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AJID. Projeot No. 367-0118
Mojeot Grant Agresment

Dated: August 31, 1978
Between
His Majesty's Government of Nepal (hsreinafter referred to as
"HMG/N")
And
The United States of Americs, acting through the Agenocy for
International Development (hereinafter referred to as 'A.I.D.').

Artdole 1t The Asreepent
The purpose of this Agreement is to set out the understandings of

the Parties named above with respect to the undertaking by the Parties
of the Project and with respect to the financing of the Project by the
Parties.

Article 2r The Projesct

SECTION 2.1. Definition of Project. The Project will oomsist of
assisting HMG/N Ministry of Food, Agriculture and Irrigation to establish
a labor intensive system, ultimately based on private growers, for
eoffectively producing, testing, processing, storing and distributing seed
of the major food crops particularly for the small farmers.

SECTION 2.2. Apnex ). Amnex 1, attached, amplifies the above
definition of the Project. Within the limits of the adove definition of
the Project, elements of the amplified desoription stated in Annex 1 may
be changed by written agreement of the authorised representatives of the
Parties named in Section 8.2., without formal amendment of this Agreement.
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Axrticle 3s Ripsnsing

SECTION 3.1. The Grant. To assist BMG/N to meet the costs of
carrying out the Project, A.I.D., pursuant to the Foreign Assistance kst
ofl%l.umdodl,?]wtothIMrmumotw
Agresment not to exceed four million thirty ons thousand United States
(*U0.8.%) Dollars ($4,031,000) ("Grant®). The Grant may be used to
finance foreign exchange costs, as defined in Section 6,1., and lroal
currency costs, as defined in 8ection 6.2., of goods and servioces
required for the Projeot.

SECTION 3.2. BMG/N Rescurces for the Projsct

(a) HMG/W agrees to provide or csuss to be provided for the Project,
in addition to the Grant, the other resources required to oarry cut the
Project effectively and in a timely mamner.

(b) The total rescurces, including costs borme on an in-kind basis,
provided by HMG/N shall not be less than 25 perosnt of total project

ocosts.

SBCTION 3.3. Proiect hesistance Completdon Dete

(a) The "Project issistance Completion Dats® hereinafter referred
to a8 "PACD", which is Lugust 31, 1983, or such other date as the Parties
Day agree to in writing, is the date by which the Parties expect that all
servioces financed under the Grant will heve been performed and all goods
finsnoed under the Grant will have been firnisbed for the Project as

contemplated in this Agreement.

175 Stat. 424; 22 U.8.C. § 2151 note.
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(b) Except as h.I.D. may otherwise agree in writing, A.I.D, will
not issue or approve dooumentation which would suthorise release of the
Grant for services performed subsequent to the PACD or for goods furnished
for the project, as contemplated in this Agreement, subsequent to the
PACD.

(¢) Requests for release, accompained hy necessary supporting
documentation prescribed in Project Implementation Letters are to de
received by A.1.D. no later than nine (9) months following the PACD, or
such other period as A.I.D. agrees to in writing. After such period,
4.1.D., after consultation vith HMG/N, may at any time or times reduce
the amount of the Grent by all or any part thereof for which requests
for release, accompained by necessary supporting documentation presoribed
in Project Implementation Letters, were not reoeived before the expiration

of said period.

drticle 4t Gonditions Precedent to Bolease

SECTION 4.1. Relogss. Prior to the release under the Grant, or to
the issuance by A.1.D. of documentation pursuant to which releass will be
made for ocmmodities, oonstruction, or services HMG/N will, except as the
Parties may otherwise agree in writing, furnish to 4.I1.D, in form and
substance satisfactory to the Parties:

(a) Bvidenco that HMG/N has taken appropriato aotion to contract
with long term advisor(s);

(b) & statement from the Mimistry of Finance that this Lgreement
has been duly authorised and executed on bsbalf of HMG/N and that it
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constitutes a valid otligation of HMG/M)

(o) A statement of the name of the person haolding or aoting in the
office of BMG/N specified in Seoticn 8,2., and of any additional repre-
sentatives, together vith a specimen signature of eash person specified
in such statement;

(d) The tims schedule for the evaluation program referred to in
Section 5.1.; and

(o) The set of criteria by which location of the seed houses and
warshouses vill be determined.

SXCTION 4.2. Pelsases for Construolion of Seed Houses and Warehouses
Prior to releases under the Grant or to issuance by A.I.D. of documenta-
tlon pursuant to which releases will be made for the construction of
each seed house and warehouse HMG/N will, except as the Purties may
othorwvise agree in writing, furnish to A.I.D. in form and substance
satisfactory to the Parties the oosts estimate and plans for easch octe or

SECTION 4.3. Notification. When A.I.D. has dotermined that the
oconditions precedsnt epecified in Seotion 4.1. and 4.2. bave Desn met,
1t vill promptly notify HMG/N.

SECTION 4.4. Termioal Detes for Copditions Precedeqt. If all of
the oonditions specified in Section 4.1. have not been met within 90

days from the date of this Agreement, or such later dats as A.I.D. my
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agree to in writing, A.1.D., at ite option, may terminate this Agreement
bty written notice to HMG/N.

hrticle 5: Proplect Bvaluation
The Parties agree to establish an evaluation progrem as part of the
Projeot.

Article 61 Procurement Source

SECTION 6.1. Foreign Exohange Costs. Releases pureuant to
Beotion 7.1. will be used exclusively to finanoe the coste of goods and
servioces required for the Projeot having their source and origin in the
oountries inoluded in Code 941 of the A.I.D. Gsogrephic Cods Book as in
offect at the time orders are placed or oontracts entered into for such
goods or services ("Foreign Exchange Costs®), except as provided in tie
Projeoct Grant Standard Provisions Annex, Sectiom C.l (b) with respeot
to marine insurance.

SECTION 6.2. Iooal OQurrency Costs. Releases pursuant to Section
7+2. will be used exclusively to finance the costs of goods and services

required for the Projeot having their source and, exvept as A,I.D. may
otherwise agres¢ in writing, their origin in Kepal.

Article 7: Relesse

SBCTION 7.1. Release for Foreign Exchange Cosis. After satisfao-
tion of oonditions precedsnt, HMG/N may obtain relseses of funds under

the Orant for the Forsign Bxchange Costs of goods or servioes required
for the Project in accordance with the texmms of this Agreement, Yy
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roquesting A.I.D. to issue Letters of Commitment for specified smounts
directly to one or more ocontractors or suppliers, committing &.ID. to
pay such contrastors or suppliers for such goods or servioes.

8ECTI0N 7.2. Balesse for leoal Ourrepcy Costs

(a) After satisfaction of conditions precedent, HMO/N may obtain
relsases of funds under the Grent for Local Ourrency Oovsts required for
the Project in accordance with the terms of tkis Agreemsct, by sulmitting
to A.I.D., vith ngoessary supporting dooumentation as prescribed in
Project Implessntation Letters, requests to financs such costs.

(b) The loocel currency nseded for such releases may bs obtained
by aocquisition by A.I.D. wvith US Dollars by purchase.

The U.8. dollar equivalent of the local ocurrency mads available
hereunder will be, in the omse of subseotion (b) above, the amount of
U.8. dollars required by A.I.D. to obtain the local currency.

SECTIN 7.3. Qther Forme of Raleape. Releases of the Orant may
also be made through such other means as the Parties may agree to in

writing.

SECTION 7.4. Bate of Exchenge. Exoept as may bs more speoifioally
provided under Seotion 7,2., if funds provided under the Grent are
introduced into Nepel by s.I.D. or on behalf of A.I.D. by any publie or
private agency for purposes of carrying out obtligations of 4,1.D.
hereunder, BMG/K will make such arrengements as may be necessary so
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that such funds may be converted into currency of Nepal at the official
rate of exchange at the time the conversion is made.

Artiole 8: Miscellaneous
SECTION 8,1. Communloations. Any notice, request, doowment, or
other comminication sutmitted by either Party to the other under this
Agroement will be in writing or by telegram or ocable, and will be deemed
duly given or sent when delivered to such Party at the following
addresses?
To EMG/Nq
Mail and Cahle Address: Joint Secretary
Planmning and Coordination Division
Ministry of Pood, Agrioulture
and Irrigation
His Majesty's Govermment
Singha Durbar, Katimandu, Nepal
To A,I.D.t
Mail and Cable Address: Director
U.8. hgency for International
Development
o/o Anerican Embassy
Katimandu, Nepal
411 such communications will be in English, unless the Parties
otherwise agree in writing. Other addresses may be substituted for

the above upon the giving of notioce.

SECTION 8.2. Repressntatives. For purposes of implementing this
Agreement, HMG/N will be represented by the Secretary, Ministry of
Finanos and A.I.D. vill be represented by the Direotor, UBAID/Nepel,
each of vhom by written notice, may designate additional representatives.
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The names of the representatives of BMG/N, with specimen signatures, will
be provided to A,1.D., vhich may acoept as duly authorised any instrument

signed by such representatives in implementation of this Agreement, until
receipt of written notioce of revooation.of their authority.

SECTION 8.3. Standexd Provisions Anpax 2. A Projeot Grant Standard
1
pmuuunmz[]u-wmmrommofmw.

IN VITEESS WERBOF, HMO/N and the United States of America, each
soting through its duly suthorised representative, have caused this
Agreemant to be signed in their names and delivered as of the day and
yoar first above written.

On Bohalf of His Majesty's Government On Behalf of The United States
of Nepal othri

}:.,. 2 Lot WJQZW

Acting Secretary —

1 Ree footnote 1, p. 5309.
3 Devendra R. Panday.
* gamuel H. Butterfleld.
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ANEX 3

Seed Production and Input Storage

4,I,D. Project Mmber 367-0018

TABIE OF CONTENTS FOR AMPLIFIED PROVECT

DESCRIPTION
Page heom
I. Purpose and Geperel Desoripiion of ihe Project 1 5379
4. Purpose 1 5379
B. Genersl Description 1
C. Methodology 2 5380
II. Statement of Inpute and Gosts 6 534
A, Overall 6 5384
B. Log Frame Summary 20 5398
C. Financial Tables 22 5400
III. Swmary 26 5404
Iv. Bvaluations 27 5405
A. Timing 27 5405
B. Content 27 5405
C. Special Considerations 31 5409
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1.

Rurcoee snd Qepsrel Desoription of the Projeot
A. Purcose

The purpose of the project is to help the Ministry of Yood,
Agriculture and Irrigation (MPAI) establish a labor intensive system,
ultizately to be based on private growers, for producing, testing,
prooessing, storing and distributing seed of tho major food crops
and of storing and distrituting all inputs used in the production of
these crops, cheaply and effectively, to the small farmers.

This is to be acoomplished by helping the MFAI and the Agricul-
tural Inputs Corporation (LIC) establish a system for producing
2004 seed and distributing inputs that is oompatible with the
Bepalese culture and vhich can be conducted under the physical and
econonic oconditions that exist in the country.

B. Gepore] Descripticn

This project will start in late 1978 and will ocontimwe for 5
years., It will expand the seed industry in Nepal with private
farmers producing cereal seed, except breeders' seed and scme
foundation seed: with farm organisations and cooperatives (Sajhas)
selling most of the seed at the retail level; with the Agricultural
Inputs Corporation (AIC) encouraging production and processing and
distributing much of the seed produced until a distritution system
can be organised. It is charged with distributing fertilisers and
other inputs alsoc. It would have the duty of belancing supply and
demand in all parts of the country so that any variety of seed and
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an adequate supply of fertiliser would be available to all farmers
wanting it. The Botany Division of the Department of Agriculture
(particularly the seed analysis seotion) would supervise production,
enforoe standards, analyse the seed and generally oontrol all
qualitative aspescts of the seed industry. Two ocentral ocommittees will
be set up - one, the orcp release ocommittee, to bs chaired ty the
Deputy Direotor General Crops Research which would examine all
available data to determine which crop varieties were suitable for
release and seed production and the other to approve rules,
regulations, procedures, labeling and certification standards, etc.
ocommittees will be set up in each region to assist in training,
determine needs, set standards ete.

C. Mothodology

For this project to be sucoessful, staffing of participating
HMG/N agencies must be strengthened both by bringing in new
personnel and by training, It is estimated thet by 1985, 47 officers
and 93 JTs and JThs will need to be added to the present staff to
assist the seed producers and to supervise proouresment and
distritution of seed and other inputs.

TIAS 9508
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Additiona] Stalf Requirsments for Seed Prodquotion

—_—1260 2985
Officers JIe & JTks Qfloers I dJla

Seed Division 6 9 10 17
AIC 6 20 15 a

District & Reglon
Seed 8taff 18 » 2 45
Total E &8 g 9

In addition to the above, secretaries, drivors, clerk-typists,
peons, etc. will be nseded as part of the permenent staff. S8hort
term help wvill also be needed to perfora fisld inspecticns, storege
inspections and to collect seed samples to be sent to the nearest
analysis laboratory.

Pollowing is the breakout of responsibilities within HMG/M as
presently envisaged.

The Soed Division staff of the Department of Agriculture will
be responsible for field inspsctions, seed testing, issuing tags
(1abels), enforcements and regulation under the guidance and
supervision of the Central Seed Production Committee (CSPC).

Each of the seed testing laboratories will be suthorised to
issue tags or labels covering the emount of seed represented by the
sample tested. These labels will includs information such as
variety and kind of seed, gemetic purity, inert mstter, weed seed,

TIAS 9508
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gormination, moisture content and other information concerning the
sesd including the use of seed treatments, if any. These labsle, or
the same information, will be used to identify the contents of
containers in which seed produced under this project is sold. As
progress 1s made in reaching all seed producers with the testing
service, their seed will also be labeled so that purchasers will know
the quality and other characteristics of the seed offered for sale.

Ihe 4IC will arrange for contract production where and when
needed; will balance demand and supply in individual markets; do
long distance seed moving; make seed production tools, equipment
foundation seed, supplies and spare~parts availeble to producersj
assist vith, and, wvhere necessary, distribute seed; assist with
seed drying, processing, storing (both seasonal and long term) and
other seed handling and distributing activities,

ectdon will develop, test and release new varieties and techniques;
provide seed, instructions and other supplies needed for the kit
progran; produce foundation seed and other seed for distribution by
the 4LIC on research stations and foundation seed forms; control
variety releases and maintain constant surveillance of all crops,
checking for diseases and insect attacks and helping to control
them by blological, physical and chemical methods,
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The Extaneion Service and its seed produstion expsris will
popularise the nev varieties, demonstrate how to use them, issue
research/production kits and report on results of the kit progrem,
estimate seed requirements, monitor ssed dlstribution and report any
shortages or market gluts to AIC and report complaints to the CSPC
and Regional Seed Produotion Committees (RSPC). RExtension JTats
will also supervise the Seed Program in the hills, and provide
techrical guidance and support to farmers and to help them nm the
seed business on a profitable faoting.

The GSPC will oontinue to funotion in a ooordinating role and
will establish the policies and regulations under which the seed

industiry operates.

RSPCs will be established in each region to plan end implement
production programs, encourage and guide producers, and asaist in
setting standards, supervising inspections determining demand,
selecting sites and performing other duties as necessary to expand
the production and use of seed.

The 4DB will provide credit to the Sajhas, individuals and
private groups for among other things; seed production, purchase of
equirment, supplies, oonstruction and services; seed houses and
warchouses; purchase of seed and other inputs; and the distribution
of inputs. It will also help finance seed production and imput
distritution activities.
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purchase foundation seed from the AIC and increase it. At harvest,
the seed will be dried and cleaned, either at the farmer's or his
ocooperative's own seed house or at one of the AIC seed houses. These
seed houses may do custom work for membere and non members as needed.
The producers will be enocouraged and helped to sell their seed in
their own locality but the AIC will assist in moving excess supplies
to other areas or in meking up shortages. The seed producers will
also serve as model farmers to assist with the extension effort.

The Cooperative (Saihas) will be responsible for most end use

sales except for sesd 8sold by private producers themselves. They
will assist in the input storage program as well as in seed
production and distribution wherevor the membership is interested
and willing to invest ir thess activities. Where the Sajhas are
not in place, private dealers will be established,

Statement of Ioputs and Costs
&. Qverall

The rescurces to be made available under this project will be
used for six main purposss as follows:

(1) advisors and consultents

(2) participant training

(3) oonstruction

(4) ocommodities

(5) social science and physiological research
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(6) in~country training

(1) Advisors and Copsultants (104 person months)
It is expected that two long term advisors and up to 20 person

months of short term oonsultants should be supplied under this

project.
Advisors - long tems Person months [PM)
Seed Production and Managmment Specialist - 60
Seed Processing and Business Specialist - 24
hdvisors - short term - 20

The specialists will help train the Nepalese needed as inspec-
tors, managers, logistics experts, researchers, ocontractors,
operators, enginsers eto. and would help the management of the seed
seotor in formulating rules and policies, setting standards,
governing the industry end encoureging the private seotor to take
over the seed business eventually,

The consultants/advisors supplied under the project are
expeoted to cost about 1,105,000 of which $941,000 would be the
US share.

(=) Peace Corpe:

In addition to the above, the Peace Corps is being asked to
supply 6 PCVa for 2 years each to help train farmers to produce
good seed, This will involve all aspects of seed production from
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seleotion of foundation seed through to final treating, packaging,
and merchandising. They will cost about $80,000,

(2) Pparticivant Ireduing

While & large amount of in-ocountry training will be conducted
in Nepal, it will still be neocessary to send at least 37 peopls out
of the sountry for training., On their return, these people will be
used to train farm leaders and seed producers and to conduct the
seed program for the AIC and the Department of Agriculture.

Following is the proposed treining scheduls, It must be
adbered to very oclosely in order to insure that all trainees return
to Nepal before the end of the project and that they are used

effectively.
Starting year
Irsdoing 1972 1980 1981 1¢2 1983
MBA 2
M.Sc, 2 4 2
Long term non-acad 2
8hort term non-acad 4 4 4 4 4

The non-academic trainees will be trained in India and the BB
and will foous on seed tsohnology, sesd proceseing and equipment
operation and maintonance. The academio training will foous on
management, btusiness administration, warehousing, economics and
research as well as on various aspects of seed produstion and
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processing. The advanced degree candidates may receive their
treaining in India, the U.S. or scme other suitable ocuntry.

The exact field of training will be agreed upon vwhen the foreign
technicians arrive to help implement this project.

The participant training progrem is expected to cost about
$744,000 of vhich $679,000 vill be the US contribution.

(3) Constructdon

Bstimated costs of oonstruction are beased on average prioces
pald by BMG/N in Katimandu valley sugmented by a ocorrection factor
vhich depends on the remoteness of the area from the source of
supply.

The factors for remotensss used in tudgeting for this project:
Terai -~ 100%
Middle hills - 175%
Remote areas - 2008

All btuildings should have moisture barriers installed in the
floor and foundations, should be rodent and bird proof, smenable to
fumigation and insecticide application, be properly ventilated and
should be insuleted and delumidified.

TIAS 9508
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(a) Criteria for Locatdng Sites for Seed iouses and Varehouses
The criteria to bs considered in deciding where the seed houses
and warehouses are to be constructed will include btut not bs limited

to the following:

(1)
(11)
(114)
(3v)
(v)

(vi)
(vi1)
(viii)
(1x)

(v)

Anount of agricultural land.

Commnication channels.

Necds of the farmers.

Variability and uniqueness of envircoment.
Willingness of farmers to cooperate with the progrem.
(donation of labor, land, otc. as well as to willingness
to produce seed).

Desire for seed and fertiliger.

Distance from large plants.

Availability of labor for porterage.

Acceptability of seed from "outside source."

Copatruction of Village or Mini Seed Houses (25)

These will be very smnll seed houses in the hills and remote inner

terai having hand operated equipment although, if electricity is

available, motors could be used for power.
small valleys having access to other cultivated areas in the remots
regions so that a few farmers could be supplied with foundation seed
by tho AIC which they in turm would plant to produce seed for their
neighbors,

This would then be cleaned and treated in the village

They will be located in

(or Panchayat, S8ajha, or Ward) seed house as a member of a ocoperative
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or on a custcn basis before being sald ar bartered to other formers.

Locations for same of these struotures hove been selected o o
tentative basie but the final locaticn for most will be selected as

described above, Sites suggested to date are in the following districte:

Eastern Region - Xhotang, lanm, Dhankuta

Central Region -~ Sindhuli, Kathmandu

Western Region - Boglung, Polpa

Far Western Region ~ Baitadi, Jumla, Rukun, Dang-Deckhuri

In same areas, local farmers or arganisations are likely to supply
buildings needed for the snnll seed plants so that more than 25 seed
houses ooy be set up,

Tentative specifications are as fallows:
Processing Stornge -2M
Post Processing Storage - 2 MT
Drying-processing Area - 24! x 25!
Total aise of building: 12' (to eaves) x 40' x 25 =
1,000 sq. ft.

The storage area will be enclosed so that it can be temperature
and bhumidity contralled for seed pressrvation so that the work area
can be ventilaoted and cleaned during the seed drying, proocessing and
treating operations.

(o) Drvers gnd/or Detumidified Areas (two each)

Two smoll drying units will be constructed, cne each at Hhairawa
and Ravpur or as needed to be used in coppmction with the foundation
soed plants at these locations. These structures will be about
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14' (to eaves) x 25' x 30' = 750 aq. ft. and will be equipped for
both bag & tdn drying using the IRRI designed trash fired burners or
solar heaters.

The delnmidified areas will be installed in existing structures
in Bhairawa and Rampur.

(a) Marebouse Construciion

Tvo different sises of warehouses are visualised under this
project. HNone of them are to be located in the terail proper
although cne or two might be placed in the immer terai. They are
to be looated 8o as to promote seed, fertiliser and other input
preservation and distribution. They'vill be designed to have
separate areas for storage of seeds, pesticides and fertilisers and
will have provision for offices, and living acocemodations for a
limited staff. A1l should be rodent and bird proof, moisture proof
and capahle of being ventilated and fumigated. Two will have &
1imi ted amount of storage space dehumidified for long term seed
storage.

Bach of the larger units should be looated on main trade
arteries feeding the middle hills and the mountainous area. The
emal) units would be looatsd at the entrances of mountain valleys
so that they oculd feed the seed and other inputs of farmers into
three or four vaelleys from one location.
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lerger Varehouses:

These warshouses should be located farther out (up) in the

(Up to four)

distribution system than the existing large units so as to feed inputs

into the agricultural production system in the hill areas of Nepal.
They would be located in major branches of the watersheds and would

bs served by the alreedy existing warehouses and would servioce the

small warehouses desaribed below.

The suggested specifications for these warshouse complexss are

as follows:

Junber of wvarshouse ocomplexss
¥amber of bldg. per ocomplex

8ise of each building

Capacttys

Fo. 1 Seed

No, 2 Pertiliser
No. 3 Pertiliser
Pesticides
Inplements
Iaboratory/store
Office - 2 desks
Quarters
Rwmigation

Soall Worehousess (Twenty five)

-4
-3

~14' M
40! x

250 M, T,
600 M,T.

(to saves) x
or 14' x 20" x 124!
(2480 sq. ft. in each building)

2480 8q.
2480 8q.
580 8q.
300 oq.
300 oq.
150 sq.
150 oq.
900 8q.
100 »q.

These warshouses would bs very simple structures located so as

to service farm groups.
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The specifications for this warehouse type follows:

No. of storage complexss - 25
No. of bldgs. = 1 per ocmplex
8ise of Bldg. = 14' high (to eaves) x 40' x 75!
or 14' x 20! x 150'
(3,000 sq. ft.)
Cepacitys
Soed -~ 50 M.T. ~ 500 sq. ft.
Fertiliser - 50 M.T, - 700 8q. ft.
Pesticides - 4 MT. ~ 150 sq. ft.
Implements - 2 - 200 pq. ft.
Laboratory Storege - 1 - 100 aq. ft.
Office - 3 « 150 8q. ft.
Quartere - - 600 sq. ft.
Extension Room - 1 - 350 sq. ft.
Amigation Room - 1 = 100 aq. ft.
Halls & Walls - 1 = 150 8q. ft.

(o) Genstic Seed Stooks Storages

In order to maintain a wide genstic divereity in cereal and
vegetatile varieties, provision must be made for preserving existing
genetic stocks. Cold storage facilities can bde used to increase
the mumber of years that seed will remain viable and to decreass
oost of a successful germ plasm bank,

This unit would be located at Kmumaltar farm and would be

operated as part of the Botany Division's progrem; specifications
for this unit are as followst

No. of structures -1
Insulation - fully insulated
Sise of Hldg. - 14 (to eaves)x 22' x 15' (330 sq. ft.)
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(f) Seod laborstories 1 central and 3 regional

A sucoessful seed progrem must be based cn an effective, fast
moving inspeotion system. It is essential that seed testing
facilities be set up on a central and a regional basis. A small
ocentral laboratory has been set up at Klumaltar Farm which will be
enlarged and some equipment will be added to existing equipment and
wvorn-out units will be replaced in order to be better able to
monitor the seed industry, to test results of the other laboratories,
check imports and exports of seed and help other laboratories in
caso of emergencies.

It is proposed to set up a laboratory in conjunction with other
ascientific or administretive facilities in each of the thres
remaining regions to test seod produced in the regicn and to help
farmers produce the quality of seed other farmers and farm organi-
saticns are willing to tuy. The specifications for theess seed
laboratories are as followst

Begional Jaboratories
Ro. of laboratories -3
8ize of each laboratory - 35! x 50' = 1750 8q. ft.

Rooms to be set up for 3 offices

Sise & Moisture testing lab
Germination laboratory
Semple preparation

Purity analysis lad

Storerom
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Contral laboratory
Sise of addition

30'850‘=15wlq.1't.

Recelving

Storege

Seed sample storage
Walk-in germinator
Laboratory

Rooms to be set up for

() Belease of Funds for Constryction
Relenses of funds for construction under this agreement will be
as agreed in the Implementation Letters.

The total comstruction program is expected to cost about
42,252,000 of which $1,418,000 would be furnished by the U,S.

(4) Lamodities

Camodities will be used to pramote seed production, improve
seed quality and inorease the use of agricultural inputs by setting
up new facilities and improving exdsting installations,

In general, six types of camodities are needed: seed produstion
equipment and supplies; seed and fertiliser handling equipment and
supplies for protecting and monitoring inputs while in storage, a
lird ted amount of seed analysis equipment; vehicles for AIC and the
Botany Division, comstruction suppliee such as plastic sheeting, rein-
foroing eteel, roofing, cement, ventilatore and fan's etc.; and expend-
able items, such as seed treating chemicals, rodenticides, insecticides,
fumigants, plastic and jute bags, ties,fuel, etc. The liste of
requirenments chould be prepared by the contractor with the help of
HMG/N and 4.1.D. and proourement will be handled by the cantractor.
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The pick up trucks and 4 wheel vehicles must be procured in the
U8 tut other oommodities may be proocured in the UB or a Code 941
oountry. UB funds camnot be used for purchase of pesticides.

The total oost of the commodities is expected to be about
$1,098,000 of which $793,000 would be the US share.

(5) Social Sclanoe and Fhysiclogicsl Research
There are several questions that have not yst been answered

regarding how this project can pe managed,how it oan best serve the
farmers and how it will operate. To solve these questions, money
should be sot aside for research in the social sciences in order to
learn more about how villages and individuals make decisions; how
villagers organise themselves for tasks such as seed producing,
managemont of warehouses, managament and sales of surpluses, and
other problems that are bound to arise as they develop their
oapadility and their production increases. Information is needed on
what types of oco-operatives can be organised for economic production
purposes and vhat basis should be used for orgenising them,

Another area for research should lsed to the development of an
eooncmical transportation system for seed. O(an seed be moved as
and vhen needed securely and safely?

Among other questions that need answering are the following:
a, What does it take to increase the oonfidenoce of farmere
in organisations such as the AIC and their products?
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b. How can the exiension service be most effective in promoting

the seed industry?

c. Can the ADB and the Agricultural Credit System be used to

support the construstion of warehouses and seedhouses?

d., What eriteria should be used for seleoting seed producers

in the isolated areas?

o. What kind of training programs will be most effective in
toaching farmers to produce quality seed?

f. How much of a price premium would farmers pay for good

seed?

g+ How largo a premium is needed in order to encourage good

farmers to produce seed?

h. Are there any cultural or traditional constraints to
farmers accepting new varieties or new crops? If so, how can they

be circumvented?

i. Bow can seed quality be maintained in storage and in
transit?

j. How can seed packaging be improved for movement in Nepal?

The cost of the Social Science and physiological research w1l
be §110,000 of which the U.S. share will be about 100,000,
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(6) In-oountxy Training

BMG/N recognises that it noods many trained gasetted offioers
to bandle a seed program such as this, It recognises that some out
of country training is required tut it also recognises that much of
the training, if properly conducted and if participants are properly
used, can be done just as effoctively in Nepal as it can be done in
India, the Pihilippines or the U.S.

Therefore, & number of training programs will be conducted in
Nepal in cooperation with the Science Faculty and the Institute of
Agrioultural and Animal Solence and the principal research

stations.

Topios such as the following should be taught:
a. Management of seed procossing plants

b. Management of warehouses and logistics of agrioultural inputs.
¢, Seed analysis

d. Maintaining seed and fertiliser quality

e, Commodity menagement and inventory oontrol
f. Sales techniques

8. Agricultural extension teclmiques

h., Helping farmer seed producers

1. Estimation of seed requirements

J. Feld and soed house inspection, eto,
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Care should be taken in selecting training materials to mako
these in-oountry training programs as effective as poasible.

The estimated cost will be §120,000 of which §100,000 will be

ths U.S. contritutien,

B. Log Frape Symery
The summary of US and BMG/N, project inputs is quoted fronm the
Project Paper log Freme as follows:

NARRATIVE SUMMARY

Inputss Implementation Target (Type and Quantity)
1. U,S.G. h. hdvisors -
k. pdvisory hsslstsnce - Long Seed Production & Management €0 PM
Temn 8eed Processing, Business

Ad,, Storege and logistics 24 PM
1 ~ Seed production specialist
2 - Seed proocessing specialist  Short Term

Short Term Consultants 20 M
Seed Production B. Partdcipent Traiping Startes
Seed Processing
Seed Storage _FX_
8S8eed Protoction o 80 81 82 83
B. Partjcipent Training MEL 2 - - - -
M.Se. 2 4 2 - -
Advanced degree Long term
Non-academic long term H/A 2 3 3 - -
Non-academic short temm Short term
NA 4 4 4 4k
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NARRATIVE SUMMARY

C.. Commodities C. Commogities
S8eed processing equipment AO seed cleansrs & treaters
Alr conditioning or dehumidi- 3 air oonditioner - delamidifier
fication equipment struc- sets for seed houses and genetic
tural components of seed seed storage
houses and storage tuildings 2 driers for seed houses
vhich are not avallable in 2 dehumidified & air conditioncd
country. rooms for warehouses
Equipment for Storege Hldgs.
D. Construction Laboratory equipment for seed
analysis
Beed houses
Storage tuildings D. Copstryction
Iaboratories
4 large storage complexss
E. Peace Corps 25 sxall storage building
25 mini (two rooms) seed houses
Volunteers 3 Seed laboratories ~ Regional

1 Seed laboratory-Central
1 Genetic Seed storage

B. R.C, Yolupteers - 6 for 2 yrs.
Bach

2. BMo/N
($ 000 equivalent)
Incremental Staff

Counterpart personnel &
Bquipment/materials
supervision/maintenance 38
Construction superviaion/maintenance N6
Construction materials and
contingency 451
Equipment and materials 267
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NARRATIVE SUMMARY

($ 000 equivalent)

Contractor support 100
Participant trainees' costs é5
land 67
Training in-country & research 30

Total estimated 1—,;9?

C. Fipancial Tatles

This section provides three rolevant financial tables drawn
from the Project Paper. They cover: one, project costing by outputs and
and inputsj two, & swmary of ocost estimates and a financial plen
by project activity line items; and three, a projection of expendi-
tures by fiscal year. The respective tables followe:
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TABIE WO, 1
COSTING OF PROJECT OUTPUIS/INPUTS
(In $000 or equivalent)
Project Outputs
Project Inpute T0TAL
#1 #2 #3 #4

A.1.D. Appropriated
Contract Services 140 530 260 1 941
Training Participant 1us 228 160 173 6m
Commodities - 428 230 135 793
Construction - 273 108 37 1418
Social Science Research 40 20 20 20 100
In-country Training 20 30 30 20 100
Other U.8.
Poace Corps 20 20 20 20 80
Host Country 400 840 108 1398

Other Donors

Outputs Key:

#1. Trained farmer groups capable of and organised to produce and

distritute seed.

#2. Seed proocessing system funotioning in terai and hills,

#3. Inoput distribtution system established.

#4. Seed testing system in operation.
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TABIE NO, 2
SWMARY COST BSTIMATE AND FINANCIAL PLAN
(us $000)
A.LD. Host Country| Other(s)
Source )/ Total
X Ic 2 ¢ Ic x Ic
Use
1. Comtract Services 941 164 1105
2. Commodities 3 30 275 1098
3. Participant Treining 1p°) 65 744
4+ Boolal Research 2/ 100 10 10
5. Seed Assistants (PCV) 80 80
6. Construction 118 40 4 2252
7. In=oountry Training 100 20 120
Inflation Factor 3/
Contingency 1/
4031 0 | 1328 80 5509

1/ Contingency included in line - item estimates.

2/ Local organizations to be usod if possible to oconduoct research.

2/ Included in linc items at rate of 10% per year.
[Footnotes in the originsal.]
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TARIB O, 3
FROJECTION OF EXFPENDITURE BY FISGAL YRAR
(18 $000)

Fiscal Year A.I1.D. Host Country Other(s) Total
198 25 - - 25
199 963 346 20 1,329
1980 1,689 353 20 2,062
1981 1,006 353 20 1,39
1982 348 U6 20 T4
Total 4,071 1,398 80 5,509
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Smary

The Project Paper Log Frame provides a concise suxmary statement of
expeoted outputs and their magnitude and is quoted here as followse

Project Title & Mmber: Seed Productiop & Inout Storege. 367-0118

NLRRLTIVE SUMMARY

OBJECTIVELY VERIFIAELE INDICATCRS

Outputsi

1e

2.

3.

be
5.

6.

7.
8.

9.
10,

11.

12,

Trained farmer groups capable of
producing seed,

Seed processing plants set up in
Tersi and Hills,

Seed cleaning and treating
machines noved to remote hills.

Model seed oontraots developed,

Trained production and processing
staff [

Storage tuildings - sawe humddity
controlled,

Distribution systen and staff,

Seed laboratories established to
apslst seed producers and ware-
house operators manage their opere-
tions and to control quality.

Seed packaging system developod.

Seed Research oonducted to improve
keeping quality.

Workable and fair system developod
for paying seed premiums.

Seed preservation unit for genetic
stock preservation,

TIAS 9508

Magnitude of Outputa:

dae

B,

Ce
D.

B,

r.
G.

n.

I.

Seed production and distribution
systen established including:

1. 1 large seed house (4 ton/hr,)
(UKDP)

2. 5 medium gised seed houses
(2 to 3 tans per hour). (Ga)

3. Upto 40 seed cleaners in xini
sised installatians (.25 ton per
hour) mostly hand operated.

Storege -~

Seed Fertiliser
1¢ 4 medium
warehouses 1,000 3,400
20 25 soall
wvarehouses 1,250 2,500
Total 2,250 5,900

Infrastructure and staff in place.
Seed production increasing 15%
per year during life of projeot.

One central and four Regional seed
testing laboratories in operatiom.

Contract format developed.
Improved packaging and storage
system developed.

Seed supplied through local Sajha
ar other ocutlets.

Cold storege vault in operation.
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Iv. Bvaluations

A, Timing:

Bvaluations will be held armmually, usually in Petruary, as mutually
agreed by the conmtrmotor, HMG/N and A,I.D.

B. Contegts

1. Comstryctions The construction program will be reviewed
and progress ageinst the entire acope of the project will be measured.
Proposed sitea will be discussed, quality of comstruction, appropri-~
ateness of moisture proofing and bird and rodent proofing and
security will be checked.

2. Commodities: Commodity lists and proourement practices will
be reviewed for appropriateness and to insure that U,8. procurement
regnlations are being obeerved, that labor intensive equipment is
being secured wherevor possible and that proocurement is being done
on 8 timely and efficient basis.

3. Participant Traipings The two MBA candidates and two of the
M.8c. candidates should be sent out of the country for training
&uring 1979, All other M.Sc. candidates and all of the long term
pon-degree participants should be sent for training during 199,
1980 or 1981 to insure that the trainees return well before the
oompletion of the project. In fact, it would be desirable for all
long term trainces %o be back on the job at least one year before
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the ocompletion of the project in late 1963, The short tern trainees
oan be sent in any year but, in 1983, they should return sarly to be
sure to be in-country prior to the first of Septexber of that year.

In addition to timing, suitadllity of training, capability of
training institution, job to be done on the trainee's return,
appropriatencss of their educational background, availabdlity of
in-country treining and job performanoe should also be oonsidered
in evaluating the participant program.

4. fQbdvisors and Consultantss The success of the contrector
in supplying long term advisors and short term comnsultants should
be evaluated along with the abdlity of the MFAI to absorb the
services offered. The ability of BG/N to supply counterparts
to the consultents should also be looked at in detail, both in
terms of numbers of ocounterparts and in terms of their ability to
absord the on-the-job opportunities offered to them. Milly half
of the short term consultant's time should be used for oonducting
training progrems for Mepali employeee of the LIC, Department of
Agriculture, and other organisations engaged in this project.

5. Sceial Science Ressarch: Munds are available to conduct
research on the social, eoconomic and anthropological aspects of

the project. This research should be aimed at finding the
constraints to the usage of improved seed and what has to be done
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to persuade farmere to use the new varieties and the seeds produced
under official aid supported programs. Included in this research
should be such topics as who makes decisions regarding the varieties
and quality of seeds to be used in the village or the farm or by the
faxily? What are the main determinants? How much effect dces
price have on seed purchases? How does the farmer judge quality?
Hov can farmer = seed producers be organised to manage a seed
business? BHow much of & margin do they have to have in order to
produce seed successfully and many others.

6. Seed Analveis snd Stendards Enforcapopts One of the current
hindrances to the production and distribution of good seed is the

inatility of the seed section of the Botany Division to trawel about
the ocuntry to conduot fisld and seed house inspections and to
deliver analysis of seed samples expeditiously. The secction should
be able to enforce the proposed labeling lav and to help farmor-
seod producers with their production problems. Operation of
equipment, drying, cleaning, packaging, maintenance of germimation,
oontrol of seed house pests and other aspects of seed processing
and production are important. Thres laboratories are to be
oonstructed under this project and a central laboratory is to be

partially re-equipped and enlarged.

7. 8eed Production: It is expected that two or three private
seed production groups will be functioning in the torei and many
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mall cooperatives or farmer groups will be producing seed in the
hills. Representative samples of these producers should be checked
along with their produce to ascertain the quality of their merohan~
dise, the attitude their customers have toward them and their
product and their atdlity to operate a seed business.

The amount of seed available to the farmers of Nepal, its
price, its quality, the varieties offered for sale as well as
demand in the various regions should all be considered when
evaluating the efficiency of the seed producers in responding to
the demands of the farmers in the area. Finally, it may be
pecessary to evaluate the government's ability to subsidise the
seed industry in order to keep prices lov enough that farmers will
tuy the seed offered for sale.

8. Ip-country Treining: Balance between training in amalysis,
enforcement, extension, production and other aspects of seed
production should be checked for adequacy, reascnableness and value
to the industry and to the farmers of Nepal.

9. Werchouse Operstion: Regardless of the quality of the
structures in vhich seed is stored, the management of the systea
can negate any possible benefit stemming from the superior
buildings, PMailure to stack properly, to ventilate the btuilding
when required, to maintain adequate records, to protect from
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moisture, insects, moulds, birds and rodents, and other derelio-
tions of duty oan cause seed and fertiliser to deteriorate very
rapidly. Bvidemose of poor management insclude the following
easily read signet (a) off odours, (b) dampmess, (c) mixtures,
(d) material on floor, (e) broken windows and ventilators,

(f) troken containers, (g) damaged equipment, (h) old stook

on hand, etc.

10. Malptenanco: One of the surest indications of the
quality of the operation of & unit is the maintenance it
receives. The equipment, the buildings, the fertiliser, other
supplies and even seed must all be taken oare of - or
mintained., Imadequate lutrication, moisture, or loose
comnections oan all cause losses and depreciation in values,
Torn bags, loose bolts and belts, lost labels and many other
signs will indicate poor mmintenance and poor ocontrol of the

whole input supply system.

11. Agricultural Credit: Is enough oredit on hand to insure
smooth operation of the seed industry?

C. Soecial Considerationss

In addition to the routine evaluations emmerated sbove, some
speclal ettention will be paid to various aspeots of the seed tusiness
that do not respond easily to anmual review. Among thess are the
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followings

1. What special actions are neocessary to encourege farmers to
take over the seed industry? How much of a subsidy for private

industry is required?
2. BHow fast cantho industry be shifted to the private sector?

3. VWhat activities should be carried on to lead to a certified
seed systen in about ten years?

4e How do farmers viewv "improved seed" after four ysars of
the project? Do they have confidence in their seed supply?

5. Is seed actually moving from the large seed houses to other
parts of the terai and lower hills?

At the oconclusion of the project, all aspects of the projectts
activities will be evaluated and a report prepared on why it did or

did not accomplish its objectives.

It is not anticipated that cutside help would be required to
oonduct the evaluation except for representatives of the contractor
and the mission's AID/W btackstop offiocers.
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