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DEC 3 

A C T I O N  MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, FVA 

FROM: FVAIPVC, Thomas McKay 

Problem: The A g r i c u l t u r a l  C o o p e r a t i v e  Develqpment I n t e r n a t i , o n a l  
( A C D I )  p roposed a new I n s t i t u t i o n a l  Suppor t  Gran t  f o r  a t o t a l  
amount o f  $ 2 , 1 7 0 , 0 0 0  o v e r  t h r e e  y e a r s  b e g i n n i n g  J a n u a r y  1, 1983.  
The proposed FY 1983  budget  is  $670,000. 

Background and D i s c u s s i o n :  A C D I  and i ts  p r e d e c e s s o r  
o r g a n i z a t i o n s t  r e l a t i o n s h i p  w i t h  A . I . D .  began i n  1962. A C D I  h a s  
had numerous A . I . D .  g r a n t s  and c o n t r a c t s  i n c l u d i n g  1 3  c u r r e n t  
p r o j e c t  g r a n t s  and c o n t r a c t s  i n  11 d e v e l o p i n g  c o u n t r i e s .  A C D I  
was c r e a t e d  by t h e  l e a d i n g  a g r i c u l t u r a l  c o o p e r a t i v e  and f a r m e r  
o r g a n i z a t i o n s  of  t h e  Uni ted  S t a t e s  i n  r e s p o n s e  t o  t h e  Humphrey 
Amendment t o  t h e  F o r e i g n  A s s i s t a n c e  Act. I t s  purpose  is t o  
respond  t o  t h e  n e e d s  o f  a g r i c u l t u r a l  c o o p e r a t i v e s ,  farm c r e d i t  
s y s t e m s  and s u p p o r t i n g  government  a g e n c i e s  i n  t h e  d e v e l o p i n g  
c o u n t r i e s  by p r o v i d i n g  a s s i s t a n c e  i n  t r a i n i n g ,  p l a n n i n g ,  
o p e r a t i o n s ,  o r g a n i z a t i o n  and member invo lvement .  Through i t s  
membership and i t s  a s s o c i a t i o n  w i t h  U.S. a g r i c u l t u r a l  
c o o p e r a t i v e s  and t h e  U.S. farm c r e d i t  sys tem,  A C D I  h a s  a c c e s s  t o  
a broad base  of farmer-owned a g r i - b u s i n e s s e s  and t h e  a s s o c i a t e d  
t e c h n i c a l  a s s i s t a n c e .  

A . I . D .  s u p p o r t s  A C D I ,  and o t h e r  U.S. c o o p e r a t i v e s ,  b o t h  f o r  t h e i r  
u s e f u l n e s s  i n  implement ing  A . I . D . ' s  b i l a t e r a l  programs,  and as a 
way of  e n c o u r a g i n g  t h o s e  c o o p e r a t i v e s  t o  r e l a t e  d i r e c t l y  t o  t h e i r  
d e v e l o p i n g  c o u n t r y  c o u n t e r p a r t s  o u t s i d e  t h e  c o n t e x t  o f  government-  
to-government  programs.  A C D I  h a s  been s u c c e s s f u l  i n  g e n e r a t i n g  
A . I . D .  Miss ion  a c t i v i t y  and h a s  been r e s p o n s i v e  t o  A . I . D .  n e e d s .  
I n  1982, A C D I  expanded i ts  r e g i o n a l  a c t i v i t i e s  i n  L a t i n  A m e r i c a  
by p l a c i n g  a R e g i o n a l  C o o p e r a t i v e  R e p r e s e n t a t i v e  i n  Guatemala 
a f f i l i a t e d  w i t h  ROCAP. T h i s  i n d i v i d u a l  h a s  been  i n  g r e a t  demand 
by A . I . D .  M i s s i o n s  i n  C e n t r a l  America f o r  a s s i s t a n c e  i n  
c o o p e r a t i v e  program p l a n n i n g  and e v a l u a t i o n .  I n  a d d i t i o n ,  A C D I  
r e c e i v e d  a c o s t - s h a r e d  g r a n t  from A . I . D .  f o r  a j o i n t  c o o p e r a t i v e -  
t o - c o o p e r a t i v e  development  g r a n t  implemented by one o f  t h e i r  
member c o o p e r a t i v e s  Land OtLakes ,  I n c .  

A C D I  c o n t i n u e s  t o  be s u c c e s s f u l  i n  t a p p i n g  t h e  r e s o u r c e s  o f  U.S. 
a g r i c u l t u r a l  c o o p e r a t i v e s  f o r  t h e i r  o v e r s e a s  and c o n s u l t a n t  
a s s i g n m e n t s .  I t  a l s o  c o n t i n u e s  t o  keep i t s  a d m i n i s t r a t i v e  c o s t s  
r e a s o n a b l y  low and i t s  t r a v e l  budge t  t o  t h e  minimum r e q u i r e d  f o r  
a d e q u a t e  p r o j e c t  i n i t i a t i v e  and s u p e r v i s i o n .  From t h e  c e n t r a l  
g r a n t  s u p p o r t  p r o v i d e d  t o  A C D I ,  t h e  r a t i o  of c e n t r a l  s u p p o r t  t o  
f i e l d  p r o j e c t  a c t i v i t y  f o r  t h e  p e r i o d  1976-1980 was $3.32 of  
f i e l d  p r o j e c t  a c t i v i t y  f o r  e a c h  $1.00 o f  c e n t r a l  s u p p o r t .  For  



1 9 8 1 ,  t h i s  r a t i o  i n c r e a s e d  t o  $4.55 f o r  each $1 .00  of c e n t r a l  
s u p p o r t  and  c o n t i n u e d  a t  t h i s  l e v e l  i n  1982.  

P roposed  Program: The p r o p ~ s e l  o u t l i n e s  t h e  p u r p o s e s  o f  t h e  
p r o p o s e d  g r a n t  a s  f o l l o w s :  (1) To e n a b l e  A C D I  t o  c o n t i n u e  
a s s i s t i n g  i n  p l a n n i n g ,  deve lopmen t  and e s t a b l i s h m e n t  o f  se l f -  
s u s t a i n i n g ,  f i n a n c i a l l y  v i a b l e ,  p r o p e r l y  managed a g r i c u l t u r a l  
c o o p e r a t i v e s  and  farm c r e d i t  s y s t e m s ,  a p p r o p r i a t e l y  s u p p o r t e d  by 
d e v e l o p i n g  c o u n t r y  g o v e r n m e n t a l  p o l i c i e s  and  i n s t i t u t i o n s ;  
p r o v i d i n g  e f f e c t i v e  s u p p l y ,  c r e d i t ,  i n f o r m a t i o n  a n d / o r  m a r k e t i n g  
s e r v i c e s  a t  r e a s o n a b l e  c o s t s  t o  d e v e l o p i n g  c o u n t r y  farmers, 
e s p e c i a l l y  t h o s e  i n c l u d e d  among t h e  r u r a l  poor .  ( 2 )  To f u r t h e r  
s t r e n g t h e n  t h e  i n s t i t u t i o n a l  c a p a c i t y  of A C D I  t o  assist  m i s s i o n s  
and  h o s t  c o u n t r y  c o o p e r a t i v e s  and  a g e n c i e s  i n  deve lopmen t  of 
e f f e c t i v e  a g r i c u l t u r a l  c o o p e r a t i v e s  and  a g r i c u l t u r a l  c r e d i t  
s y s t e m s .  

S p e c i f i c a l l y ,  A C D I  g r o u p s  i t s  program a c t i v i t i e s  i n t o  s i x  
c a t e g o r i e s :  (1) Advi so ry  A s s i s t a n c e  and  P r o j e c t  I d e n t i f i c a t i o n  - 
A C D I  w i l l  i n v i t e  r e q u e s t s  t o  c o n s u l t  w i t h  s e l e c t e d  d e v e l o p i n g  
c o u n t r y  c o o p e r a t i v e s ,  a g r i c u l t u r a l  b a n k s ,  government  a g e n c i e s  and  
d o n o r  o r g a n i z a t i o n s  on c o o p e r a t i v e  deve lopmen t  and  f a r m  c r e d i t  
o b j e c t i v e s ,  p r o b l e m s  and s t r a t e g i e s .  ( 2 )  P r o j e c t  Development  - 
When a p r o j e c t  h a s  been i d e n t i f i e d  as  h a v i n g  donor  o r  c o o p e r a t i v e -  
t o - c o o p e r a t i v e  i n t e r e s t ,  more e x t e n s i v e  f i e l d  c o n s u l t a t i o n s  w i l l  
b e  r e q u i r e d  and  A C D I  h e a d q u a r t e r s  s t a f f  w i l l  be  i n v o l v e d  i n  
d r a f t i n g  s p e c i f i c  and d e t a i l e d  p r o p o s a l s ,  i n c l u d i n g  f e a s i b i l i t y  
s t u d i e s ,  m a r k e t  a n a l y s i s ,  c o s t  p r o j e c t i o n  and p l a n s  o f  a c t i o n .  
( 3 )  P r o j e c t  I n i t i a t i o n  - When a program is approved  f o r  f u n d i n g ,  
A C D I  s t a f f  w i l l  i n i t i a t e  i m p l e m e n t a t i o n  a c t i v i t i e s  wh ich  w i l l  
i n c l u d e ,  among o t h e r  t h i n g s :  p r e p a r a t i o n  and n e g o t i a t i o n  o f  
c o n t r a c t s  w i t h  p r o j e c t  p e r s o n n e l ;  p r o c u r e m e n t  of n e c e s s a r y  
m a t e r i a l s  and  s u p p l i e s ;  a n d ,  o r i e n t a t i o n  o f  p r o j e c t  p e r s o n n e l  and  
d e p e n d e n t s .  ( 4 )  P r o j e c t  S u p p o r t  - T h i s  f u n c t i o n  i n c l u d e s  
s u p e r v i s o r y  v i s i t s  t o  t h e  p r o j e c t s ,  r e s p o n s e  t o  r e p o r t s  on 
p r o j e c t  p r o g r e s s  and  p r o b l e m s  from t h e  f i e l d ,  and  r e c r u i t m e n t  o f  
p r o j e c t  c o n s u l t a n t s  and r e p l a c e m e n t  p e r s o n n e l .  The p r o p o s a l  
i d e n t i f i e s  29 c o u n t r i e s  i n  which  A C D I  a n d  i t s  p r e d e c e s s o r  
o r g a n i z a t i o n s  h a v e  c o n d u c t e d  a c t i v i t i e s  i n  c o l l a b o r a t i o n  w i t h  
A . I . D .  C u r r e n t l y ,  A C D I  h a s  on-going  p rograms  i n  a l l  o f  t h o s e  
c o u n t r i e s .  A l s o  i d e n t i f i e d  are  36 p r i v a t e  non-governmenta l  l o c a l  
and  n a t i o n a l  i n s t i t u t i o n s  t h a t  A C D I  h a s  a s s i s t e d .  I n  some cases 
t h i s  a s s i s t a n c e  i n v o l v e d  t e c h n i c a l  and  management a s s s i s t a n c e  i n  
t h e  e s t a b l i s h m e n t  and  i n i t i a l  o p e r a t i o n  o f  t h e  n a t i o n a l  
c o o p e r a t i v e  i n s t i t u t i o n .  I n  some c a s e s  i t  i n v o l v e d  s h o r t - t e r m  
c o n s u l t a n t s  whose a d v i c e  s e r v e d  t o  s t r e n g t h e n  t h e  i n s t i t u t i o n .  
O t h e r  c a s e s  i n v o l v e d  s h o r t - t e r m  o b s e r v a t i o n  and t r a i n i n g  t r i p s  t o  
U.S. C o o p e r a t i v e s ,  and p a r t i c i p a t i o n  i n  t e c h n i c a l  workshops .  



In 1982, ACDI experienced an increase in the number of short-term 
study tours for which it has full planning and implementation 
responsibility. There has also been an increase in long-term 
acaae~ic participants. X tot~l cf 29 indiviausls visited for one 
month or longer a variety of U.S. agricultural cooperatives and 
farm credit banks. They came from ACDI sponsored projects in 
Egypt, Tanzania, Costa Rica and Uganda. Nine long-term academic 
participants from the Tanzania Rural Development Bank were 
sucessfully placed. 1983 projections are 28 long-term, and 59 
short-term participants. ( 5 )  Administration - These functions 
include continuous review and updating of corporate personnel 
policies and practices, central procurement, office management, 
reporting etc. ( 6 )  Member Relations - ACDI must insure that the 
members of its Board of Directors and all of ACDIfs member 
organizations are represented on the Board are informed of 
activities and problems, so that they may make informed policy 
decisions. 

The proposed grant will enable ACDI to expand and improve its 
activities with private non-governmental organizations. It will 
also enable the expansion of its activities in advising A.I.D. 
missions and developing country governments on cooperative 
development activities, the establishment and improvement of 
cooperative development institutions; the training of cooperative 
credit management staff, and the conduct of management and policy- 
oriented workshops on an international and regional basis. The 
proposal includes provisions for additional technical and 
administrative support personnel necessary to respond to the 
existing and prospective level of participant trainees while 
permitting management and project officers to continue adequate 
responses to current project activities and project proposals 
developed by A. I.D. and other donors. 

Relationship of ACDI Proposal to A. I. D. Objectives: A. I .D. can 
expect useful services important to the accomplishment of its 
agriculture sector development priority and mission. The 
services include the following: (a) an in-place cooperative 
development expertise; (b) the involvement of the U.S. 
agricultural cooperative and farm credit system community in the 
overseas development (c) assistance in the development and 
implementation of cooperative-to-cooperative related projects; 
and (d) technical services to A.I.D. missions in the field of 
agricultural cooperative and farm credit and an active 
partnership with A.I.D. in implementation of the A.I.D. policy. 

Discussion of Issues: During the review of the CDO proposals, 
two issues relevant to all the CDOs were raised. They concerned 
salary levels of some of the CDO staff, overhead and- overhead 
rates. Two actions have been taken by PVC to satisfactorily 
address these issues: (1) Both the salary and the overhead issues 



have been d i s c u s s e d  w i t h  t h e  c o n t r a c t s  o f f i c e .  V e r i f i c a t i o n  o f  
t h e  l e g a l  l e v e l s  f o r  s a l a r i e s  p a i d  t o  PVOs and C D O s  was o b t a i n e d .  
S a l a r i e s  can  exceed government  c e i l i n g s  p r o v i d e d  t h e  e x c e s s  is  
p a i d  from non-government s o w c e s .  The C o n t r a c t s  O f f i c e  p o i n t e d  
o u t  t h a t  overheads  a r e  awarded and r a t e s  e s t a b l i s h e d  based o n .  
i n f o r m a t i o n  p r o v i d e d  i n  t h e  p r o p o s a l s  s u b m i t t e d  f o r  overhead  
c o n s i d e r a t i o n .  The i n f o r m a t i o n  p r o v i d e d  is v e r i f i e d  by a u d i t  
b e f o r e  overhead is  approved .  A l l  C D O s  r e c e i v i n g  overhead  have  
been v e r i f i e d  by t h i s  p r o c e s s .  ( 2 )  A l l  C D O s  a r e  now r e q u i r e d  t o  
p r o v i d e  a  s a l a r y  breakdown o f  p e r s o n n e l  funded by t h e  g r a n t ,  w i t h  
a n  i n d i c a t i o n  of t h e  p e r c e n t a g e  of t ime  each  employee d e v o t e s  t o  
g r a n t  s u p p o r t e d  a c t i v i t i e s .  

I s s u e s  S p e c i f i c  t o  A C D I :  The r e v i e w  commit tee  wanted t o  know i f  
A C D I  r e c e i v e s  overhead  f o r  non-A.I.D. s u p p o r t e d  p r o j e c t s .  A C D I  
e x p l a i n e d  t h a t  a  f i x e d  g e n e r a l  a d m i n i s t r a t i v e  s u p p o r t  c h a r g e  is 
l e v i e d  on a l l  p r o j e c t s  funded from non-A.I.D. s o u r c e s ,  a t  t h e  
same r a t e  ( 1 3 . 5 % )  c h a r g e d  on A . I . D .  s u p p o r t e d  p r o j e c t s .  The 
second i s s u e  was how d o e s  A C D I  d e t e r m i n e  t h e  f u n d i n g  l e v e l  needed 
f o r  i ts  program? T h i s  d e t e r m i n a t i o n  is made based on t h e  minimum 
l e v e l  of  p r o f e s s i o n a l  s t a f f i n g  needed t o  a d e q u a t e l y  respond  t o  
e x i s t i n g  and p r o s p e c t i v e  l e v e l s  of p r o j e c t  a c t i v i t y .  

F i e l d  View of A C D I :  M i s s i o n  r e s p o n s e s  t o  a  c a b l e  r e q u e s t  
r e g a r d i n g  A C D I  i n  J a n u a r y  of  1982 were h i g h l y  f a v o r a b l e .  A 
r e s p o n s e  summary f o l l o w s :  I n  Guatemala ,  A C D I f s  p e r s o n n e l  were 
' 'very good, and t h e  p r o j e c t  is  p r o c e e d i n g  w e l l .  The B o l i v i a  La 
Merced C o o p e r a t i v e  has  a c h i e v e d  l1 s e l f - s u f f i c i e n c y  e a r l i e r  t h a n  
e x p e c t e d  and can be c o n t i n u e d  w i t h  o n l y  minimum s h o r t - t e r m  
a s s i s t a n c e . "  The Miss ion  went on t o  p r a i s e  A C D I t s  worked and i t s  
a b i l i t y  t o  a d d r e s s  a r e a  s p e c i f i c  n e e d s .  I n  a s e p a r a t e  
s u b c o n t r a c t ,  t h e  M i s s i o n  s a i d  A C D I  h a s  p rov ided  ~ l v a l u a b l e  
recommendations t o  improve a d m i n i s t r a t i v e  and f i n a n c i a l  
c a p a b i l i t y  of s e v e r a l  of t h e  i n t e g r a l  c o o p e r a t i v e s  e s t a b l i s h e d  
under  t h e  s m a l l  f a r m e r  o r g a n i z a t i o n  p r o j e c t . "  The Kenya M i s s i o n  
s a i d  " A C D I  c o n s u l t a n t s  a p p e a r  t o  have  done t h e i r  r e s p e c t i v e  tasks  
w i t h  g r e a t  i n t e r e s t  f o r  c o o p e r a t i v e s  a s  b e f i t s  t h e i r  l o n g  
a s s o c i a t i o n  w i t h  c o o p e r a t i v e s  i n  t h e  U.S . "  The Miss ion  added 
t h a t  A C D I  p e r s o n n e l  were " r e s p e c t e d  by t h e  p e o p l e  i n  t h e  a g e n c i e s  
t h e y  were a t t a c h e d  t o  o r  work w i t h .  T h i s  is p a r t i c u l a r l y  t r u e  
w i t h  t h e  long- term c o n s u l t a n t s  who have  had more c o n t a c t  w i t h  t h e  
l o c a l  c o o p e r a t i v e s  and CMP a g e n c i e s . "  fin all,^, t h e  Egypt M i s s i o n  
s a i d  t h a t  A C D I  f i e l d  s t a f f  were "competent  and i n d u s t r i o u s v  and 
t h a t  t h e  "Washington o f f i c e s  of A C D I  and CLUSA have f u r n i s h e d  
a d e q u a t e  b a c k s t o p p i n g  s u p p o r t . "  

Budget Summary: The p r o p o s a l  c a l l s  f o r  a  t h r e e - y e a r  commitment,  
b e g i n n i n g  FY 1983. A C D I  proposed a  t o t a l  budge t  of  $2 ,210 ,000  
o v e r  a  t h r e e  y e a r  p e r i o d .  Due t o  o v e r a l l  budget  c o n t r a i n t s ,  
however,  PVC is recommending a t o t a l  budget  of  $2 ,170 ,000 .  



Recommendation: That you approve the institutional support grant 
to ACDI for a three year life-of-project budget of $2,170,000 
with FY 83 funding of $670,000, FY 84 $720,000 and FY 85 $780,000 
subjezt to annual review. 

APPROVED 

DATE 

Clearances: 

HSmi 
ASi 
LKu 

PMag 
NMau 
JMi 
RMo 

th d r a f t  date 11/30 
lver date 11/29 

FVA/PVC: . hf f?Yd OL MB: gsb: 11/26/82: X53494 


