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wPALr C ArnMZATION 

Nam of CountZy/Etity: 	 EL Salvador 

Slvadoran Foundation for Economic and 

kims of Project: 	 Agribusiness velomnt 

imbor of Project: 	 519-0327 

N of Country: 	 IR Salvador 

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

A. 	 1i. Pursuant to Sections 103 and 531 of the Foreign Assistance Act of 1961, as 
amended, I hereby authorize the Agribusiness Development Project Amendment No. I for 
El Salvador, encompassing a grant to the Salvadoran Foundation for Economic and 
Social Development (FJSADES) and involving planned obligations of not to exceed 
hirty Three Million United States Dollars ($33,000,000) in grant funds over a 

seven-year period from date of this authorization, subject to the availability of 
fods"in agcordance wilth the'&.D. OYB/allotment process, to help in "firaing 
foreign exchange and local currency osts for the Project. The planned life of the 
Project is seven years from the date of initial obligation." 

B. 	Except as expressly modified or amed herein, the original authorization rmains 
in full force and effect. 

Ikederick W. Schiek 
Ating Assistant ,dministrator 
Dixeu for latin America and the Caribbean 

case__ 
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A. acYmi3a iation 

EIZfM/l Salvado recinons the authrizatio of a *13.0 million 

amen t and a to-year PCD extension to the ooerative Agrem t with the 
Salvadoran Foundation for Eonoic and Social IAvelDEnSt (R____), which 
siuqorts efforts to increase the prodiuction and export of non-tr itional 
agricultural =nps. The additional funding brings the total AID cotribution 
for the life-of-project costs to *33.0 million. The terpart contribution 
to the meven-year project will finance the local curreny equivalent of $11.0 
million. 

a. SMIry 

Due to the civil oinflict, declines in world market price for 
traditional cro.s, Goveret of El Salvador (OES) inefficiencies, lack of 

now tedurnlogies and policy disincentivem, the agriculture sector in El 
Salvador has deteriorated dramatically over the last eight yewar. An 
isportant part of the identified solution is to stimulate the prouction and 
export of no-traditional agricultural crops. Key , traints inhibiting 
progress in this area ere penetrating foreign markets, suitable production 
technologies, capital resources and 0M policies. The Mission has begun to 
address these issues through the iplinetation of balance of payment policy 
dialog and several project interventions. Included in these project 
activitie are approacus dealing with agribusinesses and proesis, on-fatm 
irrigation, strerqtheng q erative institutions and their no-traditional 
production capabilities, and inll farmer participation. 

The Agribuiness Ielpmet Project (519-0327) is the latest effort to 
stimulate non-traditinal agricultural exrts. A a reuIlt of rogress in 
project ilemntation, it has be iresingly evidet that significant 
prodLution opportunities r in unta . The key constraint requiring 
resolution in order to take &&mntage of thee corp tuiti" is the lack of 

suitable proiuction toedhnlogies. This caatraint exts not only in term of 
agricultural production, but in the arm.s. c aacultural production and 
quality assrance. Iu PP -I el is geared to aesing thes *etacles 
to incaksed i-traditorial piro tion. 

The goial of the Project. is to incese emloyet and 9breign mdhange 
earnings. 'flu pzpre is to increse the production and exprt of 
nrItraditialI agricultural products. 1hase rinin un&Anged. fro the 
originl Project Paper. h Project con-tinus to have tw mjor co:oinentst 
(1) Msistan to m-traditicnal, ftport-Oient Ariculture and (2) 
Institutional Spot. Th teftoloy/tedrioal aseistarm ele t of 
moit 1 aM the Institutional &VprtO will receive the 

aditional assistance uder this amnIent. Mw amenit will not adjust nor 
provide inzweitl funds to the credit line under Opownent 1. 

Ur the technaloy/tedirical assistanr el nt, the indmnt will finance 
thre new activities aM the epmion of odstng activities. he now 
activities aces a quality assmance program, an aqamclture ezperintal' 
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station and a foreign investment prmotion Program. h existing program 
includes major activities suh as# now product development, epnsion of 
e*primsntal plots, training and extension, and pest mrageenit and post 
harvest technologies with university-beaS assistance. The institutional 
mport will cover central staff salaries, equipmnt, suplies and other 
capital expenditures. 

Tlw kgricultural Diversification Dqnrtmt (DIVG) of FENM will continue 
to have implmntation responsibilities. DIVrA's MarIceting, Research and 
Dvelopent, Projects and dministrative divisions will ontinue to be the 
principal mnagni t units. Ino generated from the loan portfolio, the 
quality assurance program and field station sale will provide increasing 
revens fron which to cover DIVAMU's operating expeses a the Project 
progresses. 

(C) (1) Project Amend t Develop= 

Brd Landau Projects Office 
Frank Skironskd ik l evelmnt Office 
Buce Mi ural Dltvelont Office 
Antonio Gonalz hwal lv pment Office 
Mike Wise kal Dveloet Office 
Jan Buttari sacrxics Office 
Piladelfo Dires R3ADW/DIV 

%2) Project Pview C±tte 

Huizy hssford ission Director 
Jdm Surd Acting Depaty Director 
Willimm Kasucak Associate Mission Director 

Program and Projects 
FM Ellis Ating Associate Mission 

Director Oprations 
wk latha Ontrollers Office 

Tom MISSe Deve It Program Office 
Ddmca Keroidy rojects office 
Zama Hamm Catracts Office 

A. The Deteioratiom of the Agriculttwe Sector 

Ding the period 1962 thro4a 1979 the value of agriculture 
anproduction row (in otant colones) fr 537 million to O67 million, 

avewrg ani gra th rate of 3.8%. he series of ooup in 1979, followed by 
civil war early in 1960 initiated the reversal of the pnionary t- ed. 

riculture production drd by 046 million in 1960. 

Te dislocotins occsione by continuing inteal violene wa mzdsd by 
othr factors. Agrarian reform brcot about the transfer of 218,000 hectares 

crop lands from experience private to le prepared ollective owmers. 
Wbld market prices for s raditional exports declined severely. A 
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deupning estraemen between the MM and the N r@ rmuxial clases 
redud the productive role of the latter. MWE irwffcincy in both 
policy-making and delivery of traditional agricultural services and credit 
excerbated agricultural production problem. A substantial portion of the 
most qualified entrepreneurs wore left lae with debt and unable to make the 
investmnts required for a resurgnone of agriculture. Over eight years, these 
factors accounted i. varying degrees to a drop in anual replacent coffee 
plantings from 17 million to four million trees, the roal from production 
of 21,000 hectares of coffee and of 70,000 hectares of cotton, and to the 
marginal utilization of the prim agricultural lands which had bn 
transfer red to aoeative onership. 

7t. a-native effect of these factors reualted in a cot nuing decline in the 
value of agriculture production, eqocts, and eloymt. Production declined 
to a low of 0720 million in 1986. Despite a inor rec y to !735 million 
in 1987, it is only 83%of its 1979 level (blon values are in 1962 prices, 
unless otherwise noted). Highly sensitive to world coffee prices, the value 
of agriculture elxrts has shown an even greater declinz, droing from 661 
million in 1979 to 0306 million in 1987. Althouh Wloymnt statistics 
are sketchy, it iz variously estimated that of the approximately 550,000 

kers in the agricultural sector, only about 211 are fully employed. 

Ariculture's perfomarce has a profound imct on the overall Salvadoran 
e . This sector traditionally employs 500 of the national workforce, 
genarate 754 of the countr's foreign edange earninm, ard contributes 
about 300 of total GDP. hrnings from the sector have, in lerge part, 
financed the growth of other sectars. m nmic and social effects of 
agriculture's deterioration are of a major anitude. Pavitalization of the 
str is essential to resmtion of overall eooic grath. 

B. Qxutraints and Cotwities 

Derits of the past eight years revealed a serious structral wimese in 
Sulvadoran agriculture - its cva-&"sdo~ an a few exprt crps coffee, 
cotton and sugar. With the exception of offee, there ws no future for 
eqading theses craps that traditionaLly bdeaurud foreign sidiange and 
fueled overall emomc activity. Te reugeunc of the agricultural sector 
and with it the renl of er c grwth would be oditiond by 
Salvadoran's ability to profitably produce nw agricultural codities. A 
depressed local market catild rio be expected to absor production in the 
quantities required for full utilization at potential agricaltural capacityi 
nor wuld sales in the locl maret prod=e the foreign ezxdange nedd for 
industrial, c cial aid social structure refurbis1mnt and expansion. 

Observers had laig raed that of IM Salvador's asiorimataly 600,000 hectares 
of arable lard, 401 of the soils -a of alluvial or volcnic origin with 
fairly high natural fertility. 7e ountry bad a southern srure at a wide 
range of elevations producing climatic s s favorable to now production for 
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the winter mrkit wirzkw in the U.S. and &ampe. Inrsmu as traditional 
crop land and a large portion of the labor force were unmployed, a shift to 
non-traditional export production would incur low unortuity -osts. These 
bservations re substantiated by various analytic exercises uidertake by 

USID-fuinde cDsultants. In 196, Tladaci6n Chile, for exa le, identified 
six products which aould 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 DIVAGOD have mbsequtly identified foreign 
markets for 19 additional agricultural products. The mrket on rtunities 
represented $150.0 million in potential foreign exchange. The analyses 
further revealed that, in ccmprism with basic grains and traditional c 
the proposed non-traditional export cropm would produce higher 
returns-vri-investmit and absoeb are workers per cultivated hectare. 

Desite the opportunities presented, the growth of the not-traditional 
agricultural export sector is inhibited by a series of ontinuing 
onstraints. The four met serious onstraints to successful production and 
sales of non-traditional export cos that were identified in previous 
studies, including the Mission's COS, and cotiue today ares 

1. Penetrating Foreig, Markets 

EL Salvador has only a ruitary food prces:sing indstry which served 
cntral American markets. Most farmers and prooe have little or no 
knowledge of world markets, their requiremts and sales infrastructure. 
Further, alth possessed of an adequate internal transportation PAM 

omication system, El Salvador has no Atlantic port and -it use overland 
tracking through Guatemala aid/or Mexio to ser Eastern and Cetral markets 
in the U. S. Its Pacific pots are marginally adequate, but the low product 
volums handled by ti e port make theam uertain and otly onduits. Air 
cargo servions and ace are limited. 

2. Suitable Production 'Tduilogies. 

Produ-tion requir its are lty onitioned b market realities, i.e. 
the r, procts ant met quality, ost Wad tim requirm ts of the 
markets. Salvador fab exrs are not only unniliar with cultivation 
practices rnquires for pro cion of the propoe mew ro, but lack a 
tradition of qUality =*4.ol and delivery discipline. Moreover, although the 
previus studies irdicated that the wa preliminary evil of the 
feasibility of .sh pzrdution in the €ow*xy, it es by no certain thatmaw 

galr iate varitios ould be redily adapted to local ocditir, aid 
proucd reularly at zoetitive oists. 

3. Capital Plscurces 

Fr its d ent fund, the Central Ruerve k has formally allcaeted 
waly *00.000 for the aniumsl financing of mntrditinl exprt crop over 
reou1t years. Due to this lack of a*prt, nw lime of credit were ruired 
to fund the p1r n n ne production. The beIM syntm has little or no 
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experieie with rn-traditional production and is unlikely to take on lending 
for muh prposes, unless success stories can be domwtrated. Many of the 
larger farmers with adequate mnagerial skills have b- de'ap talized and 
cnnot be expected to met standard equity and collateral requiremnts of 
conventional lenders. 

4. CM Policies and Program 

Although sm positive steps have bew taken regarding industrial sector 
exports, the GOES has not developed adequate policies for active protion of 
non-traditional agricultural exr.A and its existing policies in sm aspects 
continue to hinder such pr ion. 'Theovervalued foreign exchange rate 
provides disincentives for alt producers. 7here are duties on key 
agricultural inputs and a stata-imqosed acreage limitation on mariculture. 
Meover, its researdh stations are only sarginally functioning, the extension 
services are woibnd, and there wms little evidence of cotructi'e 
le eship in the Ministry of Agriculture during the previous administration. 

IhA rw GOES administration, which assumed office on June 1, 1989, has 
indicated its intantirAs to siqasize aport production as a "growth motor", 
and is expected to institute policies cviucive to that pmpose. It bas 
staffed key institutions with persons Who are arently oomitted to reducing 
the goverment involvement in ontrol and regulation of the productive 
prOCesses. The Mission, therefore, ects an acceleration in desirable 
policy and program modificatidM."-Hweer, the mobiizatiod bf govermntal 
resorces to initiate projects Which directly sqport nm-traditional export 
prodcers and processors will require major and tis onsuffing reltructuring 
of the agencies and of their activitisi s of Which serve wall organized
o.stituecies. Contraind an one had by the need to accodate md 
omstituucies and omitted on the other to greater reliance rn private 
sector develo1sental initiatives, it is not likely that goverrmetal projects 
will play a signif-I=ct ro-trditional agricultural port suprt role for 
at least boo years. Wb expect, inutead, that OM activities will be 
gradually adjusted to o em rt on-Woing activities of private sector 
aganizations, mabLy MAMN. 00 intentions to rely on M&NNS for 
leelwshlp in the devoe t of nwutraditional agricultural export projects 
was recently signalled by the Mnister of Agriculture. He stated that his 
Ministry .old tocs its eftarts on basic grain production While cacrating 
with FWWU to achie advances in n-traditional production, since FEAS' 
experius d strates that it is the re-edintly qualified aguwy in El 
Salvadkor. 

C. UM AVU 

The WAI initiated its suort for d e t of & -traditionl 
agriculture exports in 198 throug a F, the Slvdan 1bn4ation for 
Social and Eonmac Kevelqut (BAM). tr a description of RN= and 
the rationale for its selection as the iupleinting agemy, se Section 
VII(A), Institutional Analysis Updte. 
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Funding was provided to MMMS throsgh the private sectOr =onem t of the 
Ararian Rform Sector r Project (519-0265) to prceote non-traditional 

eorts by carrying out a market identification effort, by establishing and 
research stations and by providing appropriate technical.operating adaptive 

assistance to potential and actual Producers. FLEAM was also the recipient 

of a grant under the Wter Maagent Project (519-0303) for the pr tion and 

financing of irrigated agriculture. It was already evident that irrigation 

would be required to enable Salvadoran growers to shedule production for 
market window period. Derind tor irrigation equipment was anticipated 
especially by -lon grows se products ware finding aceptance in U.S. 
markets. 

By late 1987, it as clear from the performance 	of the Agricultural
 
that the to projects were
Diversification Departmnt of FUSAZE (DIVAGM) 

ooin tually sowzli the dnnd fbr irrigation-related loans we accelerating 
as anticipated and growers we responing to the market ptunities that 

DIVM was defining. Me than 80 produers bn growing means for the 
exxt market, several utilizing credits providd by the private sector 

and virtually all receiving mrketing and production assistance fromcorwit 
DIVAGRO, which also was instruntal in resolving transportation probltl. 
Hlon exports increased eight-fold between 1983 	 and 1987, acording to 
tUS FAS. Production of marigold, ornamentals, 	 loofah and cucumber began 
with the advice and assistance of DIVAMO. Tednical assistance from DIVAGRO 
was followed by lon-term credits from FIDEC to two fod-proessing companies, 

0uality Foods and Bon Apetit, doubling the export production capmci' of the 

first and initiating export-oriented production in the seonl. The two plants 
1998, from $2.0 million inexprted products valued at $4.8 million in u 

1906, and ex t sales of over $12.0 -illion ar,. proj. tPd by 1990.. 

DIPhM assisted tw local investor gro.pe in neootiations iwhich led to the
 

Joint ventures with Siinh (an Israeli-based firm) and with
Fomtion of 
wmald of California. Crop tes initiated with the ooeration of 

Chiquita Brands, Del Monte and Vlasic a quite p'!mising and are expected 
to lad to additional joint ventures. 

2al export perspectives derived from the marketing efforts and from 
preliminary indicators of cqietitiveuss we maptionally promising, but it 

was clear that the two projects mild n pply adequate resouces to exploit 
thea fully. The Agibusinses Dvelqunt Project (519-0327) was designed in 
19807 to suli-e t and etad the activities being carried out under Projects 

519-0265 and 519-0303 by DV . flw no USAM Project provided funding for 
a long-term marketing staff an a market intalligsc service, for an increase 

field research, for the provision of toedmicalin the artut an inteaity of 
assistance u-A training to expot producerse, for assistance to loan applicants 
for prepearing aplications and u.prting stuim~, for credit to oxccessful 

and for strsr ihing DIVA='s oc ity to extwd its servicesapplicants, to 
a wider cros section of the aricultural inxaity. 

Significant social and political bemfits have resulted alrady froa the 

AID-sunprtsd Agrarian oru program. AD enlisted DIVhM to assist the 

Agraian Hafo= beneficiaries to realize the cciuideable economic potential 
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of the Reform ooperatives. Although already possessing much of the dchoice 
agricultural land and aquacultural sites in El Salvador, and 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 marketing capacities limited them to traditional crops. The Mission 
negotiated an agreemt with the Central Reserve Bank to shift production 
priorities under Project 519-0307 to non-traditional agricultural export 
crops. DIVAGIO 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 Coopsative 
Development Project (519-0312) were adjusted to serve as transfer agents for 
DIVh-develcped tednology and marketing infortion. Whereas earlier 
DIVAM assistance reaced Agrarian Reform beneficiaries only through 
proosor-employed field agents, it is now delivered through several networks. 

DIV MI directly assists the cperatives in pro-1project and project design 
for various crop deelopwnts. It has carried out asssments of shrim 
production potential for 20 c and assisted in the design of a major cashew 
project. Currently, DIVAO is assessing freshwater praw potential for 
selected cooperativs, and is training coop m ers in vegetable production on 
its field stations. It has be the major - ad -ost tent 

agricultural technology transfer agent in El Salv . 

DIV= also has be an instrumetal cinfederate in the Mission's effort to 
achilevo policy reform. It has draft -.w l-slat.c4.- changing the 
restrictive ard couterprolactive reglations governing aquaculturei and has 
played a key role in the evolution of a ( agriculture develomt 
strategy. FSAMS' policy-influing activities have cpin ted those of 
the ission, resulting in increased access to foreign exdunge for capital 
gods. 71wu Central Resrve Bank now permits exprters to sell foreign exhange 
to eligible iporters. DIVAM nd Oher units of PUSAD are expected to 
ldtby actively for UDAID-m lporteI re.m in resct to changes inpolicy 
foreign exdunge rates, taxtion of esports, and the banking system. 

D. Status of AqiIsies VOU WIt Project 

2we Project alls1 for umeitures of *26.7 million, *2).0 million of 
%Ohidhwas to be provided bV an AM grant and the balance from PUBA1M and 
;civete sector benuf' ci-rion. - i t1 3 of Decuaer 201,After Ai N. 1989, 

http:l-slat.c4


-8

and trainingWhich reprogrammd $1.1 million frco the tedhnical assistance 
c oents to support 
A&11eted as fOl1o1os 

ranstruction of FSADZ' central offices, 

Project 519-0327 

the funds were 

Alloction of Punds (UL-000) 
Copoen AM mD M Total 

T.A. & Studies 2,863 1,000 3,a63 

Trainin 637 200 837 

Credit Proram 10.000 4, I0 14.500 

Assistance to N~kE* 

Projects Subtotal 13,500 5,700 19,200 

Operating 94*ort 4,950 1.000 51950 

Building + fiuipment 1,100 - 1,100 

Dwaluation/Reiew 180 - 180 

-270Ootingency 270 
PSDSInstitutional 

rt - Subtotal 6,500 1,000 7,500 

T o t a l to 1992 20,000 6,700 26,700 

* MEs bbi-Traitional Agricultural Eport 

Septber of 1967 and conition precedentThe Poj ct greimt was signed in 
disb -mats wr met on January 26, 1988. Oonitionsto iritial nan-i= it 

jecedent to credit disburemn w ee t on July 13, 1988, but no drawdons 
for credit have been siftun 519-0327 to &At@. DrU5oms for ted-,AIl 

asuistance, training and cating oVrt bAn in August, 1988, when Project 
519.-0265, Whichbed initially fnded toee e.ctivities, hsd reaced its PACD. 
After seven maths, as of tirdh 1969, the Project has accrued expeditres of 

*1,66,700 to fi anc tdnial aseistance, taining an operating costs, i.e. 

at a rate of $260,000 per rnith. In adition, DIVA= is spening about 
&W,000 amthly frin the rlated private-xcto portion of 519-0303. Given 
current and pla d disbzu mt ratm, EIVM estimates that $8.6 million in 

AID funds (both 0303 and 0327) will rmWn, as of the start of FY 1990 in 
0tdbe, to finance ffture wock plans onLy to the an of 1991. 

aqrions of accmlated n-credit enrn originaly planned (per Annx M 
of the Project Paper) po-rata to March 31, 199. versus actual 	spwrxing by 

[.werv, theDV7 under 519-0327 hww overall ewmses at 82%of bxget. 

operating suport oered cut of 519-0265 .ned only last August, and the
 

August, 1990,private-sector portion of Project 519-0303 will terminate in 
thereby implying a greater disbur It rate fa the Agribusiness Project in 
the near term. 
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Operatir costs *-000 to 3/31/89 Bufet 519-0327 Aued 

Outside T/A 600.0 809.2
 
Trainirg 212.5 242.1
 
Operating SqVort 1,188.8 616.4
 
Evaluations 0.0 0.0
 
Oont iency . 0.0
 
TUL. to 3/31/89 2-l-7 $1--

T* Project has two mjor co~monents, assistan e to nxx-traditional export 
agribusinesues and institutional suort for operations. Mhe former contains 
two su-- ts: technical/te t1ogical assistance ard credit assistance. 
The technical/technologial assistance subc ot exxompsses marketing and 
production-related activities which are carried at Wtmatically by three 
divisions within DIVAGAD. These divisions- Marketing, Rseamrz and 
Dwelcpmnt, and Projects- have been fully staffed and are effectively
functioning. 

The Marketing division is charged with iduntification of specific mrkets, the 
terms and onnditions for ucessful perticipation in thie markets, and for 
evaluation of the present and future impct of activities of other 
participants in thcee markets. It arranges for Salvadoran purticipation in 
trade fairs and expositions, citacts U. S. and other tuyers, and assists in 
negotiations between Salvadoran producers and foreign buyers. Division staff 
have to date identified specific export markets for moe than $1.5Ck m4114'i%" 4m 

agricultural ccmoities that could be produced in El Salvador, thus setting 
the targets for researdh, deueliquet, teftiolgy transfer and project 
protion efforts. 

Although the Mhrksting division has successfully promtd the two joint 
veitures rated earlier, and ontinues its joint-venture efforts, it has not 
yet desiigned a strategy for cystotic prmtion of treign investmnt in 
Salvadoran agribusims. In view of the importance of such iuvin 1, t to the 
tecnology transfer process, this constitutes a serioux probles which is 
addressed by this 1nnt. 

Thearketing division continues to adess transportation problem. It 
inadequacy of tranptation facilities and their o I 'tant osts continue 
as nrlting constraints. 7fly will remin so unztil the volum of agriculture 
exprt reades a sufficilt level to indue transport omunes to Provide 
re tlr and eon--ml services from the Pacific Cmst ports and for 
apporiate overland routes. The Mission has provided signicant support 
through its infrastructure projects and local currecy Program to mintain the 
internal transportation newrk. Other donors such as the Japanuse and the 
Germians are exining the ports, and will possibly initiate projects to 
strwnthe and expmd theme facilities. In the mentime, DIV M and 
ooperating agencims have assisted in inkng arrangimts which satisfy 

albeit ismperfectly - the current transport needs and for establishnt of 
stable, long-term facilities. In cjunction with th Export Diversificatial 
and Investit Pr o ion Program (PRIEC) of FUSWADS, DWVAGM participates in 
the KCP-sn scred transrtation program of the *Private Entities Federation 
of Central Amsricm and Panama" (FEDUCAP), in the Council for Users of &Vact 
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Taqtatifl, and it provides tranpot related assistance and information 
to a newly for' I association of melon growers, DIV M is assisting growers 

in negotiating with land and mritim shippers to mintain deperdable and 
leat cost arrangemnts for an increasing volumes of exocts channeled through 
Guatmala and Mexico. It is now negotiating with Dl Monte to expand its 
container services for trans-shipping through Guatemala and has completed 
arrangements with a mjor melon buyer to accept deliveries at Tapadcula, 
Mxico, thus reducing the risk of trans-Mixico haulage. 

In keeping with a long term strategy to develop substantial markets an the 
wist coast of the U.S., DIVAM has persuaded Oiiquita Branids to have one of 

its ships call at the caJutla Port to take on cantaloupe and seedless 
with intensive marketing onwatermelon. DIVAG expects such service, coupled 


the West Coast to give rise to regularly sad-uled service.
 

t (FAD) activities respond to market possibilities.Pesearch and Develp 
are presently czrrying and comercialThree experimntal stations out varietal 

The MD division has copleted o ercialproduction tests on 25 procts. 
testing, which yields production nct data, on 15 products. This information 
is provided directly to producers and to technical assistance team for use in 

pka tion efforts and to establish cost parameters for xe projects. An an 
example, DIVWM fuCN- the develmt of a higher yielding 1,riety of baby 
onr approximtely 200 hectares will be pvodu cmercially for export this 

year. 

The I&D division also cotracts out research on plant diseases. lepminding to 
devastation of a cbcer crop *me production DIVA=) has pronmal, it 
contracted specialists from the University of California at Riverside, who 

virus and rec eded masures foridentified the cause as an aphid-bocn 
prevention of new tbreak. P nt trials have ocnfirmed the diagnosis, and 

c er production has remmid. 

ntrol program far all projectsThisRLD division has established a pesticide 
assisted by DIVAMO and utilizes its experimental stations for training of 

private sector fars, aricltural stsents and me recently mers of 
agrarian reform cs. In preparation f" a mjor effort to prmote 
mriculture, the division now utilizes short-term shrimp advisors to assist 

present producers and has issued an O for a long-tern institutional contract 

with qualified shrimp =nmltantsy the selection process is currently underway. 

As the mber of M*Acts entering the remarch and deveomet stream has 
incresd, rewzose and facilitien have beom strained. The division is 

worodng to full capacity, yet ae remains to be done. 

es invesnt in the production and processing ofThe Project division pro 
The division publicizes newnon-traditicnl agricultural export pro&-cts. 

and assists potntial investors inotunities, carries t seminars, 
preparing business plans. Since hguyst, 1988, the division has assisted in 

the dr.iin of four projects: am was fudzd nder the Wter Managemnt Project 

by FXDMC, the laxding unit of PUSAE. 'flu remining three have 1een 
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financed by the orcial banking system. An iportant and binficial 
consequene of this activity in the srt-tem has been the linkages 
established betwen DrIVGM and the c ercial banking sector. DIVAGRO's 
tednical advice has achieved a high level of credibility with the banks. 
The emerging collaboration with c ercial banks bodes well for the long-term 
sustainah-; iity of DIVAGM's program. 

In addition to its project design work, the unit makes tecnical evaluations 
of loan applications on belf of FIDEC and mmnitars implemntaticn of 
projects that are financed by FIDEX. At present, 27 loans to 18 comanies 
are being moitored under the Wter Managemet Project and this already heavy 
workload is expected to doile over the next several years. 'he division's 
staff also serves as the main interface with potential or actual loan 
applicants, arranging for marketing or production assistance on their 
behalf. Currently, DIV provides tecinical assistance under ost-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 processors and are partially subsidized by 

DXVA=. The agents provide tecmical assistance to primary suppliers and 
aitor their growing and handling practices. Others, employed directly by 
FUSADE5, provide similar services to 256 growers who are carrying cut field 
trial.@ or rxrwrnal prv-ticn-

The field agents program has been successful in that the recipient farrs 
he adopted the technology and are sucessfully selling to processors. Tis 
approach has enabled processors to ezte contracts to a wide range of 
grows, ntably uneperieried cooperatives. Currently, the Whter Management 
Project finances the field extension agents, since they primrily work with 
irrigation-related projects. Hwer, giv the mxoses of the program, the 
Agribusiness Project will =CPOrate the edsting r4P, and 3d their 
rnubwa over the rmmiander of the project. 

Pa DIV=Y 's teciacal assistance rm -km have eqrxW there as been a 
direct imact on the tell being of moll farmers and oooprative Mmers. At 
present, 19 oq eativee with a total mership of 4,306 families are 
receiving mist e frcm DIVA= or on of its ooerating techical 
assistance deUvary agencies. Azther expansion of assistame to coope and 
mell famers is clled for in DIV='s ok plan for 1989. Techical 
assistance tor cop investet in agriculture and aquculture will be 
provided to suport aeleration of the Agrarian mlefomFinanie Project. 

FIL has not disbured awV of the $10.0 million credit c nt under the 
Agribuiness Die1peIt Project. PUBA attributes the delay to a 
ombination of factors, which will be only tupxarily oeratives less than 
a year has elapsed since the credit CPs were Wt? loan applications received 
dzing this period were eligible for lending undar the Wktor Mabmgmnt 
Project and 8.0 million we apoved for funding froi that credit line the 
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high liquidity of the comercial banking system, during this period, provided 
potential borrowers with mre attractive credit alternatives, and many 
Salvadoran businesman announced their intent to delay investments until 
after the now governmnt assm power in June 1989. However, p EADES also 

icurred with SAID obeervations regarding the lack of credit movemowt, i.e. 
excessively conservative banking practices and limited pr- - inal efforts by
FieMC had reduced the effective pool of borr s. 

Changes in FIDED policy and practices have bew made to bring them more in 
line with acceptable develoental lending criteria. FIDC now has agreed to 
broaden eligibility requirits while tightening project analyses and 
establishing me agile processing pro ure. The lending unit will place 
awe emphasis on aquaculture, where demand for develoimt lending has been 
ignored by other lenders. FIDCC has received authorization to utilize a 
limited amount of grant funds To i tto take equity poeitions. npl-these
 
changes and to accelerate the lending process, FIM has emloyed an
 
additional e periened banker.
 

7h1 new esqasis on projdct protion, the reduction in comrcial bank 
liquidity and the likelihood of now goverrital policies favorable to 
private enterprise are expected to lead to accelerated lending. 
)Oproximately $5.0 million in nw loan aplications are currently being 

III. ProJect edmnt Description 

A. Rlationahip to the Country Devlo iant Strategy 

7he amended Project form directly Wth thi thrart of the Mission's 
apoved ( . Our program u will be directed primarily at the 
country's 250,000 sall farm families. Our assistance will be geared to help 
these growrs increase their in ms by diversifying their production regime 
through the addition of export ommodities to their traditional crz ng. 

The reognized that diversificati via zui-traditional agricultural 
dwemlp t in El Sivaldor is as risky an it is necessary. The CDSS 
identified technological -. utraint as Vey obstacles to targetting the 
non-traditional sector. 'flh ,5 Project will unWertake the strategy of 
assisting processing and marketing firm to oercs technological 
oatstraints anrd link these agribusinees with mall farme and ooperative 
prouc s. Althogh the ultimata target is the sal farmers, the 
Project will use agisirus inwstocs and copratives as imlep n-t-rs. In 
accordance with the CM, the 1u Project will solidify linkages with 
ot ongoing Mission projects, which ades agrarian reform production 

ustraints, theb making them efforts owe efficient and -re 
productive. DIVA=, throg the impiiters, will pas on tednical 
assistanc, technlogy adages, ad market information to small farmers who 
will plant off-season, high-value crap for sale and export. The intensive 
farming techniques will benefit upwrds of 11,000 smll farmers and create 
additional asloyment opprtunities for rural laborers, thereby fostering 
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equity with economic growth. The benefits deriving from these gribusinesses 
are expected to multiply quickly as growing xrt sales increase the demand 
for raw product. This will genrate loyennt in processing and exand 
opportunities for small farmers to supply production in aordance with the 
principles of the C(6S. 

The amee Project, in addition, will have a significant impact on wen in 
acodance with CDSS objectives. The increasing ties with ooeratives will 
enable muh greater female participation, sinca in ums cooperatives, wcmM 
Fae constitute upwards of 300 of the mebership. The expansion and 
growth of the processing industries will provide greater employment 
ortuniti for rural wmen, since females c titute the majority labor 

force in these plants. 

The ameded Project su~pmrts the CS by recognizing that agribusinesses are 
innovators and diffusers of technlogy. It utilize thos Who have vested 
interests in assred quantities and qulities of market production to 
transfer technology that will incease the intensity with which the mall 
farmer uses his land and labor. With now markets and tedical assistance 
provided by the processors and marketers of non-traditional agricultural 
ezpxts, susistence farmers can fully utilize their land and family labor 
reources and earn iportant nw cash incomes. In this manner, the Project 
will provide io qortunities to those otherwise unable to invest in 
risky ventures. 

B. hticnale 

Th omercial, ociamic, technical aiadministrative assupti ns 
underlying the original project design have been validated. 7he basis for 
expansion and intensification of DIVA='s activities is now established and 
prceises to have major impacts on rao-triticrnl production aid export
sales. Dommtrated effective dmad Salvadoran agricultural products 
exees present uply capcitiev and the is evide from potential buyers 
that the U.S. and 11urean markets can readily absorb incrintal supplies 
from IM Salvador in quantities wall beyod levels anticipated in the original 
roject. The eperimental output of DIVA= aid the irecial production of 

faruers and processors indicate that El Salvador can produce competitively. 
The nation's underutilized agricultural infrastructure aid lab , and its 

i progressive miemit practices, provide a resurce bas and 
comprative advantage upon whica su production can be expanded. As 
mentioned earlier, due to initial results adieved by melon and vegetable 
gro s and prmcmc s, both private aid cooperative laid ow s are 
in asingly willing to enter into production. Mw ncn-traditional 
agricultural eVxt at-sector is now re iz as having major 
developntal potential. Mw practicality of pursuing that poential is 
ackaobedged by both the private sector and the OW. 

DWAM has been i utrumtal in bringing about such recognition. Its 
damstrated successful wcrk with processors and 9sars and the value of the 
research and developmet efforts have made DIVAGM the mit effective export 
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promotion and assistance entity in the country. Initially hostile to the 
1PW)D=, governmnt agencies have increasingly availed theisves of its 
facilities. Now the Central merv* Bank has entered into formal relations 
with F SADES in promting and financing non-traditional agriculture exports on 
the agrarian reform oocperatives. Dr1V='s experimmintal stations are 
utilized for training agricultural stuents and peronnel Of ooeratives. 
DIVAGO'u annual plan for CY-1989 includes the provision of direct project 
development and technical assistanc& to agrarian reform peratives. T 
AID-funded PY's - Tedinoserve (519-0312) and the National Coopsrative 
Business Association (519-0353) - also draw on DrIVM marketing and R&D 
ervices in supprt of thir ow. prootional and technical assistance services 

to the coops. 

With the inauguration of the nly-elected governmt, ooo eration between 
PUBA1E and public-sector agencies is increasing. The Mission believes that 
the raw goverrmnt will institute policy refor-- in respect to foreign 
e rates, e tp:ttax and the financial structure, and will initiate 
and imploint program to footer the growth of no-traditional agriculture. 

A noted earlier, export oportunities for Salvadoran non-traditional 
agriculture products are far beyond current production capabilities. 
Production constraints rw mainly impede the desired aceleration in foreign 
sales. Although marketing. efforts will continue mabated, they mst place 
greater emphasis on inducements to foreign investment in agrib siness. Such 
inestmnt with its oncomittant transfer of teonolo y will directly 
contribute to the productive c pacity of El Salvador. Whereas at earlier 
stages of developent of ran-traditional agriculture, potential foreign buyers 
and J 'c1twr wre tu4rtandably reluctant to cmmit themselves to a 
Salvadoran exposue, now the comtry is being rec gnized as a stable and 
growing supply source to the U.S. food products industry and U.S. firm have 
oessed now interest in establishing facilities here. 

Nven with substantial foreign investmet, it is clea that local 
Fames/processor will continue to provide the mjor su c of new 
production. Their micoestul response to the oportumities presented ($150 
million identified) in ezx markets will require a mive project 

elomt effort, bid simpliW greatly expanded technlogy transfer 
ofrts. The inclusim of agmrian rorma cooperatives within the client pool 
of DIVAGiM ou- up yro&3ctim possibilities on the mt fertile lAnd of the 
oowty, aa *lU as amtncing production coetuntie for fmale-owned and 
opated farm. The amps already hav acoss to about $60 million in credit 
unde the Agrarian Reform Finance Project and from other subetantial credit 
lims of the Central Bu*. Therefore, transfer of tochulogy is the major 
reuirin-- for activating nk-traditional crop prouction by the coops. 

Succesful penetration of the U.S. food market requires that Salvadoran 
products met standards iosed by oon= r tastes and by governmnt safety 
regulation. In racet yers, increasing concernm over introducing bth 
-tic pests and plvhibited agro-uical. residues have mused the U.S. 

goerrinit to tighten regulation and inspection of imported foodstuffs. 
alvadoran products have not yet ben detained an residue violations, due 

partly to the positive 4 act of DIVAM's pesticide ontrol program amongst 



agricultural eprters. ower, with the planed growth of exports 
etimulated by this Project, eo of thes products my fail to meet the rw 
U.S. standards. Penalties an be severe, including automatic blanket 
detention of all produce from a violating origin (i.e. from in cent, as well 
as guilty, exprters) and heavy fines. To protect the aceptability of 
produce from El Salvador, and in the abse of a public Salvadoran quality 
assurance lab, efforts mast be made to provide now export producers with 
technial assistance to meet the wee rigorous U.S. iport insp ctions. A 
reacnized and effective quality assurance program will be required as a key 
marketing instrument. Ttu transfer of tedhnologies to institute and maintain 
a national quality assrane program is now essential to the sucess of the 
agricultural export effort. 

Due to the greater number of potential exrts identified relative to those 
planned in the original project desig, and the exanded research and testing 
performed by DIVAGO, the funding for iminternce of DIV AG' basic program 
would expire about six months prior to the currently-sduduled PAM in 1992. 
Provision for ontinuation and expansion of the program must be made in order 
to continue and enrhance required functions through 1994. By that time, 
DIVAM cn be expect ed to have made a major imact on exort production, and 
the in stream from the two agricultural credit Lines would fumd selected 
services. 

C. Goal and Purpose 

The 9=1 of this Project in to inreme emloynt and foeign exharge 
earnings. The purpose is to increase the production and eport of 
non-traditional agriaultural products. These remin urg~mvod from the 
original Project Paper. This amnment will add and direct resources for 
tedhnology transfer and oerational suport to enhac attairnmt of the goal 
and purpoe no addition to the credit au-'. o at is proposed. This 
a d t will also extend the P to Sept 30, 1994. 

D. Connt Description 

Oni, lt ssistanc to m-Ttaditional, kpart Oiemied gricuilture. 

Two elimnts a&%* up this coamts taedriol/tadu'ological assistance 
and credit assistance. A notd, this amnmat will rt adjust zo provide 
incremtal fud to the credit line. &=,'A the credit line be drawn down 
prior to the FRM, the Mission will cosider providing incrmental funding or 
will amist 1WC in ctaining funds fro other sourcs. 

a. Mw Todmical and Project Protion Ativities 

A noed earlier, eqnnsion w aeoleration of ted'u~logy develowit and 
transfer are critical to timely exloitation of EL Salvador's comptitive 
position. Three no progrm, and! the strengthening of several current 
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DIVO program, will enhece the tedhnology transfer desma necessary for 
the attaiet of DrVAM's production target of $61 million annually in 

mntrwaitional crops by 1994. 

The first is the establishmnt and operation of a quality assrance program 
(QhP), modeled in pert, on the sucessfuil FUndaci6n Chile progrm. Ma GAP 

will link public and private sector initiatives for integrated pest management 
(IPM) within the ontext of MES regulatory policy. Backed by the analytical 
capability of a new laboratory, DIV= will provide technical assistance, 
extension educational activities, and training in dmomil-use wnitoring and 
product insection to gradually isose the necessary discipline on exprt 
growers and processors who need to coply with sanitary requirits and 
grading standards of impoting countries. 

TO the private sector, quality assunce begins with soil and water testing of 
croplands for potential ezprt production, to deterine the fertilizer and 
irrigation requirements and a pesticide plan using EPA-eFV.1 
agrichemicals. I-a aazed Project will integrate DIVG's present pesticide 
ontrol program into the Quality Assuance Program. By training a network of 
agromists - directly and thzoug the "Field Agents" and CUISA cooperative
 

tedbnical assistance progrim- DIVG oni transfer now cultivation 
tednology based on biocontrol, pest mnaage-nt based on pest arveillance and 
carefilly-tim A and harvest decisions based onimucal application, 

to avoid chemical residues. The agronmistsre - m'ed withdrawal periods 
will becm "certified inseCtszs" in a field swping program designed to (a) 
Wide farmers in controlling pests and diseases and (b) assist packers in 

meting quality grades and t t pacing and labeling requir ts. Th GAP 
will include testing for pesticide residuals during on-fatm, in-plant awa 
pre-ehipit inspections. 1o food processors ktde products need 
micrbiological analyses, the ORP will provide advice in ugrading personnel 
and facilities of existing Salvadoran laboratories. 

2au a maintains an acptable registration and nnitcring system for 
agridmical fmuilatioe at the distributor level and a quarantine system for 

fresh food imports. Hver, inspection of a for insect, disease, 
duemical, and bacterial contamiatiors is very l ted. In order to involve 

piblic regulatory ags -ies in the ort quality assaance proc s, DIVA 
will extend infomtion on the ever-danging overm status of agrichemicals, 

their appeoed uses and toleranc lwels. Upper-level 005 tefnlcal 
persounl will be trained, as approriate, in such arMs as s19e taking, 

pest and disease identification, anddchical registry, re od keeping, pla* 
inspection skili. ammical resiue, soil, an mwter testing will be offered 

to regulatory entities desiring to c=.ract for these lab services. 

'fl uality Asssrae Proam will require establising and equipping a 
labatory to be mauged by DIV 's I rketing division. Study of existing 
Salvadoran laboratories, both private and public, did not uncover any one that 
oould offer the required testing, efficiently, on a ontract basis. The 
largest, at C (the piblic R+D materpart of DIvJM ), suffers froa 

dtsrwitive la disputes, a cippling requisition system for perishable lab 
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reagents, a different "research" fcus, and badly deteriorated facilities. 
The others have very narro cagabilities and imndates. The CAP budget 
includes $552,000 to build and equip a now lab, plus $1.2 million in supplies 
over the next five years. Slaries for top la oratory staff, cometent to 
train others in-country, will met about $800,000 over the next five years, 
offset only in pat by the projected $500,000 in testing fees. 

A permanent technical advisor will guide QAP policy. With solid exerience in 
L5Zk/APHIS and FAO procedures and in dealings with Central mrican regulatory 
agencies, he/she will assist the GM0 in updating plant protection 
legislation, and in training hew leaders in 14 and quarantine tecniques. 
Another 60 man--iths will be contracted on an interaittant basis through 
either a PASA with LEM/OCID or M anda of t mierstaning with EPA, FrA, 
and/or other US agencies, as required. This outside tachnical assistance is 
budgeted at $1.2 million total over the net five years. 

The ORP will also require an agreen between the Ministry of Ariculture, 
R)SAM, and the appropriate US goverment agencies, in order to secure the 
services of an on-site tW instructor/irupector vd FrA certification for the 
new lab. The egreement will include details on the roles and respsibilities 
of each institution in the prows. The private and public sector linkages 
created will be crucial to the success of this activity, since ultimte 
responsibility for quality ontrol, including enforcmnt actions, lies with 
the r.-ove ut. Hff er, the DIVA= quality co=trol program will be the 
catalyst and the standard from Which the Salvadoran gcvej t can improve its 
prooodurs in this area. 

The second new activity is the establishment of an aquaculture experimental 
station. The $2.1 million budget covers five years of oparatiou. DIV 
intends to utilize its aciumiltural exrimnt station to test and cost 
various shrim growing techniques and to disseminate the appropriate 
tedhnologiss to actual and pflatial producers. The disparities in growing 
cnditions along the Salvadoran coasts aid the rapid dhanges in technology and 
o.' - tant produtivity requires careful and knowledgeable development of 
eich nw productive arm. 'hf station will also be utilized to orient and 
train entzaprerers, managers and wrkers in hutdery and pond operationa. 
Participation in mc training will be required of all loan applicants and 
thir proosed saf, ut will also be offered to all shrimp gr s. 2h 
station, cnisting of tw 1wtare of ponds and a wll hatchery, will be 
operated by a fiur-person tea of contracted aquaculturists who will also 
provide direct tecdnicl assistanc to DIVAGW's clients. 

In addition to ahrip mriculture the station will carry out, in its own or 
coperating facilities, experiments in the production of freshater prawns, 
red fish, other selected saltwater finfish, and oysters. DIVA anticipates 
that the station can provide extension services to develop between 5,000 to 
10,000 hectares of aqpaciltural production units ranging from large 
sam-intiive pm-As to moll highly intensive pnds, operated bym ll 
holders. Theme plans are predicated on the results of stdies carried out by 
M International and by Tropical iseardi Associates. 
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The third activity, the institutionalization of a systm tic foreig 
invetmnt pr-ion program, will require the establishent of an extensive 
netwok of highly experiened and knowledgable agribusiness personnel who 
evaluate the changing needs of U.S. agribusirmss firmn and Wto have acess to 
the decision mkers within thoee firm. The personnel will be expected to 
present El Salvador as an alternate site for growing and processing of 
agricultural products which are encountering met or agro ic prole= in the 
U.S. or elsewhee. These individuals will have possession of Salvadoran 
production :t data as a protion tool, and will be able to arrange 
technical assistance and to assist in the structuring of attractive financing 
through FIDEK or the banking system. 7he personnel will represent DIVAR in 
generating interest in investmt and in ceating o1iticno for its 
realization. 

DrVA has proposed that selected personnel be 4 Periodically within 

the U.S. to carry cut the pt ion efforts. 'lse individuals will respond 
to an overall strategy which they will help to devise. They will also carry 
out specific pr-tion activities based upon the analysis of defined 
subsectors of the U.S. agribusiness coJnity. DIVA has contacted so 
U.S. tedhical assistance mrces as potential sliers of these services. 
one such PVO is the International Executive Service Orps, wtdch currently has 
oe than 3,000 retired agricultural executives and specialists on its 
volunteer rosters. The ready availability of these highly qualified and 
experienced volnmteers could mke the I= a highly effective pt inal 
vehicle and coua over m the Prohibitively high cst of ounting the 
intensive and professional invelet pr ion consign re needed by El 
Salvador. 

b. kansion of Existing Activities 

In addition to the three ow pr am, DIV 0 will intensify and/or 
areexpand the ont ix research and technical assistance activities which 

de essential for timely expemion of n-traditional export production. 
market search activities have, as noted earlier, greatly expanded the lists of 
In Salvador's potential pWAt lines. Te. research and tecwhnicsl assistance 

efforts wili fous on anticipating and resolving production prCbl=M for the 
identified o aities and transfering proct ion technologies to Salvadoran 
grams. As varietal and a cial test are 0ducted, Products will be 
selected on the basis of value end the degree of Cetitivemsi for 
prioritized protion. 

2w cirgnizatinaul and physical infrastructure of the research program is now 
aet WIets. A ow eperiintal station to be located in San b.igul will 
be used primrily as a demnstration and training center in that isolated area 
go Fals u have bn unable to participate previously in DIVA='s 
program. The three existing stations are fully funtioning and, suplemwited 
by on-farm testing sites, will be able to acoelerate varietal and coercial 
testing progragm. The on-arm testing sites will, for the mst pert, be 
located on agrarian reform ceratives, thus enabi DIVR= to train CoOp 
agers in agr mic praction as a prelude to their am inercial poduction 
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of the tested o dity. 1 an-site testing will also spport the invstwnt 
pcrmotion efforts of IV7's Project division by establishing production 
capacities pn which processors 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 research entities to 
support or complement DIVAGW's in-house research. Crop protection, e.g. 
disease and pest control researdh, was initiated earlier by the University of 
California at Riverside and will continue. Additical assistance will be 
ontracted with universities which have special expertise in tropical plant 

pathology and entology. Similary, contractual assistance will be obtained 
from external agencies which have special expertise in production of selected 
crcu under tropical conditios. CIAT of Colmia, Zamorano in Honduras and 
the University of Florida are being ocnsidered as resource cnters, 
respectively, for production of legmes, asparagus and tropical tree fruits. 

A now research initiative sup ting an attempt to penetrate European markets 
is being structured as a result of cntacts with a major Dutch seed prcoucer 
and food importer, Bejo Zaden. Mere previously D17WM had assisted 
individual processors in producing for perceived niches in the iropean 
market, i.6. harico vert beans, Bejo Zaden offered its assistance in 
responding to the rvii mrket prtunities which it anticipates will result 
frca reduced farm subsidies and from Spain's full entry into the EC. The 
cmey iz ict- its ,=. -usiness strategies on those dowelI 4.s 
Anticipating sharp upmard increases in the csts of Eropean vegetables from 
1992 onward, the Copny has offered technical assistance in the adaptation of 
European vegetable seeds and for their use in developing a supply source in 
Central America. The Compny will provide technical personnel at no ocet to 
DIVA=, which will utilize its experimntal plots and other sites to carry 
out varietal and cmercial tests. 

Delivery system for training and extension will be mdified to aco ate the 

epended clientele Tr, including private-sector antreprunzs whoe 
interest in r~n-traditicnal prodwxtion has been etted by d ristrated 
advances of DIV , and the Agrarian Bfors cceratives Which, through an 
agreemsnt with the Central eserve Bk*, will now receive project-related 
assistance from DIVA=. Tehnical assistance will inoporate, in ost 
cse, orientation and training at exparimetal stations follod by 
proiction and harvesting assistance at farm site. T- activities 

implmeted under the Water Manemnt Project (principally irrigated 

agriculture and the field agents prgram) will continue within this effort. 

In this activity, DIVGO will undertake a special effort to increase the 
muber of female benficiaries uner the Project. DIVAGM will develop 

pemental plans to identify femle beneficiaries and implmnt strategies 
to strengthen proion, tecnical assistance and extension efforts geared 
tomrds wmen. Part of this effort will cnsist of using existing and 
identifying now mechanio to assist in the prction and transfer processes, 

e.g., previously identified Mission projects. The technical assistance, 
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training and extension efforts will consider and incxporate strategies to 
obviate any cultural cnstraints to te-le participation. This approach will 
foster exrded oppr -. ities and increased participation in agricultural 
diversification and - .raditional exports for womm. 

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

Cmnt 2: Institutional Su rt 

The funds provided under this PAmwmnt will -9dinue to support the 
strengthening of the institutional capabilities of DIV, as wall as sm 

' central FUSADES administrative functions. DIV will ctonue in its 
managerial role covering project implaintation responsibilities. Its 
Marketing, RLD and Projects divisions will inplement the tedhnlogy transfer 
activities. The Marketing division will add a now subdivision that will 
inlesnt the Quality Assurance Program. Tt Ammnt funding will cover 
saies, rent, office supplies, offioe furniture, publications and general 
overhead osts to facilitate the nmw and expanded activities under the Project. 

As part of the institutional strengthening approach, DIVM) has received 
authority from the F BAEES' Board of Directors to ctract for personnel 
services and gds using the central procedures approved by AID. DI , 
through its administrative division, has used this authority well. The 
Admin.t re-iva (i,,ision '-il utilize the funding under this Aani t to... 
continue its ontracting functions to provide the additional staff, technical 
assistanc, training, equipment and mpplies for the activities performd by 
the other divisions. ray contracted capital expenditures for the amndmnt 
will be the building and equipping of the quality assurance program lab, the 
equipping of the aquaclture experimental station, and replacement of s 
drip irrigation eqipmt and vehicles. Any otract over $100,000 requires 
prior AID aroval. 

Due to the Quality Asmance Program, the full-tim staff of DIVA wijl 
increase from its premst level of 28 sloyise to 34 eloyees. Short-term 
and mdium-torm todidcal asistanc will play an important role for 
initiating the new activities. Eperts will train permnent DIV= staff to 
asume control over all facets of a given activity. This on-the-job training 
approacd, suplmlted with additional internal and external training 
opportunitim, has served DIV well in building in-hous expertis and in 
eacing oveall mnagement performance for ongoing activities. 

Given the multiple tasks perAred by DIVGO, a staff of 34 will be 
remarkably mall. In cmrison to the 400 professionals at (EM a 
governent agency with similar resnsibilitie to traditional agricultural 
sectors, DIVV appars lean and higly cost-effective. 
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As an additional indicator of the level of institutional strengthening, the 
Mission expects DV~tCW (through FLEADS) to asume a greater share of its 
operational support and technical assistanice costs as the Project proceeds. 
Interest earnings from the loan portfolio, testing fees by the ORP laboratory,
local and foreign sales for the field stations and other revenue generating 
activities will provide the financing to cover the increasing share of these 
expenses. 

1. Ed 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 and generation of 6,000 perscn/years of eploymnt; and that FPSADS 

hld enhanced e su export-orientedhave its ability to pro and t 
agribusiness.
 

The export projections, in light of advances made to date and the perspectives 
derived from the expanded technical assistance program proposed herein, can be 
revised upward. DIVAGM projects that its programs will contribute by 1992 to 
annual non-traditiorml azricultural export sales of $29.0 million, with the 
side benefit of anothar *4.5 million saved through iport suetitution. By 
the end of 1994, the Project's momntum would generate $49.0 million annually
in foreign exchange (plus another $12.0 million saved by import 
substitution). Eloymnt generation would then total 12,600 jobs (fulltime
equivalents) on 23,300 hectares. Important production and eploy..n. 
increases will continue to register after the PA. 

IV. COST ErIMATE AND FIDNCIAL PLAN 

A. Financial Plan and Analysis 

This Project, as asoed, will total *44.0 million, of which *33.0 million 
(75%) will be AID grant-fwded fro the Agriculture and Rzal Development 
appr iation acaomt. A estimted $11.0 million in locl currency 
equivalent and in-kind contrbutiaw will be me by E WDU and participating 
beneficiary groups. AID funds are obligated through a Cooperative remnt 
with F5ADE. The life of proje is seven years, beginning in F! 87 and 
ending in FY 94. 'u &my Financial Plan is show below. Ane 2 cocitains 
an annual disbursemnt schedule for AID's contribution by activity for the 
next five fiscal yvers, reflecting costs of the rm activities mntioned in 
the amed Project desoiption. 
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Aloction of New msodtent Fands to 0327 tR$-O00 

mito Am o1. y. 

T/A + Studies 3,100 1,000 4,100
Training 1,700 700 2,400
Credit Program -0- -0- -0-
Operating Support 6,500 2,500 9,000
Building + Equipment 900 100 1,000
Evaluations 100 -0- 100 
Catingency 700 -0- 700 
TrJML 13,000 4,300 17,300 

Smiry Amended Finarcial Plan ($000) 

AM* ITW Copating
PX W AM Oontry Ttal 

CoMpoent I 
Assistance to 
WE Projects


TA & Studies 4,000 1,963 5,963 2,000 7,963
Training 1,700 637 2,337 900 3,237
Cedit Line 3 000 7,000 10000 4 500 14,500 

Csponen t II
 
Institutional
 
aurt
 

Oerating 9up 4,50 6,950 11,450 3,500 14,950

Bldg +ipent 6W0 1,400 2,000 
 100 2,100 

EvlAdFv 10 220 400 -0- 400
Oatingency 300 550 850 -0-85 
aftowa TM 9,120 1, I 1,00 

Tm 14, 20 18,720 33,000 11,000 44,000 

* Allotion of fwh beemn foreign emduunV ard 'cal currecy is an 
estiute. The division of funds between the to currencies my be adjusted
duing ixl =tatcn to meet financing need as they arise. 

bb funds will be add urder this amix!et to the creit program, whid 
remains at *14.5 million c 33% of total Project osts. Using $10.0 illion
of AM grant funds, the program will finance eort-oriented agribusinesses 
am supliers in foreign and/or loc currecy. Foreign amrncy portions of
1sns will be used to finance foreign po mt c ,ts,while locl currecy 
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portions will finance local proCeLwit and working capital osts. The 
amouts are unhanged, but the Mission has insisted, and FWAM has accepted, 
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 
invest FEADES equity in highly-developtal projects that need additional 
capital.
 

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

Aproximtely $14.9 million (49.0million under this Amndment), or 34% of 
total project costs, will fund operating support. This level reflects 
expansion in various technical activities undertaken by DIMVR3 staff, 
particularly relating to export quality assurance (of which $2.5 million is 
operating support) and aquaculture ($1.3 million). This operating suport 
assumes FUSADES financing a greater share of these costs as the project 
progresses. 

The building and equipment line itm incorporates fInawcing for the FUSAC 
central office building under Anwlent No. 3 to the Agrement. The proposed 
mndmnt to the Project Paper will add $ 1.0 million, of which *900,000 are 

AID fds: $552,100 in equipment and space for the quality assura.-e 
labratory, $231,000 of infrastructu:re for an aquaculture experimental 
station, and $116,900 in vehicle and equip e t replacement. 

The Project has programed two major evaluations and five financial revie at 
a cost of $400,000. The project also provides $850,000 for contingency 
funding. This amount is relatively wall, since s slack has been built 
into the other line itms. In additon, future interest earnings from both 
agricultural credit linee (0303 and 0327) coul.d er unforeseen costs. 

B. Assesment of Methods of Imlentation and Financing 

The methoas of iaslpmLntaton and financing for this grant, as established in 
the original Project Paper, rmin valid and in place for activities under 
this amdnmnt. Thummry table of these ethods include, 
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Inputs !upinitation Finanhcing 

T and Studies E PSC & small H Periodic advances 
ontract with firms with direct reimrment 

Training READES rakes direct 
arrangwts 

Periodic advance with 
direct reimbursement 

COarating Support LES contracts, pro-
cures & makes arrange-

Periodic advance with 
direct reimrsement 

mnts directly 

Building & Equipment FUSADES contracts, pro- Periodic advance with 
cures & makes arrange- direct reimusement 
ments directly 

Evaluations & U D cotracts evaluations Direct payment 
Financial Ravies F!SADES contracts audits Periodic advance with 

direct reimbursemnt 

otingency 

Credit Program 	 Trust greenmnt FX loans Periodic advance with 
Cbrcial Acct LC loans direct reibursnt 

C. poct an lourrent Costs and Project Sustainability 

Ta sustainability of DIVAM besynd the PA.M will be conditioned by three 
factorsy its level of activitiee, the ontainmnt of activity oets and its 
level of inc. Funds provided by this amendmnt will in the uhot run 
evnd DIV 's activity levels, and thmA enable the unit to address and 
resolve a back-log of urgent tecbnology transfer oncerns within the Project's 
tim fram. As the back-log is eliminated residual activities are expected to 
be msbtantially reduced. Having t all of its ajor capital and start-up 
osts during the life of the project, bture costs will primarily be incurred 
fo ore cperations. 

Oatainment of thee operating osts will be difficult in view of continuing 
inflation. By increasing the user-ost of its services, DIVMG could 
omnsate fr inflationary pressures. Mtreover, the attaiet of high 
levels of competn e by DIVM's perm nrt staff will greatly :educe the need 
for external omultants, whid will be a jor cost item as the backlog of 
problm are dessed. The mnint thus permits DIVG to carry out 
critical and urgent develomt tasks, create a knowledgeable and profitable 
,nx-traditional agricultural sb-sector, and poeitions it to maintain 
essetial services in the future. 

Thet mkes a major contribution to increasing DIV ' revenue 
base. Of twelve inao -generating possibiLities evaluated by external 
consultants and FMM staff, three are considered as significant ino 
generators over the next five years, and eaich of these will be awaced by the 
a-m5,-nt. 
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Ito first consists of interest earnings frm the Water Management and the 
Agribusiness Development Project loan coaponents. The potential annual 
interest paymnt3 available to DIVWGR0 will range between $1.2 million to $1.6 
million, as the credit portfolio develop over the next five years. These 
projected amounts are net of a full share of FIDE overhead coots, net of 
expensed bad debt, and net of a $300,000/annu contribution to central 
FSADES' overhead. Thenature, level and risk elm ts of the Agricultural 
Portfolio will be dira-tly influenced by activities Oropse under this 
amenent. The intensified and accelerated RLD and techical assistance 
efforts are expected to provide FIDX with a greatly increased project 
pipeline, leading to rapid attaiment of an optim portfolio level and 
concomitantly inproved revenue flow. Althogh such variables as bad debt 
levels and local currency devaluation cannot be predicted accurately, we 
should expect at least $6.0 million of interest LimJ available to suprt 
DIVA from the two agricultural credit lines over the next five years to the 
new PACD of September 1994. 

The secord source of inoe is produce grown on the four experintal 
stations, incidental to the ccmercial field trials, on 45 hectares 
nultiple-croped under cXip irrigation. Such sales are projected to yield 
$168,000 per annum or $840,000 total over the next five years. The third 
souce, fees for chemical analysis and quality certifications dtained under 
the Quality Assurance Program are expected to produce about $500,000 over the 
next five years. 

Minor revenues are earnd by fees charged to participants at senars and 
shot courses. Other options within DIVMGW's present capabilities are being 
pirsued, such as sales of tech cml information and hybrid seeds, and fees for 
feasibility studies and contracted teclioal assistance. However, thes are 
hih-cost operations and will not generate big margins. To these prcential 
inflows my be added additional revenue from specific undertakingr., on behalf 
of the WO, if, as has ben propoed, m asects of government-supplied 
agricultural assistance are privatized. A detailed sddule of anticipated 
income to DPVA thouigh 1994 qRaru at the an of Anx: 2. 

Thes revemnus together offer a sibstantial incom base for cotinuation of 
DIVAGO's programs at a redimd but aignificant level. After the PACD in 
Septeder, 1994, potentlal i from identified so~es oould fund about 90% 
of essential care services. Based on a synthesis of three studies from 
DIowvent Associates nd Dveloent Alternatives cmissioned by the 
Mission durir the plat 12 sonths, and including recent discussions with 
FUSA' ma ina t, snaI reywsws of $1.6 million can be projected against 
the $1.8 illion oontinuing buget for a mdified program of non-traditional 
agricultural export tacdulogy prtion,adaptive RND, and extension. 

A suggested mrs" program would include only to field stations, the Quality 
Assurance Program without the outside technioal assistance, about half the 
current Projects division effort, present levels of smnars, marketing 
info m tion services, and the "field agents" program. At least a me-third 
reduction in present staff levels walA ocor. By slowly increaing 
ont-sharing rquir ents for recipients froa 35% to 75%, $100,000 of DIV 
resources coild leverage prds of $400,000 in technical assistance. After 
the PACD, the aquacultural research station, two of the horticultural field
 



-26

stations, and the U.S. investo proration programs wil be twminated. They 
will have produced the desired results and/or different mdacmijms will be 
established for their funding. 

A -poet-Project" DIVAM might ilude (TE*-000 per annm): 

ouality Assurance 500.0
 
Outside technical assistance 100.0
 
Seminars and courses 120.0
 
2 Field stations, dew plots 200.0
 
Field agents program 40.0 

Subtotal Program Expenses _3W 

Salaries + benefits 500.0
 
Equipment replacement 40.0
 
Employee travel 40.0
 
Publicity + protion 25.0
 

Omin 250.0
0/H + services 
Subtotal Operating Expenses $ 849 

Total poet-Project DIVA budget $ 1,815,000 for owe services. 

V. MUMM I L WWAINN PLN 

A. Imple tation Responsibilities and Administrative Arrangements 

The $13.0 million Amendment to the authorized 120.0 million grant will be 
obligated by means of amiendmnts to the existing 0cpeative Agreement with 
READM. Throagh 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, DIVAM's rxni-credit 
(i.e. technology transfer) activities could continue into FY 1991. This 
Amment 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 Ft 90 or 
91 agreemnt am ts, subject to the availability of funds and Project 
requiremnts. 

1. Cwodination and IMkrment. of Project Im tation 

Tm strategy enunciated in the original Project Paper remains in force. 
The DIV departmn will take the leadership role in project 
inlmantation. Its Z'ultting, R.D, and Proj-ts divisions will implm t the 
tedhnoogy transfer activities under the PI t. The CP will necessitate 
the creation of a rw sidivision within the Marketing division to iMle t 
those activities. MM will take the lead role in analyzing credit 
application and monitoring the loan program coordinating clowaly with 
DIVGRO. FUSADES central will provide s rq=otto project activities win 
neoessary. The Mission will ountnue to monitor activities in a maner that 
suprts FEAS'indspendene and reinforces attainment of Project objectives. 
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2. Implemntation Plans 

Mw requiremnt that DrVP4 suLit specific, anal 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 
procuremets, estimated timetables, estimated funding reqjirements and 
personnel levels of effort. !aoently submitted, amended work plans indicate 
that initial activities under the quality assurance, the aquaculture station, 
and foreign investor protion program will cmence in late 1989 through 
late 1990. 

3. Aplication of PD-IS (Bumpers Amndmnt) to Project Implemtation 

The Mission and FSNUAS have established meaniudi, as outlined in the 
original Project Paper, to inme against violation of PD-iS. Thmse include: 
(a) the cooperative agreement cotains a provision prohibiting AID-financed 
assistance to an enterprise that conflicts with PD-lI (b) the lending 
criteria approved by the Mission includes an eligibility restriction 
precluding AID-financed inputs financing any activity that conflicts with 
P0,-i51 (c) any project which shows plans to export to a third country is 
eamined by DIVAGRO as ,'o the crop in question, the potential importing 
country, the volume, the marketing season and the volume of U.S. exports to 
that mrket to determine possible conflictl and (d) loans of over $500,000 
are approved by the Mission. 

B. Procoremnt Plan 

The procurment strategies and approaes, outlined in the original 
Project Paper, for technical assistance/studies, training, PSADES 
institutional support and evaluations, audits and financial review rmins in 
force. The Aministrative division of DIVNW has authority to contract 
technical assistance, training, sipenit and supplies directly using 
M-approved procuret procedures. Upon signature of the amened agreement, 

DIV will initiate contract action to expan central staff to met the 
expanded needs of the tecology transfer activities. DIV= will then ove 
to contract the techical assistance to aid in the planning and implementing 
of new and expaned activities. It has already started the pocess to hire 
shrimp experts for the gamcflture program. In the short-term, and with the 
assistance of the tecmical experts, DIVAM will procure the el ts 
necessary to wilertake the Omlity Assurance Program. This will require the 
purchase or onstruction of a building to hoise the laboratory equipmt as a 
first step. 7he tecnical eerts will have to delineate crefully 
specifiotions for the lab equilmut. Site preparation and activities for the 
aquaiculture station will start in the ner term since the techdioal experts 
should arrive no later tiun Septqe. Tho new foreign invtmit prmotion 
nebcrk will ctract liaison personnel or volunteers in the U.S. over the 
next six to 12 mths. DIVA00 will ctract sm field agents in the near 
term to pplemont existing poitions. Prior to the ompletion of the Whter 
Imngit Projent in Agust 1990, DIVGM will eniure that the rmining 
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field agents are ner coitract. Infrastructure for the new dwmistration 
site at San Miguel is being installed now. The procurn ts for the other 
continuing activities will continue in accordance with the approved action
plans.-

Specific procarement plans ace suk-ittod as part of the annual work plans. As 
per Amandient 3 to the Project Agreement, the clients must pay directly a 
minimum of 25% for non-credit assistance. 

C. Schedule of Major Evcits for the PP Amwnunt 

August 1, 1989 Project Amendmmt Authoized 
hiXgut 20, 1989 (e ative Agreement Anwidmant Signed 
June, 1990 First Project Evaluation Completed 
Septater, 1992 S9-1 Project Evaluation Cpleted 
Septemer, 1994 Project Cpleted 

VI. MONITCRIM AND EVAU CN PLAN 

The Mission and PL5AD have implemented the planed moitoring 

responsibilities, as discussed in the original Project Paper. The first 
evaluation was sdhduled for March 1989. However, d , to slow start of the 
project, several external and internal studies, ard the recent evaluations of 
PUSAM operations, the Mission has decided to postpone the first evaluation 
until June 1990. This will arable iimplemtation of all elements of the 
project for a solid year. It is important to note that the studies of 

ctiv.ti=c =. = tho --- and the-evaluations of F[ADS' operations 
carried out over the last two years have cosistently show DIVA= as a 
wll-managed division. In a programtic sense, DIV has received praise 
for identifying mrkets, rosearhing and testing raw products and prooing 
now products to local investors. The evaluators have lauked DIVMRO's 
leadership for the administrative reorm undertaken, which have served to 
increase effeciancy and effectivenmes of their operations. DIVA= has 
received plaudits for its forward planning and managet by cbjecives 
tedhiques. The analyses havc noted ho DIVA=C has b an increasingly 
important actor in stiulating agricultural production, diverification and 
exports in El Salvdor. 7use studiies have recomm ed that AID cotinue to 
assist DrVGW?, given its position in the Salvadoran agriculture sector. 

The se planned evaluation will be pushed badc to Spter 1992. This 
will amble the Mission and PUMM to gain a fuller mehansion of the 
project impacts and to ex n 1w DIVA= is moing towards an operational 
level of self.-sufficieny. 

Thu Mission comleted the first stage of a planned assessmt relative to the 
operating proced r s used under the credit cm t in April 1989, leading 
FIOX to modify its landing criteria. Since the ombind Agribusiness and 
Industrial Stabilization (519-0287) approved-loan portfolio recently reached 
$4.65 million, the Mission is udertaking the seondx stage of the asseumnt 
with outside assistance in July of 1969. 
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Mw evaluation strategies and approcdws touched upon in the original Project
Paper remain valid. In addition, the evaluations will be sjplemeted withdata collection and analysis of the role and level of Participation of women
in this Project. The Project amrdmnt will have DIVA00 make a specialeffort to target faimal beneficiaries. The evaluations will examine how well
this effort has ben structred and i tat is its iupct. 7M evaluations willalso analyze the lives of female beneficiaries relative to income generation,
labor allocation, household expenditures, and access and ontrol of resources 
to the extent poesible. The evaluators will tap into other data resources
being developed within the Mission to assist in this proces, e.g., the land 
e and Ownership Study. As a result of eahd evaluation, the Mission will 

gaue the positive and negative amquences of the Project interventions, and
will seek to adjust the activities accordingly. 

VII. PW'r AM Rr ANALYSIS UPDiE 

A. Irntitutional Analysis 

The institutional analysis contained in the original Project Paper

generally remains valid. The following section m.~plemnts the original and
 
moifies any statements requiring changes.
 

NPUSADS ws, in 1985, selected as the st suitable agency to carry out a
maj:r agrioltural diversification program. The ocnditions and requirements
which led to its selection remain operative today. The program, involving
coordination and scheduling of omplex tasks, had to be initiated and
iapmented rapidly. Ih agency diarged wih th inplwA, tion muld have to
have or be able to muster a superior staff with a wide range of marketing,
production, protional, financial, administrative skills and organize thatstaff under highly skilled mnegmnt. FUrther, the agmy would have to be
credible and trusted by the agribusinss oanity %eeparticipation wouldbe essential to the success of the program. In addition, the agency would 
have to be and perceived to be apolitical while being capable of operating
within a politicall-charged ambiance. 

b goermental agency was ap iatly mandated, bugeted, and staffed to
iurertake a diversification program predicated on the assumtions outlined

above. The dispersion of agricultural related responsibilities throughout
diverse public sector entities and the bureaucratic rigidities khdd
characterized towe agncif precluded the possibility of deeloping a
coordinated goverrmtal diversification program within any reasonable time 

BeyciI the institutional cinstraints, which by thmelves we sufficient to
eliminate govrt agenies from consideration as implentation agets, 
we equally sious policy and political constraints. h MW was
cmitted, at least notionally, to a food policy that phasized production of
basic grains, heavily preoccuied with land reform issues, and generally 
uuuy thetic to the traditional land owers and businsmn 4=s
participation would be essential to a succesful diversification program. 



-30-


Althogh relations betwn governmet and the agribusiness sector have 
improved dramatically since the inauguration of the nsw G on Jur 1, 1989, 
all other conditions whici lidSWAID to opt for a non-goverrital 
implemnting agency in 1985 are still operative. 

In reviewing private sector institutional alternatives, LVAID found no 
agricultural or agribusiness organization with adequate amership, staff or 
developmental comitments to readily undertake a major diversification 
effort. With the exception of the coffee growrs, who were coerned with 
their on problem, the agricultural associations did not have the required 
capabilities or stability. 

FUFAtES, an apolitical develo ntal foundation, had demonstrated an ability 
to attract and retain excellent staff,and was dedicted to the reinvigoration 
of the private sector. Its board and membership represted important and 
respected m of the industrial, andaers financial and agricultural sectors, 
its msnagement was skillful and displaysd considerable political finesse. In 
short, it had unique organization attributes and characteristics which 
mixgested excellent potential for success, but it lacked, at that time, a 
mandate for developing an agricultural diversification program and the 
resources to carry it out. Upon its agreeient to inple Int the private sector 
co nent of the Agrarian Reform Sector Support Project (519-0265), it 
accepted that mandate and the concomitant resources, and established a 
separate unit, DIVA , to implement the project. The subequent performance 
of DIVAG0 has justified its selection as the ag-diversificotion implementing 
agency, and has established its competence to take on an expmnds work load. 
Project 519-0265-mot or exceei 'all of iLv outputs, am established realistic 
production and omity development ojectives Whic will drive DIVMR 
activities in mssent years, and it provided the substantive basis for the 
Agribusiness Develo t Proj3ct (519-0327). 

Tlh unit also undertook full responsibility for the impl ntation of the 
private sector cponnt of the atmr anemet Project (519-0303) When it 
bewane apparent that O C. an association formed to inplemnt important 

elments of that project, was an unsuitable imlem1 ting agent. In the two 
years since DIVN assumd full isplmwtation r: oesibility for the 
project, it has set 80%of its LOP appcoved-lcan targets and 80%of its LDP 

&)ad processing plant targets. 

DIVA, as it &soudadditional isplemnetation res-ilbilities, adjusted 
its organizational structure to reflect defined functions and to integrate 

individual projects under a progrmtic udella. As it bas wturs! in the 
last Year, DIVAMD's organizational structure and its activity priorities 
clearly reflect a cmitmnt to manmgement by cbjectives. While DIVAGM still 
st objectives and donloes work plans for their attairnnt and has 
responibility tor implmentation of programotic elmnts, as a result of an 
overall reorganization of 1SADES, final oordination responsibilities amog 

F D' departasnts are vested in the Chief Ehecutive of RZADE. In the 

organization, lening of the credit funds provided under the Mate Management 
project m transferred to FMCC. a unit that already exoercissd 
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respnsibility for other F!SADES credit program. Tehnwical review of ln 
aplications which were to be fmid from the Water maaemet Project and 
from the Agribusiness Project remains the responsibility of DIV M, as does 
the responsibility for monitoring apoved loans. Credit decisions, howver, 
coeunder the pwrview of the FIDMC Credit Committee. 

PRE, a unit charged with marketing responsibilities for the 
indstrialization program of 1USADES, ae given responsibility for 
agricultural marketing of now or proposed products. However, the agricultural 
marketing responsibility within PRIDE{ proved to have few positive results, 
due to the unique requirements of export agriculture and to the need to 
integrate marketing to the design of all other planning and operational 
activities of DIVAG. Therefore, the marketing responsibility has shifted 
back to DV3RO. 

The rationale for these functional reallocations stem from PUSAS' desire to 
utilize fully the specialized skills of its various divisions, to eliminate 
duplication of skill requirements and to engage all appropriate units under a 
peogramatic configuration rather than to administer r number of projects as 
discrete and independent activities. Additionally, it expects to achieve 
greater uniformity in the procedures and onditions affecting the 
implemntation of its diverse program. 

DIVMRN is now able to concentrate its efforts on three elemants of the 
diversification effort for whidh it is preeminently qualifieds (a) the 
development and pr :ion of new eqxotable agricultural ommodities, (b) the 
pcomotion of new investmt for production and pocessing of non-traditional 
crope, and, (c) provision of tednicial assistance to producers and processors. 

DIVAG has adjusted its orgenizational structure to reflect its now role and 
to intensify and accelerate th research and production develom nt 
reponsibilities for ktich it is now responsible. It is compoed of fbur 
deprtats, Ad.istration, mueting, Researc and Developmnt, and 
Projects. 

The Mainistrative Division, staffed by five persons is charged with personnel 
mnagement, purdasing. bApgting and internal reporting. 

Te Mrketing Division, with ftw pcotesionals and t. seetaries, identifies 
specific markets and the onxlitions for succeesful particiiation in thes 
mrkents, develps a d reports market informtion on currently-exported 
commoities, ad evaluates the present and future impact of other market 
participants. Its Miam rqresentative contacts U.S. and other foreign 
bulyers, and assists in negotiations between them and Salvadoran producers. 
The marketing division pcomtes foreign investmnts and sets overall aport 
targets for DIV . 

The Research and Develpnt Division, staffed by 10 parsn, is dharged with 
selection and developmnt of omodity varieties ifidh can be cetitively 
produced in El Salvador. Eperiinital and omrcial test planting are 
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carried out in three test sites, located in different climatic rna. These 
were initially managed entirely by onsultant personnel, but DIVA= staff is 
gradually assuming direct mnagemmt responsibility of the sites. Short-term 
consultants are utilized extensively. An Israeli team, funded by 
A.I.D./Washington, has bee integrated into the RLD effort, to provide 
technical assistance for ane demostration of drip irrigation. 

The Projects Division, staffed by s.en, is charged with proting investment 
in the production and processing of ro-traditional products. When RED can 
validate the feasibility of competitively producing a no agricultural product 
in E1 Salvador, the Proj-cts Divisior. puhlicizas the r.= oportunities, 
carries out seminars, assists potentail investors in preparation of business 
plans, and carries out tecnical evaluations of loan applications. 

All four present divisions of DIVAD are staffed by eetionally 
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 tho quality assurance program will emulate the 
evolution of the other DIVA= offices. The initial organizational plans of 
this unit followed accepted management practices. 

The Project Amwvmemt adds six men under the Marketi!g division dv.ged with 
inplementing the Quality Ass rance Program. Given FUSAWS demmsrated 
ability to integrate rw functions in an efficient manner, as wall as 
DIVMRIO's excellent mnagement recods, the adition of this function and 
staff will rt adversely affect the project administration. 

The personnel, program and organizational structure of DIV wre evaluated 
by Doeve t Assciates Inc. Its tea concluded that maragmet systons met 
aceptable interrtional standards and that DIVA= is well positioned by 
virtue of its experience and professional cetwas to take on an expanded 
role in developing diversified agriculture. 

larding FULADS, the Rutgers University PID of Mard, 198B rioted that 
"FUAEAS omtitutes the only wailable pad from which to launch a mjcr 
effort on non-traditional exports....Progra mnagment in 1SES is of high 
qualityl and the private businees ominections of the Folunation mtch nicely 
with the requirments of nuk-traditional export expansion." 

B. Technical Aalysis UTate 

The technical analysis contained in the original project paper is 
oUVl t with the ftowing discussion. 

1. anc.wtica and Proedues 

Ito assistanc effrts of DIV O are designed to dess in varying 
drees the six requirments for development of export-oriented agriculture: 
access to markets, production tecnolgy, quality cito , adequate transport, 
apr opriate financing, and the creation of an amiece in hibid buinss can 
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effectively function. The rquirem ts are interrelated and my be adressed 
through various me anisms and activities. 

DIVMGo, through cotractual seduniin, institutional networks and private 
sector relationships, maintains a continning market search and evaluation 
system. The system serves to identify (a) markets for products which can be 
reasioably expected to be ser ed competitively from El Salvadoran souces, (b) 
specific buyers and distribution channels within thoee mawkets, and (c) the 
oprative exogenous factors which my affect the Salvadan c titive 
positions in those markets. The qualitative and seasonal requirements of each 
market are evaluated, as wall am the performance of preset suppliers to those 
markets. Trhs, DIVMA is able to determine whether Saloran axpo ts can 
penetrate and maintain competitive positions in thom marMts. 

The marketing exercise gives rise to the selection of pr--ucticn research. If 
the potentially marketable ommodity is currently produced in the country, its 
suitability for meeting export quality is determined. If it is inapropriate, 
research is undertaken to establish a standard variety of the commodity which 
will Wet export market requirments. If the ommodity is not currently being 
produced, now varieties are introduced, grown and te~ited. Varietal testing is 
carried out by DIVAR's Paseardi and Development Division at three research 
sites. A fourth agricultural experimntal station and one aquacultural 
station will be addd under this amin t. Althoug mst varietal testing 
has been initiated as a result of DIV's internal selection process, 
increasingly, private c nies have requested special testing programs.
Proct.-sors, potential producers, agricultural schools and gverrmet agencies 
are ippraised of results and prospects. When varietal tests are successful, 
comercial-sized plantings are made and harvested, data is collected on 
agronoic tediqus, oets and yields. This is ompiled and analyzed for use 
btential producers and bcoms a major predicate of subsut business 

Frequently, comrcial plantir, are tested under irrigation through 
assistance from the Whter ftnment Project or the A.I.D./Wshington-wided 
Israeli irrigation project. 

Prom the tim that omercial crop testing starts, DIV 'sproject office 
initiates a pr-1xion ceqpain to interest potential prduoiers in growing the 
product. At that tim, the apoiate marketing, production and transot 
data are bought together to enble a potential prodicer to elaborate a 
business plan with which to stport his am investmnt decision and to secure 
credit from the agricultural credit lines of USADU or through the commrcial 
banking system. Iipropiate technical assistance for preparation of a 
business plan and for initiation of production is provided by DIVA=R. The 
growr is also, as appropiate, given assistance for expanding his mrkets, 
negotiating transport arrat for o mplyig with im t regulations 
in the market area. 

Over the past two yeas, DIV= has provided technical assistance to 
processors in both processing tedumlogy and production tedhnology. It has 
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provided sport to the process for extenling field pro&ction tednology 
to their uaipPliOrs. M=, it has established a nascent tacnical assistance 
delivery systes that can be expanded. T- system has been sucssful in 
extending tehnlogy and market discipline to the suppliers k-o, with 
increasing frequency, are beneficiaries of land reform Lmm. 

DIWvR2 maintains informal relations with government agawies whoe 
operational mandates imact on its diversification activities. It has 
rP--ftly evaluated the laws and regulations which affect shrimp mariculture 
and is proposing changes in administrative proceduzes. Odile relationships 
with the agencies have been tenuous and intermitent, useful exchanges are 
increasing in frequency. Marketing data and technical inormiation are now 
regularly shared with government agencies, and goverrment personnel regularly 
attend DIV= seminars and workso. DisIcusions with the transition team 
of the nsw GOES administration pressage a period of dh closer collaboration. 

Thare is little question that the DIV method of assisting in 
diversification is theoretically sound and practiced with t own. It is 
respected by the private sector, which generally view the division as 
responsive to its needs and as a so ce of valuable informtion. The recently 
ocapleted independent evaluation cncludes that ODIV strategies, operating 
procedures and cbjectives do not require c. .. 0. 

Within the shot time span of its existence, DrVAP has In instrumental in 
brzinging 460 hectares of land uer drip-irrigated pro&otin, in the 
ostruction or expansion of fooz processing plants, and ende1ring a 
pipeline of loan applications 1hat are expected to exnaust the Wter. 
Managemt line of credit .ithin another year. Pr bably, a third of the 
available credit fuds of the Agribusiness Project will be comitted in the 
sam tim period. Perhaps of greater imprtance, DI'JO has created 
efficient technicl procass to effect major accmlisimets in the years 
ahead. 

2. Progra. and Activity S&Aidul" 

?marting informition and reaarch data have led DIMVR wlmgmalt to 
amclude that selectd products within four major commdity groupings can be 
prouced o petitively in EL halv s (1) aquaculture, (2) fruits and 
vegetables. (3) flowrn, and (4) spices and colorants. In so sesd, the 
fsasibility of oqIitive pcoduction has been reasinably establishadt in 
othes, additioml reseezrch and develownt will be required. 

a. m cialiation 

DIXP 's Project Division is preparing to assist in the exPsion of 
inercial proicytion of such com ditis as: freshwater prawns, saltwater 
shrimp, melons, latherleaf fern, tropical cut floers, loofah, cashew nuts, 
anian, tomatoes, and dora. In met cass, the oercialization efforts will 
be a owitinuation of prctional progra, tedmical assistance and lending 
progrms already initiated. Hoever, od r-odction of shrimp will be a 
major now initiative. 
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With osultant assistance, DIVMA has rem tly completed a Master Plan for 
shrimp mriculture. 'Ith first phase of the shrimp plan calls for development 
of approximately 1,000 hectares of shrimp producing ponds by 1992, along with 
establishment of at least c.u hatchary, training of a cadre of shrimp 
technologists and growers, and fuller analysis of potential sites throughout
 
the coastal regions. 'hes. activities are expected to establish the basis for
 
a take-off of the industry. In the seco phase, DrVAG will assist in 
developing an additional 4,000 hectares of shrimp ponds. It is currently
 
reviewing responses to an RFP for consultant services to assist in
 
implemnting the plan. 

Seminars and workshop on the teclogy and ecoroics of shrimp mariculture 

are currently being offered to potential investors, gverxiut officials, and 
the banking community. DIVMR-contracted technical assistance has assisted 
in the improvement of the approximately 200 hectares of shrimp ponds that are 
currently cerating and assisted in improving the techology aid business 

lans of six firms that may apply for shrimp production loans totalling about 
.0million. It has provided intensive technical assistance to an existing 

fresh water shrimp hatchery and to one ommercial grow-out facility. These
 
activities have created rerwed investr interest 1- production, while 

establishing a standard tech: logy for dissemination to thoee investors 
through the technical assistant,, process. 

The expansion of the okra production is predicated on excellent market demand 
for l...1 p r-s '-.-rtrs.Provisions of the Wbt= anagement Project 
now permit lending fc furrow irrigation, the only appropriate system for 
okra. This will enable DIV= to assist growrs in design of appropriate 
systms and in preparation of loan applications. DIVM ' promotional 
efforts will take advantage of now imroved varieties vhich have been tested 
by the ILD division. 

Tbemto production is expected to supply both loc l and export markets. 
Processors are reportedly prepared to buy tomatoes for canning. Technical 
production problem have been resolved and DIVAGW's efforts will be largely 
praioional, coupled with financial assistance from rIMe. 

Production and e t sales of cut flamers and colcrant have expanded slowly 
but steadily and DIV expects tkat future growth will c primarily from 
expansion of present growing facilities and sifvcntractig arragemnts 
between present pro u s and neighboring, smll landholders. Techical 
assistance ard mrketing for the smll.h.ldws will be provided by the present 
producs. DIVA= will ctine to make intermitent specialized technical 

assistance available, maintain a market seard program, and assist in 

preparation of loan applications. Lack of adequate water supply in the 

outain areas, which are suitable for flower and colcrant production, 
currently constrains growth of these sub-sectors. DIVAGM is working with 
approiate overrommt agencies to ceate ater i-M"APts in those aree a. 

Ciis are presently protmd in IM Salvador under relatively primitive 

technology. DIrVA has intesated a nutw of investors in dwvelcging now 
production groves, whici will sply a odern operative processing Plant 
that receives DrVA marketing guidance. 
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omercialization activities for 1990 omard will be conditioned by the 
results of the RkD wk described below. Itis anticipated that the following
products now in the last stages of comnercial testing will be reedy for 
aommercialization in 19901 Jalape&o peppers, string beans, baby corn, 
seedless watermelons, cucumber, onions bell1 pers and carrots. 

7he Research and Developme t Division initiated trials with haricot vert beans 
and Ja1apeo peppers at the request of local processor. who anticipate 
excellent market reception for these commodities in Europe and the U.S. The 
processors will carry out processing tests as the production trials proceed. 

DIVARM has successfully produced a now variety of baby cn that yields 
approximately 400% higher than previously-used varieties. The RLD Division
 
will conduct aomrcial plot trials in -!neraticci with two local processors, 
and about 200 hectares will be planted this year. 

Trials of seedless watermelons were initiated in 1989, with the assistance of 
a California producer, and bo containerload ware exported. About 100 
hectares are planned l.r the 1989-90 seasm. 

Cucumber planting have been subjectai to damaging viral infections. DIVAGO, 
with the assistance of kR)AP-provided technicians, has established a 
dpnable viral-control teduiique. The comrcialization of this product 
will proceed in 1989-1990. 

Asparagus production will be initiated through a three-year production testing 
period followed by a longer period of co cialization. Lao-term production 
and proossing omsultants will be ontracted to assist this effort. 

Ilearch and D!velopent activities sceduled for the period 1990-1991 include 
production trials for Oyster and Frogs. 'Thes have been identified by 
aricultural consultants as potmntially profitable product lines for El 

Salvador. iedfish trials will be conducted with the assistance of a Louisiana 
producer wWhas expressed a willirnss to invest in proiction facilities. 
Striped Bss production in freshater domists will also be investigated 
and tested during this period. 

DIVNO plane to expmimert, in conjunction with 1o1 processors, in 
proluction of miniature cr bsby" vegetables for the gourmet ex t market. 
arry production will also be explored, along with other products identified 

by the market search medanism. 

C. Social Analysis U;Ldate 

The social analyeis contained in the original project paper rmins valid 
for the purposes of this 1m1 -t. 
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In wiary, the study of the sociocultural cotext, within which this Project 
oprates in El Salvador, found no substantive obstacles to its 
implementation. Intensive. non-traditional agriculture and processing plants 
have operated successfully for so= tim and have expanded under the 
implemntation of the ongoing Projectl thus additions can be made with 
apropriate training and on-site instrutions. 

Increased profits from agriculture and wages for the jo generated are 
anticipated to help improve the living ooitions of ma' rural families. The 
direct beneficiaries were identified as the agriculture and aquaculture
producers, related business activity groupe and farm owies/cperatrs. These 
groups include a substantial portion of wm. Increased profits are forecast 
for all beneficiaries. Workers on the fa-re, and in the processing and 
transportation groups will benefit directly frcm the Project. The principal 
labor force of the proressing plants consists of wman, whose emloymnt 
oppxotunities will increase as a result of this Project. Many indirect 
beneficiaries includes families of producers and employees, sbopkeepers, and 
service providers. An increase in foreign exchange earnings will bring 
benefits to the overall eonomy and thus to a wide spectrum of the population. 

Samples of all the beneficiary grous ad s involven t in the design of 
the Project and this amendent. Intensive interviem and scra exchanges of 
ideas were conducted with the aeopriate DIVAG divisions and PJSADES' 
general administration. Aribusinesimn, professiorls working with local 
conslting firm, association, era and ofticers, govenom, offiials, 
bankers, and U m of chamers of c rce were given an tunity to make 
suggestions. Information ws gathered from thoee sam groupe and from 
gveret institutions, agrarian refrcm copsatives, small farmers, and from 
universities. 

Prcbable impacts were ascribed to both the direct and indirect beneficiariesi 
'the social analysis, in conjumction with the economic analysis, suggested an 
overall ratio of swen indirect beneficiaries (family mers, indirect job) 
to one direct beneficiary for the Project. Important ecomic benefits are 
anticipated for the agrarian reform ocm ratives that enter into contracts 
with the agribusinesses; similar benefits are expected for mal farmers. 
Impact differentials will be viewed in soe parts of the =n*ry, especially 
tboee that still ezperience terrorist violence investment oannot be expected 
to flow to thre ares as rapidly as to seoe areas. 

The is of relieving the high umploy t has already been intoned. 
1oe are an im tant part of the processing and farm 1 a force and should 
benefit substantially from theme activities. As a result of the civil 
conflict, wn have increasingly become owes and cperatcrs of small farm. 
There is sotimes a perception held by many in Salvadoran society, including 
w thuemelves, regarding omn's limited capabilities to produce 
nmi-traditional agricultural crops. he amended Project will attept to 
akess this issue by taking special measures to proot the program, increase 
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technical assistance and expend outreach through various mdaniZ to 
stimulate female participation in agricultural diversification activities and 
to enjoy the b efits of the program. Careful monitoring is used to assure 
that the Project activities reach as mny persons as possible. 

Overall, the scial soundness analysis discovered no serious obstacles to the 
implementation of the Project. On the contrary, it is well within the 
country's sociocultural context. Substantial numbers of direct and indirect 
beneficiaries will participate, and the impacts on them are positive: both 
ecomic and social. Some variation in potential imact is perceived for 
areas with security problems. The Project amendment can be reonmmended on the 
mrits of the assessment of the sociocultural benefits to the direct 
participants and useful izom increases to those in the indirept categories. 
The Project should th s contribute to the eventual stabilization of the 
aountry. 

D. Evirosmntal Analysis tdate 

aThe Initial Ehvirosmetal Examination prpared for the PID recomended 
negative determination based on the finding that this Project was not a major 
action which would have a significant iMct on the human enviroment. 
Therefore, an Evirorital Assesst was not required. 

existed regardingIn the interim, evidene has emerged that serious problems 
the misuse, overuse and unsafe handling of pesticides within the general El 

context. In 1988, a study tea from the Ccnscori=u -*: InternationalSalva 
Crop Protection (CICP) issued an envirormantal assesment of peast management 
practices and pesticide use in El Salvador. Although the team did not specify 
any problem with the Agribusiness Develoet Project, they indicated that 

existed to initiate integrated pest management (IR4)several opportunities 
tedniqus and to reduce the use of unafe dwiicals, given the export 
easis of the project. 

T2w CICP study put forth five mjor rec dations to impove the general IR4 
avirorunt in EL Salvador. Tis roedations covered the following 
onc ,ptst distribution an les t~cic daicalsi (2)(1) demnstration of 

and crdit policies to make it easier to promotealtering fcreign exchnge 
training for Salvadoran bank officersalternative methods of post ontroli (3) 

regarding alternativ* pest central tedvKnlogiest (4) research and development 
to particularof alternatives and options fo IR4 techologies geared 

recipients Whether non-traditional exporters or mall farmerst and (5) 
astraining in safe pesticide use and alternative pest management te niques 

part of every agricultural project in El Salvador. 

Although the Mission has not formlly approved the CICP enviromental
 
asessmt, several, of the reomations listed above are already being
 

ressed under the Agribusiness Develo nt Project and will be enlwned
 
nt. o example, DrVG, has initiatedthrough ilmventation of this aim 

ontrol program and utilizes field trials on its experimntala pesticide 
farm to train privat&-ecto farms, cop s ers and agricultural students 
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in biooontrol and safe usage of agridumicals. Along with their own research, 
DrVA has cotracted and will expand contract relatiazuhipm with U.S. 
universities and international institutions to examine alternative IFM 
technologies. Te Mission will encourage DIVMR to develo linkages with the 
no FW-42 RRW Project. Any =edit analysis approvale by FIDEC are 
integrally dependent on the technical analysis of each commdity development 
project. The technical analysis delves into the types and uses of pesticides, 
as well as safety equipment required for proper handling. Ttl planned Quality 
Assurance Program will ensure Salvadoran procts -et imparting country 
cheical standards, iplying the use of less tctic psticldes. 

The actions taken and planned by DIV= indiate that its staff and the 
institution have internalized the importance of IR4 and pesticide use 
actrol. Governmental institutions and cercial banks have watched the 
progress of the DIVERO program and have linkages to the tedizology transfer 
cmnts. Although this project mn not alter the actions of the 
institutions rnot ur its purview, the emles displayed by DIVA will 
have a better chanoe of being adopted by the governmt and the banks, and 
will set the framework for future efforts with thee institutions. 

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

E. E ic Analysis U;>date 

A explained in the wi section of the Project Pape, the Project 
A t seeks to tanca El Salvador's welth and deveSot1t by 
contributing to the expenion of efficient internationally oaetitive 
agricultural nontraditional activities. 9.%h activities will provide a basis 
for higher real GDP groth, greater needed foreign exchange earnings, and 
higer labor inmes vhid raise the standards of living of low irgme 
population groups. Ib achieve sc objectives, the project ameniment provides 
reeouces for pccting tadtolgical innovation and taz fer that will 
benf it the grors of nontraditionsl export crop and other entrepreneurs of 
rotraditional prxtive ictivities. The present eono ic analysis section 
asssse whether the Project nimant is justified frm an eonomic 
perspective and qumntifies m key poential eocrxmi impacts. 

Summry of cocluiUs 

The Project n mekes eoc suse and MAID/ZS slou.dA uartake it. 

Depu- ing an the assmtions, the Project M Ant eomuic internal 
ratee-of-retuz r--.g fm well above 50 percsnt to close to 15 percent under 

a worst came scenario, significantly exceed the gc/oh criticel returns to 

capital, and thus favorably compze with smz alternative uses for the capital 
reources involved. moreover, the Project Amilmet is likely to be an 

and bas positive and ctrong potentialefficient foreig exchare earne 
izpwts on MP, foreign exduqs, lo and farms' earnings, and eloyment. 
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To inmre that the Project Amendment achieves its cbjectives, it is essential 
that the technologies be extland to as many units of lands as possible in the 
early years of imlemntation, and that the reasonable yields used in the 
e mic analysis be secured. 

Mothodologicnl framework
 

The analysis uses the econcmic internal rate of return (EIRR) as the 
fundamental criterion for masuring the economic worthinss of a project.
Suh a rate makes the net present value of the incremntal flow of net 
econoic benefits equal to zero. To calolate the EI1R am must use eoncxlc 
prices, that is, prices which reflect the true mginal value of production
and the opportunity costs of resources. This involves adjusting financial or 
market prices when such prices do nt reflect the true value to the society of 
goods and resoinds. 

The present analysis masures Project Amendment imact, thus benefits and 
cts, on the basis of "with and without Project Amendmet" scenarios whidh 
show physical production, sales proceeds, and costs pertaining to the growth 
of specific crops. Specifically, Project Ameuit benefits are the 
difference in revenue product (physical production multiplied by sales price)
between the with and without Amuilment scenarios. The increase in revenue 
product for all land units (mnzanas a 0.7 hectare or 1.7 acre) that will 
directly benefit from the Project Aindmsnt is the inde of total groes 
benefits. Costs reflect the sm of production costs at the farm level for 
given nubers of mnzana, plus the Project Amndment reources applied to 
techological develeopmet and transfer activitia.
 

The timn horizws used in the analysis we 10 and 15 years. All prices and 
costs were kept constant at 1989 levels and are on a farate basis. The 
level of technology assume in this eoomic analysis is consistent with what 
can be easily transferred to sll far;mrs yields, costs, and profits per 
land unit are wall below resuts frosm advanced .. thos being tested by 
DIVA=. 

In any techmology dev aent or transfer project there is uncertainty 
reprding the tad€nlcgioal packag. that are to be sucssfully developed and 
transferred. Acrrdingly, our analysis adresed uncertainty in the following 
me. First, it illustrated the eov ic imct of cultivating specific crops 
onde possible by the ation of tecnological ackages in a first or baseline 
sowuwio. SecinS, it used sensitivity analysis to g ue how the economic 
worthiness of the Project Mmemnt would change under different as .mtions 
regarding the ast of swaznas successfully cultivated, crop yields, and 
tim horizon- Finally, the analysis bas built in comervative assumtions in 
order to err cc the @09I of prudence. 

onsiderin Project eVrie - to date, the technological packages would be 
applied to lands that have been fallow. wver, to provide a cumsrvative 
bias to the EIRR it was assumd that a traditional crop, cn, wvld be grown 
in the lands in the "without Project Amenoan" scnrio. For the "with 
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Project Amendment" scenario, brnafit and oset profiles or farm buets were 
developed for four spcific crops. Such budgets were consolidated into a 
omposite budget for a mel or prototypical manzana in which the ftz crops 
wold be grown. The assesmant of the project eaxaic wothiness and impact 
was based on the cmarism beten model manzana end corn manzana budgets 
assuming that both are extended to increasing number of mnzanas under 
alternative "with" and "without" Project Amid]mnt situations. 

The Project includes resorces to processors, padcrs, and exporters of 
non-traditiona1 agricultural products. Nonetheless, the analysis uses 
farmqate prices, and not the much higher FOS port pric that will most likely 
be paid to Salvadoran expoters. The use of farmgate prices for ezorts 
rather than FOB port prices biases the project amwzh t nut b f its 
downward, measuring economic returns only to farmers frcm growing the crop. 
This mthodloical approach results in lowmr consevative ElM. foreign 
exchange, and economic imct estlmtes. 

In the analysis the critical value for the g/- internal rate-of-return 
was set at 15 percet-i.e., a project would be deemed as wothwhile if it 
showed an ElM higher than 15 percent. 

Data sources
 

7hu mai sources of information regerding the farmt bud~gets wre records from 
the projact experimental plots, published price dat.. d Bano do Fmnto 
Aropecuario technicians. Estiates froAtUAID/ agricultural scialists 
oplemnted information frome uh sources. Information regarding the numer 
of land plots that coind be cultivated throh the Project amnimnt was 
provided by PUSADS/DIVG. 

Procedures 

Afte the basic data we collected and processed, the nut step us to 
develop the Um budgets for the cultivation of aweet p. u, green beans, 

onions, and cantaloupe. Cst structures of thee four crop are 
in EL Salvadorrepresentative of tbose targeted for are extr- Ie cultivation 

under the project A I- t (see tables 1 dthrg 4). Sch bugets were 

consolidated into a single compsite model mezmna budget Which shows 25 
parcent of the innima alloted for the growth of zai crop (table 5 ). 
Market pricee as actnlly paid or received by the fmrmarr were used at this 
stage. 7he anlysis with mdf prioe elude liot on hw the finmial 
inentive are to be attractive fo the Farmes. 

Mtw develqping the financial prices budget to the del mnzana, an 
analogou budget in eowamic prices ms prepared (table 6). To vch ed the 
foLlowing adjustmnts ere me a 

Pr unskilled labor. It wes for unskilled laor reflected the value of 
the irginal po of unskilled labor, the the wages ncessary to bid such 
kind of Ia would provide a masze of the value of the goods and services 
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that wind have been produced in other activities. Hbwer, as EL Salvador 
suffers from significant uderutilization of its unkilled labor, its society
does not really give up any goods or services by using otherwise unamploymd
labo in the productive activities the project makes possible. Acordingly 
wages paid overestimate the true opportunity cost of unskilled labor and a 
downward adjustment to those ges is necessary in order to reflect 
op tunity cost. Ir the analysis the opportunity coet of unskilled labor was 
taken as 85 percent or the ages paid to such workers. 

Fo foreign exchanige. As EL Salvador's currrency isovervalued, the 
official foreign exchange rate undervalues foreign exchange. This means that 
the incremental value derived from additional exports, and the incremental 
osets associated with additional imported inputs, are underestimated. 
Therefore, the foreign exdnge rate used to price exts and imports in 
colones was adjusted. In line with purchasing parity studies nsaore by
UAID/ES, the equilibrium real exchange rate for the colon is estimated at 
colones 9 w$ 1. Accordingly, the market prices of imrts and exports in 
colones at the official exchange rate of five colones to one do"a were 
adjusted upward by a factor of 1.8 (i.e., 9/5-1.8). An alternative scenario 
wms analyzed at a shadow rate of 6 colones. 

lbr tariffs and inparted inputs. Imorted inputs sch as fertilizers or 
seeds are subject to duties. As such charges are transfer payments to the 
ONS, they do not reflect a loss of resouces to the coutry. Accodingly,
they must be deducted from the colon price of the imports. As input prices 
are on a farmiate basis and includ port-to-far transortation and related 
expenses, the following stepe Ware mloye to arrive at an appropriate
conversion factor to obtain the e ,c prices for imported inputs. 

P1rt-to-fam transportation and related oxpens were substracted from the 
fazlate prices. This gave the colon cost of the item at the port of entry on 
an official exdange rate basis. 

A tariff darge, estimated at 10%of the irt price, was deducted from 
the port of entry price. 

After the tariff dhrge was de uted, the rinining value was onerted to 
econmic border price by udtiplying by the factor reflecting the foreign
exdicangs premium, 1.8, as previously wiplained. 

Tb nvert border pices to a fw--ate basis, the transportation and 
related exwses thalt bd been deducted wre added again. (See the footnotes 
to table 6 for a m detailed explanation of the morthodlogy used.) 

Finally, it is imrtant to note that, uner finarial analysis procedures, 
interest payments are treated a a costi in an economic analysis they are 
not. he reason f much treatams of interest in an ecoormic analysis is 
that interest is part of the return to capital that the eoncoic analysis 
masures. kcodingly, the cro budgets in eoc-n c prices do not show 
interest payments as a cost, nor have much payments been treated as a cost in 
the rate of return calculations. 
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Once the mdel anzana budget in eoinomic prices bad been estimated, analogous 
financial and econoic prices bdgets were estimted for the growth of corn, 
the alternative crop wit.ut the Project Amdment (tables 7 and 8). By 
comparing the respective model manzana budgets with the corn mnzamna budget, 
it was possible to determine the incrmntal net benefits per mnzana 
associated with the nontraditional cops. After mltiplying the incremntal 
net benefits per zunwia by the number of inzanas cultivated under the 
project, an estijate of unadjusted benefits for all manzanas was obtained 
(table 9). 

In the baseline analysis the number of mnzaras harvested in non-traditional 
export crops, thanks to the Project Amrmnt alone (excluding resources 
already comitted), was taken to start at 1,000 in the initial year, FY 1990, 
inceasing to 4,000 manzanas by 1992, and to 10,000 harvested per annm after 
1993. Actual number of innuas placed under irrigtion my be less, due to 
dble-croping for processing vegetables, such as green bean and pepper. 
These baseline numbers of mnzanas are more onservative than the estimates 
provided to USAID/ES by PSAS. 

Once the incremental brufits fo all the manzanas udor cultivation hy d been 
estimated, the oolon equivalent of the Project Amndmnt resources were 
subtracted to arrive at the flow of Project Ainilment net econoaic benefits. 
The econmic rate-cf-return was estimated on the basis of sud flow of not 
benefits. In the exarcise, the disursemnt of the Project Amdnt 
resources was assed to take pi1afe in the'first four years, rather than in 
five, in order to impart a onservative bias to the ElRR estimates. Naturally, 
for estimating the EIM the $13.0 utllin AID dollar caonnt of the Project 

Srescurces was priced at the exchange rate of 9 colones per dollar 
(table 9). 

The next step cosmisted in an.lyzing the sensitivity of the EIRR estimate to 
differing assumptions =Kmming yields, - Ier of miannas cultivated, shadow 
foreign exchang rate, and the tim horizon. Me alternative assuptions are 
presented on table 10 almg with the assuptions in the original scenario. 

Afto the Elm caculatiers, the 1sct of the Project P -nd t on foreign 
exchange rate generatic=, WP, factor inose, and employmnt was 
calculated. 7hme imacts we measured by owring the results urder the 
Project .n t with khtt "1d have happened n the sm lands without the 
Amendmt. 

To estimte the foreign emage impact -see table Il--the foreign exchange 
used to pay for inted inputs, as well as the foreign exchange comnts of 
the Project PeA L- resorces in the "with P rn xI" scenario were 
subtracted from the oreign exchnge proceeds frcs exports. The comarison 
with the foreign exchange earnings or oets in the cultivation of cn gave 
the incremnt in foreign exchange that cm be attributed to the Project 
amndst resurces. (Tlbe 1A, as wall as othe tables, present the detailed 
mthodologies followed. ) 
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Becuse in El Salvador increasing foreign exchange earning. or saving. is an 
important objective, it is useful to determine how fuch it coets to earn or 
save foreign exchange through the Project Amerdent. It is important to 
underline that it is not enough to earn or save foreign change by a given 
amunt through given activities, it is -ecessary to assess ether such 
earnings or savings occur efficiently. Such assesment was made possible 
through the calculation of the Project Amndnmnt domestic resource cost of 
earning and saving foreign exchange. The methodoloy Consisted in calculating 
the present value of the earnings and savings of foreign exchange and 
comparing it with the present value of the dstic resource coets of 
achieving those earnings and saving.. fls mthodology ard results are 
presented on table 12. 

7b mesure the Project Amemmnt's contribution to GDP, intermediate inputs 
were deducted from the value of production intended for dostic sales and for 
exports. The difference is value added or G. Such a difference or GD. is 
also equivalent to the sum of payments to labo, rents, interest payments, and 
profits. As informticn on such variables was collected or estimted from the 
farm budgets, by co ring with and without project aminent scenarios, it 
was possible to determine the impact made an those variables. The 
calculations are praserted on tables 13 through 15. 

Rsults and conclusions 

The first point to note is that, as can be sen by compring tables 5 and 7, 
the financial net benefits for the farmer are ubstantial. His gro&;salaz 
increase four-fold and net earnings ten-fold by switching manzanas from corn 
to now export crops. Acordingly, the financia incentives hould be powerful 
stimulants for the adoption of technologies that lead to the results s1XXM. 

As shoin on table 9, for the baseline scenario with 1,000 lanzanas cultivated 
in 1990 and rising to 10,000 mmrnas (7,000 hectares) by EOP, the original 
yield estiates (tables 1 to 4), and a time horizon of 10 years, the EIRR is 
84 percent. This result mugsts that the project is highly profitable for 
the society as a %oe. Lbder the sam assutions regarding yields and 
umber of nzawas cultivated, but with a tim horiw of 15 years, the EIIM 
rim very little to 85 percent (table 10). The IRR is very sensitive, 
hwver, to the k Pof aimni s cultivated and the yields. Other things
equal, if no mnzams are cltivated in the first year, the rate falls to 51 
percent. If, as is iat rw in in agricultural activities, bad a good year 
cros alternate, a year crop mening jst half of epected yields, and 
zero unas are cultivated an the first year, the EIM falls to 29 percent.
If, under dhat one my call a wst case scenario, yields are only one third 
of q cted levels ad no ezanm s are cultivated in the first year, the EIMR 
bos 12 percent. It should be noted that such so-called worst case 
sceario results could be used as a proxy for the overall results that would 
be obtained if the technlogical transfers fail. Another point is that, en 
using a abadw foreign exchange rate of 6 colone to a dollar, zignificantly 
below what the rate would be an a purchasing parity besis, the project Cs 
out as strongly worthl~ile with EIM of 67 and 30 percent for the baselin 
and most proble scoarice (table 10). 
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To implicstions are to be highliotted fro the above results. The first one 
is that, even une the worst cum scenario, the EIM rmmins at levels clooe 
to the go/o-go level of 15 percent, a result which reaffirms the conclusion 
that the Project is sound from an ""m Ic viewpoint. Secondly, as wold be 
expected, the returns are highly sensitive to both the pace at whicd the 
technological packages are transferred and inplemented in actual land 
cultivation, and to yields. This mans that in project imlentation a 
premium should be placed on those factors which deterum saooth and effective 
technological transfers, e.g.,acoqtance by farmers. 

Iflu Project A int w=1d have significant eort, MP, laor izoms, and 
eloyment impacts. During a 15-year time horizon the aemt Imact under 
this illustrative model o ild give rise to sm $194.0 milion of foreign 
exdange earnings and savings-assaing baseline yields and nber of mnzanas 
cultivated. As an average, se table 11, the yearly earnings of foreign 
edange woul amount to over $12.9 million or about 2 percent of the 
officially projected 1989 foreign exchange earnings fro eports of goods and 
equal to the dollar coet of the project awd t resoces ($13 million). 
fhe present value of the flow of Ibreign exchane earnings and savings 
througxout the 15-yea. tim loizn amounts to $42.0 million which comes close 
to 7 percent of 1989 exports of goods a d to three time the dollar investment 
in the project amen t. As sham on table 10, also the results for a 10 
year loizon would be sbstantial. 

The domestic resouce cost anllyss of table 12 shbow. that Vw Fzojoat 
Am mnt ro only results in sdImantive foreign exchnge earnings, but that 
the Amen nt activities ghneate foreign exchange in a very efficient way. 
1lo the baseline sceario the cost of generating a dolla is aroximtely 3.3 
colonesi if yields and ezts drop to 5(%of expected levels every other 
year, then the coet wal be 5.2 colones per dollar. Clearly, thn m 
onsiders that purchasing parity esimtes indicate that the real cost of 
generating foreign exchnge for the Salvador;an e=xy is approximtely 9 
colonas per do]lar, the project cs out as a vry efficient generator of 
foreign exzdunge.-

In ce-iooction with ontribution to GDP, table 14 oms that, tor 15 years and 
under the baseline scenario, the Project P I t wuld give rise to an 
average yearly inemet in GDP of 57 illion colones. This anmt is 
euivalent to clos to 2 percent of the 1969 agricultural GDP. Ml present 
value of the floa G M increments over the 15-year tim lboizon oms to 
aloxdJmtel 261 million colons which is equivlent to awe than 7 percent 
Of the prje&d 1989 gricultural GDP. 

Thbl 14 also prosents a brea alct of incrmants in payments to labor, rents, 
interest, an fame profits. Wile no official data on paymnts to 
prod ctlion factors are available, it is possble to nots that the lion's share 
of the increase in GP correspoids to aymnts to farmers as inCrMIntal 
profits. Acdingly, the project ammirument will benefit eqmecially stll 
Faes aapting the now t rolhnies. An order of mgnitude of thxe 
benfits can be provided as follawn. 
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If cne takes the typicl Ararian Reform Phase III mall farr family as 
repretative of mot m1l farmer families in the cuntry, the average 
family in rural areas owks a plot of lard of about 2 xznras. Mw number of 
mmnmnas harvested per year after Project iturity in 1994 is 10,000 

anianas. Accordingly, it is posaible to infer that, as an average, 5,000 
mall farmer families per year will dedicate their lands to the cultivation of 
croqs made possible by the project amendment. As sham on table 14, the 
irement in farmer's profits will exceed 45 million oolones per ami after 
MP 1994. Dividing by the 5,000 families, as an average, suc families will 
se their family incomes rise by about 9,000 colons. Given that the typical 
mall farmer family in El Salvador mkes oolons 4,000 par year, the 
families benefiting from the project amndiet te lnological paecages would be 
ultiplying their inoms by better than 2-fold. 

Finally, as shown on table 15, the project amuuKnit will generate 5,636 Jcbe 
at Project mturity or a total of 70,000 person-years of on-farm eloyment 
during the 15-year horizo. This is cloee to three tim the amout of 
eloyment that would take place in the sme land plots without the project 
anendmont. When both total oests at the farm level, as wall as the total 
project amendmnt resurces are considered, the cot per person year of 
aloyment cas to less than $2,000. The Project P 1 t, therefore, 8es 
out as a low cost gen-ator of Jcb for a project with a high rate of -o- c 
return and significant foreign exda ge, GDP, ar4 farmers' iroims impact. 

VIIX. IISSU]S SEM'TON
 

1. Given that FIX has not disbused aniof the credit fnds ard that the 
n.e goverrmet plans finsrial sector ref, P, does the rationale still bold 
for mintaining the credit furd unier this Project? 

The credit line is an essmntial olpownt of this project. The project 
designers reviewd the practices and cabilitios of Salvadoan commrcial 
banks ard oncldued that they bad neithe the inclination no the experience, 
skilled staff and resources nesary to carry out 'project lending tor 
previosly untried agricultural ventures. This credit line suprted by 
project furded techical easlyst is desigred to facilitate suh larding. 

The assumtions underlying the creation of the line reain valid. Although 
ocoercial beks, respning to teorary sess liquidity, financed a 

few non-traditional agri ultural ex;myt projects, the loins wee mde to 
clients of high nrt Yrth. Mw banks do not entr tain loan applications which 
predicate repymnt primrily on projected csh-flow. FIDEC is the only 
fina ial intrmdiay with the tecihnil capability of king loans on that 
basis. Given the current aid probable future illiquid coriition of the 
banking systea, there is no expectation that the o cial banks will play a 
role of any significne in nar-traditional agricultural export financing in 
the s)ot- to Lid-tert - i t perhaps as cofinaciers with FDEX 
posibilities of which are now being explored. The agribmuse credit line 
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remins the only reliable resource fo financing the early growth of 
Moroer, the credit bud is essential to the ontinuationr,-traditionals. 

of the DIVAM'u techial assistance role beyond the PAM. Proceeds from 
lending activities are expected to be the majr source of incom to FLEAMrS, 
and s l -sustainability is predicated on a suocessful lending program. 
The acoditions and events which contributed to the slow movemmnt of the line 
have been noted on page U.. The externalities, e.g. high liquidity in the 
ban)dng system, availability of loan funding under the ktor Minagemant 
project, and the approach of presidential elections will no longer negatively 
affect the demand for credit frcm this line. In fact, th present 
illiqu!dity and its expected prolongation cforn to the credit conditions 
envis ined by the project designers. This and the structal nowre rn-

will enable the line to fulfill its function at increasinglybeing discunsse 
higher interest rates. 

Adjustmnts in FMEI lending criteria will also facilitate loan missions by 
effectively expanding its clientele pooii as will its n ehasis on 
aquacultural projects. In the past, FMC subjected prosed loans to fairly 
detailed analysis but made final aproval cotingent on the borrowers ability 
to provide collateral of 1500 of the loan aimt. The collateral 
requiremts and other quasi-csorcial bank criteria for loan approval 
denied access to a large portion of the entrepreneral iomunity bhoee 
capital base had been erroded by effects of the civil w, and the collapse 
of cotton and suar markets. Although the aroval criteia provided for 

aditicna1 securiti during the-.infmncy of FIDEC, maintmneae of LCa 
criteria are not consistent with the develo ntal purse of the credit 
line. FIDM has agreed to looeen the term of its loa that goso 

the besis of projected cash flow and to tightenprojects can be financed on 
1mject analysis to insure that projects can deliver the desired 
develo ntal effects and repay Oligation trcs earnings. 

I has initiated a limited Ocall program", whic has resulted in 
generating projects far w products, cassava and expansion of flomr 

in July, ?'IK will design and initiate anproduction. Un fully staffod 
on hitherto inelligibleintensive prcition camaign with special emphasis 

graupe of boors. 

2. The quality asarane of ezpxtable products is nLUy a function of
 

the public sector. Uz is this funtion being placed with a private
 
institution?
 

It is true that qality assurance of exportable poducts is the ultimate 
tworeepoisibility of the gweent. This responsibility includes 

bination: tecnical insection and enforcemit pcooodures. In several 
the tenical procedures have been passed to private institutionso~mtries, 


for efficiency reasn. In the case of El blvador, the govern t
 
the Ministry of Aricultureinstitution responsible far quality assuranc, 

(MM), dome not have the resources nor caabilities to provide tedical 
services required for a large expansion in non-traditinal agrioilLural 
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eports. r, the gmmrment still mist mintain its enforcam 
resonsibilities. For that reason, the MA and DrIW will read an Acord 
on the roles and responibilities for each institution in this process. Ma 
linkages will be spelled out in detail urder that agreement. 

It should be noted that qality assurance is a systematic aproach. The 
Quality Assurance Program doss not begin with the post-processing inspection. 
The whole technology transfer process unde this Project is geared toward 
quality assurancei starting fron research into seeds and planting regimes, 
continuing with the devel[mnt of teology packages, providing outreach and 
extension activities, monite.-ing pesticide and fertilizer usage, devising 
isproved harvesting and post-harvest tmhiques, fostering better processing 
tednologies and controls, and assuring post-processing inspection. The 
inclusion of the technical inspection service is a natural step to assure 
quality and increase market sales. The location of a tectnicl inspection 
service in the private sector also coreponds to the nmw goverrn 's 
proposed intentions to stremline the bloated bureubaracy and have the Ioe 
efficient private sector aume a greater role in providing these services. 

3. How d es the Project have an impact an the pow: and -ll farmers? 

The project has increasingly developed linkages with other Mission progra, 
muh as the Agrarian Reform Financing, the Cerative Production and 
Marketing, and the !ral Small 1hterprise and eative Dvelomnt 
Projects, that have provided additional mechanim to reach thosands of mall 
farmors wo are Imbers of Agrarian 1%forn cxxveratives. Tl work with the 
cooperatives has also enabled the Project to pccoote participation of fmale 
owned and operated farm. 

The project amnmet will take aitional masures to strengthen smll farmer 
participation by developing coordinated plans with ooeratives, creating 
cloese linkages beten agribinesse. and cooperatives, adding and enhancing 
eimrintal farm, increasing the level of effort for outreach and extension 
activities, and working closely with the oercial banking sector to 
enc rage for nru-treditionl emt invesmets.Inan 

149OF 



Agribminssa Dswlcpmwt (519-0327) 

LDGICL FW6DOW AM=a I 
Goal ol MyI Asmptions 

71o i 
trz9Mdgs 

se -M estimted 649 million/year in fomeign 
rmelia2md b 1994 

- Statistics 
-AID Su-wys 

-GOES policies and regulations will change 
to su t instment. production and 

-f estimtad 12,600 pson 
eloymt uted 

years of production and eport activities. 

-7eairrent civil oflict will continue at 
its current levels. 

-Foreign srkets remain open and expanding. 

b in the ptodutica 
admot oi nntraditioma 
sgrioalttaal UO&t5. 

-15 natraditional crops being 
- aiaLy pc&sd and w tm 

-On viable agricultural tecnoogy 
dem et wern providing cutry-
wide assistasc 

-Project rports 
-ewluatos 
-PUSA statistics 

-Saladoran private sector demostrate a 
willirunes to participate in 
export-oriented activities. 

-FUs DS/DIVAIGO maintains its activ, role 
in private sector developmmnt aid its non

-23.300 hectares ndsr no-traditinal 
political role in local political affairs. 

pwo~tion by 1994 (7.600 ams. bV 1992) 
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A ftuatiamn 
transr p 

tedwu3 
mttd 

-30 mm po& s deveop and 
teduaIW diominated 

- aqwmopeizmta plots functioning, 

-Pro.et reporcs 
-FUSAS rE d 
-Daluations 

-PUJ C/DMGo has a mnagmialy and 
tsduically competent staft. 

testing n vrieties and providing 
apli.ed training to agribusiness. faraer, 

-Bank records 
-Ajdits 

students and coop mers 
-he wourd past aotrol and post harvet 

progrm estabih d and linked to U.S. 
reserch facilities and universities 

-ns integrated T/A delivery syaten osta~iod 
rsaching 40 agribusinesses. 20 agrarian 
reform coopratives and 11,000 farm families 

-A established quality assmuare program 
to assure sanitary and grading require ts 
are set b term 

-An eatablished aquaculture program with or 
exerital station ontributing to annual 
exrts of $3million W 1994 

-A vrietal research and sed pcoduction 
program established to serv l Savado 
in pentrating Maropom vegetable mark ts 
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H3V Asuonin 
A fx-tlaml cielit ropai -410million in loans disburvad to UM projects 
establidmi -At least $4.0 million of abom disbursedsqus lulture activities to 

-A met of developmntal criteria established 
to enable efficient and effective loan prooms 

A viable mima tizc1pabiity -M offio within DIVAGRO astablished z:.at 
e @ lpr tee DIC40's progr in El Salvador 

and prmtes E1 Salvador's producta in 
international markets 

-A set of strategies developed to penetrate 
foreign markets. 

-(m HIS system devised to accurately indicate 
ongoing ad future marketing possibilities.

-12 foceign investments in El Salvador 

promoted by DIVAGiO 

xam gainating fro -Interest incom generated to sq)oct DIVNM 
program activities and 

Wo1 tumn onraim 
initiated programs
-In'm from experimental field sales 

operations -Inom from the OAP program 

Inpts 

Tedinical 
Training 

Assistance -project 
-Aulit 

PAorts 

Administrat ive O rt -Oaluations 
credit 
Buildings and Wpi; 
bDaluations md Audits 
Contiingecy 

doc. 29620 
1L/30/88 



ANNEX 2
 

Annex 2: Activity and Disbrsement 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 Disbursements: New DIVAGRO Activities 

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

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 3 1 263.9 263.9 263.9 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
Building & Equipment 

51.3 
552.1 

50.4 
-

54.3 
-

58.5 
-

63.1 277.6 
552.1 

Contingency 116.7 116.6 116.7 116.7 116.7 583.4 
Copoent 2 Subtotal 1,242.5 565.6 573.6 572.2 590.4 3,544.3 
ality Assurance 

Activity TrAL 1,559.5 850.4 837.5 836.1 854.3 4,937.8 

Auacuture Experiment Station 

Outside T/A 
Training 

29.4 
67.2 

29.4 
67.2 

29.4 
67.2 

2"9.4 
67.2 

29.4 
67.2 

147.0 
336.0 

Component 1 Subtotal 96.6 96.6 96.6 96.6 96.6 483.0 

Personnel 16.8 16.8 16.8 16.8 16.8 84.0 
Supplies 
Admin O/H 

147.0 
96.6 

147.0 
96.6 

147.0 
96.6 

147.0 
96.6 

147.0 
96.6 

735.0 
483.0 

Building & Equipment 219.4 2.9 2.9 2.9 2.9 231.0 
Contingency 
Compoent 2 Subtotal 

16.8 
4 

16.8 
288.1 

16.8 16.8 16.8 84.0 
1,617.0 

Aquaculture Experiet 
Station Activity TOMAL 593.2 376.7 376.7 376.7 376.7 2,100.0 

US Investor Promtion 

Outside T/A 70M 200.0 200.0 200.0 - - 600.0 

TOMRL NO AIIVITIE 2,352.7 1,427.1 1,414.2 1,212.8 1,231.0 7,637.8 

Planned disbursments of tUAID grant funds for existin programs during the 
next five fiscal years to revised PPOD September 30, 1994 are listed in the 
next pae. u total $13,962,200 caos from three sourcess (a)the $1.3 
million (et.) likely to be available as of Septeer 30, 1989 under the Whter 

('i
 



Manangement 519-0303 for DIVAGRO, (b)the $7.3 million (est.) from the
 
original $W0.0 million comitment for nrn-credit assistance to DrVPr under
 
this Project 519-0327, and (c)$5,362,200 of the $13.0 million under this
 
Ameiment.
 

USAID Disbursements: Summary Existing Activity
 

$-00 Mears 9/30 1990 1991 1992 1993 1994 T 

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 
Training 
Component 1 
Subtotal 

64.6 
I 

------
1,534.5 

72.4 
3 -T 

1,555.2 

70.0 
335. 

-M 
1,412.1 

60.0 
160.-0 

-
360.0 

45.0 
145 

345.0 

312.0 
1,389.8 

m 
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

Dr MRO Op.Sup. 1,359.3 i1,319.2 1, 94. 1 1,--2".fi- 1-. 7,0 

Bldg & Equipmet 590.0 626.9 - - - 1,216.9 
Contingency 50.0 50.0 50.0 50.0 32.5 222.5 
Evaluations 50.0 50.0 60.0 50.0 50.0 260.0 
cponent.2. --- --- -
Subtotal 2,049.3 2,046.1 1,504.1 1,532.2 1,623.7 8,755.4 

TOAL ONGOING
 
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 tSAID resources for 
DIVAGRO technical assistance, operating support, and capital expenditures for 
the fiscal years 1990-941 the $8.6 million expected to be still available as 
of Septeer 30 ($1.3 milion in Water Minangement and $7.3 million in 
Agribusiness Deve1 sit) plus this $13.0 million Amedmnt to the 519-0327
 
Project Paper.. 

Under Agribusiness Devel nt, acrued costs are expected to reach $2.7 
million by Sptmber 30, 1989, of the $10.0 million comitted for non-credit 
assistance. This An1 would bring the total to * 23.0 million over the 
full seveyear LoP. Anther $10.0 million already cmmitted for onlendin by 
FIM to non-traditional agricultural exports puts USAID's total suport at 

$33.0 million or 750 of the total project cost. 

PIUM is required to muplement AID funding over the life-of-project with 
$11.0 million in cooperating country support, of which 12.5 million has been 
contributed, as of March 31, 19e9, lering $8.5 million to be comitted over 



the next five fiscal years to new PACD 1994. FtSADES 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 
cashflows cannt be determined with any precision. However, even accounting 
for sae bad debt and evaluation losses on the $20.0 million granted through
Projects 519-0303 and 0327, FIDEC should be capable of generating $6.0 million 
over five years from these loans. 

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

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

Interest income 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 1l1 
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 cooperating country contributions, are the 
coet-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 FIDEC clients in their 
NTAE projects. 

After termination of 519-037, DIVAGM could continue with a core budget of $ 
1.8 million, as detailed on tages 25-26, of which 90% could be funded from 
identified sources. Income from interest and seminars would likely continue 
at 1994 levels. By closig two field stations, produce sales would drop by
$134,000. Volume of lab tests and inspection certificates by QAP are expected
to increase beycd $190,000 per annm. Therefore, projected income to support
DIVAGW after PAD night be expected to total $ 1,654,000 annually. 
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FUNi)ACION SALVAI)OII.NA 

PARA I,:1, I)ES,\lHlH lll,.) E(V:)N()MI(() V SOCIAl, 

ANNEX 5
 

June 28th,. 1989
 

Hr.
 
Henry H. Bassford
 
Director
 
USAID/El Salvador
 
San Salvador
 

Dear Hr. Bassford:
 

It is clear from the progress that DIVAGRO has made to date and
 
derived from that progress that
from reasonable perspectives 


are appropiate for advancementes of the development of
conditions 
 a
 non traditional agricultural exports at a faster rate and to 


higher level in quentity 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
 

and other markets, we, in conjunction with the

in the U.S. 

agribusiness staff of USAID have defined three new activities which
 

together are necessary to insure continued acceptance of Salvadoran
 
and contribute to
agricultural products in the U.S. markets 


increasing our participation therein.
 

a quality control
The first is the establishment and operation of 


program for non-traditional agricultural export products. This
 

that exported products meet all quality and
 
program would insure 

sanitation requirements of the importing country. The second is 

the
 
experimental station. This is


establishment of an aquacultural 

necessary to permit rational and technically sound exploitation 

of
 

base which has been only marginally developed to date.
 a resource 

The third is the design and operation of an extensive marketing 

and
 
utilize a network of a
 

investment promotion program which will 


highly experienced agribusiness representatives in the 
U.S.
 

In addition to these new activities we think it appropiate to
 
our
varietal and commercial testing and to expand
accelerate our 


to our expanded
technical assistance activities to respond 

includes the Agrarian Reform


clientelle pool, which now 

Cooperatives.
 

http:SALVAI)OII.NA


FUNIDACION SAINAIENA
 

PAl, I.hI, I)I.S,\III()IIA,() I.C(;UN()N1ll(: Y SOCIAL
 

require end extended
We anticipate that the activities noted will 

to make the fully desired impact. We therefore request
time period 


to September 30, 1994, and institutional
that the PACD be extended 

support be continued through that date.
 

The additional costos of the program elements listed above are
 
grant under the
estimated at S 13.0 million. We request that the 


increased by that
agribusiness Development Project (519-0327) be 


amount.
 

Sincerely yours,
 

F U S AD E S 

/ 

Executive Dire ctor
 



SCC2) - PROJECT CIECKLIST 

Listed below are statutory criteria applicable
 
to projects. 
 This section is divided into two
 
parts. Part A includes criteria applicable to

all projects. Part B applies to projects funded 
froit specific sources only: B(1) applies to all 
Projects funded with Development Assistance;
B(2) applies to projects funded with Development
Assistance loans: and B(3) applies to projects
 
funded from ESF.
 

CROSS REFERENCES: 	IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANZARD ITEM
 
CHECKLIST BEEN REVIEWED FOR
 
THIS PROJECT?
 

A. GCT 	 FO PPOJECT 

1. 	FY 19e9 A;::o~riation1 Act See. 523: 
FAA
 
Sec. 134A. If money is sought to 

obligated for an activity not previously

justified to Congress. or for an amount
 
in excess of amzunt previously justified

to Congress. has Congress been properly

notified?
 

2. 	FAA Sec. 611(a)(1. Prior to an
 
obligation in excess of $500,000. will 

there be (a) engineering, financial or
 
other plans necessary to carry out the
 
assistance, and (b) a reasonably firm
 
estimate of the cost to the U.S. of the
 
assistance?
 

3. 	FAA Sec. 41l(a)(2). If legislative

action is required vithin recipient
 
country. vwhat is the basis for a
 
reasonable expectation that such action
 
will be completed in time to permit

orderly accomplishment of the purpose of
 
the assistance?
 

ANNEX 6
 

Notified as part of
 
FT 1989 Global Report
 

Yei
 

N/A
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4. FXAA Sec. Elc)Y 1909 Arpropriationt
Act See. 01. If project is for water Or 
water-related land resource construction. 

N/A 

have benefits and costs been computed to 
the extent practicable in accordance with 
the ;rinciples, standards. and procedu:es 
established pursuart to the Water 
]Resoz:ces Flanning Act (42 U.S.C. 1962. 
11 L11.)? (See A.I.D. Handbook 3 for 
guidelines.) 

S. FAA Sec. elife). If project is capital 
assistance (e... construction), and 
total U.S. assisbance for it will exceed 

Minor construction 
required under the 
ered ud he 

$1 m'llion. has Mission Directoree:fe ad e:nlAssnttakencort....ed a n~dF*e 4.0nal Assis tan t 
project. It has beeninto account. 

Ad:-.nist:atcre9&.ten into consideration 
the c...:y s capa.' 14y to z-anta-. 
ut:lize :te p:ject effectiveoly? 

and 

F;6 Is project susce;t e to 
ex4:u'.:, as ;a't Wf rvegional o: 
1ult4lat#eral prc;ject? I; so, why is 
-oject-not so executed? InformatioZ and 

ccnclusi n whethe assistance will 
enc:urage regiinal develcpment pro;:ans. 

7. FAA Sec. E0lal. Information and a. Yes. Non-traditional exper 
ccnclusions on whether projects will 
enc: :a;e efforts of the country to: 
(a) increase the flow of international 
trade: (b) foster private initiative and 
ccm;otition; (c) encourage development 
and use of cooperatives, credit unions. 
and savings and loan associations: 
(d) discou:age mncpolistic prac:ces:
(e) improve technical efficiency of 

production 
b. Yes. PVO implementor and 

private sector beneficiaule 
c. Yet.Cooperatives will 

participate 
d. Yes. Competition encouregqe 
e. Yes.Technology transfer 

is the key component
f. I/A 

industry, agriculture and corece; and 
(f) strengthen free labor unions. 

8. FAA Sec. 601(b). Information and 
conclusions on how proJect will encourage 
U.S. private trade and investment abroad 
and encourage private U.S. participation 
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise), 

Credit vil finance U.S. 
procurements. 

U.S. firms 
provide technical assistance. 
U.S. firwencouraged to 
invest and are eligible 
for loans. 



9. FA Sees. 6l2(b) E3Eh). Describe steps
taken to assure that. 
to the maximum 

extent possible, the country is 

contributing local currencies to meet the
 
Cost of contractual and other services.
and foreign currencies owned by tho U.S. 
are utilied in lieu of dollars.
 

1C. Sec. 612(dJ. Does the U.S. own 

excess 
foreign currency of t,e country

and, if so. wr.at arrangements have been
 
made for its release?
 

11. FX 19e9 Ac rt,-atons Act See. 521. If

assistance is for the product~on of

comrodity fer ex;ort. 

any

is the commodity


likely to te in surplus cn wc:ld =a:ke:z
at t.e tim. the resulting productive

a:, becones ope:ative, and is such
 

assistance likely tc 
cause sus:a:ial
in~u:- to U.S. produce:s cf tte 
sare.
 
si-.jilar or ccnpetir.; c=n:dity?
 

2. FY l959 7%nc:riat!po Act Sec. 549.

Wil the assistance (exce;t 1:: p:o;:ans

in Caribbean Basin Initiative count:±es

under U.S. Tariff Schedule "Section 807.
which allows reduced tariffs on articles

ahsenbied abroad fzcm U.S.-Cad*
 
com;:nents) be used directly to procu:e

feasibility studies. prefeasibility

studies, or 
project profiles of potential

investment in. 
or to assist the
 
establishment of facilities specifically

designed for, the manufacture for ex;ort

to the United States 
or to third country

markets in direct competition with U.S.
 
exports, of textiles, apparel, footwear.
 
handbags, flat goods (suc 
 as wallets or
 
coin purses worn on the person). worx
 
gloves or leather wearing apparel?
 

13. FAA See. 119()(4)-(6) G (10). Will the 

assistance (a) support training and 

education efforts which improve the 

capacity of recipient countries to
 
prevent loss of biological diversity:

(b) be provided under a long-term

agreement in which the recipient country
 
agrees to protect ecosystems or other
 

Recipient required to meet
 
at least 25% of total
 
project costs
 

No
 

No
 

No
 

a. Yen. Pesticide control
 
proram
 

b. program
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Wildlife hablats: (c) support efforts '
 
to Identify and survey ecosystems in 
recipient countzies worthy of
 
protection; -or,(d) by any direct oc
 
indirect means significantly degrade
national parks or similar protocted areas
 
or introduce exotic plartc or anicals
 
into such areas?
 

14. 	 M- Sec. 121(d). If a Sahel project. as N/A
 
a deternmation been made that the host
 
government has an ad'equate system for
 
accounting for and camtrolling receipt

and expendi:ure of project funds (either

dollars or local currency generated
 
ther:fro)?
 

15. 	 FY 19?; - ±c~ Zct. it 
assistince is tc te made to a United' N/A
 
States PVO (ot.e: tnar a cooperative

davelo;pna: or;ani:ati:cn). dces it obtain
 
a.east 20' per:cnt of its total annual
 
iulding for international act.ivities- from
 
sou:ces'other tran the United States
 
Gzorncenz?
 

16. 	FY l1e9 AT:o:rat!0ns Act Sec. 536. 'If yes
assistance is being made available to a
 
PVO. has that orar±zation provided u;cn

timely request any document, file. or
record necessary to the auditing

requirements of A.I.D.. and is the PVO 
registered with A.L.D.? 

17. 	F 19e9 Atyroora.tiony Ac: Sec. S14. If. 
funds are being obligated under an N/A 
appropriation account to which they were
 
not appropriated. bas prior approval of
 
the Appropriations Committees of Congress
 
been obtained?
 

11. 	State Authorization Sec. 139 (as Approxtedateha
Interpreted by conference report). .Mas 
confirmation of the date of siagninqgf been provided. The 
the project agreement. inclutng te agreementhanot been sent. 
amount involved, been cabled to State L/T 
and A.I.D. LEG wittin 60 days of =2
 
agreement's entry into force vith respect

to the United States. and has the full
 
text of the agreement been pouched to
 
those same offices? (See Handbook 3.
 
Appendix 6G for agreements covered by
this provision).
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M~I~.1.~ D ve , wPlro3'filstan-ce Project Criteria 

f(a0E iflte p:Qted. by conference re-crt
to: ginal onact~ent)..I

85 ii..tanc sf foagrcultual 
-ee.pme activitias'(specif±Cicl 

any t.:stinq-or, brooding, feauibility
study. variety improvement or 

Publici:ion.,conformnc. or.

ttalir.;)r area such 'setivitits (A) Noa.UPOCifiC31 y,and-principally desiqrntd
to increEse agri'Cultura1, ex;crt .y.tte. host :nyo-acunt:y cthter
thare.e ite AStates. W.'aa ttoe 
export wc.;.! leadtoAdirect 


,;~ con;seti:c. in :ht tAttird CCun::y b. No 

. witheox-rcr: of a'A &,i ila: cc~ n;d4 
g4row~n o rc -.--- witi~i th 

.y 

.61e 

Sato.u 
 'and .zn thcacti1viltitsresbonably be expected to, Cause
substantial i..uryto U.S. txporte:s
of a'similar a ':icultural comrncd i:t*;*
or (b)' in 51Jpc:t of research that is 

;roducers?
 
b. AlA Stcs.- 02(bL'111, '113. 281(a). a.SalLmr iibenefit 

Desctibe extent tc. which sactivi-tywill, (a) *f~tvl through~ their relationshipInovvh*po ith agribuuuineses,in development-by *Ytonding a'ccess to cooperatives and directeaonrnyat~local 'level". increasing, project tiiin.Tlabo-intnuivoe Prodction and the will betjea keyuse, of,, appropriateitechnoxogy.viibdisprsig :nvetagtivestont f~rm. lnkidisprsin, fzmI~i~is 'mechanismitie to to pass,3small towns, and through technologyruzal' areas. andinlsuring-wide. participation packages and technicalof the asitac-Ogin,the benefitsA to smallof development
onla Sustained basis., using, 

(b).help 'develop cooperatives.
*spe'ciallyby technical'.assistance. 

' to assist'ruraland urban poor-to_
A'' ~~help themselives toward a bettezlit'........
 

- 5A~~i<3.and otherwisoencourae democratic 
AAA*A ~ privateand~local goVernZAntal4
 

V 
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ti c upport- the c.- Uill"W-upr non-traditioni 
sefhl'efforts of developing agricultural exports, a 

'C'Untries: .(d)'promote the, pinciple,objective o 
Srticipationof;AvWomen ' hostcoet ofe 

n.:ional economies of'developinq d. Women 4ill be beneficiaries 
ntries andtieicproverment 'of project as owneru/ 

we:. :"S status; and (*) utilize and operators of farms and 
*flc.-::aqe regional cooperation by as the key labor force in 
devc :ping countries. processing plants. 

-cc 	 'ofthe 


C. 	FAA . 103. 103A. 104. 10S. 16 
1I20: .Y....X......A..ro..iationsM Ac:I 
.S.#L.. :vnt Fund- fCr Afr."ca)_. Does yes

* 	 ~the ;:; ee~t fit th rtrafor the 
. soUr-Ce -'t funds (functional account) 

beir.; uaid?
 

d. FAA t.. 0?. Is empbasis placed on yes
us* 	Ct a; -opit lec
ogy 
(rela:±vt. *smalle:. ccst-savin;.

la-s4-- te etn:c;4ts that a:e
 
*qn#a.ly ::, st apprc;priate f or the 
small farms' small businesses. and. 

A22.small 
 incomf of-1 the poor)? 

s. 	FkA Sect. litJ124(d). Wi1l1 the 
recll;iont cou. .ry provide~at least 25 yres 

-percent of the tosts of the program.
p:oJe'c:. or act.vity'vith respect to 
which the assis' 3rc is to be 
furniste9d (or is the latter 
cost-sharing req+iremsnt being waived


24 "'+ 	 + + + 5; +;+ :+ ; ;+ + + + + ;
forAa relatively least developed"
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ensure thsa't~r lI Rate
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g. L& Se . .2alb). Describe extent towhich program recognize$ theParticular needs. desires, and 
capacities of the people of the 
country; utilizes the country,s 
intellectual resources to encourage
institutional development: and 

Local PVO is the primary
implesentor; most technical
diattance is provided by 
.iu. people. The PVO will 
attain long-term self
suscainability. 

supports civil education and training
in skills required for effective 
participation in governmental 
processes essential to 
self-government. 

h. [_Y 1989 Arrc;riaions Act Sec. 536. 
Are any of the funds to be used for No 
the performance of abortions as a 
method of family plannin; or to 
motivate or coerce any person to 
practice abortions? 

A:e any of the furds to be used to o
 
;ay fo' the performance of
 
involuntary sterilization as a method
 
of facily planning or to coerce or
 
provide any financial incentive to
 
any person to unde:qo ste:ilizations?
 

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
 
sterilization as 
a means of family
 
planning?
 

i. 	FY 1989 Anronriations Act. Is the No
 
assistance being made available to
 
.any organization or program which has
 
been determined to support or
 
participate in the management of a
 
program of coercive abortion or
 
involuntary sterilization?
 

If assistance is from the population N/A

functional account. are any of the
 
funds to be made available to
 
voluntary family planning projects
 
which do not offer, either directly
 
or threugh referral to or Information
 
about access to. a broad range of
 
family planaing methods and sorvices?
 

1*
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j. SASec. 601(e). Will the project yen 
utilize competitive selection 
procedures for the awarding of 
Contracts, except Where applicable 
procurement rules allow otherwise? 

k. FY 1919 Arprcpristions Act. What 
portion of tte funds will be 
available only for activities of 
economically and socially 
disadvantaged enterprises, 

Such organizations are 
eligible to compete. No 
estimate is available, 
however the project hopes 
to disburse at least 10% 

historically black colleges and 
universities. colleges and 

of technical assistance 
funds to these organizations. 

universities havihg a student body in
 
which more than 40 percent of the
 
students are Hispanic Americans. and
 
private and voluntary o:;anizations
 
wtich are con::olled by individuals
 
wt: 	ae blacX Americans. Hispanic 
Americans. or Native Americans. or
 
wt: are econ::ically or socially
 
disadventage (including wzmen)?
 

1. 	FAA.Sec. 116(c). Does the assistance Complies with Regulation 16. 
com;ly with the environmental Although the program does 
procedures set forth in A.I.D. not specifically target 
Regulation 16? Does the assistance the other activities 
place a high priority on conservation mentioned, it will have a 
and sustainable managemeor of pouitive impact on improving 
tre;ical forests? Specifically. does the natural resource base 
the assistance. to the fullest extent in the country. 
feasible: (a) stress the importance 
of conserving and sustainably 
managing forest resources; (b) 
support activities which offer 
employment and income alternatives 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 establishment or strengthening of 
Institutions to Improve forest 
management: (d) help end destructive 
slash-and-burn agriculture by 
supporting stable and productive 
farming practices; (e) help conserve 
forests vwhich have not yet been 
degraded by helping to increase 
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production on lands already cleared
 
or degraded: (M) conserve forested
 
watersheds and rehabilitate those
 
which have been deforested; (g)
 
support traiping. research. and other
 
actions which lead to sustainable and
 
more environmentally sound prac:ices

for timber harvesting. removal. and
 
processing; (h) support research to
 
expand knowledge of tropical forests
 
and 	identify alternatives which will
 
prevent forest destruction, lots. or
 
degradation: (i) conserve biological
 
diversity in forest areas by

supporting efforts to identify.
 
establish, and maintain a
 
representative network of protected
 
tropical forest ecosystems on a
 
worldwide basis, by matin; the
 
establishment of protected areas 
a
 
condirion of suppcrt for ac:iv;:ies
 
invclving forest clearance or
 
degradation, and by helping to
 
identify tropical forest ecosystems

and species in need of protection and
 
establish and maintain a;prop:iate
 
protected areas: (J) seek to
 
increase the awareness of U.S.
 
government agencies and other donors
 
of the immediate and long-term value
 
of tropical forests; and (k)/utilize
 
the 	resources and abilities of all
 
relevant U.S. government agencies?
 

a. 	FAA Sec. 11(c)(13). If the
 
assistance will support a program or 
 I/A

project significantly affecting
 
.tropical forests (including projects
 
involving the planting of exotic
 
plant species). will the program or
 
project (a) be based upon careful
 
analysis of the alternatives
 
available to achieve the best
 
sustainable use of the land, and
 
(b)/tae full account of the
 
environmenta! impacts of the proposed
 
activities on biological diversity?
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n. EA Sec. 118(c)(14). Will assistance a. No 
be used for (a) the procurement or 
use of logging equipment. unless an 
environmental assessment Indicates 
that all timber harvesting operations 
involved will be conducted in an 
environmentally sound manner and that 
the proposed activity will produce 
positive economic benefits and 
sustainable forest management 
systems; or (b) actions which will 
significantly degrade national parks 
or similar protected areas which 
contain tropical forests, or 
introduce exotic plants or animals 
into such areas? 

a. FAA Sec. 118Sc)(IS). Will assistance 
be used for (a) activities whi,-
would result in the conve:sion of 

a. No 
b. No 

forest Iands to the rearing of 
livestock; (b) the construction. 
v;grading. or maintenance of roads 

C. No 
d. No 

(including tenporary haul roads for 
logging or other extractive 
industries)which pass through 
ielatively undegraded forest lands: 
(c) the colonization of forest lands: 
or (d) the construction of dams 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 
environmentally sound manner which 
supports sustainable development? 

p. iy1969 Anoropristions Act. If 
assistance will come from the N/A 
lub-Saharan Africa DA account, is it 
(a) to be used to help the poor 
majority in Sub-Saharan Africa 
through a process of long-term 
development and economic growth that 
is equitable. participatory. 
environmentally sustainable, and 
self-reliant; Cb) beinq provided in 
accordance with the policies 
contained in section 102 of the FAA; 
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(C) being provided. when conistent
 
with the objectives of such
 
assistance, through African. United
 
States and ether PVOs that have
 
demonstrated effectiveness in the
 
promotion of local grassroots

activities on behalf of long-term

development in Sub-Saharan Africa:
 
(d) being used to help overcome
 
shorter-term constraints to long-term

development, 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, and inczme generating
 
opportunities, to bring about
 
a;;:c;riate sec:oral reitructu:ing of
 
the Sub-Saharan African economies, to
 
support refcr=: in public

administration and finances and to
 
establish a favorable environment for
 
individual enterprise and
 
self-sustaining development, and to
 
take into account, in assisted policy

reforms. the need to protect
 
vulnerable groups; (e) being used to
 
increase ag:icultural production in
 
ways that protect and restore the
 
natural resource base. especially

food production, to maintain and
 
Improve basic transportation and
 
communication networks, to maintain
 
and restore the renewable natural
 
resource base in wayi tat increase
 
agricultural production, to improve

health conditions with special

emphasis on meeting the health needs
 
of mothers and children, including
 
the establishment of self-sustaining
 
primary health care systems that give

priority to preventive care. to
 
provide increased access to voluntary

family planning services. to improve
 
basic literacy and mathematics
 
especially to those outside the
 
formal educational system and to
 
improve primary education, and to
 
develop income-generating
 
opportunities for the unemployed and
 
underemployed In urban and rural
 
areas?
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q. 	FY 1989 Appropriations Act Sec. 515,
 
If deob/reob authority is sought to NIA
 
be exercised in the provision of DA
 
assistance. are the funds being
 
obligated for the same general
 
purpose, and for countries within the
 
same qeneial region as originally

obligated, and have the
 
Appropriations Committees of both
 
Houses of Congress been properly
 
notified?
 

2. 	.eveloprent Assistance Proiect Criteria
 
MLcans Only)
 

a. 	 A Sec. !22t). infcrirston and N/A. Grant funded 
conclusion on capacity o the country 

to re;&y tha loan at a reasonable 
rate of interest. 

b. 	FA Sec. 662Cd). If assistance is
 
for-any productive en:er;:ise which
 
will compete with U.S. enter;rises.
 
is ?erI an s:eement by the
 
:ec!;ient c antry to prevent expcrt
 
to the U.S. of more than 20 percent
 
of the enter;:ise's annual production
 
duting the 1ife of the loan. or has
 
the requirement to enter into sue. an
 
agreement been vaived by the
 
President because of a national
 
security interest?
 

c. 	Ft Sec. 122!b). Does the activity
 
give reasonable promise of assisting Tea
 
long-range plant and programs
 
designed to develop economic
 
resources and increase productive
 
capacities?
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3. Economic SuDort Fund Proiect Criteria 

a. ZAA Sec. S31(a). Will this 
assistance promote econonic and 
political stability? To the maximum 
extent feasible. is this assistance 
consistent with the policy 
directions, purposes, and programs of 
Part I of the FAA? 

NIA 

b. FAA Sec. 531(e). ill this 
assistance be used for military orf/A 
paramilitary purposes? 

c. FAA,Se#. 6C9. If com.zi:ies are to 
be g:an:ed so that sale ;:oceets will 
a:c:ue to the recipient country, have 
Special Account (coune:;a:t) 
ar:an;eents been mate? 

N/A 
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SC(3) - STANDARD ITEM CHECKLIST
 

Listed below are the statutory items which 
normally will be covered routinely in those 
p:ovisions of an assistance aqre*ment dealing
with its implementation, or covered in the 
a;reenent by im;osing limits on certain uses of 
funds. 

These items are arranged under the general 
headings of (A) Procurement. (B) Construction. 
and 	(C) Other Restrictions.
 

1. F;A SeOc. £C(al. Are there arrangements 
t: ;pe=it U.S. small business to 
pa:±ia:e e~italy in the fu:nis~ing
cfrcomm:dities and services financed? 

2. 	FA;. Sec. 6C4f&). Will all p:ocurement be
f:om the U.S. exCept as otherwise 
detve:rined by tte President or determined
 
under delegation from him?
 

3. 	FA.A See. 604(d). If the cooperating 

country disc:iminates against marine
 
insurance companies authorized to do
 
business in the U.S.. will commodities be
 
insured in the United States against
 
marine risk with such a company? 

4. 	FM Sec. 604(eo: !SDCA of 1980 Sec.
 
705(a). If non-U.S. procurement of
 
agricultural commodity or product thereof 

is to be financed, is there provision

against such procurement when the
 
domestic price of such commodity is less
 
than parity? (Exception where comodity
 
financed could not reasonably be procured
 
in U.S.)
 

Yes. Seall and Dis
advantaged Business 
participation is
 
encouraged.
 

Yes
 

Does 	not discriminate
 

N/A
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M.FAA Stc. 604(c). Will construction or 
engineering services be procured from 

N/A 

firms of advanced developing countries 
Which ate otherwise eligible under Code 
941 and which have attained a competitive 
capability in international markets in 
one of these areas? (Exception for those 
countries wtich receive direct economic 
assistance under the FAA and permit 
United States firms to compete for 
construction or engineering services 
financed from assistance programs of 
these countries.) 

6. FAA Stc. 603. Is the shipping excluded No 
from compliance with the requirement in 
section 901(b) of the Merchant Marine Act 
of 1936. as amended. that at least 
So percent of t:e gross tonnage of 
cor.=:di:ies (cc=;u-ed separately for dry 
bulk cariers, dry cargo liners. and 
tankers) flnanc#d shall be transported on 
P WAtely owned U.S. flag commercial 
vessels to the extent such vessels are 
available at fair and reasonable rates? 

7. FAA Sec. 62ltaf. If technical assistance 
Is financed, will such assistance be Te 
furnished by private enterprise on a 
contract basis to the fullest extent 
practicable? Will the facilities and Te 
resources of other Federal agencies be 
utilized, when they are particularly 
suitable, not competitive with private
enterprise, and sade available without 
undue interference with domestic programs? 

8. International Air Transportation Fair 
Competitive Practices Act. 1974. If air 

yes 

transpqgtation of persons or property is 
financed on grant basis. Will U.S. 
carriers be used to the extent such 
service is available? 

9. FY 1989 Appropriations Act Sec. S04. If Yes 
the U.S. GOverament is a party to a 
contract for procurement. does the 
contract contain a provision authorizing 
termination.of such contract for the 
convenience of the United States? 
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10. 	FY 19eg A r'nrriation tAct See. S24. If
 
assistance is for consulting service ye
 
through procurement contract pursuant to
 
S U.S.C. 3109. are contract expenditures
 
a matter of public record and available
 
for public inspection (unless otherwise
 
p:ovided by law or Executive order)?
 

3.CON'.3P.U W1%?B. 	37PTUCTION 

1. 	 rXA. Sec. 601(d). If capital (S..., Minor conatructions 
construction) project. will U.S. requirements. Local 
engineering and professional services be procurement. 
used? 

2. 	FA, Se:. E11(e). If contracts for
 
c:st:~c: n are to be financed. will Yes
 
they be let on a competitive basis to
 
maximum extent practicable?
 

3. 	FAJA Sec. f2l'k). If for construction of
 
p:oductive enterprise, will aggregate N/A
 
value of assistance to be furnished by
 
the U.S. n:t exceed $100 million (except
 
for produc:ive enterprises in Egypt that
 
were described in the CP). or does
 
assistance have the express a;;:oval of
 
Con;:oss?
 

C. 	OTrp gISTpICTIONS 

1. 	FAA Sec. 122(b). If development loan
 
repayable in dollars. is interest rate at N/AGrant 
least 2 percent per annum during a grace 
period which is not to exceed ten years. 
and at least 3 percent per annum 
.thereafter?
 

2'. 	 FAR Sec. 301(d). If fund is established N/A
 
solely by U.S. contributions and
 
administered by an international
 
organization, does Comptroller General
 
have audit rights?
 



3. TAA See. 620Ch). Do arrangements exist 
to Insure that nited States foreign aid 
is not used in a Banner Which. Contrary 
-to the best Interests of the United 
States. promotes or assists the foreign 
aid projects or activities of the 
Communist-bloc countries? 

4. Will arrangements preclude use of 
financing: 

A. FA Sec. 104 (f : "Y 1969 
Appropriations Act Sees. S25. S36. 
(1) To pay for performance of 
abortions as a method of family 
planning or to motivate or coerce 
persons to practice abortions: (2) to 
pay for performance of involuntary 
sterilization as method of family 
planning, or to coerce or provide 
financial incentive to any perscn to 
undergo kte*rilization: (3) to pay for 
any biomedical research which 
relites, in whole or part. to methods 
or the performance of abortions or 
involuntary sterilizations as a means 
of family planning: or (4) to. lobby 
for abortion? 

Te 

ye 

Tes 

Tes 

b. FAA Sec. 483. To mate reimburse-
ments. in the form of cash payments. 
to persons whose illicit drug crops 
are eradicated? 

Tes 

c. FAA Sec. 620(a). To compensate 
owners for expropriated or 
nationalized property. except to 
compensate foreign nationals in 
accordance with a land reform program 
certified by the President? 

Tee 

d. 1Z.eIL . To provide training. 
advice, or any financial support fox 
police. prisons, or other law 
enforcement forces, except for 
narcotics programs? 

yes 

a. FAR SL.J66. Fot CIA activities? yes 
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Z.. FAA Sac. 636(t). For purchase. sale. 
long-term lease. exchange or guaranty 
of the sale of motor vehicles 
manufactured outside U.S., unless a 
vaiver is obtained? 

yes 

g. FY 19e9 Aprooritions Act Sec. 503. 
To pay pensions, annuities. 

yes 

retirement pay, or adjusted service 
compensation fog prior or current 
military personnel? 

h. FY 1989 Aproriations Act Sec. 505. 
To pay U.N. assessments. arrearages 
or dues? 

yes 

i. FY 199 Arro:riations Act Sec. 506. 
To carry out provisions of FAA 
section 209(d) (transfer of FAA funds 
to multilateral organizations for 
lending)? 

j. FY 1989 Appropriations Act Sec. 110. 
To frlnance the export of nuclear 
equiptent. fuel. or technology? 

Tee 

k. fY 1989 Ayroriations Act Sec. 511. 
For the purpose of aiding the efforts 
of the government of such country to 
repress the legitimate rights of the 
population of such country contrary 
to the Universal Declaration of Huan 

yes 

lights? 

1. FrY I89 Ap-rocriations Act Sec. S16: 
State Authorization Sec. 109. To be Tee 
used for publicity or propaganda 
purposes designed to support or 
-defeat legislation pending before 
Congress. to influence in any way the 
outcome of a political election in 
the United States, or for any 
publicity or propaganda purposes not 
authorized by Congress? 

S. rY 1iS9 AvnronriatIons Act Sec. S14. 
Will any A.I.D. contract and 
solicitation, and subcontract entered 
into under such contract, include a 
clause requiring that U.S. matins 
insurance companies have A fair 
opportunity to bidfor msarine insurance 
vhen such insurance is necessary or 
appropriate? 

Yes 


