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AGENCY FOR INTERNATIONAL DEVELOPMENT
UNITED STATES OF AMERICA A | D MISSION
TO EL SALVADOR '
C’'O AMERICAN EMBASSY
SAN SALVADOR. EL SALVADOQR, C. A

PROJECT AUTHORIZATION

Name of Entity: Cooperative League of the USA
(CLusa)
Name of Project: Non-traditional Agricultural
Export Production and Marketing
Number of Project: 519-0392
1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as

amerded, I hereby authorize the Non-traditionmal Agricultural Export
Production and Market ing Project, entailing a Cooperative Agreement with
CLUSA ard involving 2 total planned obligation of not to exceed nine
million United States Dollars ($9,000,000) in grant furds, subject to the
availability of fumds in accordance with A.I.D. OYB/allotment process, to
help in financing foreign exchange and local currency costs for the
Project. The planned pericd of obligation is five years.

2. The project cansists of providing technical assistance and training
to increase ard improve proiuction, expand marketing of Non-Traditional
Agricultural Export projucts, and to develop bezter links to ' -
international markets for selected farmers groups. Project activities
support the efforts of Salvadoran cooperatives and individual farmers to
develop theif proaduction and marketing capacity and their management
capability. CLUSA will facilitate contacts between producers, local
processors, and foreign buyers in order to diversify the marketing
cptions available to the cocoperatives. The project would also take a
proactive role in the promotion of export contracts and joint ventures
between the Salvadoran cooperatives amd CLUSA's U.S. member cooperatives.

3. Te Cooperative Agreement, which may be negotiated and executed by
the officer to wham such authority is delegated in accordance with A.I.D.
regulations and Delegations of Authority, shall be subject to the
applicable Standard Provisions for U.S. Grantees and U.S. Sub~Grantees.

A. Source and Origin of Procurement of Cammodities and Other
Services

Commedities and services financed by A.I.D. under the Project
shall have their source and origin in the United States and El Salvador
" in accordance with Buy America guidance issued December S, 1990.
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B. Coniitions Precajent to Disbursement

Prior to initial disbursement of fuxds under this Cooperative
Ajreement, the Grantee will, except as the parties may otherwise agree in
wr1lt:g, farmish to ALI.D. in form and substance satisfactory to A.I.D.:

1. A statement of the name of the person(s) empowered to act
for CLUSA with reference to the A.I.D. Agreement, along with a
specimen signature of such person(s); ad

2. Bridence that CLUSA has establisned a separate account to
control the receipt and disbursement of A.I.D. furds.

3. Written Agreement with CLUSA that an Envirormental
Assassment (EA) will be undertaken and approved by the LAC
Tief Envirommental Officer prior to cammitment of funds by
CLUSA for amy activity that would procure, use, or pramote the
use of pesticides or herbicides, or that would lead to any
clearing of forests. Prior to comducting this Environmental
Assessment, the mission must first undertake a scoping
exercise. The resulting scope of work for the EA must be
sdmitted to the LAC Chief Envirormental Officer for approval.

Jonn Heard
ting Mission Director
USAID/El Salvador

£ 27/7/
" Date

Drafted:PRJ:Rinerry Date -
PRJ :MDugan (draft) Date /27
RDO:DHarrington (draft) Date _6/27
A/CNT:FBreen _ (draft) Date _6/28

C0: LMcGhee (graft) Date 6/27
DPP: TMcKee Date 6/7}
ADDIR:KEllis Date </
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EXECUTIVE SUMMARY

A. BROJECT PURPOSE

Tre profitable production and marketing of non traditioral
agricultural exports (NTAE) by cooperatives and other
participant farmers.

This purpose will be accomplished by:
-- increasing and improving production of NTAE;
-- improving and expanding the NTAE marketing systems;

- strengthening existing and developing new linkages between NTAE
producers and processors/exporters; and

-- promoting investment in NTAE production and marketing.

This purpcse is consistent with the USAID and the GOES rural sector gocal of
increasing emplcyment and incomes and the macroeconomic goal of increasing the
agricultural sector's foreign exchange contribution to the naticnal eccnomy.

B. SUMMARY DESCRIPTION OF PROJECT

The propssed CLUSA NTAE Production and Marketing Project is an expansion of
trhe current CLUSA Cooperative Production and Marketing pilot prciect as
rec:-zended by the USAID/ELl Salvador evaluation (August 1990).

The pilct project was the first ccncerted effort to bring together the various
NTAE participarts for their mutual berefit. As such, it was a learning
process for all participants -- the producers-cocperatives, the prozesscrs,
the exporters, the U.S. brokers, and the CLUSA team. Increased and improved
NTAE exports, increased producer income, and imprcved management of most
participating cooperatives were some of the pcsitive results of the pilot
pr=ject. Facilitating development of eound economic relationships among all
NTAE players is the strategy of the proposed project.

werking with 24 cocperatives, five exporters and four processcrs in El
Salvador, and three principal food brokers in the United States, CLUSA
facilitated contractual arrangements between agrarian reform cooperatives
which produced NTAE products, and NTAE exporters and processors who were
seeking reliable sources of quality produce.

The proposed project expands the CLUSA role of providing intensive, in-the-
field training and technology assistance to producers in the production,
harvesting and postharvest handling and packing of NTAE products. This NTAE
Production Technology Transfer is a major component of the proposed project.
In addition to providing appropriate TA/T, the project will link cooperatives
and other producers, private gector suppliers and local buyers
(processors/exporters). Exports directly to U.S. cooperatives will be
promoted and pursued. In addition, intensified marketing/investment efforts
in the U.S. and other foreign markets will be made.

Simultaneously, the project will strengthen the level of technical assistance
provided by exporters and processors to the cooperatives and producer-farmers
to assure the quality and timing of product.
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The development of a network of business enterprises to provide efficient and
corpetitive services to the NTAE sector is a major objective of the prcject.
The project prcposes to work with producers, processors and exporters to
facilitate develcpment of these ancillary service organizaticns.

The propcsed project will continue to expand NTAE Market Promoticn by
facilitating links with potential U.S. brokers, importers, and investcrs. In
cocperation with DIVAGRO, CLUSA will continue to provide infcrmation to
processors and exporters regarding current U.S. market demand and prices for
NTAE products.

Limited short-term investments were encouraged in the pilot project, and will
continue to be in the new project. 1Incorporated as a sub activity in the NTAE
Market Promotion Component, the project will undertake a modest but aggressive
attempt to identify potential U.S. or other investors for the Salvadoran NTAE
sector. Through its network of member cooperatives and associations,
CLUSA/Washington will work to identify potential produce importers and joint
venture investment partners.

The primary project focus will be on NTAE operations. However, to maintain
balance and encourage growth and maturity in the cooperatives as tusiness
enterprises, the third project component, Strengthening Cooperative
Agribusiness Maragement, expands the technical assistance and training to
cocpratives of the pilot project to meet the breadth of cooperative
managjement needs. This component is critical because cooperatives still
consider themselves social, not business, organizations.

The three project components -- Production, Marketing and Investment
Promotion, and Cooperative Agribusinese Management =-- will be reinforced by
tr:ree project suppcert activities: nformation and Data Bage Mznagerent,

Techknical Aggicstance and Training, and Office Support.

In the pilot project, first steps were taken to computerize production and
rarkieting information by developing the initial phase of a management
information system. The installation of the full MIS system will be
accomplished early in project implementation. It will be a valuable
information and decision-making tool for cocperative management use and will
2ssist in project monitoring. Adapted software packages will be made
available for use by exporters, producers and service businesses in the N7AE
sector.

Production, marketing and cooperative strengthening are implemented through

the intensive use of technical assistance and training. CLUSA believes that
these activities can be made mcre effective by greater use of non-formal
education techniques. Therefore, the project will have a special support unit
that will have specific responsibility for training, particularly training-of-
trainers, and preparation of materials and training packages. -

Most training in El Salvador is didactic and very structured. The unique
contribution of the training unit will reach well beyond this project. This
unit will ‘emphasize experiential methods. It will sponsor seminars and
werkshops on non-formal education techniques not only for trainers and
technicians directly involved in the project, but also provide specific
subject training for cooperative members and boards of directors, project
staff, bank credit agents, processor/exporter field and management staff, and
other organizations which provide TA/T to cooperatives and the NTAE sector.

ii
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c. TAR BENEPICIARY GRO

The primary target beneficiary grcup has been expanded to include any
cocperative and small to medium size growers groups which meet the selection
¢riteria,

The USAID/El Salvador CDSS estimates 10,000 families "...who are potential new
producers of non-traditional agricultural products for exports...(and) 28,000
farmers who already produce non-traditional agricultural products, but who
lack adequate knowledge of, or good contacts with, export markets..."

The project directly targets 8,000 NTAE producers who are members of agrarian

reform cooperatives and up to 25 growers who are not affiliated with a
cooperative.

D. END_OF PROJECT (EOPS)

The end-cf-project status includes:

1. 7,250 additional hectares of selected non traditional agricultural export
creps.
2. 21,800 metric tons of additional non-traditicnal agricultural crops will

have been produced under the project and exported.

3. 50 cooperatives (and perhaps some individual farms) representing 163,000
ceccle will be profitably engaged in non-traditional agriculture export
preduction for part of their income.

E. BUDGET *

The AID contributions to this five-year project is $9,000,000; CLUSA will
furnish ic-kind counterpart estimated at $2,260,000 and cash counterpart of
$77.000. The total project is valued at $11,337,000.

iii
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SECTION ONE: PROJECT BACKGROUND AND ENVIRONMENT .

A. RATIONALE POR EIPANSION OF NT PROJEC

Exports cf traditional agricultural products decreased in volurme during the
15808. Faced with the negative impact this trend had on the Agrarian Reform
cooperatives, CLUSA conducted a study for USAID/El Salvador of alternative
production activities. The results of the study were used to design a project
to forge linkages between Agrarian Reform cooperatives and processors/
expcrters of non traditional agricultural export (NTAE) products. It was
asgsumed that these linkages would result in 1) increased export of non
traditicnal agricultural products and 2) an increase in income for and
improved management of participating cooperatives.

USAID/El Salvador approved the thirty-month pilot project in August 1988, to
be implemented by CLUSA. Project activities were initiated in October 1988
invelving ultimately 24 cocperatives. Annex C lists and gives brief prcfiles
of 8 of the participating cooperatives visited by the project design team.

In August 1950, the project was evaluated by an external consulting firm,
contracted by USAID/El Salvador. The evaluation report recommended that
"...the pilot Cooperative Production and Marketing Project be expanded into a
full project for a period of not less than four years, incorporating the
lessons liearned in this pilot project.”

The proposal now presented to USAID/El Salvador {s an NTAE development project
which expands the successful elements of the piiot project, while adding some
inncvations.

B. CLUSA EXPEFRIENCE IN PROJECT AREA

In addition to the current project, CLUSA has had experience in implementing
cooperative develcpment projects with export promotion components in: Haiti
(coffee); Guatemala (NTAE); and Indonesia (variety of agricultural and
non-agricultural products). 1In addition, CLUSA has provided maragement and
organizational assistance to cocperatives and secondary level cooperatives and
small and micro enterprise service corganizations in other countries in Central
America, the Caritbean, Africa and Aeia. (See Annex H for details.)

c. BOST COUNTRY ACTIVITY IN PROJECT/PROGRAM AREA
1. Private Sector

Apart from the CLUSA pilot project activities and those of Salvadoran
exporters and processors (some of which have been active participants in the
pilot project), the major private sector role in NTAE production and marketing
is played by FUSADES (Salvadoran Foundation for Economic and Social
Development) through two of its subsidiaries: DIVAGRO (agricultural
diversification) and FIDEX (export enterprise and infrastructure financing).
Annex D lists some of the major processors and exporters involved in NTAE
marketing, and provides short profiles on some of these organizations visited
by the project design team.

DIVAGRO maintains an office in Miami as an extension of its External Market

and Investment Promotion division. This division provides assistance to NTA
exporters and processors in market information, marketing, potential product
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identification and transpcrtation coordination. It is also charged with
promoting Salivadoran NTAE products in the U.S. and other potential markets

PIDEX has three major portfolios for export promotion:

-- financing for light industry and
marufacturing (US dollars);

-- financing for irrigation, and processing
and packing plants (Salvadoran colones);

-- financing for agroindustry and aquaculture
(dollars and colones).

It currently controls and has available about $30,000,000 (in colones and
dollars).

The CLUSA pilot project coordinates its activities with FUSADES, principally
DIVAGRO, to assure complementarity and avoid duplication. Jointly CLUSA ‘and
DIVAGRO are providing NTAE inspection services at Florida and Texas ports of
entry. The propcsed NTAE project will expand these contacts with FUSADES, and
will tap its resources in order to maximize the outreach of both FUSADES and
CLUSA.

FUSADES' contribution to NTAE and this pro;ect is addressed in subsequent
sections of this proposal.

2. GOES

In August 1990, the GOES released its five-year export prcmotion strategy.
Non-traditional agricultural and aquacultural products represent a small
preperticn (7%) of the overall export projections. However, these products
are expected to be one of the fastest growing export compcnents, almost
tripling the § 44 million estimate for 1990 to an anticipated $120 million in
1994. within this non traditional exports component, fresh produce is
expected to increase at an even greater rate: from § 6 million in 195C to an
anticipated 529 million in 1994. The pilot CLUSA project accounted for almost

two-thirds (§3.8) of the $6 million 1990 fresh produce exports.

The GOES export strategy relies heavily on the private sector. The gcvernment
role is that of trying to create the policy and investment climate which will
accelerate NTAE production, processing and exportation. CENTREX, the cne-stop
export expediting center created by law in BCR (Central Bank), plays an
important role in facilitating but not necessarily promoting experts.

The Departamento de Proteccion Agropecuaria has a critical role to play in
integrated pest management.

The Minister of Agriculture has iadicated his strong support for the pilot
prcject and its expansion in a letter to the USAID/El Salvador Mission
Director. He perceives the project as "...providing an important vehicle for
the development and evolution of cooperatives as true agribusiness
enterprises.” He further expresses his appreciation for "...the manner in
which the project has provided processors and exporters with greater access to
small farmer producers while simultanecusly assisting these producers
(predominantly members of cooperatives) to meet the exacting demands of the
(non traditional agricultural) export market.” (See Annex A for a complete
copy of the letter.)



D. RELATIONSEIP TO THE CDSS

Minimal) crop and other export product diversifications leaves the
Saivadoran ecensmy vulnerable to variations in coffee earniags. To
raduce this risk, the Mission seeks to promote existing NTAE products as
well as to introduce a variety of new crops which could be successfully
cuitivated and exported. The efforts are lirnked to the land reform
program, so that the newly titled reform beneficiaries can share in the
increased income to be derived from the introduction of higher value
crops. The principal NTAE are fresh cantaloupe and honeydew melons,
decorticated sesame seed, and frozen okra and black-eyed peas.
Promcsing NTAE earmers through 1992 appear to be pineapple, farmed
shrimp, cut flowers, and ornamental plants.

Approximately 70% of AID-supported NTAE were produced in 1989 on land
which had been distributed under the agrarian reform. The average

roducer maraged 7 hectares or less, and operated the farm himself.
Impetus for NTAE expansion has come from the exchange rate reform, which
no longer penalizes exports, and from the combination of technical
assistance &nd marketing access which was provided by FUSADES through
the various exporters under the Agribusiness Development Project.

NTAE exports in AlID-supported crops ia 1989 amounted to $9.0 million.
The CDSS goal is an annual increment of 25% of the 1988 level of NTAE
f . reign exchange earnings, or $6 million. The CDSS did not set goals
for erplcyment generation or investment through NTAE,

Relationship to Other Dopor Programs

In 1291, no other multilateral or bilateral donors are active in
Salvadoran nontraditional agriculture. The GOES is negotiating an
agriculture sector loam jointly with the Interamerican Develcpment Bank
and the World Bank. A part of this loan would finance enhanced plant
quarantine and sanitation services which would prevent the importation
of pests and which would help reduce he export of products with
undesirable chemical residues, 1If approved, the sector lcan would
become active inm late~ 1992,

E. PACTORS AFFECTING PROJECT CONTENT

The August 1990 USAID evaluation of the pilot project and the design
team for the NTAE Production and Marketing Project identified four
factors which affect the contents of the new project: economic,
technological, sociocultural and imstitutional.
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1. Ecomomic Aoalysisg

a. Sector Analysis

efcre 1589, there was a wide divergence Lbetween private and social
c:ofivability of investments in manufactured and agricultural preducts
£5r expert in the Salvadoran economy. It could always be argued that
invceswrents in these sectors were economically or socially profitable:
he abundance of skilled and semi-skilled labor gave the country a
omparative advantage in the rpoduction and export of a wide variety of
labor irntensive, light manufactures and agricultural products.

O (7

Private profitability, hcwever, was so low that it discouraged
investment in such exports. An overvalued exchange rate, gquantitative
controls on imports, price controls on a wide range of final and
intermediate products, and .a structure of nominal import tariffs that
produced a wide dispersion of effective rates of protection all
distorted domestic prices to the point that investments in tradable
gcods, especially non traditional agricultural exports, were simply not
profitable to many potential investors.

with the implementation of the GOES structural adjustment program in
1989, many of these distortions have been removed. The anti-export bias
inherent in the o0ld policy regime was attacked through a sweeping
liberalization of the foreign trade market. These reforms included:

the substitution of a flexible exchange rate regime for the prevailing
overvalued fixed rate regime; a compression in the range of ncminal
tariffs on imports; and the elimination of rumerous nontariff barriers
(NTB) to imports (e.g., quotas, imports prohibitions and prior deposits
for fcreign exchange permits)., These measures were designed to increase
rthe prefitability of exports, thus enhancing incentives to invest in the
sector that holds the greatest promise of higher growth rates for the
Salvadoran economy -- the export sector.

The most noteworthy accomplishment was the adoption of a new exchange
rate regime. The GOES gradually moved away from the fixed exchange
rate, progressively passing more foreign transactiorns to the free
market. After this, the GOES implemented a fully flexible exchange rate
system in 1990. This has not halted the growing overvaluation of the
colon, but has achieved an estimated 20% devaluation of the real
exchange rate through September 1990.

To complement and reinforce the bemeficial effects of the new exchange
rate system, the distoring effects of imports tariffs and NTBs were
reduced. The elimination of most nontariff barriers and the adjustments
of import tariff rates to narrows the difference between the minimum and
maximum tariff rates supported the new exchange rate regime. These
changes have not only exposed domestic production to the healthy effects
of international competition, but have led to less dispersion of
effective protection among productive activities, significantly reducing
disincentives for investment in a wide range of profitable export
activities.

The GOES also swept away a host of price controls and state trading that
posed serious constraints to increased investment in the productive

4
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sectors of the Salvadoran economy. Price ccntrols were removed for 230
items, Only a few essential items now remain under price controls:
wheat; flour, edible oil, refined petroleum products, sugar, cement and
public services such as electricity, water and port charges.

n sum, the divergence in social and private rates of return to
investmernts in the target sector has been significantly carrowed. The
incentives to investments ia ron-traditional agricultural products for
export has increased, allcwing the Salvadoran economy to realize its

comparative advantage in such products.
b. Economic Viabili

The principal non-traditional agricultural export (NTAE) crops produced
in E1 Salvador include honeydew melons, cantaloupe, sesame seed, frozen
okra and black-eye peas. Just in the area of melon production, export
volumes during the 1989-90 harvest season exceeded 524,000 boxes of
honeydew melons and 240,000 boxes of cantaloupe. Agrarian reform sector
cooperatives produced almost 70 percent of the export melop crop. In
addition, Salvadoran producers exported 5.1 thousand metric tons of
sesame seed in 1990.

The economic profitability of NTAE crops for the cooperative enterprise
varies according to yields and costs of production. Based on interviews
with various cooperatives we have been able to construct sample farm
tudgets (see Table I) illustrating the probable net values accruing to
the five products in NTAE group. A sensitivity analysis (see Table II)
as also been performed in the case of one major product in this group,
toueydew melons, showing the sensitivity of net value to the iipact of
cost, price and yield. Very little adjustment was necessary to bring
the market prices of foreign exchange and labor in line with their
scarcity values. With the current floating exchange rate regime in El
Salvador, the nominal exchange rate is fairly close to the shadow price
of focreign exchange. Moreover, given the current tightness in rural
labor markets, the nominal wage now paid to agricultural workers is also
close to its scarcity value. This analysis indicates that in about 80%
of the situations, there will be a net economic profit from NTAE
production. Furthermore, economic profitability should increase as the
co-ops gain production, marketing, administrative and management
expertise.

c. Project Comtribution

NTAE crops offer the promise of creating major changes in the
agricultural export sector in El Salvador. Many NTAE products are high
value when marketed as fresh produce and often lend themselves to value
added processing in the country of origin. They stimulate the
development and expansion of private sector agro-industries; i.e. food
processors, machinery suppliers and agricultural services.
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NTALE productisn is rarzgement and labor inteasive. It creates rural
employment and directly impacts family ircome. Under current costs aad
yields, for example, one manzan3 (approximately 0.725 hectares) of

hczeydew melons

- . generated about $%00.00 (€7,200) in gross profit
- provides about 75 person days cf employment during a period of
about 3 months.

Ore manzana of okra for processing generates 135 days of employment at
the farm level and additional employment for the handling,
transportation and processing of the product. Over a five year period
the CLUSA NTAE project will lead to the establishment of over 10,000
rarnzarnas (approximately 7250 Bas.) of NTAE crops for fresh and processed
product exports. That level of NTAE production will generate an average
of 800,000 person days of employment per year. Rural employment
generation at this scale will significantly impact the family incomes of
cocperative members and the surrounding rural communities.

TABLE I. :

Typical Ranges of Cost, Yields, Farm/Coop Prices USS

Cost /M2 Yield/Mz2 Farm Prices
(USDLS)
F
Honeydew § 750 - § 1,000 4C0 - 800 bcxes §2.20 - §2.80 per boex
Cantaloupe $ 875 - § 1,125 300 = 400 bcxes $3.00 - §3.50 per box
Okra $ 500 - 5§ 687 9,000 - 16,000 1bs| § 9.70 =~ § 10.00/cwt
Blackeyed p
Pea § 375 - § 437 5,000 - 8,000 lbs] § 9.40 - § 9.90/cwt

Sesame § 212 - § 27% 2,500 - 500 lbsj $ 23.75 - $27.50/cwt




TABLE II: HONEYDEW MELONS

Net Income per Manzanas:
US Dollars at Three Levels of
Cost, Yields and Parm Level Prices

400 Boxes/Mz 600 Boxes/Mz 800 Bexes/Mz
¢ and §
Range of Farm Price Farm Price Farm Price
Cost per Received/Box R ceired/Box Received/Box
Manzana (USDLS) < (UsDLS) (USDLS)
2.20 2.50 2.80 2.20 2.%0 2.80 2.20 2.%0 2.80
NET PROFIT/MZ ($) NET PROFIT/MZ (§) NET PROFIT/MZ (§)
¢6300 130 250 370 570 250 930 1010 1250 1450
$ 750
—
AT
¢7000 5 125 245 445 625 805 885 11258 1363
S 87% '
AT *
8000 -120 0 120 320 $00 680 760 1000 1240
$1000 =




2. Social Soundness Aralysis

~-e land reform of-the early 158Cs permitted the project's target
fipulaticn to have collective access to land. Hcwever, the mere access
ro lard did rnot bring with it the desired increase in rural incomes and
w“e.lbeing. Participation in the export market for nontraditicnal
preducts was not pessible without economies of scale in production and
without the offer for sale of truckload lots of acceptable gquality
produce. The small farmers in the agrarian cooperatives have land and
labor available for such production; bank credit is available to
gqualifying cocperatives. The project is to supply the production,
marketing, and management technology. This social soundness analysis
examines whether the delivery of that technology in combination with
mank credit and the cooperatives' own resources will contribute to
increased rural wellbeing. Data for this analysis have been taken from
the 1689 E1 Salvador Land Use and Land Tenure Study and from a survey of

18 land reform cooperatives which participated in the pilot project.

The social benefit of the Project can be illustrated with the example of
~he 8,000 families who are members of and resident on lands owned by
agrarian reform cooperatives in the plains of southwestern El1 Salvador.
ASout 50 of such reform cooperatives will be affected by the Project.
trnual family cash income in the beneficiary population im 1990 amounted
to 4,700 colones ($590). That level falls into the lower range of what
tr.e GOES considers to be poverty, but above the line for extreme poverty
(€200 annual cash income). Women head 19% of households. Electricity
is availadle to slightly less tran half of the hcmes, and health

rvices are available within an average of 10 kxm of the cooperative.
2ults are functicnally illiterate, with only 30% having completed the
nd grade. Children are takerz from school at about age 12 to begin

a typical school leaver has completed the third grade.
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The traditional family income derives from excess production on the
subsistance basic grain plots allotted to each family in the
cocperative. Diversification by the cooperative into NTAE products is
accomplished either by substituting NTAE for corm, cotton or cattle
rasture, or by bringing fallow land back into production. Therefore,
the family income is not at risk from the investment in the export crops
which the Project advocates, provided that there is sufficient family
labor to till the subsistance plot as well as to be employed in the
export operations. The cooperatives hire their members for a cash daily
wage in the production and packing of export products. Therefore,
family incomes should increase during the periods when NTAE are being
produced, Provided that no financial loss is sustained by the
cooperative as a business, there is no discernable negative effact of
the Project on the beneficiary population.

The cooperatives use the proceeds from NTAE marketing, that is, net of
production costs, wages paid to members, and borrowing costs, to finance
capital investments within the cooperative. Thus, in good years, the
cooperative might attain funds which its management may invest in a
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schcolhouse, a packing facility, or other prierity. In years where
there is no profit from one or another traditional or NTAE operation,
management may not be able to make capital investments as it had
rlanned. However, the Project benefits accrued by the iandividual
farmilies remain.

As demonstrated in the pilot project, the production for export of a
variety of horticultural crops is feasible for the cocperatives and is
accepted by them. During the pilot project melons experienced one year
of high prices due to affluence in the U.S. market, as well as a year of
recession in the U.S. when demand fell and prices were lower than
originally asticipated. (However, the recession affected only one of
the two types of melon promoted by the project, Only 30% of the
cooperatives which produced it ended the year with a loss in that
product line.) Thus the producers have experienced the risk that is
inhereat to income derived from NTAE and may be expected to reflect
aversion to that risk in future investment decisions. HKowever, the
farmers have also seen the incremental income in the good year: the
return on investment from NTIAE greatly exceeds that of cattle or
cotton. Because the typical cooperative maintains the majority of its
traditional income socurces as well as being diversified into two or
three NTAE operations, there is adequate protection from losses which
might be incurred in any one NTAE crop. '

The Project does not alter the family structure of the beneficiary
population. Additional income can be expected to increase nutritional
status, use of health care, and perhaps the number of students per
farmily in school. To the extent that additional family members are
Lired in the care, harvesting, and packing of NTAE products, the Project
contritutes to participation of women in the cash economy. The Project
tachnical assistance methodology stresses competence of management
without regard for traditional gender roles, which can be expected to
have a slight positive effect on the access of wcmen to management and
decisionmaking jobs.

3. Institutionmal Pactors

CLUSA was instrumental in focusing public amd private resources on the
two Phase III and 22 Phase I agrarian reform cooperatives which
participate in the pilot project.

Cooperatives have now proven reliable sources for NTAE products. CLUSA
pilot cooperatives have helped legitimize the role of cooperative
organizations as important players in the NTAE arena alongside that of
the public and private institutions promoting or supporting the NTAE
sector. The CLUSA team has worked with most of these institutions
during the implementation of the pilot project and has developed good
working relations with them.CLUSA's relationship with DIVAGRO
illustrates this point., DIVAGRO has provided training and services
mainly to private sector growers and exporters but has little direct
contact with Agrarian Reform cooperatives. At both policy and
operational levels, the CLUSA team has worked and will work with DIVAGRO
to extend the resources of that institution to the CLUSA project target
group.

9
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Cne type of institution not mentioned above is the secondary level
cocperative organization. In El Salvador these are predominantly
cooperative federations often created for political rather than
agribusicess purposes. Thus their usefulness to the project is
regligible since their politicalk activities overshadow whatever
agribusiness functions they may have been designed to perform.

X¥:wever, FESACCRA (Agrariam Reform Ccoperative Federation), in spite of
its political affiliation, provides a limited but useful farm
mechanization service on a contract basis, through funding provided by
the Italian government. While not directly inovolved in NTAE production
and marketing, UCRAFROBEX (& union of coffee producers/exporters)
provides a useful model of a secondary level cooperative, export
marketing organization.

CLUSA will continue to assist cooperatives, producers, exporters and
processors in organizing secondary level enterprises -- cooperatives or

mixed ownership (individuals and cooperatives), sociedades anopimas and
other types of enterprises to serve the NTAE community.

SECTION TWO: PROJBCT DESCRIPTION

A. GOAL_AND PURPOSE

The project contributes to the goal of increasing rural income thraugh
groduction of alternative crops and access to wmore lucrative markets.
The project purzose is to increase the production and marketing of non
traditicsal agricultural exports (NTAE) by cocperatives and other small
farmers.

This purpose will be accomplished by:

~-- increasing and improving production of NTAE;

-- diversifying and improving NTAE marketing systems:

-- strengthening existing and developing new linkages between
producers and processors/exporters; and

-- increasing investment in NTAE production and marketing.

B. ANTICIPATED ACHIEVEMENTS
The projected outputs are based on the situation existing in the pilot

as of December 31, 1990, and estimated by CLUSA as reasonable
expectations over the next five years.
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1.  Qutputs

QUIPUT 12/31/90 ___TARGETS (COMULATIVE)
Bilot 2192 92/93 23/94  34/3% 95/9¢
NTAZ products 4 S 7 9 10 12
Cantaloupe (bxs®*) 80 120 170 250 300 350
Honey Dew (bxs®*) 3s0 680 708 735 778 830
Okra (QQ*) 22 32 38 50 60 70
Sesame (QQ*) H 9 10 11 13 15
Bl-eyedPeas (QQ*) 22 32 56 63 7 78
Hectares 1520 1728 2500 4000 5500 7250
Irrigated 120 178 278 450 750 1000
Cooperatives 24 27 30 as 45 50
Members 3000 3378 4800 5600 7200 8000
Unafil. Producers o} 0 H 10 15 25
Ttl Beneficlaries 18000 24000 28800 33600 43200 48000
Action Plans 26 30 38 48 62 78
Exporters 4 5 6 7 8 9
Processors 2 4 4 ] S 6
US/Foreign Mkt.FPirms k] 3 4 S ] 6
Foreign Investors 0 0 b 2 2 3

*In thousands. This list is based on current pilot activities.
Expanded/different mix of products may emerge based on information from DIVAGRO
and/or from Marketing/Investment promotion component.

Please note the base data (12/31/90) above will need to be adjusted to reflect
status at pilot completion in July. This will undoubtedly lead tc refinement
of expected results at the end of each project year. An updated EOPS will be
submitted by the project team with the work plan.
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2. OPS nd o tatu

Prcject participants' NTAE production increased by 250 §
Project participants' gross revenue increased by 200 &
Average family income increased Dby 75 8
Participating ~ocperatives ¢ from 25 to S0
Participating cooperative members ** from 4000 to 8000
Participating unaffiliated producers t** froa 0 teo 28
Total direct/indirect beneficiaries ®*ree from 20000 to 40125
Coop enterprises exporting directly 3
Self-sustaining NTAE coops/minimum TA S
Increase in ha. dedicated to NTAZ from 1725 to 7250
Increase in irrigated ha. from 175 to 1000
Increase in NTAE products from S to 12
Secondary level priv. sector enterprises from 2 to 5
Collaberating exporters from S to 9
Collaborating processors from 4 to 6
Participating US/foreign mkt firms from 3 to 6
Foreign Investors from 0 to 3

* While the pilot project has worked with a total of 24 cooperatives, the
rumber of participating cooperatives is currently 16. The decline was due to
infiltration by guerrillas, voluntary -decision not to participate in NTAE
production and marketing, failure to dedicate minimum number of hectares to
NTAE production, over saturation of external assistance in addition to CLUSA
TA, etc. However, during the first year of the new project the number of
participating cooperatives will be increased to 25. These may include
reinstatement of some pilot cooperatives.

**  Cooperative membership fiqurcllurc based on an average of 160 per
cooperative, ranging from the smallest -- 36 -- to the largest -- 631.

**+ While the pilot project concentrated on Agrarian Reform beneficiaries, the
new NTAE project will invite participation by small to medium size unaffiliated
farmers who meet the criteria.

eeesr Total direct/indirect beneficiaries is calculated on the basis of a
family of five for each direct beneficiary (cooperative member or unaffiliated
producer). This does pot include seasonal farm labor hired during planting and
harvesting activities.

Sustainability/Institutionalizatjion:

Sustainability of the cooperatives, particularly the land reform cooperatives,
would not be so much a problem today had the issue been more appropriately
addressed at the time of their formation.

Sustainability of cooperatives is a very difficult issue. Few cCooperatives in
E. Salvador are currently able to fend for themselves because the members
consider the cooperatives as social organizations rather than business which
they own. Low education levels of members and lack of accounting and
zanagement skills only intensify the problem.

CLUSA defines as sustainable those cooperatives with viable business
opportunities which: operate with high levels of member canpitncnt; have ‘
growing and expanding markets; are adequately capitalized with member equity
and accumulated reserves; and provide services to their members which are
v;lucd through loyal patronage. In Salvador, debt levels/management are also
of concern.



A viable econcmic activity is required or the cooperative will not survive.
The others are required to lesser degree but moOst must be present or able to be
developed if the cooperative is to become sustainabdle.

CLUSA's development approach focuses on two points: (1) cooperatives must
become businesses if they are to survive. Theare is usually little business
acumen in the cooperatives, their member/owners or the boards of directors,

thus the Agridbusiness Management Component of the project. Because it can deal

education gpupport unit of this project is critical to prodiect success, (2)
Salvadorans must take over the activities as rapidly as they are able to build
experience and self-confidence during the period of project assistance and
expatriate adviscrs. The dependence cycle must be broken.

To the extent that these two can be implemented: the cooperatives have a
chance to become viable at least in certain cost centers of their operations
(assuming cost accounting can be successfully introduced); small business will
develop to meet the needs of the cooperatives/members and individual
producers/processors/exporters which they can not meet themselves but must pay
for; and new associations formed will be based on a business relationship/an
economic activity from the beginning which will put them ahead in an
understanding of their purpose and need for survival.

However, there are situations within the cooperative themselves which may tend
to undermine the success of project assistance and their own sustainability.
Fcr example, the requirement that boards of directors be elected every two year
and that no direct can serve mcre than two terms. This must be changed. The
cooperatives need a management team which has been trained sc this can be
passed on 0 new managers, members or boards of directors. Without this, there
can be no continuity in commitment, approach or vision.

Much money has been vested in cooperatives, particularly in Latin America, over
the past twenty years. Unfortunately with little success to show for the
effort. CLUSA does not want this to become another of those interventions.
However, there is little doubt that in a five year project period, few of the
Salvadoran cocperatives will emerge as viable business entities, perhaps as few
as five after the five years, but there will be 45 others that will be making
progress toward that geoal.

CLUSA will bring every effort, experience, and creative approach to these
cooperatives to move them toward viability during the life of the project,
recognizing that some will be more successful than others. All cooperatives
will either make progress toward this goal, or the project team will have to
determine the appropriateness of continued assistance. Moreover, there are twe
important elements: (1) the producer/members, and processcrs have to
understand and believe that what they are doing is important and necessary,
i.e, bottom up development, not that they are participating just to receive the
project assistance, and (2) everyone involved must be intrcduced to the idea of
fee for services which will ensure that the cooperatives get the message that
there are services which are needed and which must be paid for. These include,
but are not limited to, accounting services, information services, marketing
services, research, technology, technical assistance and training.

In the pilot project, cooperatives were introduced to qualified
processors/exporters and marketing agents. This type of linkage would remain
in tact if CLUSA were to pull out of the cooperatives tomorrow. As part of the
follow on project cooperative management/growers will be linked to market
information services such as provided by Pusades/Divagro, GOES, or other
institutions. Market information services include but are not limited to
market prices, marksting firm classification, exporter selection, freight
costs, guidance on crop selection and future production. Linkages will also be
made to extension type services (private sector companies) in c¢rop production,

Xae
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apiary service, equipment rental, and companies providing ground preparation
services, pesticide application, etc. This network of interrelated, suppertive
business enterprises will bring efficiency and ccapetitiveness to the NTAE

sector.

To illustrate, consider the work with Santa Teresa coopera;ivo during the pilot
prcject. Santa Teresa is a small business with a membership base of 38 on the

way to self-sufficiency.

The CLUSA project began providing TA/T to Santa Teresa during March, 1989.
e training and sppropriate technical assistance have been the
key components of the program support.

Initial investigations found the following conditions in Santa Teresa:
traditional activity in corn, cattle, and rice; non-traditional activity in
melons for last 4 years; lacking in building and equipment infrastructure; and
weak management, administration, and organization.

During 1989/90, Santa Teresa:
developed and implemented a 2-year NTAE business plan;
established linkage with new export company (Exfrusa);
established linkage with new broker (Wheatley);
participated in commission sales in order to create a better competitive
environment for negotiating fixed price contracts;
increased melon yield per manzana by 125%;
established reputation for high quality Salvadoran honey dew melons;
participated in melon inspection program;
received TA on type and model of “ractors and implements to purchase;
received training in scil preparation, safe use and application of
chemicals, producticon planning and management development.

In 1990/91, this cooperative:
assisted in the formation of Salvador Fresh, a new export company to
market melons for them;
received TA in contract negotiations between Santa Teresa/Salvador
Fresh/Wheatley;
developed linkage with Fusades/Divagro for assistance in securing ocean
transportation and other logistical support;
improved melon production contracts;
introduced and estadblished new marketing linkage with Quality Foods for
the production of blackeye peas;
reduced marginal melon production area;
set up cost and production control system for NTAE;
introduced, through Salvador Fresh, to Fruveg and Couture Farms, new
fresh produce marketing firms.

These linkages will help to ensure the sustainability of Santa Teresa after the
project assistance ends.

Further, in order to avoid the pitfalls previcusly experienced in work with
top-down creation of cooperatives, the project will assist NTAE producers,
exporters and/or processors who on their own initiative identify the need for
these types of enterprises and request advice and technical assistance. Two
examples of this from the pilot are the creation of Salvador Presh and EXFRUSA,
which were formed with considerable technical assistance from the project.

Consideration will also be given to the possibility of selecting 4 or 5 of the
most administratively advanced, organized cooperatives to purchase under-used
or vacant packing and pre-cooling infrastructure to help maximize revenue.
opportunities for development of fruit and vegetable agro-processing by the
cooperatives will be explored (See: uit and Vegetable Processin tions
the Latin America d Caribbean on, Volume I by ATMA International).
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Possibilities for debt guarantees will be explored to strengthen links between
cocperatives and the commercial banking systeas. All efforts directed at
creating viable cocperatives in Bl Salvador which can profitably carry out
their role as primary exporters ©f NTAE.

CLUSA expects that the passage of the cooperative law will assist the
cooperative in behavior modification and ensure interest by the farmers in
participating as member owners. Training programs on the impact of the law
will be needed. The passage of the law will assist CLUSA greatly in the
implementation of the cooperative-to-cooperative program which was 8o
anticipated under the pilot project, and which will lead to establishment of
longer-term relationships between U.§. and Salvadoran cooperatives.

During the pilot initial cooperative-to-cooperative visits were made. There
were 5 U.5. cooperatives willing to participate in the identification of
Salvadoran partners. The civil strife deterred participation; however, mcore
important was the belief that until the law clarified land ownership, there was
little that could be done to legitimize the Salvadoran cooperatives or their
members' coomitment to them. It is now expected that these programs can be
moved forward in the project implementation and that these develcping
relationships will be instrumental in improving the sustainability
possibilities of the cocperatives. CLUSA/Washington will work through its
agricultural members to facilitate these cooperative-to-cooperative linkages.

c. ASSUMPTIONS

The five basic assumptions on which the pilot project was based are still
valid:

1. Private Firms Participate in NTAE. Private investors, processors
and exporters maintain and increase their interest and investment
in NTAE.

2. FUSADES Contjinues_ Su of NTAE. DIVAGRO's Agribusiness

Development Project assists in the promotion of NTAEs.

3. Cooperatives gnd Sma roducers Su ality NTAE.
Cooperatives (Traditicnal and Phase I and III) and small
producers not affiliated with cooperatives are reliable
sources of export quality agricultural products.

4. Technical Assistance Is Provided by Processcrs/ EBxporters.

Technical assistance in field production and post harves: handling
and packing continues to be provided by packers and processors,
complementary to technical assistance and training provided by
project.

s. Credit Is Avajlable. Production and investment credit is available
to cooperatives, producers and private firms from BFA and other
sources, including joint ventures in which US firms make investment
commitments.

6. usiness Cljimate Remains Relativel table. The political and
economic environment does not deteriorate significantly; guerrilla
activities do not unduly jeopardize project operations; and
pacification opens new areas for project expansion.
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In addition, three more assumptions are added:

7. Weather Conditions Are Favorable. Unfavorable weather conditions
do not occur over a prolonged period or in sequences which have a
devastating effect over several crop cycles.

8. Bl Salvador Majintains Competitive Advantage {n NTAE. Production
costs, world prices and demand for Bl Salvador's NTAE production
reinforce Salvadoran competitive place in the world NTAZ market.

9. Producers Accept and Adapt TA/T. Producers, both individually or
as cooperative members, understand technological advice and
routinely incorporate technological improvements into their
operations.

D. TARGET POPULATION/SPLECTION CRITERIA

Targets for project technical assistance and training (TA/T) are

NTAE producers and potential producers, processors and exporters.

Based on the pilot project experience, there is need for continued TA/T at all
levels of the proposed project intervention. By use of the following selection
criteria, CLUSA will be able to select those beneficiaries that have the
potential to produce quality and volume in non-traditional products. The
question is not the demand for project services; it is how to ensure that the
project services are directed to those growers most likely to succeed and be
mainstreamed as reliable producers and to those processors and exporters who
are likely to survive and continue behavior consistent with their selection for
project participation. Therefore, the selection criteria are extremely
important.

The project targets 50 of the best cooperatives qualified to enter the field of
non-traditionals; the pilot began by interviewing SO0 cooperatives and selected
12 to receive project TA/T based on pilot selection criteria. New groups of
farmers will be formed which will have a business reason for their association,
and thus avoid some of the problems inherent in land reform cooperatives.

Purther, the pilot was restricted to non-conflictive areas. With resolution of
these problems, large numbers of producers/cooperatives become available for
consideration for project assistance.

1. du a opulatio

There will be two types of producers in the target population: cooperative
members who produce or can produce NTAE crops; and limited numbers of
individual, saall to medium size farmers who produce or can produce NTAE crops.
To be eligible to participate in the project, the target population will be
required to meet the selection criteria.

It is estimated that for the life of the project participants will {nclude 50
cooperatives with approximately 8000 members and 25 individual growers.
Together this represents a total beneficiary population of about 40,000.

In addition, some producers not participating directly in the project will
receive assistance through participation in epecific training and observation
events conducted for the benefit of the target population. Other producers
will benefit by growing and selling NTAE produce through participating
cooperatives.
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3. Producer Selection Criteris .

While the pilot project focused exclusively on Agrarian Reform cooperatives,
this project will include any cooperative and small producer groups which
satisfy the criteria listed below. (MAG estimates there are 474 agricultural
production cooperatives.) In addition, individual growers who group together
with at least 10 hectares will be invited to participate in project activities
as long as they satisfy the ainimum criteria of producing or planning to
produce NTAL, are within the geographical coverage of the project, and are
willing to follow the advise and guidance of the CLUSA team.

This criteria is exclusionary in order to concentrate limited project resources
on producers most likely to absorb and utilize project TA/T, minimize distances
which project staff must travel from producer group to producer group, and
assure econocmies of scale.

Cooperatives and small producer groups which do not meet the criteria can enjoy
some project benefits by working with and marketing their produce through
cooperatives which are active project participants. For example, Sta. Teresa
will act as a collection center for the NTAE production of Bola de Monte and La
Cabanas; Boja de Sal will provide the same service for La Paz. Both
cooperatives will apply the same rigid standards utilized in their own
production and postharvest handling to assure quality of product delivered to
exporters.

Basic criteria include:

a. lLocation:

- Accessible during rainy season. Transportation is not a major
problem.
-- Regional groupings. Producers should be located where several can

be served by the same project personnel.

- Same geographic areas covered by pilot project (Middle Coast,
Western Coast, Western Lowlands, Western Highlands except northern
part). As pacification provides opportunities in other areas,
project will expand its operations in a manner which will not
strain project resocurces.

b. edit Clagssification:

- Participating cooperatives and small producer groups must be credit
worthy.
€. Sise:

-- Cooperatives or small producer groups should have a membership that
exceeds 10. PFor cooperatives (traditional, Phase III or
restructured/parcellized Phase I), whose members are individual
landowners, and small producer groups, a minimum of 10 producers
must sign an agreement to participate and name a represen:ative
with whom project staff can interact and channel technical
assistance and information.

- Total land area available for production by any one group should
" exceed 10 hectares.

1
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d. Experjence:

At least one year's experience growing an NTAEZ crop and at least
one year's linkage (sales agreement) with a private processor or
exporter.

QR
At least five years' experience growing a traditiocnal crop and

judged toc be a well-managed cooperative or business-oriented small
producer group.

e. Resouzces:

Participating producers should have access to the following
resources (e.g. through bank locans, processor/exporter assistance,
rental or loan from cooperatives):

Physical assets (bullding, equipment, infrastructure) necessary for
NTAE production and post harvest handling.

Leadership and management in order to make decisions and operate
according to plans.

Financing (working capital and investment credits).

Water, either existing supply or expanded irrigation systems.
Land agronomically and ecologically suitable for NTAE crops.
Labor for planting and harvesting.

f. Market: |

Reasonable assurance that market exists for NTAE crop under
production or planned.

g. Exclusjons:

The project will not provide advice to producers of sugar, palm oil
or citrus for export. Cooperative and/or producers who produce
these crops and also NTAE will be eligible for project assistance
on their NTAE production.

The project will not provide advice to cooperatives or producers
whose export plans include products alsc exported by the U.S. to
the same market. )

a. Assistance to Producers:

Only processors and exportere who are willing to provide technical
assistance to producers complementary to project TA/T will be
eligible for project technical assistance.

b. Track Record:
Only those processors and exporters who demonstrate willingness to

share profits on equitable basis with producers will be eligible
for project technical assistance.
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E.  PROJECT COMPONENTS

The project has four basic components:

-=- NTAZ Production Technology Transfer

-= NTAE Market Promotion

-= NTAE Investment Proamotion

-- Strengtheaing Cooperative Agribusiness Management.

Since the project is designed to promote and strengthen NTAE production and
marketing, the first three components are interrelated. These components
constitute the cors functions of the project. (See Flow Chart of NTAE
Activities.) The fourth component addresses the corollary needs of
cooperatives to lsarn to operate in a business-like manner and to assure that
non=-NTAE producticn and organizational activities do not drain the resources
and profits from NIAE production. (See Major Punctions of Agribusiness Unit
Chart.)

In addition there are three major support activities which provide services to
all four project components:

-- Information and Data Base Management
~- Technical Assistance and Training
-- Office Support .

The components and project support activities are summarized below. (A
detailed descripticn appears in Annex P.)

Component 1: NTAFE Production Technol ansfe

The CLUSA NTAE prcject will employ an integrated strategy to improve the flow
and transfer of NTAE agricultural technologies to the target group. This
consists of:

» intensive trajning and focused technolo assistance for low
resource farmers and producers;

. linkage of producers to other producers, private sector suppliers
and buyers (processors/exporters);

* development of a network of private sector agricultural servics
enterprises. These rural enterprises will perform specialized
technical services for the target group of producers as well as the
processors and exporters.

Intensive training and technology assistance, as in the pilot project, will
include in-the-field demonstration, supervised production activities, and
topical training sessions., In the pilot project these have included planning
and product selection, land selection and soil preparation, fertilization, pest
cecntrol including correct utilization of pesticides and other chemical
products, phytosanitary control, irrigation management, harvest

and postharvest management and quality control, equipment calibration, and
welding and acetylsne use. (This list will be expanded to include topical
areas as i{llustrated in Annex G.)
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Flow Chart of NTAE Activities
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Simultaneously, the CLUSA NTAE project will strengthen the level of technical
assistance provided by exporters and processors to the cooperatives and
producer-farmers. Currently, the exporters provide limited support to the
growars; they need to give explicit advics and technical assistance to assure
the quality and timing of product to support the NTAR industry.

To be sligible for project assistance, processors and exporters must be willing
to provide technical assistance and have a track record of dealing equitabdly
with the producers. The project will provide assistance in negotiating
equitable contracts between producers and processors/exporters.

Technology assistance to processors and exporters who grow some of their own
produce will alsc be provided.

The project will access technologies that have been successfully employed in El
Salvador and in other areas of Cantral America by:

visiting cocperatives participating in the pilot project which have
demonstrated efficient application of project provided TA/T and can
serve as examples of what can be accomplished;

training in product use and naf&ty by agrichemical companies;

visiting production, packing and processing facilities in other
Central American countries and the United States;

negotiating marketing and technical assistance agreements with U.S.
agricultural cooperatives;

arranging CAPS training for potential leaders;

establishing direct contacts between research and training
institutions, such as CATIE, Escuela Agricola Panamericana
(Zamorano), PROEXAG/ROCAP, CENTA, ENA, and the producers and
exporters/processors participating in the project.

The project will promote and encourage the development of a network of service
enterprises to meet the needs of the expanding and maturing NTAE sector.
Options for setting up service enterprises are the establishment of secondary
level cooperatives, independent business entities, and specialized divisions
within larger cooperatives or marketing organizations.

Examples of service enterprises include:

apiary management and pollination services (one cooperative is
already providing this service to others);

integrated pest management and pesticide application services;
scil and foliar testing and fertilizer application services;
heavy tillage and land preparation;

pre-cooling, packing and post-harvest management services;
feasibility and marketing studies;

management accounting and loan packaging services.
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CLUSA will continue its advocacy and {ntermediary role in assisting
participating cooperatives to secure production and other credit from the
banking system, capitalizing on the relationship it has established with the

UTFRA, the BCR unit responsible for defining and monitoring agrarian reform
credits.

CLUSA will continue to work with ISTA and PINATA particularly in helping them
understand what is involved in assisting cooperatives to diversify production
by introducing NTAE products. Their field workers (i.e., the ISTA
facjilitadores) will be invited to attend training-of-trainers sessions
sponsored by the Training Unit of the project.

mpon : ark nd Invegstment omo

Parallel to the NTAE production technology transfer component, CLUSA will
continue to expand NTAE market and investment promotion. Much of the
information and intelligence gathered will affect the activities neaeded in
transfer of production technologies. Activities with DIVAGRO will provide
information to processors and exporters about U.S. and Canadian market demand
and price quotations for NTAE products.

Activities to be implemented which are designed to s:<rengthen the marketing
capability of the exporters and processors include:

- in conjunction with DIVAGRO, assist in implementing a system for
in-country quality control inspection and certification of exports;

—-- in coordination with DIVAGRO, assist in irplementation of a quality
assurance service for all product exported;

-- visit ports of entry to observe U.S. Customs, USDA, and
FDA inspection procedures;

- design packing/loading systems to reduce handling fresh produce
(e.g. utilization of palletized loads);

- assist in marketing feasibility studies.

The marketing promotion activities are key to promotion of NTAE investment.
Investment promotion activities introduced in the pilot project will be
continued in the propesed NTAE project. However, the marketing strategy of the
proposed project opens the way for joint ventures be:ween brokers and importers
in the U.S. and Salvadoran producers, exporters and processors.

Despite the continued civil conflict, Bl Salvador offers an attractive
environment for foreign investment in the NTAEZ sector. The country has both
overland and marine transportation options through which product can reach the
principal markets of the United States. Government regulations facilitate the
registration of foreign capital, the repatriation of profits and the
importation of equipment and materials utilized in the export of product and
institutions such as FUSADES provide both direct and indirect subsidies to
firms that export Salvadoran product. OPIC will be reguested to provide U.S.
investment protection information. These facts need tc be aggressively
presented to potential brokers and investors.

The project does not propose a major investment promotion campaign, rather a
modest but aggressive attempt to identify potential U.S. and other foreign
investors and link them to the Salvadoran NTAZ sector through equity joint
ventures and contract joint ventures.
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The former involves long term commitments of investment capital in
infrastructure or in share participation of a Salvadoran export or processing
business. The latter has been used by some NTAEZ processors and exporters in

contracts with D.S. brokers.

The project will continue to promote forward contracting by the produce buyer,
for example:

-- provision of production credit at time of planting;
- broker purchase and supply of cartons and packing materials;

- joint investment by buyers and brokers in postharvest
infrastructure;

-- investment of the exporters and brokers in production
infrastructure for use by the producers.

The investment promotion activity has four objectives:

-- increase the number of foreign buyers and businesses who enter into
equity or contract joint ventures;

-- increase the total dollar amount of capital and extend the terms
under which foreign companies invest in NTAE businesses;

- develop equitable arrangements among the brokers, buyers and
producers’' cooperatives;

-- distribute the riskx more fairly between producers, exporters and
buyers. '

CLUSA will draw on the resources of FUSADES/DIVAGRO.PRIDEX whenever possible.
The intention is not to duplicate their efforts, but to use their assistance,
expertise, and outreach office in Miami and to assist them in implementation of
some of their programs.

The market/investment promotion will be done jointly by CLUSA in Bl Salvadoer
and Washington. Washington will be responsible for developing initial contacts
and following up on leads/enquiries provided by staff in El Salvador. CLUSA
staff in Bl Salvador will be responsible for providing detailed product
information to potential buyers, providing current cost information on
products, shipping, etc. ClUSa/Washington will have follow-up
responsibilities, including letters of credit (as appropriate), assistance with
shipping, customs documentation, etc.

Based on our experience with exports in Indonesia, this method, while requiring
coensiderable coordination between Washington and the field, is very workable
and reassuring to clients. The fact that there is CLUSA in Washington and San
Salvader to deal with problems and to facilitate communication adds credibility
tc the operation; buyers' experience with cooperatives inability to deliver
quantity and quality as scheduled is (unfortunately!) notorious.

There are already expressions of interest in NTAEZ by U.S. cooperatives. The
positive is that once they are aware that commodities are available through
cocperastives, they are interest in participating or willing to suggest scoeone
who might be. The negative is that the cooperatives are usually purchasing
rather small quantities, so that while direct purchases could be arranged, the
cost may become too high. CLUSA is exploring ways of combining shipments while
keeping costs in an acceptable rangs.
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Markets outside of the U.S. also need to be explored. Building upon existing
relationships with other organizations, CLUSA will pursue foreign markets for
Salvadoran NTAE. In this regard, McCormick will visit Salvador ia August, 1991
to discuss ways in which they might assist with marketing efforts for sesame in
Purcpe, the Middle Rast, and Korea where a less processed product is required.

The challenge '7ith all products will be coordinating the production and
marketing efforts so that one does not get out of balance with the other. In
certain areas, sesame for exanple, the current production is not sufficient to
make the cooperatives players in the market; however, if production is
increased, there pust be a market for the increased production at a price which
is beneficial to the producer.

The work of market promoction and investment is a process of developing and
expanding a network of possible buyers based upon an ability to provide quality
and quantity product in a timely fashion. While contacts are individual in
nature, success depends on the process. It is extremely important that no one
individual become indispensable. To this end CLUSA/Washington is committed to
ensuring that their part of the process involves more than one person. On the
Salvador side, it is important that Salvadorans are involved in all steps of
the process and gradually, yet as rapidly as possible, take over the activity.
The Salvadoran cooperatives need to develop credibility as reliable suppliers;
this will (CLUSA experiences show) be easier to accomplish while ex-patriate
staff, with diminishing participation in the process, are involved. (Note:
Indonesian cocperatives are now setting asides reserves for use to continue
expatriate assistance after the project ends.)

This marketing promotion can become institutionalized over the life of the

rciect. At minimum, there is a cadre of trained people who understand the
process. This may result in the development of a business enterprise to
support marketing efforts which the cooperatives may be unable to carry out on
the.r own.

Investment potential is greatly diminished as long as the civil conflicts
continue; on the other hand, there is no reason to believe that investment in
the form of contract joint ventures as pursued in the pilot will not continue
with other buyers, if not the cooperatives. :

U.S. cooperatives are in general very conservative organizations; therefore,
cooperative investment may more likely take the form of in-kind investment in
the provision of training in, for example, use of pesticides and their proper
storage, fertilizer application, equipment repair, as well as sessions on
cooperative bocard and member responsibilities, accountability, cost accounting,
etc. These would supplement the sustainadbility efforts of the project, even
though the cooperatives may not be direct buyers of the NTAE.

CLUSA/Washington has failed to support the sarketing efforts undertaken during
the pilot. Purther, Cooperative Business International, which was to have
played a role in the marketing/investing, has decided, for the present at
least, that it cannot deal with fresh produce. Therefore, under the project,
this marketing/investoent promotion responsibility will be vested in the CLUSA
International Development Division and implemented as described adbove. This is
an advantage in that monitoring all project components and their interactien
will be simplified. Thers is no loss in terms of interaction with CLUSA member
affiliates.
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mponen : en en c tiv bus 88 Managem

The CLUSA experience in the pilot project confirms the need to strengthea the
administrative, organizaticnal and financial management capacity of the
pembers, director and managers of Bl Salvador's cooperatives. Par too many
members and leaders have not grasped the importance of the development of the
cooperative as an agribusiness which, only after profits are realized, can
provide social (individual and community) benefits. Tooc often, they perceive
the delivery of social benefits as the cooperative's major ' .

Since most of the participating cooperatives are involved in the production of
traditional crops as well as NTAZ crops, and, since {n some instances the
amount of land devoted to the former is greater than that devoted to NTAR
production, profits reaped from NTAE production and marketing can be quickly
dissipated if other production activities suffer losses. Some cooperatives
alsoc are carrying heavy debt lcads due to inadequate financial management or
mismanagement. These factors must be addressed to ensure viability and
sustainability of participating cooperatives.

Tc prevent distraction from the NTAE production, marketing and investment
activities, a separate Cooperative Agribusiness Unit will be set up to address
the business, financial and training needs of the cocperatives. The Unit will
provide some direct TA/T, complemented by the activities of other TA/T
providers (such as Technoserve) under subcontract work orders.

The major project activities designed to strengthen the management capacity of
the cocperatives include:

- developing action plinl for the overall enterprise, of which NTAE
operations will be a major component;

-- developing practical accounting systems within the cocperatives
that provide information relating to all of the production and
marketing activities of the cooperative;

- building functional management structures within the participating
cooperatives to promote the delegation of production and
administration responsibilities to cooperative managers.

- developing business norms, operational procedures and
administrative controls;

-~ building communication skills and techniques to improve the ability
of managers to report and communicate with the directors and
improve the capacity of the directors to communicate with the
general membership;

-- developing secondary level cooperatives or other organizations
which can assist in coordinating the production and harvest
activities of landowners who are members of cooperatives which do
not participate in the NTAE project and of individual small and
pediuz size farmers who are not affiliated with any cocperative.
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1. nformatjion and ta Bas n m

The CLUSA pilot project developed and implemented a record keeping and
reporting system to monitor the production of the participating cooperatives.
The systez evolved into complex functions involving a multitude of steps,
multipart forms and manually produced reports. Project staff and cooperative
managers maintain this system. Although cumberscme, it generally provides
project management with critical information needed to evaluate and monitor the
project, such as:

- areas planted summarized by producer organization and planting
seasons; '
- production yields from each cultivated plot summarized by producer

organization and planting season;

- percentage of export quality production summarized by cultivated
plot, planting season and the producer organization;

-- itemized material, labor and equipment costs to produce crops
summarized by plot, producer and planting season;

- income summaries showing distribution of income to each
cocperative;

- production value summaries showing economic returns from each
operation;

- summary of training activities completed within each cooperative;

- comparative summary of services and prices offered by exporter and

packing organizations;

- breakdown of counterpart contributicns to the project.

Under the pilot project CLUSA has begun the process of computerizing this
information, as well as other data that would be useful for project monitoring,
for producers, exporters and processors, and for U.S. brokers and investors.

The first phase of installing this management information system has been a
modular design and plan allowing for phased development and implementation. It
utilizes a menu driven, relational database. Once fully installed, it will
greatly simplify and reduce the paperwork currently required.

After CLUSA has completed installation, making the information and data base
system fully operational and testing its usefulness in the implementation of
the project, it will adapt software packages to meet the needs of the
exporters, producer cocperatives Or service businesses supporting the NTAEZ
sector. CLUSA will set up a mechanism to distribute the redesigned software
packages to the NTAE community.

4 Ao
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SECTION THREB: PROJECT IMPLEMENTATION

A. MpP NTA N G

1. strateqy

The strategy for achieving the purpose is implicit in the statement of purpose:
the strengthening and development of effective and efficient linkages between
producers and processors/exporters for mutual benefit. These linkages will
increase and diversify processor/exporter sourcing of produce and exert demands
on producers for quantity and quality product in a timely manner.

It is assumed that there will be no break between the termination of the pilot
project and the initiation of the new NTAE project. The CLUSA team currently
or-board will continue its regular technical assistance and training activities
scheduled for the last quarter of the pilot project (April-June 1991). It will
also begin planning the activities for Year One of the new project,
particularly the first quarter (July-September 1991). A complete Work Plan
will be prepared once the new team members assume their positions.

Tc achieve a smooth transition from pilot project to a full-scale development
project, the CLUSA team will pursue the current pilot project strategy while
s.multaneously beginning to implement the project expansion strategy, as
follows:

CCRRENT PILOT PROJECT STRATEGY: Continuation of the successful elements of the
pilot project:
-~ ' select new cooperatives and continue working with participating
cooperatives, utilizing selection criteria;
- provide participating co-ops with intensive TA/T in NTAE
production, harvesting, and post-harvest handling and packing;
- assist cooperatives to prepare work/action plans;
- identify TA/T need in cooperative management and in other farm

activities. Use Technoserve subcontract or referrals to other
institutions to meet needs;

- sign agreements with participating coocperatives for project TA/T.

- assist participating cocperatives in negotiating equitable
contracts with processors and exporters of NTAE products;

-- provide advice/gquidance to participating processors and exporters
willing to provide technical assistance to the cooperatives and to
enter into mutually.beneficial contracts with them;

- maintain necessary contacts with U.S. produce brokers and
importers.

EXPANSION STRATEGY: Expansion from pilot project to full development project
includes but is not limited to the following:

- revise selection criteria to include all types of cooperatives and

select individual small and medium sized farmers who otherwise meet
the criteria;
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2. Techpical Assistance and Traiping

Training and technical assistance are the major tools for supporting and
reinforcing the components of the NTAE Production and Marketing Project.

Over the course of the pilot project, CLUSA bhas employed an effective,
hands-on, interactive and participatory training methodoloqgy. Whenever
appropriate, the CLUSA team has brought training activities to the field where
the farmers and producers can more easily assimilate the technology being
advocated. The proposed project will expand the range of training and
technical assistance activities and increase the number of participating
receiving produoction and management assistance.

To provide support to the NTAE Production Unit and Agribusiness Unit, a
specialized training and technical assistance unit will be set up. This unit
will be headed by a non formal education specialist and will perform the
following functions:

-- develop training modules for the participating producers and other
project clients;

-- develop work orders and sub-contracts for vendors of training
services;

-- conduct training-of-trainers programs in participatory, interactive
trainiag methodologies;

-- monitor the delivery of training services provided by subcontractors;

-- evaluate the effectiveness of training modules and delivery systems
in the transfer of technology:

-- coordinate the delivery of training services to project participants.

The project will select individuals to be trained as trainers who are meabers
of the participating groups or who live in the project areas who demonstrate
leadership skills and training ability. Neither formal education nor training
experience will be prerequisites for project-trained trainers.

Rather than develop an in-house capacity, CLUSA will subcontract certaisn
services to specialized sources. Three contracts are proposed: one for data
management design (a U.S. firm), one for accounting and business managemexat
advice (Technoserve, a U.5. PV0O), and one for agronomics and marketing advice
(a Salvadoran firm). The use of Technoserve and the Salvadoran company is a
cost-effective means of obtaining training and advice. Technoserve has
considerable experience in cooperative management training in E1 Salvador,
while CLUSA's strength lies in applying trained managemeat to business
opportunities. CLUSA will retain these coatractors on a requirements basis so
as to permit tailored assistance according to the needs of the 50 client
cooperatives and of the emerging farmer groups. Sectiomn III.A.6. shows
specific procurement details.

Other organizations in El Salvador which have special expertise in areas of

concern/needs for cooperatives/producers/processors will also be subcontracted
for project work under work orders.
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intensify TA/T provided by project to producers through
introduction of new NTAE topics or products, and new training
materials and technigques (including training of the trainers);

expand nen=-NTAB TA/T for producers through the direct activities of
the Agribusiness and Training Units supplemented with referrals and
sub-contract work orders with other providers of TA/T (e.g.,
Technoserve). TA/T will include overall cooperative management and
administration assistance.

expand group of participating processors and exporters whc beet
project selection criteria to encourage greater coampetition and
coverage;

expand number of U.S. (and eventually other foreign)
importers/broksrs, to enlarge export market;

include, as appropriate, individuals and organizations not
participating in project training events, seminars and workshops,
i.e. other cooperatives and producer organizations, other TA/T
providers, other processors/ exporters, and institutions such as
ISTA;

expand the information and data base management functions of the
project into a service for both producers and processors/exporters
for which appropriate fees will be charged and which could be spun
off as a service enterprise;

introduce non formal education techniques as a major TA/T tool;
hold seminars, workshops and demonstrations to expand application
of the techniques. Some of these activities will be training-of-
trainers events primarily for individuals working directly with the
project. However, space permitting, other NTAE-related
organizations will be invited to participate; (see Table 1lV)

explore the legal and practical implications of instituting charges
for services; i.e., some TA/T activities, utilization of fax :
messages re shipments and current market price quotations,
utilization of the information and data base system, participation
in training events; .

stimulate the formation of viable secondary level NTAE

enterprises, such as EXFRUSA, to provide needed business services
to participating cooperatives and producer-members.
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TABLEZ IV : KEY INSTITUTIONAL LINKAGES

INSTITUTION

RELATION TO NTAE PRODUCTION

Credit/Finance:
Banco Central de
Reserva

CENTREX

BFA and Bank
System

Ministry of
Economy

Establishes loan portfolios for
agricultural production; polices
and procedures for lending by
the banking systea

Issues export licenses; maintains
statistical database on all exports
from Bl Salvador

Principal source of prcductioh credits
to agrarian reform cooperatives

Establishes norms and regqulations
governing foreign investment and
export

Ministry of

Agriculture:

A) Proteccion Agro-
pecuaria

B) OSPA

C) CENTA/ENA

Enforces phytosanitary norms and
procedures to conform to USDA
requirements for imported crops

Develops and maintains data base for
statistical analysis of the agrarian
reform sector cooperatives

Develops some didactic materials; some
dissemination capabilities and training
capacity

FUSADES:
A) DIVAGRO

B) FIDEX

Implements short courses and formal
training activities for private sector
producers and exporters; extends
services supporting export of NTAE
crops; ls source of research and
technology developments.

Channels long term credits and capital
investments into agro-industrial
projects

ISTA/PINATA

chﬁlatc and monitor reform Phase I
and Phase III cooperatives
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2. n e sh

Table IV identifies the main institutions with which CLUSA will work during the
implementation of the NTAE project. The specific relationship which the CLUSA
team develops with any given institution will reflect the anticipated level of
involvement of the institution with the target NTAR production and marksting
groups. The project's position will allow it to direct complementary resources
from other institutions to increase benefits for all project participants and
strengthen their position within the larger agricultural sector. The ksy
element in working with these institutions is seeking this complementarity.

3. Rroject Management
The project will be managed and/or supervised at three levels:

-- by CLUSA project team in Il Salvador;

- by CLUSA/Washington;

- by USAID/El Salvador, as funding agent and project
monitor.

a. USA =Count eam

The team will consist of a core team of three expatriates supported by
Salvadoran staff. Team efforts will be complemented by the staff of other
institutions, such as Technoserve, who will provide TA/T under specific work
orders. The Team will also take advantage of project-related activities of
other organizations, such as DIVAGRO.

As indicated in Project Organization Chart and the Project Organization
Functions Chart, the CLUSA team will be divided into two operational and three
SUppoOrt units:

-- NTAZ Unit, headed by the expatriate Chief of Party, who has

extensive in-country experience in NTAE production, and marketing
and investment promotion;

-- Cooperative Agribusiness Unit, headed by an expatriate agribusiness
specialist with cooperative experience;
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Project Organization Chart

Project Administration
CLUSA
Chief of Party

Training & Contract
Unit

Information & Deta
Base Manasgement
"Unit

Office Suppont
Unit

NTAE Unit Coop Agribusiness
Unit

See project organization functions
on the following page
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Project Organization Functions

( )
LProject Administration - Project Management
Office Support Unit + Offica Management

+ Project Accounting and Fiscal Control
+ Secretarial Services, sic.

Information & Data Management Unit - Tracking of Production Contracts
+ Tracking of NTAE Activities
Project Data Reporting

NTAE Unit ’ « Direct T/A to Producers, Processors and Ex-
porters
+ Contract Negotiation
Marketing Assistance
New Product Introduction
Post Harvest Management
Production Credit Assistance

Coop Agribusiness Unit + Farm Enterprise Action Plan Development
+ Evaluation of Enterprise and Adjustments to
Action Plan
Integration of NTAE Production Activities with
Other Farm Operations

Training/Contract Unit + Development of Training Modules
« CLUSA/Coop Work Agreement Sub-contracts
+ Training Work Orders and Sub-contracts
+ Training of Trainers (TOT)
Monitering of Sub-contractors
- Evaluation of Training
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-- Technical Assistance and Trainihq Unit, beaded by a expatriate
non-formal education specialist;

-- Information and Data Base Management Unit, headed by a computer
specialist;

- Office Support Unit.

The NTAE Unit and the Cooperative Agribusiness Units are directly responsible
for project operations. The other units provide services to both of the
operational units.

The units will interact and work as a team. While the NTAE Unit will
concentrate exclusively on NTAE activities, the other units will provide
support to it as well as undertake other activities which strengthen the entire
system. For example, the Agribusiness Unit will focus on cooperative business
development, but it will also be responsible for the development of the
producers' action plans.

The three expatriate Unit Chiefs will each have a Salvadoran deputy who will
asgist in supervising the activities of the Salvadoran staff assigned to that
unit and will be trained during the life of the project to assume
responsibility for running the unit.

The three technical units will have the following Salvadoran staff, in addition
to the Unit Deputy:

-- NTAE Unit - 8 Production Specialists
-= Agribusiness Unit -

Production Specialist
Agribusiness Specialists

1
2
-- Training Unit - 1l Contract Supervisor
1 Training Specialist
1 A/V Specialist
1 Materials Development Specialist

The Data Base Unit will be staffed with one Salvadoran Computer Specialist.

The Office Support Unit Chief will be a Salvadoran Administrative
Assistant/Office Manager. Other staff in the unit will include:

== Accountant

== Secretary

== Receptionist/Typist
-=- Messenger

-- Security Guard

== Cleaning Crew

The project will field short-term consultants and technicians as needed.
Recruitment will be done by CLUSA/Washington. The fcllowing is list of
short-term consultants which may be required:

== Tropical Disease Control Specialist

-- Post Barvest Control Specialist

== Apiary Specialist

== Plant Nutritionist

-- Specialty Crop Advisor (highland crops, i.e. berries)
-- Irrigation Specialist

-=- Equipment Specialist

== Procurement Specialist

-=- Specialized Market Advisor
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== Investment Advisor

-- Cooputer/Data Systems Specialist
-- Organization Specialist

-- Materials Development Specialist
-- Specialized Non Formal Education Advisor
-- Private Sector Training Specialist

-=- Rural Savings Advisor

~= WID Advisor

-- Cooperative Business Training Specialist
-- Cooperative-to-Coopserative Specialist

CLUSA will also solicit technical assistance, as appropriate, from IESC and
VOCA.

b. CLUSA /Washington Role
The CLUSA headquarters office is responsible for:

-- contacts in U.S. with potential produce brokers or joint
venture partners including U.S. cooperatives;

-- supervisory monitoring, including frequent communication
and two trips a year to El Salvador;

-- personnel recruitment: short and long-term;

-- major equipment and materials procurement;

-- participation in annual review and internal
audits and evaluations;

-- overall contract/grant negotiations; and

-- overall financial accounts and reports.

CLUSA/Washington will utilize its network of associate and member cocperatives
and organizations to develop an active cooperative-to-cooperative component of
the project. It will also contract, as needed, the services of short-term
speclalists who can promote the program with potential brokers/importers as
well as potential investors and joint venturse partners.

To enhance CLUSA/Washington's familiarity with the project and its
developments, the Project Monitor will makse semi-annual trips to the field.

CLUSA/Washington project monitoring begins with recruitment. CLUSA overseas
staff need not only technical knowledge, but also the experience, leadership
and vision to implement and institutionalize a project.

Once team positions have been filled and team members oriented, the most
important meonitoring from Washington takes place during frequent telephone
calls and faxes. The CLUSA/Washington role is to help the team identify areas
needing home office support. Prequent communication allows early identification
of problems and, consequently, early resclution. 1In instances when problems
can neither be easily identified nor resolved by the team in the field,
immediate CLUSA/Washington staff project visits attempt to bring these issues
to closure.

The NTAE Production and Marketing Project is fortunate because it will have the
experisnced and extremely capable Chief of Party of the pilot project.
CLUSA/Washington knows from past experience that he will seek guidance in
resolution of problems and keep us abreast of project successes and
difficulties; he knows he can count on unified support from CLUSA/Washingten.

CLUSA/Washington will recruit the new expatriate members of the team -- the
Agribusiness Specialist and the Non Formal Education Specialist.
CLUSA/Washington will send the resume of the most qualified candidate for each
position to CLUSA/Bl Salvador and to USAID/El Salvador RDO. With USAID/ES and



CLUSA/ES concurrence, CLUSA/Washington will arrange trips to El Salvador for
the candidates for final interviews and verifications of their
appropriateness as team members.

All major equipment purchases will be handled directly by CLUSA/Washington in
compliance with AID procurement policies. Bquipment specifications will be
developed in collaboration with the in-country team. One of the major criteria
for CLUSA procuresent is that equipment purchased in the United States can be
repaired in Bl Salvador.

.  USAID/Pl Salvador Role

Regardless of the mechanism for financing, USAID-funded projects require
reqular monitoring of project activities, as well as analysis of scheduled
firancial and quarterly reports, and any other special reports that may be
required. USAID/E]l Salvador will communicate regularly with the Chief of Party
and through him with other members of the CLUSA project staff. USAID/El
Salvador monitoring will also include fleld trips, visits to the office, formal
and informal reviews of the project, and analyses of financial and special
request reports.

USAID/ES will specify and control audits and evaluations of the project on
schedules which will be announced in a timely fashion to the Chief of Party.
USAID will also inform the Chief of Party about content and timing of any
reports requested in addition to the quarterly financial and progress reports.

4. Implementation Schedule

The LOP (life of project) is planned for five years, beginning July 1991 and
terminating June 1996. The project will be implemented in five major phases:

-=- Project Expansion Year One 1991/92
-=- Project Consclidation Year Two 1992/93
- Second Expansion Year Three 1993/94
-= Second Consolidation Year Four 1994/95
== Phase-Out Activities Year FPive 1995/96

This phasing provides adjustment to the agricultural year and permits
assessment at the conclusion of each phase to determine whether changes or
modifications need to be made in the design or implementation of the project.

The Implementation Schedule (see next page) is the proposed schedule for the
last quarter of the pilot project and the four quarters of Year One. Once the
new team members have joined the existing team and have had sufficient
orientation time, the CLUSA NTAE Project Team will prepare a Two-Year Work
Plan, similar to the one prepared for the pilot project in October 1989.

Rather than having the design team and current CLUSA team leader prepare the
Work Plan, CLUSA believes that it is important that the major team members
should prepare the Work Plan as part of a team-building/participation exercise.

This Work Plan will be presented to USAID/El Salvador for its review and
approval and will again be formally reviewed and revised, as appropriate,
during the first annual review of the project scheduled for the fourth quarter
of Year One.
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The Project will be fully staffed by the end of the third quarter of Year One,
on the following schedule:

1st Quarter: Begin with current staff:
1 expatriate, 2 secretaries, 8 professionals
(Technoserve staff assigned through the sub-contract to
the pilot project will be hired directly by the
expanded project)

Recruit:

Expat Agribusiness Specialist
Additional Administrative Support Staff
Computer Specialist

3 additional ag production professionals

2nd Quarter: Recruit:
Expat Non Formal Education Specialist

rd a £: Recruit:
Salvadoran Training Unit Staff

The Chief of Party/NTAE Unit Chief and the Training Unit Chief positions will
be maintained throughout the five-year period. The Agribusiness Specialist
position will be phased out at the conclusion of Year Four if the Cooperative
Agribusiness Unit's activities have been sufficiently institutionalized that
the Salvadorans can effectively carry out the work of the Unit.
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ST QUARTER PILOT PROJE

ACTIVITY

XPANSION -
Bxtend contracts
(Carry-over staff)
Recruit new BS staff
Identify new office
Rent new office
Furnish new ofice
Procure vehicles &

equipment
Recruit new Expats
18t Expat ES visit~
lst Expat approval
1st Expat in-country
Install Data Base Sys.
2nd Expat ES visitew
2nd Expat approval
2nd Expat in-country
Master Work Plan
USAID approval WkPln
First TA/T work orders

BASIC NTAE ACTIVITIES

Activities continue
Select new producers
Identify export/proc

New Work Plans

TA/T Agrmnts CLUSA/prod
Contracts exp/proc/prod
Implement work plans
Ligquidations/post harvest
Evaluate/replan

tAgribusiness Advisor

JMPLEMENTATIOR SCEEDULE

PIRS AR NEW PROJECT
PILOT AY PR - 91-JUN/92
PROJ. JUL-SEP QCT-DEC JAN-MAR
xx
xx xx
xx
xx
xx
XXXXXXXX
xx
xx
xx
xx
XXXX
xx
xx
xX
xx
xx
XX XX
xX
XX XXX
XXX XX
XXX XX
XXXXX
XXXX
$3333333333323321
1333333333333231
XX XX

**Non Formal Education Adviscr
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S. Project Mopitoring

Project monitoring will be at three levels of project management. Scheduled
and unscheduled reports will be major tools for project monitoring. The Work
Plan will incentify overall objectives and quarterly targets. The gquarterly
progress reports will indicate measure of success in meeting these objectives
and targets. The overall project will be mornitored by @ foreign national
personal services contractor financed under the AID managed budget element.

6. Procurement

Major equipment procurement (vehicles, etc.) will be dome by CLUSA/Washington
in order to have the maximum effect for Buy America preference. Minor
equipment and supplies procurement will be done by CLUSA/El Salvador in
accordance with applicable shelf item regulations. Import to El Salvador from
the U.S. can enter duty free under U.S. Embassy/USAID agreements for this
project. CLUSA will procure vehicles, motorcycles, spare parts, household
furnishings and security items, and office equipment as shown in item 9 of the
Detailed Budgets.

Procurement of services (including subcontract work orders) will be done by
CLUSA/E]l Salvador utilizing guidelines provided by AID and by CLUSA/Washington.

Procurement of technical services under the planned El1 Salvador agronomics
requirements contract will not exceed $250,000 in order to comply with

Buy-America guidance dated December 5, 1990.

Procurement of short-term technical consultant services will be done by
CLUSA/Washington in coordination with CLUSA/El Salvador.

B. MEASUREMENT AND EVALUATION OF PROJECT ACCOMPLISEMENTS

In addition to the project momitoring listed above, the following will be
utilized for the measurement and evaluation of accomplishments:

1. Annual Review of Project, followed by amended or new Action Plan.

2. In-House Evaluations. At the conclusion of Year Two and Year Four,
CLUSA will conduct expanded annual reviews which will be in-house
evaluations, utilizing contract consultants and/or Washington staff.

3., USAID Evaluations. Unless USAID/ES determines otherwise, two USAID
evaluations will be conducted -- one at the end of Year Three and one
at the end of Year Five. These evaluations will be financed from the
AID-managed budget element. USAID will conduct periodic audits of
the project financed under the A.I.D. managed budget element. Both
audits and evaluations will be directly contracted by A.I.D.
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SECTION FOUR: BUDGET

The derailed budget for $11,337,000 NTAE Marketing and Production Prcject
follzws this introductory page. The total A.I.D. contribution to the project
is $9 million. Counterpart contributions by producers/buyers/cocperatives
have been identified and included at $2,260,375. A revenue compcnent valued
at $77,000 has also been included.

Project funds will be advanced to CLUSA through a Treasury Letter of Credit.
In liquidating these advances to the accounting section of M/FM in A.I.D.
Washington, the USAID Project Manager will be requested by AID/W by two-way
memo to provide administrative approval of the liquidation., CLUSA will
furnish a courtesy copy of each liquidation request to the Project Manager in
USAID/El Salvador as it submits its documentation to M/FM. This copy will be
used by the Project Management as the basis upon which his admniistrative
approval of the liquidation would be made.

BEST AVAILABLE COPY
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BUDGET ELEMENTS

1. Salaries and Wages

2. Fringe Benefits

3. Consultant Fees

4. Travel and Transportation
5. Allowances

6. Other Direct Costs

7. Overhead

8. Subordinate Ajreements

9. Procurement of [juipment

10. General and Alminis-
trative Costs

11. USAID-Administered
Project Support ard
Management

Sub-Total A.I.D. $
Contribution

12. Personnel Fxpenses
13. Operating Expenses

14. Estimatel Fees for

Services
Sub-Total (1USA . $
Counterpart
PROJECT ‘TOTAIL $

YEAR ONE

$ 401,795

91,697
27, 360
147,367
213,981
61,425
362, 352
215,94
413,455

58, 202

71,000

2,063,578

114,259
166, 250

2,500

233,000

2,346,578

ILLUSTRATIVE FINANCLAL PLAN

BEST AVAILABLE COPY

YEAR TWO YEAR THREE YEAR FOUR YEAR FIVE
452,858 484, 561 518, 482 423,695
|
102,015 109, 157 116, 798 83,029
28, 728 30, 164 31,672 33,256
109, 293 151,110 157,032 138, 234
212,000 223,811 236, 291 125,824
63,410 66,583 69,912 73, 408
371,829 409, 108 434, 300 336,939
150, 000 125,000 125,000 100, 000
43,575 169, 234 10,998 11,549
42,990 50, 304 46,877 36, 593
145, 000 70,000 70,000 145,000
1,721,698 1,889,032 1,818,165 1,507,527
139,130 172, 540 216,771 256, 800
207, 390 254,972 337,187 395,085
5,000 10, 000 20,000 40,000 -
351, 520 437,512 573,958 691,885
2,073,218 2,326, 544 2,392,123 2,199,412

TOTAL
2,281, 391
N2,695
151,180
703,836
1,011,910
334,738
1,914,528
715,944
643,811

234, 966

500,090

9,000,000

899, 491
1,360,884

77,500

2,337,875

11,337,875
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BUDGET ELEMENTS

1. Production Technology
and Transfer

2. Market and Investment
Promot ion

3. Stremgthening Cnop.
Agrib. Management

4. Training & Information
Management

5. Administrative Support

6. AID Managed Activities
6.1 Project Manager
6.2 Aadit
6.3 UGvaluation

Sub—Total A.I.D.
Contr ibution

1. Production Technology
and Transfer

Sub—Total CLUSA
Oounterpart

PROTJECT ‘TOCAL

BY OOMPONENT
YEAR ONE YEAR TWO YFAR THREE YEAR FOUR YEAR FIVE TOTAL
I
$ 583,343 489,518 655,065 508, 889 563, 654 2,800,009
42,363 43,184 18,123 19,029 19, 970 142,679
409, 498 347,856 388,068 414,188 194, 377 1,751,987
510, 450 367,822 410,729 439,707 197,377 1,926,085
447,915 ‘328, 763 347,029 366, 334 386,739 1,876, 770
70,000 145, 000 70, 000 70,000 145,000 500), (W0
50,000 50,000 50,000 50,000 50,000 250, 00
20,000 20,000 20,000 20,000 20,000 100, ()
-_— 75,000 _— — 75,000 150, 000
$ 2,063,569 1,722,143 1,889,014 1,818,147 1,507,127 9,000,000
283,000 351, 520 437,512 573,958 691, 885 2,337,875
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NARRATIVE SUMMARY

Goal
To increase rural incomes through

product ion of alternative crops and
access to more lucrative markets.

Purpose
To increase the production ad
marketing of non-traditional

agricultural crops by cooperatives
and emall farmers.

Outputs
1. Production Technology Transfer.

2. Market and Investment Promotion.

3. Stronger Cocperative Agribusiness
Management .

INPUTS
A.T.D. FINANCED

Technical Assistance
Commodities

A.I.D. Project Management,
evaluation, audit

A.I.D. Contribution

QUSA Counterpart
Technical Assistance

TOTAL FUNDING

WPPPRJ:17

LOSICAL FRAMENORK
NTAE PRIMCTION AND MARKETING
PROJECT No. 519-0392

OBJECTIVELY VERIFIABLE INDICATOR

Gross wages paid.
Return on Investment.

1. 7,250 additional hectarage
of selected crops.

2. 21,800 wetric tons additional
praduction on existing hectarage

3. S0 cooperatives representing
163,000 people will be profitably
engaged in NTAE productiaon for
part of their income.

la. 12 NTAE products being
supported.

lb. Five crops with 300% increase
in production.

2a. 9 additional exporters and
processors participating.

2. 6 additional of{shore
investors participating.

3a. 50 new NTAE investment plans
approved.

3b. NTAE gross revenue of
participating groups increasal
by 200%.
LoP ($000)
7,850
6%

500

9,000

2.3

$11,337

MEANS OF VERIFICATION

Produwct. ion records.
Financial statements of the

cooperat ives.

Project technical assistance
records.

Production and shipping records.

Central Bank export data.

Project Reports and Records.
Cooperat ive Records.

Credit Files.

A.1.D. records

Project Records

ASSIMPTIONS

No increase in nontariff barriers to
NTAE.
Stable GOES economic policy.

GOES monetary and fiscal policy
remain favorable.

Adequate and timely rain.

Moderate insect infestation.

Markets for El Salvador's NTAE cont inue
to grow.

Land reform regulations are not mxlifiel.

Incremental A.I1.D. funis will be
available beyond FY 1990. \






Annex B
AGENCY FOR INTERNATIONAL DEVELOPMENT
UNITED STATES OF AMERICA A | O. MISSION
TO EL SALVADOR
€0 AMERICAN EMBASSY
SAN SALVACOR EL SALVADOR. C. A

INITIAL ENVIRONMENTAL EXAMINATION

Project Location : El Salvador

Project Title and Number : Non-Traditional Agricultural
Export Production and Marketing
Project Mo. 519-0392

Funding : $9,000,000 (ARDN)
Life of Project : S years
IEE Prepared by : Peter Gore

Enviromental Coordumator
USAID/E1l Salvador

Recammended Threshold Decision : Categorical Exclusion

Mission T™hreshold Decision : Concur with Recammerdation
Date Prepared : May 30, 1991

¢

P, - . I Ve

/ ‘John L. Lovaas
.L/Ac‘é_ng Mission Director
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Des:crintion: The USAID/EL 3alvador Mission intenis t sign 3 Cooperat.ve
-Agra=anent w#ith tile Cowerative League of the U.S,A. Under the
Non-Tralitixal Ajricultural Export Praluction and Marketing Projact.
(No.519-0392). The project has a planned life of five yeirs with planned
obligations not to exceed $9,000,000.

The project contributes to the goal of increasing the incomes of rural
families through the diversification of their income sources and the
introduction of higher value crops. The project purpose is to increase
the volume of export marketing of selected nontraditional agricultural
export crops praduced by cooperatives and small farmers., It is a five
year, $9 million project designed to bring additional cooperatives and
farmer groups into CLUSA's technical assistance activity. The project
plans to increase and improve crop production, expand marketing of
nontraditional agricultural export products, develop better links to
international markets, and to conduct a modest foreign investment
promotion in nontraditional agricultural export production amd market ing.

Determination: The Project's primary emphasis is on strenjthening the
manag=nent and financial estabilities of rural enterprises through the
orovision of technizal assistance and training. No funis are availabie
for the procurzaesnt of agricultural inputs such as pesticides.
Therefore, pursuant to A.I.D. environmental rejulations expressed in 22
CPR Part 216.2(c) (i), "Zducation, technicil assistince and tralning
orograns except to the extent such projrams inclule activities Jdirectly
affecting the enviromment (such as construction of facilities, stc.)",
this Project meets the Categorical Exclusion critaria of a class of
action not raquiring ani Environmantal Assassment..

The ission recognizes that CLUSA, in providing technical assistance to
cooperatives on production issues, may propose the usz2 of pest.cides. T
adlirsss such cases, the Cooperative Agreemant will contain lanjuage ko
have CLUSA and the recipient cocperative uxertake envirommental analysis
and institute appropriate safeguard measures for member farmers.

Recamnendation: That no further environmental st:xdy be undertaken for
this Project and that you sign the Initial Eavironmental Examination -
facesheet, imlicating your approval of a categorical exclusion for this
program.
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N

Agency for Internatonal Development
Washingroa, D.C. 20523

LAC-IEE-S51~64

ENVIRONMENTAL THRESHOLD DECISION

Froject Location ¢ El salvador
Proiect Title ¢ Non-Traditional Agricultural Export

Production and Marketing

Proiect Number

519=0392
Funding
Life of Project

ITE Prepared by

o

$9,000,000 (ARDN)

S Years

Peter Gore, Environmental
Coordinator, USAID/El Salvador

Reco-mended Threshold Decision : Categorical Exclusion
Bureau Threshold Decision ¢ Positive Determination
Cor=ents : Obligation of funds conditioned on

a condition precedent to
‘disbursement being included to
require an Environmental Assessment
(EA) be undertaken and approved by
the LAC Chief Environmental Officer
prior to commitment of funds for
any activity that would procure,
use, or promocte the use of
pesticides or herbicides, or that
would lead to any clearing of
forests. Prior to conducting this
Environmental Assessment, the -
migsion must first undertake a
scoping exercise. The resulting
scope of work for the EA must be
submitted to the LAC Chief
Environmental Officer for approval,

Copy to : Henry H. Bassford, Director
USAID/El Salvadeor
Copy to : DPeter Gore, USAID/El Salvador
© Copy to ¢ Wayne Williams, REA/CEN

ROCAP/Guatemala



VNVIRONMENTAL THRESEOLD
DECISICON (cont.)

Copy to
Copy 0
Copy to

Copy to

oo

LAC-IEE-91-64

Wayne Nilsestuen, LAC/DR/RD
Mark Silverman, LAC/DR/CEN |
Lorraine Simard, LAC/CEN
IEE File

Lkgég { gé;;i;g;jatc (/27/41

James S. Hester

Chief Environmental Officer

Bureau for lLatin America
and the Caritbean
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Anrex C

SC(2) = ASSISTANCE CHECXLIBT

isted belcow are statutory criteria

3;;-1cacle to the assistance resources
thermcelves, rather than to the eligibility of a
country to receive assistance. This section is
divided into three parts. Part A includes
criteria applicable to both Development
Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to
Develcpment Assistance resources. Part C
includes criteria applicable only to Economic
Support Funds.

CR2SS REFERENCE: IS COUNTRY CHECKLIST UP TO Yes. Per PAAD 519-0369
CATE?

Al CRITERIA APPLICABLE TO BOTH DEVELOPMENT

ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1, Hest Country Development Efforts The project will foster

601(a)): Information and private initiative,encourage
the development of

cooperatives, and izprove
technical efficiency in
agriculture through the
promotion ¢f non traditicnal
agricultural export production

FX4 Sec.
clusions on whether assistance will
enccurage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative and
ccrmoetition; (c) encourage development and
use of cooperatives, credit unions, and
savings and loan associations;
(&) discourage monopolistic practices; (e)
mcrove technical efficiency of industry,
griculture, and comperce; and (f)
rengthen free labor unions.

{711 ¢ VI S
)

2. U.8. Private Trade gnd Investment Tye project will promote
FAYN Sec. 601(b)): Information and product sourcing and modest
snclusions on hew assistance will U.S. investment in Salvadorean
encourage U.S. private trade and = . agricultural producticn.
nvestment abroad and encourage prlvate
.S. participation in foreign assistance
ocrams (including use of private trade
“arnels and the services of U.S. private
er

prise).

’

-(D 0O~

. l

-
AA\-

(DO'O
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3. Congressional Notification

a. General requirement (FY 1991

Appropriations Act Secs. 523 and 591;

FAA Sec. 634A): 1If money is to be
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 (unless the notification
requirement has been waived because of
substantial risk to human health or

welfare)?

b. Notice of nevw account
obligation (FY 1991 Appropriations Act
Sec. 514): If funds are being obligated
under an appropriation account to which
they were not appropriated, has the
President consulted with and provided a
written justification to the House and
Senate Appropriations Committees and has
such obligation been subject to regular
notification procedures?

c. Cash transfers and
nonproject sector assistance (FY 1991
Aprropriations Act Sec. 575(b)(3)): If
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressicnal notice
included a detailed description of hcw the
furds will be used, with a discussion of
U.S. interests to be served and a
<escription of any economic poolicy
reforns to be promoted?

4. Engineering and Financial Plans
(FAA Sec. 611(a)): 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?

5. Legislative Action (FAA Sec.
611(a)(2)): If legislative action is
required within recipient country with
respect to an obligation in excess of
$500,000, what is the basis for a
reasonable expectation that such action

will be completed in time to permit
orderly accomplishment of the purpcse of

the assistance?

BEST AVAILABLE COPY

CN was rade March 13, (<ot

and expired March 30.

N/A

N/A

The project includes
appropriately detailed
financial plans, with a
firm estimate of U.S.
assistance.

N/A



6. Water Resources (FAA Sec. 611(b);

FY 1991 Appropriations Act Sec. 301): 1If
croiect s for watser or watar- -relatad land
cscurce cconstruction, have benefits and

sts been ccmputad to the extent
acticable in accordance with the
rinciples, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U.S.C. 1962, et
seg.)? (See A.I.D. Handbook 3 for
guidelines.)

'1 Q0

'U'UOHU

7. Cash Tranafer and Sector
Assistance (FY 1991 Appropriations Act
Sec. 575(b)): Will cash transfer or
ncngproject sector assistance be maintained
in a separata account and not commingled
with other funds (unless such requirements
are waived by Congressional notice for

nenproject sector asslstance)?

8. Capital Assistance (FAA Sec.
6i1(e)): If project 1ls capital assistance
(e.a., construction), and total U.Ss.
assistance for it will exceed $1 million,
Mission Director certified and
cnal Assistant Administrator taken
consideration the country's
£ility to maintain and utilize the
ctT effectively?

MO RN SR RN T e

3 Mm W
O ¢t
i W 0O r-
11 t‘l

L G ]

9., Multiple cOuntry Objectives (FAA
. 60x1({a)): Inforrm at on and c¢enclusions
whethar prcijects will encourage effor<s
the ccuntry to: (a) incraase the flow
interrational trade; (b) foster private
i_;at've and competiticn; (¢) encourage
cpment and usa of cooperatives,

: unions, and savings and loan
lations; (d) discourage monopolistic
;ces, (e) improve technical

ency of industry, agriculture and
ca, and (f) strengthen free labor

0O g W
} B 1)
)
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10. U,8., Privata Trade (FAA Sec.
501(b)): Information and conclusions on
hcw project will encourage U.S. private
trade and investment abroad and enccocurage
privata U.S. participation in foreign
assistance programs (including use of
crivate trade channels and the servicas of
J.S. private enterprise).

BEST AVAILAELE COPY

N/a

N/A

The project will foster
private initiative, en:ourags:
the development of
cooperatives, and improve
technical efficiency ol
agriculture through the
promotion of non tradi:ional
agricultural export
production.

The project will promcce
product sourcing and z>dest
U.S. investment in
Salvadorean agricultural
production.



11. Local Currencles

a. Recipient Contributions-
(FAA Secs. 612(b), 636(h)): Describe
steps taken to assurs that, to the naxinurm
extant possible, the country is
czntributing local currencies to meet the
csst of contractual and other services,
and foreign currencies owned by the U.S.
are utilized in lieu of dollars.

b. U.8.-0wned Currency (FAA
sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, |r
so, what arrangements have been nade for

its release?

c. ©Separata Account (FY 1901
Appropriations Act Sec. 575). If
assistance 1ls furnished to a foreign
gcvernment under arrangements which result
in the generation of local currencies:

(1) Has A.I.D. (a)
guired that local currencies bs
rcsited in a separate account
tablished by the reciplent gcvernment,

) entared into an agreenment with that
vernment providing the amount of local
currencies to be gererated and the terms
and ccnditicns under which the currencies
so depcsited may be utilized, and (c)
established by agreement the
responsibilities of A.I.D. and that
gcvernment to monitor and acccunt fer

deposits into and disburserments from the
separate account?

re
ce
es

(k=
ac

(2) WwWill such local
currencies, or an equivalent amount of
.ocal currencies, be used only to carry

ut the purposes of the DA or ESF chapters
of the FAA (depending on which chapter is
the source of the assistance) or for the
administrative requirements of the United
tates Government?

(3) Has A.I.D. taken all

appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account ars used for the

agreed purposes?

No

N/A



(4) 1If assistance is
erminated to a country, will any
unencumbered balances of funds remaining

a separate account be disposed of for
rposes agreed to by the recipient
varnment and the United States
varnment? .

(14}

LI GRNR |
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12. Trade Restrictions

a. gurplus Commodities (FY 1991
Appropriations Act Sec. 521(a))¢: 1If
assistancs 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 came,
similar or competing commodity?

b. Textiles (Lautenberg
Amendment) (FY 1991 Appropriations Act
Sec, 521(c)): Will the assistance (except
fcr programs in Caribbean Basin Initiative

- -

ccuntries under U.S. Tariff Schedule
"Section 807," which allows reduced

criffs on articles assembled abroad fronm
.~-made components) be used directly to
cure feasibility studies,

feasibility studies, or project

files of potential investment {n, or to
ist the establishment of facilities
ifically designed for, the manufacture
export 2o the United States or to

:rd ccuntry nmarkets in direct

wpetition with U.S. exports, of

xt:.les, apparel, footwear, handbags,
f.at gocds (such as wallets or coin purses
wOrn on the person), work gloves or
leather wearing apparel?

1

-

J°U 0 O

<
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12. Tropical Forests (FY 1991
Aprropriations Act Sec. 533(c)(3)): wWill
funds be used for any program, project or
activity which would (a) result {n any
significant loss of tropical forests, or
(b) invelve industrial timber extraction
in primary tropical forest areas?

BEST AVAILABLE COPY
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14. ©ahel Accounting (FAA Sec. -

12:(d)): If a sahel project, has a
deteramination been made that the host
gcvernment has an adeguate system for XA
accounting for and controlling receipt and
expenditure of project funds (either
doilars or local currency generated

herefrom)?

15. PVO Assistance

a. Auditing and registration
c ) )
(FY 1991 Appropriations Act Sec. 537): 1If aﬁgsﬁaisai ;SE:SEeSd e
assistance is being made available to a record of respo:s: tz audit

PVO, has that organization provided upon
timel y request any docuzent, file, or
record necessary to the audit-ng
requirerents of A,I.D., and is the PVO

]
registered with A.I.D.?

b. PFunding sources (FY 1991 ven s .
Appropriations Act, Title II, under git:f\);:eitcﬁp:r?tw?
headirng "Privats and Voluntary e fganizacion.
Crganizations"): If assistance ig to be
‘ade 2 a United states PVO (other than a
ccperat;ve developm nt organization),

t:l an ual fundinq for interﬁat¢onal
ies from sourcas other than the

.ed States Government?

St OO

_JnO()
-t
rp

16. Project Agrserent Documentation Confirmation and documentatis-
s=e Authorization Sec. 139 (as will be furnished upon o
erpreted “Y conferencs E"Ott‘): Has iignature of the project.
nfirmation of the dats of signing of the

ect agreement, including the amount

c

lved, been cabled to State L/T and

reement's entry into fcrce Wlth respecs:
the United Statas, and has the full -

xt of the agrsement been pouched to

iose same offices? (See Handbook 3,

rrendix 6G for agresements covered by this

provzszon)

T V@m0

2t (¥ (0 w g%

J

17. Metric systsm (Omnibus Trade and
Competitiveness Act of 1988 Sec. 5164, as
interpreted by conference repert, amending v
Metric Conversion Act of 1975 Sec. 2, and es
as implemented through A.I.D. policy):
Does the assistanca activity usa the
metric system of measurenent in its
orccurements, grants, and other
musiness-related activities., except %o th



extent that such use {s impractical or is .
lixely %o cause gignificant inefticiencies )
" or loss of markets toO United states firms?

Are bulk purchases ysually to be zade in

retric, and are components, subassenmbllies,

and semi-fabricated pmaterials to be

specified in retric units when

economically available and technically

adequate? Will A.I.D. specifications use

rectric units of measure trom the earllest
programmatic stages, and from the earliest
documentation of the assistance procaessas

(for example, project papers) invelving
quantifiable nmeasurements (length, area,

volume, capacity, mass and weight),

through the implementatien stage?

18. Wozen in pevelopxzent (FY 1991
appropriations Act, Title II, under
heading "Women in Development"): Will
aesistance be designed 8© that the Yes.
percantage of women participants will be
SJemonstrably increased?

19. Regional and Multilateral
sssistance (FAA Sec. 209): Is assistance
-cra efficiently and effectively provided
=hrough regicnal or pultilateral
organizations? If 89, why is assistance No.
~oe so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cocperate in regional development

prcgramns.

50. Abortioms (FY 1991 = /A
ippropriations AcCT, Title II, under )
mneading "Population, DA," and Sec. 525):

a. Will assistancs be made
avallable to any organization or program
which, as determined by the President,
supports or participates in the managsment
cf a program of coercive abortion or
inveoluntary sterilization?

b. Will any funds be used to
locky for abortion?

21. Cooperatives (FAA Sec. 111) ¢ Th : . .
will assistance help develop cooperatives, cozpz;ziijzswtildijzlsgf>o
especially by technical assistance, to their income and u>r51y
assist rural and urban poor to help increase that income
ememselves toward a better life? through more efficient

agricultural production and

access to more lucrative
REST AVAILABLE COFY Rarkers:



22 U.8.-0wvned Foreign Currencies

o o

CLUSA will éover much ozfiocal
a. Use of currencieo‘ (FM Secs. costs through locally rzised

612(b), 636(h); FY 1991 Appropriations AcCt contribution. Zowever,

Secs. 507, 509): Desccilte steps taken to approximately 337 of tre gran:

assurae that, to the maximum extent budget will be used far acal
pcssible, foreign currencies owned by the  currency expenses related to
U.8. are utilized in lieu of dollars to provision of technical

meet the cost of contractual and other assistance.

gervices.

b. Release of ocurrencies (FAA
Sec., 612(d)): Dces ths U.S. own exceass
foreign currency of the country and, if - .
so, what arrangements have been made for No.
its release? '

23. Procurenent

a. §8mall business (FAA Sec,
6C2(a)): Are there arrangements to pernmit

U.S. small business to participate Yes.
eguitably in the furnishing of cemmedities
and services financed?

b. U.8. procurexent (FAA Sec.
2C47/a)): Will all procurement be from the .
U.S. except as otherwise determined by the Tes.
Fresident or determined under delegation
frem hir?

¢. Marine imsurancs (FAA Sec.
5C+(d)): If the cooperating country
discriminates against marine insurance N/A
Scmpanies authorized to do business in *=he
U.3., will commodities be Insured in the
United Statss against marine risk with
such a company?

d. .Non-U.S3. aqricultural

procurecent (FAA Sec. 604(e)) 1f
non=-J.S. procurement of agrlcultural

commodity or product thereof is to be

financed, is there provision against such Yes.
" procurement when the domestic price of
such commodity is less than parity?

(Exception where commodity financed could

not reascnakly be procured in U.s.)

e. Constructiocn or engineering

services (FAA Sec. 604(g)): Will

construction or engineering services be N/A
procured from firms of advancad develonlna

countries which are otherwvise eliigible

REST AVAILABLE COPY



under Code 941 and which have attained a
scrnpetitive capability in international
markets in one of these areas? (Excesption
for those countries which receive dirsct
econonic assistance under the FAA and
permit United States firms to compete for
cernstruction or engineering services
financed from assistance programs of these
countries.)

f. cCargo preferencs shipping
(FAA Sec. 603)): 1Is the shipping excluded
frcm cempliance with the requirement in
saction 901(b) of the Merchant Marine Act
cf 1936, as arended, that at least
50 percent of the gross tonnage of
ccmmodities (computed separately for dry
bulk carrlers, 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?

g. Technical assistarce
Fi: Sec. 621(a)): If technical
assistance i{s financed, will such
tance be furnished by private
prise on a contract basis to the
st extent practicable? Will the
4

2 o~
n
n

-

in

3

ties and resources of other Federal
es be utilized, when thay are
ularly suitable, not competitive
rivats enterprise, and made

=ble without undue interferencs with
st.c programs?
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h. U.8. air carriers
national Air Transportation Fair
+ive Practices Act, 1974): 1If air
rtwation of perscns or property is
d
s

T
-
.

.

n 1w
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Q.

on grant basis, will U.S.
be used to the aextent such
is available?

‘

:
by
~
A4
e

=T

se. .o

i. Terminaticn for ceavenience
of U.8. Government (FY 1951 Appropriations
Acz Sec. 504): If the U.S. Government is
a party to a contract for procurement,
dces the contract contain a provision
authorizing termination of such contract
for the convenience of the United States?

BEST AVAILABLE COPY
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j. Comsulting servicas
(FY 1991 Appropriations Act Sec. 524): If
assistanca is for consulting service
through procurement contract pursuant to 5 _
U.S.C. 3109, are contract expenditures a Yes.
matter of public record and available for
public inspection (unless otherwise
provided by law or Executive order)?

K. Metric conversion
(Cmnibus Trade and Competitiveness Act of
1988, as interpreted by confarence raepert,
arending Metric Conversion Act of 1975
Sec. 2, and as implemented through A.I.D.
pelicy): Does tha assistance progranm use
the metric system of measurement in its
procurements, grants, and other
tusiness-related activities, except to the
extent that such use is impractical or is Yes.
lixely to cause significant inefficiencies
or lcss of markets to United States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
cpecified in metric units when
sconomnically available and technically
adeguate? Will A.I.D. specificaticns use
metric units of measure from the earliesct
rrcgrammatic stages, and from the earliest
dccumentation of the assistance processas
(for example, project papers) invelving
quantifiable measurements (length, area,
velume, capacity, mass and waight),
through the implementation stage?

1. Competitive Selaecticen
rocedurses (FAA Sec, 601(e)): Will the
ssistance utilize competitive selecticn
rocedures for the awarding of contracts, -
yucept where applicable procurement rules
llow otherwise?

Yes.

r
a
[
&
e
a

24. CQonstructien

a. Capital projeet (FAA Sec.
601(d)): If capital (e.g., constructicn)
project, will U.S. engineering and N/A
professional services be used?

b. Construction somtract (FAA
Sac. 611(¢)): If contracts for
construction are to be financed, will they N/A
be let on a competitive basisz to maxinum
extant practicable?



c. large projects,.. .. .
Congressional approval (FAA Sec. 620(k)):
If for conetruction of productive
enterprise, will aggregate value of
assistance to be furnished by the U.S. not
exceed $100 million (except for productive
ernterprises in Egypt that were described
in the Congressional Fresentation), or
ices assistancse have the exprass approval
0f Congress?

25. U.8. Audit Rights (FAA Sec. °
jo1(d)): 1If fund Ils established solely by
U.S. contributions and administered by an Yes.
international organization, dces
Czmptroller Genaral have audit rights?

26, Ceommunist Assistance (FAA Sec.
€20(h). Do arrangements exist to insure
that United States foreign aid is not used
in a manner which, contrary to the best
interests of tha United States, promotes
or assists the forsign aid projects or
activities of the Communist-bloc
ccuntries?

Yes.

-27. Narcotics

a, Cash reimbursements (FAA
Sec. 483): Will arrangements preclude use
of financing to make reimbursements, in
the form of cash payments, to persons
whcse illicit drug crops are eradicated?

Yes.

b. Assistance to narcotics
traffickers (FAA Sec. 487): Will
arrangenents take "all reascnable steps"
to preclude use of financing to or through
- individuals or entities which we know or
rave resason to believe have either: (1)
reen convicted of a violation of any law
cr regulation of the United States or a Yes.
foreign country relating to narcotics (or-
other controlled substances); or (2) been
an illicit trafficker in, or otherwise
involved in the i{llicit trafficking of,
any such controlled substance?



28. Expropriation and Land Reform
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
owners for expropriated or nationalized
prcperty, axcept to cozpensate foreign
nationals {n accordance with a land reform
progran certified by the President?

29. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advics, or
any financial support for police, prisons,
or other law enforcemant forces, except
for narcetics programs?

30. CIA Activities (FAA Sec. 662):
Will assistance preclude use of financing
for CIA activities?

31. Motor Vehiscles (FAA Sec.
636(1)): Will assistance precluda use of
financing for purchase, sale, long-term
lease, exchangas or guaranty of the sale of
motor vehicles manufactured outside U.S.,
unliess a waiver is obtained?

32. Military Perscnzel (FY 1991
Aprropriations Act Sec. 503): Will
assistance preclude use of financing to
pay pensions, annuities, retirement pay,
or adjusted service compensatien for prior
or current military personnel?

33. Payment of U.N. Assgessments (FY
19¢1 Appropriations Act Sec. 50%): Wwill
assistance precluda usa of financing to
pay U.N. assaessments, arrearages or dues?

34. Multilateral Organization
Lending (FY 1991 Appropriatiocns Act Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
multilateral organizations for lending)?

35. ©Bxport of Nuclear Resources (FY
1991 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.



"36. Repressien of Population (FY
.9¢1 Appropriations Act Sec. 511): Will
’ss‘staﬂce preclude use of financing for

ne purpcse of aiding the efforts of the

3c vevwment of guch country to repress the

itimate rights of the population of
su:‘ country contrary to the Universal
Ceclaration of Human Rights?

37. Publicity or Propoganda (FY 1591
Appropriations Act Sec. 516): Will
assistance be used for publicity or
prcpaganda purposes designed to support or
defeat legislation pending before
Congress, to influence in any way the
cutceome of a political election in the
-.z.ed States, or for any publicity or
or aganda purpcses not authorized by
<2 g.ess

38. Marine Insurance (FY 1991
croreopriations Act Sec. 563): Will any
.D. contract and solicitation, and
:ont*ac* entered into under such

U.s. marine insurance companies have a
f ir opportunity to bid for marine
insurance when such insurance is necessary
sr apprepriate?

V\D-‘

w

9. Exchange for Prohidbited Act (FY
Appropriations Act Sec. 569): Will
ssistance be provided to any foreign
~~ent (including any instrumentality
¢y thereof), foreign person, or
States person in exchange for that
cn government or perscn undertaking
:ion wnich is, if carried out by the
States Government, a United States
ial or employee, expressly prohibited
provision of United States law?
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Yes.

Yes.

No.
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CRITERIA APPLICABLE TO DEVELOPMENT

“ita

ASSISTANCE ONLY

1. Agricultural Experts (Bumpers
azendzent) (FY 1991 Appropriations Act
Sec. 521(b), as interpreted by conference
report for original enactment): If
assistance is for agricultural develcpment
activities (specifically, any testing or
breeding feasibility study, variety
improvement or introduction, consultancy,
publication, conference, or training), are
such activities: (1) specifically and .
rincipally designed to increase No-
agricultural exports by the host country
to a country other than the United States,
where the export would lead to direct
cempetition in that third country with
exports of a similar commeodity grown or
produced in the United Statss, and can the
activities reasonably be sxpected to cause
substantial injury to U.S. exporters of a
similar agricultural commodity; or (2) in
support of research that is intended
primarily to benefit U.S. producers?

2. Tied Aid Credits (FY 1991
Acprepriations Act, Title II, under
heading "Eccnomic Suppeort Fund"): Wi{Il 22 No.

funds ke used for tied aid credits?

3. Appropriats Technelogy (FAA SeC. The project uses a proven

107): 1Is special emphasis placed on use technclogical model adapted to
of apzropriate technology (defined as the labor intensive ccnditicns of
relatively smaller, cost-saving, El Salvador.

labor-using technologies that ars
gerer2ily mest appropriate for the small
farms, small businesses, and small inccres
cf the poor)?

4. 1Indigencus Needs and Resources ;. ., ...... ... _ .
(FAA Sec. 281(b)): Describe eXTENT O ¢ 1oca] peoble. chimon e "¢
which the activity recognizes the cooperatives. the apisin theiT
particular needs, desires, and capacities increase diS];Osable incogeto
of the people of the country; utilizes the '
country's intellectual resources to
enccurage institutional development; and
supperts civic education and training in
skills required for effective
participation in governmental and
political processes essential to
self-govermment. '



9. Abortions (FAA Sec. 104(f ); rY
99- Appropriations Act, Title II, under
ading "Population, DA," and Sec. 535):

')'l-‘

a., Are any of the funds to be
used for the performance of aborticns as
method of family planning or to motivate
¢r coerce any person to practics
accrsions?

b. Are any of the funds to ke
used to pay for the performance of
involuntary sterilization as a method of
fanily planning or to coerce or provide
any financial incentive to any perscn to
undergo sterilizations?

¢. Are any of the funds to te
made availarle to any organizatioen or
program which, as determined by the

Pres:dent, suUpports or participates in the

manacement of a progran of coercive
apsrcion or involuntary sterilization?

d. Will funds be made availakile
only to voluntary family planning prosecsts
e

oy

n offer, either directly or througn
rral 0, or information about aczess
a broad range of family planning

cds and services?

IS B T
0O o0

N
o g

e. In awarding grants fer

natural family planning, will any
arrlicant ke discriminated against because
cfi such applicant's religious or
corsclientious comnitment to offer onlv
natural farily planning?

f. Are any of the funds tc be
used to pay for any biomedical research
whizsn relates, in whole or in part, to

metheds of, or the performanca of

abcrelons or inveoluntary ster:.‘z ioen as

a means of family planning?

g. Ars any of the funds tc be

made avalilable to any organization if the
President certifies that the use of these

funds by such organization would viclate
any of the above provisions related to
aktortions and involuntary sterilization?

BEST AVAILABLE COPY

No.

No.

No.

No.

No.



10. Contract Avards (FAA Sec.
601(e)): Will the project utilize
competitive selection procedures for the
awarding of contracts, except where -
applicable procurement rules allow
otherwise?

11. Disadvantaged Enterprises (FY
1991 Appropriations Act Sec. 567): What
portien of the funds will be available
only for activities of economically and
socially disadvantaged enterprises,
historically black colleges and .
universities, colleges and universities
having a student body in which more than
40 percent of the students are Hispanic
Americans, and private and voluntary
crganizations which ars controlled by
individuals who are black Americans,
Hisparic Americans, or Native Americans,
or who are economically or socially
disadvantaged (including women)?

12. Biological Diversity (FAA Sec.
119(g): Will the assistance: (a) suppor=:
training and education efforts which
improve the capacity of recipient
cocuntries to prevent loss ¢f biological
diversity; (b) be provided under a
iorng-tern agreement in which the recipient
csuntry agrees to protact ecosystems or
other wildlife habitats; (c¢) support
efforts to ldentify and survey ecosystems
in recipient countries worthy of
crotecticn; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such arsas? -

13, Tropical Forests (FAA Sec. 118;
FY 1991 Appropriations Act Sec. 533 (c)=-(e)

& (g)):

a. A.I.D. Regulation 16: Does
the assistance comply with the
envircnmental procedures set forth in
A.I.D. Regulation 167

b. Conservation: Does the
assistance place a high priority on
conservation and sustainable management of
tropical forests? Specifically, does the
assistance, to the fullest extent

None

Yes.

No.



feasible: (1) stress the importance of
conserving and sustainably managing fcrest
resources; (2) support activities which
offer amployment and income alternatives
to those who otherwise would cause
destruction and loss of forests, and help
countries identify and {pplement
alternatives to colenizing forestad areas;
(2) surpcort training programs, educational
efforts, and the establishrment or
strengthening of institutions to improve
fcrest management; (4) help end
destructive slash-and-burn agriculture by
gupperting stable and productive farming
practices; (5) help conserve forests
which have not yet been degraded by
helping to increase production on lands
aiready cleared or degraded; (6) conserve
forested watersheds and rehabilitate thcse
wiich have been deforested; (7) suppor:
training, research, and other actions
which lead to sustainable and more
envircnmentally sound practices for timber
harvesting, removal, and processing; (8)
supzert research to expand knowledge of
zropical forasts and identify altarnatives
which will prevent forest destruction,
10ss, or degradation; (9) conserve
biclegical diversity in forest areas by
suppersing efforts to identify, establish,
and maintain a representative network of
prctected tropical forast ecosystems on a
werldwide basis, by making the
establishrent of protectad areas a
czndition of support for activities
invelving forest clearance or degradaticr,
d by helping to identify tropical forest
systers and species in need of

tection and establish and maintain
ropriate protected areas; (10) seek to
rease the awareness of U.S. Government
encies and other donors of the immediate
and long-tera value of tropical forests;
(11) utilize the resources and abilities
of all relavant U.S. government agencies;
(12) ke based upon careful analysis of the
alternatives avallable to achieve the best
sustainakle use of the land; and (12)
take full account of the envirenmental
impacts of the proposed activities on
biological diversity?
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12.

13.

Yes

No



c. Porest degradatiocn: wWill
sssistanca be used for: (1) the
crocurement or use of logging equipment,
urless an environmental asssessment
indicates that all timber harvesting
ccerations involved will be conducted in
arn e.vlronmentally aound manner and that
the p*opcsed activity will producae

.tive economic benefits and sustainable
st ranagerent systems; (2) actions
% will significantly degrade naticnal
s or similar protected areas which
ain tropical forests, or introducs
ic plants or animals into such areas;
activities which would result in the
wwersion of forest lands to the rearing
ivestock; (4) the construction,
ading, or maintenance of roads
-udlnq temporary haul roads for

ing or other extractive industrias)

" pass through relatively undergraded
st lands; (5) the colonization of

st lands; or (6) the construction of
ms Or other water control structures
~h1~h flood relatively undergraded forest
sands, unless with respect to each such
ac:;vit; an environmental assessnant

r

No.
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irgproving the livelihood of the rural poor
and will be conductsed in an
environmentally sound manner which
suprsrts sustainakle development?

d. Bustainable forestry: 1If
assistance relates to tropical forests,
will groject assist countries in
elcping a systematic analysis of the N/A
crriate use of their total tropical '
st rescurces, with the goal of
lcping a national program for .
ainakle forestry?
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e. Environmental impact
statenents: Will funds be made available
in acscrdance with provisions of FAA
Secztlon 117(c) and applicable A.I.D. Yes.
recgulations requiring an environmental
incact statement for activities
significantly affecting the aenvironment?

BEST AVAILABLE COPY



14. Bnergy (FY 1991 Appropriations
Act Sec. 533(c¢)): 1f assistance relates
to enargy, will such assistance focus on:
(a) end-use energy efficiency, least-cost
energy planning, and renewable energy
resources, and (b) the key countries where
assistance would have the greatest impacs
on reducing erissions from greenhcuse
gases?

N/A

15, 8ub-8aharan Africa Assistance

(FY 1991 Appropriations Act Sec. 562,
adding a new FAA chapter 10 (FAA Sec.
496)): If assistance will come from the
Sub-Saharan Africa DA account, is it: (a) N/A
to be used to help the poor majority in
Sub-Saharan Africa through a process of
long-term development and economic growch
that is equitable, participatory,
environmentally sustainable, and
self-reliant; (b) to be used to promote
sustained economic growth, encourace
private sector development, promote
individual initiatives, and help to reduce
the role of central gcvernments in arsas
more appropriate for the private seczor;
(c) being provided in accordance with =he
pslicies contained in FAA section 102;

d) being provided in close consultaticn
with African, United sStates and other PVOs
that have demonstrated effectiveress in
the promotion of local grassroots
activities on behalf of long-tera:
development in Sub-Saharan Africa;

(e) being used to promote reforz of
sectoral economic policies, to support the
critical sector priorities of agricultural
production and natural resources, health,
voluntary family planning servicss,
educaticn, and income generating
orpertunities, to bring about apprcpriats
sectoral restructuring of the Sub-Saharan
African economies, to support reform in
puclic 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; (f) 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,

BESTAVAMABLECOPY



to maintain and restore the renewable
natural resource base in ways that
increase agricultural production, to
improve health conditions with special
erphasis on meeting the health needs of
methers and children, including the
establishment of self-sustaining primary
realth care systems that give priority to
preventive care, to provide increasad
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
inccme-generating opportunities for the
unemployed and underemployed in urban and
rural areas?

16. Debt-for-Nature Exchange (FAA
Sec. 463): If project will finance a
dett-for-nature exchange, describe how the
exchange will support protection of: (a)
the world's oceans and atmosphers, (b)
arnimal and plant species, and (c) parks
and reserves; or describe how the exchange . .
will promote: (d) natural resource N/a
management, (e) local conservation
cregrams, (f) conservation training
crograms, (g) public commitment to
ccnservation, (h) land and ecosysten
management, and (1) regenerative
aprroaches in farming, forestry, fishing,
and watershed management.

17. Deocbligation/Reobligation
(FY 1991 Approprlationg Act Sec. 518): 1I¢
decd/reob authority is sought to be
exercised in the provision of DA
assistance, are the funds being obligated .
{cr the same general purpose, and for .
ccuntries within the same region as X
originally obligated, and have the House
arnd Sernate Appropriations Committees been
croperly notified?

18. Loans

a. Repayment capacity (FAA Sec.
122(b)): 1Information and conclusion on
capacity of the country to repay the loan
at a reasonable rata of interest.

/A

N/A



b. Long-range plans (FAA Sec.
122(b)): Does the activity give
reasonable promisa of assisting long-range
rlans and programs designed to develop
ecsnemic resources and incrsase productive
capacities?

¢. Interest rate (FAA Sec.
122(b)): 1If development loan is rapayable
in dollars, is interest rats at least 2
percent per annum during a grace perioed
which is not to exceed ten years, and at
least 3 percent per annum theresafter?

d. BExports to United States
(FAA Sac. 620(d)): 1If assistance is for
any productive entarprise which will
comgete with U.S. enterprises, is there an
agreement by the reciplent 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 reqguirement to enter into such an
agreerent bsen waived by the President
cecause of a natiocnal security interest?

19. Development Objectives (FAA
Secs. 102(a), 111, 113, 281l(a)): Extent
to wnich activity will: (1) effectively
inveclva the poor in development, by
expanding access to economy at local
level, increasing labor-intensive
production and the use of appropriats
technology, spreading investment out from
citias to small towns and rural areas, and
insuring wide participation of the poor in
the banefits of development on a sustained
casis, using the appropriate U.S.
institutions; (2) help develop
cocperatives, especially by technical
assistance, to assist rural and urban poor
to help themselves toward better life, and
otherwise encourage democratic private and
lccal governmental institutions; (3)
support the self-help efforts of
developing countriaes; (4) promota the
participation of women in the national
aconomias of developing countries and the
improvement of women's status; and (5)
utilize and aencourage regional cooperation
by developing countries?

BEST AVAILABLE COPY

N/A N

N/A

N/A

The project will benefit
approximately 8,000 rural lamilie
whose annual cash earnings are
about $590. The technolcgical
production model and the decision
making framework both rely on
intensive participation by the
members of the cooperatives.
Approximately one family iz five
is headed by a woman; these
families will benefit te the
same or slightly greater extent,
due to the increased generaticn
of jobs.



20. Agriculture, Rural Development
and Nutrition, and Agricultural Research
(FAA Secs. 103 and 103A):

a. Rural poer and small
farmers: If assistance is being made
availakle for agriculture, rural
develcpment or nutrition, describe axtent
to which activity is sgpecifically designed
to increase preductivity and income of
rural poor; or if assistanca is being
made availabla for agricultural research,
has account been taken of the needs of
small farmers, and extensive use of field
testing to adapt basic research to local
conditions shall be mads.

b. Nutrition: Describe extent
to which assistance ls used in
coordination with efforts carried out
under FAA Section 104 (Population and
Health) to help improve nutrition of the
pecple of developing countries through
encouragenent of increased producticn of
crops with greater nutritional value;
{mprovenent of planning, research, and
education with respect to nutritien,
particularly with reference to improvement
and exranded use of indigenously produced
foodstuffs; and the undertaking of pilot
or demcnstration programs explicitly
addressing the problem of malnutrition of
pocr and vulnerable peocple.

c. TFood security:s Describe
extent to which activity increases
national food security by improving fooed
policies and management and by
strengthening national food reserves, with
particular concern for the needs of the
pcor, through measures enceuraging
demastic production, building naticnal
food reserves, expanding available sterage
facilities, reducing post harvest food
losses, and improving food distribution.

21. Population and Health (FAA Secs,
104(b) and (c)): 1If assistance ls being
made available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition and
family planning for the poorest people,
with particular attantion to the needs of

Diversification of crops means
increased income sources and
reduced depencency on a

single commoditv.' The pro‘ect
promctes diversification inte
crops which offer a high recurn .
on the investment of labor and
capital,

N/A

N/A

N/A



mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
ccemmercial distribution systems, and other
modes of community outreach.

22. EBEducation and Euzan Resourcaes
Development (FAA Sec. 105): If assistance
is being nmade available for education,
public administration, or human resource
developnent, describe (a) extent to which
activity strengthens nonformal education,
makes formal education more rslevant,
especially for rural families and urban
poor, and strengthens management
capability of institutions enabling the
pcor to participate in development; and
(b) extent to which assistance provides
advanced education and training of pecple
of devalcping countries in such
disciplines as ars required for planning
and implementation of public and private
development activities.

23. Energy, Private Veluntary
Organizations, and Belectsd Development
Activities (FAA Sec. 106): 1If assistance
is teing made available for enersy,
private voluntary organizaticns, and
selected development problems, describe
extent to which activiey is:

a. c¢oncsrned with data
collection and analysis, the training of
skilled personnel, research on and v
develorment of suitable energy sources,
and pilot projects to test new zethods of
energy prcduction; and facilitative of
research on and development and use of
small-scale, decentralized, ranewable
energy sources for rural areas,
emphasizing development of energy
resources which are environmentally
acceptable and require minimum capital
investzent;

b. concarned with technical
cooperation and development, especlally
with U.S. private and voluntary, or
regional and intarnational development,
organiczations;

BEST AVAILABLE COPY

N/A

The project includes an
acceptable managezent information
system, which shares information
and data with the cooperatives.

The project, through CLUSA, has
strong limbs to U.S.
cooperatives.



e¢. research into, and
evaluation of, economic developmant
crocssses and techniques;

d. reconstruction after natural
or manrade disaster and programs of

disastar preparedness; .

e. for special developzent
prorlems, and to enable proper utilization
cf infrastructure and related projects
funded with earlier U.S. assistance;

£. for urban development,
espaecially small, laber-intensive
anterprises, marketing systems for small
producars, and financial or other
institutions to help urban poor
parcicipate in eccnemic and seocial
developnent.

24, Bahel Development (FAA Secs.
i20- 2‘). It assistance is being made
available for the Sahelian region,
describe: (a) extent to which there is
international coordination in planning and
irmplerentation; participation and suppor:
2y African countries and organizations in

dezermining davelopment priorities; and a
seng-term, multidonor development plan
which calls for equitable burden=-sharing
with other donors; (b) whether a
detercination has keen mada that the host
governmenst has an adequats system for
acczunting for and controlling receipt and
experditure of projects funds (dollars or
loza. currency generated therefrom).

BEST AVAILABLE COPY
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N/A

N/A



CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

1. Economic and Political 8tability
(FAA Sec. 531(a)): Will this assistancs
promote economic and political stability?
To the maximum extent feasible, is this
assistanca consistent with the policy
directions, purposes, and programs of Part
I of the FAA?

2. Military Purposes (FAA Sec.
§31(e)): Will this assistanca be used for
filitary or paramilitary purposes?

3. Commodity Grants/Separate
Accounts (FAA Sec. 609): If commodities
ara to be granted so that sale proceeds
will accrue to the recipient country, have
Special Account (counterpart) arrangements
been made?

4., Generatica and Use of Local
Currenciaes (FAA Sec. 531(d)): Will ESF
funds made available for ccrmmodity import
prcgrams or other program assistance be
used to generate local currencies? If so,
will at least 50 percent of such local
currenciaes be available to support
activities consistent with the ebjectives
of FAA sactions 103 through 1067

S, Cash Transfer Requirements (FY
1951 Appropriations Act, Title II, under
heading "Economic Support Fund," and Sec.
575(b)). 1If assistance is {in the forn of
a cash transfer:

a. Separate account: Ars all
such cash payments to be maintained by the
ccuntry in a separate account and not to
be commingled with any other funds?



- p. Local currencies: Will all
local currencies that may be generatad
with funds provided as a cash transfer to
such a country alsc be deposited in a
special account, and has A.I.D. entered
into an agreement with that government
setting forth the amount of tha local
currencies to be generated, the terms and
conditions under which they ars to be
used, and the responsibilities of A.I.D.
and that govaernment to monitor and account
for.deposits and disbursements?

c. U.8. Government use of loeal
currencies: Will all such lecal
currencies alsoc be used in accordance with
FAA Section 609, which requires asuch local
currencies to be made available to the
U.S. government as the U.S. determines
necessary for the requirements of the U.S.
Government, and which requires the
remainder to be used for programs agresed
to by the U.S. Government to carry out the
purpcses for which new funds authorized by
the FAA would themsalves be available?

d. Congressional notice: Has
Congress recaived 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 ke promoted by the ¢ash transter
assistance?

DRAFTER:GC/LP:EHonnold:4/11/91:2169J



28. Expropriaticn and Land Reform
(FAA Sec. 620(g)): Will assistance
preclude use of financing to compensate
cwrners for expropriated or nationalized
procperty, aexcept to compensate foreign
nationals in accordance with a land reform
program certified by the President?

29. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice, er
any financial support for police, prisons,
cr other law enforcement forces, except
for narcetics programs?

30. CIA Activities (FAA Sec. 662):
Wwill assistance preclude use of financing
for CIA activitieg?

31. Motor Vehiocles (FAA Sec,
636(1)): Will assistance precluda use of
financing for purchase, sale, long-tern
lease, exchange or guaranty of the sale of
mctor vehicles manufactured outside U.S.,
uniess a waiver is obtained?

32. Military Personnel (FY 1991
appropriations Act Sec. 503): Will
assistance preclude use of financing to
pay pensions, annuitles, retirement pay,
or adjusted service compensatien for prior
or current military personnel?

33. Payment of U.N. Assessments (FY
19¢: Appropriations Act Sec. 50%5): Will
assistance precluda use of financing to
pay U.N. =assessments, arrearages or dues?

34. Multlilateral Organization
Lending (FY 1991 Appropriations Act Sec.
506): Will assistance preclude use of
financing to carry out provisions of FAA
section 209(d) (transfer of FAA funds to
multilateral organizations for lending)?

35. Export of Nuclear Resources (FY
1991 Appropriations Act Sec. 510): Will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technelogy?

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.

Yes.



36, Repression of Populatiom (FY
1901 Appropriations Act Sec. 511): Will
assistance preclude use of flnancing for
the purpcse 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
Ceclaration of Human Rights?

37. Publicity or Propoganda (FY 1991
Appropriations Act Sec. 516): Will
acsistance 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?

38. Marine Insurance (FY 1991
crrepriations Act Sec., 563): Will any
I.D. contract and solicitation, and
bcontract entered into under such
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tract, include a clause requiring that
. marine insurance companies have a

r opportunity to bid for marine

urance when such insurance is necessary
apgropriate?
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39. Exchange for Prohidbited Act (FY

1 Appropriations Act Sec. 569): Will
y assistance be provided to any foreign
vernment (including any instrumentality
agency thereof), foreign person, or
ted States person in exchange for that
eign government or person undertaking

actzlon wnich is, if carried out by the
ited States Governmaent, a United States
icial or ermployee, expressly prohibited
a provision of United States law?
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Yes.

No.

Yes.

No.
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Vational Cooperative Business Association

March 1, 199!

Mr. Ken Ellis

Rural Development Officer
RDO USAID/El Salvador

San Salvador, El1 Salvador

Dear Mr. Ellis:

On behalf of the Cooperative League of the USA (CLUSA), which does
business in the United States as the National Cooperative Business
Association, Inc. I am transmitting today the CLUSA proposal for an expansion
of the current pilot project —- NTA Production and Marketing —--—--- — two
volumes: the proposal itself and the annexes, which provide greater detail on
all facets of the proposed full-scale project.

The decision to prepare a proposal for a full-scale development project is
based on recommendations made in the USAID evaluation of the pilot project, as
well as on those discussions among USAID, the Ministry of Agriculture and
CLUSA.

We appreciate the assistance you and your staff have provided to the CLUSA
design team. They each have indicated the importance of your advice and
recommendations. We are pleased that the Minister of Agriculture supports the
expansion of the project and recognizes the excellent work Stanley Ruehn has
Yeen doing.

The pilot project produced encouraging results for production and
promotion of Salvadoran non-traditional exports. While we remain concerned
about the development of the cooperatives as solid business enterprises, we
look forward to implementing the expanded program and to facilitating
technology transfer, market promotion, and investment ventures.

Please communicate your comments, questions and concerns which may develop
during the USAID review of the proposal. We want to be certain that we
clarify any portions of the proposal for you. I can assure you of a prompt

response.
DTS

Russell C. Notar, CAE

Senior Vice President

International Development
and Finance

Sincerely,

' Representing America's Cooperative Business Community

National Cooperative Business Center
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