assistance sources as potential suppliers of these services.
One such PVO is the International Executive Service Corps, which currently has
moze than 3,000 retired agricultural executives and specialists on its
volunteer rosters. The ready availability of these highly qualified and
experienced vo!'nteers could make the IESC a highly effective promotional
vehicle and cowd overcome the prohibitively high cost of mounting the
intensive and professional investsent pramotion campaign now needed by El
Salvador . o

b. Exmnsion of Existing Activities

In addition to the three new programs, DIVAGRO will intensify and/or
expand the on-going research and technical assistance activities which are
desmed essential for timely expansion of non-traditional export production.
Markst search activities have, as noted earlier, greatly expanded the lists of
El Salvedor's potential product lines. The research and technical assistance
efforts will focus on anticipating and resoclving production problems for the
{dentified camodities and transfering production technologies to Salvadoran
growers. As varietal ard commercial tests are conducted, products will be
selected on the basis of valus and the degree of campetitivensss for

priocritized production.

The arqanizational and physical infrastructure of the research program is now
almost complets. A new experimsntal station to be located in San Miguel will
be used prisarily as a desonstration and training center in that isolated area
for farmers who have been unable to participate previcusly in DIVAGRO's
programs. The three existing stations are fully functioning ard, supplemented
by on-farm testing sites, will be able to acoslerate varietal and commercial
testing programs. The on-farm testing sites will, for the most part, be
located on agrarian rafoarm cooperatives, thus enabling DIVAGRO to train coop
mesbers in agroncmic practices as a prelude to their own comsercial production
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of the tested comdity. The on—site testing will also suypport the investment
promotion efforts of DIVAGRD's Project division by establishing production
capacities upon which processcrs can predicate expansion plans. Similar test
plantings will occur on private lands especially for ornamentals and those
fruits or vegetables which require special climatic conditions.

Plans are well advanced for utilization of foreign ressarch entities to
syrport or complement DIVAGRO's in-house research. Crop protection, e.g.
disease and pest control research, was initiated earlier by the University of
California at Riverside ard will continue. Additional assistance will be
contracted with universities which have special expertise in tropical plant
pathology and entomology. Similary, ocontractual assistance will be cbtained
fram external agenciaes which have special expertise in production of sselected
crops under tropical conditions. CIAT of Colambia, Zamorano in Honduras and
the University of Florida are being considered as resource centers,
respectively, for production of legumes, asparagus ard tropical tree fruits.

A new research initiative supporting an attesmpt to penetrate Buropean markets
is being structured as a result of contacts with a major Dutch seed proaducer
and food importer, Bejo Zaden. Where previously DI/AGRO had assisted
individual processcrs in producing for perceived niches in the European
market, i.c. haricot vert beans, Bejo Zaden offered its assistance in
responding to the nvw markst opportunities which it anticipates will result
fram reduced farm subsidies and from Spain's full entry into the EEC. The
coxpey is pradicsting 1t o business strategias on those developments..
Anticipating sharp upward increases in the costs of Europsan vegetables fram
1992 orward, the Company has offered technical assistance in the adaptation of
Buropean vegetable seeds and for their use in developing a supply source in
Central America. The Company will provide technical personnel at no cost to
DIVAGRO, which will utilize its experimental plots and other sites to carry
out varietal and commercial tests.

Delivery systems for training and extension will be modified to accomodate the
expanded clientele group, including private-sector entreprensurs whose
interest in non-traditicnal production has been whetted by demonstrated
advances of DIVAGRO, and the Agrarian Reform cooperatives which, through an
agreement with the Central Reserve Bank, will now receive project-related
assistance from DIVAGRO. Technical assistance will incarporate, in most
cases, crientation amd training at experimental stations followed by
production and harvesting assistance at farm sites. The activities
implemented under the Water Management Project (principally irrigated
agriculture and the field agents program) will continue within this effort.

In this activity, DIVAGRO vill undertake a special effort to increase the
mmber of female beneficiaries under the Project. DIVAGRO will develop
suypplemental plans to identify femmle beneficiaries and isplemant strategies
to strengthen pramotion, technical assistance and extension efforts geared
towards women. Part of this effort will consist of using existing and
identifying new mechanism; to assist in the promotion and transfer processes,
e.g., previcusly identified Mission projects. The technical assistance,



-20-

training and extension efforts will consider and incarporate strategies to
cbviate any cultural constraints to female participation. This approach will
foster expanded oppcr’ ~i1ties and increased participation in agricultural
diversification and - -—<raditional exports for wamen.

Section VII (B), Technical Analysis Update, discusses specific programmatic
and technical prccesses in elaborating the technology and project development
activities. This section also examines current development activities and
future plans.

Component 2: Institutional Support

The funds provided urder this Amendment will cantinue to support the
strengthening of the institutional capabilities of DIVAGRO, as well as scme
central FUSADES' administrative functions. DIVAGRO will oontinue in its
managerial role covering project implementation responsibilities. 1Its
Marketing, R&D armd Projects divisions will implement the technology transfer
activities. The Marketing division will add a new subdivision that will
implement the Quality Assurance Program. The Amendmant funding will cover
salaries, rent, office supplies, office furniture, publications and general
overhead costs to facilitate the new amd expanded activities under the Project.

As part of the institutional strengthening approach, DIVAGRO has received
authority from the FUSADES' Board of Directors to omtract for personnel
services and gopds using the central procedures approved by AID. DIVAGRO,
through its administrative division, has used this authority well. The
Administrarive division will utilize the funding under this Amendment to- -
continue its contracting functions to provide the additional staff, technical
assistance, training, equirment and supplies for the activities performed by
the other divisions. Key contracted capital expernditures for the amendment
will be the building and equipping of the quality assurance program lab, the
«uipping of the aquaculture experimental station, and replacement of some
drip irrigation equipment and vehicles. Any oontract over $100,000 requires

prior AID approval.

Due to the Quality Assirance Program, the full-time staff of DIVAGRO wilil
increasa fram its presert level of 28 employess to 34 employess. Short-term
and nedium-term technioal assistance will play an isportant role for
initiating the new activities. Experts will train permanent DIVAGRO staff to
assume control over all facets of a given activity. This on-the-jcb training
approach, spplessnted with additional internal and external training
opportunities, has served DIVAGRO well in building in-house expertise ard in
enhancing overall mmmageaent performance for angoing activities.

Given the miltiple tasks performed by DIVAGRO, a staff of 34 will be
remarkably ssall. In comparison to the 400 professionals at CENTA, a
government agency with similar responsibilities to traditional agricultural
sectors, DIVAGRO appears lean and higly cost-effective.
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As an additional indimator of the level of institutional strengthening, the
Mission expects DIVAGRO (through FUSADES) to assume a greater ghare of its
operaticnal suppoart and technical assistance costs as the Project proceeds.
Interest earnings fram the loan portfolio, testing fees by the QAP laboratory,
local and fareign sales for the field stations and other revenue generating
activities will provide the financing to cover the increasing share of these

expenses,
B. BEd of Project Status

As originally designed the Project anticipated that by 1992, its activites
would directly cause or influence the generation of $21.3 million in foreign
exchange ard generation of 6,000 psrsan/years of esploymsnt; and that FUSADES
would have enhanced its ability to pramote and support export-oriented
agribusiness.

The export projections, in light of advances made to date and the perspectives
derived fram the expanded technical assistance program proposed herein, can be
revised upward. DIVAGRO projects that its programs will contribute by 1992 to
anmual non-traditional agricultural export sales of $29.0 million, with the
side benefit of anothar $4.5 million saved through import substitution. By
the end of 1994, the Project's momentum would generate $49.0 million annually
in foreign exchange (plus another $12.0 million saved by import

substitution). Employment generation would then total 12,600 jcbs (fulltime
equivalents) on 23,300 hactares. Important production and esploymen:
increases will continue to register after the PACD.

IV, QOST ESTIMATES AND FINANCIAL PLAN

A. Financial Plan and Analvywis

This Project, as amsnded, will total $44.0 million, of which $33.0 million
(758) will be AID grant-funded from the Agriculture and Rural Development
appropriation account. An estisated $11.0 million in looal currency
equivalent and in-kind contributions will be made by FUSADES and participating
beneficiary groups. AID funds are cbligated through a Cocperative Agreement
with FUSADES. The life of project is seven years, begimning in FY 87 and
ending in FY 94. The Summary Financial Plan is shown below. Annex 2 contains
an annual disbursement schedule for AID's contribution by activity for the
next five fiscal years, reflecting costs of the new activities mentioned in
the amsnded Project description.
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Alloation of New Amendment Funds to 0327 Us$-000

Elesents AD  Coop. Cty.  Total
T/A + Studies 3,100 1,000 4,100
Training 1,700 700 2,400
Credit Program -0- 0= -0~
Operating Suppart 6, 500 2,500 9,000
Building + Equipment 900 100 1,000
Evaluations 100 ' 100
Cont ingency 700 R 700
TOTAL 13,000 4,300 17,300

Summary Amended Financial Plan ($000)

AID* Total Cooperating
X Ic AID Country Total
Component 1
Assistance to
NTAE Projects
TA & Studies 4,000 1,963 5,963 2,000 7,963
Training 1,700 637 2,3%7 900 3,237
Credit Line 3,000 7,000 10,000 4,500 14,500
Component II
Institutional
Support
Operating Sup 4,500 6,950 11,4%0 3,500 14,950
Blgg + poent 600 1,400 2,000 100 2,100
Eval/ Rev 180 220 400 0= 400
Cantingency 300 550 850 =0= 850
Subtotal 3,580 9,120 14,700 3,600 18,300
TOMAL 14, 280 18,720 33,000 11,000 44,000

* Allomation of funds between foreign exchange amd looal currency is an
estimate. The division of funds between the two currencies may be adjusted
dring isplemsntation to mset financing needs as they arise.

Mo funds will be added under this amsndment to the credit program, which
remins at $14.5 million or 33% of total Project costs. Using $10.0 million
of AID grant funds, the program will finance export-oriented agribusinessas
and suppliers in fareign and/or local cwrrency. Foreign currency portions of
loans will be used to finance foreign procuremsnt costs, while lomml currency



poctions will finance local procurement and working capital costs. The
amounts are unchanged, but the Mission has insisted, and FUSADES has acocepted,
modifications to credit policy and criteria. At least $4.0 million must go to
aquacultural projects. Up to $2.5 million of the credit fund can be used to
mv;s: FUSADES equity in highly-developmental projects that need additional
capital.

An estimted $7.9 million ($4.1 million under this Apendment), or 18% of total
project costs, will finance cutside technical assistance and studies,
reflecting the more intensive involvement in technology development and
transfer. The cooperating country contribution includes direct payments made
by recipients when accessing this assistance.

Approximately $14.9 million ($9.0 million under this Amendment), or 34% of
total project costs, will fund operating support. This level reflects
expansion in various technical activities undertaken by DIVAGRO staff,
particularly relating to export quality assurance (of which $2.5 million is
operating support) and aquaculture ($1.3 million). This operating support
assunes FUSADES financing a greater share of these costs as the project

progresses.

The building and equipment line item incorporates financing for the FUSADES
central office building under Amendment No. 3 to the Ajreement. The proposed
Mendment to the Project Paper will add $ 1.0 million, of which $900,000 are
AID funds: $552,100 in equipment and space for the quality assuzance
laboratory, $231,000 of infrastructure for an aquaculture experimental
station, and $116,900 in vehicle and equipment replacement.

The Project has programmed two majcar evaluations and five financial reviews at
a cost of $400,000. The project also provides $850,000 for contingency
fuding. This amount is relatively small, since scme slack has been built
into the other line items. In additon, future interest earnings fram both
agricultural credit lines (0303 and 0327) could cover some unforeseen costs.

B. Assessment of Methods of Isplemsntation and Financing

The methods of isplemsntation and financing for this grant, as established in
the original Project Paper, resain valid and in place for activities under
this amendment. The sumsary table of these msthods includes
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Inputs Inplementation Financing

TA ard Studies HC PSC & small He Pericdic advances
ontract with firms with direct reimbursement

Training FUSADES makes direct Periodic advance with
arrangements direct reimbursement

Operating Support FUSADES contracts, pro- Periodic advance with
ares & makes arrange— direct reimbursement
ments directly

Building & Equipment FUSADES contracts, pro- Pericdic advance with
Qures & makes arrange- direct reixbursement
msnts directly

Pvaluations & USAID contracts evaluations Direct payment

Financial Reviews FUSADES contracts audits Pericdic advance with

direct reizbursement
Contingency — —
Credit Program Trust Agreement FX loans Periodic advance with

Commercial Acct IC loans direct reimbursement

C. Impact on Recurrent Costs and Project Sustainability

The sustainability of DIVAGRO beyond the PAD will be conditioned by three
factors; its level of activities, the containment of activity costs ard its
level of incoms. Funds provided by this amendment will in the short run

DIVAGRO's activity levels, ard thus enable the unit to address and
resolve a back-log of urgent technology transfer concerns within the Project's
time frame. As the back-log is eliminated residual activities are expected to
be substantially reduced. Having met all of its major capital and start-up
costs during the life of the project, future costs will primarily be incurred
for core operations.

Oontainment of those opsrating costs will be difficult in view of continuing
inflation. By increasing the user-cost of its services, DIVAGRO could
compensate for inflationary pressures. Moreover, the attainment of high
levels of competance by DIVAGRO's permanent staff will greatly reduce the need
for external consultants, which will be a major cost item as the backlog of
problems are addressed. The Amendment thus permits DIVAGRO to carry out
critiol and urgent develcpment tasks, create a knowledgeable ard profitable
non-traditional agricultural sub-sector, and positions it to maintain
essantial secvices in the future.

The Amendment makes a major contribution to increasing DIVAGRO's revenue

base. Of twelve income-generating possibiiities evaluated by external
consultants and FUSADES staff, three are considered as significant income
generators over the next five years; and each of these will be enhanced by the
anendxent .
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The first consists of interest earnings fram the Water Management and the
Agribusiness Develcpment Project loan components. The potential anmual
interest payment3 available to DIVAGRO will range between $1.2 million to $1.6
million, as the credit portfolio develops over the next five years. These
projected amounts are net of a full share of FIDEX overhead costs, net of
expensed bad debt, and net of a $300,000/anmum contribution to central
FUSADES' overhead. The nature, lavel and risk elements of the Agricultural
Portfolio will be directly influenced by activities proposed under this
apendment. The intensified and accelerated RiD and technicml assistance
efforts are expected to provide FIDEX with a greatly increased project
pipeline, leading to rapid attainment of an optimum poartfolio level and
concomitantly improved revenue flow. Although such variables as bad debt
levels and local currency devaluation cannot be predicted accurately, we
should expect at least $6.0 million of interest income available to support
DIVAGRO fram the two agricultural credit lines over the next five years to the
new PACD of September 1994.

The second soxrce of income is produce grown on the four experimental
stations, incidental to the comnercial field trials, on 45 hectares
miltiple—cropped under ¢ -ip irrigation. Such sales are projected to yield
$168,000 per armum or $840,000 total over the next five years. The third
source, fees for chemical analysis ard quality certifioations obtained under
the Quality Assurance Program are expected to produce about $500,000 over the
next five years.

Minor revenues are earned by fees charged to participants at seminars and
short courses. Other options within DIVAGRO's present capabilities are being
parsued, such as sales of technical information and hybrid seeds, and fees for
feasibility studies and contracted technical assistance. However, these are
high-cost operations and will not gensrate big margins. To these pocential
inflovs may be added additional revenue from specific undertakingr, on behalf
of the GOES, if, as has been proposed, scme aspects of government-supplied
agricultural assistance are privatized. A detailed schedule of anticipated
income to DIVAGRO through 1994 appsars at the end of Anex 2.

These revenuss together offer a substantial income base for continuation of
DIVAGRO's programs at a reduced but zignifioant level. After the PACD in
Septezber, 1934, potential incame from identified sources could fund about 90%
of essantial ccxe services. Based on a synthesis of three studies from
Developmant Associates and Development Alternatives commissioned by the
Mission &xring the past 12 months, and including recent discussions with
FUSADES' management, anmuml reveruss of $1.6 million can be projected against
the $1.8 million continuing budget for a modified program of non-traditional
agricultural export technology pramotion, adaptive R&D, and extension.

A suggested "core” progrim wauld include only two field stations, the Quality
Assurance Program without the cutside technical assistance, about half the
current Projects division effort, present levels of seminars, marksting
information services, and the "field agents" program. At least a one-third
reduction in present staff levels would ocar. By slowly increasing
cost-sharing requirements for recipients from 358 to 75%, $100,000 of DIVAGRO
resoxrces could leverage upwards of $400,000 in technical assistance. After
the PACD, the aquacultural research station, two of the horticultural field
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stations, ad the U.S. inwestor pramotion programs could be terminated.
will have produced the desired results and/or different mechanisms will be
established for their funding.

A “"post-Project” DIVAGRO might include (US$-000 per anmum):

Quality Assurance $00.0
Outside technical assistance 100.0
Sexinars and courses 120.0
2 Field stations, demo plots 200.0
Field agents program 40.0
Subtotal Program Expenses $ ~ 960.0
Salaries + benefits $00.0
Equipment replacement 40.0
Faployee travel 40.0
Publicity + pramtiaon 2.0
Admin O/H + services 250.0
Subtotal Operating Expenses $ 8550

Total post-Project DIVAGRO budget $ 1,815,000 for core services.
V. AMENDMENT IMPLEMENTATION PLAN

A. Implementation Responsibilities amd Administrative Arrangements

The $13.0 million Amendment to the autharized $20.0 million grant will be
obligated by means of amendments to the existing Cocperative Agreemsnt with
FUSADES. Through FY 88, $17,854,000 had been obligated for the Project,
including the entire $10.0 million for the credit program. At present
disbursement levels averaging about $260,000 monthly, DIVAGRO's non-credit
(i.e. technol transfer) activities could continue into FY 1991. This
Anendment adds $7.3 million in three new technology transfer activities,
beginning immediately and budgeted through FY 1994. In FY 89, the Mission
will obligate $11,046,000, with the $4.1 million balance obligated in FY 90 or
91 agreemsnt amsndments, subject to the availability of funds amd Project

recuiremsnts.
1. Coordination and Management of Project Implemsntation

The strategy emmciated in the original Project Paper remains in force.
The DIVAGRO department will take the leadership role in project
implementation. Its Marketing, R&D, and Projocts divisions will implement the
technology transfer activities under the Amendment. The QAP will necessitate
the creation of a new subdivision within the Marketing division to implement
those activities. FIDEX will take the lead role in analyzing credit
application and monitoring the loan program coordinating closuly with
DIVAGRO. FUSADES central will provide support to project activities when
necessary. The Mission will omtinue to monitor activities in a manner that
sprorts FUSADES 'independences and reinforces attainmant of Project cbjectives.
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2. Implementation Plans

The requirement that DIVAGRO submit specific, anmual work plans continues
in force. The work plans identify the specific crops to be exploited, the
activities required to properly test the crops' potential, needed
procurements, estimated timetables, estimated funding requirements and
personnel levels of effort. Recently submitted, amended work plans indicate
that initial activities under the quality assurance, the aquaculture station,
amd ﬁo;;gm investor pramotion programs will commence in late 1989 through
late 1990.

3. Mrplication of PD-15 (Bumpers Amendment) to Project Implemsntation

The Mission and FUSADES have established mechanisms, as cutlined in the
criginal Project Paper, to insure against violation of PD-15. These include:
(a) the cooperative agreement contains a provision prchibiting AID-financed
assistance to an entarprise that conflicts with PD-15; (b) the lending
criteria approved by the Mission includes an eligibility restriction
precluding AID-financed inputs financing any activity that conflicts with
PD~-15; (c) any project which shows plans to export to a third comtry is
emmined by DIVAGRO as .0 the crop in question, the potential importing
country, the volums, the marketing season and the volume of U.S. exports to
that market to determine possible conflicts; and (d) loans of over $500,000
are appcroved by the Mission.

B. Procuremsnt Plan

The procurement strategies and approaches, cutlined in the original
Project Paper, for technical assistance/studies, training, FUSADES
institutional support and evaluations, audits amd financial reviews remains in
farce. The Administrative division of DIVAGRO has authority to contract
technical assistance, training, equipment and supplies directly using
AlID-approved procurenent procedures. Upon signaturs of the apended agreement,
DIVAGRO will initiate contract actions to expand central staff to meet the
expanded needs of the technology transfer activities. DIVAGRO will then move
to contract the technical assistance to aid in the plamning and implementing
of new and expanded activities. It has already started the process to hire
shrimp experts for the aquaculture prograa. In the short-term, and with the
assistance of the tecmicl experts, DIVAGRO will procure the elements
necessary to undertake the Quality Assurance Program. This will require the
purchase or construction of a building to house the laboratory equipment as a
first step. The technicml experts will have to delineats carefully
specifications for the lab equipment. Site preparation and activities for the
aquaculture station will start in the near term since the technical experts
should arrive no latse than . The new foreign investment pramotion
network will contract liaison psrsonnel or volunteers in the U.S. over the
naxt six to 12 months. DIVAGRO will contract scme field agents in the near
term to smpplemant existing positions. Priar to the completion of the Water
Management Projest in August 1990, DIVAGRO will ensure that the remaining




field agents are under contract. Infrastructure for the new demonstration
site at San Miguel is being installed now. The procurements for the other
continuing activities will continue in accordance with the approved action

plans.
Spscif{ic procurement plans ace submitted as part of the amual work plans. As

per Amendment 3 to the Project Agreement, the clients must pay directly a
ninimm of 25% for nonr~credit assistance.

C. Schedule of Major Events for the PP Amendment

Agust 1, 1989 Project Anerdment AMuthorized

Axgust 20, 1989 Cooperative Agresmant Amendiment Signed
June, 1990 First Project Evaluation Completed
Septesber, 1992 Second Project Evaluation Campleted
Septesber, 1994 Project Completed

VI. MONITORING AND EVALUATION PLAN

The Mission and FUSADES have implemented the plannad monitaring
responsibilities, as discussed in the original Project Paper. The first
evaluation was scheduled for March 1989. However, d.s to slow start of the
project, several external and internal studies, and the recent evaluations of
FUSADES operations, the Mission has decided to postpone the first evaluation
until June 1990. This will enable implementation of all elements of the
project for a solid year. It is important to note that the studies of
activitizz umdasr tha Droicct and the-evaluations of FUSADES' operations:
aarried out over the last two years have consistently shown DIVAGRO as a
well-managed division. In a programmatic sense, DIVAGRO has received praise
for identifying markets, rosearching and testing new products amd promoting
now products to local investors. The evaluatars have lauded DIVAGRO's
leadership for the administrative reforms undertaken, which have served to
increase effeciency and effectivenses of their operatiaons. DIVAGRO has
received plaudits for its forward plaming and management by cbjectives
techniques. The analyses have noted how DIVAGRO has become an increasingly
impoctant actor in stimulating agricultural production, diversification amd
exports in El Salvador. These studies have reccmmended that AID continue to
assist DIVAGRO, given its position in the Salvadaran agriculture sector.

The seccnd planned evaluation will be pushed btack to September 1992. This
will enable the Mission and FUSADES to gain a fuller comprehensian of the

project impacts and to examine how DIVAGRO is moving towards an operational
level of self-sufficiency.

The Mission completed the first stage of a plamed assessnant relative to the
opsrating procedures used under the credit caomponent in April 1989, leading
FIDEX to modify its lending criteria. Since the combined Agribusiness amd
Industrial Stabilization (519-0287) approved-loan partfolio recantly reached
$4.65 million, the Mission is undertaking the second stage of the assessment
with outside assistance in July of 1989.
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The evaluation strategies and approaches touched upon in the original Project
Paper remain valid. In addition, the evaluations will be sSupplemented with
data collection and analysis of the role and level of participation of women
in this Project. The Project amendment will have DIVAGRO make a special
effort to target female bensficiaries. The evaluations will examine how well
this effort has been structured and what is its impact. The evaluations will
also analyze the lives of female beneficiaries relative to income generation,
labor allocation, household expenditures, and access and axtrol of resarxces
to the extent posesible. The evaluatars will tap into other data resources
being develcped within the Mission to assist in this process, e.g., the Lamd
Use and Ownership Study. As a result of each evaluation, the Mission will
gauge the positive and necative consequences of the Project interventions, amd
will seek to adjust the activities accordingly.

VII. PROJECT AMENDMENT ANALYSIS UPDATE

A. Institutional Analysis

The institutional analysis contained in the ariginal Project Paper
generally remains valid. The following section supplements the original and

nodifies any statements requiring changes.

FUSADES was, in 19685, selected as the most suitable agency to carry out a
mjor agricultural diversification progran. The ccnditions amd requirements
which led to its selection remain operative today. The program, involving
cocxdination and scheduling of complex tasks, had to be initiated and
implemented rapidly. The agency charged wish the inplewsatation would have to
have ar be able to muster a supericr staff with a wide range of marketing,
production, pramotional, financial, administrative skills and arganize that
staff under highly skilled mnagemsnt. Purther, the agercy would have to be
credible and trusted by the agribusiness commmity whose participation would
be essential to the success of the program. In addition, the agency would
have to be and perceived to be apolitical while being capahle of operating
within a politioally-charged asbiencs.

o governmental agency was appropriately mandated, budgeted, and staffed to
undertake a diversifimtion program predicated on the assusptions cutlined
above. The dispersion of agricultural related responsibilities throughout
diverse public sector entities and the bursaucratic rigidities which
characterized those agencies precluded the poesibility of develcping a
coordinated governmental diversification program within any reasonable time
frame

Beyond the institutional constraints, which by themselves were sufficient to
eliminate goverrment agencies fram consideration as implemsntation agents,
were equally serious policy and political constraints. The was
comitted, at least notionally, to a food policy that emphasized production of
basic grains, heavily preoccupied with land reform issues, and generally
unsympathetic to the traditional land owners and businessaen whose
participation would be essential to a sucoessful diversification program.
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Although relations between government and the agribusiness sector have
improved dramatically since the inauguration of the new GOES on June 1, 1989,
all other cnditions which led USAID to opt for a non-governmantal
isplemanting agency in 1985 are still cperative.

In reviewing private sector institutional alternatives, USAID found no
agricultural or agribusiness organization with adequate membership, staff or
developmental camnitments to readily undertake a major diversification
effort. With the exception of the coffee growers, who were concerned with
their own problems, the agricultural associations did not have the required
capabilities or stability.

FUSADES, an apolitioal develcpmental foundation, had demonstrated an ability
to attract and retain excelient staff,and was dedicated to the reinvigoration
of the private sector. Its board and mesbership represented important and
respected members of tha industrial, financial and agricultural sectors, and
its management was skillful and displayed considerable political finesse. In
short, it had unique orcanization attributes and characteristics which
suggested excsllent potantial for success, but it lacked, at that time, a
mandate for developing an agricultural diversification program and the
resaxces to carry it out. Upon its agreement to implement the private sector
component of the Agrarian Reform Sector Support Project (519-0265), it
accepted that mandate and the concomitant resources, and established a
ssparate unit, DIVAGRO, to implement the project. The subsequent perfcormance
of DIVAGRO has justified its sclection as the ag-diversifimstion implementing
agency, and has established its compstence to take on an expanded work load.
Project 519-0265-wet or exceedsd all of LUy outputs, ama established realistic
praduction and commodity development cbjectives which will drive DIVAGRO
activities in subsequent years, and it providad the substantive basis for the
Mribusiness Development Projact (519-0327).

The unit also undertock full responsibility for the implementation of the
private sector component of the Water Management Project (519-0303) when it
became apparent that CORPREX, an association formed to implement important
elaments of that project, was an unsuitable ir~lemanting agent. In the two
years since DIVAGRO assumsd full implemsntation responsibility for the
project, it has met 80% of its LOP approved-lcan targets and 808 of its LOP

food processing plant targets.

DIVAGRO, as it asmmed additional isplemsntation responsibilities, adjusted
its crganizational structure to reflect defined functions and to integrate
individual projects under a programatic usbrella. As it has matured in the
last year, DIVAGRO's organizational structure and its activity priorities
cleariy reflect a commitmsnt to managemant by cbjectives. While DIVAGRO still
sets cbjectives and develops work plans for their attainment and has
responsibility for implemsntation of programatic elemsnts, as a result of an
overall recrganization of FUSADES, final coordination responsibilities among
FUSALES' departments are vested in the Chief Executive of FUSADES. In the
arganization, lending of the credit funds provided under the Water Management
project was transferred to FIDEX, a unit that already excercised



responsibility for other FUSADES credit programs. Technical review of loan
applications which were to be funded from the Water Management Project aml
fram the Agribusiness Project remains the responsibility of DIVAGRO, as does
the responsibility for monitaring approved loans. Credit decisions, however,
come under the purview of the FIDEX Credit Committee.

PRIDEX, a unit charged with marketing responsibilities for the
industrialization programs of FUSADES, was given responsibility for
agricultural marketing of new or proposed products. However, the agricultural
marketing responsibility within PRIDEX proved to have few positive results,
due to the unique requirements of export agriculture aml to the need to
integrate marketing to the design of all other plaming and operational
activities of DIVAGRO. Therefore, the marketing responsibility has shifted
back to DIVAGRO.

The rationale for these functional reallocations stems from FUSADES' desire to
utilize fully the specialized skills of its varicus divisions, to eliminate
dwplication of skill requirements and to engage all appropriate units under a
programatic configuration rather than to administer » number of projects as
discrete and independent activities. Additionally, it expects to achieve
greater uniformity in the procedures and conditions affecting the
implesentation of its diverse programs.

DIVAGRO is now able to concentrate its efforts on three elements of the
diversification effort for which it is preeminently qualified: (a) the
development and pramction of new exportable agricultural commodities, (b) the
prosotion of new investment for production and processing of nanr-traditional
crops; and, (c) provision of technical assistance to producers and processcrs.

DIVAGRO has adjusted its crganizational structure to reflect its new role amd
to intensify and acoelerate the research and production development
responsibilities for which it is now responsible. It is cosposed of four
departnents: Administration, Marketing, Research and Development, and
Projects.

The Administrative Division, staffed by five perscons is charged with personnel
management, purchasing, budgeting and internal reporting.

The Marksting Division, with four profesicnals and two secretaries, identifies
specific markets and the conditions for successful participation in these
markets, develcps and repocrts market information on currently-exported
commcdities, and evaluates the present and future impact of other market
participants. Its Miami representative contacts U.S. amd other foreign
buyers, and assists in negotiations between them and Salvadoran producers.

The marketing division promotes foreign investments and sets overall export
targets for DIVAGRO.

The Research amd Develcpment Division, staffed by 10 persons, is charged with
selection and development of commodity varieties which can be campetitively
produced in El Salvador. Expsrimental and commercial test planting are



carried cut in three test sites, lomated in different climatic zones. These
were initially managed entirely by consultant psrsonnel, but DIVAGRO staff is
gradually assuming direct managemant responsibility of the sites. Short-term
consultants are utilized extensively. An Israeli team, funded by
A.1.D./Mashington, has been integrated into the R&D effort, to provide
technical assistance for and demonstration of drip irrigation.

The Projects Divisicn, staffad by seven, is charged with pramcting investment
i~ the production and processing of non-traditional products. When R&D can
validate the feasibility of competitively praducing a new agricultural product
in E1 Salvadar, the Proiacts Divislon puhlicizas the now opportunities,
carries out seminars, assists potentail investors in preparation of business
plans, and oarries out technical evaluations of loan applimations.

All four present divisions of DIVAGRO are staffed by exceptionally
well-qualified personnel. Of the present 28 employees, 17 are professionals.
Four of these exercise supervisory roles and the others perform technical
functions. The addition of the quality assuwance program will emulate the
evolution of the other DIVAGRO offices. The initial organizational plans of
this unit followed accepted management practices.

The Project Amendment adds six men under the Marketiig division chirged with
implementing the Quality Assurance Program. Given FUSADES demonstrated
ability to integrate new functions in an efficient manner, as well as
DIVAGRO's excellent management recxxds, the addition of this function and
staff will not adversely affect the project administration.

The personnel, programs and organizational structure of DIVAGRO were evaluated
by Development Associates Inc. Its team concluded that management systems met
accsptable internitional standards and that DIVAGRO is well positiaoned by
virtue of its experience and professional competence to take on an expanded
role in developing diversified agriculture.

Regarding FUSADES, the Rutgers University PID of March, 1988 noted that
"FUSADES constitutes the only available pad from which to launch a major

effort on non-traditional exports....Program management in FUSADES is of high
quality; and the private business connections of the Poundation match nicely
with the requiresents of non-traditional export expansion.”

B. Technioal Malysis te

The technical analysis contained in the original project paper is
supplemented with the following discussion.

1. Punctions ard Procsdures

The assistance efforts of DIVAGRO are designed to address in varying
degress the six requirements for development of export-oriented agriculture:
access to marksts, production technology, quality control, adequate transport,
appropriate financing, and the creation of an asbience in which business can
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effectively function. The requirements are interrelated and may be addressed
through various mechanisms ard activities.

DIVAGRO, through contractua! sechanisms, institutional networks and private
sectar relationships, maintains a continuing market search and evaluation
systen. The system serves to identify (a) markets for products which can be
reasonably expected to be served cospetitively from El Salvadoran sources, (b)
specific buyers and distribution channels within those markets, and (c) the
operative exogencus factors which may affect the Salvadoran competitive
positions in those markets. Ths qualitative and seasonal requirements of each
markst are evaluated, as well as the psrformance of present suppliers to those
markets. Thus, DIVAGRO is able to determine whether Salwadcran exports can
penstrate and maintain competitive positions in those markets.

The marketing exercise gives rise to the selection of production research. If
the potentially marketable commodity is currently produced in the country, its
suitability for meeting export quality is determined. If it is inappropriate,
research is undertaken to establish a standard variety of the comodity which
will meet export market requirements. If the commodity is not currently being
produced, new varieties are introduced, grown and teated. Varietal testing is
carried cut by DIVAGRO's Research and Development Division at three research
sites. A fourth agricultural expsrimental station and one aquacultural
station will be added under this amendment. Although most varietal testing
has been initiated as a result of DIVAGRO's internal selection process,
incceasingly, private companies have requested special testing programs.

Procr ~scrs, potential producers, agricultural schools and goverrment agencies
are oppraised of results and prospects. When varietal tests are successful,
commercial-sized plantings are made and harvested, data is ocollected on
agroncmic techniques, costs and ylelds. This is compiled and analyzed for use
3 potential producers and becomes a mjcx redicate of suibsequent business

Frequently, commercial plantirgs are tested under irrigation through
assistance from the Water Management Project or the A.I.D./Mashington-funded
Israeli irrigation project.

From the time that commercial crop testing starts, DIVAGRO's project office
initiates a pramotion campaign to interest potential producers in growing the
peoduct. At that tims, the appropriate marketing, production and transpoct
data are bought together to enable a potential producer to elabarate a
business plan with which to support his own investment decision and to secure
credit from the agricultural credit lines of FUSADES or through the commercial
banking system. Appropriate technical assistance for prepiaracion of a
business plan and for initiation of production is provided by DIVAGRO. The
grower is also, as appropriate, given assistance for exparding his markets,
negotiating transport arrangements and for complying with import regulations
in the market area.

Over the past two years, DIVAGRO has provided technical assistance to
procesaces in both processing technology and production technology. It has
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provided support to the processcrs for extending field production technology
to their sppliers. Thus, it has established a nascent technical assistance

delivery system that can be expanded. The system has been successful in
extending technology and market discipline to the suppliers who, with
increasing frequency, are beneficiaries of land reform lass.

DIVAGRO maintains informal relations with govermment agencies whose
opsrational mardates impact on its diversification activities. It has
recently evaluated the laws and requlations which affect shrimp mariculture
ard is proposing changes in administrative procedures. While relationships
with the agencies have been tenucus and intermitent, ussful exchanges are
increasing in frequency. Marketing data arnd technical inflormation are now
regularly shared with government agencies, and goverrment personnel regularly
attend DIVAGRO seminars ard workshops. Discussions with the transition team
of the new GOES administration pressage a periad of mich closer collaborationm.

There is little question that the DIVAGRO methad of assisting in
diversification is theoretically sound and practiced with competence. It is
respected by the private sectar, which generally views the division as
responsive to its needs and as a source of valuable information. The recently

completed independent evaluation concludes that “DIVAGRO strategies, operating
procedures and cbjectives do not require changing...”

Within the short time span of its existence, DIVAGRO has been instrumental in
bringing 460 hectares of land under drip-irrigated production, in the
construction or expansion of four processing plants, and engendering a
pipeline of loan applications rthat are expected to exnaust the Water™
Management line of credit within another year. Probably, a third of the
available credit funds of the Agribusiness Project will be camitted in the
sane time pericd. Perhaps of greater importance, DIVAGRO has created
efficient technical procasses to effect major accomplishments in the years
ahead.

2. Program and Activity Schedules

Marketing information and research data have led DIVAGRO managoment tO
amclude that sslected products within four major commodity groupings can be
competitively in El Salvadcr: (1) aquaculture, (2) fruits and
, (3) flowers, and (4) spices and colcarants. In sone cases, the
feasibility of competitive production has besn reascnably established; in
others, additional ressarch and development will be required.

a. Commercialization

DIVAGRO's Project Division is preparing to assist in the expansion of
comercial production of such commodities as: freshwater prawns, saltwater
shrisp, melons, Leatherleaf fern, tropical cut flowers, loofah, cashew nuts,
onions, tomatoes, and okra. In most cases, the commercialization efforts will
be a continuation of pramotional programs, technical assistance and lending
prograns already initiated. However, pond production of shrisp will be a
major new initiative.



With consultant assistance, DIVAGRO has recently completed a Master Plan for
shrimp mariculture. The first phase of the shrimp plan calls for development
of approximately 1,000 hectares of shrimp producing ponds by 1992, along with
establistment of at least cas hatchary, training of a aadre of shrimp
technologists and growers, and fuller analysis of potential sites throughout
the coastal regions. These activities are expected to establish the basis for
a take-off of the industry. In the secand phase, DIVAGRO will assist in
develcping an additional 4,000 hectares of shrimp ponds. It is currently
reviewing responses to an RFP for consultant services to assist in
irplemanting the plan.

Seminars and workshops on the technology and econcmics of shrimp mariculture
are currently baing offered to potential investors, government officials, and
the banking community. DIVAGRO-contracted technical assistance has assisted
in the improvement of the approximately 200 hectares of shrimp ponds that are
currently cperating and assisted in improving the techrology and business
of six firms that may apply for shrimp production loans totalling about

.0 million. It has provided intensive technical assistance to an existing
fresh water shrimp hatchery and to one commercial grow-cut facility. These
activities have created renewed investor interest i production, while
establishing a standard technology for dissemination to those investors
through the technical assistanc) process.

The expansion of the okra production is predicated on excellent market demand
for lom) processcrs/evonresrs. Provisions of the Watar Managewment Project
now permit lending for furrow irrigation, the only appropriate system for
okra. This will enable DIVAGRO to assist growers in design of appropriate
systems and in preparation of loan applications. DIVAGRO's pramotional
efforts will take advantage of new improved varieties which have been tested
by the R&D division.

Tomato production is expected to supply both lomal and export markets.
Processors are repoctedly prepared to buy tomatoes for camning. Technical
production problems have been resolved and DIVAGRO's efforts will be largely
promotional, coupled with financial assistance fram FIDEX.

Production amd exgort sales of cut flowsrs and colarant have expanded slowly
but steadily and DIVAGRO expects that future growth will come primarily frcm
exmansion of present growing facilities and sub-contracting arrangements
between present producers and neighboring, small landholders. Technical
assistance and marketing for the smallholders will be provided by the present
. DIVAGRO will continue to make intermitent specialized technical
assistance available, maintain a market search program, and assist in
preparation of loan applications. lack of adequate water supply in the
mountain areas, which are suitable for flower and colorant productionm,
cxrently constrains growth of these sub-sectors. DIVAGRO is working with
appropriate goverrment agencies to create water ispoundments in those arezs.

Cashews are presently proticed in El Salvedor under relatively primitive
technology. DIVAGRO has interested a nuber of investors in developing new
production groves, which will supply a modern cooperative processing plant
that receives DIVAGRO marksting quidance.
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b, Testing

Commerciulization activities for 1990 ormard will be conditioned by the
results of the R&D wark described below. It is anticipated that the following
products noW in the last stages of commercial testing will be ready for
commercialization in 1990: Jalapefio peppers, string beans, baby carn,
seedless watermelons, cucumber, onians, bell peppers arxd carrots.

The Research and Development Division initiated trials with haricot vert beans

ard Jalapefio psppers at the request of loml processcrs who anticipate
excellent market reception for these commodities in Burope and the U.S. The
processars will carry out processing tests as the production trials proceed.

DIVAGRO haa successfully produced a new variety of baby corn that yields
approximtely 4008 higher than previously-used varieties. The R&D Division
will conduct commercial plot trials in cooperation with two local processars,
and about 200 hectares will be planted this year.

Trials of seedless watermelons were initiated in 1969, with the assistance of
a California producer., ard two containerloads were exported. About 100
hectares are planned .ox the 1989-90 season.

Cucumber planting have been subjected to damaging viral infections. DIVAGRO,
with the assistance of ROCAP-provided technicians, has established a
dependable viral-control technique. 'Iho o:-rcialization of this product
will proceed in 1989-1990.

Asparaqus production will be initiated through a three—year production testing
pericd followed by a longer period of commercialization. Long-term production
and processing consultants will be contracted to assist this effort.

Research and Development activities scheduled for the period 1990-1991 include
production trials for Oyster amd Frogs. These have been identified by
maricultural consultants as potentially profitable product lines for El
Salvador. Redfish trials will be conducted with the assistance of a Louisiana
producer who has expressed a willingness to invest in production facilities.
Stripsd Bass production in frestmater impoundments will also be investigated
and tested during this pericd.

DIVAGRO plans to expsriment, in conjunction with local processars, in
production of miniature or “baby” vegetables for the gourmet export market.
Barry production will also be explared, along with other products identified
by the market search mschanima.

C. Social Aalysis Update

The social anmalysis contained in the original project paper remmins valid
for the purposes of this amandment.




In sumary, the study of the sociocultural context, within which this Project
operates in El Salvador, found no substantive cbstacles to its
implementation. Intensive, non-traditional agriculture and processing plants
have operated successfully for scms time and have expanded urder the
izplementation of the ongoing Project; thus additions can be made with
appropriate training and on-site instructions.

Increased profits fram agriculture and wages for the jobs genarated are
anticipated to help improve the living corditions of many rural families. The
direct beneficiaries were identified as the agriculture and aquaculture
producers, related business activity groups and farm owners/cperators. These
graupe include a substantial portion of women. Increased profits are forecast
for all beneficiaries. Workers on the farms, anx in the processing amd
transportation groups will benefit directly from the Project. The principal
labor force of the processing plants consists of women, whosa ezployment
opportunities will increase as a result of this Project. Many indirect
beneficiaries include: families of producers ard exployees, shopkeepers, and
service providers. An increase in foreign exchange earnings will bring
benefits to the overall econcmy and thus to a wide spectrum of the population.

Samples of all the beneficiary groups had scme involvement in the design of
the Project amxd this amendment. Intensive interviews and same exchanges of
ideas were conducted with the appropriate DIVAGRO divisions and FUSADES'
genaral administration. Agribusinessmen, professionals working with loml
consulting firms, association-mesburs and oificers, government officials,
bankers, and nenbers of chambers of commerce were given an opportunity to make
suggestions. Information was gathered from those sams groups and from
government institutions, agrarian refrom cocperatives, smmll farmers, and from
universities.

Probable impacts were ascribed to both the direct ard indirect beneficiaries)
‘the social analysis, in conjunction with the economic analysis, suggested an
overall ratio of seven indirect beneficiaries (family mesbers, indirect jcbs)
to one direct bensficiary for the Project. Important economic benefits are
anticipated for the agrarian reform cocperatives that enter into contracts
with the agribusinesses; similar benefits are expected for small farmers.
Impact differentials will be viewsd in scms parts of the country, especially
those that still expsrience terrorist violence; investment cannot be expected
to flow to those areas as rapidly as to secure areas.

The issue of relieving the high unemployment has already been mantioned.

VWomen are an isportant part of the processing and farm labor force and should
benefit substantially from these activities. As a result of the civil
conflict, women have increasingly becoms owners amd operatcr's of small farms.
Thare is sometimes a perception held by many in Salvadoran society, including
woman themselves, regarding women's limited capabilities to produce
non~traditional agricultural crops. The amerded Project will attempt to
address this issue by taking special msamuxes to prasote the program, increase



-38-

technical assistance and expand cutreach through varicus mechanisms to
stimilate femle participation in agricultural diversification activities amd

to enjoy the benefits of the program. Careful monitoring is used to assure
that the Project activities reach as many persons as possible.

Overall, the social soundness analysis discovered no sericus cbstacles to the
implementation of the Project. On the contrary, it is well within the
coantry's sociocultural context. Substantial mumbers of direct and indirect
beneficiaries will participate, and the impacts on them are positive: both
economic and social. Same variation in potential impact is perceived for
areas with security problems. The Project amendment can be recommended on the
perits of the assessment of the sociocultural benefits to the direct
participants and useful income increases to those in the indiregt categories.
The Project should thus contribute to the eventual stabilization of the

country.
D. Envirormental Analysis Update

The Initial Pnvirommental Examination prepared for the PID recommended a
negative determination based on the finding that this Project was not a major
action vhich would have a significant impact on the human enviromment.
Therefcre, an Envircrmental Assassment was not required.

In the interim, evidence has emsrged that serious problems existed regarding
the misuse, overuse and unsafe handling of pesticides within the general El
Salvedor context. In 1988, a study team from tne Consaxrtium -for Internationai
Crop Protection (CICP) issued an envirormental assessment of pest management
practices and pesticide use in El Salvadcr. Although the team did not specify
any problems with the Agribusiness Development Project, they indicated that
several opportunities existed to initiate integrated pest management (IPM)
techniques and to reduce the use of unsafe chemicals, given the export

esghasis of the project.

The CICP study put forth five majcar recommendations to improve the general IMM
envirorment in El Salvador. The recommendations covered the following
concepts: (1) distribution an desonstration of less toxic chemimals; (2)
altering foreign exchange and credit policies to make it easier to pramote
alternative methods of pest controls (3) training for Salvadoran bank officers
regarding alternative pest control techmologies; (4) research and development
of alternatives and options for IPM technologies geared to particular
recipients whether non-traditional exporters or small farmers; ard (5S)
training in safe pesticide use ard alternative pest management techniques as
part of every agricultural project in El Salvadocr.

Although the Mission has not formally approved the CICP envirormental
assessment, several of the recommendations listed above are already being
addressed under the Agribusiness Development Project and will be enhanced
through implementation of this amendment. For exazple, DIVAGRO, has initiated
a pesticide control program ard utilizes field trials on its expsrimental
farms to train private—sectoar farmers, coop mesbers and agricultural students
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in biocontrol and safe usage of agrichemimals. Along with their awn ressarch,
DIVAGRO has contracted amd will expand contract relationships with U.S.
universities and international institutions to examine alternative IMM
technologies. The Mission will encourage DIVAGRO to develop linkages with the
new ROCAP RENARM Project. Any credit analysis approvals by FIDEX are
integrally dependent on the technical analysis of each cammodity development
project. The technical analysis delves into the types and uses of pesticides,
as well as safety equipment required for propsr hamdling. The planmned Quality
Assurance Program will ensure Salvadaran products meset importing country
chemical standards, implying the use of less taxic pesticides.

The actions taken and planned by DIVAGRO indicate that its staff and the
institution have internalized the importance of IPM and pesticide use
ocontrol. Governmental institutions and commercial banks have watched the
progress of the DIVAGRO program and have linkages to the technology transfer
components. Although this project can not alter the actions of the
institutions not under its purview, the exasples displayed by DIVAGRO will
have a better chance of being adopted by the governsant and the banks, and
will set the framswork for future efforts with those institutions.

Given the foregoing, the Mission believes that the Agribusiness Development
Project meets envirormental protection requirements for an activity of this
nature.

E. Economic Analysis Update

As explained in the main section of the Project Paper, the Project
Amendment seeks to enhance El Salvador's wealth and develomment by
contributing to the expansion of efficient internationally cospetitive
agricultural nontraditional activities. Such activities will provide a basis
for higher real GDP growth, greater needed foreign exchange earnings, amd
higher labor incomes which raise the standards of living of low income
population groups. To achieve such cbjectives, the project amsndment prcvides
resources for premoting technological innovation and transfer that will
benefit the growers of nontraditional export crops and other entrepreneurs of
nontraditional productive activities. The present econcmic analysis section
assesses whether the Project Amendment is justified from an econcmic
perspective and gmntifies scme key potential econcmic impacts.

Summiry of conclusions

mpmjwtw-m.mrMc“uﬂm/Blhmmmm it.
Depanding on the assusptions, the Project Amendment econamic intermal
rates~of-return range from well above S0 parcent to close to 15 psrcent under
a worst case scsnario, significantly excesd the go/mo-go critical returns to
aapital, and thus favorably compare with many alternative uses for the capital
resources involved. Moreover, the Project Amendment is likely to be an
efficient foreign exchange earner and has positive and strarg potential
impacts on GDP, foreign exchange, labor and farmers' earnings, and employment.
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To ensure that the Project Amendment achieves its cbjectives, it is essential
that the technologies be extended to as many units of lands as possible in the
early years of implementation, and that the reascnable yields used in the
econamic analysis be secured.

Methodological framework

The analysis uses the economic internal rate of return (EIRR) as the
fundamental criterion for msasuring the economic worthiness of a project.

Such a rate makes the net present valus of the incremental flow of net
econcmic benefits equal to zaro. To calculzte the EIRR one must use economic
prices, that is, prices which reflect the true marginal value of production
and the opportunity costs of resources. This involves adjusting financial or
markst prices when such prices do not reflect the true value to the society of
gocds and resourons.

The present analysis measwres Project Amendment impact, thus benefits and
costs, on the basis of “with and without Project Amendment" scenarios which
show physical production, sales proceeds, and costs pertaining to the growth
of specific crops. Specifically, Project Amendment benefits are the
difference in revenue product (physical production miltiplied by sales price)
between the with and withcut Amendment scenarics. The increase in revenue
product for all land units (manzanas = 0.7 hectare or 1.7 acre) that will
directly benefit fram the Project Amendment is the index of total gross
benefits. Costs reflect the sum of production costs at the farm level for
given numbers of manzanas, plus the Project Asandment resources applied to
technological development and transfer activities.

The time horizons used in the analysis were 10 and 15 years. All prices and
costs were kept constant at 1989 levels and are on a farmoate basis. The
level of technology assumed in this econcmic analysis is consistent with what
can be easily transferred to small farmers; yields, costs, and profits per
land unit are well helow results from some advanced methcds being tested oy
DIVAGRO.

In any technology development or transfer project there is uncertainty
reqarding the technologioal packages that are to be successfully developsd and
transferred. Acaxdingly, oaxr analysis addressed uncertainty in the following
way. Pirst, it illustrated the eccnxmic impact of cultivating specific crops
mde possible by the adoption of technologioal packages in a first or baseline
scenario. Second, it used sensitivity anzlysis to gauge how the economic
worthiness of the Project Asenxdment would change urder different assumptions
regarding the amount of manzanas successfully cultivated, crop yields, and
time horizon. PFinally, the amalysis has built in conservative assumptions in
crder to &t on the side of prudence.

Considering Project expsrience to date, the techrolagical packages would be
applied to lands that have been fallow. Howsver, to provide a conservative
bias to the EIRR, it was assumed that a traditional crop, corn, would be grown
in those lands in the "without Project Amsndment” scenario. For the “with
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Project Anendment” scenario, bensfit and cost profiles or farm budgets were
developed for four specific cxrops. Such budgets were consolidated into a
composite budget for a model ar prototypical manzana in which the four crops
would be grosn. The assessment of the project econcmic worthiness and impact
was based on the comparison between mxdel manzana and carn manzana budgets
assuming that both are extended to increasing number of manzanas under
alternative "with" and “"without" Project Amsndment situations.

The Project includes resources to processcrs, packers, and exportecs of
non-traditional agricultural products. DNonetheless, the analysis uses
farmgate prices, and not the much higher FOB port prices that will most likely
be paid to Salvadoran exportars. The use of farmjmte prices for exports
rather than FOB port prices biases the project amendment net benefits
dowrsward, measuring econcmic returns only to farmers from growing the crop.
This methodological approach results in lowsr conservative EIRR, foreign
exchange, and economic impact estimmates.

In the analysis the critiml value for the go/no~go internal rate-of-return
was set at 15 percent--i.e., a project would be deaned as worthwhile if it

showed an EIRR higher than 15 percent.
Data sources

The main sources of information regarding the farm budgets were reccxds from
the projact experimsntal plots, published nrics dats, and Banco da Fomento
Agropecuario technicians. Estimates from USAID/ES agricultural specialists
complemented information from such sources. Information regarding the number
of lard plots that couid be cultivated through the Project imendment was
provided by FUSADES/DIVAGRO.

Procedures

After the basic data were collected and processed, the naxt step was to
develop the farm budgets for the cultivation of swest peppers, green beans,
onions, and cantaloups. Cost structures of these four crops are
representative of those targeted for more extended cultivation in El Salvador
under the Project Mmendment (see tables 1 through 4). Such budgets were
mzmmm-.mmum1mmmmmzs
p-rcmtotdu-manoatdﬁ:ungrouthotadtacp(uth).
mpicnuacmnypidanaiwdbyﬂuhmannw*ut-_his
stage. The amalysis with such prices shads light on whethec the financial
incentives are to be attractive for the farmers.

After davelcping the financial prices budget for the model manzana, an
mlo;aub\ﬂgctinmuichimmmprd(nm.&. To such end the
following adjustments were made 1

For unskilled labor. If wages for unskilled labor reflected the value of
the marginal product of unskilled laborx, then the wages necessary to bid such
kind of labor would provide a msaswre of the value of the goods and secvices




that would have been produced in other activities. However, as El Salvador
suffers from significant underutilization of its unskilled labor, its society
does not really give up any goods or services by using otherwise unemployed
labor in the productive activities the project makes possible. Acoordingly
wages paid overestimate the true opportunity cost of unskilled labor and a
downward adjustment to those wages is necessary in order to reflect
oppottunity cost. Ir the analysis the opportunity cost of unskilled labor was
taken as 85 percent or the wages paid to such workers.

Por foreign exchange. As El Salvedor's cwrrrency is overvalued, the
official foreign exchange rate umlervalues foreign exchange. This means that
the incremental value derived from additional exports, and the incremental
costs associated with additional imported inputs, are underestimated.
Therefore, the foreign exchange rate used to price exports and imports in
colones was adjusted. In line with purchasing parity studies sponscred by
USAID/ES, the equilibrium real exchange rate for the colon is estimated at
colones 9 = $ 1. Accordingly, the market prices of imports and exports in
colones at the official exchange rate of five colanes to one dollar were
adjusted upward by a factor of 1.8 (i.e., 9/5s1.8). An alternative acenario
was analyzad at a shadow rate of 6 colones.

For tariffs and imported inputs. Imported inputs such as fertilizers or
sesds arc subject to duties. As such charges are transfer payments to the
GOES, they do not reflect a loss of resources to the country. Accordingly,
they must be deducted from the colon price of the imports. As input prices
are on a farmpate basis ad include port-to-farm transportation and related
expenses, the following steps were exployed to arrive at an appropriate
conversion factor to cbtain the econcmic prices for imported inputs.

Port-to~-fara transportation and related expenses were substracted from the
farmgate prices. This gave the colon cost of the item at the port of entry on
an official exchange rate basis.

A tariff charge, estimted at 108 of the import price, was deducted from
the port of entry price.

After the tariff charge was deducted, the remaining valus was converted to
econcmic border price by multiplying by the factor reflecting the foreign
exchange premium, 1.8, as previcusly explained.

To convert border prices to a farmgate basis, the transpartation and
related expenses that had been deducted were added again. (See the footnotes
to table 6 for a more detailed explanation of the msthodology used.)

Finally, it is impoctant to note that, under financial analysis procedures,
interest payments are treated as a cost; in an econamic analysis they are
not. The reascn for such treatment of interest in an econamic analysis is
that interest is part of the return to capital that the econcmic analysis
measres. Acaxdingly, the crop budgets in economic prices do not show
interest payments as a cost, nor have such payments been treated as a cost in
the rate of return calculations.
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Once the model manzana budget in econamic prices had been estimated, analogous
financial and econcmic prices budgets were estimted for the growth of coen,
the alternative crop without the Project Amandment (tables 7 and 8). By
comparing the respective model manzana budgets with the carn manzana budget,
it was possible to determine the incremental net benefits per manzana
associated with the nontraditional cxops. After multiplying the incremental
net benefits per manzana by the number of manzanas cultivated under the
ixoject.g)an estimte of unadjusted benefits for all manzanas was cbtained
tahle 9).

In the baseline analysis the mmber of manzanas harvested in non-traditional
export crops, thanks to the Project Amendment alones (excluding resources
already comitted), was taken to start at 1,000 in the initial year, FY 1990,
increasing to 4,000 manzanas by 1992, and to 10,000 harvested per anmm after
1993. Actual number of manzanas placed under irrigation may be less, due to
double-cropping for processing vegetables, such as green bean and pepper.
These baseline numbers of manzanas are more conservative than the estimates
provided to USAID/ES by FUSADES.

Once the incremental benefits for all the manzanas uxier cultivation hv 4 been
estimated, the colon equivalent of the Project Amendment resources were
subtracted to arrive at the flow of Project Amendment nst econcmic benefits.
The economic rate-of-return was estimated on the basis of such flow of net
benefits. In the exarcise, the dishursement of the Project Amendment
rescurces was assumed to take place in the first four years, rather than in
five, in arder to impart a conservative bias to the EIRR estimmtes. Naturally,
for estimating the EIRR, the $13.0 million AID dollar camponent of the Project
Mmendment resowxrces was priced at the exchange rate of 9 colones per dallar
(table 9).

The next step consisted in anclyring the sensitivity of the EIRR estimte to
differing assumptions concerning ylelds, mmber of manzanas cultivated, shadow
foreign exchange rate, and the time horizon. The alternative assmptiors are
presanted an tahle 10 along with the assumptions in the ariginal scemario.

After the EIRR calculations, the impact of the Project Amendment on foreign
exchange rate generations, P, factor incomes, and employment was
calculated. Theee iapacts \were msasixred by comparing the results under the
Project Amendment with wiat would have happaned on the sams lands without the
Asancimant .

To estimte the foreign exchange izpact --see table ll——the foreign exchange
used to pay for imported inputs, as well as the foreign exchange camponents of
the Project Amendment resoxces in the "with Amendment” scenario were
subtracted from the foreign exchange procesds from exports. The comparison
with the foreign exchange earnings or coets in the cultivation of carn gave
the increment in foreign exchange that can be attributed to the project
amsndment rescurces. (Table 11, as well as other tables, present the detailed
methodologies followed.)



Because in El Salvador increasing foreign exchange earnings or savings is an
important objective, it is useful to determine how much it costs to earn or
save foreign exchange through the Project Amendment. It is important to
underline that it is not encugh to earn or save foreign exchange by a given
amount through given activities, it is necessary to assess whether such
earnings or savings occur efficiently. Such assessment was made possible
through the calculation of the Project Anendment domestic resource cost of
earning and saving foreign exchange. The methodology consisted in calculating
the present value of the earnings and savings of foreign exchange and
camparing it with the present valus of the damestic resource costs of
achieving those earnings and savings. The methodology and results are
presented an table 12.

To measure the Project Amendment's contribution to GDP, intermediate inputs
were deducted from the value of production intended for domestic sales and for
exports. The difference is value added or GDP. Such a difference or GIP is
also equivalent to the sum of payments to labor, rents, interest payments, and
profits. As information on such variables was collected or estimated from the
farm budgets, by campsiring with and without project amendment scenarios, it
was possible to determine the impact made on those variables. The
calculations are presarted on tables 13 through 15.

Results and conclusions

The first point to note is that, as can be seen by comparing tables S and 7,
the financial net benefits for the farmer are substantial. His §-css salas
increase four-fold amd nst earnings ten—fold by switching manzanas from corn
to new export crops. Accordingly, the financial incentives should be powerful
stimulants for the adoption of technologies that lead to the results shown.

As shomn on table 9, for the baseline scenario with 1,000 manzanas cultivated
in 1990 and rising to 10,000 manzanas (7,000 hectares) by EOP, the original
yield estimates (tables 1 to 4), and a time horizon of 10 years, the EIRR is
84 percent. This result suggests that the project is highly profitable for
the society as a whole. Under the same assumptions regarding yields and
mumber of manzanas cultivated, but with a time horizon of 15 years, the EIRR
rises very little to 85 percent (table 10). The EIRR is very sensitive,
however, to the mmber of manzamas cultivated and the yields. Other things
equal, if no manzanas are cultivated in the first year, the rate falls to 51
pesrcent. If, as is ‘ot uncommon in agricultural activities, bad amd good year
crops alternate, a bad year crop msaning just half of expected yields, and
Zero manzanas are cultivated on the first year, the EIRR falls to 29 percent.
If, under what one may call a worst case scenario, yields are only one third
of expected levels anxd no manzanas are cultivated in the first year, the EIRR
beccmes 12 peroent. It should be noted that such so-called worst case
scenario results could be used as a proxy for the overall results that would
be cbtained if the technologioal transfers fail. Another point is that, even
using a ahedcw foreign exchange rate of 6 colones to a dollar, significantly
below what the rate would bs on a purchasing parity basis, the project comes
out as strongly worthwhile with EIRRs of 67 and 30 psrcent for the baseline
and most probable scenariocs (table 10).
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Two implications are to be highlighted fram the above results. The first one
is that, even urder the worst case scenario, the EIRR remmins at levels close
to the go/no~go level of 15 percent, a result which reaffirms the conclusion
that the Project is sound fram an econcmic viewpoint. Secondly, as would be
expected, the returns are highly ssnsitive to both the pace at which the
technological packages are transferred and implemmnted in actual land
cultivation, and to yields. This msans that in project implementation a
premiun should be placed on those factars which determine smooth and effective
technological transfers, e.g.,accesptance by farsers.

The Project Amendment would have significant export, GDP, labor incomes, and
eaployment impacts. During a l5-year time horizon the amsndment impact under
this illustrative model would give rise to scoms $194.0 million of foreign
exchange earnings and savings—assuming baseline yields and mmber of manzanas
cultivated. As an average, sae table ll, the yearly earnings of foreign
exchange would amount to over $12.9 million or about 2 percent of the
officially projected 1989 foreign exchange earnings from exports of goods and
eqal to the dollar cost of the project amendment resources ($13 million).

The present value of the flow of foreign earnings and savings
throughout the 15~yea: time horizon amounts to $42.0 million which comes close
to 7 percent of 1989 exports of goods and to three times the dollar investment
in the project amendment. As shown on table 10, also the results for a 10
year horizon would be substantial.

The dooastic resoxrce cost analysis of table 12 shows that the Froject
Amerdment not only results in substantive foreign exchange earnings, but that
the Amendment activities generate foreign exchange in a very efficient way.
For the baseline scenario the cost of generating a dollar is approximately 3.3
colones) if yields and exports drop to 508 of expscted levels every other
year, then the cost would be 5.2 colones per dollar. Clearly, when one
considers that purchasing parity estimtes indicate that the real cost of
generating foreign exchange for the Salwedoran econcmy is approximately 9
colones per dollar, the project comss out as a very efficient generator of
foreign exchange.

In comnection with contribution to GDP, table 14 shows that, for 15 years and
under the baseline scenario, the Project Amendment would give rise to an
average yearly increment in GDP of 57 million colonss. This amount is
equivalent to close to 2 percent of the 1989 agricultural GOP. The present
value of the flow of @P incremsnts over the 15-year time horizon comes to
approximately 261 million colonss which is equivalent to more than 7 percent
of the projected 1989 agricultural GDP.

Table 14 also presents a breakiown of incremsnts in paymants to labor, rents,
interest, and farmer profits. While no official data on paymsnts to
production factars are available, it is possible to note that the lion's share
of the increase in GDP corresponds to paymsnts to farmers as incremmmtal
profits. Accordingly, the project amsndment will bensefit especially sall
farmers adcpting the new technologies. An order of magnitude of those
banefits can be provided as follows.
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If one takes the typical Agrarian Reform Phase III small farmer's family as
representative of most ssall farmer families in the cantry, the average
family in rural areas works a plot of lamd of about 2 manganas. The number of
sanzanas harvested per year after Project maturity in 1994 is 10,000

manzanas. Acaxdingly, it is possible to infer that, as an average, 5,000
small farmer families per year will dedimate their lards to the cultivation of
crops made possible by the project amendment. As shown on table 14, the
increment in farmer's profits will exceed 45 million colones per annum after
EOP 1994. Dividing by the 5,000 families, as an average, such families will
ses their family incomes rise by about 9,000 colones. Given that the typical
smmll farmer family in El Salvador makes scme colones 4,000 per year, the
families benefiting fram the project amendment technological packages would be
miltiplying their incomss by bstter than 2-fold.

Finally, as shown on table 15, the project amsndment will generate 5,636 jobs
at Project maturity or a total of 70,000 parson-years of on-farm employment
during the 15-year harizan. This is close to three timss the amount of
esployment that would take place in the sams land plots without the project
amendment. When both total costs at the farm level, as well as the total
project amendment rescurces are considered, the cost per person year of
employment comes to less than $2,000. The Project Amendment, therefore, comes
aut as a low cost genarator of jobs for a project with a high rate of economic
return and significanc foreign exchange, GDP, and farmers' incomes impact.

VIII. ISSUES SECTION

1. Given that FIDEX has not dishrsed ary of the credit funds and that the
new government plans financial sectot reforms, doss the rationale still hold
for maintairing the credit fund under this Project?

The credit line is an essential component of this project. The project
designers reviewsd the practices aml capabilitios of Salvadoran commercial
banks and concluded that they had neither the inclination nor the experience,
skilled staff ard resources necessary to carry out "project lemding” for
previcusly untried agricultural ventures. This credit line supported by
moject funded technical amalysts is desicned to facilitate such lending,

The assurptions underlying the creation of the line resain valid. Although
scme commercial banks, responding to tesporary excess liquidity, financed a
few non-traditional agricultural export projects, the loans were made to
clients of high net varth. The banks do not entartain loan applications which
predicate repaymant primarily on projected cash-flow. FIDEX ie the only
financial intermsdiary with the tochnical capability of making loans on that
basis. Given the current and probable future illiquid condition of the
banking system, there is no expsctation that the cammercial banks will play a
role of any significance in ron-traditional agricultural export financing in
the short- to sid-termy except perhaps as cofinanciers with FIDEX —
possibilities of which are now being explared. The agribusiness credit line
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remains the only reliable resource for financing the early growth of
nan-traditionals. Moreover, the credit fund is essential to the continuation
of the DIVAGRO's technical assistance role beyond the PACD. Procesds fram
lending activities are expected to be the mjar source of income to FUSALES,
and self sustainability is predicated on a successful lending program.

The conditions and events which contributed to the slow movement of the line
have been noted on page l1. The externalities, e.g. high liquidity in the
banking system, availability of loan funding under the Water Managemant
project, and the approach of presidential elections will no longer neqatively
affect the demand for credit from this line. In fact, the present
{1liqu‘dity and its expected prolongation conforms to the credit conditions
envis_uned by the project designers. This and the structiral reforms now
being discussed will enable the line to fulfill its function at increasingly
higher interest rates.

Ajustnents in FIDEX lerding criteria will also facilitate loan emissions by
effectively expanding its clientele pool; as will its naw emphasis on
aquacultural projects. In the past, FIDEX subjected proposad loans to fairly
detailed analysis but made final approval contingent on the borrowers ability
to provide collateral of 1508 of the loan amount. The collateral
requirenents and other quasi-commercial bank criteria for loan approval
denied access to a large portion of the entrepreneural community whoee
apitalbauhadbomcrrod.dbyottecuott}ucivilm. and the collapse
of cotton and sugar markets. Although the approval criteria provided for
aMitional security during tha infancy of FIDEX, maintenance of thc3a
criteria are not consistent with the develcpmental purpose of the credit
lins. PIDEX has agreed to loosen the terms of its loans so that good
projects can be financed on the basis of projected cash flow; and to tighten
project analysis to insure that projects can deliver the desired
developmental effects and repay cbligations from earnings.

PIDEX has initiated a limited "call program”, which has resulted in
generating projects for wood products, cassava ard expansion of flower

ion. When fully staffed in July, FIDEX will design and initiate an
intensive promotion campaign with special esphasis on hitherto inelligible
groups of borrowers.

2. mmttymatmuhlopro&cuuw-uyamtmot
mp.hucm. wuﬂusﬁxmimmmuthaptiwu
itution?

It is true that qumlity assxance of exportable products is the ultimte
responsibility of the goverrmant. This responsibility includes two
functions: technioal inspection and enforcement procehures. In several
cantriss, the technical procedures have besn passed to private institutions
for efficiency reasons. In the case of El Salvadcxr, the government
institution responsible for quality assurance, the Ministry of Agriculture
(MAG), doss not have the resaxces nor capabilities to provide technical
sezvices required for a large expansion in non-traditional agricultural
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exports. However, the govarrment still must maintain its enforcement
responsibilities. For that reason, the MAG and DIVAGRO will reach an accord
on the roles and responsibilities for each institution in this process. The
linkages will be spslied cut in detail under that agreement.

It should be noted that quality assurance is a systematic approach. The
Quality Assurance Program does not bagin with the post-processing inspection.
The whole technology transter process urder this Project is geared toward
qQuality assurance; starting fram research into seeds and planting regimes,
continuing with the develcrment of technology packages, providing outreach and
extension activities, monitoring pesticide and fertilizer usage, devising
izproved harvesting and post-harvest techniques, fostering better processing
technologies and controls, and assuring post-processing inspection. The
inclusion of the technical inspection sexvice is & natural step to asmure
quality and increase markst sales. The loocation of a technical inspection
service in the private sectar also corresporxds to the new goverrment's
intentions to streamline the bloated bureaucracy and have the more
efficient private sectcr assume a greater role in providing these services.

3. How does the Project have an impact on the poor and small farmers?

The project has increasingly developed linkages with other Mission programs,
such as the Agrarian Refora Financing, the Cooperative Production and
Marketing, and the Rural Small Enterprise and Cooperative Develcopment
Projects, that have provided additional mechanisms to reach thousands of small
farzers who are mambers of Agrarian Reform cooperatives. The work with the
cooperatives has also enabled the Project to promote participation of female
owned ard cperated farms.

The project amendment will cake additional msasures to strengthen small farmer
participation by developing coordinated plans with cooperatives, creating
closer linkages between agribusinesses and cocperatives, adding amd enhancing
experimental farms, increasing the level of effort for outreach and extension
activities, and working closely with the commercial banking sectar to
encourage lnans for non-traditional export investments.

1450¢
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To increass esmploymsnt and
foreign eschange earnings

Mgribusiness Develcpment (519-0327)
LOGICAL FRAMEWORN

ol
-in estimated $49 million/year in foreign
encharge earnings realized by 1994

-An estimated 12,600 person years of
esployment gensrated

-15 nontraditional crops being
commercially produced and exported

=One visble agricultural technology
developmant prograa providing country-
wide assistance

-23,300 hectares under non-traditional
production by 1994 (7,600 Has. by 1992)

MV

~QUES Statistice
-AID Surveys

-Project repocts
—svaluations
-FUSAIES statistics

ANNEX 1

Assumpt ions

-GOES policies and regulatians will change
to suppart investasnt, production and
production and export activities.

~The Qurrent civil conflict will continue at
its current levels.

-Foreign markets remain open and expanding.

~Salvadoran private sector demonstrate a
willingness to participate in
export-oriented activities.

~FUSADES/DIVAGRD maintains its active role
in private sector development and its non-
political role in local political affairs.
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A functioml tedwmology
transfer program .astituted

=30 new products developed and —Project reports
dissaminated =FUSADES records
-foxr experisantal plots functioning, ~Bvaluations
testing new varieties and providing -Bank recocds

applied training to agribusiness, farmsrs,
students and coop mambers

~0ne sourd pest ocontrol and post harvest
progras established and linkad to U.S.
ressarch facilities and universities

-Ona integrated T/A delivery systeam established
reaching 40 agribusinesses, 20 agrarian
refora cooperatives and 11,000 farm families

-An established quality assurance program
to assure sanitary and grading requiressnts
are mst by expoctecs

=M established aquaculture program with an
experimantal station contributing to anmual
expocts of §3 million by 1994

-A varietal ressarch and sesed production
prograa established to serve El Salvador

in panstrating Buropsan vegetable markets

~FUSADES/DIVAGRO has a managecially amd
technically competent staff.

~Axdits
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A functiomal oreldit progas

establ ishad

A viable marketing capebility
develcped.

Incomes gensrating from
program activities amd

suppoct ing angoing
cperations

Inpute

Tecihnical Assistance
Training
Administrative Support
Credit

Buildings and Bpuipmant
Bvaluations and Audits
Cont ingency

doc. 29628
11/30/88
TL/sach

(2,74
-$10 million in loans disburssd to NTAE projects
At least $4.0 million of above disbursed to
aquaclulture activities
<A set of developmental criteria established
to enable efficient and effective loan process

-An office within DIVAGRO ustablished ciat
[xosntes DIVAGRO's programs in El Salvador
and promotes El Salvador's products in
international markats

-A set of strategies developed to penstrate
foreign markets.

—One MIS system devized to accurately indicate
angoing and future marksting possibilities.

=12 foreign investments in El Salvador
prosoted by DIVAGRO

~Interest incoms generatel to support DIVAGRO
initiated programs

~Inmoms from experimental field sales
~Income from the QAP program

|2

-Project Repocts
-Audit
~Pvaluations



Annex 2: Activity and Dishursement Schedule of AID Grant

The $7,637,800 of USAID contributions for the three new activities under the
proposed $13.0 million amendment to 519-0327 are outlined below for the next
five fiscal years to new PACD 30 September, 1994.

USAID Dishursements: New DIVAGRO Activities

$-000 for FYears 9/30 1990 1991 1992 1993 1994 TOTAL

Quality Assurance Program

Outside T/A 279.5 247.3 226.4 226.4 226.4 1,206.0
Training 37.5 37.5 37.5 37.5 37.5 187.5
Component 1 Subtotal 317.0 284.8 263.9 263.9 263.9 1,393.5
Personnel 162.4 170.5 174.5 178.9 182.5 868.8
Supplies 360.0 228.1 228.1 228.1 228.1 1,272.4
Admin. O/H 51.3 50.4 54.3 58.5 63.1 277.6
Building & Equipment 552.1 -— -— - - 552.1
Contingency 116.7 116.6 116.7 116.7 116.7 583.4
Component 2 Subtotal 1,242.5 565.6 573.6 572.2 590.4 3,544.3
Quality Assurance

Activity TOTAL 1,559.5 850.4 837.5 836.1 854.3 4,937.8
Aquaculture Experiment Station

OQutside T/A . 29.4 - 2%.4 23.4 29.4 29.4 147.0
Training 67.2 67.2 67.2 67.2 67.2 336.0
Conmponent 1 Subtotal 96.6 96.6 96.6 96.6 96.6 483.0
Personnel 16.8 16.8 16.8 16.8 l6.8 84.0
Supplies 147.0 147.0 147.0 147.0 147.0 735.0
Admin O/H 96.6 96.6 96.6 96.6 96.6 483.0
Building & Equipment 219.4 2.9 2.9 2.9 2.9 231.0
Contingency 16.8 16.8 16.8 16.8 16.8 84.0
Component 2 Subtotal 496.6 ~280.1  280.1  280.1  280.1 1,617.0
Aquaculture Experiment

Station Activity TOTAL 593.2 376.7 376.7 376.7 376.7 2,100.0
U8 Investor Pramotion

TOTAL NEW ACTIVITIES 2,352.7 1,427.1 1,414.2 1,212.8 1,231.0 7,637.8

Planmned disbursements of USAID grant funds for existing programs during the
next five fiscal years to revised PACD September 30, 1994 are listed in the
next page. The total $13,962,200 comes from three sources: (a) the $1.3
million (est.) likely to be available as of September 30, 1989 under the Water
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ement 519-0303 for DIVAGRO, (b) the $7.3 million (est.) fram the
original $10.0 million comitment for non-credit assistance to DIVAGRO urder
this Project 519-0327, and (c) $5,362,200 of the $13.0 million under this
Amerdment .

USAID Disbursements: Summary Existing Activity

$-000 FYears 9/30 1990 1991 1992 1993 1994 TOTAL
Outside T/A 1,140.0 1,200.0 1,077.0 200.0 200.0 3,817.0
Travel Costs 164.2 163.7 119.7 50.0 50.0 547.6
Seminars,etc. 165.7 119,1 145.4 50.0 50.0 530.2
Field Agents 64.6 72.4 70.0 60.0 45.0 312.0
Training 394.5 355.2 335.1 160.0 145.0 1,389.8
ment 1 - smaa== ] Ee——— ‘w1 BERBIILL
Subtotal 1,534.5 1,555.2 1,412.1 360.0 345.0 5,206.8
4 Field Stations 450.0 440.0 440.0 440.0 430.0 2,200.0
Personnel 653.8 619.2 663.0 719.3 797.4 3,452.7
Publications/PR 48.6 54.4 60.9 25.0 25.0 213.9
Supplies, O/H 206.9 205.6 230.2 257.9 288.8 1,189.4
DIVAGRO Op.Sup. 1,359.3 1,319.2 1,394.1 1,442.2 1,541.2 7.056.0
Bldg & Equipment 590.0 626.9 — -— -— 1,216.9
Contingency 50.0 50.0 50.0 0.0 32.5 222.5
Evaluations 50.0 50.0 60.0 50.0 50.0 260.0
&m‘t 2. BICEREREIS -] E - - -] SEIREERNN - RENXNTIER -~ - t - - .
Subtotal 2,049.3 2,046.1 1,504.1 1,532.2 1,623.7 8,755.4
TOTAL QNGOING

ACTIVITIES 3,583.8 3,601.3 2,916.2 1,892.2 1,995.5 13,962.2

These disbursement schedules total $21.6 million of USAID resources for
DIVAGRO technical assistance, operating support, and capital expenditures for
the fiscal years 1990-94: the $8.6 million expected to be still available as
of September 30 ($1.3 milion in Water Manangement and $7.3 million in
Agribusiness Development) plus this $13.0 million Amendment to the 519-0327

Project Paper..

Under Agribusiness Develcpment, accrued costs are expected to reach $2.7
million by Septesber 30, 1989, of the $10.0 million committed for non-credit
assistance. This Amendment would bring the total to $ 22.0 million over the
full seven-year LOP. Another $10.0 million already committed for onlending by
FIDEX to non-traditional agricultural exports puts USAID's total support at
$33.0 million ar 758 of the total project cost.

FUSADES is required to mpplement AID funding over the life-of-project with
$11.0 million in cooperating country support, of which $2.5 million has been
contributed, as of March 31, 1989, leaving $8.5 million to bs cammitted over

\.;\'\



the next five fiscal years to new PACD 1904, FUSADES ability to honor this
commitment is basically assured through interest income from its agricultural
loan portfolio, managed by its financial arm, FIDEX. Due to the high-risk
nature of lending to non-traditional export projects, the timing of such
cashflaows cannot be determined with any precision. However, even acocounting
for same bad debt and evaluation losses on the $20.0 million granted through
Projects 519-0303 and 0327, FIDEX should be capable of generating $6.0 million
over five years fram these loans.

DIVAGRO itself will also generate revenues from (a) sales incidental to
cammercial trials on its field stations, (b) lab testing and inspection fees
urder the new Quality Assurance Program, and (c) training fees. Income from
these activities and the FIDEX portfolio are projected below.

$-000 FYears 9/30 1990 199]1 1992 1993 1994 TOTAL
Interest incame 1,000 1,100 1,200 1,300 1,400 6,000
Produce sales 168 168 168 168 168 840
Seminars + courses 15 18 22 26 30 111
Q.A.P. fees 40 70 100 130 160 500
Total Available )
Cash Revenues 1,223 1,356 1,490 1,624 1,758 7,451

Other income sources have minimal impact. When appropriate, DIVAGRO sells
some of its publications and charges for specialized services provided by its
own staff. Other potential sources, such as hybrid seed sales, are still

speculative.

Not projected here, but counting as cocperating country contributions, are the
cost-sharing payments by beneficiaries for specific outside technical
assistance (presently at 35% of actual costs for consultants and 50% for
travel) and the $4.5 million estimated equity input by FIDEX clients in their
NTAE projects.

After termination of 519-037", DIVAGRO could continue with a core budget of $
1.8 million, as detailed on pages 25-26, of which 90% could be funded from
identified sources. Income from interest and seminars would likely continue
at 1994 levels. By closing two field stations, produce sales would drop by
$134,000. Volume of lab tests and inspection certificates by QAP are expected
to increase beyond $190,000 per anmm. Therefore, projected income to support
DIVAGRO after PACD might be expected to total $ 1,654,000 annually.

S
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ANNEX 5
June 28th,. 1989

Mr.

Henry H. Bassford
Director

USAID/El Salvador
San Salvador

Dear Mr. Bassford:

It is clear from the progress that DIVAGRO has made to date and
from reasonable perspectives derived from that progress that
conditions are appropiate for advancementes of the development of
non traditional agricultural exports at a faster rate and to a
highar level in qu&ntity and value than we earlier foresaw. In
order to pursue the opportunities now evident and to insure
continued acceptance and growth of Salvadoran agriculture products
in the U.S. and other markets, wve, in conjunction with the
agribusiness staff of USAID have defined three new activities which
together are necessary to insure continued acceptance of Salvadoran
agricultural products in the U.S. markets and contribute to
increasing our participation therein.

The first is the establishment and operation of a quality control
program for non-traditional agricultural export products. This
program would insure that exported products meet all quality and
sanitation requirements of the importing country. The second is the
establishment of an aguacultural experimental station. This is
necessary to permit rational and technically sound exploitation of
a resource base which has been only marginally developed to date.
The third is the design and operation of an extensive marketing and
investment promotion program which will utilize a network of a
highly experienced agribusiness representatives in the U.s.

In addition to these new activities we think it appropiate to
accelerate our varietal and commercial testing and to expand our
technical assistance activities to respond to our expanded
clientelle pool, which now includes the Agrarian Reform
Cooperatives.


http:SALVAI)OII.NA

FUNDACION SALVADORENA
PARA EL DESARROLLO ECONOMICO Y SOCIAL

We anticipate that the activities noted will require 2nd extended
time period to make the fully desired impact. We therefore request
that the PACD he extended to September 30, 1994, and institutional
support be continued through that date.

The additional costos of the program elements listed above are
estimated at § 13.0 million. We request that the grant under the
agribusiness Development Project (519-2327) be increased by that
amount.

Sincerely yours,

PUSADES

P
/ .
Y

Jvl-(_:’.

Bdual~. Hahez
Executive Director




ANNEX 6

5C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable
to projects. This section is divided into two
parts. Part A includes criteria applicable to
all ptojogtg. Part B applies to projects funded
fror specific sources only: B(l) applies to all
projects funded with Development Assistance:
B(2) applies to projects funded with Developrent
Assistance loans: and B(3) applies to projects
funded from ESF.

CROSS REFERENCES: 1S COUNTRY CHECKLIST UP TO
DATE? HAS STANCARD ITEM
CHECKLIST BEEN REVIEWZD FO
THIS PROJECT? '

1. 9E9 Azr-zorriation c. 823: F
Sec. €3¢h. 1f money is sought to Notified as part of
obligated fo:r an activity not previously FY 15389 Global Report
justified to Congress, or for an amount
in excess of amsunt previously justified
to Congress, has Congress been propezly
notified?

Ihh Sec. €11(a)()). Prior to an
obligation in excess of $500.000, will Yes
theze be (a) engineering, financial or

othez plars necessary to carcy out the

assistance, and (b) a reasonably firm

estimate of the cost to the U.S. of the

assistance?

3. [EAA Sec. €11(a)(2). 1If legislative N/A
action is required within recipient
countzy, vhat is the basis for a
Leasonable expectation that such action
vill be completed in time to permit
otderly accomplishment of the purpose of
the assistance?



o
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Sec. € S A riation
Ast Sec. €0} 1f project is for water orf

water-related land resource construction,
have benefits and costs been computed to
the oxtcnt practicable in accordance with
the prirciples, standards. ansd prcceduces
estatlished pucsuant to the Water
Kesouzces Flanning Act (42 U.S.C. 1962,
2% 3ec.)? (See A.1.D. Handbook 3 for
guicdelines.)

Cec. € e 1t project is capital
assistance (g.g9., constructiorn), and
total U.S. assis.ance for it will exceed
$1 zillion, has Mission Director
certified ard Regicnal Assistant
Aidzinistzatcro.taren into consid.zation
the csuntzy's capatility to maintain and
utilize the prcject effectively?

g =, Is prcject suscepiibie to
&€ciicn as part of regicnal oI
ltilateral prcject? 1f so, why is
¢ject not so uxecuted? Informatiosn and

b ]

~siusicn whether assistance will
uzage regicral develcpmernt prograrcs.

FA2 Sec. €01(3:. Information and

ccnclusions on whether projects will

enccuzage effozts of the couniry to:

(a) increase the flow of international
cade; (b) foster private initiative and

cernyetition; (c) encourage developzent

and use of cooperatives. credit unions.

and savings ané loan associations:

(4) discouczage noncpolistic practices:
(e) irpzecve technical efficiency of
ind.s~:y, agziculture and comzerce; and

e
'S
F
¢
e

-
-
-

-
-
ac

"(£) strengthen free laborz unicns.

. Information and
conclusions on how project will encourage
U.S. pzivate trade and investment abdrcad
and encourage private U.S. participation
in foreign assistance programs (including
use of private trade channels and the
services of U.S. private enterzrise).

R/A

Minor construction
required under the
project. It has been
takan into account.

Yes. Non~-traditional export
production

Yes. PVO implementor and
private sector beneficiarie
Yei,Cooperatives will
participate

Yes. Competition encouragec
Yes.Technology transfer

is the key component

K/A

Credit will finance U.S.
procurements.

U.S. firms

provide technical assistance.
U.S. firmsencouraged to
invest and are eligible

for loans.



9.

ic.

11.

13.
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b Sers, ¢ Y €IE(R). Describe steps Recipient required to peet

taKken to assure that, to the paxircum at least 25 of total
extent possible, the country is project costs
contridbuting local currencies to meet the

cost of contractual and other services,

and togoiqn currencies owned by the U.S.

are utilized in lieu of dollars.

FAR Sec. 612(2). Does the U.S, own No

eXcess loreign currency of the cotntry
and, if so., what dZrangenents have been
Bace for its release?

ope . 1 No
asgistance is for the pfocuction of any
corrodity fer expor:. is the commedlity
lirely tc e in surplus o werle zackess
at tle tize the resulting produztive
CaF3sity beccres operativa, ans is sueh
455.s5%a0Ce likely te cause susszarncial
irjvry to U.S. preducess ¢ the sare,
sinilar or corpeting commsdizy?

EY 1689 h=ccopsiations Acs Sec. 549,

Will the assistarce (excezt 2c2 progoars
in Caritbear Basin Initiative countcies
uscer U.S. Tariff Schedule “Section 807,"
which allews reduced tatiffs on articles
dssenilel atroad frem U.S.-cade
Corysnents) be used direc:ly to procus
feasibility studies, prefeasitilicy
stulles, or project profiles of potential
investnent in, or to assist the
establishment of facilities specifically
designed for, the manufactuze for exzert
0 the Urited States or to thica courntey
zackets in dirzect cozpetition with U.S.
exports, of textiles. apparel, footwear,
hancbags., flat goods (such as wallets or
coin purses worn on the erson)., vork
gloves or leather wearing apparel?

c. - - Will the | v pesticide control
assistance (a) support training and program
education efforts vhich izprove the b. Mo

capacity of recipient countries to
prevent loss of biclogical diversity:
(b) be provided under a long-tern
agreenment in which the recipient countcy
8Qreds to protact ecosystems or other
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vildlife habi=ats: (c) support efforts °©- N
to identify and survey ecosystems in
tecipient countries worthy of
protection; s‘or (d) by any direct or

indifect means significantly degrade ~
national parks or sirilat rrotocted areas

or i{ntroduce evctic plarts or arirmals

into suca areas?

14. IAA Sec. 121(&). 1If a Sakel preject, has N/A
4 deterc:inatios been made that the host
governnent has ar adequate system for
accounting for and controlling receipt
and expenditure of project funds (either
dollars or local cuirency generated
therefzeon)?

e, 1€

8-
"

. FV 1686 2pmc= ien
assistince is t:c e cade tc a United N/A
States FVO (other tnan a cocperative
davelcpnarnt orsanizatica), dces it obtain
At_least 20 percent of its total annual
fufiding for international aczivities from
sousces- cther than the United States
Governzern:?

e
u

T oy

16. cgQ Fﬂ’nnr{‘t:p- - c . -11 Yes

dssistance is being made availadble to a
PVO, has that orgarnization previded upea
timely regues: any docuzment, file, oL
fecord necessary to the auditing
tequiremeants of A.1.D.., and is the PVO
tegistered with A.1.D.?

17. prise 2 £18. 1L
funds are being obligated under an
aprropriation account to which they were
not approgristad, has prior approval of
the Approgpcziaticzs Cozxittees of Congress
been obtained?

1e. (as Approximate date has
intezpreted by conference report). Has
conficrmation of the date of signing of been provided. The
the project agreement, inclufiag the agreement has not been sent.
amount involved, been cabled to State L/T
and A.1.D. LEG witdin 6¢0 days of tts
agreement's entry into fozcs with respect
to the United States, and has the full
text of the agreezent been pouched to
those sanme offices? (See Handbook 3,
Appendix 6G for agreendents covered by
this provision).

/A

o
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c. 28 - Describe extent to Local PVO is the primary
which progran fecognizes the implemantor; most technical
Particulaz needs, desires, and assistance is provided by
capacities of the people of the local people. The PVO will
country; utilizes the country's “attain long-term self-

intellectual tesources to encourage sustainability.
institutional developmernt: and

supports civil education and training

in skills required for effective

participation in governmental

processes essential to

self-governrent.
) & 89 Ice s _Act c. 836.
Arze any of the furds to be used for No

the perforrarce of abortions as a
method of farnily planning or to
zotivate or coerce ary person tc
practice abortions?

hze any of the furds to be used to ¥o
Fady for the perforzarce of

involuntary sterilizatior as a method

of facily plarning or to coerce or

previde any financial incentive to

8Ny persch to underss stezilizations?

Are any of the funds to be used to

Pay for any biomedical research which No
relates. in whole or in part. to

methods of. or the performance of,

abortions or involuntary

steczilization as a means of faxily
planning?

-} i . 1s the ¥o
assistance dbeing made available to

.any organization or program which has

been determined to support or
participate in the managezment of a
program of coercive abortion or
involuntary sterilization?

1f assistance is from the population R/A
functional account, are any of the

funds to be pade available to

volustary fazily planaing projects

vhich do not offer, either directly

or thrsugh referral to or information

about sccess to, a broad range of

fanily planuing methods and services?

(0
J/
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EAR Sec. €0l1(e). Will the project
utilize conmpetitive selection
procedures for the awvarding ot
contracts, except where applicable
procucement rules allowv otherwvise?

EY 1989 Apprsorigcions Ret. What

porticn of the furds will be
available only for activities of
econornically and socially
disadvantaged enterprises,
historically black colleges and
universities., colleges and
universities having a student body in
which more than 40 percent of the
students are Rispanic Americans, and
private and vcluntary o:zgarnizations
which aze con:zolled by individuals
who aze black Acerzicans, Hisganic
Anericans, or Native Aresricans, or
whe are eccncmically or sccially
disadventage? (including winern)?

%, S g . Does the assistance
cor;ly with the envitcnrerntal
procedures set forth in A.I1.D.
Regulation 1¢? Does the assistance
place a high priority on conservation
and sustainatle Eanagemer: of
tregical forests? Specifically, does
the assistance, to the fullest extent
feasidle: (a) stress the importance
of conserving and sustainabdly
managing forest resources; (b)
support activities which offer
employzent and income alterznatives to
those who otherwise would cause
destruction and loss of forests, and

-help countries identify and implement

alternatives to colonizing forested
areas; (c¢) support training
programs, educational efforts. and
the estadlishment or strengthening of
fnstitutions to improve forest
sanagement: (d4) help end destructive
slash-and-bdurn agriculture by
supporting stable and productive
fazaing practices: (@) help conserve
forests which Bave not yet been
degraded by helping to increase

Yes

Such organizations are
eligible to compete. No
estimate is available,
hovever the project hopes

to disburse at least 10

of technical assistance
funds to these organizations.

Complies with Regulation 16.
Although the program does
not specifically target

the other activities
mentioned, it will have a
positive impact on improving
the natural resource base

in the country.
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production on lands already cleared
or degraded: (f) conserve forested
watersheds and rehabilitate those
which have been deforested: (g)
support traiping, resesrch. and other
actions which lead to sus:ainable and
Eofe anvironmentally sound prac:ices
for timber barvesting, removal, and
processing: (h) support research to
expand knowledge of tropical forests
and identify alternatives which will
prevent forest destruction, leors, or
degradation: (i) conserve biological
diversity inm forest areas by
supporting efforts to identity,
establish ard maintain a
fepresentative network of protected
tropical forest ecosysters on a
worldwide basis, by maring the
establishment of protected areas a
condivion of suppcrt for activities
invelving fcrest clearance or
degradation, and by helping to
identify tropical forest ecosysters
and species in need of protecticn and
estadlish and maintain appropciate
protacted acreas: (J) seex to
increase the avareness of U.S.
governzent agencies and other dono:zs
of the immediate and long-terz value
of tropical forests; and (k)/utilize
the resources and abilities of all
relevant U.S. governzment agencies?

. 1t the
assistance will support a program or
project signiticantly affecting

tropical forests (including projects

involving the planting of exotie
plant species), will the program or
project (a) bde based upon careful
analysis of the alternatives
availadle to achieve the Ddest
sustainable use cf the land, and
(b)/take full account of the
environnenta. impacts of the proposed
activities on biological diversity?

N/A

P A
‘\)



c. 8 . Will assistance
be used for (a) the procurement or
use of logging equipment, unless an
environmental assessment indicates b
that all tigber harvesting operations :
involved will be conducted in an
environmentally sound manner and that

the proposed activity will produce

positive econoric benefits and

sustainable forest management

systexms:; or (b) actions which will
significantly degrade national packs

or sirilar protected areas which

contain tropical forests, or

introduce exotic plants or anirmals

into such areas?

. . Will assistarce
De used fcr (a) activities whish a. Ko
would result in the convessicr cf b. :°
o

forest lands to the rearing of c.
1ivestock: (b) the construction, d. No
serading, or maintenance of roaéds
(including te=porary hatl roads for

logging or other extractive

industries) which pass thzough

telatively urndegraded forest lands:

(c) the colonization of forest lands:

o (&) the construction of dars or

other water control structures which

flood relatively undegraded forest

lands, unless with respect to each

such activity an environmental

assessment indicates that the

activity will contribute

significantly and directly to

improving the livelihood of the rural

poor and will be conducted in an
envizonmentally sound manner which

supports sustainable development?

. 1¢
assistance will come from the /A
sub-Saharan Africa DA account, is it

(a) to be used to belp the poor

majozity in Sudb-Saharan Africa

thzough a process of long-tera

development and economic growth that

is equitable, participatory,

envizonmentally sustainable, and
self-reliant;: (b) being provided in
accordance with the policies

contained in section 102 of the FAA:;

No

No
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(c) being provided, when conistent
with the objectives of such
assistance, through African, United
States and cther PVOs that have
demonstrated effectiveness in the
promotion of local grasscoots
activities on behalf of long-ternm
developnent in Sub-Saharan Africa;
(d) being used to help overcome
shorter-tern constraints to long-tern
developnent, to promote reform of
sectoral economic policies, to
support the critical sector
priorities of agricultural production
and natural resources, health,
voluntary family planning services,
education, arnd inccme generating
opportunities, to bring about
aprrciriate secicral restructizing of
the Subd-Saharan African economies, to
suppor: refsrz in pubdlic
acdrinisiration and finances ané to
establish a favoradle environment for
ind{vidual enterprise and
self-sustaining developzent, and to
take into account, in assisted policy
teforms, the need to protect
vulneratle groups; (e) being used to
increase agzicultural production in
Vays that protect and restors the
natural rescurzce base, especially
food production. to maintain and
improve bdasic transportation and
communication networks, to maintain
and cestore the renevable natural
resource base in ways that increase
agricultuzal production, to improve
health conditions with special
‘eBphasis on meeting the health needs
0f mothers and childzen. including
the establishment of self-sustaining
ptimary health care systems that give
ptiority to preventive carse. to
provide incressed access to voluntary
fanily planning services. to improve
basic literacy and mathematics
especially to those outside the
formal educational system and to
impzove prisary education, and to
develop income-generating
opportunities for the unemployed and
underexployed in urban and rural
ateas?
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89 A opriation cz Sec.
1f deob/reocd authority is sought to N/A
be exercised in the provision of DA
assistance, are the funds deing
obligated for the same generzal
purpose. anéd for countries within the
same general region as originally
obligated, and have the
Appropriations Committees of both
Houses of Congress been properly
notified?

Developrent Agsistance Projecs Criteria

(Lsans Oniy)
. s e N A8 -DW : y :i .
a. B2 ec 22'%) infcrration and N/A. Grant funded

cerclusion on cagacity of the country
te cepdy the lcan at a reaschnatle
rate cf inteczesc.

c. e . 1t assistance is
for-ary productive ernzerpzise which
will compeze with U.S. enterzrises, u/A
{s there an agceemant by the
cecizient countrzy to prevent expest
to the U.S. of more than 20 pezcent
of the enterpcise's annual production
during the life of the loan, Or has
the requirerxent to enter into such an
agreement been waived by the
President because of a national
security interest?

Fi: _Sec. 122!%). Does the aczivity Yas

give reasonatle procise of assisting
long-zange plans and progracs
designed to develop economic
resouzces anéd increase productive
capacities?
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. i o) ct Critezia

ec. a). Will this N/A

assistance promote econoric and

political stability? To the maxiruz
extent feasible, is this assistance
consistent with the policy
directions, purposes. and prograrns of
Patt I of the FAA?

ec. 53 . NWill this /A
assistance be used for military ot
paramilitary purposes?

. Sez. 6C9. If commsiities are to
be grarzed so that sale proceeds will
82tZue to the recipient courntry, have
Special Account (councterzac:e
azrzanserents been rale?

N/A
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SC(3) - STANDAPD ITEM CHECKLIST

Listed below aze the statutory items which
nc:mqlly will be covered toutinely in thcse
:;wz;ions of an assistance agreerent dealing
with its implementation, or covered in the
:;:;enent by iczfosing limits on certain uses of
unds.

These iters are arranged under the Qeneral
healings of (A) Procurement. (B) Coastruction,
and (C) Other Restrictions.

1. FA> Sec. €CZfa). Are there arrangecen: Yes. Small and Dis-
t: pezzit U.S. srall business to advantaged Business

participate equizatly in the fusnis.ing participation is
¢ comzcdities and services financed? encouraged.
2. FR: Sec. €C&{a). Will all procurermern: be
fzon the U.S. except as otherwise Yes
deterrined by the Presidant or determined

unier delegaticn fzor him?

3. FRA Sec. €04(d). 1f the cocperating Does not discriminate

ceuniry disccizinates against marine
insurance conmpanies authorized to do
busiress in the U.S., will commodities be
insured in the United States against
Earine risk with such a comgany?

4. e, : 1€ o] .
2058(a). 1If non-U.S. procurenent of
agricultural comx=odity or product thereof N/A
is to be tinanced, is there provision
against such procurement vhen the
domestic price of such commodity is less
than parity? (Exception where commodity
financed could not reasonably be procured
ia U.$.)

e
~
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g. . Will constructien or
engineering services be procuzed from
tirms of advanced developing countries
which ate othervise eligible under Code
941 and wvhich have attained a competitive
capability in international markets in
one of these areas? (Exception for those
coupt:ies which receive direct econormic
dssistance under the FAA and permit
United States firms to cozpete for
construction or engineering services
financed fror assistance programs of
these countries.)

FAR Sec. €03. Is the shipping excluded

from conpliance with the requizement in
sectior 901(b) of the Merchant Marine Act
of 1936, as amended, that at least

5C percent of the gross tonnage of
cormzdities (cozjuted separately for dry
bulk carriers, dzy carge liners, and
tatxers) tirarnced shail be transported on
privately owned U.S. flag coznmercial
vessels to the exten: such vessels are
availatfe at fair and reasonatle rates?

A 2. 1(2). 1If technical assistance
is financed, will such assistance be
furnished by private encerprise on a
contract basis to the fullest extent
practicable? Will the facilities and
resources of other Federal agencies be
utilized, wvhen they are particularly
suitadle, not competitive with private
enterprise, and made available without
undue interference with domestic prograrcs?

Inteznstiors] Air Transportation Faig
corpetitive Practices Act, 1974. 1If air
transpostation of persons or property is
financed on gran: dasis. will U.S.
carziers be used to the extent such
secvice is available?

b $4

the U.S. Goveznrent is & party to a
contract for procurement, does the
contract contain & provision authorizing
terpination. of such contract for the
convenience of the United States?

Yes

Yes

Yes

Yes
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10. 1Y ;ggs Apprac ct Sec. 524. 1f
assistance is for consulting service Yes

through procurement contract pursuant to
$ U.S.C. 3109, are contract expenditures
8 Ratter of public record and availabdle
for public inspection (unless othervise
covided by law or Executive order)?

GONSTRUCTION

1.

EAX Sec. 601(d). 1f capital (e.g.., Minor comstructions
construction) project, will U.S. requirements. Local

engineering ard professional services be procurement.
used?

EA~ Se=. €11(g). 1f contracts for
censisusiion are to be financed, will Yes
they be let on a conpetitive basis to
zaximum extent practicatle?

F2h Sec. equk). 1f for constructicen of

pzoductive enterprise, will aggregate N/A
value of assistance to be furnished by

the U.S. nst excead $10C million (except

fcr produstive enterprises in Egypt that

vere described in the CP), or does

assistance have the express azr:soval of
Ccngsess?

A . 1f Qevelopment loan
repayable in dollars, i7s interest rats at N/A Grant
least 2 pezcent per annum during a grace
period which is not to exceed ten years,
and st least 3 percent per annum
‘thereafter? :

EAA Sec. 301(¢(4). 1If fund is established N/A
solely by U.S. contridutions and

admninistered by an internaticnal
organization, does Comptroller General

have audit rights?
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FAA Sec. 620(h). Do arrangements exist Yes
to insure that I'nited States foreign aid
s not used in a manner wvhich, contrary

-to the best interests of the United

States., promotes or assists the foreign
aid projects or activities of the
Communist-bloc countries?

Will arzangenents preclude use of
financing:

a. c. :
t .

(1) To pay for performance of Yes
abortions as a method of family
planning or to motivate or coerce
persons to practice atortions; (2) to
pay for performance of involuntagy Yes
sterilization as method of family
plarning, or to coerce or provide
financial incentive to acy perscn to
undergo sterilization: (3) to pay for Yes
ary biomedical research wihich
relstes. in whole or part, to methods
or the performance of abortioas or
involuntary sterilizations as a means

of facily planning: or (4) to. lobdy Yes
for abortion?
b. [IAA Sec. 483. To make reimburse- Yes

nents, in the form of cash paynents,
to persons whose illicit drug crops
are ezadicated?

c. [EAA Bec. 620(g). To compensate Yes
owvners for expropriated ot
pnationalized property, excapt to
compensate foreign natiocnals {n
accordance wvith a land teform program

certified Dy the President?

4. TAA $ec. €60. To provide training. Yes
advice, or any financial support for
police, prisens, or other lav
enforcenent forces, except for
naccotics programs?

e. [TAA Sec, 662. Por CIA activities? Yes



. For purchase, sale,
long-term le¢ase. exchange or guaranty
of the sale ¢! motor vehicles

‘manufactured sutside U.S., unless a

vaiver is obrained?

989 r i Ace . 803.
To pay pensions, annuities,
fetirement pay, or adjusted service
compensation for prior or current
military pezsonnel?

89 A ct _Sec. .
To pay U.N. assessments, acrearages
or dues?

(4] o2z ct Sec.
To carry out provisions of FAA
section 209(8) (transfer of FAR funds
to multilateral orgarizations for
lending)?

£S opriations Act Sec. ¢
To finance the export of nuclea:r
equipzent, fuel, or technology?

E£Y 1989 Approzristions Act Sec. 511

For the purpcse of aiding the efforts
of the goverrnzent of such country to
repress the legitimate rights of the
population of such country contrary
to the Uriversal Declaration of Human

Rights?

[y 129 Approcriations Act Sec. S16:
gtate Authorizatjion Sec, 109. To be
used for publicity or propaganda
puctposes designed to support or

‘defeat legislation pending before

Congress., to influence in any vay the
outcome of & political election {n
the United States, or for any
pudlicity or propaganda purposes not
authozized by Congress?

Will any A.1.D. contract and
solicitatica, and subcontzact entered

into under such contract, include a
clause requizring that U.S. marine
{insurance companies have a fair
opportunity to bid for marine insurance
vhen such insurance is necessary oz

sppropriace?

Yes

Yes

Yes

Yes

Yes

Yas

Yes

Yes



