
AGENCY FOR INTERNATIONAL DEVELOPMENT 
WASHINGTON. D.C. 20523 J 1 19M 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, BUREAU FOR
 
ASIA, NEAR 	EAST AND EUROPE
 

F1,OM: 	 ANE/EE, Margaret e r
ANE/PD, Bruce Odell
 

SUBJECT: 	 Eastern European Regional Human Resources Program
 
(180-0002); Autnorization of Volunteers in Overseas
 
Cooperative Assistance's (VOCA) Proposed
 
Farmer-to-Farmer Program for Poland
 

Issue: Your approval is required to authorize A.I.D. funding
 
in the amount of $995,700 to fund VOCA's proposed
 
Farmer-to-Farmer Program for Poland (Attachment A). This
 
amount represents VOCA's $1,000,000 proposal less the .43%
 
($4,300) sequestered for the President's drug initiative. The
 
projected LOP is two years.
 

Background: The principal objectives of the Support for East
 
European Democracy (SEED) Act of 1989 are to develop democratic
 
institutions and political pluralism, and to promote free
 
market economic systems in Poland and Hungary. The development
 
of human resources is critically important for achieving both
 
objectives. The ANE Bureau has established a Regional Human
 
Resources (RHR) Program for Eastern Europe to support the
 
development of human resources, and private and public
 
institutions required for free market economies. This program
 
finances technical assistance, general training, scholarships,
 
and cultural exchanges. The RHR Program will include human
 
resource development activities of the Department of Labor, the
 
United States Information Agency, the Volunteers in Overseas
 
Cooperative Assistance, the International Student Exchange
 
Program (Georgetown), and A.I.D. as sub-projects of the RHR
 
Program.
 

Section 203.(e) of the SEED Act specifically provides for a
 
Farmer-to-Farmer program as an integral part of Section 203 of
 
the Act. The Appropriations Bill of 1989 specifically
 
appropriates $1,000,000 for this Farmer-to-Farmer Program for
 
Poland in FY 1990.
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VOCA has submitted to A.I.D. a proposal for carrying out this
 
Farmer-to-Farmer Program for Poland (Attachment D). The
 
proposal is based on an extensive field analysis of Poland's
 
agricultural sector undertaken by a joint VOCA/ACDI team of
 
agricultural and development specialists. The report of this
 
team is incorporated as an Annex to VOCA's proposal.

Additional background information is included at Attachment B.
 

VOCA has identified four specific problems to be addressed in
 
this technical assistance effort: (a) lack of business
 
planning experience and capability; (b) underdeveloped business
 
sstems and practices; (c) relatively little understanding of
 
market forces; and (d) farmer distrust of government

institutions. An elaboration of each of these problem areas is
 
included on pp. 4 and 5 of VOCA's proposal.
 

Discussion: The major thrust of the Farmer-to-Farmer Program

will be directed at increasing the commercial opportunities and
 
activities of Polish farmer organizations and agricultural

enterprises. The program has four major components:
 

A. Organizational Phase Assistance: This will include
 
assistance to regional-level Rural Solidarity committees in
 
organizing farmer-owned and controlled rural enterprises

closely resembling U.S. private agricultural cooperatives.

Such assistance will include the volunteer advisory services of
 
U.S. coop management executives and farmer/board members of
 
those coops to help the committees prepare business development
 
plans for planned agribusinesses. Included herein will be
 
assistance also to state companies attempting to privatize and
 
to discredited agricultural cooperatives that want to
 
reorganize along truly private cooperative lines. Finally,
 
emerging agribusinessmen will be assisted in feasibility
 
analysis and start-up activities in private enterprises being
 
established to serve the farm community in such categories as
 
small equipment and tool manufacture.
 

B. Early Commercial Activities: Assistance will focus on
 
training in business operations and management for
 
organizations which are already operating commercially but
 
would like to increase the volume of business activity and/or
 
expand their range of services.
 

C. Value-Added Activities: Some private cooperatives,
 
producer associations, and state cooperatives and companies
 
enroute to privatization, own or plan to construct feedmilling
 
and food processing facilities. These groups will be assisted
 
in the feasibility, start-up, or improvement and/or expansion

of these value-added activities. The start-up groups will be
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assisted in determining the proper location, scale, layout,

workforce, equipment, etc. for their plants. Groups with
 
existing plants will be helped to maximize results.
 

D. Service Organizations: Assistance will be aimed at
 
improvements in the extension service and the cooperative

banking network. Specifically, VUCA will help the extension
 
services provide up-to-date technical information to farmers by

using VOCA volunteer specialists as the bridge between
 
extension and the farmer. They will help the cooperative
 
banking system modernize their programs, systems, and
 
procedures to secve local farmers.
 

The program is based on VOCA/ACDI's extensive field analysis in
 
Poland and on written requests for technical assistance from a
 
variety of organizations including Rural Solidarity,

agricultural cooperatives, cooperative banks, the extension
 
service, producer associations, and assorted agribusinesses.

It will be focussed in the eastern part of Poland where there
 
is little or no other donor organization activity.
 

The program is structured to produce the maximum possible

spread effect. For instance, a local cooperative bank seeking

advice on modernizing farm -redit operations in a free-market
 
setting is being asked to invite the management and leadership

of neighboring banks to participate in seminars and smaller
 
workshops to be offered by a VOCA volunteer farm credit
 
specialist on topics of interest.
 

VOCA plans to place approximately 112 volunteer specialists in
 
Poland over an 18-month period commencing in February 1990.
 
(We propose that the grant have a two-year effective period.)

VOCA wishes to commence field placement operations immediately
 
so that farmer meetings and seminars can take place during the
 
winter when farmers, extensionists, cooperative bankers and
 
others working in the agricultural sector have more time to
 
dedicate to such activities. In addition several U.S.
 
Polish-speaking farmers and agricultural sector specialists who
 
have offered their services will not be available after March
 
1990 until next winter. In order to respond to this concern,

the ANE Bureau is working with SER/OP/OS/ANE to accomplish the
 
earliest possible issuance of the grant to VOCA.
 

Reports: VOCA will submit semi-annual progress and financial
 
reports to A.I.D. timed to meet our reporting requirements to
 
Congress.
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Evaluation: VOCA will fund and conduct an overall evaluation
 
at the end of the activity, whose scope and methodology will be
 
developed in consultation with A.I.D. Each volunteer
 
assignment will be evaluated by VOCA employing the existing
 
evaluation format developed and refined in consultation with
 
A.I.D.
 

Proposal Review, The VOCA proposal was reviewed and approved by
 
the Poland/Hungary Task Force Core Group on January 22, 1990 and
 
by the Poland/Hungary Steering Committee on January 25, 1990.
 

Budget: VOCA has requested, as one option, that it be permitted
 
to utilize the full amount of the A.I.D. grant to cover both the
 
dollar and local currency costs of the program, in about a 7:3
 
ratio. As a second option, they indicate the number of
 
volunteers could be increased from 112 to 174 if local currency
 
proceeds were available from outside resources. At present, we
 
propose supporting the first option, to allow VOCA to begin
 
operating as quickly as possible. In addition, we will support
 
VOCA in discussions with State and USDA to obtain the required
 
zlotys from Section 416 proceeds. A more detailed discussion of
 
this issue and the VOCA budget is included in Attachment C.
 

Environment: This project qualifies for a Categorical Exclusion
 
because it supports basic commercial agribusiness in Poland
 
through education, training and technical assistance. Education,
 
training and technical assistance programs are included in
 
Section 216.2(c)(2) of the Agency's Environmental Procedures as
 
categorical exclusions for which an Initial Environmental
 
Examination or Environmental Assessment is not required because
 
there is no direct impact on the environment. These activities
 
are not subject to the procedures at Section 216.3.
 

Competition: Competition is to be used to the maximum
 
practicable extent for the award of grants (see Handbook 13, para
 
2.B.). However, in this case, the FY 1990 appropriations
 
legislation specifically earmarks $1,000,000 for the
 
Farmer-to-Farmer program. The Farmer-to-Farmer program was
 
initiated in the 1985 Farm Bill and is administered by VOCA.
 
Competition for this grant would not be acceptable to Congress.
 
Furthermore, we note that, under the appropriations legislation,
 
the Farmer-to-Farmer program may be funded "notwithstanding any
 
other provision of law," an exemption which includes all laws and
 
regulations relative to competition.
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Source/Origin/Nationality: The eligible source and origin of
 
commodities (and nationality of suppliers) under the grant will
 
be the U.S. and Poland. This is in compliance with A.I.D.
 
procurement rules which specify that while the U.S. is the
 
authorized source for grant agreements in excess of $250,000,
 
the host country may be made an authorized source under any
 
form of project assistance in the project authorization, e.g.,
 
when local costs are to be financed (Handbook 1, Supp. B, para
 
5Ald(3)). For purposes of this grant, Poland is considered to
 
be the host country. (Note: Through use of "notwithstanding"
 
language in the legislation, as cited above, we could forego
 
the need for any source/origin/nationality. In this instance,
 
however, no case has been advanced by VOCA for our doing so.)
 

Policy Determination (PD)-71 and Policy Determination-.15:
 
Although the project will be addressing the issue of developing
 
agricultural products for export, as well as domestic
 
marketing, it complies with A.I.D. rules on agricultural
 
support activities. Specifically, the project complies with
 
A.I.D. PD-71 because it does not involve production, processing
 
or marketing of sugar, palm oil or citrus for export. Also,
 
the project complies with PD-15 because it does not support the
 
production of agricultural commodities for export that would
 
both directly compete with exports of similar U.S. agricultural
 
exports to third countries and have a significant adverse
 
impact on U.S. exporters in such countries.
 

Congressional Notification (CN): ".ne CN for the Eastern
 
European Human Resources Program will expire on February 1,
 
1990. Your authorization of the VOCA program prior to that
 
date assumes no Congressional objection; should one be
 
received, we would not proceed with obligation of funds until
 
and unless all issues have been resolved.
 

Recommendation: That you sign the attached authorization for a
 
$995,700 grant to VOCA for the Farmer-to-Farmer Program for
 
Poland with a LOP of two years (i.e., PACD of approximately
 
mid-February 1992).
 

Attachments: a/s
 

http:Determination-.15


ATTACHMENT A
 

PROJECT AUTHORIZATION
 

NAME OF COUNTRY: Eastern European NAME OF PROJECT: Eastern European
 
Regional Regional Human Resources Program
 

(180-0002); Farmer-to-Farmer
 
Program for Poland
 

NUMBER OF PROJECT: 180-0002
 

1. Pursuant to Section 531 of the Foreign Assistance Act of 1961
 
as amended, I hereby authorize the FARMER-TO-FARMER PROGRAM FOR
 
POLAND involving planned obligations of Development Assistance
 
Grant Funds not to exceed $995,700, subject to the availability of
 
funds in accordance with the A.I.D. OYB/allotment process, to
 
assist in financing the foreign exchange and local currency costs
 
of the project.
 

2. The planned life-of-project is two years with the Project
 
Assistance Completion Date (PACD) being two years from the date of
 
initial obligation.
 

3. The objective of the project Is the institutional development
 
of selected beneficiary organizations in the agricultural sector
 
in Poland to strengthen their service delivery capabilities for
 
their members and clientele. This will be accomplished through
 
training of these Polish organizations by U.S. expert volunteers
 
in the specific areas of emphasis.
 

4. 	No funds authorized herein shall support any activities
 
involving the production,processing or marketing 3f sugar, palm
 
oil or citrus for export, or the production of agricultural
 
commodities for export when such commodities would directly
 
compete with exports of similar U.S. agricultural commodities to
 
third countries and have a significant impact on U.S. exporters.
 

5. The project shall be implemented by means of a Grant Agreement
 
to be negotiated by A.I.D. with Volunteers in Overseas Cooperative
 
Assistance (VOCA). Competition for this grant is not required
 
because this Farmer-to-Farmer Program is specifically legislated
 
by the SEED Act of 1989, and because the applicable legislation
 
permits funding of the Farmer-to-Farmer Program "notwithstanding
 
any other provisions of law."
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6. Commodities financed by A.I.D. under the Project shall have
 
source and origin in the United States or Poland, except
their 


as A.I.D. may otherwise agree in writing. Except for ocean
 
shipping, the suppliers of commodities or services shall have
 
the United States or Poland as their place of nationality,
 
except as A.I.D. may otherwise agree in writing. Ocean
 
shipping financed by A.I.D. under the project shall, except as
 
A.I.D. may otherwise agree in writing, be financed only on U.S.
 
flag vessels.
 

C. Adelman
 
Assistant Administrator
 
Bureau for Asia, Near East and Europe
 

Date
 



Attachment B
 

ADDITIONAL BACKGROUND INFORMATION
 

VOCA has been serving the developing world agricultural sector
 
as an A.I.D. core grantee since 1970. The advent of the
 
Farmer-to-Farmer Program in 1985 widened VOCA's scope from
 
activities focussed on agricultural cooperative and farm credit
 
institutions to include assistance to non-cooperative
 
agribusinesses, associations of agricultural producers,
 
extension services, and others.
 

The Polish agricultural sector has great unrealized potential.
 
Poland possesses good availability of arable land, a good
 
technological base for agriculture, diversified crop and
 
livestock production, and hard-working farmers. However, the
 
agricultural sector has been suffocated by structural
 
inefficiencies for over forty (40) years. Under the
 
command-economy regime, private farmers -- who till 76% of the
 

land -- have been given secondary priority on the input supply
 
and market incentive sides. With the bulk of seed, feed,
 
fertilizer, farm chemicals, machinery, tools, and other
 
necessary inputs and equipment being channeled by the
 
government to state and cooperative farms, the farmers have
 

been forced to produce and survive economically at well below
 

optimum levels. Fixed prices for most production have given
 

farmers little incentive to produce above moderate levels.
 

While most of Poland's 2.7 million farmers are demanding an end
 

of the state monopolies, the farmers managed to stay in
 

business over the past four decades in spite of the flawed
 
system. However, they are now faced with the challenges and
 

opportunities of participating in a market-driven agribusiness
 
sector which demands that crucial services such as farm supply
 

distribution, marketing, food processing, feed milling, and
 

credit services be operated efficiently and cost effectively.
 

Similar challenges face the service institutions such as the
 

extension service and the cooperative banking network.
 



Attachment C
 

VOCA BUDGET AND MANAGEMENT
 

VOCA has presented two budgets for the activity. Budget A
 
reflects an expenditure of $1,000,000 to place 112 volunteers
 
(of which almost $300,000 equivalent is in estimated zloty
 
costs). Budget B reflects the expenditure of the entire
 
$1,000,000 A.I.D. grant for the dollar costs of placing 174
 
volunteers, if $405,515 equivalent in zlotys could be made
 
available to cover the local costs associated with these
 
placements. The SEED Act supports VOCA's request for zlotys to
 
permit it to expand its program stating in the applicable part
 
of Section 203(e) t t . . . the Farmer-to-Farmer program . . .
 
shall be funded wit.. funds authorized to be appropriated by
 
this Act and local currencies made available under Section
 
205 . . . Section 205 is entitled, Use of Polish Currency
 
Generated by Agricultural Assistance. This language does not
 
preclude use of dollars to fund local currency costs, if
 
otherwise appropriate.
 

Rather than delay going forward with this activity at the
 
earliest possible date while this budget issue is being sorted
 
out, we propose proceeding with the $995,700 grant while
 
supporting VOCA's attempts to gain access to zlotys generated
 
by U.S. agricultural assistance to Poland. The grant can be
 
amended, as appropriate, to reflect the final budget if zlotys
 
do become available for this activity at a later date.
 

VOCA's budget A appears reasonable and estimates that
 
approximately 50.6% of the total LOP cost will be spent on
 
volunteer costs (primarily travel and per diem), while 11.4%
 
will be spent on VOCA U.S. staff costs and 10% on VOCA's Poland
 
Office costs for a total direct cost of $719,425, or about 72%
 
of the total budget. The remaining 28% of the budget
 
represents VOCA's indirect costs.
 

Management: VOCA indicates that its current management will
 
direct and supervise this effort, for program quality and
 
adherence to VOCA and A.I.D. guidelines, but that it will
 
require the services of a recruiter and assistant in VOCA
 
headquarters who will be responsible for identifying all U.S.
 
volunteers and making travel and placement arrangements for
 
them. The effort will also require the establishment of a
 
two.-person office in Warsaw to manage the program.
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IX. 	BUDGET PRESENTATION
 

A. 	Budget reflecting expenditure of $1,000,000 grant to place 112
 

volunteers, and illustrating the costs that could be covered in
 

zloties.
 

POLAND
 

YEAR 1 YEAR 2 LOP ZLOTY COSTS
 

VOLUNTEER COSTS:
 

Travel and Transportation:
 
161,000 101,430 262,430
Volunteer Travel 


Volunteer Living Costs 105,000 66,780 171,780 171,780
 
10,332 26,712
Briefing Per Diem 16,380 


Interpreter Services 14,000 8,820 22,820 22,820
 
5,726
Direct Briefing Costs 3,500 2,226 


Volunteer Insurance 5,250 3,318 8,568
 

Vol 	Passports, Visas,
 
5,250 3,318 8,568
Immunizations, etc. 


194,600
Total Volunteer Costs 	 310,380 196,224 506,604 


VOCA STAFF COSTS
 
Salaries
 

13,000 13,650 26,650
Recruiter 

10,000 10,500 20,500
Administrative Assistant 


Regional Representative 	 11,590 4,356 15,946
 

Fringe Benefits 	 14,756 12,161 26,917
 
7,402 6,100 13,502
Othear Direct costs' 


Staff Travel
 
3,600 945 4,545
Airfare 

4,463 923 5,386 5,386
Per 	Diem 


200 50 250
Misc. Exp. 

65,011 48,685 113,696 5,386
Total Staff Costs 


POLAND COSTS
 
25,000 13,125 38,125 38,125
Administrator Salary 

8,000 4,200 12,200 12,200
Admin Assistant Salary 

8,000 4,200 12,200 12,200
Staff Transport 


Office Expense 24,000 12,600 36,600 36,600
 
99,125 99,125
Total Poland Expenses 	 65,000 34,125 


440,391 279,034 719,425 299,111
Total Direc' Costs 


171,752 108,823 280,575
Indirect Costs 


612,143 387,857 1,000,000
Total Costs 
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IX. BUDGET PRESENTATION
 

that, in conjunction
A. 	Budget reflecting expenditure of $1,000,000 grant 


with zloty availability of the equivalent of $405,515, would fund the
 

placement of 174 volunteers.
 

POLAND
 

YEAR 2 LOP ZLOTY COSTS
YEAR 1 


VOLUNTEER COSTS:
 

Travel and Transportation:
 
230,000 178,710 408,710
Volunteer Travel 


Volunteer Living Costs 150,000 117,660 267,660 267,660
 
23,400 18,204 41,604
Briefing Psr Diem 

18,818 14,622 33,440 33,440
Interpreter Services 


Direct Briefing Costs 5,000 3,922 8,922
 
7,500 5,846 13,346
Volunteer Insurance 


Vol Passports, Visas,
 
7,500 5,846 13,346
Immunizations, etc. 


344,810 787,028 301,100
Total Volunteer Costs 	 442,218 


VOCA STAFF COSTS
 
Salaries
 

16,091 15,077 31,167
Recruiter 

12,377 11,597 23,975
Administrative Assistant 


Regional Representative 10,980 3,960 14,940
 

Fringe Benefits 16,828 13,068 29,896
 
8,441 6,555 14,996
Other Direct Costs 


Staff Travel
 
3,600 945 4,545
Airfare 


5,290
4,500 790 5,290
Per 	Diem 

200 0 200
Misc. Exp. 


73,017 51,992 125,009 5,290
Total Staff Costs 

POLAND COSTS
 

25,000 13,125 38,125 38,125

Administrator Salary 


8,000 4,200 12,200 12,200

Admin Assistant Salary 


8,000 4,200 12,200 12,200

Staff Transport 
 36,600
24,000 12,600 36,600
Office Expense 
 99,125

Total Poland Expenses 	 65,000 34,125 99,125 


580,235 430,927 1,011,162 405,515

Total Direct Costs 


226,292 168,061 394,353
Indirect Costs 


806,527 598,988 1,405,515
Total Costs 
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