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GENERAL INFORMATION

This report covers the 4™ Quarter (April-June 2008) activities and deliverables of
the USAID-funded Inma Agribusiness Program in Iraq. The report is structured to
provide an update on the planned activities set forth in the approved Annual
Work Plan and outputs as in the approved Performance Monitoring Plan (PMP).

Project Name:

Project Objective:

Contract No:
Contract Start Date

Contract End Date

Project End Date:

Project Principals:

On-Site Leadership

Inma Agribusiness Program

The purpose of this contract to provide agricultural and
business development services to USAID beneficiaries in
strategic locations in lrag to promote economic
diversification and job generation, with an emphasis on the
growth of the agriculture and agribusiness (“agro-food”)
sectors in the provincial, regional and sub-regional
economies.

267-C-00-07-00500-00
May 14, 2007

April 30, 2010, two one-year options to extend to April 30,
2012

April 2012

Charles Bell, Senior Vice President, The Louis Berger Group
Inc.

Herschel Weeks, Chief of Party
Don Henry, Deputy Chief of Party - Operations
Fred Mann, Deputy Chief of Party - Programs

The Cost-Plus-Fixed-Fee (CPFF) contract (No. 267-C-00-07-00500-00) for the Inma
Program was signed May 14, 2007. The period of performance of the contract is
three years, May 14, 2007 through April 30, 2010, with two one year options to
extend through April 30, 2012. The Louis Berger Group, Inc. has submitted a
request to USAID for approval to exercise the options authorized under Contract
Section F.2 for extension of the Period of Performance of the Inma Agribusiness
Program two years from April 30, 2010, to April 30, 2012.



INTRODUCTION

The Inma Agribusiness Program is an integral part of the United States Government’s
National Economic Development (NED) Program with the overall goal to expand private
sector economic opportunities. The NED Program approach is to stimulate economic
growth to provide greater opportunities for the people of Iraqg to engage in normal
economic and social behavior, creating a climate for peace and stability. The Louis
Berger Group, Inc.’s Consortium was chosen to implement the Inma Agribusiness
Program — a contract in support of USAID’s Strategic Objective 8: Private Sector
Economic Opportunities Expanded and, in particular, Intermediate Results 8.2:
Increased Private Sector Agribusiness Development.

In the past, agriculture and agribusiness in Iragq supported over 25% of the population.
Iraq’s agricultural sector was once able to satisfy a large portion of the country’s food
needs but has declined because of wars, misguided policies, and economic sanctions.
As a result, Irag’s productivity of cereal and high-value crops is reduced to a fraction of
what it used to be. Through the Inma Agribusiness Program, Irag can revitalize it's
agricultural sector. Inma is supporting the commercial operation of agribusiness in the
areas of processing, marketing, and distribution of value added products. The principal
areas of concentration will be in three commodity sectors:

e Annual Horticulture
e Perennial Horticulture
e Livestock and Feed

These are referred to as value chain sectors because there are a number independent
industries that Inma will be strengthening that add value to each sector. Activities in
each of the three value chain sectors will be implemented by a specialized team led by
a senior technical manager, responsible for developing and implementing projects
designed to make the value chain sectors more competitive.

During the first year, the Inma Work Plan is focused on agribusiness development
activities, demonstrations of improved marketing and market-responsive production
oriented practices to increase value-added in current production within targeted product
sectors. The Inma Team is working towards gaining the confidence of the private sector.
The success of Inma is contingent on building solid Iraqi partnerships with private sector
actors to both implement activities and to become development partners. Private sector
partners are expected to become major drivers and champions of specific anchor and
ancillary enterprises within sectors and along targeted product value chains. These
partners may include private business entrepreneurs, producers’ associations, farmer-
owned businesses, traders’ associations and other indigenous institutions.

Grants to Loans — During the first three quarters of program implementation, Inma
gained both experience and knowledge about constraints affecting agribusiness
development and success. It has become clear that investing in agribusiness is
constrained by the absence of lending institutions serving agribusiness financing needs,
and by lack of adequate financing responsive to agribusiness opportunities. In order to
provide assistance in this area, Inma will undertake an agribusiness financing support
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program using grant funds to assist private banks to develop capacity and expand their
capital base for specialized agribusiness lending. A Request for Expressions of
Interest, issued in March to all private banks operating in Iraq, will be followed by a
Request For Application (RFA) for a Grants to Loans (GTL) Agribusiness Credit activity
The GTL activity will, through grants, establish appropriate agribusiness lending
capacities, and augment resources available, within selected private bank partners to
finance commercial agribusiness capital investments and working capital.

A Microfinance Program through International and Iragi Micro-Finance Institutions (MFI).
This activity will provide short-term loans of less than $100,000 that will be oriented to
providing seasonal credit for such uses as inputs, operational funds, or small value
purchases. These loans usually will not have collateral as a requirement. Funds
available for MFI will be approximately $5,000,000 in the first phase and an additional
$5,000,000 in the optional two years for the Inma Program. Short-term (less than 18
months) loans of up to $100,000 will be considered under this program. Agreement
with participating MFIs will be in accordance with USAID regulations. The amounts
above represent only funds available for loans. The cost of operating these programs is
additional. Estimated costs of operating the GTL and MFI activities, including the
optional two years is $7,000,000 for the full four years. This cost includes a full time
Inma GTL Activity Manager, a Sub-Contractor to provide loan application assistance,
bank capacity building and loan management oversight, as well as costs of operations
for MFIs providing micro-finance support. Total estimated funding is $67,000,000. It is
estimated that these activities will inject a total of $72,500,000 in additional financial
resources made available to Iraqi agribusinesses and farmers (if one assumes a 25%
match by Banks for these loans).

PRT and ePRT as Local Partners — During the first two quarters of program
implementation, Inma focused on Job Order applications from various groups and
cooperating partners to identify project activities. Projects identified for further review
and design through the Job Order System included: Balad Canning Factory; Taji/Abu
Ghraib Vegetable Project; Anbar Mushroom Factory; Babil Feed Mill; Euphrates Fish
Farm; Qada Packing Sheds Project; Summer Feed Grains (Maize) Project,; and the
Winter Feed Grains (Wheat and Barley) Project. In the third quarter, and as anticipated
in the program implementation plan and the first year annual work plan, this “reactive”
approach was being phased down in favor of a more “proactive”, systemic approach
based on Value Chain Analysis results and on recognition that higher program impacts
can be achieved through a geographic area focus. As a result, activity interventions are
more comprehensive and include a number of activities that together make synergistic
contributions towards employment and income generation, and increased stability.




VALUE CHAIN SECTORS
PERENNIAL HORTICULTURE

Perennial agriculture in Iraq is characterized by deciduous orchards, such as apples
and walnuts in the northernmost areas, shifting into pomegranates, stone fruits, grapes
and figs centrally, transitioning quickly into predominantly date production that stretches
centrally on to the southern region of Iraq — occupying over 200,000 hectares.

Except for dates and pomegranates, perennial crops do not represent a major market
segment, although these crops are important sources of farmer income. Perennial crops
generate a substantial number of jobs and income for the farmers. The value chain can
be improved with advanced technical assistance along with education in improving pre
and post harvest technology. This will significantly add to the value of the crop and the
profitability of value sector.

Dates traditionally were a significant export product until the first Gulf War. Other crops,
such as pomegranates, are in high demand in local and regional markets and have
good export potential in the medium and long-term. Additionally, Inma will focus on
production of potentially lucrative crops, such as stone fruits, table grapes, citrus,
apples, figs and berries, primarily for the domestic market, at least until production can
competitively meet quality standards suitable for export.

4™ Quarter (April-June 2008) Developments

Dates

Inma’s analyses over the quarter of conditions and prospects for Iraq’s date industry
suggest that initial projections for date industry revival were too optimistic. Inma
completed major studies, analyses, and consultations with date industry leaders along
with meetings with traders in Dubai. A Date Workshop is scheduled to take place in
Erbil 18th-20th July with the presence of Dubai traders and 25-30 major Iraqgi players in
the industry. The event will provide a venue to communicate Inma analysis on the date
sector and to gather suggestions on Inma date revitalization strategy. The conference
will review the market research findings and develop a realistic program for the date
sector, including pre and post harvest technical assistances along with the development
and expansion of domestic and export market opportunities. The workshop will provide
a forum to exchange information and facilitate contacts and future information exchange
should private investors wish to move forward with investment in the date sector.

Date production and processing in Iraq is currently a “low value added” activity. Price at
farm gates range from $220 to $280/MT occasionally higher for top quality grades.
Demand for dates in the market is very erratic. The price is sometime as low as
$120/MT and the product is used for animal feed. Big packers act as traders in the
market. They normally buy at $220/MT and sell to wholesalers at around $330/340MT.
Their operational costs for basic processing, transportation and storage are around $80-
90/MT with an operational profit of $30/MT. Part of the production is currently exported



to UAE (Dubai) and then re-exported mainly to India. India is the only growing market
for dates in the world (average +15% annually) but it is characterized by an
unsophisticated demand in terms of varieties, standards and packaging. India is a low
value market based on volume (almost 300.000MT) with a low price and a few powerful
buyers. Currently, India buys most of its dates from traders in Dubai. Iraqgi growers
currently receive a low price from India since they heavily depend on many layers of
intermediaries. Inma role is to reorganize the supply chain allowing the Iraqgi players to
have more direct access to key Dubai traders (currently buying in the open market) or
Indian importers.

The current opportunities for Iragi dates farmers, processors and exporters in order to
add value lie mainly in the following areas:

e Export of quality table dates to Europe and USA;
e Export of added value more sophisticated packaging to UAE.

Date Syrup

The future of the Iragi date industry largely depends on the identification of new demand
for high value date products. Date syrup is a very high value derivative. It is currently
sold at a wholesaler price of a minimum of $3.0/kg ($3,000/ton) with an input of low
grade dates bought at $300/ton. Date syrup is widely consumed in Iraq (although not
always available in the retail market). Itis used most during breakfast of Iraqi
consumers (especially in winter time). The product has high household penetration in
Irag. Average annual consumption of date syrup is around 2.5kg/par capita. More
importantly, Iraq demographics show a huge and growing percentage of young people.
This factor could have a dramatic influence on the demand for products such as dibis
(date syrup). Although Irag has only 26 million people, almost 10.5 million of them are
aged 14 and younger.

Currently the supply of date syrup is totally disrupted. Factories producing date syrup in
Irag rely on old and outdated equipment and can not function because of the lack of
electricity. Current packaging is outdated and unattractive. There is no suitable
packaging for consumption away from home and no effort to increase the market for
young consumers. Development of new consumer markets and packaging for date
syrup could expand the market for dates in the market. An increase in date syrup
consumption could represent an additional $40-50/MT for the farmers and possibly
$1.500/ton for the processors. Date Syrup may in principle follow the pattern of other
products which establish themselves in the market as high volume consumption
“spreads” (peanuts butter in USA, Nutella in Europe).

Inma strategy aims at promoting date syrup consumption through:

e The introduction to the market of more attractive packaging, increased quality,
improved taste, better looking product.

e The identification of new formulations for date syrup (new added ingredients) and
targeting young consumers (core target children 3-12 years old).

e The identification of various forms of packaging suitable for consumption away
from home (snack).



e Promotion, via advertising and packaging, of a new image for the daily use of
date syrup, associated to sport and healthy energy.

Pomegranate

Inma believes that there is a viable potential for the export of fresh and added value
pomegranates such as packaged pomegranate arils (seeds) and juice. The Dubali
market with its unique position as the logistic “hub” for the G.C.C., E.U. and Asian
markets will be able to develop the market for Iraq pomegranates. The objectives of the
Inma program are the following:

e To set a precedent, showing Iragi pomegranate farmers export market feasibility;

e To identify product requirements in Dubai in terms of varieties, sizes, product
characteristics, phytosanitary requirements, packaging specifications,
documentation, logistic and to disseminate among Iragi growers the quality
standards required in order to create an export market;

e To assess the profitability of the operation and identify areas of cost savings for
the next season;

e To develop and establish a positive image for Iraqgi produce on world market.

Inma team has identified an agent/buyer in Dubai during their trip to U.A.E. to develop a
pilot export test based in Sulamaniyah where reportedly 12.000MT of pomegranate are
grown and harvested annually. Inma will establish a base in Sulaymanyah for the
export pilot test of pomegranate with the objective of sourcing fresh fruit, processing,
packaging and exporting to the Dubai market. An implementing partner will be
appointed by August.

Annual Work Plan Activities Status

In addition to the above highlights, please find below a summary of the Inma program
progress in achieving planned Perennial Horticulture Sector activities set forth in the
Annual Work Plan matrix.

Major Activities —

e Increase gross sales of dates and other perennial
o ldentified buyers for dates and pomegranate in Dubai ready to place
orders provided products requirements are matched

e Partner Outreach.

o Establish informal Dates Board with representative of 5 areas (Basrah,
Baghdad, Kerbala, Babil, Wassit). Dates Conference as a first informal
meeting

o ldentified two partners for export pilot test of pomegranate in
Sulaymaniyah

o ldentified partner for date syrup product improvement
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Marketing and Related Development --

e Conduct a value chain analysis of the market sector using implementing
partners.
0 Value Chain Analysis of pomegranate (fresh, frozen juice) completed, arils
under way.
o0 Value chain for dates syrup and dates export completed

¢ |dentify and contract implementing partner to conduct a value chain analysis of
date sector and other perennial fruit, specifically pomegranates.
o Value chain completed

e |dentify areas of focus, both in dates and in fruits.
0 Major production areas of focus, both in dates and in fruits identified.
0 Selected focus area of Halabja for pomegranate

e Determine baseline and Monitor project assisted value chain for results of
activities.
o Initial partners selected and baseline for dates and pomegranate
completed

e Develop a system to track value chain analysis in major target areas.
0 System developed to track value chain income changes.

e Conduct a full marketing study to determine quality requirements, phyto-sanitary
requirements, prices, marketing channels, buyers, and traders for domestic and
export markets. Develop implementation plan for improving date production and
marketing. (Also LOP benchmark).

o0 Completed for dates and pomegranate

e Subcontract a partner to conduct and upgrade a periodic marketing study for
both dates and fruits including export markets.
o Periodical marketing study will be conducted by Inma via import traders
meetings in Dubai and India

e Implementing Partner selected, initial format of pricing data determined and
media selected for delivery of pricing information.
o Completed
e A selected implementing partner will develop multiple plans to facilitate the export
of dates and date products to international buyers. Subcontract partner to
develop a plan.

e Strategy focuses on match making between selected traders (by Inma) and
selected Iraqi exporters identified both for dates and pomegranate

Development of New Products and Value Added Services —
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e Define marketing grades and standards.
o0 Marketing grades and standards developed according to traders
indications and market (export) requirements

o |dentify date products that will add value to Iragi dates and other perennial.
o Identified dates syrup (flavors, new packaging), aseptic juice and
pomegranate arils

e Develop a range of products to meet demand of buyers and sellers.
o Under way

o Identify appropriate packaging technology and source of packaging materials.
0 Appropriate packaging technology and source of packaging
materials identified for pomegranate (arils and aseptic juice) under
way for dates syrup

e Develop/Rehabilitate modern grading, sorting, and packaging plant system.
o Development for pomegranate under way. Strategy for syrup in to
transfer vacuum technology and new product development

¢ |dentify shortfalls in the grading, sorting, and packing system.
o Plan for the improvement of grading, sorting, and packing
development.

e Develop Financing opportunities and products for business expansion.
o Dates: According to Dates Workshop indication

o |dentify other sources of finance.
O In progress

e Provide training for: increased awareness of phyto - sanitary condition
certification requirements, improved sorting and grading system for the
development and establishment of quality standards for expanding domestic and
international markets, food processing, added value chain analysis, branding,
development of business plans, packaging, marketing, and finance.

0 In progress

e Develop training for increased pomegranate production :
0 Preharvest:in field T.A irrigation improvement, pruning, fertilization
program, shading, IPM.

e |ssue subcontract to develop and implement training programs. Inventory and
evaluation complete. (Also LOP benchmark).
o Under way for pomegranate, completed for dates in manual
pollination and IPM

Procurement and Distribution —

e Inventory and evaluate current production and processing equipment.
o Inventory and evaluation complete.
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e Purchase equipment required. Commence purchase of equipment. (Also LOP
benchmark).
o Started for packaging (carton boxes) and nets

e Conduct an Assessment of existing infrastructure, equipment, and capacities for
harvesting, processing, and storage processes for date and other perennial fruit.
0 Assessment completed
0 Assessment in progress (pomegranates)

e Contract implementing partner to survey and report the status of project assisted
equipment.
o0 Not started

Production, Reproduction, and Harvesting —

e Assess current production practices and develop a plan for improving production.
o0 Assessment completed for dates. Under way for pomegranate
according to new expert indications

e Issue a subcontract to implementing partner to assess current production
practices.
0 Not started (pomegranate)

e Implementing partner prepares IPM plan for dates.
o Plan completed

e Demonstrate proper pruning, pollination, and harvesting of dates.
o Completed for dates. Under way pomegranate

e Demonstration program created and implemented by project partner.
0 Completed for dates. Under way pomegranate

e Improve propagation techniques, including gathering of sets (vegetative
reproduction) from desired varieties on commercial nurseries operated by private
sector entrepreneurs and producer associations. ldentify techniques and have
nursery development work plan in place. (Also LOP benchmark).

0 Abandoned for dates. Started with pomegranate with import of

e Through an implementing partner, identify organization or businesses with the
capabilities to propagate perennials. Organizations or businesses with
capabilities to propagate perennials identified.

0 Identified two possible partners for pomegranate

e Improve production through soil analysis guidance of fertilization. Course of
action decided for the selected project areas. (Also LOP benchmark).
O Not started

e |dentify a process to sample best soil and elicit recommendations to help farmers
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improve production.
0 Process to sample/test soil to improve production identified.

Identify implementing partners to identify the requirements in setting up a pollen
bank to improve date production
O Abandoned

Training programs including propagation, water management, pruning, solil
analysis, fertility, pollination, harvesting, infrastructure investment, farm business
management, machinery, association management, IPM, post harvest
processing.

0 Assessment of training needs completed. (Also LOP benchmark). Under
way sorting and grading for pomegranate processing and improved
farming methods (fertilization, irrigation, pruning, soil management, pre
and post harvest handling of fruit)

Identify implementing partner to develop training plans and schedule for

performing the training.
o0 Ongoing
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ANNUAL HORTICULTURE

In 2005, there were over 400,000 hectares of vegetables planted with gross receipts
exceeding $2 billion, with eight primary crops dominating 80% of the area. The value
earned per hectare is well below the average value received in neighboring countries.
The majority of the crops are planted on very small plots of land in areas or geographic
“sectors” that have competitive advantages over less desirable locations. Vegetable
production is concentrated in the central and southern provinces with a lesser amount
planted in the north.

The bulk of the harvested annual fruits & vegetables are marketed and distributed to
local markets in bags or loosely packed on trucks with very little attention given to
sorting, grading and packaging for optimum quality standards. Traders along the value
chain do not value or understand market value-added opportunities or quality
considerations of the principal crops grown.

This sector provides thousands of rural and urban jobs. Growers, traders, packers and
vendors provide employment to a significant amount of local rural populations, as well
as to many urban workers. There are prospects for expanding employment
opportunities, creating better paid jobs and new enterprises in handling, processing and
distribution of crops produced and sold throughout the country. Increasing
competitiveness of agribusiness enterprises will be achieved by introducing value-
added production along the value chain. Value-added products not only will compete
with imports but will outperform them in the domestic market for much of the year, given
relatively minor changes along the value chain.

Inma’s basic approach for implementation of this agribusiness sector is a market driven
approach to improve competitiveness, foster the increase of grower profits, and thus
increase employment in geographic areas that have unique competitive and
comparative advantages in production, procurement, processing and distribution of
higher quality and quantity of fresh and processed annual horticultural crops.

Markets are the most important factors in determining the success of any fruit,
vegetable, or flower agribusiness enterprise. Markets should guide all decisions made
by growers, packers, and shippers within the value chain. These decisions range from
determining the most marketable crops for production, to deciding how to best deliver
guality produce to consumers at a profit, and how to deliver product to the market in a
form that results in maximum sales and value added. However, contrary to popular
belief, marketing activities to meet market demand does not begin after a crop is
produced. Market alternatives need to be considered before planting takes place on the
farms.
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4™ Quarter (April-June 2008) Developments

Iron Horse Taji-Abu Ghraib Vegetable Project — The activity promotes utilization of
new varieties of high yielding, hybrid seeds, as well as the introduction of “best
practices” in post-harvest handling techniques, processing, and packaging through
technical training programs and commercial demonstrations.

Provision of high performance vegetable seed and greenhouse plastic has a three-fold
goal: first, to catalyze increased membership in the twelve area Farmers’ Associations
and to strengthen their identity as a viable and reliable vehicle for self help; second, to
provide a demonstrable increase in regional farm income that will spur further
momentum in developing stronger markets and create an environment that encourages
conflict reduction; and, finally, as a first step in a three-year strategic plan to identify
regional value-added agriculture chains for sustainable production and processing. The
Strategic Plan includes local governments and NGO partnerships for additional
horticultural production through outreach development, supplying improved crops to
support value-added processing efforts, and development of packing plants and
facilities leading to value-added marketing opportunities.

During the last quarter, the plan for improved seed varieties and greenhouse installation
was completed and approved for funding. During this quarter, seed and plastic sheeting
was successfully delivered by three battalions from Camp Taji under the direction of
Baghdad ePRT #5 to approximately 900 farmers and planting commenced in mid-
December. Record setting cold temperatures in mid-January delayed germination and
damaged some crops under plastic. However, more seasonable temperatures since
have allowed normal growth to resume. A Farmers’ Training Program has been
launched, including course work in farm business management, post harvest grading,
packaging, and marketing.

Baghdad Markets: 9 Nissan — Inma has established a collaborative effort between the
Baghdad District Advisory Councils “DAC,” Military, and Baghdad PRTs to intervene in
two distinct markets: one wholesale/retail market and one retail-only market.
Rehabilitation of these markets will build the demand for the products of small and
medium-sized farms as well as promote economic diversification and job generation in
the agribusiness sector. The market will also provide an important source of daily
commodity price data and market intelligence.

For the “9” Nissan Market (wholesale/retail), Inma’s goal is to establish a clean and
secure market with modern facilities such as power and cold storage. There will be
over 700 new retail produce businesses directly created and, indirectly, over 1,000 jobs
in additional service enterprises. An implementation strategy has been designed. Inma
is facilitating the establishment of an NGO to manage market operations.

The “9” Nissan Market was constructed at a cost of $1 million in 2004 by International
Relief & Development (IRD), a USAID contractor, as a safe market where local vendors
could sell their fresh fruit and vegetables acquired from local growers and/or
wholesalers. For various reasons, the market was never occupied and has been in a
state of disrepair.
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Renovation work has been in progress since March, led by Inma, and includes inputs by
the Baghdad Provincial Reconstruction Team 2 (ePRT), CSP (Community Stabilization
Program/International Relief & Development), DAI, District Council of 9 Nissan,
Representative of Baghdad Provincial Council, and the Civil Affairs Office of the U.S.
Army.

It is anticipated that demand for fresh fruits and vegetables will increase significantly in
the improved market. There soon will be over 700 new retail produce businesses
created and, indirectly, additional service enterprises created downstream, employing
over 1000 men and women.

In addition, Inma assisted in formation of a private NGO known as the NINMA to
manage the market, and to implement food safety management systems for ensuring
safety and quality of produce in the Baghdad food chain.

Hameedyah Mushroom Farm - An assessment and business plan has been
completed. The factory is the only commercial mushroom production facility in Iraqg.
The target market is primarily within a radius of 100 km of Baghdad. Distribution in that
market can reach at least 11 million potential customers. Products will be sold primarily
to wholesalers and other key players in these markets. The total capital requirement to
restart production is USD 998,287, to be provided from the following sources: (i)
$375,000 in cash from Hameedyah Mushroom Farm, and (ii) $623,287 in the form of a
grant from the Inma Agribusiness Program. The Hameedyah funds will be used to
provide three months of working capital for salaries and other key expenses such as
safety wear, tools, and other materials. The Inma funds will be used to secure a four
month supply of key inputs, procure equipment to restore the physical plant, and
rehabilitate important parts of the production line.

Qada Packing Sheds — Current fresh fruit and vegetable packaging facilities in Iraq are
inadequate and post-harvest losses are high (up to 40%). The growers generally lack
post-harvest skills and technologies and they are required to transport their products to
markets located long distances from their farms. Therefore, it is advantageous for local
growers to develop packing infrastructure at farm production areas near major market
centers such as Baghdad.

The project will demonstrate advanced post harvest handling technologies by
establishing five packing sheds at farm production sources in the Baghdad and other
governorates. The adoption of modern post harvest handling technologies by local
growers will not only address the strategic shortfall of quality fruits and vegetables, but
also contribute to future job prospects for a large part of the rural workforce, as well as
improved farm incomes.

The project is to be implemented using the contract-grower system. Inma will facilitate
contracts to minimize farmer and investor risks. Additionally, the packing shed
enterprises are expected to arrange for production credit and loans to participating
growers. The project and facility design has been completed, and the local partnership
search is underway.

Al Taee Greenhouse Enterprise — In order to provide year-round high quality fresh
produce to the Adhamiya and Baghdad markets, this project involves the construction of
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six greenhouses (approximately 2781 m2 with drip irrigation). The initiator of this
proposal, Sheik Faiq Al Taee, owns the land on which the greenhouses will be
constructed. Furthermore, he has access to the “Army” irrigation canal which provides
sufficient water flow. An above round water tank will be constructed as a backup
system in times of limited electricity. During the hours that electricity is generated, the
pumps will fill the above ground tanks. The flow of gravity will allow water to proceed to
the greenhouses in the event that power cannot be generated. Back-up power will
consist of a small generator. Drip irrigation will be used. The markets have already
been identified and are currently being supplied with seasonal produce.

The added protection that greenhouses provide will lead to production of higher quality
crops that enable local growers to be more competitive against imports, while
simultaneously increasing efficiency of water use. It is evident that for the vegetable
industry to prosper and grow in Iraq, there is a need to implement current horticulture
production best practices. This project will be the foundation for development of sectors
of greenhouses in the Rabi community. Inma plans to intervene in implementation of
additional greenhouse operations in the area.

Additionally, Inma will provide technical training programs for greenhouse managers
including commercial demonstrations utilizing new varieties, improved planting systems,
harvest, sorting, grading and packing. Managers of Al-Taee Greenhouses will provide
technical training to other greenhouse operators throughout the Rabi/Adhamiya area.

Balad Canning Factory -- The Balad Canning Factory is reportedly the second largest
food processing factory in Irag. The factory directly employed both Sunni and Shia,
more than 1,100 male and female (15-20%) workers, from all over Balad Qada’a and
neighboring Diyala. Indirectly the factory generated demand for inputs and outputs that
employed Iraqgis from the entire region -- local estimates are ten times the number
directly employed, including more than 30 wholesale buyers from Salah ad Din,
Baghdad, Diyala, Basra, Hilla, Kirkuk, Kut, and Karbala, and more than 50 wholesale
suppliers from Diyala, Salah and Din, Baghdad, Anbar, Babil, Mosul, and Irbil.

Based on the results of an initial factory assessment followed by a more thorough
assessment in cooperation with Inma, the BCF has (i) developed a plan for revitalizing
the major factory production systems (clean water, power, steam, and sewage
treatment); (ii) carried out a needs assessment for each of the factory’s eleven product
lines. The assessment results indicate that the condition of the factory and the cost for
revitalization are significantly more than originally estimated, requiring BCF to secure
additional support beyond Inma. The total estimated assistance requested from Inma is
$5,057,631.

The Balad Canning Factory Revitalization Plan calls for a two-phased approach to begin
in April 2008. Phase | goal is to establish a solid foundation for subsequent product line
start-up and improvement, including revitalization of water, power, and steam systems,
as well as related infrastructure. A combined strategy that leverages funding from
USAID, as well as the U.S. military has been developed. The Military will support
Clean-up, Preparation, and Site Refurbishment ($97,000) and Water System Treatment
Rehabilitation ($150,000). Inma will support Sewerage, Power, and Steam Systems
Rehabilitation and provide support for working capital.
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Phase Il will focus on initial product line startup to provide revenue for future expansion
and revitalization. Initial lines to begin operations are a combination of basic products
that require minimal inputs, power and steam (in order to generate a business income
flow), to be followed as soon as possible by selected agricultural product lines. An
engineering assessment on all product lines has been completed and bills of quantity
and scopes of work for each have been generated as required to bring them up to
optimum production.

Annual Work Plan Activities Status

. o , d
In addition to the above highlights, please find below a summary of Inma 3 Quarter
program progress in achieving planned Annual Horticulture Sector activities set forth in
the Annual Work Plan matrix.

Major Activity —

e Determine baseline and monitor value of fruit and vegetable sales. Baseline
determined and priority crops selected.
o Completed

e Actively seeking partners using intermediaries, PRTs, and other information
sources.

o Completed/On-going
e Evaluate and perform preliminary selection of potential partners.
0 Completed/On-Going.

e Issue subcontract to provide management analysis of potential partners, to meet
contract requirements of USAID. Subcontractor selected and contract executed.
o Inma has determined that Inma Staff are best qualified to complete
this task. Task On-Going.

Marketing and Related Development —

e Complete description of the annual horticulture value chain. Description of
annual Horticulture value chain complete.
0 Analysis in process

e Require all partners to monitor and issue quarterly reports on results of activities
upon the value chain.
o0 Quarterly report required. Updates and reports are provided
periodically (more frequently than quarterly) from implementing
partners.

e Market information system being developed. Preliminary system up and running.
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o0 Anka daily price collection system in place. Nation-wide wholesale
prices provided daily.

Issue subcontract to undertake market assessment. Report issued.
o0 No contracts will be issued; Inma staff are undertaking the
assessment and survey.

Issue subcontract to undertake assessment of the wholesale market
infrastructure. Report issued.
o Internal and Military reports are available on all wholesale markets
and deemed adequate for project identification and development
purposes.

Select markets for revitalization demonstration. Select subcontractor and
implement improvements in one market. Subcontractor selected and contract
executed.

0 1st market selected; project is being implemented by NINMA (local
association). Additional market, Al-Rasheed wholesale Market,
identified for rehabilitation to be implemented with a grant to a local
association.

Select site for first packing shed. Select subcontractor and build packing shed.
Subcontractor selected and contract executed.
o0 Site selected. Grantee (Corporation) selected who will build.
Engineering plans completed internally by Inma engineer.

Develop training program plan and materials. Identify training program partner.
o Training program developed.

Plan completed and being implemented by Inma staff and contracted trainers.
o Develop plan for the creation of an inter-province produce
transportation system. Subcontractor selected and begins overall
evaluation for the wholesale transportation system.

Evaluation complete. Assessment and evaluation completed. Implementation
plan under development.
o Grantee/Borrower tentatively identified.

Develop a business plan and identify sources of capital for a vertically integrated
tomato enterprise in Basra.
o Feasibility study commences.
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Business plan completed. Feasibility Study completed. Business Plan
completed.
0 Request for assistance received and on hold until GTL program in
place.

Assist in the selection and training of a management team for a tomato paste
factory. Procure the necessary equipment and supplies.
0 Assist in identifying enterprise management Team. Provide training
in business development for management team.

Balad Canning Factory project under implementation.
o0 Procure the necessary equipment and supplies.

In process as part of Balad Canning Factory project. Select area for a vertically
integrated fruit and vegetable enterprise and conduct feasibility study.
0 Areaselected.

Taji Area Packing Shed project identified and potential grantee selected.
o0 Feasibility Stud and Business Plan development underway.

Production and Harvesting —

Establish baseline of existing production based upon GOI reports. Establish
demonstration plots and initiate training. Begin establishing demonstration plots
and training initiated.

o Demonstration Farms established and training initiated.

Perform evaluation of current irrigation infrastructure, determine needs, and
develop plan for alternative irrigation systems. Selection of irrigation command
areas.

o lIrrigation renovation plans developed.

Lower Rashidiyah Irrigation System renovation pilot project proposal developed
with MoA, Military, Inma, and MWR . Develop a training program and issue
subcontract to conduct training. Training program developed. Sub-contract
issued.

0 Underway (carried out by Inma staff).

Development of New Products, Varieties and Value Added Services —
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Develop plans for the introduction, marketing, and distribution of new products.
Introduce one new product.
o Product development plan for the introduction of new processed
products created.

New vegetable hybrids introduced.
o0 Balad Canary plans to introduce new product lines in Phase Il.

Update grades and standards in cooperation with processors.
o Individual processors and processor associations identified for
collaboration on grades and standards.

Packing Sheds at “9” Nissan Market and at the farm gate in Taji Abu Ghraib will
add value to vegetables to be sold at the wholesale market. Develop and initiate
training programs to ensure understanding of new grades and standards.

o0 Being implemented at farm gate and at retail market.

Develop Reliable Grower Input Supply Distribution System —

Undertake input supply chain evaluation and assessment.
0 Not started due to security restrictions.

Provide financing and technical assistance to a wholesale supplier in a selected
irrigation command area. Financing identified.
o Not started.

Technical Assistance —

Hire Horticultural production expert.
0 Hired.

Hire Horticulture marketing expert.
0 Hired.

Hire Water Management expert.
0 Hired.

Hire Post-Harvest expert.
0 Being recruited.

22



Hire Business Development Expert.
0o Hired.
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ANNUAL SECTOR OVERALL

Increase value of annual horticulture gross receipts at the farm gate
by 100%. Baseline to be determined by the market surveys of
selected high priority crops completed in the second quarter of the
project.

Status for Quarter

April = June 2008

Anecdotal data collected from
interviews with participants of
the Ironhorse Vegetable project
indicated a 300% increase in
average yield and revenue

Determine baseline and monitor value of fruit and vegetable sales.

Baseline established

Identify implementing partners, including subcontractors, grantees,
investors, associations, collaborating farmers, and local experts.

Identified key implementing
partners and ongoing activities

Actively seeking partners using intermediaries, PRTs, and other
information sources.

Identified partners and actively
seeking additional

Evaluate and perform preliminary selection of potential partners.

Evaluation complete and
additional partner selection
ongoing

Issue subcontract to provide management analysis of potential
partners, to meet contract requirements of USAID.

Not completed

Conduct a value chain analysis of the market sector

Analysis ongoing

Complete description of the annual horticulture value chain.

In process

Monitor project assisted value chain for results of activities

Monitoring in process

Require all partners to monitor and issue quarterly reports on
results of activities upon the value chain.

Requirements contractually in
place

Implement Market Information System to provide daily pricing to
market chain participants

MIS and daily wholesale market
prices reported daily to market
chain participants

Market information system being developed.

MIS continues to be developed

Undertake a full market assessment to determine quality
requirements, prices, marketing channels, buyers, traders,
transportation, and jobbers for domestic and export markets-
updated yearly.

Full market assessment continues
to be conducted

Issue subcontract to undertake market assessment.

Not issued

Conduct an evaluation of the wholesale market infrastructure for
post-harvest handling, transportation, processing, and storage to
provide the baseline for improving product line quality and value of
saleable products.

Evaluation conducted and
ongoing for wholesale & retail
markets, processing, and storage

Issue subcontract to undertake assessment of the wholesale market
infrastructure.

Not issued

Develop and implement a revitalization plan based upon market
evaluation.

Revitalization plan developed and
implemented

Select markets for revitalization demonstration. Select
subcontractor and implement improvements in one market.

Markets selected. NGO formed
and improvements being made in
one market

Design and implement "Packing Shed" plan to demonstrate
efficient methods of sorting, grading, packaging and post harvest
care of fresh products.

Design completed and approved
by Inma

Select site for first packing shed. Select subcontractor and build
packing shed.

Site selected for Al Rabee,
Adhamiyah, Baghdad

Management training programs focused on post harvest physiology,
quality management, packaging, sales, and marketing.

Developed manual for training on
quality, good manufacturing
practices and hazard analysis for
critical control points (HACCP)
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Develop training program plan and materials. Identify training
program partner.

Program plan in development
and partner identified

Create an inter-province produce transportation system

Potential local partner identified
currently operating several
refrigerated tractor trailers

Develop plan for the creation of an inter-province produce
transportation system.

Plan in development

Secure required capital through grants and leverage funds for
enterprise startup

In process

Demonstrate the feasibility of a vertically integrated tomato
enterprise in Basra

Feasibility study conducted with
potential partner Haj Aboud &
Sons.

Develop a business plan and identify sources of capital for a
vertically integrated tomato enterprise in Basra.

In development

Assist in the establishment of a tomato paste factory that has been
identified as an important intervention by local grower cooperatives
and government.

Project implemented with Balad
Cannery tomato paste line

Assist in the selection and training of a management team for a
tomato paste factory. Procure the necessary equipment and
supplies.

Assisted in the selection of
management team for training.
Procurement in process

Procure the necessary equipment and supplies.

Procurement in process

Demonstrate the feasibility of vertically integrated fruit and
vegetable enterprises in selected areas.

Demonstration in Taji area and
Al-Rabee in process

Select area for a vertically integrated fruit and vegetable enterprise
and conduct feasibility study.

Area selected in western and
northern Baghdad province
(Golden Crescent)

Improve field cultivation of fruit and vegetables through
demonstrations including planting, pollinating, and harvest
demonstrated among commercial growers.

Ironhorse/Taji-AbuGraib
vegetable improvement project
implemented and initial training
of participants completed

Establish baseline of existing production based upon GOI reports.
Establish demonstration plots and initiate training.

Baseline established using GOI
data, demonstration plots
planted, and training conducted

Renovate irrigation command areas including the evaluation of
alternative irrigation systems which may include drip.

South Rashidiyah irrigation
improvement project designed
and implemented

Perform evaluation of current irrigation infrastructure, determine
needs, and develop plan for alternative irrigation systems.

Evaluation of South Rashidiyah
irrigation system in process

Technology transfer of improved post-harvest preparation of
product, including packaging, sorting, quality standards, etc.

Cold chain implementation
planned and in process of
implementation

Develop a training program and issue subcontract to conduct
training.

Training program developed

Develop product development plans for the introduction of new
fresh products and new processed products such as sun dried
tomatoes.

Plan in development

Develop plans for the introduction, marketing, and distribution of
new products. Introduce one new product.

Plans in development

Update grades and standards and develop training programs to
ensure understanding of them.

Grades and standards identified
and training programs in
development

Update grades and standards in cooperation with processors.

In process

Develop and initiate training programs to ensure understanding of
new grades and standards.

Training program in
development
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enterprises.

Identify and partner with established input supply and marketing

Partners identified

Undertake input supply chain evaluation and assessment.

Evaluation and assessment in

process

Provide financing and technical assistance to a wholesale supplier in
a selected irrigation command area.

Not completed

To implement this sector's program, a variety of technical
assistance will be provided from local and expatriate experts, to
include the following illustrative list of technical expertise:
agricultural production, marketing, water management, post-
harvest technology, business development.

Technical assistance team in
place and being expanded

Output Targets and Indicators for Focus 1: Important outputs in the effort to improve
the productivity and value of annual horticulture produce are listed in the table below.
However, given the extent and numbers of the results indicators to be reported to
USAID, it is not the intent of the Inma team to provide USAID periodic reports on the
output targets. Outputs will be adequately reflected in the results indicators.

Output FY 2007 FY 2008 FY 2009 End of Project
Baseline Targets Targets Targets (FY
2010)
1.1 Revitalization of markets in two 0 1 market 2 markets
urban areas.
1.2 Demonstration packing sheds 0 1 shed 2 sheds 4 sheds
established. Similar sheds expected
to be constructed without project
assistance.
1.3 Transportation system for del- Work begun Work completed Work completed
ivery of fresh fruits and vegetables
1.4 Integrated tomato enterprise 0 Feasibility study Enterprise Enterprise
established and operating in the and business established and sustainable and
Basra area. plan complete. operating profitable.
efficiently.
1.4a Jobs directly and indirectly 0 500 full-time and 1000 full-time and
created by 1.4. 1000 part-time 2000 part-time jobs
jobs created. created.
1.5 Tomato paste processing plant 0 Construction Fa