
PROJECT STILT™ENT Date ;Feb;-uary 7" 1972 

A. PROJECT SUMMARY 

1. Statistical 

Project Title: Agricultural Di VE~rsification and Trade (Philippines) 

Status: New P;;~oject, Second Phane 

Contractor; USDA Economic Research Service 

Principal Investigator~: L. J. JLtkinson, D .. Kunkel 

Dura ti on: January 1 , 1972 to Dec: ember 31 , 197 4 

Total Estimated Cost: $303,423 

Fundin& by Fiscal Year: 19?2 
.1973 
1974 
1·9'75 

Project Manager: L. Witt, TA/AGR 

2.. Narrati'lre 

$ 
49,8?9 

HDO, 162 
99,841 
53,541 

This is one of three projects on the same problem presented to RAG in 
April 1971 and funded for planning. This one will concentrate on the Philippines; 
t..~e ot~er two will deal with selected countries of Latin Ameri~a and with 
Thailand. The projects will assemble and analyze data and provide information 
for p~licy makers on agricultural production and marketing alternatives at 
farm, regional, national and international levels as changes in production 
techniques, supply response, and prices force n~w patterns of crops and 
liv~~tock production. They will also yield information on broad relationships 
and analytic&l procedures and methodologies useful to any LDC faced with 
abrupt changes in production technology~ 

Agricultural diversification (as explained in the initial .. project proposal) 
is bein~ sought b/ many LDCa for several reasons, including (1) finding 
alternative uses for land resources devoted to food grain production•,as 
self-sufficiency needc are met and exceeded, (2) creating higher incomes, for 
farmers as they use their land more intensively, (J) seeking to produce 
agricultural commodities which in the aggregrate better meet the tastes, demamds 
and needs of their people, and (4) producing more products for international . 
markets and earniag larger and more secure foreign exchange income. 

The study is being done in four phases, starting with an apprais~l of present 
information and ending with an::ilyses of policy alternatives 1 andinvolv~ clt>se 
collaboration of USDA economists and economists of the-:Ph.iiippine Bureau of · 
Agricultural Economies and Philippine College of Agriculturee 



B. Expanded Narrative Statement 

1. Project Description and Background 
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In many of the more advanced LDC a, key decis:lon makers in agriculture 

now are faced with the need to choose among.polic:le~ and programs to best 

adjust. to the changes in production techniques, supplies, domestic or 

international demand which affect farm prices and costs. They al~o face 

pressures from consumers and as reflected in views of other minis+~ieso 

They have a political will to make logical choices among the best alter

natives but have inadequate information upon which to make these choices; 

hence postpone or fail to make decisions. 

Several existing or prop~sed projects seek to fill this gap, e.g., 

simulation or large se:ale linear programming nodels, forms of agricultural 

sector analyses, and these are appropriate to fairly comprehensive, broad 

eveluations. However, in some LDCs the problems are much more focused around 

one or a narrowly circumscribed set of issuese Under such circumstances, 

an in-depth subsector analysis may be more appropriate. At the same time, 

properly organized; the subsector analysis will C()ntribute data inputs and 

relationships to a complete sector analysis. 

This project was one of three financed for planning so that the U.S. 

and host country professionals could jointly develop a work plan and division 

of labor. The other two, to be submitted later, are for North Carolina 

State with selected countries of Latin America; and for the East-West 

Center in Thailando 

These three subsector analyses focus on diversification and trade alter

natives. Each will take an approach adjusted to the data base, the choices 



to be examined, and the relative emphasis on the micro and macro aspects 

of the problem. At the same time, each project w:lll have elements in 

common - th~- dav.e_l_QPment of positio..I1 p~per~ _fgr the ·ct_~cision-ma.ker, the 
----~,....,.-~------ ---
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analysis of e~pl,'_t_mark~~ _prospects, the need for commodity transportation 
\..,__ ___ --- -- - - - - ,_,, ____ -- ----- ··---- --- . ., _,_., _______ ,,____ -- . . 

costs, the specification and analysis of changes in the production function, 

and a goal to demonstrate how the methodology used can contribute to an 

i~pr~~e~--~-~-~.s for decision making,, -To strengthen the several projects, 

avoid duplicatior, and to facilitate the expansion of thie work to other 

countries, periodic research workshops are planned to involve Contractor 

personnel, the LDC research leaderH from the three projacts, and f!elected 

LDC ~ersonnel in other countries for whom these problems and this approach 

may be appropriate. 

Although this project provides intensive work in the Philippines 

with j_mmediate and obvious usefulness:to the country, it has two 

importan~.aspects of significa;1ce on a worldwide basis. One is to 

develop sub-sector analysis techniques that are more efficient than 

those presently available to the governments of LI:Csa Through the 

simulation project and others of a similar nature, fairly reliaole 

analytical techniques are becoming available. At present, however, 

they are expensive in money resources and require heavy inputs of a type 

of manpower in short supply in most of the world. These three projects 

should indicate more efficent ways for governments to analyze critical 

problems a~d policy actiYitiese 

The second aspect of significance on a worldwide basis is the 

specific data and interpretations on how an LDC agricultural economy 

responds to production innovations and market opportunitiese This 

becomes an input into analyses of _the consequences of trade policy 

changes, and can be fed into revisions and intt~rpretations of such 

world models as the FAO Indicative World Plano 
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This speci fie project has ~een jointly planned by tlw 

Bureau of Agricultural Economics, Manila, (BAE) the College 

of Agriculture, University of the Philippines, Los Banos, 

(UPCA) and the Economic Research Service, U.S.D.A. (ERS}. 

Attachments 1 and 2 lay out the work plan, and the research 

methodology to be used. Resources will be provided by agencies 
of the Philippine Government, the USAID Mis3ion, Manila, and 

AID/W allotments to the ERS. 

The first major purpose of the project is to develop data 

and analysis to policy makers on realistic agricultural pro

duction and marketin3 alternatives at farm, regional, national 

and international levels as production techniques, supply and 

price changes force consideration of new patterns of crops 

and livestock production. The research group will exploit 

existent research findings, on-going research, and develop new 

information as needed. 

Th9. second major purpose is to enhance the research capacity 

in the Department of Agriculture and Natural Resources and 

in the University of the Philippines College of Agriculture 

and to strengthen the mechanisms for continuous analysis 2.nd 

reevaluation of opportunities and alternatives as producticn 

and market conditions change. 

Recent technologicaJ. breakthroughs ha~e made possible a 

substantial increase in food grain production in a number 

of countries. Additional 
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improvements in farm practi sea are 01~curring in many countries as further 

technical innovations are created. In still otherfl increaBing domestic 

~onsumption is reducing farm exports despite a continuing need for foreign 

exchange. These developments coupled with the limited international markets 

for food grains stimulate a greater concern with the diversification of 

agriculture, that is to identify other farm production ~ossibilities which 

can maintain and enhance farm income and employment, utilize domestic market 

opportunities and provide alternative and more promising sovrces of foreign 

exchange, thus using and intensifying the use of some of the resources now 

devoted to food grains. In some countries the need is for rigorous objective 

data which will identify for policy makers the available options for the 

resources now or likely to become surplus in grain production, or to exploit 

agricultural resources more fully to create new streams of income and foreign 

exchange. 

Philippine decision makers, in considering di versifies tion al terna ti ves , 

require information on farm production possibilities, farm incomes, income 

and employment cor1sequences of technological change, as well as on interregional 

competition, reg·~onal integration, a.nd likely change·s in trade pat terns and 

prices. Adequate supply anal!sis re1quires far more specific data on farm 

level alternatives than is presently available, including how likely new 

farm practises will change the nature of the farm production response 0 

Also, the existence of sensitive issues in the allocation of resources and 

direction of policy and programs requires that decision makers have available 

rigorous, objective analyses by host country colleagues appraising the 

consequences of alternative uses of research, agricultural and financial 

:resources. Thus, the strengthing of host country ana~ical oa_pac~~--iJ;t.the 

area is vitale 
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The research plan provides for short and intermediate term reports which 

will help poli~r makers to improve their decision mtiking process. Final 

products will result after interim reports have been evaluated and revised. 

2. Significance to AID Objectives 

This project will forge linkages among the Philippine Bureau of Agricultural 

Economics, the Agricultural. College of the University, and the Economic 

Research Service of the U.S. Department of Agriculture. It will assist 

Philippine professionals in drawing on research inf~rmation for position 

papers on important policy alternatives. And they will do this on important 

and significant problema facing the host country, the AID Mission, and the 

U. s. generally. It will be congrua.nt with new AID objectives to strengthen 

host country capacities to analyze alternatives and assess priorities in 

relation to important agricultural development issues. 

~~is project will contribute to AID objectives by assisting developing 

countries in formulating and implementing agricultur~l development strategies 

and policies in view of changing production, market and trade opportunities. 

Information has not been available to develop and appraise farm production 

programs in an international contexto Present programs are largely developed 

by considering individual countries as separate entities·o This project will 

analyze diversification options and production potentials in the Philippines 

and evaluate these potentials in a trade and development context~ Thus, 

policy makers will be able to evaluate policies and programs after considering 

internal production possibilities and the production and trade prospects 

of other countries. Developing economic intelligence of this nature is 

essential if country planners and AID advisors are to effectively develop 

programs and atrategiese 
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Thus, this project (and the other two) will.'develop and demonstrate the 

procedures by which an LDC can asses:3 the choices a.vailable and make more 

logical and integrated political dec:leions among these alternatives. 

Jo Relation to Ex:isting Knowledge 

The first phase of this project, and even the planning activity, draws 

heavily upon research already completed or underway. Much emphasis is being 

placed on bringing all this information together in such a way that the 

informational gaps become obvious, and plans can be devised to fill these 

gaps through new researcho 

Not only in the Philippines but generally there is considerable information 

currently available relevant to this topic, but this information must be compiled 

and analyzed in a uniform and systematic manner. A great need exists for 

detailed farm level data on physical production costs and possibilities. The 

availability of relevant data depends to a large extent upon the particular 

country and commodities being considered. It is expected that this research 

in the Philippines will lead the ~'1£. towards much more relevant country 

studies than have been done in the past. A aeries of such country studies, 

for example, would make the FAQ's Indicative World Plan a far more useful 

document. To date such overall approaches have seldom been able to draw 

on micro economic agricultural data, and in consequence are unable to provide 

rigorously defined policy options. 

4. Relation to Other Research 

Within the Philippines the project will. draw heavily on relevant on~going 

research. It will seek to avoid duplication and overlay wherever possible, 
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and it has a broad based advisory committee to insure th.at this policy is 

eul'orced. 

The analysis of trade prosp~cta will draw on previous ERS research on 

world demand prospects for wheat, rice, feed grains, all grains, o~l seedR, 

cotton, bananas and beverage crops, along with data on recent changes in 

conditions of trade. It will be necessary also to draw on current studies 

of trade problems, barriers to trade etc., because of the current very 

dynamic situation on trade policy. The research 1~t Williams College will be 

particularly appropriate. 

The other diversification projects (to be submitted later) will be 

coordinated with this project, fire1t through periodic meetings in Washington 

of the project leaders, and second through an anm:w.J. workshop=seroinar which 

will bring together host country leaders, contractors, and selected outside 

research workers w-~th a substantial interest in these iasues, some of whom 

may become collaborators in later f'uture projects, and others who may be 

doing siinilar work financed through other sources. On some occasions other 

international agencies -AO:Bian Development Bank, IBRD, Economic Comndssion 

for Asia and the Far Tu.st, FAQ or ]i'oundations may be- invited to participateo 

Finally, this research will draw on international centersj particularly 

IRRI, and other sources of technological innovations to~ practises which may 

change production functions and supply responses, so a.a to incorporate 

·dynamic elements into the research~ . 

.. 
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5. Proposed Work Plan 

The work plan has been developed jointly with the cooperating 

institutions in the Philippines. Planned activities have been 

divided into four major phases over a project p riod of 36 

months, as follows: 

P~1ase 1. Intensive study. and evaluation of existing data, 

analyses and programs. Three months. This evaluation will 

focus on six problems areas: 

Farm Surveys 

Experience and planned programs on crop diversification 

Identification ~f homogeneous, agro-economic regions 

Supply response st·...idies 

.Demand and market studies 

By the end of this period this review will have provided a 

sound basis fo~ determining the priority needs for additional 

research or data collection. 

Phase 2. Evaluation of initial studies, establishing special 

research projects and preliminary macro-analysis. Nine months. 

: -A research workshop will be organized to advise the coordinators 

as they complete Phase 1 and begin Phase 2. Priority research 

responsibilities will be assigned. These will include micro

economic studies of representative farms, supply response, 

demand and market studies. It will also include updating of 

some existing studies. Material gathered in Phase l and other 

current material, such as the revised .4 year plan will be 

used to develop a preliminary macro-analysis, or "first 

..approxim:1tion11 answers to current policy issues e 

Phase 3. Completion of regional micro~economic and in= 

dustry studies, preliminary draft of final marco=economic 

analysis, and initiation of analysis of trade prospects. 
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One year. This phase will also e:camine linkages relating 

agriculture to the input indu:stries, to marketing and pro.,, 

cessing activities, and to the demand side of the national 

economy. 

Phase 4. Preparation of intermediate and final reports 

for circulation and review; revision and publication of the 

final report .. 
This research is designed to: 

1. Capitalize on existing research work and data 

to provide first approximation answers at intervals 

throughout the study to maximize its utility to decision 

makers. 

2. Undertake new activities only after careful 

appraisal of existing work. 

3.. Integrate its activities with thosa presently 

underway in the Philippines. 

4. Generate real cooperation among the participating 

'institutions and contributed to their problem solving 

abilityo 

5. Make the several micro-economic analyses reflect 

specific geographical conditions, and thus provide 

the "intensive studies" called for in the revised 4 

year plan for agriculture, needed to generate 11 con

clusive evidence" that recommended production changes 

are in fact profitable alternatives~ 

6.. Generate both finished researc11, but also approaches 

and mechanisms within the cooperating Philippine 

institutions to continue research after this project 

is completed .. 
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6. Research Methodology 

The joint discussions in t:he Philippines brought much 

definition to the work plan and to a pr".:>spective division of 

labor o In each of several are:as a m .. u)lber of studies were 

identified as typical of what should be done. It was agreed 

that e. first tatJk will be to :;eview the accomplishments in 

detail, make a firm selecth'n of the special studies to be 

made and the methodologies th<:lt would be used. The research 

workshops at the end of Phase 1 will contribute to this process. 

Meanwhile, the ERS has prepared. a supplement to the work 

plan and a bibliography (made available to the RAC sub-committee) 

which identifies methodology thought to be suitable, and most 

likely to be used, with necessary modificc&tions to be worked 

out with Philippine colleagues. 

The intent is to select from standard analytical method

ologies and adapt them to the time and data constraints of the 

situation. 
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7. Researcher Competence 

The ERB has much experience in drawing on a variety of research results 

for the prepar~tion of macro - agricultural studies and the preparation of 

position papers bearing on poli~y decisions that adlninistrators must make. 

At the same time they have maintained an objective, professional detachment 

from the policy positions subsequP.ntly takeno This experience is particularly 

relevant for the institution building - research competence .fu.'1ction, im

portant for the Philippines Bureau of Agricultural .~conomics. 

The two men that ERS placed in the Philippines in June~July 1971 were well 

accepted and worked effectively as members of the planning committee that 

developed the workplan (attachment 1). One member of the proposed ERS team 

conducted the ERS study on Colombia, one of seven countries whose agricultural 

progress was studied under AID contract. Reports from the Director of the 

Bureau of A;5rfcultural Economics and from the mission make it clear that th3 

}!..~ inputs were welcome, that the personnel were well accepted, and that an 

ap1.1ropriate working relationship was inaugurated. See attached letter. 

8. ContriQution to Institution Buil~ing 

The GOP recognizes the importance of creating the ~~search capacity 

contemplatied in this project. They are m&king by far the largest contrL•ution 

in persoru;el, between 12=20 man yearB annually to the U.S. 2 plus. The 

major PldlippinG 10aderehip have PhoDo 1s, foreign training, and research 

exr9rience. The proposed budget alli::-;ca tion clearly creates the financial 

base for, the research capacity. Whi9.t rem.a.ins is to upgrade the participants 
I 

in team research and the pr~para.tion of policy papers. It is clearly 

expected that this capacity will be ~~intained and utilized in the Philippines 

after the project has been completedo 
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9. Utilization Plans 

Much of the utilization will occur through major interaction 

with host country decision makers and through host country 

~olleagues, with U.S. personnel playing a minor role. A 

series of reports will be prepared at strategic intervals, when 

policy decisions are due, as internal documents for decision 

makers and ut:lizing the best evidence then available. These 

probably will be for limited circulation. 

In addition to the host country utilization, .ID is concerned 

that the uses of this kind of rese2rch collaboration and net~ 

work of relationships be considered in other countries, and 

by decision makers who are concerned in having a flow of 

policy related information con:i_ng to them. For this reason 

it is planned to have a series of research seminars, probably 

one each by each of the three contractors, while the work is 

going on, to include a variety of LDC senior researchers and 

administrators. 

In addition to the position papers d~scussed above, there 

will ·be published reports at the end of each phase of the work 

plan. These will be available for use both within the country 

and by research workers and development organizations in other 

countries. 
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These reports will provide up-to-date and comprehensive 

understandings of the interplay of internal and international 

economic forces. Thus they will supply basic data and analysis 

inputs into IBRD, FAO, USAID, Asia Develo1:-.ment Bank, and 

government agencies. ""hey will document the policy related 

papers and provide ::i broader understanding of the variou$ 

diversification and development issues. 

10. Budget Analysis 

Tl1e project budget as shown 01 the nE~xt page is for t'be 

orig~ nal project proposal devt-Jloped in Manila. The USAID/ 

Manila input is shown ir.. items 4a and 5b. 'I'he AID Mission 

also will provide training fellowships outside of this budget. 

The AID/W support is in addition to these figures.and are shown 

separately as Table 2. 

The budget in Table 1 has since been slightly modified for 

the first year, first b} add.'._ng in the salaries and other 

contributions of the BAE and UPCA, and second by deducting the 

contingencies item, since the National Research Development 

Boarq on October 28, 1971 stated that it ·would make the add

itional allocation if needed. The budget for the first year 

was approved in late Janu.ary by the Chairman of the Board. 

In Table 2 the FY budgets were preparE;d on the assumption 

of a January 1, 1972 start. 'l'hus schedulf'd fiscal year allo~ 

cations need to be shifted slightly. Also figures need to be 

1 adjusted upward for the· January 1 salary adjustments of government 

workers. The ERS budget is developed on the basis of TDY 

assignments. It is hoped that personnel ceilings will not be 

a problem in 1973, and make se>me budget changes possible. 

These two tables need to be put together to show the 

total inputsi however this is done in terms of man years 

rather than salaries. Two categories are·listedo 

- I 
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Professional inputs including graduate 3tudents. 

First year Second year Third year 

Philippines 13.5 man yF.?ars 20 man years 10 man year.s 

ERS 2.2 2.5 3 

Aids, Clerks 
& interviewers 

Philippines 23 38 25 

ERS 0.4 0.35_ OoS 

Total 39el 60.85 38.5 



1. 

2. 

3 

4. 

5. 

6. 

!_/ 

E_/ 

El 

I T E M 

Salaries and wages !./ 

a. Project researchers 
b. Research aides 
c. Casual clerks 
d. Emergency inter,viewers 
e. Honor aria 

Travel expenses 

a. Project staff 
b. Field supervisors 

Supplies and materials 

Contractual services 

a~ Local consultants 
b. Data processing 
c. Other services E_/ 

Equipment outlay £./ 

a. Local procurement 
b. Foreign assistance 

Contingencies 
10% of total 

T 0 T A L -

BUDGJ3TARY REQUIREMENTS, BY YEAR 
(~22.f.) 

(Phase l 2nd Year 
& 2) (Phase 3) 

169,000 _255,000 

74,250 108,000 
34,650 50,400 
31,500 45,000 
19,600 39,600 
9,000 12,000 

25,000 50,000 

10,000 20,000 
15,000 30,00() 

10,000 25,000 

75,000 150,000 

40,000 80,000 
10,000 30,000 
25,000 40,000'. 

239,900 95,500 

43,600 8,000 
196,300 87,500 

57,700 63,900 

576 2600 639,400 

Table 1 

3rd Year 
(Phase 4) 

130,000 

54,000 
25,200 
27,000 
14,800 

9,000 

10,000 

5,000 
5,000 

15,000 

75,000 

15,000 
20,000 
40.000 

25 1600 

255 2600 

Excluding salaries of technical personnel from respective cooperating 
agencies (see Appendix D for details); consultant servi.ces included 
under item 4. 

Includes rental for off ice space and publication of reportso 

See Appendices E1 and E for details. 

Total 

554,000 

236,250 
110,250 
103,500 

74,000 
30,000 

as ,ooo· 

35,000 
50,000 

50,000 

300,000 

135,000 
60,000 

105,000 

335,400 

51,600 
283,800 

1471200 

1 2471 2600 



Table 2 

Budget for Economic Research Service 
Project in the Philippines 

Year 1 

FY72 $49,879 

FY73 50,081 

Salaries & 
allowances 

Travel 

Data 
processing 

Workshop 

Overhead 
(15%) 

(budget by project years) 

Budget 

FY72 

$27,099 

9,774 

1,500 

5,000 

6,506 
$49,879 

Year 2 .--
FY73 $50,081 

FY74 49,920 

Year 3 

FY74 $49,921 

FY75 53,541 

by items by fiscal years 

F1Y73 FY74 FY75 

$51,373 $55,955 $36,681 

19,724 22,863 9,876 

6,000 €,000 

10,000 

13,065 
$IClO, 162 

13i023 
$99,841 

6,984 
$53,541 

Total $303,423 
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11. Internal and External Reviews 

The original project was developed in close association 

with the EA Bureau. The writing of the workplan and other 

activities included much interaction with USAID/Manila, and 

several debriefing ~eetings, upon returning to Washington. 

On several occasions, at least as early as January 1971 

SEADAG Seminar, the Undersecretary of Agriculture has emphasized 

the great importance he gives to inform~tion on diversification 

alternatives. 

In short, the project. has been worked out with extensive 

discussions with the Mission, the BAE and UPCA, and interaction 

with the then EA Bureau in Washington. 

Frank Sheppard, AID/Manila, visited with Secretary of 

Agriculture, Arturo Tanco, about both the professional quality 

and possible political consequences of a relationship with 

ERS. This was well in advance of the project development. The 

Secretary made a strong positive statement welcoming the re~ 

lationship. Attached are two letters from the Director of 

the Bureau of Agricultural Economics defining the role of the 

ERS collaborators as advisors. 

This project was reviewed at length by RIGC and RAC in 

March and April 1971. Part of the discussion was concerned 

with the size of the task compared with the resources requested, 

and the absence of a firm methodology. The answers given were 

that additional resources would be expected from the Philippines; 

and that to be truly cooperative the workplan and methodology 

had to be developed jointly in the Philippines. The RAC 

decision was to fund the planning activity, and review the pro~ 

ject as developed through this processo The project presented 

here is the result of that processo It was discussed at a 
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RIGC meeting on December 3rd, and forwarded to RAC with the 

specification that two additional statements be prepared. 

One is a review of the s~atus of the other two projects on 

Diversification and Trade. The other is on anticipated ways 

in which progress on and the results of this work will be 

brought to the attention of other interested parties. 

These statements are provided separately. 

12. Proposing Office General Evaluation 

This office considers this as a demonstration-model-test 

of some of the new approaches of AID. An important problem 

was identified, a prospective contractor planned an applied 

research project jointly with the host country counterpart 

organization, personnel and financing are assembled on a 

bilateral basis. To demonstrate and test the efficacy of this 

approach is an important aspect of a central research project, 

if such activities are to become part of specific country pro

gramming in the future. In addition; this r~search is innovative 

in th sense that it attempts to go from general principles 

about diversification to specific and meaningful data analysis 

and the definition of realistic policy options. 



CABL&S - FROM - MANILA 

April 1971 

Upchurch met key agency officials and fot'.nd enthusiastic response to 

proposal and willingness to fund Philippine Government participation. 

Tentative plans made for F.RS join Philippine Bureau of Agricultural 

Economics (BAE) and University of the Philippines College of Agriculture 

(UPCA) in cooperative project as management team. These plans informally 

approved by Undersecretary Agriculture Drilon; Paulino, Director BAE; 

Dean Orillo and Ilag, UPCA; acting Director National Economic Council, 

and USAID/P. 

Suggest USDA-ERS planning team arrive mid-May to complete operational plans 

including budgets. Provide ETA. 

August 1971 

Mission anxious that project start as soon aa GOP confirm their 

funding. 

October 1971 

Project approved by National Science Development Board staff now 
I 

awaiting board approval. Absence of Chairman Median caused postponement~ 

of regular October meeting. 

January 21, 1972 

NSDB approved Agricultural Diversification study during January 

18 Board Meeting. Except commence local work early in February 

after scheduled February 1 formal signing of memorandum confirming 

inputs of various concerned a~rencies. Request confirmation TAB 

support outline in work plan to permit USAID/P signature. 



REPUBLIKA NG PJLIPJNAS 
UQAWAnAN NO l'AOSASAKA AT LUCAS NA KAYAMANAN 

KAWANIHAN NG EKONOMIYA SA PAGSASAKA 
(Bun.EAU o.r- Aorucu1 Ttnuu. EcoNowcs) 
CASMAl\f BLOO., QU1:20n DOULEV ARD £X1'. 

LUNGSOD NG QUEZON 

Dr. Lawrence W. Witt 
Senior Economist 
Agricultural Econom~cs 

November 5, 1971 

and Sector Planning Division 
Office of Agricultre and Fisheries 
Bureau of Technical Assistance 
Washington, D. c. , USA 

Dear Larry: 

In connection with our conversation this mornin~ 
regarding the consultative arranr,ements between the -
Philippine Government and the United States Government, 
we would like to inform you formally that it is the 
policy of the National Science Development Board, the 
research-financing agency in th~ country, and the Bureau 
of Agricultural Economics as the proponent on the Philip
pine Government side in the matter of the Agricultural 
Diversification and Markets Project, that whenever local 
consultants are available on any specific area of this 
research, we shall attempt to acquire their services, as 
a matter of priority. In any case where special assist
ance will be required on methodologies, and no Filipino 
consultant is available, then we shall request for a 
specialist from your country on a short-term basis. 

In the matter of ERS participation in the project, 
we would like to state categorically that .. Dr. L. Jay 
Atkinson's services would be completely acrieptable to us. 

As a Philippine research project, in no case shall 
the work be under the direction of other than the Fili-
pino counterparts, which is to say that any consultant shall 
serve in an advisory capacity. 

We hope you will find this arrangement acceptable. 
Thank you. 



REPUBLm:A NG PILIPINAS 
IU\OAWARAN NC J:>AGSJ\SAKA J\'l' LIKJ\S ?IA KAYJ\MANJ\N 

KAW ANH-IAN NG EKONOMIY A SA P AGSASAKA 
(BUREAU OF AcrucuLTl.'ltAL ECONOMICS) 

CASMA:-l BLDO., QUE.ZON L?ULI:VARD I:XT. NOV 5 19"1 
LUNQSOD NG Qtt:E:ZON I' 

October 27, J.971 

Dr. L. J2.~· !.t!~inson 
c~-_ief, ~-.conot'iC Dcvclopm~:it nranch 
Forc1~n ~evclonment and Trade Divi~!on 
VSJ;\-::~3 

Washington, D.C. 20250 

D~C'.r Jay: 

He hav~ thP. t~·:o c1rc.ft s •·1hich ~·ou s0n.t and the 
\!!llit:.I:l~On article> too. r.:_i~:J.nl: you• 

J 

Rer.;ard:tn~ t!v~ r.v~t~'odolo~;~.ce.1 stater·1cnt, JesG .~nd 

I arc qui ..... e rcce)lt:lve to t·1~ tel.ea of util:tz:tng more 
adve..nced tec~riiques. U?1fo:rtunn.tely, ··re mn.y not yet 
ha·.re the ca~e..bilit~r 1!'1 me~ and !!'"aterial~, and 1·1e do 
not know 110~ others in t~c Philippine Government would 

-reae-t---to-, - · f' o-P. 1-fls van ce-; --a - & 1-rr.-u lat !-0~G-?.<*i e-1-.-

On the ~hole, we t~ink that the ~roper methodologies 
to employ •::ill have to be 6-ct;er .. iined !1C!'e ~·:hen ~:ou >":ill 
co~e. But before all o~ t~ese, I would ~refer that even 
before initiatinc Phase !, ~e should ~old sessions with 
consultants end yourselves, ~nd ~ith w~o~ever else will 
be directly or indirectly involved in Project ADAM. Th~ 

sessions ·w:tll he fO:t" tbe. rnaln !)Urpose Of mapping QU..t th.e 
· strategi~s for Phase I, in detail. . 

We attended a meetinr:, at the Hational Science Deve
lopl':'lent Board t'.·.:; otter d~.:'.', tor-;~t!:er ':ri tr· )i'ranl: Shc:;pard 
and Pete Sandoval of UPCA. '!'he r.:eetin:-:; was requested by 
MSDB to discuss th~ propo~~d project'R hudfet. 

t·:e \·~ere infor!l~ed th2.t the !!SDE Covern:tnci; r,oard had 
approved th~ project i~ pr!nciple, that the Advisory 
Eoard had also given its okay. The ~eetinp vas th~ 
pcnul~i~ate one bcrore the next Eoard meeting to reRolve 
nny loose ends and thereby facilitate final and formal 
approval. 

~rank, or course. stood four-snunre behind us assurin~ 
t~e !:SDB of th~ fnllcst suDr.o!'t fror: ~\ID ln -rer;ard to- com
modity assistance, consult~~cic3,and trRvel grants for 
aome researchers. 
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w~ anticipate thnt th0 project will cet t~~ stamp 

or arprovo.l before the riiC1 (1 lc of nove:~:.)er' b•...:.t t~::tt ~·~e 

~ay ~c a~le to in~tiute Phase I for~ally no e~r}i~r than 

a rnont~1 therec:i.fter, br:-causc the release of fund~; r~a:r not 

occ~r until then. 

·In t~.:e :?!eantir:-:-, ~·0~-~~v~r) NP. ~3i'".all start c'l1r.l'~t.rn~ion8 

'··1th l'n""" nro:,!';;'1" '"'"'vt. '"·"'""1
• "'nri star .... "Cout-tnr~ ·ror t 11e 

• ' • I .;. \ , ' • • .... "-. ,, -· J - . · ...... ~ I I •• ~.. -- ~ \ • r_ "' I ' ..... ~ .. • .. 

r0scrrch P.nd cl~r:tce.l · fopcc o.rr~ • ... ·~.11 r.c:~0. so tl·ri.t ~~ soon 

as ~·!C ;:et t!.1e t:reen l:i. c;r:t, ~'.'t' <.:ctn stal't ·.:.!:.;; :OUt 

further delays. 1;0~·: arc th:!.~1.~~s on your side? 

A. ... --·-··---"···-·--·-- --~----~- --·---· 

Sincerely yours, 

/7 _ 
--~-ll~ 

A. P."..ULI~iO 
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October 3, 1974 

RESEARCH PROJECT STATEMENT 

1. Summarx 

Project Title: Agricultural Diversification and Trade - Asia 

Time Period: July 1, 1975 - June 30, 1976 

Estimated Cost: $150,000 

Principal Investigatori 

)Jarrative 

U.S. Departme~t of Agriculture - Ec0nomic 
Research Services 

This statement is in support of a one year extension of the "Agricultural 
Diversification and Trade" pr0ject currently funded through June 30, 19750 
The purpose is provide support for refinement and utilization of research comp~ 
leted duL·ing the first three (3) years of the project to include consideration 
of a wider range of agricultural policy alternatives than initially contemp
lated and their implications for developing a viable diversified agricultural 
sector in the Philippines. Interrogation of the analytical framework with a 
wide range of policy alternatives will pre>vide for refinement of that frame= 
work in a manner consistent with. the need for flexible analytical systems 
applicable to situations in other LDCse 

Agricultural diversification (as explained i!l the initial project pro
posal) is being sought by many LDCs for several rea8ons, including 1) finding 
alternative uses for land and labor resources as self-sufficiency needs are 
met and exceeded, 2) creating higher incomes for farmers as they use their 
resources more intensively, 3) seeking to produce agricultural commodities 
which ip the aggregate meet the tastes, demands and needs of their people and 
4) producing more products for international markets and earning larger and 
more secure foreign exchange income. The specific task here is to explore a 
wide range of agricultural policy alternatives and to evaluate their effect
iveness in meeting thetfypes of diversification objectives specified abovee 

Results of completed research in this and.related projects provide the 
. basis for effective testing and utilizatie>n of the research producta Pro
cedures, accomplishments and findings of this and related activities will be 
disseminated to other interested groups via a formal seminar and related pub
lications developed and presented jointly by the Philippine Bureau of 
Agricultural Economics, USDA and USAID. 
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2. Research Purpose and Expccted_Products 

In many of the more advanced LDCs, key decision mak~rs in agriculture 
now arc faced with the need to choose among policies a11ti programs to best 
adjust to the chaJl8es in production techniques, suppli.c.·s, domestic or in
ternational demand which affect fann prices and costs. They also face 
pressures from consumers and others as reflected invie~s of other ministriese 
They have a political will to make logical choices among the best alte~na
tives but have inadequate information upon which to ma;..:.; these choices; 
hence postpone or fail to make decisions. 

Several existing or proposed projects seek to fill this gap, eog., 
simulation or large scale linear prograrmning models, forms of agricultural 
sector analyses, and these are appropriate to fairly comprehensive, broad 
e~aluations. However, in some LDCs the problems are much more focused 
around one or a narrowly circumscribed set of issues. i.jnder such circum
~ tances, an indepth subsector analysis may be more appropr~~te. At the 
same time, properly organized, the subsector analysis will contribuce data 
inputs and relationships to a complete sector analysis. 

Altho~gh this project provides intensive work in the Philippines WLth 
immediate and obvious usefulness to tbe country, it has two impor~ant as
pects of significance on a worldwide basis. One is to aevelop sub-sector 
analysis techniques that e:• more efficient than those presently available 
to the governments of LDCs. Through the simulation project and others of a 
similar nature, ·fairly reiiable analytical techniques are becoming avail~ 
able. At present, however, they are expensive in money resources and re
quire heavy inputs of a type of manpower· in short supply i.n most of the 
world. This and related projects should indicate more ,f,_icient ways for 
governments to analyze critical problems and policy alt~rnatives. 

The second aspect of significance on a worldwide t~_:sis is the specific 
data and interpretations on how an LDC agricultural ec1·11omy respond· to 
productifon innovations and market opportunities. This l·ecomes an i1f~t into 
anAlyses of the consequences of·trade policy changes~ a,d can b: fe. into re
visions and interpretations of ·such world models as tlv.: FAO Indicative Worlrf Plan., 

This specific project has been jointly planned by the Bureau of 
Agricultural Economics, Manila, (BAE) the College of Ag~·iculture, University 
of the Philippines, Los Banos, (UPCA) And The Economic Research Service, 
·u.s.D.A. (ERS). The work plan, and the research methodology to be used are 
presented in section seven b~low. Resources will be pn1vtded by agencies of 
the Philippine Government, the USAID Mission, Manila, and AlD/W allocation 
to USDA-ERS. 



The first major purpose of the original project was to develop data 
and analytical procedures useful to policy makers concerned with realistic 
agricultural production and marketing alternatives 3t farm, regional, 
national and international levels as production t~chniques, supply and 
price changes force consideration of new patterns of crops and livestock 
production. This purpose will be met by June 36, 1975 but nwnerous pol
icy alternatives remain to be tested and evaluated before real utility of 
the analytical framework is realized. 

the second major purpose is to enhance the research capacity in the 
Department of Agriculture and Natural Resources and in the University of 
the Philippines College of Agriculture and to strengthen the mechanisms 
for continuous analysis and reevaluation of opportunities ~nd alterna
tives as production and market conditions change. Extension of the pro
ject through June 30, 1976 will provide the opportunity to expand this 
capacity beyond research conception and execution to implementation. 

Elabor•tion of initial project purpose and products is contained in 
the original project statement of February 7, 1972 (copy at-ached)~ 

3. Significance and Rationale 

a. Relation to AID objectives 
I 

This project will forge linkages am0ng the Philippine Bureau of 
Agricultural Econon:ics, the Agricultural College of the University, and 
the Economic Research Service of the U.S. Department of Agriculture. It 
will assist Philippine professionals in drawing on research information 
for position papers on importa~t policy alternatives. And they will do 
this on important and significant problems facing the host country, the 
AID Mission, and the U.S. generally. It will be congruant with AID ob
jectives to strengthen host country capacities to analyze alternatives 
and assess priorities in relation to important agricultural development 
issues. 

This project will contribute to AID objectives by assisting develop~ 
ing countries in formulating and implementing agricultural development 
strategies and policies in view of changing production, market and trade 
opportunities. Information has not been available to develop and appraise 
farm prodction programs in an international contextc Present programs are 
largely developed by considering individual countries as separate entitieso 
This project will analyze diversification options and production potent
ials in the Philippines and evaluate these potentials in a trade and de
velopment context. Thus, policy makers will be able to evaluate policies 
and programs after considering internal production possibilities and the 
production and trade prospects of other countries. Developing economic in
telli3ence of this nature is essential if country pla~ners and AID advisors 
are to effectively develop programs and strategieso This project will de
velop and demonstrate the procedures by which an LDC can assess the choices 
ivailnble and make more logical and integrated·politicaJ 1ecisions among 
:hese alternatives. 

Ill 
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b. Relation to Existing Knowledge 

The first phases of t~is project drew heavily on research already 
comp!cted or underway. Considerable emphasis.was placed on bringing 
all this information together in such away that data gaps were obvious 
and plans for filling these gaps could be developed and executed. 

There is considerable information available on this topic in the 
Philippines and elsewhere. It has been compiled and analysed in a un
iform and systematic manner during earlier phases of this project. The 
informati.on gem~rated from this extension of the project will improve 
the ~~ality of data available for decision makers and also further re
fine the collection of primary data useful for policy analyses. The 
availability of relevant data depends to a large extent upon th~ country 
and connnodities being considered. This research in the Philippines will 
lead the way toward much more relevant country studies than have been 
done in the past. 

4. Plans for Research Linkage 

Research undertaken during this last phase of the agricultural div
ersification and trade project and that completed during earlier phases 
is directly related to other projects of ·rt.B. The results of the NCSU 
~ontract eds 3632 directly complement this research project by provid
ing another test of apprcpriate methodology and an alternative pro
duction and marketing systems and related policies. Resultr. of this 
project are also directly related to the farm income project of the 
USAID Philippines Mission. Mission personnel are developing plans to 
integrate procedures and findings of this project into o3-going pr~
grams. There is continual dialogue and direct mutual participation in 
this project by AID/W, USDA-ERS, Philippines Department of Agriculture 
and Natural Resources, International Rice Research Inst1tute, The 
World Bank, The Asi~n Development Bank and others. A workshop has been 
held on various issues of Agricultural Diversification and Trade with 
representatives of these organizations ih attendancee A second seminar 
is planned to present the procedures and finding of this project to in
terested agencies and individuals from other LDCs. Details of this 
seminar are currently being planned by USAID Philippines, USAID/W, 
USDA-ERS and various agencies of the GOP. 

5. Plans to Facilitate Utilization 

Effective utilization of the products of this research depends upon 
the availability of adequately training personnel. The Philippines 
Department of Agriculture and Natural Resources, USAID/Philippines, 
AID/W and USDA have developed a plan for training participants in nec
essary skills. In addition, active involvement of participants in all 
phases of tqe project has been and will be diligently persued. 
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Much of the utilization will occur through major. interaction with 
host country decision makers and through host country colleagues, with 
U.S. perso~nel playing a minor role. A series of reports will be pre
pared at strategic intervals, when policy decisions are due, as inter
nal documents for decision makers and utilizing the best evidence then 
available. These probably will be for limited circulation. 

In addition to the host co1.h _ i utilization, AID is concerned 
that the uses of this kind of research collaboration and network of re
lationships be considered in other countries, and by decision makers 
who are concerned in having a flow of policy related information coming 
to them. For this reason, it is planned to have additional research 
seminars, while the work is going on, to include a variety of LDC senior 
researchers and administrators. 

In addition ot the position papers discussed above, there will be 
published reports at the end of each phase of the work plan. The ,e will 
be available for use both within the country and by research workers and 
development organizations in other countries. 

6. Management Considerations 

A. The Department of Agriculture and Natural Resources will con
tinue to p~ovide data collection, analysis, clerical and certa5~ ot~~ 
support se~vices. USAID/Philippines will provide consultant services as 
they are determined necessary, certain other support services and part
icipate in development of the planned seminar on project results and use. 
USAID/W - TAB will provide support outlined in the attached preliminary 
oudget. 

B. Dr. Arlo Minden TAB will serve as project coordinator along 
with Dr. WD Faught USDA-ERS. Dr. Frank Sheppard USAID/Philippines and 
other mission staff will also participate in management responsibilities 
as will designat~d administrators of the Philippines Bureau of 
Agricultural Economic (BAE). Principle investigators will b~ Dr. David Kunkel 
USDA-ERS anJ Mr. Jess Alix Acting Director, BAE. 

c. fThe original project was developed in close assccfation with 
the EA Bureau6 The writing of the workplan and other activities included 
much interaction with USAID/Manila, and several debriefing meetings, upon 
returning to Washington. On several occasions, at least as early as 
January 1971 SEADAG Seminar, the Undersecretary of Agriculture emphasized 
the great importance he gave to infot11lation on diversification alterna
tives. 
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In short, the original project was worked out with extensive dis
cussions with the Mission, the BAE and UPCA, aTd inter3ction with the 
then EA Bureau in ~ashington as were the con-·~tions of this proposed 
extension. 

The original project was reviewed at: length by RIGC and RAC in 
March and April 1971. Part of the discussion was concerned with the 
size of the task compared with the resources requested, and the absence 
of a finn methodology. The answers given were that additional resources 
would be expected from the Philippines; and that to be truly cooperative 
the workplan and methodology had to be developed jointly in the Philippines. 
The RAC decision was to fund the planning activity, and tev!ew the project 
as developed through this process. The project presented here is the 
result of that process. It was discussed at a RIGC meeting on December 3, 
and forw~-- .ed to RAC with the specification that two additional statements 
be prepared. One was a review of the status of the other two projects on 
Diversification and Trade. The other dealt with anticipated ways in which 
progress on and the results of this work would be brought to the attention 
of other interested parties. These statements were provided. 

The original project was reviewed at length in February and June 1974a 
It was determined that good progress had been made to date but that numerous 
unanticipated problems i.e. high staff turn-over and significantly reduced 
rice production in the Philippines etc. had r~tarded progresso Initial re
view by RIGC and RAC in 1971 indicated concern for the size of the task and 
funding requested. 

It was jointly detennined in June of 1974 that original goals and ob
jectives remained valid but additional professional inputs would be required 
to complete the original objectives and give adequate consideration to 
numerous additional policy alternatives which have been proposed since the 
project was initiated. That professional input is being. provided·c.urrently 
by USDA-ERS consultants. The consultants report will be filed November 1974. 
Staffing and participant traf ning has been scheduled to insure necessary 
professional capacity to utilize the research products on a continuing basis. 
The plan is presently being prepared by DAE, USAID/Manila, and USDA-ERS. 

The project will be reviewed at regular intervals both on-site and in 
Washington based.on published materials and reports and personal inspectiono 
An evaluation will be conducted at the conclusion of the project. 

7. Research Design, Methodology and Plans 

The research design and methodology specified in the original pro
ject state·ment February 1972 remain valid for the period July 1, 1975 -
June 30, 1976. Analytical procedures developed during the first phases of 
the project will be expanded where necessary to test their applicability to 
a variety of agricultural policy issues using several often conflicting ob
jective functi~s. Ancillary computer'software will be developed i.e. 
matrix generator, report writer, small scale simulation etc. to facililate 
efficient day to day utilization of the rcs~arch produ~t. 

I ;l./ 
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The work plan for FY 75 included herein provides the rationale for 
the work plan FY 76 covered by this project statement. 

A work plan for FY 1975 and 1976 is outlined below, together with 
the expected time schedule. A proposed budget for the PASA is presented 
following the work plan statement. In addition to one fulltime resident 
economist, the proposal provides for a total of 235 ma.n-days for consult
ants. 

Several of the problems (noted in the preceding sectj.on) have slowed 
progress and the present development of the project is several months be
hind the originally planned scheduleo However, the solution of the pro
blem of develo~ ng suitable land classification information and the im
provement in staffing has permitted a substantial increase in the rate of 
development in recent months. The proposed schedule outlined below 
appears attainable. 

- Incorporate recommendations of the review panel. 

- F\lrther develop the paper on problems to be analyzed with the 
programming model, limitations of analysis and identification of problem 
areas related to the project objectives which may require~different 
approaches. 

- Discuss and develop the proposal by Leo Gonz~les for thesis integra
tion with the programming model. 

August 

- Provide a draft outline of the fiual report to W .. A. Faught (ERS) .. 

- Begin a 6-week TDY of a consultant or consultants that has had ex
perience in developing and using programming analysis in less developed 
nations td review model plans; to evaluate input data; to advise on model 
maniputation for specificed policy options; to assist and appraise uses and 
limitations of the model for general policy analysis; and review the work 
plan.· 

- Complete the demand analysis and derive separable demand functions. 

- Comp.:.ete specification and begin a :review by knowledgeable persons 
of productivity levels by commodity, by season, by land class~ and by type 
of enterprise where relevant for base period analysis. 

- Associate required inputs to obtain levels of putput specified. 



September 

- Pt·ovide TAB with an outline of the final report for review and 
approval. 

- Comp:ete estimation and collection of transfer costs and mis
cellaneous other data for the modelo 

- W. A. Faught (ERS-TDY) to discuss and revfow consultants re
commendations. Plans should also be made at this time fer subsequent 
visits of consultants. 

- Luther Keller of University of Tennessee (TDY) to be involved 
with discussion of model direction and agreement on plans for integration 
of Leo Gonzales dissertation work into the model. 

- Bring in local consultants to help develop needed analysis for 
investment activities in the model. 

October 

- Integration of suggestions made by consultants for model and 
completion of model specification. Develop revised wo1:!c plan if required., 

~ Be~in deriving projectior.s and develop other analysis needed for 
1980 period as well as intermediate periods if required. 

November 

- Complete coding and punching of data for base period analysis 
and initiate debugging. 

~ Obtain trail runs for base period runs. 

- Specifications of work on model while D. E. Kunkel is on home 
leave• 

- Complete draft write-up of demand analysis and projections. 

~ Complete draft write-up of historical supply response analysiso 

a Complete assembly of 1980 data, code and puncbo 

a Training begins for four ADAM personnela 

/ . .JJ. 3 
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February 

- D. E. Kunkel 10 days in W. hington for consultation with USDA 
and TAB on progress of the project; return to Manfla around February 15. 

- Complete the analysis of base period runso 

Match 

- Begin trial runs for 1980 period of specified policy options 
in working paper "A Programming Model of Philippine Agriculture" and 
pre-recommendation of consultant. 

~ Mid-March con:>ultant returns for up to 4 weeks to review program 
development and help in completing necestary runso 

April-May 

- Complete analysis of computer results, make additional runs 
as required and begin write up. 

- Obtain services of a consultant to assess all work under Projeet 
ADAM and means of combining fvr simulation or other types of analysis in 
additional work areas. 

Develop plans for any additional analysis to be undertaken in 
FY 76. 

Q Complete draft write-up of results from programming mo~el analysis 
to date .. 

July-August 

Conference involving Philippine participants, consultants 
from USAID, and other interested parties to review results and develop 
recommendations fo·r additional computer analysis in near future as well as 
longer run ar~lyses needed. 

October 

- Complete additional computor analysis suggested at conferences 
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December 

- Revised draft of report summarizing results of all research 
undertaken by all participants of project ADAM. 

January·l through June 30, 1976 

Cooperate with Philippine co~leagues in refining and modifying 
model and using it in analyses to appraise changing conditions or add~ 
itional policy options; and to complete internalization process necessary 
to firmly establish use of approach in the Philippine~. Report to AID 
incorporating major results from Project:··· ADAM; appraisal of methodol= 
ogy; evaluation of institution-building achievements; and possible future 
utilization of approach in the Philippine and other less developed 
countriese Present seminar on procedures, results and utilization. 



FORMAT FOR WORKPLAN/CONTRACT.BUDGET AND LIFE-OF-PROJECT COST ESTIMATE 

First Two Fiscal Years 
Man Est'd Man Est'd 

INPUTS Mos .. Cost ~ cost FY 1976 -
l. Salaries 12 30, 0001-* 

2. Consultants 6 24,000** 

3., Fringe Benefits 3,000** 

4. Overhead 25% 37,500** 

5. Travel and Trans~ 23,000** 

6. Allowance 2,500** 

7. Other Dir. Costs 

s. r:'quip., Vehicles 
Materials & 
Supplies 25,000** 

9. Pub lie a tions 1,000** 

10 Subcontracts 

11 Oth!r Direct 
Costs ·4,000** 

Total Costs by Inputs 150 150 

**Illustrative 




