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DEC 31

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, FVA

FROM: FVA/PVC, Thomas McKayM U-UJ‘%

Problem: The Agricultural Cooperative Development International
(ACDI) proposed a new Institutional Support Grant for a total
amount of $2,170,000 over three years beginning January 1, 1983.
The proposed FY 1983 budget is $670,000.

Background and Discussion: ACDI and its predecessor
organizations' relationship with A.I.D. began in 1962. ACDI has
had numerous A.I.D. grants and contracts including 13 current
project grants and contracts in 11 developing countries. ACDI
was created by the leading agricultural cooperative and farmer
organizations of the United States in response to the Humphrey
Amendment to the Foreign Assistance Act. Its purpose is to
respond to the needs of agricultural cooperatives, farm credit
systems and supporting government agencies in the developing
countries by providing assistance in training, planning,
operations, organization and member involvement. Through its
membership and its association with U.S. agricultural
cooperatives and the U.S. farm credit system, ACDI has access to
a broad base of farmer-owned agri-businesses and the associated
technical assistance.

A.I.D. supports ACDI, and other U.S. cooperatives, both for their
usefulness in implementing A.I.D.'s bilateral programs, and as a
way of encouraging those cooperatives to relate directly to their
developing country counterparts outside the context of government-
to-government programs. ACDI has been successful in generating
A.I.D. Mission activity and has been responsive to A.I.D. needs.
In 1982, ACDI expanded its regional activities in Latin America
by placing a Regional Cooperative Representative in Guatemala
affiliated with ROCAP. This individual has been in great demand
by A.I.D. Missions in Central America for assistance in
cooperative program planning and evaluation. In addition, ACDI
received a cost-shared grant from A.I.D. for a joint cooperative-
to-cooperative development grant implemented by one of their
member cooperatives Land O'Lakes, Inc.

ACDI continues to be successful in tapping the resources of U.S.
agricultural cooperatives for their overseas and consultant
assignments. It also continues to keep its administrative costs
reasonably low and its travel budget to the minimum required for
adequate project initiative and supervision. From the central
grant support provided to ACDI, the ratio of central support to
field project activity for the period 1976-1980 was $3.32 of
field project activity for each $1.00 of central support. For



1981, this ratio increased to $4.55 for each $1.00 of central
support and continued at this level in 1982.

Proposed Program: The proposzl outlines the purposes of the
proposed grant as follows: (1) To enable ACDI to continue ,
assisting in planning, development and establishment of self-
sustaining, financially viable, properly managed agricultural
cooperatives and farm credit systems, appropriately supported by
developing country governmental policies and institutions;
providing effective supply, credit, information and/or marketing
services at reasonable costs to developing country farmers,
especially those included among the rural poor. (2) To further
strengthen the institutional capacity of ACDI to assist missions
and host country cooperatives and agencies in development of
effective agricultural cooperatives and agricultural credit
systems.

Specifically, ACDI groups its program activities into six
categories: (1) Advisory Assistance and Project Identification -
ACDI will invite requests to consult with selected developing
country cooperatives, agricultural banks, government agencies and
donor organizations on cooperative development and farm credit
objectives, problems and strategies. (2) Project Development -
When a project has been identified as having donor or cooperative-
to-cooperative interest, more extensive field consultations will
be required and ACDI headquarters staff will be involved in
drafting specific and detailed proposals, including feasibility
studies, market analysis, cost projection and plans of action.
(3) Project Initiation - When a program is approved for funding,
ACDI staff will initiate implementation activities which will
include, among other things: preparation and negotiation of
contracts with project personnel; procurement of necessary
materials and supplies; and, orientation of project personnel and
dependents. (4) Project Support - This function includes
supervisory visits to the projects, response to reports on
project progress and problems from the field, and recruitment of
project consultants and replacement personnel. The proposal
identifies 29 countries in which ACDI and its predecessor
organizations have conducted activities in collaboration with
A.I.D. Currently, ACDI has on-going programs in all of those
countries. Also identified are 36 private non-governmental local
and national institutions that ACDI has assisted. In some cases
this assistance involved technical and management asssistance in
the establishment and initial operation of the national
cooperative institution. In some cases it involved short-term
consultants whose advice served to strengthen the institution.
Other cases involved short-term observation and training trips to
U.S. Cooperatives, and participation in technical 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
acaderic participants. £ totzl ¢f 26 individuals 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 etec. (6) Member Relations - ACDI must insure that the
members of its Board of Directors and all of ACDI's 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




4.

have been discussed with the contracts office. Verification of
the legal levels for salaries paid to PVOs and CDOs was obtained.
Salaries can exceed government ceilings provided the excess is
paid from non-government sources. The Contracts 0ffice pointed
out that overheads are awarded and rates established based on-
information provided in the proposals submitted for overhead
consideration. The information provided is verified by audit
before overhead is approved. All CDOs receiving overhead have
been verified by this process. (2) All CDOs are now required to
provide a salary breakdown of personnel funded by the grant, with
an indication of the percentage of time each employee devotes to
grant supported activities.

Issues Specific to ACDI: The review committee wanted to know if
ACDI receives overhead for non-A.I.D. supported projects. ACDI
explained that a fixed general administrative support charge is
levied on all projects funded from non-A.I.D. sources, at the
same rate (13.5%) charged on A.I.D. supported projects. The
second issue was how does ACDI determine the funding level needed
for its program? This determination is made based on the minimum
level of professional staffing needed to adequately respond to
existing and prospective levels of project activity.

Field View of ACDI: Mission responses to a cable request
regarding ACDI in January of 1982 were highly favorable. A
response summary follows: In Guatemala, ACDI's personnel were
"very good, and the project is proceeding well." The Bolivia La
Merced Cooperative has achieved "self-sufficiency earlier than
expected and can be continued with only minimum short-term
assistance." The Mission went on to praise ACDI's worked and its
ability to address area specific needs. In a separate
subcontract, the Mission said ACDI has provided "valuable
recommendations to improve administrative and financial
capability of several of the integral cooperatives established
under the small farmer organization project." The Kenya Mission
said "ACDI consultants appear to have done their respective tasks
with great interest for cooperatives as befits their long
association with cooperatives in the U.S." The Mission added
that ACDI personnel were "respected by the people in the agencies
they were attached to or work with. This is particularly true
with the long-term consultants who have had more contact with the
local cooperatives and CMP agencies." Finally, the Egypt Mission
salid that ACDI field staff were "competent and industrious" and
that the "Washington offices of ACDI and CLUSA have furnished
adequate backstopping support.”

Budget Summary: The proposal calls for a three-year commitment,
beginning FY 1983. ACDI proposed a total budget of $2,210,000
over a three year period. Due to overall budget contraints,
however, PVC is recommending a total 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

subject to annual review. )
APPROVED ‘ ;QE:G{;

DISAPPROVE

DATE frz—

Clearances:

AFR/DP, HSmith _ draft date 11/30

ASIA/DP, ASilver _drarvti date _11/29
ASIA/DP, LKuhn, draft date 11/29
LAC/DP, PMaguire, _draft date _12/1
LAC/DP, NMaurice, _draft date 11/30
NE/TECH, JMiller draft date 12/1

NE/TECH, RMorrow draft date 12/1
FVA/PVC: wé@?@gﬁB: gsb: 11/26/82: X53494




