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PROJECT AUTHORIZATION

Names of Recipients: Institutes of Economic and Social
Regearch cof the Caribbean Basin
(IESCARIBE), Permanent Secretariat for
Central American Economic Integration
(SIECA), and Central American Institute
for Business Administration (INCAE)

Name of Project: Economic Policy Research

Number of Project: 596-0147

l. Pursuant to Section 106 of the Foreign Assistance Act of
1961, as amended, I hereby authorize the Economic Policy
Research Project with the Institute of Economic and Social
Regsearch of the Caribbean Basin (IESCARIBE), the Permanent
Secretariat for Central American Economic Integration (SIECA),
and the Central American Institute for Business Administration
(INCAE) (collectively the "Grantees"), involving planned
obligations not to exceed One Million Seven Hundred Thousand
United States Dollars ($1,700,000) in grant funds ("Grant") over
a two and a half year period from the date of authorization,
subject to the availaebility of funds in accordance with the
A.I.D. OYB/ allotment process, to help in financing foreign
exchange and local currency cosgsts for the project. The planned
life of the project is two and a half years from the date of
initial obligation,

2. The project ("Project") consists of support to IESCARIBE,
SIECA and INCAE in order to support research activities at
Central American universities and economic research institutes.
The project will strengthen the present capability of these
institutions to produce policy-oriented research and improve the
viability of the institutions to contribute to economic policy
reform efforts over the long term.

3. The two Cooperative Agreements and a Project Grant Agreement
which may be negotiated and executed by the officer to whom such
authority is delegated in accordance with A.I.D, regulations and
Delegations of Authority, shall be subject to the following
egssential terms and covenants and major conditions together with
such other terms and conditions as A.I.D. may deem appropriate.
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A. Source and Origin of Commodities, Nationality of Services

Goods and services, except for ocean shipping, financed
by A.I1.D. under the Grant shall have theilr source and origin in
the United States and the Central American Common Market, except
as A.I.D. may otherwise agree in writing. Ocean shipping
financed by A.I.D. under the Grant shall be financed only on
flag vessels of the United States, except as A.I.D. may
otherwise agree in writing.

B. Conditions Precedent to Disbursement to SIECA for
Project Activities

1. First Disbursement

Prior to any disbursement, or to the issuance of
commitment documents under the Grant with SIECA to finance any

project activity, SIECA shall, except as A.l.D. may otherwise
agree in writing, provide to A.I.D. the following:

(A) &an opinion of Council acceptable to A.I.D, that
this Agreement has been duly authorized and/or ratified by, and
executed on behalf of the Grantee, and that it constitutes a

valid and legally binding obligation of the Grantee in
accordance with all of its terms;

(B) 2 statement of the name of the person holding or
acting in the office of the Grantee specified in Section 8.2 and
of any additional representatives, together with a specimen
signature of each person specified in such statement;

{(C) evidence that the Centro de Estudios e Investiga-
ciones Especificas (CEIE) has been formally established within
SIECA with provision for a full-time director and core staff,
and sufficient autonomy and authority to develop work plans,
hire technically qualified staff, make and supervise subgrants,
and assure accountability for A.I.D. funds;

(D) designation of the representative and alternate to
the Project Steering Committee;

2. Additional Disbursement:

Prior to any additional disbursements under the
Grant, or to the issuance by A.I1.D. of documentation pursuant to
which disbursement will be made, SIECA will, except as the
parties may otherwise agree in writing, furnish to A.I.D., in
form and substance satisfactory to A.I.D.:
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(A) evidence that funds have been budgeted by SIECA to
support at least one fourth of the coets ¢of CEIE, and a
significant portion of the costs of improving the statistical
and publications functions of the institution;

(B) submission of a first year annual plan acceptable
to A.I.D, which will include (a) studies and dissemination
plans; (b) SIECA statistices and library program plans, and (¢) a
procurement plan.

(C) submission of a model or standard subgrant/
subcontract agreement for studies that ies acceptable to A.I1,.D.;
and

C. Covenants

The Grantees shall covenant that, unless A.I.D.
otherwise agrees in writing, they will:s

(1) provide adequate support and information to
evaluation teams conducting evaluations of the project during
the life of the project and at the end of the project.

(2) maintain communication and provide progress reports
to the A,1.D. Mission for the Central America Region with regard
to the activities of the Grant-financed activities in each
country.

(3) ensure that technical assistance provided under the
Economic Policy Research project is distributed among
participating countries with respect to relative need and
present capability.

MMOY\
Regional Directox °

Regional ice for Central Amexican
ograms
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ECQNOMIC PCLICY STUDIES PROJECT

(596-0147)

I. SUMMARY AND RECCQMMENDATIQNS

A. Recommendations

The Project Review Committee of ROCAP/Guatemala recammends the
authorization of $1,700,000 for the Economic Policy Research Project, to be
distributed among four entities in the following manner: a Project Agreement
with the Permanent Secretariat of the Central American General Treaty
Organization for Economic Integration (SIECA) ($650,000), Cooperative
Agreements with the Central American Institute of Business Administration

(INCAE) ($484,250), and the Institutes of Economic and Social Research of the
Caribbean Basin (IESCARIRE) ($192,750), and ROCAP ($373,000).

B. Background Summary

Better economic policies within and between countries, and with the
rest of the world are critical to accelerating economic growth and improving
the distribution of its benefits. A key element to improving policies is good
analysis of problems and broad dissemination of the findings and their
implications. Current statistical information is a necessary ingredient to
this effort.

Both the region's statistical base and its human resource base for
policy analysis deteriorated during the economic crisis period of the early
1980s, and the amount, quality, and public awareness of economic analysis has
been deficient. This is especially troublesome now. With the recent
emergence of new democracies in Central America, there is need for forging
acceptance, if not consensus, on hard economic choices that typically involve
hardship to same important groups in the short run.

ROCAP, in its recently approved Regional Development Strategy
Statement, gave highest priority to LAC/CAI Goal No. 2, Basic Structural
Reform Ieading to Rapid and Sustained Growth. Consistent with this, it added
ROCAP (pbjective 15: Promote Regional Economic and Trade Policy Development.

C. Project Summary

The Economic Policy Research Project is a 2 1/2 year effort with
coordinated grant support to SIECA, INCAE, and IESCARIBE for 24-months of
activities for policy research studies, strengthening research infrastructure,
training workshops, policy dialogue seminars, and technical assistance in
support of these activities. RCCAP will arrange for audits and evaluations,
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and will provide a PSC/Project Advisor for 30 months to oversee and coordinate
activities under the direction of the ROCAP Program Officer who will serve as
Project Officer. A team management structure will be created through a
Project Steering Committee, chaired by the Project Advisor, with
representation from each grantee--SIECA, INCAE, and IESCARIBE.

Economic policy studies will be in the broad areas of increasing
economic cooperation and improving trade policy in the Central American
region. The Grant to IESCARIBE will support technical assistance services of
IESCARIBE's Grant Coordinator and senior economists under short-term
contracts. The Grant to INCAE will support policy research by INCAE staff and
local institutions under subgrants. Same subgrants will include assistance to
improve the capacities of local institutions for policy research. The INCAE
grant will also support 5 skills upgrading workshops, and 5 dialogue seminars
to discuss research findings and their implications. The grant to SIECA will
support policy research studies imrhouse and through subgrants, 2 dialogue
seminars, and the strengthening of SIECA's regional statistics and library
programs.

II. BACKGRCOUND AND RATIONALE

A, Economic Background

Economic conditions in Central America are evolving into a stage of
growth following the period of crisis that began in 1979 and lasted through
much of the 1980s. The region's economies grew rapidly in the 1960s and 1970s
sparked by favorable prices for principal exports, the protection and
incentives of import substitution policies and the Central America Common
Market (CAQM) and relative political stability. In the mid-1970s the inherent
problems of import substitution policies became progressively more apparent,
Honduras withdrew from the CACM, and the oil-price shocks took their toll.

Gross domestic product dropped sharply in 1979 and per capita
growth became negative, and remained negative each year until 1987, when it
was positive at only 0.2%. During most of the 1980s, prices were low for
major export commodities, political instability was a major problem, Nicaragua
defaulted on regional trade debt, export trade fell sharply, and investment
declined and capital took flight.

The AID-supported countries of the region received sharply
increased A.I.D. economic assistance during the 1980s resulting from
implementation of the NBCCA's recommendations, and this sustained them ard
facilitated a turnaround in the region's economic situation. Regionalism and
regional cooperation subsequently revived in both rhetoric and actions, with
leadership primarily by Costa Rica and Guatemala. The most dramatic example is
the Central American Peace Plan subscribed to by the five Central American
Presidents at Esquipulas, but is buttressed by many other actions, including
renewed interest in SIECA and ICAITI, including the naming of new leaders for
each and improved quota payments to regional institutions.
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Table 1 presents the main macroeconamic conditions characterizing
the state of the economies during the growth, crisis, stabilization and
revival periods. The reversal of the downward spiral in overall production is
the broadest indicator of this turnaround. After average annual growth of
Gross Domestic Product (GDP) of 5.7% during 1970-1978, the annual average
declined to 1.6% and —2.1% in the 1979-1980 ahd 1981-1983 periods, before
recovering to 1.6% annually during 1984-1986 period, and 2.7% in 1987.

TARLE 1

Gross Domestic Product for Central America: Annual Averages
for the Four AID-Supported Countries

1970-78 1979-80 1981-83 1984-86 1987

Average Annual
GDP Growth Rate 5.7% 1.6% -2.1% 1.6 2.7% &/

Sources ROCAP, using country data from the World Bank,
World Development Reports

e/: Estimated, using country estimates from AID/LAC/DP.

Although the fit with other data would not be perfect, and not all
the desired data are readily available, reviews of published data on trade,
balance of payments, public sector deficits, foreign and domestic investments,
and capital flows are supportive of the conclusions derived from the GDP data.

The recovery is still precarious, although economic conditions have
substantially improved. The most significant shortfalls have been in
Guatemala, where major U.S. funding did not begin until an Economic
Stabilization Program was implemented in 1986, after the transition to an
elected government, and in El Salvador, where continued guerrilla attacks and
destruction make economic stabilization recovery more difficult, and where a
major earthquake occurred in October 1986, causing a conservatively estimated
$822 million in damage to infrastructure alone.

The slowness of the recovery is also affected by external factors:
external economic trends have been worse than anticipated, and have been
characterized by sluggish world economic growth and unfavorable commodity
prices; and anticipated capital inflows have not materialized, due at least in
part, to the adverse political/military climate that still exists,
particularly the destabilizing political conflicts in Nicaragua and El
Salvador.
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The major internal factors are related to inadequate economic
policies, and lack of sufficient fiscal discipline, and it is to this
condition that this Project responds. Governments have been slow to make
econamic policy changes and, to varying degrees, have been reluctant to take
some of the steps necessary to resolve their economic problems. Also,
progress in exchange rate realignment has been substantial but remains
incomplete. In El Salvador the needed follow-up adjustments have not been
made following the major adjustment in 1986, and in Honduras, the exchange
rate remains a policy concern, and government deficits are still too large.
Fiscal deficits have been cut sharply, but further reductions are needed.

Implementing such structural economic reforms presents a dilemma for
fragile democratic governments. In the short run, such actions impose
economic hardship on some groups upon which the governments depend for
support. Over the long term, failing to correct underlying structural
problems will only lead to worsening economic conditions for the entire region.

B. Implementing Policy Reform in Central America

In all the policy reform efforts in Central America, the IMF, World
Bank, and A.I.D. have played major roles. First, staffs from the IMF, World
Bank, and A.I.D. have worked closely with the staff of the different
governments in the definition of the policy measures to be undertaken. At
times, this effort has been complemented by consul tants financed by A.I.D.
(e.g., through the Development Policy Studies Project in Panama), financed by
the World Bank through technical assistance loans (e.g., Panama and Costa
Rica), and through IMF technical assistance (e.g., members of the "panel of
experts" have assisted countries on tax reform). Second, the main donors have
conditioned their assistance on the implementation of policy reforms.

In all countries, key government officials have participated in the
definition of the policy measures. However, the perception of the general
public and major interest groups has been that the reforms are imposed by the
external donors, and that the governments have implemented the reforms merely
to obtain foreign financing. The social groups affected negatively by the
reforms have exploited this perception to attempt to derail the reform
efforts. In order to effectively implement policy reforms, the governments
need broad based support of the population. The lack of understanding of the
benefits that accrue from policy reform has been a key constraint to
structural adjustment programs, as has been recognized in a recent World Bank
report which reviews the experience with the first 20 structural adjustment
loans (SAL).

A.I.D.'s strategy for Central America focuses on achievement of four
broad goals: (1) short-term economic stabilization, (2) basic economic policy
reforms which permit rapid and sustained economic growth, (3) a wider sharing
of the benefits of growth, and (4) the strengthening of democratic
institutions and respect for human rights. The strategy seeks, through policy
dialogue, to encourage policy reforms which increase economic and political
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freedoms, as well as management improvements which reduce the costs of public
services.

These economic and social goals cannot be achieved in democratic
societies simply by insisting that governments apply predefined policy
actions. Successful development policy must be based on broad understanding
of the reasons for proposed policy changes and their likelihood of success.
Costa Rica, the most successful country in carrying out a structural
adjustment program, is also the country with the most informed public
awareness of economic issues, and the most visible public debate on
alternative approaches. ‘

Thus, success in reaching A.I.D.'s goals requires not only that
governments be convinced of the need for such actions, but that the climate of
informed opinion in the region is supportive. Crucial to the evolution of
informed opinion is awareness of economic conditions and alternative
approaches. The proposed project seeks to improve the climate for econamic
adjustment and growth over the medium term by promoting research by Central
American institutions into the most important policy-relevant areas of
economics, and fostering a higher level of economic sophistication in the
region.

C. Regional Institutional Capacity

The design of the Project is directly responsive to the
institutional capacity for policy analysis in the region. There is agreement
among Central American and outside observers as to the insufficiency of policy
analysis undertaken by researchers of the region, both in terms of the numbers
and scope of studies, and the depth and quality of many of them. In part this
is due to the shortage of qualified analysts and in part to the lack of
organizational and financial support for this type of work.

Economic analysts are generally faculty members of university
departments of economics or associated research institutes, principals in
private research institutes or firms, staff of the major regional institutions
and national business associations, or working in government or central
banks. During the economic crisis years in Central America, the universities
were seriously disadvantaged and lost many qualified staff members. Now there
is a sparse cohort of well-trained younger economists to recruit from.

Private research organizations grew to become relatively more important,
having been formed by or attracted former faculty members. It was the
consensus of the participants at ROCAP's Project Development Workshop held in
June, 1988, that these organizations represent the richest pool of talent for
recruitment to new work, providing that direct support is made available. The
public institutions, national and regional, also recruit qualified and
experienced staff at high levels, but they are absorbed by immediate
concerns—'"putting out fires" was one characterization of their use of
time--rather than study and analysis in depth. The biggest exception was the
staff of the central banks, where some in-depth studies are carried out, but
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seldom are the results available to the general public or interest groups not
allied with the political party in power.

Another factor is that there is little indigenous funding for public
policy dialogue, so that even those studies that are available for
dissemination and discussion have little circulation. Furthermore, the
journalists for the major newspapers of the region often have little
sophistication in economic matters and do not play a significant informative
and mediating role in this area.

SIECA has a general mandate to produce studies, policy options, and
recommendations for member governments, and with the renewed interest in
regionalism and econamic cooperation, many specific ones as well. In an
action designed to make SIECA's research unit better coordinated with and more
responsive to its leadership and new responsibilities, it has recently been
reorganized as the Center for Studies and Specific Investigations (CEIE is its
acronym in Spanish). Previously know as ECID, it had operated for many years
with considerable independence, supported in large part by external donors for
specific projects of interest to them. Recently, under SIECA's new Secretary
General, the reorganization was carried out so that the study activities have
a closer relationship to the priorities of his office.

CEIE will be guided to do studies closely related to the overall
program of SIECA and the Vice-Presidents and Ministers who provide a large
part of SIECA's agenda. SIECA's areas of proposed studies in its project
proposal are focused on economic integration and trade expansion.
Unfortunately, the financial situation at SIECA has not improved sufficiently
to support a sizable research staff from general funds and it is requesting
project funding from other donors to expand and continue activities at a
significant level until conditions improve. The regular staff of SIBECA is
heavily committed to the many initiatives assigned to it as a result of the
new emphasis on regional cooperation, and SIECA is promoting a linkage between
the proposed research activities under the proposed grant and its ongoing
activities.

INCAE has the largest concentration in the region of staff with
advanced degrees in the fields of economics and business administration, but
it is heavily engaged in teaching. It also depends heavily on project funding
for its research and dissemination activities. INCAE has been successful,
especially in the dissemination area, and has held numerous national and
regional dialogues with mixed groups of high level individuals from the
public, private, military and labor sectors. ROCAP has been one of the donors
for these activities through its Export Management Training Project.

IESCARIBE is a network of faculties of economics, research
institutes, and other institutions concerned with economic research in the
Caribbean Basin. This network has been formally constituted in three
different countries, by order of occurrence, as IESCARIBE-Santo Domingo,
IESCARIBE-Florida, and IESCARIBE-Costa Rica.
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IESCARIBE's publications have few articles authored by professionals
from the Central American region, with the exception of the November, 1987
publication of IESCARIBE-Costa Rica that reported on its study of
industrialization and trade in the Caribbean Basin carried out with a $600,000
grant from the Inter-American Development Bank.

IESCARIBE-Florida was the recipient of AID/W grants of $5,000 and
$80,000, and was a candidate to be the pPrimary grantee of this Project.
However, it was reviewed, but not approved for the management of a grant of
the magnitude originally contemplated. It was, however, judged qualified for
more modest support, and its proposed role in the project as it is currently
designed is consistent with this.

The shortage of current macro and micro-economic statistical data
and regional library facilities are the final elements in the review of
institutional capacity. SIECA had been the prime source for overseeing,
collecting, publishing and otherwise making data available for the region.
Its program suffered badly from the financial stringency during the recent
economic crisis period, which affected both SIECA and the national
institutions that are its primary sources of data, and the ability of its
library to serve as a quality regional resource.

D. Project Development Issues

Issues were raised at the PID DAEC review held on July 10, 1987 and
the PP pre-issues meeting held October 13, 1987, based on the project's
developmental work in Washington. These issues were first addressed in the
AID/W draft Project Paper which was passed subsequently to ROCAP and which
forms the basis for this document. The issues that were raised are discussed
below with the addition of new information where appropriate.

1. Project Purpose — The PID DAEC recommended a more precise
Purpose statement to emphasize the improvement of economic research and avoid
the impression that this short project would directly affect policy reform.

The purpose statement and related objectively verifiable
indicators were revised to emphasize the increase in the quality and quantity
of economic research and analysis. The purpose also reflects the importance
of raising the level of dialogue on critical economic policy issues. (See
Annex B. "Logical Framework'.)

2. Participant Training - The PID DAEC discouraged the
inclusion of participant training in the PP given the short life of the
project. The suggestion was made that CAPS might be a more appropriate
vehicle for such training.

The formal long-term training activities were deleted fraom
the project.
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3. Criteria for Selection of Subproject Research - The PID DAEC
called for better identification of the research topics to be funded and the
criteria for proposal selection to ensure that research will be pertinent to
important economic policy issues. Linkages with U.S. universities and
economic research institutes were also encouraged.

Study topics have been proposed by SIECA and INCAE following
guidance from ROCAP concerning policy relevance. The responses fell within
the guidelines suggested, but lacked specificity so that more effort is
required to refine them. A process has been built into the initial stage of
the project which will include inputs from senior economists from the U.S.
and the region, as well as USAID economists. Decisions on subgrant proposals
within the grants to INCAE and SIECA will be made using criteria directed to
policy relevance, timeliness, and potential quality of the product.

4. Proposal Review Committee and Selection Process - The PID
DAEC requested that the composition of the Proposal Review Committee (called
the Subproject Review Committee in the draft PP that was reviewed at that
time) include Latin American representatives as well as U.S. econcmic experts,
and that A.I.D. participation on a Senior Review Committee (SRC) not be
definitively precluded. A two step proposal selection process was
recommended, with a first cut made before the final review.

Following internal reviews at SIECA and INCAE, a Project
Steering Committee, comprised of representatives from each Grantee and chaired
by ROCAP, will be augmented by U.S. and Latin American experts to review and
recommend sub-projects for funding. The ROCAP Project Advisor will be
responsible for obtaining inputs from interested USAID missions.

5. Regional Distribution of Funded Proposals — The PID DAEC
recommended that an upward limit be established on the level of resources for
any one country.

The design now calls for funding research by a subgrant or
subcontract, augmented by assistance for institutional strengthening where
necessary, with roughly equal geographic balance in each country.

6. Life of Project and Level of Funding - It was decided at the
PID DAEC that the 18 month Life of Project and the $1.0 million project budget
were not sufficient.

The length of the project has been changed to 30 months and
funding increased to $1.7 million. In anticipation of the possible need for
additional funding, the Congressional Notification contains a funding-level of
$2 million. ROCAP monitoring of the Project, audit, and evaluation activities
are funded over the full 30 months. The proposed grants to SIECA, INCAE, ard
IESCARIBE are for 24 months, with the possibility of extending them if
additional funding becomes available. (See VI. "(ost Estimate and Financial
Plan.")
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7. Evaluation - The PID DAEC requested that the second
evaluation concentrate on the quality of research produced and that it make
recommendations about how to make the follow-on project effective.

A mid-term review of progress will be made after 12 months
by AID/RCCAP, and a final evaluation will be conducted after 24 months of
project activities which will evaluate the quality of the research being
performed and the institutional strengthening efforts.

8. Implementing Capability of IESCARIBE - The PID DAEC
recommended that the design team consider a different grantee given the
uncertainty over IESCARIBE's capability.

Potential grantees other than IESCARIBE-Florida were
considered, and SIECA and INCAE were selected as the primary grantees.
IESCARIBE-Florida was judged to be able to make a needed contribution to the
Project and will also be a grantee, but at a level of support that is
consistent with SER/OP's assessment of it's management capacity and the sense
conveyed in the DAEC review.

IESCARIBE-Costa Rica is a likely participant in the Project,
as a sub-grantee or sub-contractor of INCAE and/or SIECA. The participation
of IESCARIBE-Santo Domingo is not under consideration as it is located outside
the region and has had no experience in the region.

9. A.I.D. Management — The PID DAEC called for the PP
development team to determine the feasibility of ROCAP or USAID/Guatemala
managing the project rather than LAC/DP.

This A.I.D. management issue was resolved as ROCAP was
assigned responsibility for the Project. See Annex H "LAC Cable Transferring
Project." RCOCAP management places A.I.D.'s Project Officer in Guatemala
City and will provide vigilant A.I.D. administrative support for the Project.

E. Rationale and Relation to A.I.D. and RCCAP Policies and Strategy

ROCAP, in its recently approved Regional Development Strategy
Statement, gave highest priority to LAC/CAI Goal No. 2 - Basic Structural
Reform Leading to Rappid and Sustained Growth. Consistent with this, it added
ROCAP bjective 15: Promote Regional Economic and Trade Policy Development.

In order to accelerate economic growth and improve the distribution
of its benefits, better economic policies within and between countries, and
with the rest of the world are critical elements. Direct governmental actions
cannot provide the needed investment in industrial and agricultural sectors,
or reactivate trade. However, both the public and private sectors need better
policies and improved planning and technical inputs to stimulate the domestic
and foreign private sectors to expand their participation in production and
trade.
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One key element in improving policies is to make good information
readily available. This includes both relevant, current statistics and policy
analysis and recommendations. Existing human resources need to be recruited
to this end in the region, and at the same time the analytical resource base
must be improved.

The success of policy reform efforts will depend, to a large extent,
on the understanding by major interest groups and the general public of the
costs and benefits of economic reform. Hence a major dissemination activity
is needed for both the private and public sectors, covering various interest
groups and the general public. Additionally, it is necessary to end the
misconception that the rationale for policy reform is to obtain financial
assistance from the IMF, World Bank, and A.I.D.

A program to strengthen the ability of public and private institutes
and faculties of economics in Central America to produce econamic policy
research will help mobilize support for the reform effort. For this to be
achieved, three conditions must be met. First, the main responsibility for
identifying the research topics and for directing the research must lie with
the researchers and institutions of the region, and the involvement of foreign
consultants must be circumscribed to the technical aspects of the research.

Second, the research must be policy oriented. Third, there must be ample
dissemination of research results.

It must be recognized that even if these three conditions are met,
improving the climate for policy reform in Central America will be a lengthy
procedure that will not be completed within the length of time proposed for
the implementation of this project. However, SIECA's official role in

promoting economic integration and trade expansion and frequent contact with
high levels in all the Governments of the region enhance the prospects for the

Project to have an impact during the LOP. INCAE has adopted a long—term
strategy that takes it beyond its original business school role to be an actor
in change in the region. Its contribution will also continue after the
project ends.

This project will generate policy analysis and recommendations of
publishable quality, and will strengthen the capacities for policy analysis of
the key regional economic development institution (SIECA) and a number of
national research entities (faculties of economics and private research
institutes). This will ultimately increase the probability of success of
policy reform efforts. Through the recruitment of senior professors to fill
the technical assistance inputs needed from outside the region, it responds
directly to the NBCCA recommendation that closer linkages be established
between academic institutions in the United States and Central America.
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III. PRQJECT DESCRIPTIGN

A. Goal, Purpose, and Outputs

This section defines the expected outcomes of the Project.

The Goal is to support economic policy reform and economic growth
through an expanded public policy dialogue and knowledge of public issues.

The Purpose is to increase the quantity and quality of economic
research and analysis by economic research centers and universities in Central
America on critical economic policy issues, and to raise the level of public
understanding and dialogue on those issues.

By the end of the project, the principal outputs will be the
following: .

1. Eighteen (18) directed economic policy studies, supported as
necessary by original research and data collection/analysis. Of these, 10
will be carried out by or through INCAE and will be national in scope. Three
to five of these will include assistance to strengthen the recipient
institutions' capacity for such research. The remaining 8 studies, mostly
regional in scope, will be carried out by SIECA or subcontracted by SIECA.
Hence, most will meet high standards, suitable for publishing and presentation
in seminars or workshops.

2. Sixteen (16) published studies, presented in monographs or

collections, depending on the audience or ultimate use (to be determined when
each proposed publication is reviewed for funding).

3. Seven (7) policy dialogue seminars or workshops, for economic
analysts, policy advisors, sectoral representatives, and decision- or
opinion-makers. Approximately 4 will be national in scope under INCAE
management, and 3 of a regional nature, 1 by INCAE and 2 by SIECA.

4. Up to six (6) completed assistance activities with economic

policy studies centers, one to strengthen the statistics and library programs
of SIECA and 3-5 to be integrated into INCAE study subgrants with non-profit
organizations, university faculties, or university-related centers.

5. Five (5) short courses will be conducted by INCAE for training
in such areas as research methods, computer use, analysis, or report writing,
according to needs identified during the review of the research capacities of
institutions of the region and fram experience in implementing the Project.

B. Project Components

This section discusses what will happen in each component during the
Project.



-12 -

The Project will have three main components, each intended to
alleviate the problem of inadequate policy analysis and decision-making.
These are (1) quality policy studies by selected investigators or
institutions, (2) dissemination and discussion of studies meeting established
standards, and (3) strengthening of the capacities of Central American
institutions to do policy studies. The participating institutions will have
specific roles in contributing to these components, as discussed below.

1. Quality Policy Studies

Through a meeting of USAID economists of the region and a RCCAP
sponsored workshop, the agenda of priority research areas will be refined and
agreed upon as one of the first activities under the project. Proposals will
be presented by INCAE, SIECA, and IESCARIBE. These will be shared among all
interested parties and reviewed at the first meeting of the Project Steering
Committee, to which outside experts will also be invited. Recommendations for
priority policy research areas and criteria for selection of specific studies
for approval will be developed in the meeting and will be submitted by the
Committee to ROCAP for its concurrence and approval. Thereafter, specific
study proposals, with budgets, will be submitted to ROCAP for approval by
INCAE and SIECA as part of their annual workplans, or as addenda to these
plans during the year. Some of the studies will be conducted by INCAE's and
SIECA's own staff or faculty, while others will be conducted by others under
subcontract or subgrants. Proposals will be solicited from members of the
IESCARIBE network and other qualified institutions, and a general announcement
will be distributed as well. Most of these studies, especially during the
early phases of the project, will be subjects of immediate interest and
relevance, that can be studied using existing data and research, leading in
the short run to discussions of policy alternatives and recommendations.

The terminology of policy studies as used in this project is
that a policy study will rely principally on existing data or research, is
problem-oriented and directed at decision-makers (and hence is written for
readers with a general grasp of economic theory and terminology), and presents
options, with their expected consequences. It is to be brief, containing
summaries, rather than exhaustive analyses of quantitative information.
Economic research, as used here, may be of two kinds. One is the compilation
of information to establish the parameters of a problem area and form the
basis for an assessment of the form and magnitude of a problem. The other is
concerned with applied theory, incorporating new or updated data in
econometric models or other theoretical frameworks and are directed at a more
sophisticated audience of economically literate readers, often serving as the
foundation of policy analysis. The emphasis in this project will be on
supporting policy studies, while recognizing that research will be required in
some areas, and will be desirable as part of the learning-by-doing capacity
building activity.

SIECA will be pursuing studies related to its mandate as a
regional development agency, falling within the following broad categories:
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New parameters for cooperation in development of Central
America (including factors of disequilibrium in Central American
economies; analysis of economic viability, supporting mechanisms
for trade; sectoral opportunities for trade expansion; and
others).

The challenge of reinsertion of Central America in world
trade (including structural rigidities in production and trade;
price rigidities, new trends in foreign demand and trade;
foreign trade mechanisms and conventions like GATT and GSP, and
others).

INCAE, with its expertise in business administration and its

interests in improving consensus among private and public interests in key
areas, will support studies related to SIECA's mandate such as:

— Policies for transition to growth
- Financial intermediation
—  Economic development and management capacity

SIECA’s research agenda is relatively less flexible than
INCAE’s, as it is externally established by its ministerial council. However,
RCCAP will not be the only source of funding for SIBECA, as new agreements are
being signed with Mexico, France and the EEC that will provide other
financing. SIECA will have flexibility within its overall program to decide
which study areas will be proposed for support by RCCAP funds, and in what
order of priority. INCAE, as an independent academic institution, has greater
flexibility within the Project's priority areas to pick areas of emphasis,
applying criteria of relevance and immediacy of interest to business, labor
and government, and building on its own areas of comparative strength and
faculty expertise.

Research priorities will be further refined during the early
phase of the project, as described previously. Each institution will carry
out a limited number of studies using its imhouse staff, while selecting,
supervising, and reviewing additional studies conducted by IESCARIBE member
entities and others. This approach is expected to assure that quality studies
are produced, while at the same time offering broader participation and
experience to research centers in each country. Each organization will
closely monitor the methodology and progress of studies it is carrying out or
supporting, so as to produce publishable products for presentation in forums.

2. Dissemination and Dialogues

This project is dedicated to the proposition that a policy study
has its greatest value when it is brought to the attention and consideration
of people who influence or make policy decisions. The first step will be the
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publication of at least 16 studies, initially as articles or monographs
authored by the principal investigator of each study, and possibly later in
collected form for related topic areas. Further, the author or the grantee
supporting each study will prepare journalistic summaries for distribution to
regional media if the primary report is not appropriate for this purpose.
Notwithstanding that the written word is a major step in influencing policy,
until those words are examined, challenged, and otherwise internalized, they
may be read and set aside under the pressures of other business. Therefore,
the project will support a series of structured policy dialogue meetings based -
on the studies that are produced, and involving awdiences of varied
backgrourds: leading individuals from government, business, media, labor
political organizations, and academia. In addition, SIECA, following its
traditional procedures, and using its own resources primarily, will review the
studies for the purpose of incorporating the results into its own processes
for presenting issues and recommendations for the consideration and action of
its member governments. Finally, it is likely that situations will arise in
which the acceptance of study findings and recommendations, and public
dialogues of the policy research studies, would be enhanced by gatherings of
economists who would examine the methodological and theoretical questions
involved in producing quality analysis.

Through cooperation among INCAE (with the most notable recent
experience and skills in assembling and facilitating mixed groups for such
discussions), SIECA (with its access to top-level national and regional
decisionrmakers on economic matters), and IESCARIBE (with its pool of
analytical talent and experience in organizing regional meetings of
economists), at least seven (7) national and regional intersectoral dialogue
sessions will be sponsored under the project.

3. Institutional Strengthening

The main instruments of institutional capacity-building under
this project will be investments in human talent, through training in economic
analysis, and investments in access to and manipulation of data. The objects
of this effort will be SIECA and selected other economic research
organizations in the region. Both have suffered setbacks in recent years, due
to financial pressures and more urgent priorities. In the case of the
economic faculties and study centers, staff capabilities need rebuilding, and
in the case of SIECA, its ability to serve as a bank of statistical data and
regular reporting on economic trends in the region (a basic resource for many
kinds of analysis) has stagnated. The project will conduct assessments of
economic study centers of the region early in the project with special
reference to local capacities to participate in the research agenda. From
this review, institutions will be encouraged to develop and submit proposals
for research and assistance. To the extent that external assistance would be
required to design an institutional strengthening proposal, IESCARIBE-Florida
will contract for the TA from the region or from U.S. university faculty
members. Institutional strengthening assistance will be provided to SIECA and
3-5 national centers of the region, with priority to institutions in countries
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with the least resources in this area. SIECA's needs have already been
evaluated, and the project will support a series of steps to restore its
capacity to assemble regional statistics, reestablish uniformity of concepts
and reporting from member countries, and produce reports and studies. Little
or no technical assistance from the project is contemplated for this activity
in SIECA, since both the United Nations Statistical Program and the
Interamerican Statistical Institute have resources available for this.

Training will be conducted largely in the region, drawing on
INCAE's ability to develop skills training in quantitative analysis, economic
research methodology, and preparation of reports. IESCARIBE will assist
through the recruitment of experts not otherwise readily available to INCAE
for specialized training determined to be needed by the project. 1In
exceptional circumstances, longer—term training up to one year may be sought
from other donors or funding sources for one or two key individuals from
economic research centers, although funding is not available within the budget
of this Project.

Data and document management and production capability will be
improved by several means: supplying upgraded computer equipment and software,

providing training in making better use of installed capacity, and promoting a
fresh look at data sources and methods of data collection.

The Project's assessment of research organizations may find that
there are other limiting factors to improved economic analysis, such as
inadequate space, furnishings, equipment, financial support, and other
incentives. This project's ability to affect all these factors will be
limited, though proposals will be considered that touch on these areas, and
recommendations may be made to other donors, including bilateral USAIDs. It
is not our intention to develop a dependency relationship on RCCAP or its
implementing grantees. We will maintain a preference for one-time investments
that are likely to have a lasting effect on an organization's capacity, and
avoid recurring expenditures.

C. Project Management

This section describes how the project will be carried out.

The project will rely on three established regional organizations,
each having complementary interests and capabilities, working under the
leadership of ROCAP. As the project moves forward, the RCCAP role may be
reduced, as discussed below.

1. RCCAP Management

RCOCAP will administer the project through its Program Office
which is responsible for overall strategic and economic policy issues. A
senior economist with project management experience will be contracted as the
Project Advisor. The advisor will oversee the effort on a daily basis,
offering advice and counsel as needed and being the primary contact with
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AID/ROCAP. The Project Advisor will chair the Project Management Team, and
prepare the agenda for the meeting of USAID economists and the workshop to
refine the research agenda.

2. Project Steering Committee

Each participating organization—-SIECA, INCAE, and IESCARIBE--
will name a senior staff member to the Project Management Team. The Project
Advisor will represent ROCAP, and will chair the Team. ROCAP will consider
the possibility of rotating the leadership to other members as the project
matures.

This team will have as its responsibilities the overall planning
and coordination of the Project, including setting priorities for research and
institutional strengthening, publications and seminars, and reviewing
proposals and final products (See Annex H for more detail).

Members of this team will be invited to part1c1pate in technical and policy
seminars.

3. Management of Studies

The first step in this process will be to establish more
specific research priorities-——a research agenda. This will also serve as the
framework for institutional strengthening. The research agenda will be based
on current programs and proposals of SIECA, INCAE, and IESCARIBE (some of
which date back to the original project concept), and the comments of USAIDs

of the region.

At the beginning of the Project, USAID economics officers from
the region will be invited to meet to discuss and suggest research topics for
the project with the Project Steering Committee. The Committee will review
and recommend research priorities for the project to ROCAP. The approved
priorities will serve as a shared set of ground rules for selecting and
managing studies for first year activities and for the life of project,
(although they may be revised and adjusted over time). They will also provide
a focus for assessing the research interests and capacities of institutions of
the region. In addition, the Ministers of Economy and/or Integration will be
asked by ROGCAP to name a technical liaison person to the project who will be
asked to indicate country priorities and who will be kept informed of project
plans and activities.

In developing the research agenda, as well as in the reviews of
specific proposals, every effort will be made to determine at the outset who
the audience(s) will be in each case. This will help to decide the kinds of
publications, workshops or seminars that will follow from each successful
analytical product, rather than waiting until the study is campleted to make
such plans.
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Decisions will also be made about which studies will be
conducted in-house by INCAE and SIECA, and which sub-granted. In the latter
instance, we expect that some studies will be granted directly to known
proposers, while others will be open for limited competition. This partly
reflects the experience of INCAE under its present ROCAP project. INCAE found
that open solicitations to the research community to present proposals within
broad study areas resulted in a limited number of poor quality proposals on
topics either unrelated or only marginally related to the intent of the
program. This suggests that, at least in the early phases of this project, a
more directed approach will be appropriate. The assessment discussed below
will provide another basis for deciding how the external studies will be
distributed among the research community in the region.

4. Management of Institutional Strengthening

This component of the project focuses on two areass improving
the capacity of Central American research entities, both those that are part
of the IESCARIBE network, and those that are not (and may aspire to be); and
improving or restoring the functions of SIECA in conducting research and
providing statistical services to the policy and research cammunity.

ROCAP and the participating institutions in the project have
determined that an assessment of current capacity of research organizations to
conduct policy research is needed, and should be conducted jointly in each
country by a team comprised of the Project Steering Committee and at least one
independent expert. USAID economists will also be invited to participate, but
IESCARIBE will contract for one or more independent experts as needed to
complete the review team. This will assure objectivity and that the reviews
are conducted in the context of the research agenda for this project. The
assessment, to be conducted early in the project, will collect and evaluate

information on such matters as:

o The charter of the organization (type of entity, overall
purpose, degree of autonomy);

o Program focus and activities carried out in recent years
(teaching, research, publishing, seminars, data services,
other);

o0 Studies completed (when, for whom, quality of product);

0 Philosophical or political orientation, if any;

o Facilities and equipment (work space, library,
computers/word processors, etc.);

o0 Personnel structure, qualifications, skills, fulltime or
part-time staff, salary structure, etc.;
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o Financial condition, sources, financial accounting/reporting

capability;

0 Current concerns, plans, interests as related to Project's
study agenda;

o External perceptions of institution's abilities, areas for
improvements.

The assessment will also provide an opportunity to discuss the
project, its purposes and audiences, and determine which organizations have
the interest and ability to become involved in either studies or
training/improvement plans.

The assessment will cover three to five research centers in each
of the four countries, and will be compiled by the Project Steering Committee
and presented, with a summary report, to each institution represented on the
assessment team, including ROCAP. The report will rank the institutions
according to their capacity for immediate participation in studies, or their
suitability for institutional strengthening support. Selection for support
will also depend on how well the institution's interests and capabilities
relate to the research agenda. Strengthening proposals will probably result
from a negotiated package of assistance (training, computer or software
upgrading, possibly other equipment, and/or research support). Technical
assistance that may be required for the development or implementation of any
assistance package will be requested from the IESCARIBE grant.

IVv. PRQJECT ANALYSES
A. Technical

Technical feasibility of the plan to support quality policy research
on critical Central American economic issues by institutions and analysts of
the region, to disseminate the findings and their implications, and to enhance
the institutional capacity for such research, is summarized below. (For more
detail, see Annex H.1.).

There is a shortage, but not an absence, of skilled analysts in the
region. The scarcity of funding limits the level of their activity. By
budgeting funds for quality research, it seems reasonable to assume that local
experts can be recruited for such work. The plan to fund a part of this work
inhouse and some through contracts or subgrants appears to be consistent with
the reality of the region.

The high-level technical assistance that is planned will be needed
to fill knowledge gaps, offer an independent orientation, and confirm the
methods and direction taken in local research efforts. Technical assistance
will be provided through the grant to IESCARIBE/Florida, which has a roster of
economists from U.S. universities.
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The Project has plans for appropriate selection criteria for
subgrants, and one of the first activities will be a RCCAP meeting of the
Project Steering Committee to refine and focus the research agenda, and refine
selection criteria to be used by all. ,

Dissemination activity plans appear to be complete and within the
capacity of the region to conduct them, including various types of
publications and dialogue seminars. In addition, SIECA has its own
established means of commmicating analysis and policy options to member
governments.

There are questions as to the administrative efficiency of all three
potential grantees, and the ROCAP Project Advisor should remain alert to the

possible need for assistance to the grantees in this area.
B. Economic

The Project will develop economic knowledge and enhance analytical
expertise, and increase awareness of policy options to increase economic
growth. The relationship between project inputs and outputs appears to be
sensible. However, it is not reasonable to expect that policy changes will
necessarily follow careful analysis of options and consequences.
Notwithstanding, providing better information and analysis, with dialogue
among leaders in the major fields of interest, will improve the climate for
improved policies and increase the likelihood that they will occur. This is
the best approach consistent with democratic principles.

The need for more and better policy analysis and dialogue results
from the recent history of the region. Central America underwent severe
economic contraction in the early 1980s. 7Total production declined annually
causing per capita income to drop by 12% over the period 1980-1983. The
decline was reflected in a sharp drop in private investment, capital flight,
and general deterioration of the economic climate. External factors
influenced the economic down-turn. However, internal factors such as
inadequate economic policies and lack of fiscal discipline also played a major
role. Governments can be reluctant to make necessary policy reforms and
impose fiscal restraint because the actions often impose economic hardship in
the short run. The motivation of governments to adopt selected reforms is
increased if the opposition to such reforms is lessened. This is one of the
major outputs sought from the project, for the payoff for trade and the
economies of the region could be substantial.

The planned research will be largely in the areas of economic
cooperation and trade expansion, and the focus will be on practical, policy
relevant work with widespread dissemination and dialogue. This is entirely
consistent with ROCAP's recently approved five-year Regional Development
Strategy Statement which gave priority to basic structural reform and the
promotion of regional economic and trade policy development.
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More specifically, the project will support studies of economic
policies for improved economic cooperation in the region and expansion of
trade, including the integration of the region into world markets. There is
also interest in including studies to accelerate private sector development,
and to better understand the informal sector. Knowledge in the former areas
is central to making balance of payments and domestic fiscal adjustments that
are needed to achieve economic growth. Trade and labor policies are important
in removing restrictions that misallocate resources and constrain growth.

If the project also succeeds in improving the capacity of a few
institutions and economists, particularly younger ones, to become more
interested in and to undertake such research, an even greater long-run benefit
will ensue.

C. Social Soundness

In the judgement of the Project Design Team, the project is socially
sound. It is the intention of this project to develop the capacity of
institutions in participant countries to conduct research on economic policy.
In so doing, we seek to begin a process, which will doubtless have to extend
over several years, of enabling Central Americans to take more control of
their economic destiny, based on their own understanding of economic forces,
choices, and consequences of their decisions. This will move them gradually
away from dependency on externally conducted or imposed studies. Women will
be benefited from the project as a consequence of the relatively high
proportion of women that have been trained in economics and who hold
responsible positions in the region. 1In reviewing research and institutional
strengthening proposals, special efforts will be made to support proposals
from countries that have less—well developed research capability and which
incorporate female professionals.

During the Project, we will also seek to provide opportunities for
students who are middle and low income to improve their skills and their
capacity to train the next generation of economists in Central America. The
project will also provide the opportunity to improve economic policies which

can enhance the possibilities for economic growth and improve the welfare and
standard of living for the general population.

D. Administrative

This section summarizes the analysis of the participating
organizations, and their selection for the project, in terms of their capacity
to carry out the work of the project. This section also reviews ROCAP' s
proposed management.

1. The Cooperating Institutions

Given the current state of economic research capacity ard
project management capacity in the region, as well as the limitations
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identified by the LAC/DP project design and review, three potential grantees
emerged: the Secretariat for Central American Economic Integration (SIECA),
the Central American Institute for Business Administration (INCAE), and the
Institute of Economic and Social Research of the Caribbean Basin (IESCARIBE)/
Florida. SIECA and INCAE are of the Central American region, but neither has
the capacity to implement the project by itself. IESCARIBE is based in
Florida and its network of institutions in Central America, apart fram SIECA,
appears to have limited capacity for a large scale research effort. The
conclusions drawn seem to be highly appropriates use all three institutions in
ways to draw on each one's comparative advantage, and incorporate a management
system that is likely to assure coordination and collaboration.

SIECA is the treaty organization of the Central American
Governments for Economic Integration and Trade Expansion. It is an
institution undergoing change and restructuring as a result of the revived
regionalism that has occurred recently, and the appointment of a new Secretary
General. SIECA has created a private sector advisory board, and works with an
advisory committee of regional institutions (CABEI, ICAITI, INCAP, etc.). The
former economic studies arm of SIECA, called ECID, has been incorporated more
closely with the office of the Secretary General, and has been renamed the
Center for Specific Research and Studies (CEIE is the Spanish acronym).

ROCAP's current efforts with SIECA are limited, but it seems
reasonable to expect that CEIE can effectively manage some studies in-house
and contract out for others, as was described in its proposal to ROCAP. SIECA
also is prepared to review the findings and recommendations from the research
for incorporation into its activities with member governments for enhancing

economic integration and trade development.

SIECA has also been eager to improve its statistics and library
programs which had declined during the period of financial stringency during
the early 1980s, and has detailed plans and staff available for this work.

The justification for a grant agreement with SIECA is based on
(a) its unique role in the region as a source of data, analysis, ard
discussion of regional macro and sectoral policies and actions; (b) its newly
revived mandate in the areas of studies and policy forums; (c) its known
capability to manage AID funds, including subgrants, contracts and other
procurements, and (d) its demonstrated commitment to the objectives of this
project.

INCAE's involvement in Economic Policy Studies dates fram 1986
when it established its Center for Policy Studies and Applied Economics. The
Center has held over 30 policy forums for mixed groups of participants on
subjects such as industrial policy, strategic options for economic recovery,
and programs on economic stabilization and adjustment. INCAE has also a fine
reputation in training as a result of its graduate degree programs, and it
publishes a journal of economics and manages a small program of subgrants for
policy studies.
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As a regional private institution dedicated to both academic and
skill training, supported by applied research, INCAE offers a distinctive
resource for this project that we do not believe could be improved upon by
soliciting other proposals.

IESCARIBE is a consortium of independent research institutes,
faculties of economics, and other institutions in, or concerned with, the
Caribbean Basin. IESCARIBE/Florida, the legal entity, was assessed as a
potential grantee by SER/OP. It found that IESCARIBE had performed well under
small grants and contracts for studies and seminars, but that it lacked the
administrative structure to manage a project of the planned magnitude and
complexity. The Bureau concluded, however, that a smaller grant would be
appropriate, and ROCAP feels that IESCARIBE can make a highly beneficial
contribution to the project.

ROCAP will make a grant to IESCARIBE-Florida to be used for
recruitment of experts for special purposes, and participation on the Project
Steering Committee. The head of the Florida office who will work part-time on
the project (about 60 days/year), plans to resign from his Economics
Department Chairmanship at Florida International University, and to hire
necessary support staff to assure effective administration of the recruitment
and fielding of experts.

Many of the member institutions of IESCARIBE in the region, with
the exception of SIECA, seem to lack the depth or experience to conduct policy
studies of quality without extensive external assistance, and they will be
encouraged to consider applying for the institutional strengthening activities
of the project.

2. RQCCAP

One of the determining factors in the transfer of this project
from LAC to ROCAP was the increased capability of the ROCAP Mission that
occurred with the creation of a separate Program Office, headed by an
economist, in January of 1988. This increased ROCAP's ability to work in the
economic policy area, to interact knowledgeably with other USAIDs on such
issues, and to effectively supervise a PSC economist/project advisor.
Backstopping in the areas of grant management and procurement will be provided
by the Project Development Office and the combined USAID-RCCAP offices for
administration and contracting. The team management structure will allow
careful monitoring of project activities by a fulltime Project Advisor (PSC)
under the overall guidance of the Program Officer.

3. Conclusion

We have concluded that this mix of institutions will offer an
opportunity for a rich exchange of ideas and mix of studies that address
regional and country policy concerns. The institutions' representatives met
in ROCAP's intensive workshop in June, 1988 on the design of this project, and
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again at the VII ILatin American Meeting of the Econometric Society during

August in San Jose, ard have developed a sense of teamwork and shared interest
in working together on the Project.

V. PRQJECT IMPLEMENTATICON

A. Administrative Arrangements

1. Structure

The organizational structure and relationships established to
carry out the Project activities described above are shown in Figure 1 on the
next page. Within ROCCAP, the project will be managed by the Program Office,
with the Program Officer as the Project Officer. The day-to-day oversight and
technical guidance will be the responsibility of a Project Advisor, a PSC
economist recruited for and paid from the project and who will report to ROCAP.

2. Project Steering Committee and Project Officer

The Project Steering Committee, chaired by the ROCAP Project
.Advisor and with additional members appointed by each grantee (SIECA, INCAE,
and IESCARIBE), will coordinate between grantees, provide general direction,
conduct the assessment of local institutions, and review the research and
institutional strengthening proposals and make recommendations to ROCAP.

Administrative approval for disbursement of funds vouchers will be by the
ROCAP Project Officer.

3. Subgrants or Subcontracts

Subgrants or subcontracts will be made by both SIECA and INCAE
to fund approved proposals for quality research (SIECA and INCAE) and for
institutional strengthening (INCAE). The institutional strengthening grants
may include support for research that will provide experience (learning-by-
doing), along with other assistance.

B. DNegotiating Status

All of the participating institutions presented preliminary
proposals which were discussed extensively in ROCAP's project design
workshop. Revised versions have been prepared and reviewed and based on these
revised proposals, each has presented a formal request for assistance. No
major problems are expected in arriving at agreements on the terms of the
grants.

C. Conditions Precedent for SIECA

1. Conditions precedent for first disbursement to SIECA for first
quarter activities:
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FIGURE 1

PRQJECT ORGANIZATION STRUCTURE

Program Office: Project Officer

PSC Project Advisor
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(PROAG) (Cooperative Agreement (Cooperative Agmt.)

Subgrantees for Studies and Institutional Strengthening
(Research Centers, Universities, Special Study Teams)
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Prior to the first disbursement under the Grant for first
quarter activities, or to the issuance by A.I.D. of documentation pursuant to
which disbursement will be made, the Grantee will, except as the Parties may
otherwise agree in writing, furnish to A.I.D., in form and substance
satisfactory to A.I.D.:

(A) An opinion of counsel acceptable to A.I.D. that this
Agreement has been duly authorized and/or ratified by, and executed on behalf
of, the Grantee, and that it constitutes a valid and legally binding
obligation of the Grantee in accordance with all of its terms; and

(B) A statement of the name of the person holding or acting in
the office of the Secretary General, and of any additional representatives,
together with a specimen signature of each person specified in such statement.

(C) Evidence that the Center for Studies and Specific Research
(CEIE) has been formally established within SIECA with provision for a
full-time director and core staff, and sufficient autonomy and authority to
develop work plans, hire technically qualified staff, make and supervise
subgrants, and assure accountability for A.I.D. furds; and

(D) Designation of the representative and alternate to the
Project Steering Committee.

2. Conditions precedent to additional disbursements to SIECA

Prior to any additional disbursements under the Grant, or to the

issuance by A.I.D. of documentation pursuant to which disbursement will be
made, the Grantee will, except as the Parties may otherwise agree in writing,
furnish to A.I.D., in form and substance satisfactory to A.I.D.:

(A) Evidence that funds have been budgeted by SIECA to support
at least 1/4 of the costs of CEIE, and a significant portion of the costs of
improving the statistical, library, and publications functions of the
institution;

(B) Submission of a first year annual plan acceptable to A.I.D.
which will include: (i) studies and dissemination plans; (ii) SIECA
statistics and library program plans, and (iii) a procurement plan.

(C) Submission of a model or standard subgrant/subcontract
agreement for studies that is acceptable to A.I.D.

D. Special (bvenants/Requirements

Each Grantee--SIECA, INCAE, and IESCARIBE—shall agree, except as
A.I.D. may otherwise establish in writing, as follows:
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1. Project Evaluations

The Parties agree to establish an evaluation program as part of
the Project. Except as the Parties otherwise agree in writing, the program
will includes

(A) Provide adequate support and information to evaluation
teams conducting evaluations of the project during the life of the project and
at the end of the project.

(B) Maintain communication and provide progress reports to the
A.I.D. Mission for the Central America Region with regard to the activities of
the Grant-financed activities in each country.

(C) Ensure that technical assistance provided under the
Economic Policy Research project is distributed among participating countries
with respect to relative need and present capability.

2. VWork Plans and Budgets

(A) First year. INCAE and IESCARIBE, prior to undertaking
project activities for the first year of the project, will furnish, in form
and substance satisfactory to A.I.D., a consolidated work plan and budget for
activities for that year. Work plans and budgets will include proposed
activities for coordination, and for specific activities funded for each
Grantee as follows for INCAE, research, including specific research proposed
for approval; skills training workshops, including subject matter to be
covered; seminars to be held, with tentative subject matter to be discussed
and types of audiences to be invited; and publications proposed, including
type of publication and content of the publication; for IESCARIBE, the
consul tant roster.

(B) Subsequent year. The Grantees--SIECA, INCAE, and
IESCARIBE--prior to undertaking project activities for each year after the

first year of the project, will furnish inform and substance satisfactory to
A.I.D., a consolidated work plan and budget for activities for that year.

Work plans and budgets will include proposed activities for coordination, and
for specific activities funded for each Grantee as described above in I.C.2(B)

for SIECA, and V.D.2{(A) for INCAE and IESCARIBE.

3. oordination

(A) Each Grantee shall agree to use its best efforts to ensure
coordination with the governments of the region when formulating its
institutional plan and strategies so as to be consistent with the human
resource needs of the region.

(B) Each Grantee shall agree to coordinate project activities
with the other two institutions which participate in the project: SIECA (The
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Permanent Secretariat of the Central American Treaty Organization for Econamic
Integration), INCAE (The Central American Institute of Business
Administration) and IESCARIBE/Florida (The Institute of Economic and Social
Research of the Caribbean Basin), and to collaborate with them in the
development of an increased quantity of economic research and analysis by
economic research centers and universities in Central America on critical
policy issues ard to raise the level of public understanding and dialogue on
those issues.

4. Reports

Each Grantee shall submit financial and progress reports of
Project activities, in a format acceptable to A.I.D., both quarterly and
annually.

(A) Quarterly Reports

Each Grantee shall submit progress reports and financial
reports quarterly, or at its discretion, more often, together with an estimate
of experditures for the next 90 days and a request for replenishment of the
funds advanced to meet its projected expenditures during that period.

Progress reports should cite the targets for the period and
chronicle activities undertaken since the prior report (if any), identify any
problems encountered and steps taken or plans to remedy them. Such reports
should make the reasons clear why targets were either exceeded or not met.
When considered necessary, revisions to the annual work plan should be

proposed along with an explanation or justification for the proposed charges.
(B) Final Report

Prior to final disbursement under the grant/cooperative
agreements, a final financial report will be submitted for each grant showing
the approved budget by expenditure categories and expenditures annually and
cumuilative over the life of the grant. At the same time, a final progress
report should be sulmitted for the life of the project, reviewing successes
and problems, lessons learned, and any cbservations that each Grantee might
care to make concerning the design, implementation, or desirability of a
follow-on or related activity.

5. Other Requirements

Each Grantee will name its representative, and an alternate, to
the Project Steering Committee, and participate in its functions.

Each Grantee will submit, for A.I.D. approval, a standard or
model subgrant or subcontract that it will use for granting/contracting for
technical services and research that is permitted under the terms of the
Grants.
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E. Financial Management

l. General Procedures

In line with Handbook 3 regulations for the Project Agreement
and Handbook 13 regulations for the use of a Cooperative Grant Agreement,
ROCAP personnel, and in particular the Project Officer with the advice of the
Project Advisor, will have substantial involvement in the implementation of
each recipient's program. The Project Officer's prior review and approval of
each entity's annual work plan will be required before any disbursements can
be made for project activities. The Project Officer will also review and
approve, together with the ROCAP Controller and Contract officers, a model
subcontract that each institution will use in the contracting of
project—-funded research or technical assistance. In other aspects of project
implementation and evaluation it is expected that the Project Advisor will be
involved jointly in activities with each project entity.

The project's institutional entities (i.e. SIECA, INCAE, and
IESCARIBE) will be reimbursed for the specific items listed and up to the
limits established in Section VI. Cost Estimates and Financial Plan. At the
request of the institutions and subject to the conditions set forth in the
grant/cooperative agreements, RCCAP may make periodic advance payments to the
three Institutions not to exceed the 90 day actual cash requirement of each
Institution under the agreement. No advance payments shall be made without
approval of the Project Officer and the Controller of ROCAP. The funds made

available to each Institution shall be deposited in a special, interest
bearing bank checking account. Any interest earned will be accounted for and

returned to the grantor. No part of the funds in the Special Bank Account
shall be mingled with other funds of the Institution prior to any withdrawal
from the Special Bank Account. Each withdrawal shall be made only by check of
the Institution signed by two persons designated by the Institution. The
funds in the Special Bank Account may be withdrawn by the Institution solely
for the purposes of making payments for allowable costs as defined in the

I1 lustrative Budget.

Whenever so requested in writing by ROCAP, the Institution shall
repay to RCCAP such part of the unliquidated balance of the advance payments
as shall in the opinion of ROCAP be in excess of immediate disbursing
requirements (90 days). The advance will be liquidated by "no pay" vouchers
prior to the campletion date of the cooperative agreement or grant agreement.
Advances will be authorized for up to 90 days of actual cash requirements. In
order to obtain an advance, the Institution must submit a completed SF 1034
voucher in original and three copies, accompanied by a narrative justification
for the 90 day cash requirement. The voucher must identify the grant and
complete address where the advance is to be sent.

Advances will be liquidated against a payment voucher and the
related invoice. After the initial advance, the amount of subsequent advances
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will be subject to review by the Project Officer and the RCCAP Controller,
given actual expenditures incurred and the budget for an additional 90 day
period. All invoices and vouchers shall be approved by the Project Officer or
his designee.

Grant funds will be used in two ways to achieve the objectives
of the project: 1) Reimbursement for costs incurred in research, seminars,
publications, institution strengthening including commodity procurements, and
project management and evaluation; and 2) full or partial scholarships for
attending the various Professional training programs. For purposes of the
former, reimbursement will be based on costs incurred in the execution of the’
activityy in the latter case, reimbursement will be based on the scholarship
aid offered for the event in question as agreed to by ROCAP beforehand and as
detailed in project implementation letters.

2. Procurement

ROCAP will review SIECA's, INCAE's, and IESCARIBE's procurement
policies and procedures for approval. In lieu of approval, SIECA will utilize
AID Handbook 11, Host Country Contracting, for all subcontracting and
procurement under the Project Agreement with that entity. INCAE and IESCARIBE
will follow the general provisions described in their Cooperative Agreements
with the exception of computer hardware and software which may be procured
directly by AID.

3. Recurrent Costs

Upon campletion of the project, the institutions will finance
the costs associated with technical staff positions and other essential costs,
with funding from their own resources and with assistance, most likely, from
other donor organizations.

F. Procurement

Procurement of equipment and research supplies will be managed by
the institutions under HB 13 and HB 11 rules, following approval by ROCAP of
their procurement policies and procedures and approval of each Grantee's
procurement plans. Procurement of equipment for research organizations will
be done by RCCAP and SIECA, based on assistance packages developed by the
Project Steering Committee. Computer purchases will be standardized, probably
around the IBM-compatible computers with MS-DCS operating systems. Total
computer hardware and associated software costs are not expected to exceed
$100,000. Therefore, no approval from IRM will be necessary for the
procurement plan.
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Technical assistance will be procured in different ways by the
participating organizations. SIECA will build same of its technical
assistance requirements into its research plans, and engage technical advisors
under HB 11 rules. If technical assistance is needed for the statistics
program, HB 11 rules will apply. When it subgrants studies, the technical
assistance will be part of the subgrant, with the subgrantee expected to
adhere to competitive principles under a standard agreement. Technical
assistance for INCAE-sponsored studies will also be built into subgrants using
Handbook 13. INCAE is not expected to contract TA for its internal
activities. IESCARIBE will hire staff and procure technical assistance using
Handbook 13 rules. IESCARIBE will hire or contract for the part-time services
of the Project Manager and Administrative Assistant and Accountant positions.
Technical consultants will be contracted by IESCARIBE for short-term
assignments per AID informal competitive procedures.

G. Monitoring and Evaluation

The Project Steering Committee will be the main means for
establishing objectives and benchmarks under the project, with each
participating institution developing its work plans within the framework that
is agreed to by the Committee. SIECA, INCAE, and IESCARIBE-Florida will
provide quarterly reports on progress against objectives, successes or
problems encountered, and steps being taken to correct problems. Special
reports will also be prepared, including results of workshops and seminars,
trip reports by technical advisors, and evaluations by trainees and their
supervisors of the courses or technical workshops delivered.

The ROCAP Project Officer with the assistance of the ROCAP Project
Advisor will be responsible for: 1) overseeing each grantee organization's
compliance with A.I.D.'s policies, procedures and regulations; 2) ensuring the
timely and coordinated provision of A.I.D. financing and inputs in support of
the agreed project plan, 3) developing modified plans or project amendments
when appropriates 4) assuring a continuous communication among the grantees;
5) assuring a historical record of implementation of the official A.I.D.

project files, and 6) preparing quarterly reports for ROCAP review.

The successful implementation of this project requires that the
Project Steering Committee actively and continuously involve members of the
university community throughout the region in the project's activities. The
Project Steering Committee will need to be in frequent and regular contact
with key representatives of regional universities and economic research
centers, members of the private sector, those public sector officials
important to policy reform efforts and the media. Close communication will
also be maintained with USAID Economic Officers in the region , and with the
LAC economics staff, to advise them of progress and to solicit ideas and
research topics to be addressed. Such communication and coordination are
essential both to the successful dissemination of results through seminars and
to the formulation and implementation of any long term program which may
emanate from this pilot project.
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A mid-term evaluation will be made after twelve months by an
evaluation team contracted for this purpose, with the assistance of the
Project Steering Gommittee. This will focus on operational aspects of the
Project, and result in an action plan for corrective actions, decisions on
further obligations of funds, and possibly reprogramming of funds. It will
lock at progress on work plans, rate of funding disbursements, cammunications
and reporting in the Project, common problems that may be emerging, relations
with regional research entities and other factors at the input and output
levels of the Project.

A formal evaluation utilizing additional outside specialists will be
conducted about 24 months into the project to evaluate the quality of the
research, outcomes of the dialogue seminars, effects of training, and use of
project resources by the participating institutions. This evaluation will be
focussed more on the purpose and goal levels of the Project. Evaluations will
be financed from project funds. Estimates are $25,000 for the mid-term and
$25,000 for the second evaluation.

H. Audit Qoverage

In addition to the evaluations, mandatory nonfederal audits will be
performed prior to PACD. Costs of the audits are estimated to be $75,000.00
for the LCP.

I. Implementation Plan

This schedule shows only the major milestones of the project, as

detailed implementation planning will be a major activity of the first 90 days
of the Project Steering Committee.

Months 1-2 SIECA meet Conditions Precedent and INCAE, and
IESCARIBE meet Other Requirements for First
Disbursement; Project Steering Committee (PSC)
develops agenda and schedule of meetings; meeting with
USATID econamists on project research agenda.

Month 3 Research Priorities Workshop; assessment of research
institutions. Begin procurement of equipment for
SIECA. Institutions submit work plans for approval;
announcement of solicitation for proposals.

Month 4 Complete Assessment of Research Institutions. PSC
meets to plan first assistance packages. Begin
in-house studies; review proposals for external

studies, approve plans and schedule for skills
training courses for first year; identify trainees.

Months 4-8 Recruit technical expertise as needed through
IESCARIBE. Conduct first training workshop (INCAE)
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and evaluate results. Complete first studies, PSC
reviews studies and plans follow up: TA; publication;
seminars. Procure and deliver computers for first
regional institutions. Identify trainees for future
courses.

Month 6 Conduct review of startup issues (PSC, ROCAP).

Months 8-12 Continue activities; recruit technical expertise as
needed through IESCARIBE. Receive SIECA equipment.
Increase number of studies underway.

Month 12 Conduct self-evaluation (PSC, outside advisors).
Develop plan for corrective action; reprogram funds if
needed. Institutions submit new work plans/budgets.

Months 12-18 Recruit technical expertise as needed through

IESCARIBE. Increase number of studies in progress;
conduct training (at INCAE, SIECA, on-site with

institutions). Complete first publications, conduct
dialogue seminars. Conduct training seminars.

Month 18 PSC and ROCAP conduct implementation review; consider
disbursement, management issues. Complete all
procurement of equipment.

Months 18-24 Continue activities as planned. Plan 24 month
evaluation.

Month 24 External evaluation of Project. Adjust as necessary.
Institutions submit new work plans/budgets.

Implementation Review with ROCAP. Special conference
with regional research institutions to review results,
future requirements, alternative sources.

Month 30 Project Terminates.

VI. COST ESTIMATES AND FINANCIAL PIAN

A. Cost Estimates

The proposed project will total $2,420,160, of which USAID through
grant funds will finance $1,700,000 (70%). The project funding will start in
August 1988 and terminate February 1990, for a total of 30 months.
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B. ROCCAP Inputs

The ROCAP inputs and funding of the project according to the
participating institutions and components is as follows:

1. SIECA ($650,000)
(A) Policy Studies ($478,000)

Under the major project component entitled Economic Policy
Studies, SIECA will develop and carry out eight (8) studies at a cost of
approximately $50,000 each, for a total of $400,000. An additional $15,000 is
added to this component for SIECA to cover the cost of technical equipment
directly related to the completion and dissemination of the studies, and the
remainder is for project-related travel and per diem, support staff, and other
direct costs. Technical assistance will be requested from IESCARIBE and
funded from the grant to that institution. The estimated cost of each study
includes all other required monitoring, assistance and follow-up
responsibilities, as well as the provision of local advisors on an as needed
basis. Eight (8) publications (one for each policy study) will be provided at
a cost of $1,250 per publication, totalling $10,000.

(B) Seminars ($20,000)

SIECA will organize and provide two (2) regional seminars to

disseminate and discuss the results of the studies. Each seminar is estimated
to cost $10,000, for a total of $20,000.

(C) Statistics Strengthening ($100,000)

The total cost of upgrading and making more current the
Regional Statistics program, which includes all related publication work, is

$100,000, to be disbursed over the twenty four (24) month life-of-grant.
Training is not provided for as a separate item in the SIECA grant. It is

expected that SIECA will nominate candidates for the training funded under the
INCAE grant.
(D) Institutional Strengthening ($52,000)

SIECA will utilize $52,000 to improve its library program
and strengthen its internal organization to enhance its ability to administer
the project and carry out similar programs in the future.

2. INCAE ($484,250)
(A) Policy Studies ($256,986)

INCAE will develop over the life-of-project a total of ten
(10) policy studies at an average approximate cost of $13,500 each, for a
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total of $135,000. Three to five (3-5) of the research grants shall include
assistance for strengthening the analytic capacity of the institution
receiving the subgrant. The INCAE budget contains $35,000 for the procurement
of computer equipment and related software, and other essential materials and
equipment as deemed necessary to the strengthening of the institutional
capacity of research entities in Central America. Eight (8) publications
based on the studies (determined to have the highest priority, with the
remaining two studies delivered in final but published at a later date with
other funding sources), will be developed at an estimated cost of $1,250 per
publication, for a total of $10,000. The studies budget also includes funds
for coordinating and overseeing INCAE's management of its activities under the
project, as well as the necessary monitoring and follow-up work associated
with fully completing each study.

(B) Seminars ($66,515)

In order to organize and carry out seminars for the
presentation and discussion of the policy studies, INCAE will be responsible
for four (4) local seminars (about $10,000 each), and one (1) regional
seminars (about $25,000 each), for a total cost of $66,515.

(C) Training ($160,749)

The Training Component for INCAE will encompass the training
of economic researchers in the Central American region through the provision

of five (5% training courses at an average cost of about $32,000 each --
totalling $160,749 over the LOP.

3. IESCARIBE/Florida ($192,750)
(A) Direct IESCARIBE Activities ($91,000)

IESCARIBE will utilize $91,000 for the services of its
executive director as grant coordinator and for his technical assistance
services to the project. This amount also includes travel and per diem for
him, and supporting services in the home office. Commodities in the amount of
$2,000 are included to enhance and make more efficient the services of the
Coordinator and his staff.

(B) Other Experts ($101,750)

The second part of IESCARIBE's inputs to the project is
comprised of contracting specialized technical assistance services at the
request of ROCAP and the Project Steering Committee. These services will
includes two or three economists for a period of up to 3 weeks per year in the
development of seminar agendas and study reviews; a two or three person team
of economists focused on specific constraints to the development of quality
policy studies; and direct technical assistance as needed from top level
economists from the U.S. and Latin America in resolving economic policy
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questions for institutions in the region. Included in the total policy
studies support will be approximately $37,000 for travel and per diem costs
associated with the proposed technical assistance, which will be managed by
IESCARIBE in conformity with its standard/model contract.

4. ROCAP ($373,000)

Funding for ROCAP from the project will be for management via a
PSC/Project Advisor and miscellaneous services for 30 months ($248,000), audit
($75,000), and evaluation ($50,000). The budget for the services of a Project
Advisor/Senior Economist over the life-of-project will include the cost of
salary, benefits and other related expenses under a direct AID long-term PSC
contract. Approximately $50,000 will be used for a mid-term and final project

evaluation, and $75,000 will cover the total cost of the required yearly
project audits.

C. Methods of Implementation and Financing

The following chart provides information on the methods of
implementation and financing for the project's furds.
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Methaods of Methods of
Item Payment Financing Amount
1. T.A., U.S. and Grantee contract Advance/Reimbursement $89, 242
Latin America
2. Audits AID contract Direct Pay 75,000
3. Evaluations AID contract Direct Pay 50,000
4. PSC, US/local Hire AID contract Direct Pay 218,931
5. 5 Computers AID contract Direct Pay 35,000
6. Computers and Grantee contract Advance/Reimbursement 2,000
related hardware
and software
7. Computers and He-Procedures Advance/Reimbur sement 35,000
related hardware Purchase Orders
and software
8. Office and library Hc—Procedures Advance/Reimbursement 27,400
equipment Purchase Orders
9. Personnel Costs He—-Procedures Advance/Reimbursement 368,336
Contract
10. Travel & Per diem Hc-Procedures Advance/Reimbursement 139,680
11. Equip. & Supplies Hco-Procedures Advance/Reimbursement 138, 334
12. Research Subgrants Hc-Procedures Advance/Reimbur sement 304,000
subgrant/subcontr.
13. Contingencies 107,932
14. Overhead Hce-Procedures Advance/Reimbursement 109, 145
TOTAL $1,700, 000
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D. Counterpart Contribution ($720,160)

1. SIBCA ($622,160)

SIECA will provide a counterpart contribution to the research
studies part of the project of $216,560. This includes an estimated $76,320

toward tle coverage of staff salaries directly involved in the performance of
policy studies; $8,000 for the presentation of two regional seminars and

meetings, other institutional support services totalling $56,400, and
approximately $75,840 for other direct costs to be applied toward the
accomplishment of project objectives.

SIECA will also provide about $405,600 toward the statistical
program, $300,000 in staff salaries, $48,000 in other institutional support
services, and $57,600 for other direct costs to be applied toward the
accomplishment of project objectives.

2. INCAE ($98,000)

INCAE will provide a counterpart contribution of $75,000 in
salaries of professional staff, and $23,000 in other direct costs.

3. IESCARIBE

IESCARIBE will not provide a counterpart contribution in as
much as it will be responsible for providing technical assistance to the
project.

E. Summary Budget

The summary budget for the project for the life of the project is

shown in Table 1 on the next page. This table is arranged by major budget
line items and institution that will use the furds, separately for each

funding source.

Table 2 shows projected project outlays by year and by currency
type.

Additional budget detail is presented in Annex J.
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TABLE |

SUMMARY BUDGET FOR LIFE OF PROJECT
(In USDol lars)

GRAND USA|D/ROCAP COUNTERPART
ATEM TJOTAL TJOTAL INCAE SIECA IESCARIBE ROCAP TOTAL INCAE SIECA
Salarles 1,062,329 611,009 112,144 214,800 92,534 191,531 451,320 75,000 376,320
Travel 96,740 96,740 38,240 21,000 27,500 10,500
Per diem 99,640 99,640 28,440 40,600 22,500 8, 100
Commodities 99,400 99,400 35,000 62,400 2,000 -
Audlt 75,000 75,000 75,000
Evaluation 50,000 50,000 50,000
Other Dlrect
Costs 415,974 147,134 41,922 87,500 8,912 8,800 268,840 23,000 245,840
Subgrants 304,000 304,000 134,000 170,000
Contingencles 107,932 107,932 10,500 53,700 14,663 29,069
Overhead 109,145 - 109, 145 84,004 24,378
TOTAL 2,420,160 1,700,000 484,250 650,000 192,750 373,000 720, 160 98,000 622,160
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ITEM

Salaries
Travel

Per diem/hotel/food

Commoditles

Audit

Evaluatlion

Other Direct Costs

Subgrants/Subcontracts

Contingencles

Qverhead (Provlislional)

TOTAL

3775]

ILLUSTRATIVE SUMMARY BUDGET BY YEAR AND CURRENCY TYPE

TABLE 2

(In USDol lars)

TOTAL YEAR | YEAR 2
ToTAL X Lc TOTAL [ Le TOTAL EX Lc
611,009 284,065 326,944 316,625 156,453 160,172 294,384 127,612 166,772
96,740 37,500 59,240 34,098 16,650 17,448 62,642 20,850 41,792
99,640 30,600 69,040 36,368 13,500 22,868 63,272 17,100 46,172
99,400 73,400 26,000 89,000 63,000 26,000 10,400 10,400 —
75,000 75,000 — — - — 75,000 75,000 -
50,000 50,000 — 15,000 15,000 — 35,000 35,000 —
147,134 17,712 129,422 55,491 8,856 46,635 91,643 8,856 82,787
304,000 — 304,000 157,500 - 157,500 146,500 — 146,500
107,932 43,732 64,200 — — - 107,932 43,732 64,200
109, 145 35,162 - 45,918 10,021 35,897 63,227 25,141 38,086
1,700,000 647,171 1,052,829 750,000 283,480 466,520 950,000 363,691 586,309
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Narrative Summary

Goal
To support economic pollicy
reform and economic growth
through an expanded public
policy dialogue and knowledge
of economic issues.

Purpose
To Increase the quality and
quantity of economic research

and analysis by economic research

centers and universitites
in Central America on criti-

cal economic policy Issues, and

to raise the level of public
understanding and dialogue on
those Issues.

Objectively Verifiable Indicators

ROCAP Economic Policy Studies Project (596-0147)
Loglical Framework

2.

2.

Means of Verification

Participation and effectiveness l.
of research Institutions in Informing 2.
the policy dialogue.

Studies and dissemination receiving

media attention.

Project team, together with l.
research centers/universities capable 2.
of identifying research needs and of
formulating policy oriented research
proposals, facllitating quality

research on these topics by member
organizations, and communicating the
results effectively for economic impact.
Policy research meets approplate
standards and is published by
participating centers/universities.
Research topics are pertinent to
Important policy dialogue Issues, are
designed for maximum Impact on policy
dialogue and are effectively Introduced
into the policy arena,

Research centers/universities conduct
more research and analysis on critical
economic policy issues than would be the
case without project support.

Qual ity of studies Improves over time,
and additional centers added to IESCARIBE
network.

Attendance at seminars Including

follow up events Increases.

Evaluation
Content analysis of print and
other media.

Evaluation
Project reports on seminars.

Important Assumptions

1. Increased public awareness
will reduce resistance to
poliicy reform

2, Governments and regional
agencies implement
coherent economic policies.

3. Other elements necessary to

achieve substained economic
growth will occur.

I. Research institutions are
interested In researching.

2. Research can be transiated
into actionabie projects/
recommendations.

3. Opinlon leaders

and decision makers seek
and use analysis, want to
participate in dialogue
events.

V XINNV
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Ap

Narrative Qutput

Outputs

Completed policy studies.

2. Published studies.

3, Policy dialogue seminars.

4. Seminars to research priority
topics and methodologies and
and results,

5. Technical training.

Inputs

I. Financing for Policy Studies

and related publications,
seminars.

2. Technical assistance for

research

3. Tralning

4. Institutional strengthening

5. Management/Administration

3761 ]

ROCAP Economic Policy Studies Project (596-0147)
Logical Framework

Objectively Verifiable Indicators

2.
3.
4.

i8 studies, 3-5 of which inciude.
Institutional strengthening activities
16 publications.
4 national seminars,
3 regional seminars with
private sector, university, media and
government participants. Topics
focusing on:
(a) critical economic policy issues
(b) methodology
(c) interim results
(d) final research results

100 Economic Analysts Trained

in 5 events.

Project Budget

Means of Verification

Initial (12 months) self-evaluation.
External Evaluation Report.

- Seminar programs/reports.
SIECA/INCAE reports on project
implementation and evaluation.

|. Project Records and Reports.

($000) 2. Agency Records.
A.1.D. INCAE SIECA 3. Grantee Records and Financlal
Financing Studies 827 reports.
Tech. Assistance 193
Training . 155

Inst.Strengthening 152

Project Mgt. 373
(Including Eval.
and Audit)

1700

Important Assumptions

|. Research Institutions

can achleve Internal

consensus/approval for
the research, and can
organize the research.

2. Project management

system by teams can
effective.

-Counterpart funding wil
be available.

be

7 Jo 7 98eg
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ECONOMIC POLICY STUDIES ~-ANNEX B

596-0147
'5C(1) - COUNTRY CHECKLI1S?T

Listed below are statutory criteria applicable
to: (A) FAA funds generally; (B)(l1) Development
Assistance funds only: or (B)(2) the Economic
Support Fund only.

A. GENERAL CRITERIA FOR COUNTRY
ELIGIBILITY

1. FY 1988 Continuing Resolution Sec. 526. NO
Has the President certified to the
Congress that the government of the
recipient country is failing to take
adequate measures to prevent narcotic
drugs or other controlled substances
which are cultivated, produced or
processed illicitly, in whole or in part,
in such country or transported through
such country. from being sold illegally
within the jurisdiction of such country
to United States Government personnel or
their dependents or from entering the
United States unlawfully?

2. FAA Sec. 481(h). (This provision applies N/A
to assistance of any kind provided by
grant, sale, loan, lease, credit,
guaranty, or insurance, except assistance
from the Child Survival Fund or relating
to international narcotics control,
disaster and refugee relief, or the
provision of food or medicine.) If the
recipient is a "major illicit drug
producing country" (defined as a country
producing during a fiscal year at least
five metric tons of opium or 500 metric
tons of coca or marijuana) or a “"major
drug-transit country” (defined as a
country that is a significant direct
source of illicit drugs significantly
affecting the United States, through
which such drugs are transported, or .
through which significant sums of
drug-related profits are laundered with
the knowledge or complicity of the
government), has the President in the
March 1 International Narcotics Control
Strategy Report (INSCR) determined and
certified to the Congress (without

s
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Congressional enactment, within 30 days
of continuous session, of a resolution
disapproving such a certification), or
has the President determined and
certified to the Congress on any other
date (with enactment by Congress of a
resolution approving such certification),
that (a) during the previous year the
country has cooperated fully with the
United States.or taken adeguate steps on
its own to prevent illicit drugs produced
or processed in or transported through
such country from being transported into
the United States, and to prevent and
punish drug profit laundering in .the
country, or that (b) the vital national
interests of the United States require
the provision of such assistance?

Drug Act Sec. 2013. (This section
applies to the same categories of
sassistance subject to the restrictions in
FER Sec. 481(h), above.) 1f recipient
country is a "major illicit drug
preoducing country” or "major drug-transit
country" (as defined for the purpose of
FAZ Sec 481(h)), hes the President
submitted a report to Congress listing
such country as one (a) which, as a
matter of government policy, encourages
or facilitates the production or
distribution of illicit drugs; (b) in
which any senior official of the
government engages in, encourages, oOr
facilitates the production or
distribution of illegal drugs; (c) in
which any member of a U.S. Government
agency has suffered or been threatened
with violence inflicted by or with the
complicity of any government cofficer; or
(d) which fails to provide reasonable
cooperation to lawful activities of U.S.
drug enforcement agents, unless the
President has provided the required
certification to Congress pertaining to
U.S. national interests and the drug
control and criminal prosecution efforts
of that country?

-~
v

N/A




FAA Sec. 620(c). If assistance is to a -
government, is the government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
services furnished or ordered where (a)
such citizen has exhausted available
legal remedies and (b) the debt is not
denied or contested by such government?

FAA Sec. 620(e)(1l). If assistance is to
a government, has it (including any
government agencies or subdivisions)
taken any action which has the effect of
nationalizing, expropriating, or
otherwise seizing ownership or control of
property of U.S. citizens or entities
beneficially owned by them without taking
steps to discharge its obligations toward
such citizens or entities?

FAA Secs. 620(a), 620(f), 620D;: FY 1988
Continuing Resolution Sec. 512. 1Is
recipient country a Communist country?

1f so, has the President determined that
assistance to the country is vital to the
security of the United States, that the
recipient country is not controlled by
the international Communist conspiracy.
and that such assistance will further
promote the independence of the recipient
country from international communism?
Will assistance be provided directly to
Angola, Cambodia, Cuba, Irag, Libya.
Vietnam, South Yemen, Iran or Syria?

Will assistance be provided to
Afghanistan without a certification?

FAA Sec. 620(j). Has the country
permitted, or failed to take adegquate
measures to prevent, damage or
destruction by mob action of U.S.
property?

FAA Sec. 620(1). Has the country failed
to enter into an investment guaranty
agreement with OPIC?

N/A

N/A

No

No

No



lo'

11.

1z.

.FAA Sec. 620(0): Pishermen's Protective

Act of 1967 (as amended) Sec., 5. (a) Has
the country seized, or imposed any
penalty or sanction against, any U.S.
fishing vessel because of fishing
activities in international waters?

(b) If so, has any deduction reguired by
the Fishermen's Protective Act been made?

FAAR Sec. 620(gq); FY 1988 Continuing
Resolution Sec. 518. (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
country been in default for more than one
year on interest or principal on any U.S.
loan under a program for which the FY
1988 Continuing Resolution appropriates
funds?

FAA Sec. 620(s). If contemplated
assistance is development loan or to come
from Economic Support Fund, has the
Administrator taken into account the
percentage of the country's budget and
amount of the country's foreign exchange
or other resources spent on military
equipment? (Reference may be made to the
annual "Taking Into Consideration" memo:
"Yes, taken into account by the
Administrator at time of approval of
Agency OYB." This approval by the
Administrator of the Operational Year
Budget can be the basis for an
affirmative answer during the fiscal year
unless significant changes in
circumstances occur.)

FAA Sec. 620(t). Has the country severed
diplomatic relations with the Unitead
States? If so, have relations been
resumed and have new bilateral assistance
agreemnents been negotiated and entered
into since such resumption?

No

N/A

No

-\
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13.

14.

15.

16.

17.

1l8.

FAR Sec. 620(u). What is the payment
status of the country's U.N.
obligations? If the country is in
arrears, were such arrearages taken into
account by the A.I.D. Administrator in
determining the current A.I.D.
Operational Year Budget? (Reference may
be made to the Taking into Consideration

memo. )

FAA Sec. 620A. Has the President
determined that the recipient country
grants sanctuary from prosecution to any
individual or group which has committed
an act of international terrorism or
otherwise supports international

terrorism?

FY 1988 Continuing Resolution Sec. 576.
Has the country been placed on the list
provided for ‘in Section 6(j) of the
Export Administration Act of 1979
(currently Libya., Iran, South Yemen,
Syria, Cuba, or North Korea)?

ISDCA of 1985 Sec. 552(b). Has the
Secretary of State determined that the
country is a high terrorist threat
country after the Secretary of
Transportation has determined, pursuant
to section 1115(e)(2) of the Federal
Aviation Act of 1958, that an airport in
the country does not maintain and
administer effective security measures?

FAA Sec. 666(b). Does the country
object, on the basis of race, religion,
national origin or sex, to the presence
of any officer or employee of the U.S.
who is present in such country to carry
out economic development programs under

the FAA?

FAA Secs. 669, 670. Has the country,
after August 3, 1977, delivered to any
other country or received nuclear
enrichment or reprocessing equipment,
materials, or technology., without
specified arrangements or safeguards, and
without special certification by the
President? Has it transferred a nuclear
explosive device to a non-nuclear weapon
state, or if such a state, either
received or detonated a nuclear explosive

N/A

No

No

No

No

No

device? (FAA Sec. 620L permits a special /A
walver of Sec. 669 for Pakistan.) < W



19.

20.

21.

22.

23.

FAA Sec. 670. - If the country is a
non-nuclear weapon state, has it, on or
after August 8, 1985, exported (or
attempted to export) illegally from the
United States any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?

ISDCA of 1981 Sec. 720. Was the country
represented at the Meeting of Ministers

‘of Foreign Affairs and Heads of

Delegations of the Non-Aligned Countries
to the 36th General Assembly of the U.N.
on Sept. 25 and 28, 1981, and did it fail
to disassociate itself from the
communique issued? If so, has the
President taken it into account?
(Reference may be made to the Taking into

Consideration memo.)

FY 1988 Continuing Resolution Sec. 528.

Has the recipient country been determined
by the President to have engaged in a
consistent pattern of opposition to the

foreign policy of the United States?

FY 1988 Continuing Resolution Sec. 513.
Has the duly elected Head of Government
of the country been deposed by military
coup or decree? [f assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

FY 1988 Continuing Resolution Sec. 543.
Does the recipient country fully
cooperate with the international refugee
assistance organizations, the United
States, and other governments in
facilitating lasting solutions to refugee
situations, including resettlement
without respect to race, sex, religion,

or national origin?

No

No

No

No

Yes



B. FUNDING SOURCE CRITERIA FOR COUNTRY

ELIGIBILITY

1.

Development Assistance Country Criteria

FAR Sec. 116. Has_ the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? 1If so, can it be
demonstrated that contemplated assistance
will directly benefit the needy?

FY 1988 Continuing Resolution Sec. 538.
Has the President certified that use of
DA funds by this country would violate
any of the prohibitions against use of
funds to pay for the performace of
abortions as a method of family planning,
to motivate or coerce any person to
practice abortions, to pay for the
performance of involuntary sterilization
as a method of family planning, to coerce
or provide any financial incentive to any
person to undergo sterilizations, to pay
for any biomedical research which
relates, in whole or in part, to methods
of, or the performance of, abortions or
involuntary sterilization as a means of

family planning?

Economic Support Fund Country Criteria

FAA Sec. 502B. Has it been determined
that the country has engaged in a
consistent pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant .improvement
in its human rights record that
furnishing such assistance is in the U.S.
national interest?

FY 1988 Continuing Resolution Sec. 549.
Has this country met its drug eradication
targets or otherwise taken significant
steps to halt illicit drug production or

trafficking?

No

No

N/A

\ G
U
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5C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable
to projects. This section is divided into two
parts. Part A includes criteria applicable to
all projects. Part B applies to projects funded
from specific sources only: B(l) 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 STANDARD ITEM
CHECKLI1ST BEEN REVIEWED FOR
THIS PROJECT?

A. GENERAL CRITERIA FOR PROJECT

1. FY 1988 Continuing Resolution Sec. 523;
FAA Sec. 634A. 1If money is sought to
obligated for an activity not previously
justified to Congress, or for an amount
in excess of amount previously justified
to Congress, has Congress been properly
notified?

2. FAA Sec. 611(a)(l). 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. 611(a)(2). If legislative
action is required within recipient
country, what 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? ’

N/A

Yes

N/A

/
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FAR Sec. 611(b); FY 1988 Continuing
Resolution Sec. 501. If project is for
water or water-related land resource
construction, have benefits and costs
been computed to the extent practicable
in accordance with the -principles,
standards, and procedures established
pursuant to the Water Resources Planning

-Act (42 U.S.C. 1962, et seq.)? (See

A.1.D. Handbook 3 for guidelines.)

FARA Sec. 6l11(e). 1f project is capital

assistance (e.g., construction), and
total U.S. assistance for it will exceed
$1 million, has Mission Director
certified and Regional Assistant
Administrator taken into consideration
the country's capability to maintain and
utilize the project effectively?

FAA Sec. 209. 1Is project susceptible to
execution as part of regional or
multilateral project? 1If so, why is

project not so executed? Information and

conclusion whether assistance will
encourage regional development programs.

FAA Sec. 601(a). Information and
conclusions on whether projects will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development
and use of cooperatives, credit unions,
and savings and loan associations:

(d) discourage monopolistic practices;
(e) improve technical efficiency of
industry, agriculture and commerce; and
(f) strengthen free labor unions.

FAA Sec. 601(b). 1Information 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).

FAA Secs. 612(b), 636(h). 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 the U.S.
are utilized in lieu of dollars.

N/A

N/A

Yes,
Regional
Project

Yes, the project will
produce policy research
on trade expansion and
regional economic co-
operation for the
purpose of increasing
international trade.
Important secondary
impacts can be expected
on private initiatives
and technical efficiency.

Yes, same as 7.
above.

™
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A

10.

11.

12.

13.

FAA Sec. 612(d). Does the U.S. own N/A
excess foreign currency of the country

and, if so, what arrangements have been

made for its release? _

FY 1988 Continuing Resolution Sec. 521. . N/A
If assistance is for the production of :
any commodity for export, is the

commodity likely to be in surplus on

world markets at the time the resulting

productive capacity becomes operative,

and is such assistance likely to cause

substantial injury to U.S. producers of

the same, similar or competing commodity?

FY 1988 Continuing Resolution Sec. 553. No
Will the assistance (except for programs

in Caribbean Basin Initiative countries
under U.S. Tariff Schedule "Section 807,"
which allows reduced tariffs on articles
assembled abroad from U.S.-made
components) be used directly to procure
feasibility studies, prefeasibility
studies, or project profiles of potential
investment in, or to assist the
establishment of facilities specifically
designed for, the manufacture for export
to the United States or to third country
markets in direct competition with U.S.
exports, of textiles, apparel, footwear,
handbags., flat goods (such as wallets or
coin purses worn .on the person), work
gloves or leather wearing apparel?

FAA Sec. 119(g)(4)-(6). Will the No
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
wildlife habitats: (c) support efforts
to identify and survey ecosystems in
recipient countries worthy of

protection; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals
into such areas?




L hm A wresdegnn

14’

15.

16.

17.

18.

19.

FAA 121(d). If a Sahel project, has a N/A
determination been made that the host

government has an adequate system for

accounting for and controlling receipt

and expenditure of project funds (either

dollars or local currency generated

therefrom)? '

FY 1988 Continuing Resolution. If N/A
assistance is to be made to a United

States PVO (other than a cooperative

development organization), does it obtain

at least 20 percent of its total annual

funding for international activities from

sources other than the United States

Government?
FY Continuing Resolution Sec. 541. 1f N/A

assistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary to the auditing
requirements of A.1.D., and is the PVO
registered with A.I.D.?

FY 1988 Continuing Resolution Sec. 514. N/A
If funds are being obligated under an

appropriation account to which they were

not appropriated, has prior approval of

the Appropriations Committees of Congress

been obtained?

FY Continuing Resolution Sec. 515. If N/A
deob/reob authority is sought to be

exercised in the provision of assistance,

are the funds being obligated for the

same general purpose, and for countries

within the same general region as

originally obligated, and have the

Appropriations Committees of both Houses

of Congress been properly notified?

State Authorization Sec. 139 (as Yes
interpreted by conference report). Has
confirmation of the date of signing of
the project agreement, including the
amount involved, been cabled to State L/T
and A.I.D. LEG within 60 days of the
agreement's entry into force with 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).




B. FUNDING CRITERIA FOR PROJECT

1. Development Assistance Project Criteria

FY 1988 Continuing Resolution Sec.
552 (as interpreted by conference
report). If assistance is for
agricultural development activities
(specifically, any testing or
breeding feasibility study, variety
improvement or introduction,
consultancy,., publication, conference,
or training), are such activities (a)
specifically and principally designed
to increase agricultural exports by
the host country to a country other
than the United States, where the
export would lead to direct
competition in that third country
with exports of a similar commodity
grown or produced in the United
States, and can the activities
reasonably be expected to cause
substantial injury to U.S. exporters
of a similar agricultural commodity;
or (b) in support of research that is
intended primarily to benefit U.S.
producers?

FAR Secs. 102(b), 111, 113, 281(a).
Describe extent to which activity
will (a) effectively involve the poor
in development by extending access to
economy at local level, increasing
labor-intensive production and the
use of appropriate technology,
dispersing investment from cities to
small towns and rural areas, and

N/A

Policy Studies
will impact on
these areas.



insuring wide participation of the
poor in the benefits of development
on a sustained basis, using
appropriate U.S. institutions;

(b) help develop cooperatives,
especially by technical assistance,
to assist rural and urban poor to
help themselves toward a better life,
and otherwise encourage democratic
private and local governmental
institutions; (c) support the
self-help efforts of developing
countries; (d) promote the
participation of women in the
national economies of developing
countries and the improvement of
women's status; and (e) utilize and
encourage regional cooperation by
developing countries.

FAA Secs. 103, 103A, 104, 105, 106,
120-21. Does the project fit the
criteria for the source of funds
(functional account) being used?

FAA Sec. 107. 1Is emphasis placed on
use of appropriate technology
(relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the
small farms, small businesses, and
small incomes of the poor)?

FAA Secs. 110, 124(4d). Will the
recipient country provide at least 25
percent of the costs of the program,
project, or activity with respect to
which the assistance is to be
furnished (or is the latter
cost-sharing requirement being waived
for a "relatively least developed"
country)?

FAA Sec. 128(b). If the activity
attempts to increase the
institutional capabilities of private
organizations or the government of
the country, or if it attempts to
stimulate scientific and *
technological research, has it been
designed and will it be monitored to
ensure that the ultimate

beneficiaries are the poor majority?

Yes

Yes, in the sense of
introducing personal
computers and appropriate
data processing and
analytic programs for
policy research.

Yes

Yes




FAA Sec. 281(b). Describe extent to

which program recognizes the
particular needs, desires, and
capacities of the people of the
country; utilizes the country's*
intellectual resources to encourage
institutional development; and
supports civil education and training
in skills required for effective
participation in governmental
processes essential to
self-government.

FY 1988 Continuing Resolution Sec.
538. Are any of the funds to be used

for the performance of abortions as a-

method of family planning or to

‘'motivate or coerce any person to

practice abortions?

Are any of the funds to be used to
pay for the performance of
involuntary sterilization as a method
of family planning or to coerce or
provide any financial incentive to
any person to undergo sterilizations?

Are any of the funds to be .used to
pay for any biomedical research which
relates, in whole or in part, to
methods of, or the performance of,
abortions or involuntary
sterilization as a means of family
planning?

FY 1988 Continuing Resolution. Is
the 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
functional account, are any of the
funds to be made available to
voluntary family planning projects
which do not offer, either directly
or through referral to or information
about access to, a broad range of
family planning methods and services?

BEST AVAILABLE

Research Institu-
tions carrying out
quality Policy °

Studies and train-
ing for local leve
econamic analysts.

No

N/A

N/A


jmenustik
Best Available
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j. FAAR Sec. 601(e). Will the project Yes -
utilize competitive selection

procedures for the awarding of
contracts, except where applicable
procurement rules allow otherwise?

k. FY 1988 Continuing Resolution. What Very little since
portion of the funds will be focus is on work
available only for activities of in Central America by
economically and socially Central Americans.

disadvantaged enterprises,
historically black colleges and
universities, colleges and
universities having a student body in
which more than 20 percent of the
students are Hispanic Americans, and
private and voluntary organizations
which are controlled by individuals
who are black Americans, Hispanic
Americans, or Native Americans, or
who are economically or socially
disadvantaged (including women)?

1. FAR Sec. 118(c). Does the assistance N/A
comply with the environmental
procedures set forth in A.1.D.
Regulation 167 Does the assistance
place a high priority on conservation
and sustainable management of
tropical forests? Specifically, does
the assistance, to the fullest extent
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 which have not yet ¥een
degraded by helping to increase
production on lands already cleared
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or degraded:; (f) conserve forested
watersheds and rehabilitate those
which have been deforested: (g)
support training, research, and other
actions which lead to sustainable and
more environmentally sound practices
for timber harvesting, removal, and
processing; (h) support research to
expand knowledge of tropical forests
and identify alternatives which will
prevent forest destruction, loss, 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 making the
establishment of protected areas a
condition of support for activities
involving forest clearance or
degradation, and by helping to
identify tropical forest ecosystems
and species in need of protection and
establish and maintain appropriate
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?

FAA Sec. 118(c)(13). If the
assistance will support a program or
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)/take full account of the
environmental impacts of the proposed
activities on biological diversity?

oo
L4

N/A

e,
()
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FAA Sec. 118(c)(14). Will assistance

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?

FAA Sec. 118(c)(15). Will assistance
be used for (a) activities which
would result in the conversion of
forest lands to the rearing of
livestock;:; (b) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
logging or other extractive
industries) which pass through
relatively 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?

FY 1988 Continuing Resolution If
assistance will come from the

Sub-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; (b) being provided in

No

No

‘N/A

Pt
&
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accordance with the policies
contained in section 102 of the FAA;
(c) being provided, when conistent
with the objectives of such
assistance, through African, United
States and other 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 income generating
opportunities, to bring about
appropriate sectoral restructuring of
the Sub-Saharan African economies, to
support reform 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 agricultural 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 natural resource base
in ways that 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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2. Development Assistance Project Criteria

(Loans Only)

a. FAA Sec. 122(b). Information and
conclusion on capacity of the country to
repay the loan at a reasonable rate of
interest.

b. FAA Sec. 620(d). If assistance is for
any productive enterprise which will
compete with U.S. enterprises, is there
an agreement by the recipient country to
prevent export to the U.S. of more than
20 percent of the enterprise's annual
production during the life of the loan,
or has the requirement to enter into such
an agreement been waived by the President
because of a national security interest?

c. FY 1988 Continuing Resolution. If for a
loan to a private sector institution from
funds made available to carry out the
provisions of FAA Sections 103 through
106, will loan be provided, to the
maximum extent practicable, at or near
the prevailing interest rate paid on
Treasury obligations of similar maturity
at the time of obligating such funds?

d. FARA Sec. 122(b). Does the activity give
reasonable promise of assisting
long~range plans and programs designed to
develop economic resources and increase
productive capacities?




3, Economic Support Fund Project Criteria

a. FAA sSec. 531(a). Will this assistance
promote economic 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? ~

b. FAA Sec. 531(e). Will this assistance be
used for military or paramilitary
purposes?

c. FAA Sec. 609. 1f commodities are to be
granted so that sale proceeds will accrue
to the recipient country, have Special
Account (counterpart) arrangements been
made?

2\
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5C(3) - STANDARD ITEM CHECKL1ST

Listed below are the statutory items which
normally will be covered routinely in those
provisions of an assistance agreement dealing
with its implementation, or covered in the
agreement by imposing limits on certain uses of
funds.

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

A. PROCUREMENT

l. FAA Sec. 602(a). Are there arrangements
to permit U.S. small business to
participate equitably in the furnishing
of commodities and services financed?

2. FAA Sec. 604(a). Will all procurement be
from the U.S. except as otherwise
determined by the President or under
delegation from him?

3. FAA Sec. 604(d). If the cooperating
country discriminates 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. FARA Sec. 604(e); ISDCA 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 1less
than parity? (Exception where commodity
financed could not reasonably be procured
in U.S.)

S. FAA Sec. 604(g). Will construction or
engineering services be procured from
firms of advanced developing countries
which are otherwise eligible under Code
941 and which have attained a competitive
capability in international markets in
one of these areas? (Exception for those

No

Yes

N/A

N/A

N/A

A
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countries which 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.) -

FAA Sec. 603. Is the shipping excluded
from compliance with the requirement in

section 901(b) of the Merchant Marine Act

of 1936, as amended, that at least

50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and

tankers) financed shall be transported on

privately owned U.S. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

FAA Sec. 621(a). If technical assistance

is financed, will such assistance be
furnished by private enterprise on a
contract basis to the fullest extent
practicable? Will the facilities and
resources Of other Federal agencies be
utilized, when they are particularly
suitable, not competitive with private
enterprise, and made available without

undue interference with domestic programs?

International Air Transportation Fair
Competitive Practices Act, 1974. 1If air
transportation of persons or property 1is
financed on grant basis, will U.S.
carriers be used to the extent. such
service is available?

FY 1988 Continuing Resolution Sec. 504.
If the U.S. Government 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?

FY 1988 Continuing Resolution Sec. 524.

If assistance is for consulting service

through procurement contract pursuant to
5 U.S.C. 3109, are contract expenditures
a matter of public record and available

for public inspection (unless otherwise

provided by law or Executive order)?

NLA'

Yes

-Yes

Yes

Yes

e

(G
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C.

CONSTRUCTION

1.

FAA Sec. 601(d). If capital (e.q.. N/A
construction) project, will U.S.

engineering and professional services be
used? :

FAR Sec. 611(c). If contracts for .
construction are to be financed, will
they be let on a competitive basis to
maximum extent practicable?

FAA Sec. 620(k). If for construction of
productive enterprise, will aggregate
value of assistance to be furnished by
the U.S. not exceed $100 million (except
for productive enterprises in Egypt that
were described in the CP), or does
assistance have the express approval of
Congress?

OTHER RESTRICTIONS

1.

FAA Sec. 122(b). If development loan N/a
repayable in dollars, is interest rate at '
least 2 percent per annum during a grace

period which is not to exceed ten years,

and at least 3 percent per annum

thereafter?

FAR Sec. 301(d). If fund is established Yes
solely by U.S. contributions and

administered by an international

organization, does Comptroller General

have audit rights?

FAA Sec. 620(h). Do arrangements exist Yes
to insure that United States foreign aid B
is not used in a manner which, contrary

to the best interests of the United

States, promotes or assists the foreign

aid projects or activities of the

Communist-bloc countries?

"\

Fmers .



4. Will arrangements preclude use of
financing:

a'

FAR Sec. 104(f); FY 1987 Continuing
Resolution Secs. 525, 538. (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 person to
undergo sterilization:; (3) to pay for
any biomedical research which
relates, 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?

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

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

FAA Sec. 660. To provide training,
advice, or any financial support for
police, prisons, or other law
enforcement forces, except for
narcotics programs?

FAA Sec. 662. For CIA activities?

FAA Sec. 636(i). For purchase, sale,

long-term lease, exchange or guaranty.

of the sale of motor vehicles
manufactured outside U.S., unless a
waiver is obtained?

“\

Yes

Yes

Yes

N/A

N/A

N/A



FY 1988 Continuing Resolution Sec.
503. To pay pensions, annuities,
retirement pay, or adjusted service
compensation for prior or current
m111tary personnel?

FY 1988 Continuing Resolution Sec.
505. To pay U.N. assessments,
arrearages or dues?

FY 1988 Continuing Resolution Sec.

5E06. To carry out provisions of FAA
section 209(d) (transfer of FAA funds

to multilateral organizations for
lending)?

FY 1988 Continuing Resolution Sec.
510. To finance the export of
nuclear equipment, fuel, or
technology?

FY 1988 Continuing Resolution 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 Human Rights?

FY 1988 Continuing Resolution Sec.
516; State Authorization Sec. 10S9.
To be 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?

™

N/A

N/A

Yes

Yes

Yes

Yes



"3(A)2 - NONPROJECT ASSISTANCE CHECKLIST

The criteria listed in Part A are applicable
generally to FAA funds, and should be used
irrespective of the program's funding source.
In Part B a distinction is made between the -
criteria applicable to Economic Support Fund
assistance and the criteria applicable to
Development Assistance. Selection of the
criteria will depend on the fund1ng source for

the program,

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
: DATE? HAS STANDARD ITEM
CHECKLIST BEEN REVIEWED?

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE

1. FY 1988 Continuing Resolution Sec. 523;:
FAA Sec. 634A. Describe how
authorization and appropriations
committees of Senate and House have
been or will be notlfled concerplng

the project.

2. FAA Sec. 611(a)(2). If further
" legislative action is required within
recipient country, what is basis for
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of purpose of the
assistance?

3. FAA Sec. 209. 1Is assistance more
efficiently and effectively provided
through regional or multilateral
organizations? If so, why is assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs. '

N/A

R



FAA Sec. 601(a). 1Ilnformation ang
conclusions on whether assistance will
encourage efforts of the country to:

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

competition; (c) encourage development

and use of cooperatives, credit unions,
and savings and loan associations;

(d) discourage monopolistic practices:
(e) improve technical efficiency of
industry., agriculture, and commerce; and
(£) strengthen free labor unions.

FAAR Sec. 601(b). Information and
conclusions on how assistance 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).

FAA Secs. 612(b), 636(h): FY 1988
Continuinag Resolution Secs. 507, 509.
Describe steps taken to assure that, to
the maximum extent possible, foreign
currencies owned by the U.S. are utilized
in lieu of dollars to meet the cost of

" contractual and other services.

¥YAA Sec. 612(d4). Does the U.S. own
excess foreign currency of the country
and, if so, what arrangements have been

made for its release?

FAA Sec. 601(e). Will the assistance
utilize competitive selection procedures
for the awarding of contracts, except
where applicable procurement rules allow

otherwise?

FAA 121(d). 1If assistance is being
furnished under the Sahel Developnment
Program, has a determination been made
that the host government has an adequate
system for accounting for and controlling
receipt and expenditure of A.I.D. funds?

-
¢



B, FUNDING CRITERIA FOR NONPRGJECT ASSISTANCE

1. Nonprolect Criteria for Economlc Support
Fund

a. FAA Sec. 531(a). Will this _ N/A
assistance promote economic 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?

b. FAA Sec. 531(e). Will assistance
under this chapter be used for m111tary
or paramilitary activities?

c. FAA Sec. 6531(d). Will ESF funds made
available for commodity import programs
or other program assistance be used to
generate local currencies? If so, will
at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 1067?

d. FAA Sec. 609. If commodities are to

- be granted so that sale proceeds will
accrue to the recipient country, have
Special Account (counterpart)
arrangements been made?

e. FY 1988 Continuing Resolution. 1If
assistance is in the form of a cash
transfer: (a) are all such cash
payments to be maintained by the country
in a separate account and not to be
commingled with any other funds? (b)
will all local currences ‘that may be
generated with funds provided as a cash
transfer to such a country also be
deposited in a special account to be used
in accordance with FAA Section 609 (which
requires such local currencies to be made
available to the U.S. governnent as the
U.S. determines necessary for the
requirements of the U.S. Government, and
which requires the remainder to.be used
for programs agreed to by the U.S.
Government to carry out the purposes for
which new funds authorized by the FAA




would themselves be available)? (c) Has
Congress received prior notification
providing in detail how the funds will be
used, including the U.S. interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms
that will be promoted by the cash
transfer assistance?

f. FY 1988 Continuing Resolution. Have
local currencies generated by the sale of
imports or foreign exchange by the
government of a country in Sub-Saharan
Africa from funds appropriated under
Sub-Saharan Africa, DA been deposited in
a special account established by that
government, and are these 1local
currencies available only for use, in
accordance with an agreement with the
United States, for development activities
which are consistent with the policy
directions of Section 102 of the FAA and
for necessary administrative requirements
of the U. S. Government?

2. Nonproject Criteria for Development
Assistance

a. FAA Secs. 102(a), 111, 113, 281(a).
Extent to which activity will (a)
effectively involve the poor in
development, by expanding access to
economy at local level, increasing
labor-intensive production and the use of
appropriate technology, spreading
investment out from cities to small towns
and rural areas, and insuring wide
participation of the poor in the benefits
of development on a sustained basis,
using the appropriate U.S. institutions;
(b) help develop cooperatives, especially
by technical assistance, to assist rural
and urban poor to help themselves toward
better life, and otherwise encourage
democratic private and local governmental
institutions; (c) support the self-help
efforts of developing countries; (4)
promote the participation of women in the
national economies of developing
countries and the improvement of women's
status; and (e) utilize and encourage
regional cooperation by developing
countries?




b. FAA Secs. 103, 103A, 104, 105, 106,
120-21. 1Is assistance being made
available (include only applicable
paragraph which corresponds to source of
funds used; if more than one fund source
is used for assistance, include relevant
paragraph for each fund source):

(1) [103] for agriculture, rural
development- or nutrition; if so

(a) extent to which activity is
specifically designed to increase
productivity and income of rural poor;
[103A) if for agricultural research,
account shall be taken of the needs of
small farmers, and extensive use of '
field testing to adapt basic research
to local conditions shall be made; (b)
extent to which assistance is used in
coordination with efforts carried out
under Sec. 104 to help improve
nutrition of the people of developing
countries through encouragement of
increased production of crops with
greater nutritional value; improvement
of planning, research, and education

with respect to nutrition, particularly

with reference to improvement and
expanded use of indigenously produced
foodstuffs; and the undertaking of
pilot or demonstration programs
explicitly addressing the.problem of
malnutrition of poor and vulnerable
people; and (c) extent to which
activity increases national food
security by improving food policies and
management and by strengthening
national food reserves, with particular
"concern for the needs of the poor,
through measures encouraging domestic
production, building national food
reserves, expanding available storage
facilities, reducing post harvest food

losses, and improving food distribution.



(2) [104) -for population planning
under Sec. 104(b) or health under Sec.
104(c); if so, extent to which activity
emphasizes low-cost, integrated
delivery systems for health, nutrition
and family planning for the poorest
people, with particular attention to
the needs of mothers and young
children, using paramedical and
auxiliary medical personnel, clinics
and health posts, commercial
distribution systems, and other modes
of community outrearch.

(3) [105] for education, public
administration, or human resources
development; if so, (a) extent to which
activity strengthens nonformal
education, makes formal education more
relevant, especially for rural families
and urban poor., and strengthens
management capability of institutions
enabling the poor to participate in
development; and (b) extent to which
assistance provides advanced education
and training of people of developing
countries in such disciplines as are
required for planning and
implementation of public and private
development activities.

(4) [106] for technical assistance,
energy, research, reconstruction, and
selected development problems; if so,
extent activity is:

(i)(a) concerned with data collection
and analysis, the training of skllled
personnel, research on and
development of suitable energy
sources, and pilot projects to test
new methods of energy production; and
(b) facilitative of research on and
development and use of small-scale,
decentralized, renewable energy
sources for rural areas, emphasizing
development of energy resources which
are env1ronmenta11y acceptable and
require minimum capital investment;



(ii) concerned with technical
cooperation and development,
especially with U.S. private and
voluntary, or regional and
international development
organizations;

(iii) research into, and evaluation
of, economic development processes
and techniques; .

(iv) reconstruction after natural or
manmade disaster and programs of
disaster preparedness;

(v) for special development
problems, and to enable proper
utilization of infrastructure and
related projects funded with earlier
U.S. assistance; '

(vi) for urban development,
especially small, labor-intensive
enterprises, marketing systems for
small producers, and financial or
other institutions to help urban poor
participate in economic and social

development.

(5) [120-21] for the Sahelian region;
if so, (a) extent to which there is
international coordination in planning
and implementation; participation and
support by African countries and
organizations in determining
development priorities; and a
long-term, multi-donor development plan
which calls for eguitable
burden-sharing with other donors; (b)
has a determination been made that the
host government has an adeguate system
for accounting for and controlling
receipt and expenditure of projects
funds (dollars or local currency
.generated therefrom)?

c. FAA Sec. 107. 1s special emphasis
placed on use of appropriate technology
(defined as relatively smaller,
cost-saving, labor using technologies
that are generally most appropriate for
the small farms, small businesses, and
small incomes of the poor)?




d. FAA Sec. 281(b). Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country: utilizes
the country's intellectual resources to
encourage institutional development; and
supports civic education and training in
skills required for effective
participation in governmental and
political processes essential to
self-government.

e. FAA Sec. 10l1(a). Does the activity
give reasonable promise of contributing
to the development of economic resources,
or to the increase of productive
capacities and self-sustaining economic
growth? :
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SECRETARIA PERMANENTE DEL TRATADO GENERAL.
DE INTEGRACION ECONOMICA CENTROAMERICANA

AT
RO

c ¢ 567 172/88
' lgide agosto de 1988

‘Sefiora

Nadine Hogan
Directora de ROCAP - .
8a. Calle 7-86, Zona 9§ ; .
Ciudad de Guatemala :

Proyecto de Estudios en Politica
Economica.  Solicitud de Coopera-
T 7 a7 . . . :
cion Tecnica y Financiera

Estimada Sefiora Directora:

De acuerdo con el gentil ofrecimiento de cooperacidn con esta Secre-
taria Permanente, que usted nos ha expresado, y al tenor de las reuniones de
- trabajo que han tenido lugar en los Ultimos meses entre funcionarios de la SIECA
y de la Oficina Regional a su digno cargo, tenemos el gusto de solicitar,
POor su medio, que ROCAP nos otorgue cooperacion financiera, por el monto de
U5$650,000.00 (Seiscientos Cincuenta Mil Ddlares), destinados a la ejecucion
del Proyecto en referencia, en un periodo estimado de veinticuatro meses.

El Proyecto, segun ha sido expuesto en las reuniones de trabajo y
que se encuentra descrito en el Anexo I del reciente borrador del Convenio de
Donacidn, que obra en nuestro poder, a partlr del 8 del corriente mes, tiene
cuatro componentes que se complementan asi:

1. La direccidn y ejecucién, en el curso de ios siguientes vein-
ticuatro (24) meses, de aproximadamente ocho (8) estudios de
corta duracidn, sobre cuestiones de politica econdmica rele-
vantes para el desarrollo y la integracidon centroamericana, y
dirigidos a facilitar el proceso de toma de decisiones de po-
litica en el ambito regional.

Los estudios seran llevados a cabo por la SIECA, por conducto
de su Centro de Estudios e Investigaciones Especificas (CEIE),
tanto en forma directa com tambien por medio de contratar, con cargo a los
recursos del Proyecto, los servicios de otros centros de investigacion y com—
sultores (firmas o individuos) del area centroamericana. El costo de este
camponente del Proyecto esta estimado en US$478,000.00 (CUatroc1entogyijx¥3;

ta y Ocho Mil DSlares). ~v o,
Yy __——— %
5 SR 4o
om s 2 <
-2 < 3
0‘ A \O >
QOA Méé &
Q_'_q

4a, Avenids 10-25, Zona 14, Cuatemals, C. A. - Tals, Nos. 682151.4 - Apartado Postal No. 1237 - Cable: “INTEGRACION™ - SIECA R
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ANNEX C.1.

SO JUp
T ABYARIA PERMANENTE DEL TRATADO GENERAL . Page 2 of 2
JE INTEGRACION ECONOMICA CENTROAMERICANA

Sefiora Nadine Hogan
19 de agosto de 1988

"~ Segunda hoja

2.

El mejoramiento de las estadisticas basicas y de las publica-
ciones que, en este importante campo de servicio regional,
realiza la Secretaria en beneficio de los gobiernos e institu-
ciones del drea, asi como de otros usuarios de datos, tanto
dentro de Centroamérica como en el exterior. Su costo es de
US$100,000.00 (Cien Mil Ddlares).

El fortalecimiento de facilidades basicas para la Secretaria,
tales como la dotacidn de equlpos y programas de computac1on,
otros equipos de comunicacidn; asi como la adquisicidn de li-
bros y otras publicaciones relevantes para el quehacer de la
Secretaria, que completen y actualicen la existencia de su bi-

_ blioteca y Centro de Documentacion, y la implantacidon de mejores.

sistemas que faciliten a los usuarios, de dentro y fuera de la
SIECA, el acceso a la informacion. El costo de este componen-
te es de US$52,000.00 (Cincuenta y Dos Mil Délares).

La celebracidn de dos (2) seminarios regionales, con amplia
participacidén de distinguidas personalidades de los sectores
publico y privado de la region, para: presentar los resulta-
dos.de las investigaciones; discutir las opciones de solucion
de problemas que se presentan en ellas; y difundir los méritos
del Proyecto. El costo de este componente es de US$$20,000.00
(Veinte Mil Ddlares).

Esperando que la informacién que suministramos a usted con la presente
sea suficiente para resolver nuestra solicitud de ayuda técnica y financiera, sin
perjuicio de remitir en breve documentacidn completa sobre el Proyecto aqui refe-
rido, aprovecho la oportunidad para saludar a usted muy atentamente y para reite-
rarle téstimonio de mi alto aprecio y consideracion.’

DESARROLLO, INTEGRACION Y DEMOCRA
CENTROAMERICA, UNA Y LIBR
1,




ANNEX C.2.

e

dalicdzon

INCAE

Alajuela, Costa Rica
August 8, 1988

Ms. Nadine Hogan
Regional Director
AID/ROCAP
American Embassy
Guatemala, C.A.

Dear Nadine:

The purpose of this letter is to request approval for the Economic
Policy Research Project.

The project will sponsor the Central American Institute of Business
Administration (INCAE), the permanent secretariat for Central American
Economic Integration (SIECA), and the Institutes of Economic and Social
Research of the Caribbean Basin (IESCARIBE), in coordinated efforts to
improve the quality of economic policy analysis in Central America.

The project will support studies, techrtical assistance, strengthening
research infrastructure, training workshops, and policy dialogue
seminars. Economic policy studies will be in the broad areas of
increasing economic cooperation and improving trade policy in the Central
American Region. '

INCAE's responsibilities under the grant will include: liaison and
cooperation with ROCAP and other grantees; representation on the project
steering committee and participation in all activities assigned to this
committee in the project. INCAE will also: make subgrants or otherwise
arrange for 10 economic policy studies, 3-5 of which will also include
institutional strengthening assistance; hold 5 skills-improvement
workshops; and hold at least 5 dissemination and discussions meetings
around of the results from the studies supported via the INCAE grants.

INCAE is looking forward to work once again with ROCAP.

Very truly your%

Melvyn R. Copen
Rector

Enclosed yon will find one annex showing the budget for the life of the
project to which we agree and the INCAE's matching contribution.

INSTITUTO CENTROAMERICANO DE ADMINISTRACION DE EMPRESAS

Sede Costa Rica

Apartado 960 Sede Nicaragua
4050 Alajuela Telex 7040 Telex 2360 Apartado 2485
Costa Rica Teléfono 41-22-55 Teléfono 58446/8 Managua. Nicaragua

{_\.i
VAN



INCAE'S MATCHING OCONIRIBUTION

FIRST YEAR
SATARIES
J. Nicolés iarin * 12,500
Francisco Gutiérrez * 12,500
25,000

* They are INCAE's Faculty member and will

SECCND YEAR

12,500

12,500

25,000

support the project

THIRD YEAR

12,500

12,500

25,000

37,500

37,500

75,000



ILIUSTRATIVE INCAE B

TABLE 1

UDGET FOR THE LIFE-OF-THE-PROJECT

(30 Months)
ITEA TQOTAL STUDIES TRGNG =~ SEMINARS
Salaries 121,642 57,500 44,860 24,282
Professimal Staff ‘121,642 57,500 44,860 24,282
Support staff
Consultants
Travel 38,240 3,500 25,000 9,740
Staff 5,740 3,500 2,240
Consultants - -
Participants 32,500 225,000 7,500
Per diem/hotel/food 28,440 2,700 17,500 8,240
Staff 3,500 2,700 800
Consultants - - - -
Participants 24,940 - 17,500 7,440
Training courses a/ a/
Seminars b/ b/
Commodities 35, 000* 35,000*
. T

Adit
Evaluation
Other Direct (bsts 41,922 15,232 14,875 11,815
Publications 20, 140 10,000 4,875 5,265
Supplies, etc. 8,982 2,232 5,000 1,750
Communications 5.250 3,000 1,500 750
Site expenses 7,550 - 3,500 4,050
Subgrants/Subcontracts 135,000 135,000
Subtotals: '

w/ computers 400,244 208,932 137,235 54,077

w/o camputers 365,244 102,235
Overhead 84,006 48,054 23,514 12,438
(23%; provisional)

484,250 256,986 160, 749 66,515

TOTAL

* No overhead on ROCAP-procured computer.
a/ $155,637 distributed; b/ $63,811 distributed.

o
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ANNEX C.3.

IESCARIBE

DE LA CUENCA DEL CARIBE

THE CARIBBEAN BASIN

August 10, 1988

Ms. Nadine Hogan
Director, ROCAP
Guatemala City, Guatemala

Dear Ms. Hogan:

We are requesting a grant to IESCARIBE, under ROCAP's Economic
Policy Research Project, in the amount of $192,750.

As you know, this project was developed by IESCARIBE for the AID
office in Washington, D.C. It is our understanding that it was
approved there, and then sent to ROCAP for its study and possible
implementation. The project was discussed at a meeting in
Guatemala from June 12 to 14, at which proposals were presented by
INCAE, SIECA, and ourselves. The outcome of this meeting was
modified and finally confirmed at a recent meeting in San Jose on
August 4th and 5th.

The new version of the project has IESCARIBE providing the
technical expertise and consulting services. Our request for funds
to include conferences and a publication, as agreed in the June
meeting, was not included in the budgeted amount referred to above.
Hopefully they will be financed from funds obtained in the future.

W1th best regards,

slncerely,

e Sdlazar- rrlllo
e51

INSTITUTOS DE INVESTIGACION ECONOMICA Y SOCIAL

VATAN

e

INSTITUTES OF ECONOMIC AND SOCIAL RESEARCH OF

Y

/



ANNEX D
* Page 1 of 2

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON D C 20523

LAC-IEE-88-28

ENVIRONMENTAL THRESHOLD DECISION

Project Location : ROCAP
Project Title : Economic Policies Studies
Project Number : 596-0147
Funding : $2,000,000 (G)
Life of Project : 2 years
IEE Prepared by : William Garland
LAC/DR
Recommer.ded Threshold Decision : Categorical Exclusion
Bureau Threchold Decision : Concur with Recommendation
Comments : None
Copy to : Nadine Hogan, Director
ROCAP/Guatemala
Copy to : Frank Zadroga, ROCAP/San Jose
Copy to : Donald Boyd, LAC/DR/CEN
Copy to : IEE File
Jass 4. Aé,zlzL bate JUL 28 1988
g zames S. Hester

Chief Environmental Officer
Bureau for Latin America
and the Caribbean



ANNEX D
Page 2 of 2

JUL 27 |938

MEMORANDUM

T0: LAC/DR/EST, James S. Hester

FROM: ROCAP Direc W"WM

SUBJECT: Environmental Determination for ROCAP: Economic

Policy Research Project (596-0147)

Project Description: The purpose of this project is to finance
research and intitution building activities to improve the
capacity to undertake economic policy analysis. The project
will increase the quality and quantity of economic research and
analysis in Central America on critical economic policy issues
through three main types of activities: economic research by
Central American organizations, including technical assistance;
sponsorship of seminars and dissemination of research
publications; and project management.

Statement of Categorical Exclusion: It is the opinion of the
project manager that this project does not require further
environmental analysis because its activities fall within the
class of actions subject to a categorical exclusion, as
described in Section 216.2, paragraph (c)(2)(i) and (c)(2)(iii)
of 22 CFR 216. This section states that "Education, technical
assistance, or training programs except to the extent such
programs include activities directly affecting the
environment”, and "Analysis, studies, academic or research
workshops and meetings” are types of activities generally
excluded from further environmental review.

ha;ommendatlon. That you approve the threshold decision of a

s i:2l zuzlusion for this project given that the
aCtl\ltleS to be funded are macroeconomic research studies and
technical assistance which will not directly affect the
environment and which are included in the classes of actions
et subject to the full A.I.D. environmental assessment
procedures.

ﬁﬁ
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APPROVAL OF NON COMPETITIVE GRANT SELECTION

SUBJECT: Approval of Non-Competitive Grant Assistance
under the Economic Policy Research Project
(596-0147)

SUMMARY:

This Annex justifies, recommends, and when signed by the
Regional Contracts Officer, approves non—-competitive grant
selection of INCAE (Central American Institute for Business
Administration) and IESCARIBE (Institutes of Economic and Social
Research in the Caribbean Basin) under project No. 596-0147.

BACKGROUND ¢

The scarcity of economic research capacity in Central America
has long been recognized as a serious constraint to long term
development. To address the need to expand and up-grade
regional analytic capacity, AID/W initially undertook a project
design activity to address this constraint. The PID, approved
on July 10, 19287, included reference to IESCARIBE as the
implementing institution. The original draft PP called for a
single cooperative agreement with IESCARIBE. Following several
reviews of the PP, responsibility for project design,
obligation, and implementation was transferred to ROCAP in early
CY 1988.

Given the nature of the task, and of the required institutional
involvement, ROCAP determined that the objectives could best be
pursued through interrelated separate grants to SIECA (the
chosen instrumentality of the Central American government's for
regional economic cooperation issues), INCAE (a premier academic
institution and the region's principal business economics
training center), and IESCARIBE (an association of U.S., Central
American, and Caribbean universities and research

institutions.) INCAE, alone among C.A. educational
institutions, combines business education with academic
excellence and has the confidence of both governments and the
private sector. It also has unique experience in conducting the
types of seminars and workshops called for under the Grant.
IESCARIBE provides a link among both the target institutions in
the region and with potential providers of technical assistance
from the U.S. In the judgement of ROCAP, each could make a
unique contribution to the project and, collectively with SIECA,
they are exhaustive of the region's capability to implement the
project.

o/
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Proposals were invited from these three. ROCAP hosted a
workshop with these institutions in Guatemala City in June of
1988. This resulted in a project paper and refined proposals
from the potential grantees. (See project paper for full
discussion of project rationale, the advantages of these
respective institutions, and overall orchestration of project
components) .

Based on the refined proposals, ROCAP proposes to enter into
30-month Cooperative Agreements with INCAE (for approximately
US$ 485,000) and IESCARIBE (for approximately US$190,000); and
into a Handbook 3 Project Grant Agreement with SIECA (for
approximately US$650,000).

ROCAP will contract directly for a project advisor, coordinate
project activities among the three grantees, and remain
substantially involved in the project.

The Cooperative Agreements with INCAE and IESCARIBE involve
three basic components: (1) studies and study-related
institutional support; (2) seminars and meetings to disseminate
findings; and (3) technical workshops to improve research skills.

AUTHORITY:

Use of Grants:

Channeling of assistance through a grant instrument, two
cooperative agreements in this case, instead of a contract
arrangement is authorized by the Federal Grant and Cooperative
Agreement Act of 1977 (PL 95-225, 31 USC 6301-8 et seq.,
A.I.D.'s Handbook 1B, CH. 25, E3). Grants are justified when
the purpose of A.I.D.'s "relationship is the transfer of ...
anything of value to the recipient in order to accomplish a
public purpose of support or stimulation authorized by Federal
statute rather than" to acquire property or services for the
direct benefit or use of the U.S. Government. Cooperative
Agreements are justified when substantial involvement is
anticipated between A.I.D. and the recipient.

Non-Competitive Awards:

Handbook 13 (rev. May 26, 1988) provides that the cognizant
grant officer may approve the justification of non-competitive
awards based on a specified criteria for exceptions. Handbook
13, Chapter 47.3 provides that "Competition is not required
for... b. Assistance awards for which one recipient is




considered to have exclusive or predominate capability, based on
expirence, specialized facilities, or technical competence, or
based on an existing relationship with the cooperating country
or beneficiaries." The grantees, both severally with respect

to project components and collectively with respect to the
project as a whole, meet this test.

RECOMMENDATION:

That you approve the non-competitive selection of INCAE and
IESCARIBE for Cooperative Agreements based on their collective

predominate capability to implement this project. This
capability consists of technical competence, ability to supply

critical inputs, unique relationships with Central American
Governments, and existing relationships with beneficiaries and
with potential U.S. technical assistance providers.

DISAPPRO D

John McAvoy
Regional Contract Officer

DATE éVﬁ///gg

Drafted by: Cﬂ:
PRM:TFMiller

Cleared by
APDO PTuebner
ARDIR:EBrineman

brg:8-04-88:0235J
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SUBJECT: 'ECONOMIC POLICY RESEARCH PROJ CT

1. AN ISSUES MEETING WAS LD ON JENUARY 7, 1988, TO

REVIE¥ TEE DRATFTT PROJECT PAVIR (PP) FTOR SUBJECT
PROJECT. RESULTS OF THAT MEETING AND SUBSEQUENT
DEVELOPMENTS ARE SUMMARIZED IN THIS CABLE.

‘2.(2) TEE PROPOSED DOLS 1.7 MILLION FY 1983 PROJECT IS

DES1GNED TO EXPAND AND IMPROVE ECONOMIC KESEAECH AND
ANALYSIS BY UNIVERSITIES AND ECONOMIC RESEAECE CENTERS
IN CENTRAL AMEIRICA ON CRITICAL ECOKOMIC POLICY ISSUES. -
MUCE OF TEE POLICY ANALYSIS IKDICATING A NEED FOR

"ECONGMIC KEFORM IN CENTRALL AMERICA EAS BEEN DOKE BY

TOR: 14: 26

_ CN: 25383

CHRG: -ROCP

* _DIST: ROCP
~ ADD:

DONOE INSTITUTIONS, AND THE LACK OF IN—-COUNTRY ECONOMIC -

-ANALYSIS EAS BEEN A KEY CONSTRAINT TO SUCE REFORM. THE
PROJECT PROPCSES TO FINANCE ECONOMIC RESEARCH OF COURRENT
, INTREST BY UNIVERSITIES AND ECONOMIC RESEARCH CENTERS,

AND RELATED TLCENICAL ASSISTANCE AND DISSEMINATION
CO0S®S. THE PhOJECT WOULD ALSO FUND A CONTRACT EMPLOYEE

;3 TO ASSIST WITE A.I.D. PROJECT MANAGEMENT FUNCTIONS. THE

PROJECT DESIGN CALLS FOR THE PROJECT TO BE MANAGED UNDER
£ COOPERATIVE AGREEMENT WITE THE INSTITUTES OF ECONOMIC
AND SOCIAL RESEARCE OF TEE CARIBBEAN EASIN (IESCARIBE)

A NON—-GOVERNMENTAL ASSOCIATION OF TEE LEADING UNIVERSITY

ECONOMICS DEPARTMENTS AND XCONOMIC RESEARCH CENTERS IN
THE CARIBEEAN BASIN.

(B) CHANNELING A.I.D. SUPPORT THROUGH A
CARIBREAN/CENTRAL AMERICAN ORGANIZATION IS INTENDED NOT

ONLY TO INSTITUTIONALIZE EFFECTIVE PROJECT DIRECTION AND

MANAGEMENT -EUT ALSO TO INSULATE THE PROJECT FROM ANY
PERCEPTION OF USG CONTROL OVER THE CONDUCT OF THE

RLSEARCH OR TEE FINDINGS. TEE RESEARCH MUST BE BONAFIDE

LOCAL %ORr. TO ENSURE ITS CREDIBILITY AND MAXIMIZE THE

FROSPECTS FOR POLICY IMPACT.

(C) THE PROJECT IS A PILOT AND COULD LEAD TO 4 FOLLOW-ON
PROJECT EEGINNING IN FY 16G3. :

(D) TEE DRAFT PP HAS BEEN FORWARDED TO ROCAP IN HARD

1/4 ‘ "UNCILASSIFIED STATE p6043¢/01
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| PROJECT (PROJLCT MANAGEMENT, ECONOMIC ANALYSIS

1/4 - - TNCLASSIFIED  STATE 06843e/01

LRn

.A I:D.”S PROJECT MANAGEMENT IN CENTRAL AMERICA WHERE
-KESEARCH CENTERS ARE LOCATED; AND. WILL ALLOW A.I.D. TO»

(B) RECOGNIZING IESCARIBE’S LIMITATIONS, THE PP

.y L

COPY AND ON A WANG DISK.

‘2. A.I.D. PROJECT MANAGEMENT: PER RECOMMENDATIONS AT

THE ISSUES MEETING AND DISCUSSIONS BETWEEN LAC AND N
ROCAY, FURTHEZk PHOJECT DEVELOPMENT AS WELL AS MANAGEMENT
FOR THIS PROPOSED PROJECT ARE BEING TRANSFERRED FROM

4 I.D./w TO ROCAP ALONG WITE TEE RELATED OYB., ROCAP IS
AUTZOKIZED TU APPROVE TESX PP AND AUTHORIZE TEE PROJECT
AFTER KESOLVING PROJECT DESIGN ISSUZS RAISED IN THIS
CABLE, SHIFTING TEE PROJECT TO ROCAP WILL SITUATE

IESCARIEE AND TEE MFMBER UNIVERSITIES AND ECONOMIC
BEST PROVIDE THE LEVEL OF SUPPORT NEEDED FOR THIS

PROCUREMENT , CONTRACTING, EINANCIAL MANAGEMENT, AND .
COORDINATION WITH BILATERAL MISSIONS) T

vu,,,m ‘,
ERFEAR SNV SR

4., IESCARIBE MANAGEMENT: -

(A) IESCARIBE WAS IDENTIFIED BY THE LAC DESIGNERS AS TEE

GRANT RECIPIENT (COOPERATIVE AGREEMENT) BECAUSE

" IESCARIBE IS TEE ONLY ORGANIZATION WHOSE MEMBERSHIP

+» COMFRISES THE LEADING UNIVERSITY ECONOMICS TEPARTMEINTS

, AND OTEER ECONOMIC RESEARCH CENTERS IN THE REGION, AND.
¥EICE EXISTS TO PPOMOTE ECONOMIC RESEARCE RY LTS

. MEMBERS. ALSO, 1ZSCARIBE INITIATED SOME OF TH PPOJFCT

- CONCEPTS IN AN EARLIER PROPOS&L TO A.I.D. TO'SUPPORm

ECONOMIC POLICY PASVAPCE BY ITS MEMBERS IN CENTRAL
AMERICA. THE DRAFT PP ACKNOWLEDGES, HOWEVER, THAT
IESCARIBE"S CAPABILITY LIES ESSENTIALLY IN TEE ECONOMIC
HESEARCH CAPABILITIES AND ORGANIZATIONAL SXILLS OF THE
MAMBER INSTITUTIONS RATHER THAN IN TEE IESCARIBE
E¥ADQUARTERS. - . :

INCORPORATED MODEST INSTITUTION BUILDING COMPONENTS.

“THE PP DELIBERATELY AVOIDED CKEATING AN OVERSIZED L

JESCAKIBE HEADQUARTERS UNIT TEAT WOULD NOT BE

’ FINANCIALLY VIABLE BEYOND THE PROJECT LIFE. THE PP

PROVIDED FUNDING TO RIRE TWO SENIOR STAFF AND SOME
SUPPORT STAF¥ FOR IESCARIEE. ADDITIONAL ADMINISTRATIVE
AND FINANCIAL MANAGEMENT SERVICES WERZ TO BE CONTRACTED
YROr: THEE PERMANENT SECRETARIAT FOR CENTRAL AMERICAN
ECONOMIC INTEGRATION (SIECA) A MEMEBER OF IESCARIRE WITH
EXPrRIENCE CONDUCTING ECONOMIC POLICY STUDIES AND

- MANAGING A.I.D.-FUNLED PROJECTS. TSE PP REQUIRED EARLY '

ESTABLISHMENT OF ADEQUATE ADMINISTRATIVE AND FINANCIAL ~
MANAGEMENT PROCEDURES BEFORE A.I.D. DISBURSEMENT FOR
ECONOMIC RESEsRCE ACTIVITIES. TO ASSIST IN TEE DESIGN

/¢ '  UNCLASSIFIED STATE 068438/21
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€} REVIEW AND IMPLEMENTATI.. OF THE ECONOMIC RESEARCH
ACTIVITIES, TECENICAL ASSISTANCE WAS TO BE PROVIDED BY

© ECONOMIC LXPERTS FROM TEE UNITED STATES AND CENTRAL

O ALRICA. . 3 )

rqEITB THIS SUPPORT. IESCARIBE UAS TO PROVIDL OVERALL
O PROJECT MANAGEMENT INCLUDING: 1) PROMOTE AND

COOHDINATE RESEARCH BY ITS MEMBERS ON TOPICS OF POLICY f:

IMPORTANCE; 2) S»LECT TEE RESEARCH PROPOSALS WHICH ¥OULD -

O RECEIVE SUBGRANTS; 3) AWARD SUBGRANTS TO MEMBER
INSTITUTIONS; 4) MONITOR RESEARCH UNDER THEE SUBGRANTS® TO
ENSTRE PROPER IMPLEMENTATION AND USE OF FUNDS: 5)

®) PROVIDE TECHENICAL ASSISTANCE AND COMMODITIES FOR

~~ ECONOMIC RESEARCH; 6) PROMOTE DIALOG ON RESEARCH -~ -~

- - FINCINGS TEROUGH REGIONAL CONFERENCES; AND 7) STIFULATE
=t)4JHL PUELICIZING AND APPLICATION OF HEQEARCE FINDIKGS AND
o
O

RECOMMENDATIONS TO TVI FORMULATION OF NATIONAL VCONOMIC

“++ FOLICIES. | o o
“'(¢) TEE ISSUE OF IESCARIBE’S ADMINISTRATIVE £ND &
FINANCIAL CAPACITY WAS EXAMINED AT TEE PP ISSUES

:t) MEETING. AT THAT MEETING, THE SER/OP REPKESENTATIVE WAS

~ ASKED TO EXAMINE INFORMATION AVAILABLE IN A.I.D:/¥ ON
-, IESCAKIRE’S FINANCIAL SITUATION AND TO OFFER & WRITTEN
"~ OPINION ABOUT IXSCARIBE’S ELIGIBILITY FOR THIS GRANT.

?’ SUBSEQUENTLY, SEX/OP ADVISED THAT IESCARIBE DID NOT EAVE ..

7+, THE FINANCIAL DEPTH TO JUSTIFY A- RESPONSIBILITY
' DETERMINATION™ EY A& CONTRACT OFFICER FOR A GRANT TEIS

-

"I0 ROCAP.

';:, (::'. ~. B

5. "REDESIGN OF PROJECT MANAGEMENT: GIVEN A.I.D:'S

=~ PROJECT, TEE KEY ISSUE AT TEIS DRAFT STAGE IS BOV IT
. SHOULD BE ORGANIZED AND MANAGED, ¥X FEEL TEAT IESCARIBE

Eﬁ’CONTINUING INTENT TO SUPPORT AN ECONOMIC POLICY RESEARCH
¢y IARTICIFATION IS STILL VITAL TO TEE PROJZCT CONCEPT. WE

SUGGEST TEAT ROCAP EXPLORE TEEL POSSIBILITY OF A MUCH
2~ SMALLER GRANT TO IESCARIBE AND & LARGER GRANT ®ITE SIECA
'C) OR WITE AN IESCARIBX UNIVERSITY OR ECONOMIC RESEARCH
>’ CENTER WITH ADEQUATE ADMINISTRATIVE SYSTEMS AND
i1 FINANCIAL RESOURCES TO ACT AS A LEAD INSTITUTION.
@)

IESCARIBE’S ROLE WOULD BE TO CONDUCT INTERNATIONAL
» "CONFERENCES AND COORDINATE ECONOMIC RF¥FSEARCH ON CPITICAL
'(3 ECONOMIC POLICY ISSUES. AMONG OTHER FUNCTIONS,
"> IESCARIBE COULD BE INVOLVED IN INVITING dLSEARCH
. PROPOSALS, COORDINATING THE WORK OF THE SUBPROJECT
O REVIEV COVMITTLd. PROVIDING TECHNICAL ASSISTANCE FOR THE
..~ PREPARATION OF PROPOSALS -PUBLICIZING KRESEARCE FINDINGS
~ AND STIMULATING POLICY DISCUSSION AND IMPACT.-

O SIECA OR ANOTEER IESCARIBEX LEAD INSTITUTION WOULD BE
7.+ RESFONSIBLE ESSENTIALLY FOR MANAGING THE SUBGRANTS AND
¢~ OTHER DIRECT SUPPORT TO THE UNIVERSITIES AND ECONOMIC
‘' RESLARCH CENTERS CONDUCTING TEE RESEARCE.

@ ¥OR KOCAP’S CONSIDERATION 1IN REDESIGNING THIS COMFONENT

2/4 :  UNCLASSIFIED STATE B68438/02
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~2/4 L 7 TMCLASSIFIED STATE @€e°38/02
OF THE PROJECT, SOME MANAGEMENT OPTIONS AND e
CONSIDERATIONS LISCUSSED INFORMALLY IN A.I.D:/W ARE
NOTED IN ITEMS 11 AND 12 BELOV. N

O
D e. OBLIGATION SCHEDULE: A O wTy

O (A) TEE PP, P.21, ALLS FOR OELIGATION IN TWO TRANCH
U.S. DOLLARS 60¢ 990 FOR PROJECT START-UP AND AN

. ADDITIONAL DOLS 1,100,003 IN MONTH SEVEN. THE INTENT

0O WAS TO LIMIT A.I.D."S INITIAL FUNDING UNTIL IESCARIBE

"~ BAD LEMONSTRATED TSE EFFECTIVENESS OF ITS PROJECT - ’

Lrr MANAGEMENT SYSTEMS. TEIS VILL BE LESS OF A '

e COhSIDLRALION IF A MAJOR PORTION OF PROJECT FUNCTIONS

by ¥ UNDZRTAKEN BY ANOTHER INSTITUTION WITH EVIDENT :

'SUFFICILNT CAPAFILITY. EENCE, ROCAP SHOULD RECONFIGURE

Tdx OBLIGATION SCEEDULE TO REFLECT PROJECT EXPENDITURE

REQUIREMENTS AND OYB AVAILABILITY.

%} EEVISED TO REFLECT TFE OBLIGATION CHANGES. NOTE THAT
© ELOCX EIGET INCOERECTLY SEOVS ESTIMATED EXPENDITURES
- RATEFR TEAN ESTIMATED OELIGATIONS. A

<. ADMINISLRALIVM ANALYSIS: .

(A) TEE PP ADMINISTRATIVE ANALYSIS NEEDS TO RE AUGWLNTED
. "VWITE MORE EXPLICIT INFORMATION AEOUT IESCARIBE’S FRESEINT
-~ ORGANIZATIONAL STRUCTURE OPERATIONS AND LIMITATIONS.
~ THE PP SHOULD IDENTIF¥Y IESCARIBE’S LEADERSHIP £ND
v STArFING AND EXPLAIN THEIR ROLES. TO TEE EXTZINT
-~ . POSSIBLE 1IT SnOLLD ASSYSS IESCARIEE’S PEPFORMANCE UNDER
-~ TwO PREVIOUS A.I.D. CONTRACTS AND UNDER THE RECENTLY
. COMPLETED INTER-AMERICAN DEVELOPMENT EANKX PROJECT. WHAT
7~ EKIND OF FINANCIAL AND PROCUREMENT SYSTEMS WERE USED? °
7 A.I.D./W MAY BE ABLE TO EELP PROVIDE ADDITIONAL
’3'-DLSCRIDTION/ANALXSIS IN TEIS REGARD.

.
,’ ‘

7

2/4 ' UNCLASSIFIED  STATE 668438/02

(B) TEE PP FACESEEET, BLOCK FIGET,  "COSTS," NEEDS TO BE -

‘j~(B) ASSUMING TEE PHOJECT DESIGN IS MODIFIED TO INCLDDE A'
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GRANT TO SIECA OR ANOTHER IESCAHKIBE INSTITUTION “THE
ADMINISTHATIVE ANALYSIS SEOULD BE EXPANDED TO DISCU’S
THE CAPABILITIES OF THAT INSTITUTION. T

(C) THE PROCEDURES USED IN TEE A.I.D. SCIENCE ADVISOR'S

- COMPETITIVE GRANTS PROGRAM WAS DISCUSSED AT THE ISSUES

MEETING AS BAVING POSSIBLE APPLICATION TO TEE ECONOMIC
POLICY RESEARCH PROJECT. LAC/DR WAS ASSIGNED TO EXAMINE
TBE PROCEDURES USED AND TEEIR POTENTIAL APPLICABILITY.

THIS PROGRAM SUPPORTS NEW RESEARCH IDEAS IN THE NATURAL

SCIENCES AND ENGINEERING TEAT CAN BE READILY ADAPTED TO

SERIOUS PhOBLEMS FACING LDCS. - DESPITE INPORTANT :
DIFFERENCES BETWEEN THE SCIENCE ADVISOR’S- PROGRAM AND

.THE PROPOSED ECONOMIC POLICY RESEARCE PROJECT, THE
"SCLENCE ADVISOR’S PROGRAM HAS GENERATED EXPERIENCE S
RELATED TO RESEARCE GRANTS THAT COULD BE HELPFUL. - AMONG .
- ITEMS FOR CONSIDERATION ARE: 1) THE DETAILED B
"INSTRUCTIONS AND INFORMATION TO POTENTIAL RVSVARuEEPS:

2) TEE "PRE-PROPOSAL" PROCESS WHICE WEEDS OUT
SURMISSICNS PRIOR TO DEVELOPMENT OF FULL PROPOSALS; 3)

"TEE INSTRUGCTIONS TO TEE REVIEW PANELS AT RATE .
PROFOSALS; 4) THE TIME INVOLVED IN AWARDING GRANTS AND..

CONDUCTING RESEARCH; AND 5) A.I:D.”S PROCEDURES FOR
MANAGING INDIVIDUAL RESEARCH GRANTS INFORMATION ON "THE
SCIENCE ADVISO& PRCGRAM IS BEING FCRWARDED BY LnC/Dm TO
ROCAP. )

€. A.I.D. CONSULTAHTS: TEE PP'BUDGET (P. 22) C“NTAINS“"Q

TOLS 236,000 UKDER TEE A I.D. PROJICT MANAGEMENT
CATEGORY FOR A CONSULTANT TO ASSIST A.l1.T. WITH PROJECT
MANAGEMENT. ROCAP SHOULD CONFIRM THE NEED FOR TEIS j
PEOJECT MANAGEMENT ASSISTANCE. -

9. LINKAGES WITE U.S. UNIVERSITIES: " WAYS TQ STRENGTHEN
THESE LINKAGES SEOULD BE CONSIDERED. TEE PP NARRATIVE

'SPEARS OF ENCOURAGING INSTITUTIONAL LINXAGES BETWEEN THE

CENTRAL AMERICAN UNIVERSITIES AND ECONOMIC RESEARCH
CENTERS AND SIMILAR INSTITUTIONS IN THE UNITED STATES. -
THIS ASPECT OF THE PROJECT IS NOT DESCRIBED IN ANY . :
DETAIL EOVWEVER -NOE ARE FUNDS IDENTIFIED TO PAY FOR

S U.S INSTITUTIONAL SUFFORT OTHER TZAN PSC SERVICES

PROVIDED BY INDIVIDUALS FROM TROSE INSTITUTIONS.

PERFAPS FUNDS UNDER THEE SUBPROJECTS CATEGORY OR OTH:R
EUDGET CATEGORY COULD BX MADE AVAILABLE, IF NSEDED, TO
PAY FOR TRAVZL BY CENTRAL AMERICAN RESEARCEERS TO U.S.
INSTITUTIONS OR FOR SUPPORT PROVIDED BY U.Sﬂ
INSTITUTIONS: EVEhRY EF¥FORT SHOULD BE MADX TO SEEx THE
BEST TALEKT AVAILABLE FROM AMONG A WITLE hAth OF U.S.
UNIVERSITIES:

12, STUDY TOPICS:

fﬂ) TEE ISSUES MEETING DISCUSSED WHETEER TEE PP NFEDED

TO IDENTIFY MORE EXPLICITLY TEE ECONOMIC STUDY TOFICS
THAT WILL EXECEIVE PRIORITY FOR SUPPORT UNDER THIS
PROJECYT. STUDY TOPICS ARE DISCUSSED IN THL PP ON PPS.

- .18 AND 46-47.
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"WAIVED COMPETITION FOR A CA REGIONAL PD&S FUNDED
"CONTREACT WITHE IESCARIEE TO CONDUCT PROJECT DESIGN WORK

O’v - ZD‘&:‘, o

(B) THERE WAS AGREEMENT THAT THE PP DISCUSSION OoF STUDY
“TOPICS %AS ADEQUATE BUT TEAT TEE QUOTxz CALL FOR .
PROPOSALS UNQUOTE WHICE WILL EE SENT TO MEMEER . e
INSTITUTIONS SHOULD BE DEVELOPED EARLY AND IN SOME T
DETAIL BY TESCARIBE AND APPROVED BY A.I:D. THIS R
DOCUMENT WILL EXPLAIN THEE PROJECT THE AREAS OF STUDY "AQ' :
AND THE PROPOSAL PxOCESS TO THE IESCARIBE MEMBER - - SRS

“INSTITUTES. IT WILL BE THE KEY ACTION DOCUMENT FOR TEE
.MLMBE% INSTITUTIONS AND THE INDIVIIUAL RESEARCHEHS

j(C) FOR ROCAP’S REPEREVCE, WE ARE FOPKAPDIN" BY POUCE
- SEVERAL DOCUMENTS RELATED TO TEE CALL FOP PROPOSALKQQNCE ADVISOR’S

OFFICE THAT IS SIMILAR TO A CALL FOR FROPOSALS:

11. OPTIONS FOR PROJECT MANAGEMENT: OPTIONS EELOY ARE

LISTED -IN THE EXPECTED ORDER OF PRIORITY . ANY OPTION

SELECTED WILL HAVE TO BE JUSTIFIED 3Y APPPOPRIATE B
ADMINISTRATIVE ANALYSIS. ) ' ST

‘(L) GRANTS TO IESCARIBE AND SIECA: AMONG OPTIONS :
‘DISCUSSED INFORMALLY IN A.I:D /W, PFREAPS MOCST WORKA“LE

IS TEAT OUTLINED IN ITEM 5 ABOVL, & SMALL GRAhT TO

- JESCARIBE AND A LARGER GRA T TO SILCA

(1) IESCARIEE: A SMALL hOh—COhrETITIVB GRANT

- (COOPXRATIVE AGREEMENT) TO IESCARIBE CAN PRORARLY BE

JUSTIFIED Ol TEX BASIS OF TEE RATIONALE PRESENTED IN TEE
TRAFT PP. NOTE THAT QUOTE THE SPECIFIC AFPROVAL CF T3E

‘RESPONSIRBLE AA... IS REQUIRED ON THE MEMORANDUM WEICH

SETS FORTH TaxZ CEOICE OF METHCD TO OBTAIN APFLICATIONS

" WHEN AN INVITATION IS RESTRICTED TO A LIMITED NUMEBER OF.
. ENTITIES OR A SINGLE ENTITY:..UNQUOTE UNDER TLE

PROVISIONS CF HB 13, CY 2, 232. 1IN 1¢86, TIE AA/LAC

/4 - UNCLASSIFIED STATE @68438/03
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PROMOTE ITS ECONOMIC STUDIELS PROGRAM AND TO CEANNEL

< ORGANIZATIONS ” -RESPECTIVE ROLES, INTERACTIONS, AND .
~RESPONSIBILITIES. TFOR EXAMPLE -SPECIFIC SUPPORT

"PROVIDED BY SIECA TO IESCARIBE -SHOULD BE INDICATEL.

haf4n v -« 7 "TNCLASSIFIED  STATE 068438/04

UNDER THE THEN-PROPOSED UNIVERSITY LINKAGES PROJECy.

THE WAIVER WAS ALLOWED BECAUSE IESCARIBE WAS CONSIDEKED

QUOTE THE BEST MECEANISM TO IMPLEMENT THE ECONOMIC
RESEARCH COMPONENT OF THE PROJECT UNQUOTE NO
UNIVERSITY LINXAGES PROJECT RESULTED, BUT IESCARIBE’S
WORE UNDER THAT CONTRACT PROVIDED THE BEASIS FOR
IESCARIBE’S PROPOSAL TO A.I:D FOR THE ECONOMIC POLICY

RESEARCE PROJECT NOW PROPOSED.,

(2) SIECA: SIECA MAY BE UNIQUELY SITUATED TO RECEIVE
A GRANT UNDER THIS PROJECT BECAUSE OF ITS ECONOMIC b
RESEARCH PROGRAM, ORGANIZATIONAL CAPABILITIES AND

"EXPERIENCE AND EXPRESSED WILLINGNESS TO CONTRIBUTE
"SIGNIFICANT IN-~KIND RESOURCES FOR THE PROJECT. TEROUGH

ITS RESEARCH UNIT SIECA HAS SUCCESSFULLY CARRIED OUT

"GRANTS FROM A.I.D. AND OTEER DONORS TO CONDUCT ECONOMIC
-STULIES SIECA HAS A PROGRAM OF SUPPORT AND GRANTS TO :
~PUBLIC AND PRIVATE INSTITUTIONS DOING ECONOMIC RESEARCE .
"ON THE CENTRAL AMERICAN ECONOMY. ALSO SIECA IS A Sl
-MEMBEX OF IESCARIBE. - A GRANT TO SIECA COULD BE

STRUCTURED TO ENEANCE ITS CAPABILITY TO CONDUCT AND

FUNDS TO IESCARIBE INSTITUTIONS FOR SUCE STUDIES. :
SPECIFIC APPROVAL OF THE A4 WOULD BE RLCUIRAD PER HB 13,

CGH 2, 2R2. L R i

(6) EILH T?O GRANTS UNDER THE PROJECT TEE GRANL
AGREEMLNTS WOULD JAVE TO B“ CLEAR ABOUT TEE TLO

ALSO PROCEDURES SEOULD BE CLEAR WHEN BOTH ORGANIZATIONS
CONTRIBUTE TO A COMMON TASK SUCH AS PROVIDING TECENICAL

| ASSISTANCE FOR THE DESIGN OR IMPLEMENTATION OF RESEARCE
PROPOSALS . . - o SRR

'-(B) OTEER IESCARIBE MEMBER AS A GPANTLE. IF¥ SIECA IS
" NOT INTERESTED OR ARRANGEMENTS ION’T WORK OUT, THEZ
"MISSION MIGHT CONSIDER & GRANT TO ANOTHER IESCARIZE

MEMBER UNIVERSITY OR RESEARCH CENTEIK. POCAP COULD

- CONSIDER ELICITING EXPRESSIONS OF INTERXST FROM
*JESCARIBE MEMBERS AND LIMITED COMPETITION IF
.WARRANTED. FLOFIDA INTERNATIONAL UNIVERSITY ‘A FOUNDING
"MEMBER OF IESCARIBE, WITH A PROVEN CAPABILITY TO MAMAGE.

A.I D GRANTS -MIGET BE A POSSIBLE GRANTEZ. OTEHER

..OPTIONS SHOULD BE EXPLORED. SPECIFIC APPROVAL OF TEE AR
"WOULD BE REQUIRED PER HB 13, CH 2, 232: : _

(C) DIRECT A.I:D. SUEGRANTS TO IESCARIBF MEMBERS:

A I.D: COULD DIRECTLY MANAGE THE SUBGRANTS AND OTHER
DIRECT SUPPORT TO THE UNIVERSITIES AND ECONOMIC RESEARCH
CENTERS CONDUCTIHG RESEARCE, PER TEE SCIENCE ADVISOR'S

* COMPETITIVE GRANTS PROGHAM MOTEL. ROCAP AND/CR '
PARTICIPATING BILATERAL MISSIONS WOULD EAVE TO NEGOTIATE

AND AWARD SUBGHANTS TO THE TWELVE OR SO INDIVIDUAL

. INSTITUTIONS MONITOR THX RESEAKCH, DISBURSE FUNDS
s~ DIRECTLY FOR EACH SUBGRANT, AND PROCURE CR SUPERVISE

el
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THE SUEGRANTS.

(B) LEVEL OF COMPETITION:

THE APPROPRIATE LEVEL OF COMP"TITTOA CONSISTENT
TWITH THL PROJECT CONCEPT MUST ALSO BE CONSIDERED.

: L“C/DP ECONOMICS STAFF
DESIGN !
) ROCAP 1IN COWPLLTIN"
M2 . WEITEEEAD-

NNCLASSIFIED

12. OTHER PROJECT MAhAGEMENT CONSIDERATIONS"‘

UNCLASSIFIED

STATE zse&ss/@4'*”'

‘PROCURLMANT oF TLGHNICAL ASSISTANCE AND COMMODITIES FOR

: GIVEN KOCAP STAFF LIMITATIONS, AND

" PRELIMINARY DISCUSSION ON THIS SUBJECT BETWEEN LAC/DR
AND ROCAP, THIS APPROACE SEEMS UNLIXKELY. '

(A) GRANT VERSUS CONTRACT: TEE NORMAL CONSIDERATIONS
ABOUT THE APPROPRIATENESS OF A GHANT VERSUS A CONTRACT
WOULD EAVEL TO BE CONSIDERED:
INSTRUMENT FOR CEANNELING RESOURCES TIROUGE SIECA O0R
- OTBER LEAD IESCARIBEZ INSTITUTION MIGHT BE RULED OUT BT
A.I D: REGULATIONS TEAT PRECLUDE A CONTRACTOR ¥ROM .
"FAKING SUBGRANTS WITH U.S. FUNDS.
"AND MONITORING TEE SURGRANTS WOULD PRESUMEARBLY BE TEE
KEY FUNCTION FOR IEE IESCARIBE LEAD INSTITUTION

USE OF A CONTRACT AS AN
NEGOTIATING, SIGNING

IN CONSIDLRING THE OPTIONS

(C) GIVEN EXTENSIVE INVOLVEMENT Or SnR/OP IN EARLIER :
~ REVIEWS OF TEIS PROJECT THE ROCAP CONTRACTS OFFICER MAY - .
-WANT TO CONSULT WITE SER/OP EEGARDING GRANT/CONTEACT - e
CONCZRNS AS TEE MISSION FOCUSES ON SPECIFIC N‘CH&RIQMS
FOR PROJECT MANAGEMENT. A . co '

WHO EAVE BIEh INVOLVLI IN
WORK~TO-DATE ARE PRZPLFED TO OFFER ASSISTANCE TO L
INCLUTIhG DY STRVICLS ‘ T

E R )
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ANNEX G. 1
Page 1 of 2

TECHNICAL ANALYSIS

This analysis reviews the technical feasibility of the plan to support
quality policy research on critical Central American economic issues by
institutions and analysts of the region, to disseminate the findings and their
implications, and to enhance the institutional capacity for such research .

There is a shortage, but not an absence, of skilled analysts in the
region, and a small but active and willing number of local institutions with
interest to become involved in policy research. Scarce funding limits the
level of activity, and often such persons and institutions are required to
work in areas far afield from their primary interests in order to survive, and
others, such as SIECA and INCAE, are involved, but in a limited way by the
scarcity of their resources for such work. By budgeting funds for quality
research, it seems reasonable to assume that local experts will be interested
and can be recruited for such work. The plan to furd a part of this work
in-house and some through contracts or sub-grants appears to be consistent
with the reality of the region in which some economists choose to work
independently and others are available for recruitment to stable institutions,
even for limited appointments.

Because of the important nature of the proposed policy studies and the
relative isolation of many local economists from the main stream of economic
thinking and their lack of specialization, it seems prudent to allow for
inputs of carefully focused, high-level technical assistance to fill gaps that
may be identified, offer a somewhat different orientation, or confirm the
methods and direction taken in the local research efforts. Such technical
assistance will be called on as needed, and and it will be provided primarily
through the grant to IESCARIBE/Florida. This grantee has an adequate base for
identifying and recruiting econaomists from U.S. universities, including a
roster of persons with which it has worked previously or who have indicated
their interest in assisting in the manner described. This roster will also be
available for other necessary tasks such as staffing for the review of Central
American research institutions.

The Project also has planned adequately for appropriate criteria to be
used in the selection of research for funding. One of the first activities
under the Project will be a meeting of experienced persons to refine and focus
the research agenda to be supported under the Project. The Project Steering
Committee will review proposals and make recommendations to ROCAP, using
criteria of potential quality of the product, policy relevance, and
appropriateness of methodology, cost in relation to potential benefit, and the
intended audience. A more detailed set of criteria will be prepared as one of
the initial tasks of the Project Steering Committee, and will take place prior
to reviews of proposed research.

«
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The Project activities for strengthening analytic capability are needed
in the region, and although the assistance earmarked for it is modest, it is
appropriately programmed given the available resources.

The plans for dissemination activities are camplete and within the
capacity of the region to conduct them. A variety of written publication i
types--books or monographs, articles, policy statements, and materials for the
press and news magazines—-seem to cover all the reasonable bases. In
addition, SIECA has its own established means of communicating analysis and
policy options to member governments. INCAE has a demonstrated capacity to
conduct dialogues and workshops with high-level representatives of all the
major interest groups of the region, and the only concern is the competition
for their resources on the part of other donors. Attention should be paid to
coordination with the World Bank, for example, in this field, to avoid
overcaommitting INCAE in the years ahead, and to assist them to expand staff
for these activities.

There are questions as to the administrative efficiency of all three
potential grantees, and the ROCAP Project Advisor should remain alert to the
possible need for assistance to the grantees in this area.

37663
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ADMINISTRATIVE ANALYSIS

The selection of participating organizations and their capacity to carry
out the work of the project, and ROCAP's administrative arrangements to manage
the Project are analyzed below.

1. The CGooperating Institutions

In reviewing the choices and the current state of economic
research capacity and project management capacity in the region, as well as
the limitations identified by the LAC/DP project design and review, we have
determined that the major grantees should be The Secretariat for Central
American Econamic Integration (SIECA) and the Central American Institute for
Business Administration (INCAE), with a smaller supporting grant to the
Institute of Economic and Social Research of the Caribbean Basin (IESCARIRE)/
Florida. Our analysis of each is summarized below.

SIECA is the treaty organization of the Central American
Governments for Economic Integration and Trade Expansion. It is an
institution undergoing change and restructuring as a result of the revived
regionalism of the last several months, and the appointment of a new Secretary
General. The economic development side of the Esquipulas meetings has
resulted in major plans and documents being prepared, all requiring follow-up
studies and maintenance of regional dialogue through SIECA, its ministerial
board, and spec1al meetings of Vice Presidents. In addition, SIECA is in the
process of signing grant agreements (with Mexico, France, and the EEC) that
will obligate it to conduct analyses and forums on economic and social
development matters. SIECA has created a private sector advisory board, and
works with an advisory committee of regional institutions (CABEI, ICAITI,
INCAP, etc.). The former economic studies arm of SIECA, called ECID, has been
incorporated more closely with the office of the Secretary General, and has
been given a new name, the Center for Specific Research and Studies (CEIE is
the Spanish acronym). The former center, (a founding member of IESCARIBE),
has a long history with the conduct of studies using ROCAP resources,
particularly during more than five years of collaboration during the 1970s
between the Brookings Institution and ECID, and currently w1th the Price and
Energy Studies projects.

While ROCAP's current efforts with SIECA are limited, we have
confidence that SIECA, through the CEIE, can effectively manage a program such
as they have described in a preliminary proposal to ROCAP, and that the
findings and recommendations from the research will be reviewed by SIECA for
incorporation into its activities with member governments for enhancing
economic integration and trade development. As SIECA has been undergoing
reorganization under new leadership during recent months, ROCAP will seek
assurances (through conditions precedent) that the CEIE has the necessary
authority and autonomy within SIECA to carry out the program of the Project,
relating it to the institution's goals, while being able to hire appropriate
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staff, and administer subgrants. Summing up, our justification for a
cooperative agreement to SIECA is based on (a) its unique role in the region
as a source of data, analysis, and discussion of reglonal macro and sectoral
policies and actions; (b) its newly revived mandate in the areas of studies
and policy forums; (C) its known capability to manage AID funds, including
subgrants, contracts and other procurements; and (d) its demonstrated
commitment to the objectives of this project.

INCAE's involvement in Economic Policy Studies dates from 1986
when it established its Center for Policy Studies and Applied Economics. The
Center receives support from ROCAP as well as other donors, and has held over
30 policy forums for mixed groups of participants (business, government,
labor, academics, and military leaders). Subjects have included Industrial
Policy, Strategic Options for Economic Recovery, and programs on Economic
Stabilization and Adjustment, among others. INCAE has also established a new

graduate program, the masters in Business Economics, with IDB support. Under
INCAE's contract with ROCAP for the Export Management Training Project, INCAE
has also begun to publish a journal of economics and manage a program of
subgrants for policy studies. This project was recently evaluated by the
Development Associates' project evaluation team and was judged satisfactory.
INCAE learned a number of useful lessons from this activity which will be
applied in the new project, especially the need for more focused solicitations
of policy research proposals.

As a regional private institution dedicated to both academic and
skill training, supported by applied research, INCAE offers a distinctive
resource for this project that we do not believe could be improved upon by
soliciting other proposals. It has achieved a high degree of credibility in
both public and private circles for its ability to facilitate useful dialogues
among previously polarized or non—communicating groups, and its international
faculty offers a wide range of expertise that can help strengthen policy
analysis in the region in areas of trade, finance, sectoral analysis, and
entrepreneurship. While certain program management and financial reporting
issues remain to be resolved with INCAE as a result of the most recent
evaluation and audit, we are confident that these are exceptions to INCAE's
proven administrative capability.

IESCARIBE-FLORIDA was assessed as a potential grantee by SER/OP
when the LAC Bureau was developing the project. They found that IESCARIBE is
an association of institutions and individuals concerned with econamic policy
analysis in the Caribbean and Latin America which had performed well under
small grants and contracts for studies and seminars, but that it lacked the
administrative structure to manage a project of the planned magnitude and
complexity. The Bureau concluded, however, that a smaller grant would be
appropriate, and we feel that IESCARIBE can make a hlghly beneficial
contribution to the project.

The IESCARIBE concept is a consortium of independent research
institutes, faculties of economics, and other institutions in, or concerned

with, the Caribbean Basin. The main purpose is to promote the planning and
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initiation of studies that will be useful for the economic development of the
Caribbean Basin. Its activities stress applied research and professional
training with a policy focus.

IESCARIBE had its origin in a meeting held at Florida
International University on April 30, 1981. Under the auspices of the
Department of Economics and the Latin American and Caribbean Center of the
University, directors and representatives of various research institutes in
Central America, Colombia, the Dominican Republic, Mexico, Puerto Rico,
Venezuela, and the English-speaking Caribbean proposed a network for regional
economic development research. In October 1981, the basic agreement forming
the network was signed in Santo Domingo. In April 1983, IESCARIBE was
officially and legally established. Currently, another IESCARIBE is legally
constituted in Florida, and a third in San José, Costa Rica.

IESCARIBE promotes contacts and cooperation among the economic
and social research institutes of the Caribbean Basin by four means: 1)
conducting research and joint studies on topics related to the economic and
social development of the region; 2) organizing conferences and seminars on
key regional problems to pramote academic exchange and public policy
discussion; 3) publishing the results of research efforts; and 4)
collaborating to provide postgraduate training programs in economics.

The organization has sponsored seminars and conferences, and
coordinated joint research in regional trade, labor force migration,
industrial policies, and employment. It has also promoted working
relationships between personnel of member institutes and research
practitioners from U.S. and other Latin American institutions.

IESCARIBE is financed partly by its member institutes and by
institutions participating in its public policy conferences. In addition to
this financing, it has obtained small grants for its seminars and for project
preparation and related meetings from A.I.D., the German Friedrich Ebert and
Friedrich Naumann Foundations, the Ford Foundation, the Econometric Society,
the National Science Foundation, and the U.S. Department of Education.
IESCARIBE-Costa Rica's major research project to date has been a study of
Caribbean regional trade financed in the amount of $600,000 by the
Inter-American Development Bank (IDB). It was largely completed by September
1987 with the collaboration of several member institutions with guidance of
the group based in San José, Costa Rica.

ROCAP will make a grant to IESCARIBE-Florida to be used for
recruitment of experts for special purposes, and participation on the
project's Management Team. The head of the Florida office who will work
part-time on the project (about 60 days/year), plans to resign from his
Economics Department Chairmanship at Florida International University, and to
hire necessary support staff to assure effective administration of the
recruitment and fielding of experts.
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IESCARIBE's presence in Central America is also recognized. On
the one hand, SIECA was a founding member of IESCARTIBE. Also, IESCARIBE-Costa
Rica appears to have performed satisfactorily on the IDB research grant. It
and IESCARIBE’s Central American leadership will be encouraged to apply for
Project-financed studies to be subgranted by SIECA and INCAE to local
institutions, and will be considered as possible providers of advisory
services, and for involvement in institutional strengthening efforts,
including the training of researchers. On the other hand, member institutions
of IESCARIBE which lack the depth or experience to conduct policy studies of
quality without extensive external assistance will be encouraged to consider
applying for the institutional strengthening activities of the project.

2. ROCAP

One of the determining factors in the transfer of this project
from IAC to ROCAP was the increased capability of the ROCAP Mission that
occurred with the creation of a separate Program Office, headed by an
economist, in January of 1988. This increases our ability to work in the
economic policy area, to interact knowledgeably with other USAIDs on such
issues, and to effectively supervise a PSC economist/project advisor.
Backstopping in the areas of grant management and procurement will be provided
by the Project Development Offices and the combined USAID-ROCAP offices for
administration and contracting. The team management structure will allow
careful monitoring of project activities by a fulltime Project Advisor (PSC)
under the overall guidance of the Program Officer.

3. Conclusion

We have concluded that this mix of institutions will offer an
opportunity for a rich exchange of ideas and mix of studies that address
regional and country policy concerns. The institutions' representatives met
in ROCAP's intensive workshop in June, 1988 on the design of this project, and
again at the VII Latin American Meeeting of the Econometric Society during
August in San Jose, and have developed a sense of teamwork and shared interest
in working together on the Project.

ROCAP's Project Design Team finds that the selected institutions
have established solid records of conducting work related to that which is
proposed under the project, and adequate administrative systems to meet AID
requirements in procurement and financial management. Conditions precedent to

disbursement will be included in each grant that require ROCAP explicit
approval of staffing, administrative systems and procedures, and plans of work.
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PROJECT STEERING COMMITTEE

The composition of the Project Steering Committee and a listing of its
responsibilities are described below.

Each participating organization, SIECA, INCAE, IESCARIBE, and ROCAP will
name a senior staff member to the Project Steering Committee. The Project
Advisor will represent ROCAP, and will chair the Team. The Grant Coordinator
of each Grantee will be the primary representative the the Committee, and will
name an alternate to serve in his/her absence.

ROCAP will consider the possibility of rotating the leadership to other
members as the project matures.

The Committee will be responsible to:

o Develop and make recommendations to ROCAP as to research
priorities for the Project;

o Coordinate the Project's and participating organizations'
research plans to assure relevance and complementarity of
efforts;

o Identify the audiences for the Project's planned activities;

o Develop the general plan of work for the year, including the
research ard training activities, publications, and
seminars, and monitor the execution of that plan;

o Plan the assessment of economic research entities; announce
the institutional strengthening assistance program, and

invite proposals;

o Review all research and institutional strengthening
proposals, including those presented by INCAE and SIECA's
faculty/staff, and make recommendations. Submit the
qualifying proposals to ROCAP for its approval;

o Provide liaison between Grantees and arrange for technical
assistance as needed.
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PROCUREMENT PLAN

ITEM

1. ROCAP

PROAG, SIECA
Cooperative Agreements:
INCAE
IESCARIBE
PIO/T, PSC
Contract PSC
Micro-computers, ROCAP
Audits of Grants, RCCAP
August 1990
August 1991

Evaluations, ROCAP
August 1990

2. GRANTEES

Micro—computer} IESCARIBE
T.A., IESCARIBE

as per ROCAP,
thereafter

Subgrants/subcontracts,
SIECA and INCAE

37723
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August 1988

August 1988
August 1988
Auguét 1988
Septenber 1988

October 1988

August 1989

August 1989

October 1988

October 1988 and -

October 1988 ard
as per RCCAP,
thereafter



Table Number

1
1A
1B

1C

2B

2C

BUDGET TARLES

ANNEX J

Total Budget, Life of Project
SIECA Budget, Life of Project
INCAE Budget, Life of Project
IESCARIBE Budget, Life of Project
Total Budget, Phase I

SIECA Budget, Phase I

INCAE Budget, Phase I

TESCARIEE Budget, Phase I



ILLUSTRATIVE TOTAL BUDGET FOR THE L IFE-OF=~THE-PROJECT

TABLE |

(30 MONTHS)

30 MONTH

24 MONTHS GRANT BUDGETS BUDGET

ITEM TOTAL _ INCAE SIECA |ESCARIBE ROCAP
Salaries 611,009 112,144 214,800 92,534 191,531
Professional Staff 512,594 112,144 193,200 28,500 178,750
Support staff 31,600 - 21,600 10,000 -
Consultants 51,142 - - 51,142 -
FICA 15,673 - - 2,892 12,781
Travel 96,740 38,240 21,000 27,000 10,500
Staff 36,240 5,740 14,000 6,000 10,500
Consultants 21,000 - - 21,000 -
Participants 39,500 32,500 7,000 - -
Per diem/hotel/food 99,640 - 28,440 40,600 22,500 8,100
Staff 51,100 3,500 34,100 5,400 8,100
Consultants 17,100 - - 17,100 -
Participants 31,440 24,940 6,500 - -
Tralning courses - a/ - a/ - - =
Seminars b/ ¢/ - b/ - c/ - -

d/ d/
Commodities 99,400 35,000 62,400 2,000 -
Audit 75,000 - - - 75,000
Evaluation 50, 000 - - - 50,000
Other Direct Costs 147,134 41,922 87,500 8,912 8,800
Publications 60, 140 20,140 40,000 - -
Supplies, etc. 63,394 8,982 41,500 4,112 8,800
Communications 16,050 5,250 6,000 4,800 -
Site expenses 7,550 7,550 - - -
Subgrants/Subcontracts 304,000 134,000 170,000 - =
Contingency 107,932 10,500 53,700 14,663 29,069
Overhead (Provisional) 109, 145 84,004 - 25,141 -
TOTAL l,700,000 484,250 650,000 192,750 373,000
/ b/ / e —— =z===== ======c
% distributed, = distributed, = distributed,
e/ in PSC budget.

& No overhead on $35,000 computers to be procured by ROCAP, and —

(3739j/p.52 - 8/16)



ILLUSTRATIVE SIECA BUDGET FOR LIFE OF PROJECT

TABLE | A

2/ $20,000 distributed.

3782j/br P. | 8-17 (Project Paper)

(24 MONTHS)
ROCAP SIECA
ITEM TOTAL STUDIES STAT'S  STRENGTH SEMINAR TOTAL STUDIES _ STATISTICS
Salaries 214,800 214,800 - - - 376,320 76,320 300,000
Professlonal Staff 163,200 193, 200 - - -
Support staff 21,600 21,600 - - -
Consultants - -— - - -
Travel 21,000 7,000 7,000 - 7,000
Staff 14,000 7,000 7,000 - --
Consultants -~ - - - -
Particlpants 7,000 - - - 7,000
Per diem/hotel/food 40,600 5,400 28,700 -- 6,500
Staff 34,100 5,400 28,700 - -
Consultants - - - - -
Particlpants 6,500 -— - - 6,500
Training courses - - - - —
Seminars =14 == == - a/ 8,000 8,000 -
Commodities 62,400 15,100 5,300 42,000 ——
Audit -= -= -= — -=
Evaluation - == — - —
Other Direct Costs 87,500 22,000 59,000 —— 6,500 237,840 132, 240 105,600
Publications 40,000 10,000 28,500 - 1,500 18,000 6,000 12,000
Supplies, etc. 41,500 9,000 28,500 - 4,000 60,000 36,000 24,000
Communications 6,000 3,000 - 2,000 - 1,000 26,400 14,400 12,000
Rent utilities - - - - - 133,440 75,840 57,600
Subgrants/Subcontracts 170,000 160,000 -= 10,000 -
Cont Ingency 53,700 53,700 -= == ==
Over head - - - - -
TOTAL 650,000 478,000 100,000 52,000 20,000 622,160 216,560 405,600




TABLE | B

ILLUSTRATIVE INCAE BUDGET FOR THE LIFE-OF-THE-PROJECT

* No overhead on ROCAP-procured computer.

8/ distributed; b/ distributed.
XX Secretarlal support staff will be funded

3782j/p.2:8/17/88/ (Project Paper)

from Overhead

(24 MONTHS)
ROCAP

ITEM TOTAL STUDIES TRGNG SEMINARS INCAE
‘Salaries 112,144 42,000 44,862 25,282 75,000
Professional Staff 112,144 42,000 44,862 25,282 75,000
Support staff
Consultants
Travel 38,240 3,500 25,000 9,740
Staff 5,740 3,500 - 2,240
Consultants - —
Participants 32,500 - 25,000 7,500
Per diem/hotel/food 28,440 2,700 17,500 8,240
Staff 3,500 2,700 - 800
Consultants - - - -
Participants 24,940 - 17,500 7,440
Tralning courses --a/ - --a/ -
Seminars --b/ -- - --b/
Commodities 35,000% 35,000% - -
Audit -— — - —
Evaluation — - - --
Other Direct Costs 41,922 15,232 14,875 11,815 23,000
Publications 20,140 10,000 4,875 5,265 12,000
Supplies, etc. 8,982 2,232 5,000 1,750 5,000
Communications 5,250 3,000 1,500 750 3,000
Site expenses 7,550 - 3,500 4,050 3,000
Subgrants/Subcontracts 134,000 134,000 —— -
Contingency 10,500 10,500 - -
Subtotals: .

w/- computers 400,246 242,932 102,237 55,077

w/o computers 365,246 207,932
Overhead XX 84,004 49,054 23,512 11,438
(23%; provisional)
TOTAL 484,250 291,986 125,749 66,515 98,000



TABLE | C

ILLUSTRATIVE IESCARIBE BUDGET FOR THE
LIFE OF THE GRANT

(24 MONTHS)

FLORIDA OTHER
| TEM TOTAL OPER'NS EXPERTS
Salaries 92,534 41,392 51,142
Professional Staff 28,500 ‘ 28,500 -
Support steff 10,000 10,000 -
Consultants 51,142 - 51,142
FICA (.0751) : 2,892 2,892 -
Travel 27,000 6,000 21,000
Staff 6,000 6,000 -
Consultants 21,000 - 21,000
Participants - - -

‘Per dlem/hotel/food 22,500 5,400 17,100
Staff 5,400 5,400 -
Consultants 17, 100 - 17,100
Participants - - -
Trainlng courses - - -
Semlnars - - —
Commodities 2,000 2,000 -
Audit - - -
Evaluation == - -
Other Direct Costs 8,912 8,912 -
Publications - _

Supplies, etc. 4,112 4,112

Communications 4,800 4,800 -
Subgrants/Subcontracts

Contingency 14,663 14,663 -
Subtotal: 167,609 78,367 89,242
Over head 25,141 11,755 13,386
(15% provisional)

TOTAL 192,750 90, 122 102,628

3782j/p.3 - 8-17 (Project Paper)



TABLE 2

ILLUSTRATIVE TOTAL BUDGET FOR PHASE .| OF THE PROJECT

(12 MONTHS)

PHASE | PHASE | GRANT BUDGETS (12 Mos) 18 MONTH
| TEM TOTAL INCAE SIECA IESCARIBE ROCAP
Salaries 316,625 52,772 107,400 41,153 115,300
Professional Staff 270,872 52,772 96,600 14,250 107,250
Support staff 15,800 10,800 5,000 -
Consultants 20,457 20,457 -
FICA 9,496 1,446 8,050
Travel 34,098 11,848 5,600 11,400 5,250
Staff 15,698 1,848 5,600 3,000 5,250
Consultants 8,400 8,400 -
Participants 10,000 10,000 -
Per diem/hotel/food 40,418 9,228 13,640 9,450 8, 100
Staff 21,630 1,240 13,640 2,700 8,100
Consultants 6,750 6,750 -
Participants 7,988 7,988 - -
Training courses —— - —= —= ~=
Seminars - - - ’ -- —

a/

Commodities 89,000 35,000 52,000 2,000 —
Audit - — —— — -
Other Direct Costs 59,891 14,727 31,908 4,456 8,800 by
Publications 21,641 6,478 15,163 - -
Supplies, etc. 20,594 3,775 14,763 2,056 -
Communications 10,346 . 1,564 1,982 2,400 8,800
Site expenses 2,910 2,910 - - -
Subgrants/Subcontracts 157,500 67,500 90,000 — -
ContIngency 6,550 - — — 6,550
Subtotal: .

w/ROCAP-procured computers 704,082 191,075 300,548 68,459 144,000
w/0 ROCAP-procured com 669,082 156,075

Overhead (Provisional) 45,918 35,897 - 10,021 -
TOTAL 750,000 226,972 300,548 78,480 144,000

a/ No overhead on $35,000 computers to be procured by ROCAP, and b/ 1n PSC budget.

3739j/P. 57 8-25 (Project Paper)
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TABLE 2 A

ILLUSTRATIVE SIECA BUDGET FOR PHASE |

PLANNING & COORDINATION - FIRST QUARTER

NOTE: Column for seminars is omitted since no funds are budgeted for seminars during Phase |.

PHASE | - 12 MONTHS (90 DAYS)
| TEM TOTAL STUDIES STAT'S STRENGTH TOTAL STUDIES STAT'S STRENGTH
Salaries 107,400 107,400 - - 17,900 17,900 -= -
Professional Staff 96,600 96,600 _— - 16, 100 16, 100 - -
Support staff 10,800 10,800 - _ 1,800 1,800 - -
Consultants - - - - - - - -
Travei 5,600 2,800 2,800 - 1,400 700 700
Staff 5,600 2,800 2,800 1,400 700 700
Consultants -— -
Participants - -
Per diem/hotel/food 13,640 2,160 11,480 - 1,620 540 1,080
Staff 13,640 2,160 11,480 - 1,620 540 1,080
Consultants
Participants
Training courses -- — —— - - - -—
Seminars -— - - - - - -
Commodities 52,000 15,100 5,300 31,600 - - -
Audit == == — == - - -
Evaluation -— - - - - - -
Other Direct Costs 31,908 8,800 23,108 -= 1,395 1,200 195
Publications 15,163 4,000 1,163 - - - --
Supplies, etc. 14,763 3,600 1,163 - 900 900 -
Communications 1,982 1,200 782 - 495 300 195
Subgrants/Subcontracts 80,000 80,000 - 10,000 - - -
Subtotal: 300,548 216,260 42,688 41,600 22,315 20,340 1,975
Overhead - - - -
TOTAL 300,548 216,260 42,688 41,600 22,315 20,340 1,975

NOTE: The 90-day First Quarter Planning and Coordination Budget is Included in the Phase | (12 month) Budget, 1t Is not
additive to the Phase | Budget.

3793]




TABLE 2 B

ILLUSTRATIVE INCAE BUDGET FOR PHASE |

(12 Months)
12 MONTHS 90 DAYS (lst Q)
COORD. SKILLS COORD &

ITEM TOTAL STUDIES TRG. SEMINARS TOTAL STUDIES TRG SEMINAR
Salarlies 52,772 21,000 26,916 4,856 7,493 5,250 2,243 -
Professional Staff 52,772 21,000 26,916 4,856 5,250 5,250 2,243 -—
Support staff - - - - - - - —_
Consultants - - - - - - - -
Travel 11,848 1,400 8,500 1,948 350 350 -- -
Staff 1,848 1,400 448 350 350 - -
Consultants -
Participants 10,000 8,500 1,500

Per diem/hotel/food 9,228 1,080 6,500 1,648 270 270 -- —
Staff 1,240 1,080 - 160 270 270 - -
Consultants

Participants 7,988 - -6,500 1,488

Tralning courses ' a/ - --a/ - - - - -
Seminars b/ == - --a/ - - - -
Commodities 35, 000* 35,000* == - - - - -
Audit —= -- -= -= - - - -
Evaluation - - - - - - - -
Other Direct Costs 14,727 3,439 8,925 2,363 560 235 325
Publications 6,478 2,500 2,925 1,053 - - -

Supplies, etc. 3,775 425 3,000 350 356 106 250
Communications 1,564 514 900 150 204 129 75

Site expenses 2,910 - 2,100 810

Subgrants/Subcontracts 67,500 67,500 o - - - -=

Subtotal:

»

Computers 191,075 129,419 50,841 10,815 8,673 6,105 2,568

Computers 156,075 94,419 - - - - -

~

Overhead XX 35,897 21,716 11,694 2,487 1,995 1,404 591 -
(23%, tentative) :

TOTAL 226,972 151,135 62,535 13,302 10,668 7,509 3,159 -

*No overhead on ROCAP - procured computer. a/ distributed; b/ distributed.

XX Secretarial support staff will be funded from Overhead

NOTE: The 90-day Ist Q Planning & Coordination Budget is Included In the Phase | (12-month) Budget. It Is not additive
to the Phase | Budget.

3793j/p.2 /8/19/88



TABLE 2 C

ILLUSTRATIVE IESCARIBE BUDGET FOR PHASE |

PLANNING & COORD INATION

90 DAYS (First Quarter)

i2 MONTHS

FLORIDA OTHER
ITEM TOTAL OPER'NS EXPERTS
Salarles 41,153 20,696 20,457
Professional Staff 14,250 14,250 -
Support staff 5,000 5,000 -
Consultants 20,457 20,457
FICA (.0751) 1,446 1,446 -
Travel 11,400 3,000 8,400
Staff 3,000 3,000 -
Consultants 8,400 - 8,400
Particlipants - - -
Per diem/hotel/food 9,450 2,700 6,750
Staff 2,700 2,700 -
Consultants 6,750 - 6,750
Particlpants - - -
Training courses —— —= -
Semlnars - == ==
Commodities 2,000 2,000 -
Audit -= == ==
Evaluation == - -
Other Direct Costs 4,456 4,456 -
Publications - -
Supplles, etc. 2,056 2,056
Communications 2,400 2,400 -
Subgrants/Subcontracts
Subtotai: 68,459 32,852 35,607
QOverhead 10,021 4,796 5,225
14,6%, provisional)
TOTAL 78,480 37,648 40,832

NOTE: The 90-day First Quarter Planning & Coordination Budget Is included in the Phase |

(12-month) Budget. |t Is not additive to the Phase | Budget.

3793j/p.3.

TOTAL

10,287
3,562
1,250
5,114
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