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PROJECT AUTHORIZATION

Name of Country. Nicaragua
Name of Project. Private Agricultural Services
Number of Project. 524-0315

1. Pursuant to Section 531 of the Foreign Assistance Act of
1961, as amended, I hereby authorize the Private Agricultural
Services Project for Nicaragua involving an initial obligation of
One Million Five Hundred Thousand United States Dollars
($1,500,000) and involving total planned obligations not to
exceed Seven Million United States Dollars ($7,000,000) in grant
funds over the period from the date of obligation through a
Project Assistance Completion Date of August 31, 1996, subject to
the availability of funds in accordance with the AID/OYB
allotment process, to help in financing foreign exchange and
local currency costs for the project.

2. The project consists of two Cooperative Agreements: 1) a
$4.6 million cooperative agreement with the Union of Agricultural
Producers of Nicaragua (UPANIC) to fund agricultural services for
private agricultural producer associations, and 2) a $2.4 million
cooperative agreement to the Nicaraguan Association of Producers
of Nontraditional Exports (APENN) to promote production of
nontraditional exports in the country.

3. The Project Agreements, which may be negotiated and executed
by the officer to whom such authority 1s delegated in accordance
with AID Regulations and Delegations of Authority, shall be

subject to the following essential terms and conditions, together
with such other terms and conditions as AID may deem appropriate

A. Source and Origin of Goods and Services

Commodities financed by AID under the Grants shall have thear
source and origin 1in the United States or in the Cooperating
Country or 1in any other Central American Common Market country,
except as AID may otherwise agree i1n writing. Except for ocean
shipping, the suppliers of commodities or services shall have
countries which are members of the Central A..erican Common
Market, the Cooperating Country, or the United States (AID
Geographic Code 000) as their place of nationality, except as AID
may otherwise agree 1n writing. Ocean shipping financed by AID
under the Grant shall, except as AID may otherwise agree 1in
writing, be financed only on flag vessels of the United States.
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B. Conditions Precedent to Disbursement

1. Prior to the disbursement of funds under the Project with
exception of funding for technical assistance directly
contracted by AID, UPANIC and APENN will demonstrate to AID
that 1t has the accounting, procurement, and administrataive
systems and related internal controls in place to be able to
manage the funding provided under this Project.

2. Prior to the disbursement of any funds under the Project for
the procurement and/or use of pesticides under this project,
including technical assistance in pesticide management, is
prohibited until an Environmental Assessment (EA) focusing
on pesticide use and covering those crops targeted for
assistance under the PAS Project has been completed and
approved by the LAC Bureau Environmental Officer, pursuant
to A.I.D. Environmental Procedures, 22 CFR 216. Project
implementation plans will be modified, as appropriate, to
incorporate recommended mitigative measures developed under
the EA. These stipulations are limited to the above area
and should not be construed to prohibit the initiation and
implementation of other project components that will not
have potential significant impacts on the environment.
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Mission Director
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I SUMMARY AND RECOMMENDATION
A. Summary

After a decade of an adverse political and economic climate,
private agricultural producers in Nicaragua still face a number
of constraints in increasing their productivity to pre-1979
levels. These constraints include: limited access to technology,
inputs, and information; ineffective producer-market linkages;
high input costs; limited access to credit; uncertain land
security; and continued reliance on single crops with volatile
markets leading to unstable farm incomes and inability to attract
proper investment capital for thear farms.

USAID has designed a Private Agricultural Services (PAS) Project
with three basic components to assist praivate producers in thear
recovery efforts, i1ncrease agricultural production, and increase
foreign exchange earnings. The goal of the Project is to
increase the stability and incomes of private agricultural
producers 1in Nicaragua. The purpose 1s to strengthen private
agraicultural organizations in order to improve agricultural
productivity. The three components are: institutional
strengthening of the Nicaraguan Union of Agricultural Producers
(UPANIC) and 1its affiliate commodity federations and local
producer associations; funding services to increase on-farm
productivity; and agricultural export promotion to diversify
productaion.

An umbrella mechanism will be set up within UPANIC to provide a
package of basic institutional strengthening grants to all of the
commodity federations and local associations under the UPANIC
umbrella. This package w1ll help the associations re-establish
themselves at a minimum level of operation (extensionist,
association store, vehicle) to begin to build up to their former
level of membership and service provision The activities funded
by the subgrants will have to be justified 1n a proposal showing
how the activities would help the association regain its
membership and operability and be sustained by the association
after the inatial grant. A long-term contractor will assist
UPANIC set up a management unit to assist the local associations
1n developing proposals for services and administering the
subgrants. The grants would be made available to all of the 46
local associations and commodity federations within UPANIC on a
non-competitive basis so as not to penalize the weaker
assoclations which have not fared as well as others in the
adverse political and economic climate of the last decade

In addition to the local associations, UPANIC will receive
institutional strengthening assistance to recover and expand its
representative and policy dialogue activities for the
agracultural sector. 1In designing the package for UPANIC, a
strong emphasis has been placed on the ability of UPANIC to



finance 1ts own costs after the life of the grant through
increased membership dues

A series of productivity grants will be made available on a

competitive basis to the producer associations to fund services

which directly increase farm productivity such as extension and

veterinary services, input stores, marketing assistance, .
introduction of improved varieties, small infrastructure

improvements, training, etc. The proposals will be judged on the

criteria of increased productivity and sustainability of the .
services. The commodity federations (federations of the local
organizations for coffee, cattle, cotton, etc.) will be eligible

for these subgrants as well, but they will have to justify

supplying services at the federation rather than the local level

(e g. where there are returns to scale for a service). These

subgrants will also be administered by the project management

unit to be established in UPANIC discussed above.

Assistance will be provided through the Nicaraguan Association of
Non~traditional Export Producers (APENN) to help farmers
diversify to non-traditional agricultural exports (NTAEs) to
provide more stable farm incomes and increase Nicaragua's foreign
exchange earnings. Activities for this component are the
development of a market information center, the provision of
extension and marketing services for specific export crops, and
the provision of a variety of training and technical assistance
on aspects of export crop production and marketing Assistance
wi1ll be directed both at the individual farm level and through
the local producer associations. The technical assistance
contractor for the Project, which will be obligated under the
APENN agreement and directly contracted by AID, will provide TA
and purchase the necessary equipment for the APENN activities

A summary budget of the AID contribution to the Project 1s as
follows {(in 000)

Subgrants $3,500
UPANIC Institutional Strengthening $ 423
UPANIC Project Management Office $ 497
Project Technical Assistance $1,455
APENN Activities $ 945
Evaluations/Audits $ 180 ~
TOTAL $7,000
B Recommendation v

The USAID/Nicaragua Project Development Committee has determined
that the proposed activities are technically, administratively,
economically, and soclially sound. The specific analyses carried
out dur.ng the intensive review indicated that all identified
obstacles can be overcome. It 1is the committee's judgement that
the Project, as designed, can and will achieve 1ts purpose



II PROGRAM FACTORS
A Conformity with Host Country Strategy

In recognition of the central role which the agricultural sector
plays in the Nicaraguan economy, the new government has
established the reactivation of agricultural production as one of
1ts highest priorities. According to the Ministry of
Agriculture, this reactivation will entail increasing land
utilization and improving productivity in order to eliminate
Nicaragua's need to import basic grains, and to increase its
capacity to export traditional and non-traditional agricultural
products.

The new Government of Nicaragua has set out to overcome the
distortions and i1nefficiencies caused by excessive state
involvement in all sectors of the economy during the past 11
years. While public institutions continue to be involved 1in the
allocation of credit and inputs, marketing and production, the
GON 1s committed to a program which encourages private sector-led
growth and seeks to minimize state interventions in the economy.
This reform effort will require time and a concerted effort to
overcome an entrenched opposition with vested interests in
maintaining the status quo.

As part of this concerted effort, the GON proposes to promote
private sector agricultural production, commercialization and
industrialization, maintaining only the roles of facilitator and
regulator for the state. As the policy environment becomes more
attractive to private farmers, their commodity-specific
federations/associations and national organization (UPANIC) must
be prepared to play an expanded leadership role in representing
their interests and providing much-needed technical/management/
marketing assistance on a local level. Developing this capacity
1s a primary objective of this Project.

B Relationship to AID Country Strategy

The key element of USAID/Nicaragua's country strategy i1s to
promote broad-based sustainable economic growth. USAID/Nicaragua
has articulated a number of strategic objectives designed to
support economic growth in i1ts CDSS submission (June, 1991) which
are directly addressed by the PAS Project. The strategy places
primary emphasis on revitalization of the private sector and
1dentifies agriculture as the early sector focus for the CDSS
period. The strategic objectives identified to support growth
1nclude 1increased i1nvestment, improved productivity, lncreased
participation in the economy, increased sales from a diversified
productive base, and improved productive and extractive
practices. Thas project addresses each of these objectives 1in
varying degrees and complements actions to create a policy

framework supportive of private sector growth in the agriculture



sector supported through cash transfer assistance and Food for
Progress agreements In particular, the project will improve
productivity through support of technology transfer and improved
provision of inputs. It will also be a primary means of
addressing diversification and improved export performance
through 1ts support for non-traditional agricultural exports.

PAS supports the strategy's focus on the private sector by
directly supporting the development of private sector entities
which can play a critical role in the recovery and growth of the .
agriculture sector. This will be accomplished by improving the
service delivery capacity of UPANIC and its member federations/
associations and APENN, thereby enabling private producers in the
agricultural export sector to take advantage of recent policy
reforms and increase agricultural production, employment, and
foreign exchange earnings. This Project 1s also consistent with
the Central American Regional Strategy which emphasizes the
strengthening of private sector organizations to increase
production and promote trade and investment; stimulating
agricultural production and trade; and increasing non-traditional
exports. Likewise, support to the local and national level
associations will strengthen them as a representative voice 1in
the nation's democratic process

Finally, in conformance with AID Policy Determination #15, this
Project will not provide support for the production of
agricultural commodities for export which would directly compete
with U.S. exports of similar commodities, or have a significant
impact on U § exports.

C. Other Donor and USAID Activities

Other donors involved in the sector are almost exclusively

assisting the agrarian reform cooperatives in the National

Farmer's Union (UNAG) set up by the Sandinista government on

confiscated land to generate political support among the rural

sector. Nordic and European development agencies, for instance,

provided significant support to the UNAG cooperatives to promote
non-traditional agricultural exports (NTAEs) for Canada and

Europe. The results were largely negative because of high

transportation costs and the inability to produce the consistent

volume and quality that the European and Canadian markets -
require. Despite significant support from the government and

other donors over the last decade, the UNAG cooperatives are

bankrupt and continue to be heavily politicized. "~

In the traditional agricultural sector, Sweden continues to
assist UNAG cooperatives with a $30 million grant for the ECOPEDA
supply store network serving 1ts cooperative and collective
enterprises. 1In the traditional agricultural sector, this tends
to give advantage to the non-private agricultural producers. It
1s felt that support to the UPANIC associations through this
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project will help create an alternative for small farmers to find
a less politicized and more productive mechanism for the services
they need to operate their farms

In the non-traditional agricultural sector, Sweden has a NTAE
credit (both dollar and cordoba) line called FOPEX based in the
Central Bank/FNI that largely financed the successful 1991 melon
export crop in combination with APENN/PROEXAG technical
assistance. The EEC continues to finance a small farmer coffee
diversification project that has officially asked for close
collaboration with APENN. The UNDP is also offering assistance
in conducting feasibility studies for potential NTAE crops.
APENN may be able to take advantage of these other donor efforts
and even leverage direct support from them.

Other USAID activaties complementary to this activaty are the
balance of payments program already mentioned above and several
other discrete Mission Projects. The Natural Resource Management
Project (524-0314) will have a component for integrated pest
management and pesticide monitoring to provide the overall
framework for pest control in the country. Training to farmers
in pesticide use for non-traditional agricultural exports through
APENN in this Project will be complementary to this effort.
Additionally, the NRM project will have a sustainable natural
resource use component focusing on sustainable extraction and
renewable production of resources including agricultural exports
in forests and wildlands. The Mission's Development Training
Project (524-0318) will provide a variety of training
opportunities to a broad sector of leaders and professionals 1in
Nicaragua to help ameliorate the shortage of trained
professionals and leaders 1n the country. It 1s anticipated that
some of the officers and/or staff of the associations under
UPANIC w1ll benefit from this training.

Success of the APENN component of this project 1s conditioned on
the continued availlability of technical assistance from the
ROCAP/PROEXAG project which will end in September 1991. ROCAP 1is
already working on the design for a follow-on project and there
may be an up to 6 month hiatus for APENN Alternative
arrangements for technical assistance for this period have been
made under this Project USAID/Nicaragua will also negotiate
with ROCAP a special status for Nicaragua in the PROEXAG follow-
on to make up for the absence of support for Nicaragua in the
first 5 years of the project

Nicaragua 1s also the beneficiary of a special $2 million
amendment to the ROCAP LAAD project for investment in NTAE
activities. Finally, the Mission is developing a Pravate Sector
Support Project that will support the private sector in
developing praivate banking functions, investment promotion,
policy analysis, and export promotion--all complementary and
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important for the success of the activities supported under thais
Project

III. PROJECT DESCRIPTION
A. Background

Historically, the Nicaraguan economy has been based on
agricultural production. Traditional products have been consumed
internally (corn, beans, rice, potatoes, yucca) and provided
export earnings (coffee, sugar, cotton, beef). These and other
traditional products, as well as non-traditional crops, represent
the most important source of Nicaragua's potential wealth.
However, the anti-growth policies implemented by the Sandinistas
during the past decade, civil war, and unfavorable prices on the
world market have had disastrous consequences for agricultural
producers. In the ten years that preceded the democratic
election of the UNO Government, coffee, cotton, irrigated rice,
and beef production declined significantly. 1In 1989, the value
of Nicaragua's principal agricultural exports was only half of
the 1979 value According to Ministry of Agriculture data, per
capita consumption of corn, beans, rice, and chicken was less 1in
1989 than in 1981. This decade-long decline 1in agricultural
production and the rural standard of living, as well as the
concentration of the means of production in inefficient state
enterprises and public sector cooperatives, has created a
generalized state of instability and uncertainty within
Nicaragua's agricultural sector.

B. The Problem

Prior to 1979, the private agricultural sector in Nicaragua was
perhaps the most productive and best organized in the region.
Several private cooperatives and commodity-specific national and
local associations provided an array of services for member
farmers. In 1979, UPANIC was formed as an umbrella of the
cotton, livestock, and coffee federations. UPANIC 1s now
comprised of six active national federations and approximately 40
base-level associations/cooperatives, representing their
1nterests as a member of the Consejo Superior de la Empresa
Privada (COSEP). Association members represent between 60 and S0
percent of commercial farmers and produce a large percentage of
Nicaragua's most i1important agricultural goods. (Approximately 40
percent of coffee, 50 percent of cotton, 30 to 50 percent of
rice, and 50 to 70 percent of beef.)

The decade of state monopoly and general instability of the
agricultural sector described above directly affected private
producers and the associations these producers organized to
provide themselves with the necessary services to work thear
farms. The new government has ended the monopoly control of the
state over the agricultural sector and made some of the necessary



changes to enable private producers to make their farms
productive again. A number of sector wide constraints continue
to exist, however, which limit the ability of private producers
to recover farm productivity as follow:

1. Outdated Production Techniques and Limited Access
to Information on Technoleogy and Inputs

During a decade of Sandinista government, the state displaced the
market as the primary allocator of agricultural inputs. Due
mainly to a shortage of foreign exchange and the disruption of
normal trade relationships, the quantity of productive inputs
imported by Nicaragua fell sharply and goods were channeled
through government entities to inefficient collective and state-
owned enterprises. Furthermore, Nicaragua's isolation from its
traditional trade partners restricted private sector access to
normal and necessary flows of technical (applied and scientific)
information. The result 1s that Nicaragua production technigues
and technologlies are ten years behind those of the rest of
Central America.

2. Ineffective Producer-Market Linkages.

Events of the last decade 1n Nicaragua have disrupted private
agricultural producers in their relations with their traditional
markets. The U.S. market was closed to Nicaraguan exports
through a period when neighboring countries were able to develop
a viable NTAE sector through the producer-market linkages
encouraged under the Caribbean Basin Iniiiative. All exports
passed through Sandinista~-controlled trade monopolies at
artificial prices. Sandinista policies distorted the prices and
trade patterns of domestically-consumed commodities as well. As
part of 1its efforts to permit the market determination of prices
and free trade, the new Government of Nicaragua (GON) has
committed 1tself to license private operators in foreign trade
activities. However, 1nadequate producer-market linkages
continue to constrain agricultural growth.

3. Availability of Production Inputs

Availability of fertilizer, spare parts, and other agricultural
inputs 1s limited and costs are much higher than in other Central
American countries. This 1s due 1n part to importer/
wholesaler/retailer hedging due to inflation, higher financial
transaction costs for i1mports because of the lack of commercial
credit and private banks, and heavy, i1nefficient government
intervention and in some cases, monopoly, on input importation.
It 1s also due to the 1inability of the country to earn sufficient
foreign exchange to buy production inputs, most of which must be
imported.



4. Limited Access to Credit/Capital.

While 1t 1s anticipated that the change in government and
improved policy environment will encourage the repatriation of
capital, the lack of investment credit remains a praimary
constraint to growth in the agricultural sector Largely as a
consequence of the inefficient, constitutionally-established
state monopoly on banking institutions, credit for private sector
agricultural investment has been effectively choked off for
years, contributing to widespread decapitalization of the sector.
While financial sector reforms are on their way, the availability
of sufficient credit for the sector is still a major constraint.

5. Uncertain Land Security.

Despite a commitment to return "unjustly" expropriated land to
its original owners, the GON has yet to establish an effective
system of resolving land disputes and enforcing legal actions.
Meanwhile, land and businesses have been seized by groups
associated both with the Sandinistas and the former National
Resistance.

6. Monocrop Farming of Traditional Products

One of the critical problems that other countries in the region
have been able to address over the last decade has been monocrop
farming of traditional crops leaving farmers and the nation as a
whole subject to unstable incomes because of volatile markets and
reliant on export markets constrained by quotas and other
factors. Nicaragua's praincipal agricultural exports of cotton,
coffee, and beef are all subject to these problems Other
countries i1n the region have been able to reduce income
vulnerability, increase overall income in the agraicultural
sector, and increase foreign exchange earnings by diversifying
into hagh value non-traditional export crops If Nicaragua's
agraicultural producers do not move 1in this direction, the sector
wi1ill continue to be plagued by unstable incomes and a lack of
foreign exchange to buy the necessary inputs to increase
productavity.

C. Project Goal and Purpose

The goal of the Praivate Agricultural Services (PAS) Project 1s to
increase the stability and incomes of private agricultural
producers in Nicaragua. The purpose 1s to strengthen private
agricultural organizations 1n order to improve agricultural
productavaity.

D. Project Components

The project will seek to assist local and national associations
become more capable of responding to the needs of private
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agraicultural producers in technologies, production inputs, market
information, marketing assistance, diversification, and political
representation and influence. Local associations are the direct
provider of services with a direct impact on productivity.
National commodity-specific associations/federations give
important representation and direct support to their local
associations and also provide some services directly related to
productivity. APENN is a national level producer association
providing specialized assistance for diversification to non-
traditional agricultural exports with a direct impact on
productivity. UPANIC provides the central influence and voice
in national policy-making on behalf of private agricultural
producers, as well as information on product markets and
production input imports and supplies. The project will be
implemented through these different levels of associations.

In order to appropriately reach the different levels of
associations discussed above, the Project has been divided into
three discrete components. The first two components will provide
assistance to UPANIC and 1i1ts affiliates in traditional
agriculture through a cooperative agreement and the third
component will provide assistance to APENN for non-traditional
agricultural exports through another cooperative agreement. A
descraiption of these components follows. A long-term contractor
wi1ll provide technical assistance for all three components.

1 Institutional Strengthening of the Associations

Though UPANIC, the federations, and the local associations, have
continued to provide services and have survived as dynamic
representatives of private producers, they have been unable to
maintain/replace equipment, facilities, or vehicles. The
Sandinistas targeted UPANIC and PAO resources for confiscation,
particularly those resources previously donated by AID. This
decapitalization has reduced the effectiveness of the
associations to represent their members and provide other
productive services. As a result, active membership has fallen
and the income of the associations has declined. 1In order to
increase producer productivity, the local associations,
federations, and UPANIC must develop the institutional capacaity
to provide a minimum level of service. This institutional
capacity will facilitate an increase of membership and enable the
associlations to attract further funding for other kinds of
productive services not provided through this Project.
Institutional strengthening grants of two different types will
thus be provided: a series of smaller grants to the federations
and local associations and a larger grant for UPANIC

a. Local Associations and Federations

All of the local associations will be eligible for instaitutional
strengthening subgrants of up to $50,000 i1n order to provide a
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minimum level of service and representational capability to their
membership. In addition, the commodity level federations will be
eligible for these subgrants 1f the federation has sufficient
member assoclations to justify carrying out a program at the
federation level. These subgrants will be provided on a
noncompetitive basis in the sense that all of the associations
will be eligible provided that they write a proposal and present
a feasible plan for the use of the subgrant. The criteria for
justification and the procedures for allocating these subgrants
is described in the Technical Analysis in Annex E.

Since the purpose of the subgrant is to respond to the individual
needs of very different associations, it is not possible to
define precisely what activities the subgrants will fund.
Examples of likely activities that will be funded under subgrants
include:

-- Restoration/up-grading of facilities -~ including painting,
repairing, and enlarging of buildings, development of
meeting or conference rooms, etc.

- Purchase of vehicles, to provide technical services to
farms, to transport members to national or regional
meetings, to transport supplies and equipment, etc.

- Purchase of office equipment, including typewriters, fax
machines, personal computers and printers, etc.

- Training and the purchase of communications materials.

- Salary support for technical personnel (see lamitations,
below).

- Logistic support for technology transfer programs.

- Working capital to replenish inventories of input supply
stores (see limitations, below).

- Capital contributions toward purchase of equipment or
machinery for commercial services (sse laimitations, below)

- Material and logistic support for limited applied research
- Representational services (for the commodity federations)

It 1s important to note that individual subgrants to any single
organization will be limited to support for three of the above
activities. This is done to make the subgrants manageable and
enable UPANIC to easily account for the funds. Likewise
procurement of goods and equipment will be directly done by
UPANIC pooling procurement-needs across a group of several
subgrants. This 1s further discussed in section E.2 Technical
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assistance will ke provided directly from the UPANIC Project
Management and Support Office (PMSO) (described in Section

I1I Ela) to individual associations and federations for the
preparation of subgrart proposals. Additionally, technical
assistance will be provided to the associations and federations
in implementing the subgrants.

i) Training Plans

For lack of funding and access over the last decade, the local
associations and commodity federations were unable to maintain an
inflow of new ideas/information or to adequately disseminate
technology. Experts (economists, agronomists, veterinarians,
marketing specialists etc.) could not be financed and outreach
programs were pared back. The thin layer of quality technicians
and managers currently available in these organizations (and
within Nicaragua as a whole) must be expanded in order to rapidly
transfer new technology to private producers. Small amounts of
training may be conducted in this Project under the individual
subgrants, however, the Project will not be able to fund the
levels of training needed to update the technology and know-how
in the local associations and federations after a decade of
decline.

In oxrder to address this problem, one of the stipulated
activities for the institutional strengthening grants to the
federations will be to develop a national level training plan for
its affiliated associations. With the assistance of the PMSO,
the federations will obtain input from their local associations
and consolidate these activities to develop a national level
training plan. The federations and UPANIC will then look for
resources from othes sources to fund training activities. The
types of training activities included in the plans will be short
courses, seminars, field days, etc., conducted in Nicaragua
covering a diversity of topics; farmer-to-farmer programs to re-
establish ties for technical information with their counterparts
in Central and South America and the United States; and
international and regional technical meetings and seminars on
topics that are identified as critical problems in Nicaraguan
agriculture.

1i) Reports and Data Ceollection

Each participating association and federation will be required to
provide various types of reports and data in order to receive a
subgrant. These are discussed in the monitoring and evaluation
plan but are briefly mentioned here as well. They include: a
registration survey that will provide basic data about date of
affiliation to UPANIC, numbers of members, amount and types of
member production, services, financial status, capital goods,
business enterprises, employees, etc. provided before receiving a
subgrant and updated annually; summary data from each association
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(using a random sample of their membership) on the scale of the
enterprise (number of manzanas, animal units, etc.), production
costs, prices, yields, where the product 1is marketed, use of
credit 1f any, and problems encountered in the production process
provided before receiving a subgrant and updated on an annual
basis; and finally, quarterly reports from the associations
receiving subgrants detailing the uses made of the funds
received, and the measurable results therefrom.

b. UPANIC

The second activity of this component will be to assist UPANIC to
develop a stronger technical orientation and a better ability to
communjcate with and coordinate assistance to its member
associations. UPANIC was formed as, and will continue to be, a
representational organization. However, its representational
role needs to change in the new political and economic
environment of the country. During the past ten years, UPANIC
has been a minority political voice in an adverse environment.
This resulted in a strong leadership in the private sector, but
also a primarily political and reactive orientation. The private
agraicultural sector is now closer to the mainstream of Nicaraguan
politics, and in the short- and medium-term, can expect to see
greater opportunities for development than during recent years.

An institutional strengthening package will be provided to UPANIC
to enable 1t to better represent i1ts members and become a leading
voice in agricultural policy formation. Activities that will be
strengthened within UPANIC under the Project are policy analysis
and -ommunications; identification and coordination of technical
support to member associations; identification and coordination
of market contacts, investment opportunities, and sources of
financing; development and maintenance of a base of technical and
financial data on the private agraicultural sector. Thas
institutional strengthening package will be managed and
coordinated separately from UPANIC's responsibility of managing
the additional resources for subgrants to the local associations
and commodity federations.

An agricultural economist will be hired with expertise in
agricultural economics, communications, and technical
agriculture. He will set up a data base and provide analytical
capability to UPANIC on important agricultural policy 1issues.
UPANIC currently has only vague data on even the number of
members in its affiliated associations. Data collection will be
done through the local associations as discussed above.

When the UPANIC associations have collected sufficient data and
the 2conomist has used it to build a data base and analyzed
policy issues, UPANIC will initiate programs of communjcations on
the results of this analysis, both within the membershap and-to --
the public in general. This will include newsletters, technical
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reports, and participation in radio programs, seminars, forums,
and meetings. These activities will be carried out by the UPANIC
board of directors supported by the Executive Secretary and the
agricultural economist. UPANIC's role 1in analysis and
communication will generally be limited to issues and problens
common to all or several of their affiliated associations.

UPANIC's services as a clearinghouse of market, financial, and
investment information will essentially involve a reaction to
opportunities as they are presented. Formal activities in
pursuit of investments and sources of financing, for example, are
unlikely to be cost effective on this scale. They will, however,
develop a slightly higher profile as a point of contact for
interested investors, foreign donors, technical cooperation
programs, etc., At the same time, their improved understanding
of and communication with their membership will make them better
able to recognize and react to these opportunities. To assist
UPANIC in this area, a small amount of funds has been budgeted
for direct contracting of technical assistance in this area.

Institutional strengthening for UPANIC will finance salary
support for regqular UPANIC staff and an agricultural economist,
basic office equipment, renovation of existing offices, and
limited operational and logistic support. The funding budgeted
for rent may be used for the purchase of office space if UPANIC
provide a sufficient justification and plan for such a purchase.

(2) Productivity Subgrants

The second component of this project will be to provide subgrants
to the PAOs for activities which directly raise farm
productaivity. These subgrants will be a maximum of $200,000 and
will be made available on a competitive basis with those
proposals demonstrating the highest economic returns receiving
the subgrant awards. These subgrants are intended for the local
association under the UPANIC umbrella, but where there are
returns to scale, groups of local associations or the federation
as a whole may receive a subgrant. Subgrants for the federations
or a group of three or more local associations which decide to
make a joint proposal may be for more ‘han $200,000 as allowed by
the Project Steering Committee (PStC, described in Section
III.Elb). No Grant may be for more than $400,000.

The subgrants awarded under this component are very similar to
the subgrants awarded under Component 1 but differ because of
their single focus on productivity, size, and their award on a
competitive basis. The selection criteria and allocation process
for productivity subgrants is contained in the Technical Analysis
in Annex E. As discussed in Annex E, these criteria and the
allocation process may be changed by UPANIC if 1t provides
sufficient justification. The design and implementation of these
subgrants will also be managed by the PMSO 1in UPANIC. Again,

v
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since the purpose of the subgrant is to respond to the situations
of different associations, it 1s not possible to define precisely
what activities the subgrants will fund. Some of the activities
eligible under the institutional grants will also be eligible
here provided they have a direct link to increases in farm
productivity. In order to provide benefits to as many
institutions as possible under this component and simplify
management of this component, these subgrants will be limited to
funding a single productive activity. Examples of activities
that could be funded under subgrants include:

Importation of improved bulls & bred heifers
Veterinary advice, medicines in association stores
Improved/renovated pastures

Improved fencing for pasture rotation

Artificial insemination scheme for herd upgrading
Water storage tanks in dry range areas

Production machinery pools

Technical assistance for crop production

On-farm trials of improved production systenms

Small soils laboratory for testing & advice

Pooled imports of agricultural chemicals & medicines
Expanded inventory in association stores to serve members

The types of activities that could be funded under a Grant for a
group of associations or the commodity federation as a whole
include regional extension services, national level plant/animal
genetic improvement (breeding) programs, training in production
or marketing, etc. These activities should complement the
activities of local association members, and would need to
demonstrate a rationale for their execution at a national or
regional level. Where there 1s a conflict or duplication between
national and local level services, the presumption of this
project is that, ceteris paribus, the local program would be more
effectaive.

(3) Daversification to Non-traditional Agricultural
Exports

The third and final comronent of thas Project 1s diversification
to NTAEs. Daversification of nontraditional agricultural exports
1s an appropriate response to the problems of volatile markets
for traditional crops and the lack of productaivity in the
agricultural sector because demand for nontraditional
agraicultural exports is growing worldwide and the high margins
associated with NTAEs generally provide hagher returns for
investments than traditional crops. For this reason, the
Nicaraguan Non-traditional Producers and Exporters association
(APENN) was formed in May of 1990 at the initiative of a few
visionary Nicaraguan producers who felt that Nicaragua needed a
new, not-for-profit entity aimed at promoting non-traditional
exports 1in general, particularly non-traditional agricultural
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exports. With the assistance of ROCAP's PROEXAG Project under
the guidance of the USAID/Nicaragua's Agriculture and Rural
Development (ARD) Office, APENN has already been able to promote
a two to three million dollar honeydew melon crop in its first
year of existence. It has also supported field trials in
asparagus, brambleberries, and exotic cut flowers.

The initial success of APENN and the potential of private
producers in Nicaragua in the NTAE area make support to APENN a
priority for investment. The strategy for supporting APENN is to
provide information and technical assistance tailored to the
needs of producers and enterprises, but with complementary
efforts at improving the macroeconomic climate. A primary
assumption of the design of this component is that APENN will be
able to continue sourcing high quality technical assistance
through organizations such as ROCAP/PROEXAG. Another key point
is that although the initial time frame for AID support is five
years it is understood that a longer time frame (10 to 15 years)
be required before viability and sustainability of a NTAE sector
can be achieved (a discussion of sustainability for NTAE
promotion institutions is contained in the Institutional
Analysis).

APENN w1ll be supported in four distinct actavaities:
institutional strengthening; market and technical information;
crop specific technical programs; and training.

a) Instaitutional Strengthening of APENN

The purpose of this activaty is to build the institutional b/
infrastructure necessary for APENN to carry out services required
by 1ts members to increase NTAE production. This activity will
also provide the capacity for APENN to act as a voice for NTAE
policy concerns with the government. APENN will i1dentify
important producer concerns in nontraditional agriculture and
inject these 1nto the public sector dialogue process. APENN wili
also dialogue directly with the GON or in combination with UPANIC
or FENIX on 1ssues of general concern to both traditional and
nontraditional agriculture.

Operating costs and salary support for APENN's general personnel
whaich includes the general manager, an accountant, an executive
assistant, and a bilingual receptionist will be provided to APENN
over a five year time frame under this component. Additional
equipment including a vehicle and a motorcycle, computers and
accessories, 1nformation equipment, and furniture will be
provided through the project technical assistance contractor.

b) Market and Technical Information

wInformation" is the single most important service that will
speed up the export process. The fundamental output of thas
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actavity will be increased numbers and/or size of deals made
between foreign buyers and local producers to produce and
purchase new export crops. Local producers will be able to
assess their ability to produce crops for specific markets and
foreign buyers will be able to assess what products they can
source from Nicaragua. The types of information needed are
different for foreign and local interests but fall into three
broad categories: 1) knowledge of what can be competitively
produced for export in Nicaragua and how, 2) knowledge of markets
and marketing, and 3) marketing contacts both inside and outside
the country.

A primary set of efforts will be directed toward APENN members by
, establishing a market information center which will include: a
computerized, international market-price data base system and a
reference library of market information, including information on
rapidly changing regulations and inspections procedures governing
admissability of agricultural products into the United States,
Europe, and Asia. The center will also develop with assistance
outside the Project a service that synthesizes and disseminates
this information to APENN members and others for a fee and a
"walk~in" information service that provides individvalized
reports on specific topics of concern.

Support for this area will include the purchase of information
equipment through the TA contractor; the purchase of information
materials; salary for an information and training department
manager, an information assistant, and a secretary; and technical
assistance.

c) Crop Specific Technical Assistar.e

As a natural follow on to the information activity which should
result in decisions by foreign buyers and local producers to grow
specific crops, APENN will develop, compile and provide extension
reference packages for production and marketing of particular
export crops such as melons, asparagus, ornamentals, etc. which
have proven market potential. The exact packages developed will
depend on the decisions of the farmers as to which crops they
want to produce. This grower demand driven assistance is a
crucial aspect of targeting APENN efforts.

Once a cratical mass of growers are accumulated that are
interested in specific crops, modules will be developed for these
crops. The description of a module can best be given by an
example such as melons where a module 1s presently being formed.
APENN will work with melon growers as a group and help identify
production, processing, transportation and marketing constraints
to viable and sustained exports. APENN is currently
concentrating on technical assistance for production to achieve
the export quality the market requires. Next will come efforts
to eliminate transportation and infrastructure constraints that



17

will allow direct exports out of Nicaragua through Atlantic ports
and access to pre-cooling infrastructure that will allow
diversification into cantaloupes. APENN will also disseminate
lessons learned to potential melon growers.

Potential crops that could be incorporated into modules include
melons, ornamentals, yucca, brambleberries, asparagus, cucurblts,b//
mangoes/papaya, tuberculos, fruit and vegetable concentrates. At
least five specific modules will be developed over the course of
the project. Pre-module type support will also be provided to
demonstrate that a new crop can be profitably produced. APENN is
currently conducting on-farm trials for asparagus,
brambleberries, and ornamentals with ROCAP/PROEXAG support.

APENN will assign its technicians to work with one or two modules
to develop and implement a specific strategy for increasing
production through elimination of constraints and incorporation
of new growers. Specific expertise to address the constraints
identified will be provided through the ROCAP PROEXAG II Project
and other non-Project sources.

AID Project resources will be used to hire an export crop progranm
officer and assistant to help develop and implement the various
modules. The TA contractor will purchase vehicles and provide
technical assistance for this component. The ROCAP/PROEXAG
follow-on project is to be the primary source of technical
assistance for APENN. Since there is a possibility of an up to
six month hiatus of services under that project beginning in
September 1991, just when the second critical melon crop will be
under preparation, the Project needs the flexibility to provide
outside technical assistance in that time period as required.
Additional technical assistance may also be needed depending on
the amount of resources that PROEXAG II dedicates to Nicaragqua.
There may also be interest in financing a PASA between USAID and
USDA to provide the services of USDA/APHIS inspectors in
Nicaragua to do pre-export inspections.

d) Training

A variety of training events will be conducted on key export
crops and themes such as market analysis, pesticide regulations
and use for export crops, gquality control in post-harvest
handling, packing, packaging, and processing of produce. AID
Project resources will be used to hire a training coordinator and
fund training courses. APENN 1s also expected to generate
support to fund training courses from other donors as well

E. Administration and Coordination
1. Organizational Framework.

The different management entities involved in the UPANIC
components are described below.
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a. Project Management and Support Office (PMSO).

Project implementation will be managed by a Project Management
and Support Office (PMSO) established in UPANIC through the
assistance of an institutional contractor. This contractor will
have specific experience in both agribusiness and service
delivery projects, and USAID accounting, reporting, and
procurement procedures. The institutional contractor will
provide an expatriate advisor who will be given management
authority for the staff of the PMSO during the first 24 months of
the contract. During this time, the contractor, through its
management of the PMSO and with additional short-term technical
advisors and home office staff, will set up the project
accounting and administrative systems, make any necessary changes
in and present for AID approval the subgrant selection criteria
and procedures contained in Annex E, purchase the initaial
allotments of equipment for UPANIC, select and hire PMSO staff,
provide assistance to individual associations in the development
of proposals for subgrants, oversee development of the data
collection activities, provide associations with short-term
advisors to assist in start-up activities, and set up a project
monitoring and reporting system.

During the eighteenth and twenty-fourth months, the contractor
will familiarize the UPANIC Executive Secretary or other
designated employee with the accounting, monitoring, and
reporting procedures that have been established. From the
twenty-fourth through the thirtieth months, UPANIC will have
management responsibility for the PMSO, with the contractor
serving as advisor. After the thirtieth month, the institutional
contract will have ended, and UPANIC will be responsible for
monitoring and reporting during the remainder of the project.
The staff of the PMSO will remain the same, except that it will
be managed directly by the UPANIC Executive Secretary.

The PMSO will be staffed with two technicians, an administrative
assistant, an accountant, and a secretary, all of whom will be
hired and paid by the institutional contractor for the first nine
months of the Project. After the first nine months when UPANIC
has signed and 1s ready to implement 1ts cooperative agreement,
the PMSO staff will be hired and become employees of UPANIC, but
will st1ll report directly to the contract chief of party who is
the head of the PMSO office for the first two years of the
Project. The staff in the office will be recruited and selected
jointly by UPANIC and the contractor. The technicians will have
experience 1n agribusiness, financial analysis, and some aspect
of technical agriculture. One of their primary responsibilities
w1ll be to assist the associations with analysis of 1deas for
service programs and development of proposals for subgrants.
They will also be responsible for working with the UPANIC
economist to ensure the development of member surveys and a data
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base, and for monitoring association reporting and compliance
with terms of subgrants.

The administrative assistant will manage procurement and
accounting, assisted by a full-time accountant. There will be
approximately 40 to 60 subgrants, basic assistance to UPANIC, and
an AID direct contract to be accounted for. This will require
compiling advance/liquidation requests from subgrantees for
submission to AID.

The relationship between the institutional contractor, USAID, and
UPANIC will be laid out in the UPANIC cooperative agreement and
the TA contract. Under the agreement, the USAID contractor will
have responsibility for the successful operation of the Project
Management and Support Office, will select and supervise the
UPANIC employees that staff the PMSO, and will report directly to
the USAID Project Officer. USAID will designate the UPANIC
Executive Secretary as the official counterpart of the contract
chief of party, and the Executive Secretary will be advised of
and will make recommendations concerning all major project
decisions. In the course of project implementation, the
Executive Secretary will become increasingly familiar with the
operation of the office, and during the last six months of the
contract, will assume responsibility for management of the PMSO,
with the contract chief of party as an advasor.

b. Project Steering Committee (PStC).

A Project Steering Committee (PStC) which will be created under
terms of the grant agreement with UPANIC 1s the other praincipal
management entity. Members of the PStC will include the
contractor chief of party, the USAID Project Officer and three
representatives from UPANIC. The three UPANIC members will be
chosen through an election among UPANIC's general membership to
name three leaders from the coffee, livestock, and one other crop
sector. These persons should be chosen for their technical
understanding, business acumen, and objectivity and will require
written approval by AID. The PStC will be responsible for
approving or disapproving subgrants and overall oversight of the
PMSO. The PStC will not be assigned specific resources of 1its
own, but will be provided office space, logistic, and secretaraial
support by UPANIC as needed. The tasks of the PStC are as
follows: approval of detailed subgrant selection craiteria and
allocation and i1implementation procedures as presented by the
institutional contractor of the PMSO; review and approval or
disapproval of subgrant proposals; and oversight of the work of
the PMSO.

c. UPANIC

The principal role of UPANIC, outside of the PMSO and 1its own
institutional strengthening activities, will be to register the
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associations for eligibility to receive project resources as
described 1n Annex E. UPANIC will also provide leadership 1in the
orientation of projects and proposals that are developed under
the project. This role 1s a natural extension of the way in
which the UPANIC network operates currently. The organization,
coordination, and communication among members provided by UPANIC
wi1ll stimulate the identification of effective proposals, will
identify the proper roles of national and local associations in
these programs, and will permit a dissemination of ideas among
the many local associations involved.

UPANIC's own institutional strengthening activities will be
managed by the Executive Secretary with the assistance of the
PMSO for procurement and contracting. Additionally, since the
data base to be developed by the economist will use data drawn
from the PAOs with the assistance of the PMSO the work of the
economist will be closely coordinated with the work of the PMSO
in this area. The UPANIC accountant will operate independently
of the PMSO accounting office, and will provide the accounting
for the institutional strengthening activities for UPANIC and
other normal accounting functions at UPANIC which are separate
from project funds and activities. He/she will also act as an
internal auditor to assure that subgrant funds are being properly
accounted for.

d) APENN

APENN has five departments as follows: 1) Administration and
Firance, 2) Information and Training, 3) Agracultural and
Agroindiustrial Production, 4) Marketing and Public Relataons,
and 5) Computers and Communications. APENN's General Manager
under the direction of the Board of Directors will manage all
Project activities. The areas supported under this Project--an
anformation center, export crop modules, training, and
institutional strengthening--correspond to the first three
departments. Each department has a chief who reports directly to
the General Manager. All other personnel report to the chief of
their department.

2. Administrative Management.
a. Administration of UPANIC Components

A direct obligation will be made with UPANIC for $4,600,000.
Funding for a TA contract for $1,455,000 will be obligated under
the APENN agreement, but direclty contracted by AID, to provide
TA and purchase equipment for both UPANIC and APENN. The
approach of the project is to contract an institutional
consulting firm with significant AID project implementation
experience to assume responsibility for setting up the PMSO in
UPANIC with systems for administration, accounting, monitoring,
and procurement of all activities of the first two components of
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this Project. No funds will be disbursed to UPANIC until these
systems are in place. The overall steps in administration of the
first two components will proceed as follows:

AID direct contract signed making obligation, long-term
resident advisor and short-term advisors and home office
staff 1n accounting, administration, information services,
etc., in-country;

Accounting, personnel, procurement policies and procedures
completed by Price Waterhouse and approved by AID.

Contractor makes any changes in the subgrant criteria and
procedures in Annex E and submits first to PStC of UPANIC
and then to USAID for approval;

Project Implementation Letter issued approving above;

Contractor procures vehicles and office equipment for UPANIC
and PMSO;

Contractor hires PMSO employees and begins to elaborate
first round of subgrant proposals;

Grant agreement signed with UPANIC, obligating funds, and
UPANIC hires employees supported under its institutional
strengthening component. After first nine months, UPANIC
directly hires the PMSO employees. These are still directed
by the contractor chief of party;

Advance liquidation procedures begun for direct support to
UPANIC under grant agreement;

Subgrant agreements approved, including annual budgets for
li1fe of subgrant, and quarterly budgets for first year;

Associations given advance/liquidation forms and instructed
in their use;

Advance/liquidation requests from subgrantees delivered to
PMSO, reviewed, complled, and transmitted to USAID as a
single disbursement request;

All major procurement identifies for subgrantees, and a
consolidated procurement managed by PMSO;

Disbursements received by UPANIC, and subdisbursements made
to associations on the same basis, against advance requests
by PMSO;

Annual audits conducted at PMSO, UPANIC, and selected
subgrantees
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The centralized operation of the PMSO will be easy to monitor,
and the use of an experienced firm and the time and resources
dedicated to the installation of an administrative system should
ensure an effective administration. The critical area where the
administrative system 1s subject to problems will be in the
management of budgets at the local association levels, and the
physical transfer of forms and money from Managua to the field.
This potential problem is ameliorated by the fact that UPANIC
will do most of the procurement of goods and materials and money
will be transferred to the field only for very specific purposes
such as advances for payment of an extensionist. Additionally,
most of these associations have maintained functioning commercial
operations that require a similar or greater level of
administrative competence. 1In those cases where administration
is a weakness, the field technicians will be making visits on at
least a bi-monthly basis, and will assist with compliance.

Administrative coordination between the PMSO and the field will
be further simplified by making all subgrant selections and
approvals in a few discrete groups. As described in the Detailed
Subgrant Selection Procedures in the Technical Analysis in Annex
E, most subgrants will be awarded i1n two selections approximately
si1x months apart, and the remainder will be awarded at
approximately six month intervals. All subgrants will operate on
the same quarterly system and procurement of goods and materials
will be consolidated and made on a quarterly basis.

b. Management of the Subgrant Process

The technical analysis in Annex E lays out suggested
justification and selection criteria and procedures to be
followed in awarding subgrants to the PAOs. The institutional
contractor will be responsible for developing a complete systenm
for subproject awards and implementation which will include the
requlred elements for all subproject proposals, an assignment of
points and definition of minimum criteria for awarding both types
of subgrants, an estimated timetable for subgrant awards, the
subproject agreement with all of 1ts necessary clauses, and a
complete set of procedures for subgrant implementation. The
finished product will be submitted to the Project Steering
Committee 1n UPANIC for approval. Once the PStC has approved the
product, 1t must be sent to AID for approval.

Once this system 1s designed, the PAOs will begin to submit their
proposals. The responsibility for assisting the associations
with analysis and design of proposals will be entirely with the
PMSO, under the direction of the institutional contractor chief
of party. In order to simplify proposal development and
management of the subprojects, the institutional subgrants will
be limited to support of three activities and the productivity
subgrants will support a single activity. There will be a wide
variation in the amount of work needed to assist the various
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associations, and in some cases the technicians will handle the
work themselves; 1in other cases they will be supported by the
chief of party, and in others they will bring in specialized
short-term advisors under the contract to provide additional
support and guidance.

The final step is the actual review and selection of proposals to
be funded with subgrants. Once the Project Steering Committee
has approved the subgrants, UPANIC will prepare the subproject
agreements which will be reviewed and approved in a letter by the
Chief of the USAID/Nicaragua ARD Office.

c) APENN Administration

A direct obligation will be made with APENN for $2.4 million
through a Cooperative Agreement. Of this amount, $1.455 million
willl be for AID to directly contract a firm to provide technical
assistance to UPANIC and APENN. The assistance for APENN through
the contract will include short-term technical assistance and the
procurement of equipment for APENN. APENN may also procure some
technical assistance on its own once it is clear that it has the
capability to do so. Funds will not be disbursed directly to
APENN until 1ts adminastrative and financial management
procedures have been reviewed and approved by AID. ROCAP/PROEXAG
has been tasked with developing these capabilities before its
efforts expire in September 1991. Additional technical
assistance through an IQC with Price Waterhouse has been funded
outside the Project to assure that the work of ROCAP/PROEXAG is
adequate. ROCAP/PROEXAG will coordinate 1its efforts closely with
USAID/Nicaragua Controller to ensure responsiveness to AID
requirements.

The technical assistance to APENN that 1s to be provided by
ROCAP/PROEXAG II wi1ll be outlined in a MOU to be signed by APENN,
ROCAP/PROEXAG, and USAID/Nicaragua in order to establish minimum
levels available for Nicaragua under the ROCAP project.

d) Management of Technical Assistance.

AlD wi1ll directly contract the TA firm for the Project which will
establish the PMSO i1n UPANIC, procure equipment for UPANIC and
APENN, and provide short-term technical assistance to APENN. The
TA firm will be procured through 8(a) procedures to enable
Project activities to begin as soon as possible. The AID Project
Officer will be directly responsible for managing the contract
The equipment to be procured for UPANIC and APENN by the
contractor has been set out separately for each institutaon
separately in the contract. The equipment will be the property
of UPANIC and APENN respectively and they will approve the exact
specifications of the equipment before the contractor makes the
procurement. UPANIC will be consulted on the selection of the
expatriate advisor for the PMSO and other contract issues as
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appropriate. Likewlse, APENN will be consulted on the selection
of the short~-term technical assistance as appropriate. Both
UPANIC and APENN may directly contract and manage some amount of
technical assistance for their progranms.

F) Cost Estimates and Financial Plan.
1) Project Costs.

The total estimated cost of this project is approximately $7.4
million. AID will contribute $7 million or 94.6% of the total
Project funding while UPANIC and APENN will contribute a combined
total of approximately $0.4 million or 5.4% of total funding.
AID funding will be obligated through a $4.6 million cooperative
agreement with UPANIC and a $2.4 million cooperative agreement
with APENN. The amount of $1.455 million from the APENN
cooperative agreement will serve to cover the cost of an AID
direct contract for technical assistance for the Project. Also,
part of the UPANIC cooperative agreement will serve to cover the
cost of contracting Project evaluations and audits.

Neither APENN nor UPANIC can provide the required 25%
contribution for a cooperative agreement. Waivers for the
counterpart for both subgrants have therefore been processed and
are contained i1n Attachments 3 and 4 to the PP. UPANIC will
contribute a total of $196,434 or 4.1% of the funding going to
UPANIC while AID will contribute a total of $4,600,000 or 95.9%.
As explained 1n the sustainability analysis in Annex C, UPANIC
was not expected to provide counterpart to the furding for
project management and subgrants to the field which constitute
87% of the funding for the UPANIC Project components. UPANIC's
contribution represents 31.7% of the funding for its own
institutional strengthening subcomponent. This subcomponent has
been set up so that UPANIC will start contributing for thas
component in the third year with 25% of the costs, graduate to
50% 1n the fourth year, and assume 75% in the fifth and fainal
year of the Project. APENN 1s contributing $206,280 or 17.9% of
the cost of the APENN direct costs (not including the
institutional contractor. This has been programmed so that APENN
w1ll contribute 10% of total costs 1in the third year, 25% 1n the
fourth year, and 50% 1in the fifth and final year. In addition to
the counterpart which has been estimated as a part of the Project
budget, UPANIC and 1ts affiliates and APENN will also contribute
to the project 1n unpaid staff costs and time, farm production
input inventories, and facilities and equipment. The value of
these 1n-kind contributions could not be estimated due to the
fact that the exact activities and budgets of the subgrants will
be decided during Project implementation, but they will be
substantial.

Tables 1 and 2 showing expenditures by calendar year and by type
of currency required are contained on pages 26-27. Detailled cost
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estimates and a budget analysis is contained in Part Three of
Annex C. Financial cost estimates for the Project by output are
contained in Table 3 on page 28. For the subgrant items, the
tables on the following pages show planned expenditures of
subgrant funds. An illustrative commitment schedule for
subgrants is as follows (funding numbers in thousands):

months 6-12 months 13-18 mo. 19-24 mo. 25-30

Institutional 20 £/ $1000 20 £/ $1000 6 £/ $300 -——
Productivity ———— 3 f/ $ 600 £/ $500 1 £/ $100
Totals $1000 $1600 $800 $100

Obligation Schedule

The obligation schedule by fiscal year 1s set down in the table
below (funding numbers in thousands). Presently it 1s planned
that all funding will come from the economic support fund
account.

Year/ FY91 FY92 FY93
Obligation Mechanism

APENN Coop. Agreement 1,500 500 400
UPANIC Coop. Agreement 2,500 2,100



Concept/Year

A1D Contribution to UPANIC
1 PMSO
a UPANIC Contracted Employees
b Operations
PMSO TOTAL

2 Institutional Strengthening
a Subgrants for Inst Strengthening
b UPANIC Inst Strengthening

i Salary Support

i1 Technical Assistance

1it Operations

Total UPANIC Inst Str

3 Subgrants for Productivity
4 Evaluations/Audits
TOTAL AID FOR UPANIC COMPONENTS

UPARIC Contribution

UPANIC Inst Strengthening
1 Salary Support
11 Technical Assistance
it Operations

TOTAL UPANIC CONTRIBUTION

TOTAL FOR UPANIC COMPONENTS
AlD Contribution to APENN
1 Personnel

2 Information and Contracted Services
3 Operating Costs

TECHNICAL ASSISTARCE CONTRACT

TOTAL AID FOR APENN

APENN Contribution

1 Personnel

2 Information and Contracted Services
3 Operating Costs

TOTAL APENN CONTRIBUTION

TOTAL FOR APENN

TOTAL AID CONTRIBUTION

TOTAL COUNTERPART
TOTAL PROJECT

21 600
8,250
29,850

500,000
86,580
1,607
15,100
103,287
0
20,000

653,137

(- — I~ ]

653,137

133,146

8 242
70,200
985 439
1,197,027
0

6

0

0

1,197 027
1,850 164

0
1 850 164

73 710
34,650
108,360

1,000,000
90,909
8,100
24,420
124,429
300,000

20,000

1,552,789

(-2 -~ =)

1,552,789

139 803
13 000
73,560

333,824

560,187

0

0

0

0

560 187

2 112,976

0
2 112 976

77,396
36,383
113,778

500,000

71,581
7,500
16,868
95,959
700,000
60,000

1,469,737

23,864
2,500
5,623

31,986

1,501,723
132,114

4 500
68,479
135,737
340,830
14 679
500

7 609

22 788
363,618

1 810 567

54,775
1,865,342

TABLE 1 PROJECT BUDGET BY YEAR
(Dollars)

81,265
38,202
119,467

300,000
50,114
5,000
11,808
66,921
200,000
20,000

706,388

50,114

5,000
11,808
66,921

773,310
115,600
3 750
58,344
Y
177,694
38,533
1,250
19,448
59 231
236,926
884,082

126 153
1 010 235

85,329
40,112
125,440

26,310
0
6,199
32,509
0
60,000

217,949

78,929

0
18,597
97,526

315,475
80,920
2,500
40,841
0
124,261
80,920
2,500
40,841
124 261
248,522
342,210

221,787
563,997

TOTAL

339 299
157,596
496,895

2,300,000

325,503
23,207
74,395

423,105

1,200,000

180,000

4,600,000

152,906
7,500
36,028
196,434

4,796 434
601 583
31,992
311 425
1,455 000
2,400 000
134 133

4 250

67 38
206,280
2,606,279
7,000,000

402 714
7 402 714



TABLE 2 PROJECT BUDGET BY CURRENCY REQUIREMENT
(Dollars and Dollar Equivalent in Local Currency)

FX LC TOTAL
AID Contribution to UPARIC
1 PMSO
a UPANIC Contracted Employees 0 339,299 339,299
b Operations 0 157,596 157,596
PMSO TOTAL 0 496,895 496,895
2 Institutional Strengthening
a Subgrants for Inst Strengthening 1,380,000 920,000 2,300,000
b UPANIC Inst Strengthening
i Salary Support 0 325,503 325,503
11 Technical Assistance 23,207 0 23,207
{1 Operations 0 74,385 74,395
Total UPANIC Inst Str 23,207 399,898 423,105
3 Subgrants for Productivity 1,200 000 0 1,200 000
4 Evaluations/Audits 180,000 0 180,000
TOTAL AID FOR UPANIC COMPONENTS 2,783,207 1,816,793 4,600,000
UPANIC Contribution
UPARIC Inst Strengthening
i Salary Support 0 152,906 152,906
ii Technical Assistance 0 7,500 7,500
ii1 Operations 0 36,028 36,028
TOTAL UPANIC CONTRIBUTION 0 196,434 196,434
TOTAL FOR UPANIC COMPONENTS 2 783,207 2 013,227 4,796,434
AID Contributio~ to APENN
1 Personnel 0 601,583 601,583
2 Information and Contracted Services 31 992 0 31,992
3 Operating Costs 0 311 425 311 42%
TECHNICAL ASSISTANCE CONTRACT 1 455,000 0 1 455 000
TOTAL AID FOR APENN 1 486,992 913,008 2 400 000
APENN Contribution
1 Personnel 0 134,133 134 133
2 Information and Contracted Services 0 4,250 4 250
3 Operating Costs 0 67 898 £ 898
TOTAL APENN CONTRIBUTION 0 206 280 206 280
TOTAL FOR APENN 1 486 992 1 119 288 2 606 280
TOTAL AID CONTRIBUTION 4 270 199 2,729 801 7,000 000
TOTAL COUNTERPART 0 402 714 402 714

TOTAL PROJECY 4 270 198 3 132,515 7 402 714



TABLE 3 PROJECT BUDGET BY QUTPUT

OuTPUT

1 Institutional Strengthening

a Improved Capacity of PAOs to represent
their membership and provide services
to increase farm productivity

b Improved Capacity of UPANIC to
dialogue with the 60N on economic and
other 1ssues related to agriculture

2 Productivity Subgrants

Delivery of services by PAOs which will
directly increase farm productivity

3 Diversification of NTAEs through APENN
a Functioning Information System

b 5 functioning export crop modules

¢ Established policy dialogue process

d 40 trawning courses and seminars

PROJECT TOTAL

(Dollars)

3,392,973

649,539

1,827,922

455,184
743,640
137 628

195,828

7 402,714

28

PERCENTAGE

45 7X

8 7%

25 1%

6 1X
10 0X
18X

2 6%

100 0%

NOTES UPANIC PMSO costs were split proportionately between the amounts allocated
for subgrants in outputs la and 2 Audit and Evaluation costs were split equally

between Apenn and UPANIC and then then divided equally among the outputs for

each of the organizations Techmical Assistance Costs were allocated by estimates of

the technical assistance that would go for each output whic~ 1s reflected in

the technical assistance budget
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2) Financial Management.

Given APENN's recent creation and UPANIC's low level of services
over the past five years, both organizations need some assistance
in upgrading their financial management and administrative
systems for this Project. The systems for accounting,
contracting, procurement, personnel management, and internal
controls will be designed with outside assistance and no funds
w1ll be disbursed for either of the organizations until AID 1is
satisfied that these systems are adequate.

Assistance to both UPANIC and APENN for the design of these
systems will 1nitially be provided through the services of Price
Waterhouse under an IQC contractor funded outside of the Project.
APENN is also receiving some assistance for this task from the
PROEXAG I TA team. The TA firm for the Project will train UPANIC
employees hired under the Project how to use the systems and
oversee the accounting, monitoring, and procurement services
during the first two years of the Project as discussed above in
the section on Project Administration. The methods of
procurement and financing for all Project elements are contained
in the procurement plan in Section III.H.

Disbursements

Because of the time required for subgrantees to close their books
and report to UPANIC, the time required for UPANIC and APENN to
close their books and report to AID, and the time required for
AID to process an advance request, 30 day advances would
seriously interrupt project implementation. AID will, therefore,
provide quarterly advances under this Project. UPANIC and APENN
will liquidate expenditures on a monthly basis. Disbursements
under AID direct contracts will be paid directly to the
contractor on a reimbursement basis.

Audaits

Annual financial audits will be conducted by an independent
auditor. In these audits, UPANIC and APENN will be audited
regularly, and subgrantees will be selectively audited, based on
conditions of the subgrant agreements. All of the funding for
the audits has been budgeted i1n the UPANIC components given that
a single Project audit will be performed for both elements of the
Project. AID will directly contract the audits to be performed
under the direct control and supervision of the RIG/A/T an
Honduras.
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G) Outputs

Outputs under the Project are delineated by components as
follows:

1. Institutional Strengthening of UPANIC and Affiliates

- improved capacity of UPANIC, commodity federations, and
local associations to represent their membership and provide
services to their membership to increase farm productivity

- improved capacity of UPANIC to dialogue with the government
on economic and other issues related to agriculture

2. Productivity Subgrants

- delivery of services by PAOs such as extensaion,
intermediation of inputs, veterinary care, machinery pools,
etc. which will directly increase farm productivity

3. Diversification to NTAEs through APENN
- functioning i1nformation system
- at least five functioning export crop modules

- established dialogue or process with the GON to eliminate
policy constraints and improved infrastructure in concert
with other organizations such as UPANIC, COSEP, or FENIX

- 40 training courses and seminars conducted
H. Implementation and Procurement Plans.
1. Implementation Plan

Major elements to be scheduled include: contracting for technical
advisory and management services; establishment of financial
management systems and capabilities; creation of Project Steering
Committee and criteria for subgrants; staffing of PMSO,
assistance to PAOs regarding subgrant proposals; analyses and
recommendations by PStC; subgrant allocations and controls;
procurement of goods and services; activity monitoring,
evaluating and reporting; and financial audits. The sequences of
these i1mplementation events 1s discussed in specific other
sections of this paper, including Sections III.D, E, and F, and
Annexes B and E. The major events of the Project with the
exception of the annual audits and the evaluations scheduled for
the end of the second year and the fifth year are charted in the
tables 1n the following two pages.
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2. Methods of Implementation and Financing

The Project will be obligated through a $4 6 million cooperative agreement
with UPANIC and a $2.4 million cooperative agreement with APENN. The
obligation schedule by fiscal year is found on page 25. All funding for the
Project is ESF. The table below presents the implementation (procurement)
and financing methods to be used in the Project. From the APENN cooperative
agreement, $1.455 million will be set aside to fund a direct A.I.D. contract
to provide technical assistance and purchase the equipment for APENN and
UPANIC. UPANIC will provide approximately 40 to 60 subgrants to its
commodity federations and local associations. UPANIC will do all
procurement for the subgrants. If operating costs are approved for the
subgrantees, these will be financed on a direct reimbursement basis by
UPANIC.

Amount
e t o (In USS$000)

Project Element Implementation Financing Element __Total

I. UPANIC COOP. AG. 4,600.0
-TA HCC Direct Reimb. 23.2

-Personnel Costs HCC Direct Reimb. 664.8
-Eval/Audit AID Direct Cont. Direct Pay 180.0

-Subgrants HC Grants Direct Reimb. 3,500.0

-Operating Costs HCC Direct Reimb. 232.0

II. APENN COOP. AG. 2,400.0
-Inform. & Training HCC Direct Reimb. 32 0

-Personnel Costs HCC Direct Reimb. 601.6

-Operating Costs HCC Direct Reimb. 311 4

-Technical

Assistance AID Direct Cont. Direct Pay 1,455.0

TOTAL 7,000.0

All proposed financing methods for the dollar assistance to be used in the
Project are preferred methods. It 1s anticipated that the recipients of the
cooperative agreements will execute all contracting and procurement actiors
under $100,000 and will pay directly. A pre-award survey of the
implementation capability of the recipients 1s necessary and will be
completed by Price Waterhouse. Disbursements to the recaipients will be
conditioned on a positive assessment.

There 1s a line 1tem 1n the table above for evaluations and audits. It 1is
anticipated that an independent accounting firm, contracted under an IQC,
willl conduct the audits The Office of the Regional Inspector General,
based in Tegucigalpa, will supervise the non-Federal audits in conjunction
with the USAID Controller. Progress on implementing recommendations or any
problems concerning financial affairs will be closely monitored
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IV. PROJECT ANALYSES SUMMARIES
A. Institutional Analysis.
1. UPANIC, APENN, and Member Associations

a. UPANIC and APENN.

UPANIC was formed in 1979 as union of three commodity
associations -- UNCAFENIC (coffee), CAAN (cotton), and FAGANIC
(cattle). The Sandinista government recognized it as the
legitimate representative of the non-Somoza private sector. As
the Sandinista government became more and more restrictive of
private sector interests, however, UPANIC began to function more
as a stradent minority voice in an adverse political environment.

Since 1ts creation, UPANIC has also promoted the increased
organization of the commodity and local producer associations,
with rice, cane, sorghum, banana, dairy joining.

UPANIC 1s technically the umbrella of a federated system, in
which the directors are representatives of seven national level
commodity associations, which in turn are direct representatives
of local level producer associations. This federated system does
not operate, however, in a pure form of hierarchical
organization. There are significant differences from commodity
to commodity in the roles of and relationships between local
producer associations, the national commodity association, and
UPANIC. The specific relationships are treated in Annex B.

UPANIC currently has a Board of Directors, President, Executive
Secretary, part-time accountant, two secretaries, a janitor and a
watchman. Thear principle sources of revenue have been
membership contributions and donations received from foreign
donors; their activities have been concentrated in representation
and policy dialogue of their members in the difficult years of
the Sandinista government. UPANIC's experience 1n these areas
and 1ts resulting relationship with 1ts members make 1t the only
viable organization through which to direct assistance to the
private farmer beneficiaries of the Project.

APENN, the Nicaraguan Non-traditional Producers and Exporters
Association (APENN) was formed in May of 1990 at the initiative
of a few visionary Nicaraguan producers who felt that Nicaragua
needed a new, not-for-profit entity aimed at promoting
non-traditional exports 1n general, particularly non-traditional
agricultural exports. They solicited the help of local
agribusinesses and held an organizational meeting. A decision to
proceed with the organization of APENN was made which resulted in
it's being the first private sector development organization to
be recognized formally by the new Nicaraguan legislature. 1It's
current membership remains at approximately 200 while APENN



35

consolidates 1ts management/administrative capacity to provade
increased services to members.

The success of APENN to date 1s directly due to assistance from
ROCAP/PROEXAG, an $8 million project designed to create and/or
strengthen private sector capabilities through the provision of
hands-on training and technical skills related to production
technologies and market intelligence for non-traditional
agricultural exports. ROCAP/PROEXAG began to provide core
investment and operating support for APENN along with
information, export promotion, and training support.
Specifically ROCAP/PROEXAG and APENN targeted reopening and
expanding the USDA/APHIS enterability product list, conducting a
"kick off" training seminar on general aspects of NTAE
operations, intensive technical assistance on honeydews,
information trips to Guatemala and the U.S. for APENN members, a
rapid appraisal of transportation constraints, and on-farm traials
for asparagus, brambleberries, and ornamentals. It has also
brought in potential outside investors to look at a private mango
operation and a public owned vegetable packing operation. The
first export crop of melons valued at $2-3 million through the
first five months of 1991 are the direct result of APENN efforts
with ROCAP/PROEXAG assistance.

The characteristics and directions of APENN and 1ts success 1in a
short period of time make it the only real viable option for
reaching beneficiaries in the NTAE sector and promoting the
development of viable NTAE business enterprises. Its pramary
function will remain that of providing timely and quality
information and technical assistance ("know-how") to NTAE
businesses.

b. Characteristics of the Commodity and Local
Assoclations.

Detailed descriptions of the organizations in each commodity
sector are 1n Annex B, 1including livestock, coffee, cotton, rice,
sorghum, and dairy. There are three principle types of services
provided to farmers by the commodity federations and local
associations: (1) representational or indirect services; (2)
direct technical services; and (3) direct commercial services.

The make-up of associations within each commodity group ais
different, but there are a few i1mportant generalaizations that
apply. Fairst, these associations were formed by farmers out of a
strongly perceived need to be represented and defended, first
within the repressive policies of the Somoza government, and then
in the hostile environment of the Sandinista government. Second,
the members are purely private sector, and the associations are
managed with a strong sense of bottom line accountability.
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Third, the whole network was created from the bottom up, and
there is a strong sense of ownership of UPANIC and the commodity
associations by the local producer associations.

The farmer members of the producer associations tend to have
personal characteristics that contribute to the strength and
stability of their organizations. Most of the member farmers
come from the better educated segment of society, and most are
farmers who felt a strong sense of commitment to their community.
Almost all members are full-time producers who live on and work
their own land. PFinally, each of the associations shares the
common characteristic that while they are virtual shadows of
their former selves, they are strongly optimistic that they will
not only recuperate previous levels of productivity, but will
surpass them and assume the role of agricultural leaders of
Central America. They have very high expectations for themselves
and for the potential of their associations to provide many of
the services they will needs in their recovery.

2. Recommended Project Approach
a. Project Approach.

The project approach that 1s most consistent with the
institutional setting is to build upon the natural
characteristics of the UPANIC member associations and network,
for traditional agriculture and APENN for NTAEs and should have
two praincipal components: strengthening the institutions from the
bottom up, and direct the great bulk of resources to support
activities that will have a measurable impact on productivity and
profitability at the farm level. The specific relationship
between strengthening of representational and direct technical
services should be as follows:

(1) Darectly strengthen the technical and commercial services of
local level producer associations and APENN.

(2) Provide support to the services of UPANIC and the commodity
associations 1f they directly support the local associations
and could not be carr:ed out locally.

(3) Provide technical assistance at all levels, as needed, in
improved administration and organization.

(4) Strengthening of the delivery of technical and commercial
services will result i1n measurable increases in productavity
and profitabilaty, which i1n and of itself will justify the
project.
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(5) The assistance provided in 1, 2, and 3 will, additionally:
- increase membership,
- increase association incone,
- improve communication at all levels, and
- create a greater institutional presence.

(6) Because there are few formal representational activities
that can be discretely identified, supported, and whose
results can be objectively measured, the project will
provide only limited assistance in support of
representational functions.

(7) The combined results of 5 and 6 will adequately prepare
UPANIC, APENN, and the PAOs to represent their members as
will be required in the future.

b. Design of Assistance.

The recommended approach is to design a system for selecting
proposals for assistance, with the project including activities
in support of the design and selection process, as well as
implementation of the service programs. Reasons are:

(1) there are too many different associations with different
needs to standardize an approach or design different
approaches in pre-project activities;

(2) the conditions of the agricultural sector are changing too
quickly to identify the constraints that might be most
important a year or two into the project; and

(3) the PAOs wi1ll need to develop new approaches to new problems
and opportunities that they have not faced in the past, and
will need time and assistance in analyzing problems and
coming up with appropriate and feasible programs.

The implications of taking this approach are that:

(1) the project needs to be front-loaded with assistance in
develoring proposals;

(2) an effective method of selecting the best proposals is
needed; and

(3) there 1s a significant management burden of accounting for
and supporting a series of different subprojects.

B. Social Soundness Analysas.
The social soundness analysis addresses three areas of concern:

(1) socio-cultural feasibility, (2) spread effects, and (3)
incidence of benefits. The analysis 1s based on information
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gathered in interviews in Managua (the same ones listed in the
institutional analysis) and field visits i1n which between 150 and
200 farmers were interviewed, 1i1ndividually or 1in groups of six to
twenty at a time. Representatives of other sectors of society,
and professionals at INCAE, CINASE, etc., were also asked about
their relations with and attitude toward the UPANIC affiliated
farmers.

Working through UPANIC, APENN, and the local associations to
assist private farmers is the only real viable organizational
option for assisting private farmers because of the working
relationship and trust built up through the member associations
in a difficult political environment. The democratic nature of
these organizations and the project interventions are compatible
and show strong socio-cultural feasibility. Project
interventions are specifically designed to encourage the interest
of the farmers in self-help allowing them full participation in
the design and implementation of activities to address their
productivity problenms.

Spread effects will be rapid and equitable among the estimated
20,000 direct beneficiary farmers of the UPANIC-APENN network.
Spread effects among small farmers and others outside this
network will vary depending on the sector in question. Coffee
and lavestock will have greater spread effects than other sectors
due to the nature of the technology used in these sectors.

Spread effects for the smaller private farmers are a concern and
will be studied as a part of the mid-term evaluation. Two
special concerns about benefit incidence were studied: benefits
to women and benefits to the rural poor. The analysis showed
that both women and the rural are expected to receive significant
benefits in the way of employment generated by the increased
agricultural production resulting from the Project.

C. Financial Analysis.

The financial analysis in Annex C is divided into three parts: 1)
financial viability; 2) financial sustainability; and 3) detailed
cost estimates for the Project. This summary willl only address
the farst two parts.

1) Financial Viability

The purpose of the first part of financial analysis 1s to
estimate the effects of a subgrant upon the PAO (and 1its
individual members) to which the funds are directed. The
analysis relies for the most part upon a partial, or enterprise
budget of costs, incomes and net incomes of typical producing
members, and of recovery schedules and methods for investments,
and operating costs of the PAO that arise from the subgrant. The
effects of a subgrant might be measured in terms of production
efficienciles achieved, i1ncreases 1n income or employment,
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generation of foreign exchange, etc. Some subgrants will be made
to support salaries of PAO employees, to help develop and extend
technical information, or to provide other services to members,
that in themselves generate no directly measurable results.

These activities, taken by themselves, must be analyzed by a
cost-effectiveness approach. Recovery and sustainability of most
of the types of activities would be from service fees, markets
check-offs, surcharges on sales at the PAO stores, etc.

Since proposals for subgrants will be generated and forwarded to
the Steering Committee some time after the project is activatead,
it is not possible to do such an analysis for this Project Paper.
For illustrative purposes, five examples were developed from data
collected during field visits. Two of these are for livestock
associations, and one each is for coffee and sorghum producers,
and one for APENN using data from this year's honeydew melon
crop. Each analysis contains a brief description of the
association area and a list of needs identified by members of the
particular association. This is followed by an illustrative
financial analysis of one of these identified needs, for which
some data were available. The analysis in Annex C includes only
the i1nvestment costs and returns over the five year period of the
Project with the exception of one of the subprojects which took a
seven year analytical period to be profitable. The results show
that the investments are profitable giving net present values
ranging from $300,000 to $1.7 million.

2) Financial Sustainability

The 1ssue of financial sustainability in the Project is addressed
at the three different levels where Project assistance is being
directed: the local associations and commodity federations
(PAOs) ; UPANIC; and APENN. Sustailnability is being addressed for
the PAOs by making this one of the criteria by which the subgrant
proposals will be judged. The institutional subgrants proposals
must justify activities by demonstrating how they will make the
PAO a more viable sustainable organization. Productivaty
subgrant proposals will have to demonstrate how the proposed
services to be funded are financially sustainable through payment
for the services by the members. Sustainability for UPANIC's
direct institutional strengthening actavities will be addressed
through Project implementation. Given UPANIC's strength and
level of funding prior to the difficult years in Nicaragua, 1t 1is
expected that UPANIC can be financially self-sustainable once the
agricultural sector regains 1its productaivaity UPANIC will
develop a specific sustainability plan by the end of the second
year of the Project showing how it will raise sufficient revenues
through membership dues, fees for services, and/or a check-off
system on the sale of the members' farm produce to cover
operating expenses. The financial analysis in Annex C provides
some examples which demonstrate that UPANIC's financial self-
sustainability 1s feasible.
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Regarding APENN, ample studies and evaluations of NTAE promotion
institutions in the region show that sustainability is not
possible 1in the short-term given the long-term investments that
producers have to make without paying the cost of TA. Based on
experience 1n other countries, the assumption used in the paper
is that APENN can become sustainable within a 10 to 15 year time
frame. The strategy developed in the Project is for APENN to
reach a level of sustainability of 50% of operating costs by the
end of the Project. APENN will develop a specific sustainability
plan by the end of the second year of the Project showing how it
will raise sufficient revenues through membership dues, fees for
services, and/or a check-off system on the sale of the members'
farm produce to reach this goal. The financial analysis provides
some examples which demonstrate that reaching this goal is
feasaible.

D. Economic Analysis.

The purpose of an economic analysis is to estimate the impact of
a project upon society, over the planned project life. The usual
procedure is to aggregate the data from the financial analyses of
subgrant proposals, and to adjust costs and prices to "social"
values. Project net costs and net benefits would then be
calculated for each year of the project life (five years, in thas
case), and one of several analytical methods used to estimate a
measure of project worth.

In Annex D, the financial analyses for the four illustrative sub-
grant proposals are used to i1llustrate the derivation of
estimates of the net present value of the Project and a benefit-
cost ratio using discounted values for the benefits and costs.

In all cases, analyses were done on the individual examples, as
1f they were independent projects. This produces several
indicators that can be used in ranking of subgrants. The five
examples are used to produce an overall estimation of the
economic return from investing in the Project. The overall
benefit-cost ratio using discounted values of benefits and costs
is approximately 3:1 indicating that the activities of these five
examples would generate a combined net present value (NPV) three
times the NPV of the investment and operating costs. All other
things being equal, this presents a very worthwhile return and
shows that the Project should be undertaken.

E. Technical Analysas.

The project technical analysis looks at the range of services
that the project might deliver, at the perceived need for these,
and at the ways that deliveries can be effected most efficiently.
This discussion is detailed 1n Annex E. A list of twenty-nine
needs were gathered in field interviews, some being mentioned
more than once. They range from institutional support, through



41

major agro-processing structures, to specific technical
assistance at member/producer levels.

A discussion of the subgrant process deals with the nine steps
that should be included in the procedure, from registering
eligible associations, through definition of selection criteria,
to USAID approval. A second area of discussion lists seven
criteria that should be included in the procedure, to be adopted
by the Steering Committee. The most important criteria that will
be included are the ability of the subgrantee to manage the
grant, financial viability, and financial sustainability. This
is followed by a format suggested for subgrant proposals, so that
they are basically comparable. At the end of the Annex, there is
an illustrative example of a format, based upon the data
collected from a coffee association. Included in this
illustration are a Use of Funds table, Coffee Enterprise
Production Budget, Financial Analysis, Capital Recovery Plan, and
an Aggregate Economic Impact Analysis.

F. Environmental Analysis

The IEE for this Project was given a deferred positive
recommendation because of the possible purchase and use of
pesticides under the subgrants. It was decided during project
design to combine the environmental assessment (EA) of this
Project with the EA for the Natural Resources Management Project
(524-0314) because that Project also has a pesticides component.
The EA for the NRM Project will thus provide an analysis and set
of recommendations governing the purchase and use of any
pesticides or other agro-chemicals under the subgrant components
of this Project. This project will have a condition precedent
for disbursement of the subproject components that the EA be
completed and the measures recommended in the EA be implemented.

V. EVALUATION AND MONITORING PLAN
A. Surveys and Data Collection

Data of several sorts are necessary for the proper management of
this Project. The first need 1s a survey by Associations of
their own status. This would include date of affiliation with
UPANIC, names of Boards of Directors, number of active members,
activities undertaken by the Association, number of employees,
etc. APENN will provide this same data to AID as a part of its
reporting requirements. This would provide the necessary minimum
of i1nformation needed to establish the eligibility of the
Association to participate in the subgrants under the Project.
This data will be obtained from the commodity federations and
local associations as one of the first activities of the Grant
and will be updated on an annual basis.
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A second set of data will come from a small random sample of
Assoclation members. This would ask for summary data such as
scale of the enterprise (number of manzanas, animal units, etc.),
production costs, prices, yields, where the product i1s marketed,
use of credit if any, and problems encountered in the production
process. These data would provide a baseline against which
progress under the subgrant could be measured, at chosen stages
of the Project. This data will also be obtained from the
commodity federations and local associations as a requirement to
receive a subgrant and will be updated on an annual basis. 1In
this area, APENN will maintain a data bank to include costs of
production, costs of post-production handling and transport,
prices, and production levels in Nicaragua for the export crops
for which it develops a module.

A third set of data are those required to support a subgrant
proposal. This generally would be a partial farm budget taken
from the member survey above. Melding of the survey data into a
model representing the average position of members, produces the
basis for a financial analysis of the proposal. This then feeds
into the Steering Committee for 1ts selection process. The data
collected for the proposal will be used as a baseline to measure
the impact of the subgrants. The PAOs will have to provide
annual updates on the increases in productivity resulting from
the subgrant activities.

The fourth set of data required will be the quarterly reports
from the Associations receiving subgrants. These will 1include
guarterly reports of activities in compliance with the approved
work plan and budget, and will be attached to advance/liquidation
requests. In addition, the subgrantees will include data
outlined above on subproject impact describing the qualitative
changes in farmers' circumstances as a result of their subgrant
activity, and estimate the quantitative impact in yields, areas
planted, price increases, cost savings, income, quality changes,
etc. Impact data will not be provided i1n every quarterly report,
but at a minimum the last quarterly report of the year must
include detailed data used to measure subproject impact as
discussed above. Reporting requirements for the subgrantees will
be detailed 1n the subgrant agreements.

B. Monitoring, Reporting, and Evaluations

Monitoring and reporting will be done at several different levels
of the Project. Grantee and contractor performance will be
monitored directly by the USAID Project Officer. Monitoring waill
be based on observation of performance (in the PStC, etc.) and
quarterly reports. APENN, UPANIC, and the PMSO contractor wall
provide quarterly reports to AID containing financial data on
commitments and expenditures and information on the delivery of
outputs and Project impact. The contractor's quarterly reports
will be based on quantifiable targets of performance of both the
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contractor and the PMSO. UPANIC's quarterly reports will
additionally include indicators of performance by subgrantees.
On an annual basis, APENN and UPANIC will provide AID with data
on Project impact compiled from the data sources outlined above.

Project evaluations are scheduled at the end of the second and
fifth years of the Project and will be directly contracted by
AID. The first project evaluation will be done prior to the
departure of the institutional contractor for the UPANIC PMSO.
For UPANIC, the evaluation will focus on the ability of UPANIC to
assume complete management of the PMSO without further assistance
from the contractor, the progress in the subgrant process, spread
effects to smaller farmers outside of the UPANIC-APENN network,
and Project impact. For APENN, the evaluation will focus on its
progress in developing 1its export crop modules and its
information center. The final evaluation will focus on delivery
of outputs under the Project, project impact, spread effects to
smaller farmers outside of the UPANIC-APENN network, and
achievement of the Project purpose.
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INSTITUTIONAL ANALYSIS

I METHODOLOGY

This analysis 1s based primarily on field visits and interviews
conducted during two trips to Nicaragua, 1in November 1990 and
March 1991 At fifteen of approximately 37 local producers
assoclations meetings were held with groups of ten to thirty
directors, members, and managers, and site visits were made to
farms, stores, and other association facilities. Interviews and
discussions were not formally structured by a survey instrument,
but were nonetheless 1in depth and analytical discussions of
current conditions, problems, and attitudes - focussing both on
the agricultural enterprise and the producer’s association
1tself Three independent, private cooperatives were visited and
interviewed in equal depth

Similar interviews were held with each of the six praincipal
comrodity associations, and, in addition, a separate visit was
made to a regularly scheduled board meeting of the coffee,
cotron, and livestock associations. Interviews were conducted
wit 1 the President and Executive Secretary of UPANIC, and their
legal documents and accounting procedures were reviewed briefly
The operational and organizational activities of UPANIC were
observed first hand over a period of several weeks, as much of
the work in preparation of the project was carried out in their
offices

Addstional background was obtained from interviews with
representatives of the National Development Bank, The Nicaraguan
Investment Fund (FNI), INCAE, The Nicaraguan Development
Foundation (FUNDE), The Nicaraguan Credit Union Federation
(FECANIC), the Minister of Agriculture, the National Union of
Farmers and Cattlemen (UNAG), and USAID. Two reports by NCEA,
ACDI, and VOCA, "Estudio Preliminar y Exploratorio del Sector
Cooperativo y Associativo Agropecuario Nicaraguense" and "Private
Sector Agriaicultural Organizations in Nicaragua: Problems and
Opportunities" also provided useful background.

II. PRIVATE AGRICULTURAL ORGANIZATIONS IN NICARAGUA

The current organization of the agricultural sector in Nicaragua
1s the direct result of a period of extreme political, economic,
and social upheaval. ~It has been transformed dramatically, and
i1t 1s subject to continued transformation in the future. The
institutions do not fit into the typical mold of public and
private sector institutions of other Central American countries,

1
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and 1t 1s likely that the development of these institutions will
continue to be atypical The attached graphic lays out the basic
framework of agricultural organizations in the current Nicaraguan
political setting As can be seen, there are three praincipal
institutions supporting Nicaraguan agriculture - the Ministry of
Agriculture UNAG, and UPANIC

A UNAG AND THE GOVERNMENT

The Ministry of Agriculture 1s currently limited in 1ts ability
to provide typical technical support services to the sector
because of both budgetary limitations and organizational problems
that the government has suffered generally in the transition In
addition, the policy of the Nicaraguan government 1s to attempt
to restrict the growth of government in the future as part of the
overall management of the economy, which has been plagued by
hyperainflation and excessive growth of a non-productive public
sector.

UNAG 1s the umbrella representational organization for the
agricultural sector that was created by and supported under the
Sandinista government Its base level organizations are the
cooperatives that were formed through agrarian reforms and land
confiscations. UNAG 1tself was created as a political response
to UPANIC, which exerted 1tself as a strong oppositional voice to
the Sandinistas i1n the early ’80s. While the UNAG system
represents a signifigant number of farmers, 1t suffers from two
significant flaws. First, the member cooperatives were formed
primarily as an expedient solution to political and social
problems, but with no regard, with a few exceptions, for
productive potential or business management Second, the service
delivery system established through UNAG by the Sandinista
government featured levels of subsidization of credit and
supplies that virtually bankrupt the system UNAG 1s currently
receiving an approximately $30 million donation from the Swedish
government to support its ECOPEDA supply store network.

B. UPANIC AND MEMBER ASSOCIATIONS
1. UPANIC

UPANIC was formed in 1979 as a union of three commodity
associations -~ UNCAFENIC (coffee), CAAN (cotton), and FAGANIC
(cattle). These assoclations were originally interested in
protecting their members from what were perceived as threatening
policies of the Somoza government. When these associations
formed UPANIC, then, the Sandinista government recognized it as
legitimate representative of the non-Somoza private sector Its
legal status, in fact, 1s based on a law which created a seat for
UPANIC 1in the new congress. As the Sandinista government became

2
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more and more restrictive of private sector interests, however,
UPANIC began to function more as a strident minority volice in an
adverse political environment

Since 1ts creation, and as part of its representational role,
UPANIC has also promoted the increased organization of the
commodity and local producer associations, with rice, cane,
sorghum, banana, and dairy 3joining; but the essential
characteristic of the UPANIC network 1is that the producer groups
created UPANIC and not the reverse.

UPANIC 1s technically the umbrella of a federated system, 1in
which the directors are representatives of seven national level
commodlity associations, which in turn are direct representatives
of local level producer associations. This federated system does
not operate, however, in a pure form of hierarchical
organization. Because the whole system emerged from bottom to
top and in different commodity groups, there are signifigant
differences from commodity to commodity in the roles of and
relationships between local producer associations, the national
commodity associration, and UPANIC. The specific relationships
are treated below

UPANIC currently has a Board of Directors, President, Executive
Secretary, part time accountant, two secretaries, janitor and
watchman. Their offices are rented, and they own capital
consisting praimarily of one vehicle and office equipment. Thelir
principal sources of revenue have been membership contributions
and donations received from foreign donors.

The Board of Directors 1s composed of 28 Directors, six each from
cotton, coffee, and livestock (the original founders of UPANIC),
and two each from sorghum, rice, dairy, cane, and banana
associations. The Directors for each commodity are
democratically elected by the members of each commodity
assoclation. The Board meets on an approximately weekly basis
as the praincipal forum for discussing primarily policy and legal
problems and solutions. The same board meets annually to handle
official business such as bylaw changes, election of officers,
annual budgets, etc.

There has been only one President of UPANIC during 1ts existence,
with elections having been held several times, but not regularly.
The primary reason for the continued tenure of the current
President has been the perceived need to maintain his seniority
and experience 1n representation within COSEP and before the
government -

The Executive Secretary 1s the permanent presence in the UPANIC
offices. He writes articles for publication in newspapers and

.
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position preces for communication to the government, donors, etlc
He 71s0 organizes ncetings of the Directors, communicates with
ceommodity and loral associations on current topics of interest,
ass1sts 1n the coocdination of legal services, and serves as an
informal clesringhouse of a variety of information for member
as-ocralions

In the early ‘80s, UPANIC received a grant from USATD which
pearnitied the procusement of vehicles and hiraing two staff
ecenomlots 1n support of their representational activities

Since that time, hovever, as the agricultural sector contractled
menber dues Jere ceduced and UPANIC’s scope of activities have
Ihcen greatly cut bhack UPANIC currently operates without a
formal bhudget IHember dues have been reduced from $30/month to
$10/month, alrhiough the plan 1s to increase them back to tLhe
wriginal level i1n the near [uture During the last several
years, operations have bcen conducted at a minimum survival
level, with the Executive Secretary’s salary being cut from
$1,500 to $350/mo, and mouney being raised tnrough tne sale of two
vchicles, and occasional cash shortfalls being covered by
personal lcans The Fxecutive Secrelary has made up some of the
salary loss through a limited wholesale supply operation to
member associations There are no formal fundraising activities
as a matter of policy (due pramarily to restrictive laws under
the former Sandinista government)

While UPANIC i1s currently carries out very limited activities,
their situation nceds to be interpreted within the irstitutional
context of Lhe countiry The financial problems are to a large
degree a result of the tremendous contraction of the private
ayricultural sector Cotton production 1s at 25% of 1its
historical high, coffee production 1s off 50%, and the value of
beef exports 1s approximately 20% of what 1t was twelve years
ayo The 1mpact on private producers 1is compounded by the fact
that the private sector’s share of production has alsc been
reduced from 100% of the total to between 40 and 70%

For the purpose of an implementational entity for this Project,
UPANIC offers the great advantages of strong institutional
identity, recognized leadership, experience 1in representation and
policy dialogue, the ability to organize and mobilize its member
assoclations effectively, and a very appropriate sense of
ownership by the local member associations Given UPANIC'’s
experlence and relationship with i1ts members, no other
organlzation can compare 1n being able to carry out development
activities for private farmers in Nicaragua. The UPANIC
Directors, President, and Executive Secretary are all capable,
well educated, and dedicated individuals
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2 Characteristics of the Ccmuwoditly and Local Assoc.ations
a Comrmon Characteristics

Tne makecup of assoctiations within each commodity group 18
different, bhut there are a few important generalizations that
apply First, these associaticns were formed by farmers ovt of a
strongly perceived nced to ke represented and defended, first
vilhin the repressive policies of the Somoza government, and then
in the hostile environment of the Sandinista government This
has created a sense of unity and cooperation for the coruwon good
that 1s unusual within the private sector

Second, the wenmbers are purely private sector, and the
associaticns are managed with a stiong scnse of bottom line
accountability In virtually every associlation services and
cooperative type commercial enterprises were forned to generate
revenue Lo ensure the viability of the associlation

Third, the whole network was created from the bottom up, and
there 1s a strong sense of ownership of UPANIC and the commedity
assoclations by the local producer associations The nenbers
generally expiressed confidence 1n UPANIC and the c¢r mmodity
associations, with the reservation that they shoula maintain
their representational role There was also a goo: <system of
frequent communication between local and national ieaders, based
in large part on the healthy feeling that the local associations
own the nationals

In addition, the farmer members of the producer ascocrations,
while they are socio-economically diverse, tend to ave personal
characteristics that contribute to the strength ana stability of
their organizations First, leadership--most of the member
farmers come from the better educated segment of society, and
most are farmers who felt a strong sense of commitment to thear
community Second, dedication to agriculture--almost all members
are full time producers who live on and work their own land The
very large Somoza estates and the land of most absecntee
owner/farmers was confiscated i1n the early Sandinista days The
result i1s that in many cases the producer associat ons are
organizations of private farmers that share many characteristics
with North American granges, farmer unions, oOr service
cooperatives, which have been generally gquite successful as
compared with the more traditional social cooperative of Latin
America

Finally, each of the associlations shares the commor
characteristic that while they have been greatly weakened over
the last ten years, they are strongly optimistic that they will
not only recuperate previous levels of productavity, but will
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surpass them and assume the role of agricultural leaders of
Central Zrerica They have very high expectations for themselves
and for the potential of their associations to provide many of
the services they will need i1n their recovery

b Specifirc Characteristics by Commodity

1) Iivestock

FAGANTC 1s the national lcvel federatior of livestock
assoclations It vas formed 1n 1979 by private cattlemen who
were discontent with the vrepreseniation given to the sector oy
the AGN (Asouciacion de Ganaderos de Nicaragua), which was
perceived as being under the control of the Somoza interests
FACANIC 1s the largest commodity association within UPANIC with a
permanent office, several employees, vehicles, office equipnent,
etc , and with 25 mernber local livestock associations

Operations are supported by a voluntuary cneck off on animals
passing through the slaughterhouses, the proceeds of which are
divided belween the local and national associations There are
approximately 6-8,000 farmers affiliaced with the local livestock
assoclrations, but the exact number 1s not clearly defined because
many of the associrations have reducea activities and lost
membership during the recent period ¢f economic hardship The
estimate 1s that FAGANIC affiliates account for 60-70% of
national beef production, or a value of output of approximately
$30 million

FAGANIC 1tself 1s purely representatinonal at present, with the
principal concern being repatriation Jf confiscated land,
animals, and property to the owners r the past FAGANIC
provided technical services through regional extension
representatives, and in the early 1980’s thear program was
supported by an AID grant The local level livestock
assocliations generally represent membership of 200 - 400 farmers
In addition to representing their political and legal interests,
the local associations generally mairtain a small (1 e. inventory
of $5-15,000) supply store, including veterinary pharmacy, and
some provide other services such as ccales, corrals, vet
services, coordination of delivery to slaughterhouses, artificial
insemination, and technical assistance.

2) Coffee

UNCAFENIC 1s the umbrella coffee organization Of the
approximately 10,000 private coffee farmers, there are about
5~6,000 affiliated with UNCAFENIC. Unlike FAGANIC, however, the
national level association 1s quite weak, with no office or



Annex B

perranent employeces, anil the leader<snip his Liadaticnally cwecrged
at Jocal levels

™e Tocal ssocrations ar? organiz d Lo 4 regiens wrihin
thoce regions there vas i:icditionally a nelviork of all local
1ssoctal tons or commiiters Ilatagalpa 'n the ecarly 80’s, for

¢ unple, had a total of _bout 7,000 ncawbers wirhin 1is reglon,
breken aovn into groups »>f as few as 30 forsers Duringy the 1. v
ten years, the smaller gcoups of farress have dicsols »d, with
only about a dozen lecal ~o3ociatiens .uveviving in a te gible

vay

Tne coffece associrations tend Lo be ;v asaonably het~ro, rcous 1n
the @keup of their neubers, with ~ome very large, <ore medium,
and some smaller produc:es Coffee farmers 3lso L nd to ne waoven
1nto the sociral fabric of hillside prodiuction, wiath clcce
physical ties to neighhoring farmers who iy or nay nol bLe
associration members iany of Lthe leadzars aiong the (offce groups
are well educated, witn several having griduate deyrecs The
Hasalepe association had two PhD’s among 1ts members at cne tine,
and vas a technological leider in Ceniral Ameraica

The local associations function very mich like service
cooperatives, and are uilen referred to 2s "cooperacivas', but
could not be officitall rawed a cooperative without affilialion
to the sandinista goverarent through UNAG They have supply
stores, and have i1n the pest provided a wide range of tcechnical
sexvices, 1including tccanical assistance, seminars, certified
seed production, collection and sale of basic grains, =pplied
rescarch, and marketinc Aassistance

3) Colton

C2AN represents 3 local associations, each of which 1s, 1n
assence, a cooperative cotton gin There are dbout 80 Lo 120
menbers i1n each association, with about 120 manzanas of cotton
per member Taken as a whole they represent about 50% of
national production

An 1independent coopara ive of small colton growers with about
1200 members has recenily applied for membership in UPANIC
thiough CAAN, and the indications are that they will be admitted
CAAN 1tself does not have an office or permanent presence, but 1is
merely the name under which the three assoclations meet The six
seats on the UPANIC Board are divided two per association, and
each operates 1independently of the others As cooperative gins,
each association owns 2 considerable facility, and processes and
markets 1ts members cotton, in addition to selling supplies and
providing technical services The gins, however, are operating
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at well bealow capacily due to the decline in cotton produclicn,
and the associations’ services are considerably cut back

4) Rice

The Watjonal Rice Crcwer’s Acsociation (ANAR) 1s a taghtly held
nd efficrent orgianization of about 85 irrigated rice growers
Tt was established 1n 1979 wilh 2,000 shares being distribuced
» Ong rhe moempers 1n progfortion to the amount of land 1in rice
r'his 1s the one exceplion in which the national association was
fored first and Lhe faive local associarions later, with the
national associailon being the primary provider of services

ANAR «wns tuo subssidiary entecsprises, (OARSA and ANASCHMTILIA
COARSA 1s a marketing agent that handles only about 4% of Lhe
couniry’s ,1ce, but which was formed both as a means of
collecting dues and as a hedge cgainst unfair pricing by otlher
rice ma: ket.ng agents. ANASEMILLA 1s a certified seed production
company, that includes a 400 mz farm and processing plant ANAR
nad inocther enterprise, TECHNOAR, that was supported with an
$80,000 AID grant in the early ‘80s to conduct applied research
and techiology transfer It was discontinued after AID support
was cut off by the Sandinistas ANAR members produce between 35
and 50% of national rice production, depending on weather
conditic s (1 e 1n dry years their irtrigated rice has a larger
share or the total)

5) Soryghum

The National Sorghum Producer’s Association i1s the least formal
of the ¢ ganizations, with abovt 170 members and several local
comntttees, none of which has a permanent office or technical
service The function of ANPROSOR has been representational, and
they have conducted analyses of the problems of their sector and
have snlicited assistance from the government and international
donors However, sorghum production tends to be associated with
cotton, livestock, and sugarcane enterprises, and many of the
sorghum producers might consider themselves praimarily cotton
growers, etc

6) Dairy

FONDILAC 1s the milk producers’ association. It was formed in
1966 with the purpose of processing 1ts 400 members’ milk and
providing technical services It now has 135 members still
making regular deliveries to the plant, and 1t represents another
1,200 cattle producers who sell some milk, but who are not
regular members. FONDILAC 1s the sole owner of the milk plant La
Selecta FONDILAC 1itself has 17 employees, half the number 1t

¥ -
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had 1n 1979 LLa Selccta has a cipacity of 28,000 gallons and 1s
currently nroducing about 8,000 <allons/day

r{I IN¢[(ITUTIONAL ISSUES, ALIFTLTAPIVIS, AND RECULHIFNDFD ADT. OACH

In addressing the institlutional ¢oncerns 1n the Project, the
desiyn team confyonted a <eriyes of 1nterrelated 1<sues sune of
which needed vesolution before ot! s ceould be resolved Tre rost
of ihe institutional analysis this ddcc-~.es thcse 1s<ucs 1n the
urder they needed to be resolved and provides (he solutions for
tne varlous admumisiravive and nsosocvient 15163 of the Projuct

ISSUE # 1 Instiaitutional Devele, nznt vs  Preoouciion Tnpact

The drJemma of the Nicarayuan ~qgricaliurial scoctlor 1s that oolh
services are virlually non existent and levels of profiiable
production that would normally gcnerate revenue Lo support the
provision of services are 20-40% of what they were Llen yrars aAgo
The problem 1s coumpounded by the pro<pects for develoj:rent of
services 1in the public sector It 1s unlikely that governnental
policies will permit an expansion of technical services that
would be traditionally provided py the Ministiy of Agricullure
UPANIC and 1is member associrations no lounger provide services due
to their weak financial position and are prinarily
reprcsentational at this point in time These services are
important to growth of the sector but are normally dirfficult Lo
privatize

The guestions that are raised 1n project design as a result of
this dilemma are 1) how much of Project resources will be
dedicated to a general strengthening of UPANIC and the commodity
associations to create better representitional orgenizations and
how much will be dedicated to technical and commerclal service
delivery at the farm level? and, 2) should tne project fund
activities that can have an immediate impact on productivity but
which either tax the institutions or are not sustainable?

The relevance of the first question is 1llustrated by the number
of private sector umbrella organizations that have been created
and supported in development projects 1n Central America, 1in
which the conventional wisdom is that the representational role
1s of primary importance for the private sector, and in which the
distribution of resources 1s highly shewed to the creation of
central offices with highly trained professional staff

First, it 1s important to recognize that with the exception of
development of nontraditional exports where farmers have little
experience, the principal constraint to the rapid development of
the agricultural sector i1s financial, not technical. Constraints
for development of nontraditional agricultural exports are both
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technical and financial The sector 1s decapitalized and
11l1iguid The most 1mpurtant short to medium term role of the
P30s 1s likely to be assistidnce in the provision of creairt and
investTent capital Lo the private producers. The exact role of
the PA0s 1n the provision of credit 1s undefined given that there
ace no tnmed,ately avollaeble financial resources for credit
delivery The clear implications, however, are that 1) in the
traditional ayricnliural seoior, the impact that will he achiecved
by tecimical assistiance alone through this project are
in=ignficant compired Lo ithe magnitude of the problem and the
rotemial impact of finercial assistance, and 2) an important
corsiderot ton in providing assistance to the PAOs 1s to ensure
that the institutions are well prepared to represent their
members 1n the evenlual 1d ntification of sources of credit,
invesvacut capital, and [i1nsncial assistance, and to react
effectively and appropriately to the conditions under which the
financiny 1s available 3) For the development of noniraditional
exports, the piovision of technical assistance in producticon and
markeling does have real posy offs without 1immediate credit if
farmers can adequately produce an export gquality crop,

credit 1s often availlable from foreign produce companies
interested 1n purchasing the produce or other sources

It 1s .gually i1mportant to recognize that the reason for most of
Lthe PAOs’ existence 1s to represent their members, and that this
will most likely continue to be the primary force that sustains
them 1n the future Representation at the national level by
UPANIC has, 1in the past, largely consisted of defending the
members’ interesis against the policies of a hostile government,
and has entailed a primarily reactive posture in an adverse
envirosunent In the future, with expected political and economic
charyes, however, representation will mean something very
different--1including, making positive recommendations to
supportive government, and identifying and reactaing to
opportunities (market outlets, sources of technology, etc , as
well as financial opportunities as mentioned).

Another important consideration, however, 1s that the local
associations withain UPANIC were formed under the philosophy that
their ability to represent the private farmers depends primarily
on the number of members and the bond between the local
assocration and 1ts members This bond 1s a direct result of the
delivery of tangible productive services on a day to day basis
That 1s, at the local level, there 1s no necessary inconsistency
between service delivery and institutional strengthening in the
context of UPANIC private sector associations.

Conclusions and Recommendations The project approach that 1is
most consistent with the 1institutional setting i1s to build upon

10
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the natural characterisitics of the UPZNIC nember ascociations and
network, and -hould have wwo principal components

1) sticngthen the i1nstaitutions from Lhe loltom up, and

2) diurcct the gqrcat oulk of resovurces 10 »upport actavitics ihat
will h.ve a measurable 1 pact on preductiivity and profitability
it the farm level and vhich ¢in beco e finencially sustainable
The sjpccltic relatienship between stroongthening of
reprcoentational and direct technicil services should be os
folle s

1) Directly stiencthen the techrical and counerclal
seyvices of local level producer a.cociations

11) Provide support to the services of UPANIC and ihe

Co modity assoclations 1if they dicectly -upport the local
assoclations and could not be carried out locally Given
the spcciralized nature of services needed for esport crop
production, assistance should be provided through an
organization capable of providing these services to local
assoctrations and producers i1nstcad of providing each
association vith a small amcunt of assistance

111) Provide TA at all levels, as nceded, i1n 1mproved
administration and organization

1v) Strengthening of the delivery of technical and
commercilal services will result in acasurable i1ncreases 1n
productivaty and profitability, which in 3nd of itself will
Justify the project

V) The assistance provided in 1, 2, and 3, will,
additionally 1ncrease membership, i1ncrease sassociation
income, 1mprove communication at all levels, and create a
greater instiiutional presence

vl) Because there are few formal representatiocnal
activities that can be discretely i1dentified, supported, and
whose results can be objectively measured, the project will
provide only limited assistance 1n support of
representational functions

v11) The combined results of 5 and 6 will adequately prepare
UPANIC and the PAOs to represent their members as will be
required i1n the future

11
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rSSUE # 2. Desaign of Assistance

-1 «¢n the <strategy of providing assistance to productive services
ard dirccting 1t from the local associations up, the question
1r1¢¢s how Lo dcsiyn Lthe specific programs of assistance The
1licenatives are to design specific programs of assistance for
tre P20s prior Lo suplementation of ihe project (Lhe activities
ot which wonld be impl-mented during the project), or to design a
system for selecting proposals for assistance, with the project
tnetuading actavities 1n support of the design and selection

prec 2es as well as 1niplementation of the service programs

The rccormended approoch 1s the latter for support services for
tecwylronal agriculture for the following reasons for three
pLincipal reasons

1) Tnere are too many different associations with different needs
to <tandardize an approach or design different approaches 1in
pre-project activities

2) The conditions of the agricultural sector are changirg too
quickly to identify the constraints that might be most 1 portant
a year or two into the project

3) The PAOs will need to develop new approaches to new f oklems
pdortunities that they have not faced 1n the past, and w.1ll nced
1i1me and assistance 1n analyzing problems and coming up with
appropriate and feasible programs

The implications of taking this approach are that

1) The project nceds to be front-loaded with assist 'ce 1in
developing proposals

2) An effective method of selecting the best proposals 1is
needed

3) There 1s a significant management burden of accounting
for and supporting a series of different sub-projects.

Support Services for Non Traditional Adgriculture

With the advent of the CBI and increased AID emphasis on support
for trade and outward oriented economies over the past 10 years,
a significant body of knowledge has accumulated on the types of
services necessary to support increased non traditional
agricultural exports (NTAEs) and their respective 1impacts This
knowledge 1is the result of an over $180 million AID investment in

12



Annex B

ciop divrrsification and non-traditfional agricultural exyort
progrims since 1985 in CBI AID assisted couniries

A Jovember 1990 TAC Bureau and PPC/CDlE study entitled "Fxport
oot 1on and Tavesiment Promotion Svsidinability and Lifective
Service Deliveary™ wdentified five different institutional models
in vogue and <ome criteria for choosing «mong them, TIlLe .wdel
uced and the wvay ithat services are provided {o ritversify
rroduc tion to NTAUs depends on the clientele to be cerved
(forein dxnvestors vs local proovecers), the type of existing
mstitutional strnctnre that osn be use for Lhis purpuse
(nenber hip, yovernment, independent privete (ntily, or p.oject
1aplement at ton unit), and wneiher Lthe program primartily provades
concentrated, customized assiciince to a few largeted fioms and
producers or standardilzed nssistonce diffu ed across a larye
number ot firms and producers (customized or standardized) The
follewing are the five models

1 Government unit providing diffuse 1apact, sustainable,
standardized services for investaent promct.on,

2 Independent private entily, providing concentrated high
1mpact, but limited sustainable, cuslomizcd services for
investment promotion,

3 lMember<hip organization, providing ditffuce 1mpact,
sustalnable, standardized services to membecs for export
promotion,

4 Donor supported project implementation unit providing
concentrated high wmpact, low sustainable ustomized export
promotion services,

5 Targeted prougram within membeiship organirations providing
customized erport promotion services.

Several general conclusions were reached The first was that
export promotion and investment promotion require different
services and different skills, and as a rcsult should be housed
in different organizations or at least separated as very distinct
programs within a single organization The same 1s true of
customized versus standardized information and of agricultural
versus manufacturing promotion However, 1t was pointed out that
there 1s no perfect model 1in terms of impact and highest return
on 1nvestment and that, 1f possible, a model should be customized
to the existing institutional infrastructure so as not to
duplicate start-up costs and move the effcrt along faster

The target clientele for the NTAE effort are the medium and large
farmers i1n the local producer associations which have sufficient

13
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capital to invest in such efforts. The only existing
instaitutional infrastructure to provide assistance in the NTAE
area 1S the Nicaeraguan Asscciation of Non Traditional
graicultural Producers (AFENN) Neither the GON or any other
orivate ovrcanizal ion has any capabilaity at all in this area

APENN 1s a reubership organization focussed on export promoiion
for agricultucal producers and agribusiness interests, many of
APEVN’s acpbers are neors of producer associations under the
UPANTC umbrella with a strong interest i1n diversifying away from
monoc rop farming APENN was started in July of 1990 and has made
considershle progress in Ianstilutional development It proposes
to provide customized snd targeted assistance for which 1t will
be difficult to recover costs The 1ssue at hand 1s wheiher
supporiing APENN with i1ts planned program, helping APENN design a
d1fferent program, or trying to start another organization vith a
different program 1s the best way to diversify production among
the UPsNIC affiliated producers and increase the production of
NTAFs

Given that the target farmers are affiliated with both APENN and
UPANIC and cthe considerable progress APENN has made as a NTAE
pronotion organization, assistance through some other
organization 1s not appropriate The question 1s what type of
program should be supported within APENN Given the findings of
the evaluation above, the program should clearly focus on export
rather than i1nvestnent promotion This leaves the 1issue of
customized vercus standardized services (general information vs
sp2cific extension and markeling services) and sustainability
After the 6 year U S trade embargo, the Nicaragua agricultural
sector 1s poised for a take off with grower interest and
expaectations very high Acccrding to i1nitial assessments of
potential NTAE producers, they are at a stage where they need
customized extension and marketing services and initial
profitability will not enakle them to pay for these services

2ID should then subsidize these services 1n the beginning to
build a strong group of NTAE growers and provide immediate 1impact
in NTAE production Once NTAE growth 1s achieved, APLNN can
switch to an emphasis on standardized 1nformation transfer and
charging fees for i1ts serv..es to make 1ts program sustalnable

A strategy for sustainability 1s provided in the financial
analysis

ISSUE # 3 Project Management

There were three approaches to Project Management considered
direct grant or cooperative agreement with a US PVO to cover
activities for both traditional agriculture and NTAEs, a
cooperative agreement to UPANIC and Project management by UPANIC
with a subgrant to APENN for NTAEs, and cooperative agreement to

14
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UPANIC ond a contract with an 1institutioi1al contractor to narage
project i1mplenentation for UPANIC conpo: futs and a cooperative
agreement to APENN with APENN manigz2mcnt The lattier was
recormended for the reacon that it best fakes advantage of the
UDAIITC and APENN institutional stiengihs, provides professional
managcaent expertise 1n the arcas where UPANIC 1s reak and 3llows
AlLFHN vhe flexaibility to continue Lo ¢} “tate with tne 1nitsitive
that 1t has shown, and avoids implcneatational delays {hat ronld
be nceded to develop a management cap:bility withain UPZNIC

A U S PVO offers evperlence and capanility in project
implementation and ainstitutional develop ~enc, and conld peov.de
complete accounting and administrution vf all projcct funds
UPANIC would be another subgrantee unrdesr Lhis icrangenent,
similar to the member associations. Outside PVOs o nol have +he
experience ir policy dralogue and repicsentation *nd ¢c.n not
develop the tiust and working relationships with the local
assoctations Lhat UPANIC and APENN already enjoy The PvOs veuld
then be virtually reliant on UPANIC and APEIN to cariry out
Project activities and would add very li:tle capability to what
UPANIC and APENN already bring to the Project while being
considerably more costly Private ccensulting fiiwms can help
provide UPANTC and APLNN with the ski1lls in AID project
implenentaticn and management that they nced more effectively
theough a conwract to provide the neces<ary implementation
systems and ¢« .a®f training While some PVOs may have equal
expertise 1n tnese areas, they do not have a demonstrable
advantage that would justify channeling all project funds through
them via a grint with overhead charged on the whole amount of the
Project instead of the amount needed to cunts;act che necessary
technical assistance

APENN has deroistrated considerable i1nitiative and 1t wvas decided
that pioviding assistance to APENN through a supgrant to UPANIC
would stifle APENN’s progress given the considerable start-up
tasks facing UPANIC without adding the NTAE sector

Additionally, APENN has been receiving management and financial
assistance from the PROEXAG Project and will be able to very
aptly manage 1ts own program.

As reciplent of a4 cooperative agreement, UPANIC offers the
signifigant advantage of being able to organize and mobilize the
potential subgrantees, their member associations. As has been
mentioned, the relationship between UPANIC and the comnmodity and
local producer associations 1s strong and appropriate The
weakness of UPANIC 1is that they have not had a signifigant
administrative work load in several years and have no specific
experience ir the implementation of an AID project since their
last project was ended by the Sandinista Government in 1982 As
explained, there are legitimate reasons for the low level of
administration and these do not present serious problens
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ewever, 1t i1s clear that UPANIC will need some technical
«ssistance 1n aaministration and subgrant management through at
jeast the first part of the Project Training UPANIC 1n the
delalled aspects of AID implementation before project start-up
ould delay the Project significantly, increase the work load on
Fu 1lready bardenced USALD staff, and result in less than adequate
P;oject ceperuing and management during the critical early stages
i 1mplelentation

Cstanliching the Project management under the direction of an
institutional contiractor offers the advantages of AlD project

1 plerentilion experience, access Lo home oftice staff and short
tesm 1dvicosrs to nelp set up the necessary system of policies and
procedures under which subgrant funds can be released, access to
short-Lterm technical advisors with specialization in the needed
arcas of agribusiness and technology, and AID monitoring of
iwplementation through terms of an AID direct contract

The disadvantage of an 1institutional contract 1s that 1t places
an overhead burden on Project funding and the need for assistance
vecreases during the latter half of the Project Limiting the
contract to thairty months tailors 1t better to the nceds of
Project 1mplementation, and allows the UPANIC Executive Secretary
to be phased 1in as manasger of the UPANIC Project office after he
has acquired the necessary know-how 1in the AID management

PLOCESS

IV PROJECT ORGANIZATION AND MANAGEMENT
A ORGANIZATIONAL FRAMEWORK

"he organizational framework of the Project 1is designed to take
naximum advantage of UPANIC’s strong coordination and leadership
capabi1lity and APENN’s technical and management capacity, while
creating a project management that will permit rapid start up of
the Project and delivery of effective assistance to local
assoclations in the critical early stages of project
implementation

Responsibilities for Project administration, implementation, and
coordination rest with four separate entities - APENN, UPANIC, a
separate Project Management and Support Office managed by an
Institutional Contractor within UPANIC, and the Project Steering
Committee A separate cooperative agreement will be provided to
APENN which APENN 1tself will manage and implement. Specialized
outside technical assistance will be provided to APENN 1n
production and marketing of NTAE as necessary. This assistance
w1ll be provided through the Project contractor who also will
procure equipment for APENN.
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UPANTC wi1ill be the major reciplent and will provide a series of
csubgrants to i1ts menbers UPANTC w1ll have responsibility for
cfproving, <igning, and oversceing the subgrants, and the UPANIC
Buard of Directors will be the principal forum for organization,
~c01lizalion, and coordination among the mewhir 3s<ociations
UPANIC, however, has becn functironinyg at a very low lcvel of
«duinistrative activity for scv ral years, «nd hes not

1mple ented or managed developmuent projec:s of tLhis magnit de for
a nunber of years Furthesnwore, becauce Lhe Lreat bulk of
Ftoject recvources will Le di.turced 1n subgranis daring the first
tvo yeirs of the Project, with virtually all of the suvogr.nis
leing at least avarded during that Limwe, Lhe nnnagewment work leoad
18 skewed heavily teward Lhe beginning of the Froj3et, when
~ccounting, reporting, ard procurement procedurcs are snstalled,
a selecction process s established, assi tance 1g provided to
nember assoclations in developing subgrant propocals, sukgrants
are awaided, procurenents are made, and assoclations begin start
up acltivities ror these reasons, the UPANIC activities will
initially be managed by an institutional coniractor wich specific
evperience 1n both agribusiness and service delivery projects and
USAID accounting, reporting, and procurement proccdures

The i1nstitutional contractor will provide an evpatriate advisor
who will hire the siaff of the PMSO Staff members will work
directly for the contractor for the first nine months of the
contract and then w1ll be contracted by UPANIC The expatriate
advisor, however will continue to manage the st aff and operations
of the PMSO within UPANIC for the first 24 months of the Project
During this time, the contractor, through 1its wmanagement of the
PMSO and with additional short-term technical advisors and home
office staff, will set up the Project policies and procedures,
assist 1n the design of the selection criteria and procedures,
provide assistance to i1ndividual assoclations 1n development of
proposals for subgrants, account for Project funds, oversee
development of the data collection activities, provide
assoclations with short term advisors to assist i1n starct~up
activities, and set up a Project monitoring and reporting system

buring the 18th through 24th month, the contractor will Legin
working more closely with the UPANIC Executive Secretary or other
designated employee as counterpart, to familiarize him with the
accounting, monitoring, and reporting procedures that have been
established From the 24th through 30th months, the UPANIC
executive secretary will have management responsibility for the
PMSO, with the contractor serving as advisor. After the 30th
month, the institutional contract will have ended The staff of
the PMSO will remain the same, except that i1t will be managed
directly by the UPANIC Executive Secretary It 1s reasonable to
expect that UPANIC will be able to assume this responsibility,
because 1) the work load will be much more regular than at the
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beginning of the Project, 2) UPANIC will have become familiarized
wiih the .y tem, and 3) there will be a continuation of staff 1in
ithe technical and administrative offices of the PMSO

The Froject Stcering Commititee (PStC) 1s the other principal

m nagrnent oentaty The PSLC will be respcnsible for selection of
subgrants, and recoumer dation to UPANTC of approvals or
disapprovals The PS1C 15 1n effect both a technical advisory
board und a trustice of rtcsoucces The inlention would be that
UPANIC will conduct an election among 1ts general membership to
pame three well hpovn and respected leaders from the coffee,
livestock, and cne other crop sector These persons should Dbe
chosen for their technical understanding, business acumen, and
objectiviiy There are many qualified leaders of this stature
vivhin Lhe UPAMNTIC nambership In addition, the contract chief of
party will sit on the PStC, primarily because he will be working
on a daily basis with the associations, and will be able to
assist the other menbers wilh more detailed analytical work
Finally, a reprcsentative of USAID will be on the committee to
provide the important per<spective of AID policies and guidelines,
and for his important advice as a development professional

A detailed description of each 1s as follows
1 Project Mansgement and Support Office

Responsibility for project implementation will be centered 1in the
Project Management and Support Office of UPANIC, under terms of
the cooperative agreenent. The manager of this office during the
first 24 months of the Project will be the expatriate chief of
party of an AID direct instatutional contractor The office will
be staffed by two technicians, an administrative assistant, an
accountant, and a secretary, all of whom will be employees of
UPANIC, but who will ceport directly to the contract chief of
party The oftice will receive further assistance from short
term advisors and home office staff of the institutional
contractor The two technicians 1in the office will be recruited
and selected by the contractor They will have experience 1n
agraibusiness, financial analysis, and some aspect of technical
agriculture. One of their primary responsibilities will be to
assist the associations with analysis of 1deas for service
programs and development of proposals for subgrants. There will
be about 40 - 60 subgrants under the Project, but most will be -
fairly straightforward support to expansion of ongoing
activities The primary work load of the technicians will be -
with 8-10 associations each in which the level of analysis and
design willl require some signifigant assistance. They will also
be responsible for working with the UPANIC economist to ensure
the development of member surveys and a data base, and for
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monliworing associration reporting and compliance with terms of
subhgrantis

The administralive assistant will manage procurement ~nd
accounting, assisied by a full time accountant There will be
approxinately 40 - 60 subgrants, a brsic cooperative agreelent 1o
UPANTIC, and an AID dircct contract to bhe accounied for This
v1ll (ecuire compiling sdvance/liguidacion cequests Mrom
subgrantces for submission to AID on a gquarterly bas.s

The relatiounships between this office, AID, and UPANIC 911l »e
laid out 1n the cooperative agrcement and contract Under trose
agrecneants, the ATD direct conctraclor will have responsibil. .ty
for the successful operation of the Project Management and
Support Office, will select and supccvise the enployces wnat
-tarf that Office, and will report directly to the USALD project
officer USAID will desigynale the UPANIC Txecutive Secretary as
the official counterpart of the contract chief of party, and vLhe
Executive Secretary will be advised of and will make
recommendations concerning all major project decisions In the
course of Project implementation, the Executive Secretary will
become increasingly familiar with the operation of the office,
and during the last six months of the contract, will as=une
responsibility for management of the Office, with the conwract
chief of party as an advisor

The functions of this office will be
a Technical Assistance and Support

- to Steering Commiitee 1n development of detailed subgrar.
criteria and selection procedures, (Chief of Party)

- to local assoctiations in development of subgrant propc<als,
(Chief of Party, technicians)

-~ to UPANIC 1n development of improved administration and
analytical capability, (Chief of Party, short term advicours)

- to national level commodity associations in development »>f
national level training plans, (Chief of Party)

- and specific short term technical advisors to assist local
and national associations in the start up of technical «nd
commercial services financed under the subgrants

b Direct Project Management and Administration

- 1nstall UPANIC policies and procedures for accounting,
reporting, and procurenent under the Project (short term
advisors, home office staff, Chief of Party, Administrat.ve
Assistant).

- provide accounting, reporting, and procurement services to
UPANIC during the project, including:
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- receive from subgrantees, analyze, corpile, and
summarize Aadvance/liquidation reports

- tranemit summary of advance/liquidations

- receive and account for records of disburcements,

- receive and complle periodic reports from subgrantees,
and summarize for transmission to UPANIC and AID

- cunduct a8ll prorurement for UPANIC and Project Management
ind Support Office under the agreement (Administrative Asst)

~ prtocure wajor imported i1tems under subgrants, as needed
{(Administrative Awst),

? Project Steering Comaltilee

The Project Steeraing Cummitiee will be crealed under terms of the
granc agrecement with UPANIC for the purposes of.

- approval of detailed subgrant selection criteria and
ptocedures, to be submitted to AID for apgroval,

- dcvelopment of specific guidelines for the allocation of
funds 1n tranches for institutional support and special
project subgrants, to be submitted to A2ID for approval, and

- review of subgrant proposals and recommen ation to UPANIC of
approval, disapproval, or modifications

The Steering Committee will be composed of five members three
represent itives of UPANIC, elected by the membership to represent
coffee, livestock, and annual crops, one repre<entative of USAID,
and Lhe chief of party of the institutional co cractor The
UPANIC representatives will drawn form the general membership of
local and commodity associations, and will not necessarily be
officers or Directors of UPANIC or the associations They will
be approved by AID The Steering Committee will receive no
direct support under the Project, but 1indirect support will be
provided by UPANIC, including office space for meetings,
secretarial support, and travel and per diem for members coming
from outside of Managua

3. UPANIC

UPANIC presently consists of a Board of Directors, President,
Executive Secretary, half-time accountant, and two secretaries
In addition to the services provided by the Project Management
and Support Office, UPANIC will receive equipment through the
Project contractitor, office repairs, salary support for all staff
1in the PMSO, salary support for some permanent staff, and salary
support for a full-time economist.
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The staff cconomist will report tc the I'xecutive Secretary, and
w1ll have responsibility for developing UPANIC’s data base and
analytical capability Since the data base will be drawn fs;om
the same sourccs (especially member surveys) as the data bases
u<ad for project reporting and evaluation, the work of the
economist wi1ll be coordiratcd wilh the work of the PMSO, and he
w1ll conlribute to the design of data collection and reporting
systems as necded

The UPANIC accountant will operate independently of the PHSO
accounting office, and will provide an additional check on the
proper use and accounting of suborant funds The Function of the
UPANIC accountant as relates to the Project will be to provide
accounting for UPANIC’s institulional strengthening activities
and to act as an internal auditor for all subgrant activities
He/she w1ll also be responsible for other normal accounting
functions at UPANIC which are separate from Froje.t funds and
activitaies

The praincipal role of UPANIC in the direct Project management
will be to organize the associations and provide leadership 1n
the orientation of projects and proposals that are developed
under the Project This role 1s a natural extension of the way
1n which the UPANIC network opera:es currently To a large
degree, the success of the Projec. will depend on the quality of
1deas and plans contained i1n the s»pgrant proposals, and, while
Lhe associations will be receiving specific support in the
analysis and development of their proposals, UPANIC will also
play an important role i1n this process. UPANIC has among 1ts
menmbers the leading techrical and agribusiness experts in the
country. The role of bringing tF m together and leading them in
a discussion of problems and possible solutions under this
Project will be crucial The organization, coordination, and
communication among members provided by UPANIC will stimulate the
1dentification of effective and possibly new projects and
programs, will identify the proper roles of national and local
associations 1in these programs, and will permit a dissemination
of 1deas among the many local associations involved.
Specifically, UPANIC will.

- coordinate the election of Steering Committee members,

- organize and register member associations for Project
eligaibaility,

-~ organize commodity groups to discuss technical and market
problems, possible solutions, and relation to Project
subgrants

- provide a channel of communication between members and the
Project Steering Committee
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- coordinale official communications between AID, the Steering
Commitire, and member associations,

- coordinate merber associations’ requests to the PMSO for
speclal assistance and training,

- hire PMSO staflf

- receive and account for ATD disbursements

- maintain contirol over a complete duplicate set of Project
reco:ds and accounts,

-~ agsume rosponsibilily for management of the PMSO in the 24th
month of the Project

B ADMINISTRATION aND MANAGEMFNT
1 Adminicstration

The nature of this Project and the institutional characteristics
of UP2NIC create a very distinctive management and administration
burden, 1n many ways very different from most AID projects.
First, the strength of UPANIC at the base level associations has
lead to the unique bettom up approach to institutional
strengthening and to the concept of a number (estimated at 40-60)
of individually tai’ored subgrants to base level associations

The Project will reguire a system of gquarterly advances and
liquidations This obviously creates a signifigant
adninistrative loac 1r accounting alone. It also creates the
need to monitor, repoit cn, and evaluate a number of
sub-activities that will frequently be very different
Additionally, UPANIC has been through a ten year period of
greatly diminished rinancial and administrative activity, and has
only limited experience with AID Projects

At the same time, hovever, UPANIC and the member PAOs represent
an exceptionally well organized, unified, educated, and
managerially capable group of leaders from the private
agricultural sector of Nicaragua What they lack 1s an operating
administration in UPANIC and AID project management experience
The approach of the Project, then, 1s to contract an
institutional consulting firm with signifigant AID project
implementational evperience to assist UPANIC 1n setting up
administrative pol.cies and procedures, and 1n providinhg
accounting, monitoring, and procurement services during the first
two years of the Project The cratical steps in this process
will be-

- AID direct contract signed making obligation, long-ternm
resident advisor and short-term advisors and home office
staff in accounting, administration, information services,
etc., in-country;

- Accounting, personnel, procurement policiles and procedures
completed by Price Waterhouse and approved by AID
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- Conlractor makes any changes in the subgrant criteria and
procedures 1in Annex E and submits first to PSLC of UDANIC
and then to USAID for approval,

—— Project Implementation Letter 1ssued approving above,

-- Contractor procures vehicles and oifice equipment for UPANIC
¢nd PMSO,

- - Countractor hires PMSO employees and begins to elaborate
first round of subgrant proposals,

- Agreement signed with UPANIC, obligating funds, and UPANIC
hires employees supported under 1ts institutional
strengthening componenti After first nine monihs, UPANIC
l.rectly hires the PHSO employees These are sti1ll direcled
by the contractor chief of party,

- 2dvance liquidation procedures bequn for direct support to
UP2NIC under cooperative agreement,

- Subgrant agreements approved, including annual budgers for
li1fe of subgrant, and quarterly budgets for first year,

- Assoclations given advance/liquidation forms and 1nstructed
in their use,

- Advance/liquidation requests from subgrantees delivered to
PMSO, reviewed, compiled, and transmitted to USAID as a
single disbursement request,

- A1l major procurement i1dentifies for subgrantecs, and a
consolidated procurement managed by PMSO;

- Lisbursements received by UPANIC, and -ubdisbursenents made
to associations on the same basis, against advance requests

- annual audits conducted at PMSO, UPANIC, and selected
subgrantees.

The e2ntralized operation of the PMSO will be easy to monitor,
and ‘ie use of an experienced firm and the time and resources
dedicated to installation of an administrative system should
ensure an effective administration. The critical area where the
administrative system 1s subject to problems will be in the
management of budgets at the local association level, and in the
physical transfer of forms and money from Managua to the field
This potential problem 1is ameliorated somewhat by the fact that
most of these associlations have now and have maintained
func.ioning commercial operations that require a saimilar or
greater level of administrative competence In those cases where
adminlistration 1s a weakness, the field technicians will be
making visits on at least a bi-monthly basis, and will assist
with compliance.

Administrative coordination between the PMSO and the field will
be further simplified by making all subgrant selections and
approvals 1n a few discrete groups. As described in the Detailed
Subgrant Selection Procedures, most subgrants will be awarded 1in
two selections approximately six months apart, and the remainder
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will be avarded at approximately six month intervals  All
subgrants will operate on the same quarterly system, and
procurcment will be consolidated to the extent possible

2 Project Management, Coordination, and Support

Tne PAS Project closely rLesembles a private investment fund, 1in
which 1nvestments are to be made 1n the commercial and technical
services of local producer associations. The basic premise of
the Project 1s that the PAO members are fundamentally sound
faimers, that the agricultural enterprises can be profitable
ayain under the emerging political and economic environment, and
that the PAOs are well managed and supported by their members

The mis<ing ingredienls after ten years of decline are financial
support Lo their services and access to some of the technological
advances thal have gone on during their virtual isolation from
the world These are very much like the conditions that a
investor or venture capilalist would look for in a new 1nvestment
~--a basically sound opportunity that requires his capital, some
minimum management 1mprovements, and specialized technical or
market orientation

This parallel 1s especially applicable to the management and
support needs of the Project Like an investor, the Project
management has three principal types of management decisions and
activities - selection, assistance, and mid-course adjustments of
problens, and, like an investment, the success 1s almost entairely
determined by the selection Assistance will be important also,
and wi1ll be of two types*® assistance 1in analysis and preparation
of proposals for subgrants and specialized technical assistance
1n start-up and operation of service programs and enterprises
Mid-course adjustments typically take on three forms - reduction
or stopping of assistance, increased assistance, and management
intervention These are the least effective management tools 1in
a project of this nature for several rcasons, also discussed
below

The 1mplications for the Project of these management needs are
that considerably greater levels of management resources are
needed 1n the early stages of the Project, when the selections
are being locked in, and that an important qualification of the
Project manager 1is an understanding of business and financial
analysis and decisions

This need to front load the Project with experienced and
qualified management guidance 1s the most important reason for
the use of an institutional contractor to manage the PMSO for the
first two years. The contractor can provide better access to
more qualified agribusiness expertise. The management decisions
and work load i1n the latter half of the Project will require less
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spfcralization, and 1t wi1ll be within UPANIC’s ability to assume
nanagement reepon<ibility

a) Men genent of the <election Process

There are -everal very discrete activities involved 1n the
process of developirg and selection of subgrants, and decisions
nade at each stage tend to 1ncreasingly determine the eventual
outco e of the process Ef fective management requires providing
adequate recsources 1n the carly stages

1the principal steps 1nvolved are

~ design of dotailed seleclion criteria and procedures,

~ developrent of concepts for subgrant service programs and
enterprises,

- analysis of alternative approaches and development of
proposals, and

~ selection of proposals for subgrant awards

The agreement wilh UPANIC will lay out specific selection
criteria and procedures to be followed in awarding subgrants
Howcver, 1t is also 1important to permit the people who will be
responsible for the ultimate selection to review these criteria
and work out their own detailed system for interpretation and
application of these In doing so, they will develop both a
Lbetter understanding of the criteria and a sense of ownership,
and hence an incentive to see that they make the system succeed

The Project Steering Committee will be responsible for approving
this detailed system that will be designed by the Project
Contractor using the basis built in Annex E and should include
an assignment of points and definition of minimum criteria, etc
As a member of the PStC, the contract Chief of Party and the AID
representative will provide guidance The finished product will
be submitted to AID for approval The process of developing the
proposals will consist of two parts the meetings, workshops,
and informal brainstorming sessions that UPANIC will promote and
organize for the members to discuss problems and possible
solutions, and the formal analysis of alternatives and detailed
design

The responsibility for assisting the associations with analysis
and design of proposals will be entirely with the PMSO under the
direction of the institutional contractor Chief of Party. The
two technicians will be responsible for most of the field work,
and will have a work load of 6-8 associations at any one time
There will be a wide variation in the amount of work needed to
ass1st the various associations, and i1n some cases the
technicians will handle the work themselves, i1n other cases they

25



Anhnex B

w1ll be supported by the Chief of Party, and in others they will
bring in specilalized short teirm advisors under the contract to
provide additional support and guidance

The final <tep 1s the actual review and selection of propo<als to
be funded witih subgrantis The responsibilaty lies with the
Project Steering Committee, which then passes recommendations to
UPANTC, who in turn transmits a surmarcy Lo AID for approval (or
more likely a statement of "ao objection") The PSLC will
include the contractor Chief of Party and an AID representalive
l'heir roles vill be important i1n contirually reinforcing within
the PStC the underlying principles of the selection criteria and
the serioueness of the responsibility The contractor further
pirovides the Steering Committee wilh access to assistaence in
additicnal analysis or an explanation of the background work that
was done 1n picparation of the document The PStC nas no
resources of 1ls own, but will be provided office space, logistic
and secretarial support, and travel money and per diem as needed
by UPANIC

b Management and Coordination of Technical Assistance

The use of a 30 month 1institutional contract to initiate Project
activities 1s important for the access 1t provides Lo specializad
and gualified technical assistance As mentioned, technical
assistance 1s 1mportsnt to the success of the Project 1n two
principal stages - 1in analysis and design of proposals, and in
start-up activities of services and enterprises under subgrants
The effectiveness of that assistance 1in contributing to Project
success, however, diminishes after the first two to three years
At the same time, during the course of Project implementation,
UPANIC and the member associations will be developing an erpanded
network of contacts throrgh short term consultants and fornal
training activities such as Farmer to Farmer visits and
international courses, meetings, and seminars, and they will be
increasingly avle to 1dentify and contract technical advisors on
their own

As mentioned above, the critical area for technical assistance 1is
in the analysis and design of subgrant proposals This will Lbe
the sole responsibilaity of the PMSO. Coordination of the
assistance, however, involves both UPANIC and the PStC Because
UPANIC w1ill be responsible for organizing the associations,
orienting them, and coordinating the meetings in which the
Project 1s discussed, they will have the first best ideas of the
needs for assistance 1n development of proposals They will,
therefore, communicate closely with the PMSO in these activities
Additionally, they will want to ensure that they are providing
guidance that 1s consistent with the approach of the PMSO.
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Most 1mportant in the coordination of technical assistance in the
analy<1s and development of subgrant proposals 1is that the PStC
have a .means by which they can request additional ana.ysis of a
proposal or send 1t back for modifications in the design The
Project provides for this by placing the contractor Chief of
Party on the PStC, and by phasing selection i1n approximately six
monch i1ntervals Technical assistance needed 1in start-up
activities will be 1dentified in proposal documents, and will be
provided through simple work orders under ihe institutional
ccnliract Technical assislance needed for mid-course changes 1in
operations or for support in the later stages of the Project will
be 1dentified and contracted directly by UPANIC or the nember
assocration

c Monitoring and Reporting

The essence of a monitoring and reporting system 1s tre
generation of timely information for use in making management
decisions during the course of the Project In this Project, the
most important decisions involve the selection of prcposals for
the award of subgrants As discussed, 1t 1s therefore, 1mportant
for a representative of AID to sit on the PStC This permits
immedlate and direct monitoring of the most critical activities
of the Project, and provides AID direct access to the analysis of
the information contained in subgrant proposals.

The other areas requiring a monitoring and reporting system are:
contractor performance, grantee performance, subgrantee
performance, compliance with AID regulations, and gereral
evaluations Grantee and contractor performance will be
monitored directly by the USAID Project Officer Mc i1itoring will
be based on observation of performance (in the PStC, =tc ) and
quarterly reports The contractor’s quarterly reports will be
pased on quantifiable targets of performance of both the
contractor and the FMSO. They will additionally include
indicators of performance by subgrantees. The quarterly reports
of the grantee will be based on specific targets, established in
the cooperative agreement, which indicate the grantee’s success
in developing better representational services

The first Project evaluation 1s scheduled for the end of the
second year, prior to the departure of the institutional
contractor This evaluation will focus on Project management by
the contractor and the ability of UPANIC to assume management of
the PMSO Reporting requirements for subgrantees will be defined
in subgrant agreements These wi1ll include quarterly reports of
activities 1n compliance with the approved work plar and budget,
and will be attached to advance/liquidation requests Ir
addition, the subgrantees will submit impact reports on an annual
basis, in which they describe the qualitative changes in farmers’
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circumstances as a result of their cubgrant activity, and
c>timate the guantitative impact 1n yields, areas planted, price
inurcaces, cost savings, lncome, etc

khile the annual reports of the 1ssociavions will provide so.ae
bas1s for an objective, quanitifiuble cvajuation of project
impact, rhey will not be sufficient A fundemental 3crivity of
this project 15 Lhe development of wmermper surveys and the
ccupllation of results i1nto a data base 1n UPANIC These will be
conducted during the first eighteen nonths of the Tioject, and
will <er’e 3s baceline data for a f.ral evaluatiun in rhe f1{ch
year, at vhich time sclected surveys ci.:n be repecated

Finally, annual financial audits will be conducted vy an
1nCependent audilor UPANIC and APLEsN #1111 be audited rcgularly,
and subgrantces will be selectively audited, bised on conditions
of the subgrant agreceuents
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FINANCIAL ANALYSIS

1his financial analysis 1s divided into three parts 1) financial
viability, 2) financial susiainabilaity, and 3) detailed cost
eclimates for the Project

PART ONL  FISJANCTAL VIABILITY
T Tntroduction

"le purpose of Part One of this financiral analysis 1s to estimale
tne effects of a grent apecn the producers and Associations to
hich the yrant of funds 1s directed Measures of effects will
Le scue corbination of i1ncreases 1n production efficiency,
incresses 1n employmwent, generation of foreign exchange, and or
sustainabilily of the activity after the end of the girant period
Some of the activities for which funds are granted will be of the
ort 1ntended to 1mpact the producers directly These might
include swall machinery pools at the aAssociation level, renting
out services to members, sponsoring technical field days,
cestocking Association stores with supplies needed and used by
members, etc I'or these direct income creating activities, the
financial analysis can be relatively straightforward, in the form
of unit activity budgets or partial farm budgets

Some grants nay be made for purposes of strengthening the
Associations, such as supply of a typewriter or small computer,
supply of a vehicle, short-term training to upgrade the
capacities of Association-employed personnel such as agronomists,
or perhaps for short-term salary support of secretaries,
agronomists, or other pe .ple hired by the Association to provide
services to the members These kinds of activities will be
analyzed using a cost effectiveness approach

In all cases, a baseline budget or cost must be estimated that
shows the levels of activity, the costs of inputs, and the value
of outputs from the production process The measurement of net
benefits compares net 1rcomes generated as a result of the grant
activity with this baseline position These budgets will be
estimated for a "typica_' producer organization, and expanded to
Association size, both for the baseline and the incremental
benefits The guide for this work is J Price Gittinger,
"Economic Analysis of Agricultural Projects," Second Edition,
1582

Several 1llustrative examples of probable grants are included in
this Project Paper to suggest the range of benefits that may be
generated from use of the grants,and to provide a preliminary
economic impact analysis of the Project as a whole



annex C
1T Mat 1guas Cattle Producers
A) Inilroduction

The Rio Grand Cooperative 1s one of several “ssocilaticns i1in Lhe
arca of Matiyalpa and Boaco Departments The firns of the menbors
of this Association are located in an area of genlly rolling land
and some small ni1lls, with cdequate rainfall to miyntain soume

g een pasture even threcugh the winter diy ccacon “one wembers of
Lh1s Associalion also produce coffee fioa small forws upon the
higher hills to the north The Association had 471 ictive wrbers
at the end cf the 1970s, nd has been redvccd 10 321 at pre<ent

A mceling with most of the Directors of (he as ociation produccd
the follcwing Nceds List, given in the order of their mention

B) Nceds List

1 TImprovad marketing opportunities for catile of slanghter
velght. Matiguas 1s about 160 kilometers from the operaling
slaughter facility near Managua, half of this distance over a
gravel road in poor condition This requires an itaprovement of Lthe
social 1nfrastructure , and csnnot be addressed under this
PrLoject

2 Local < laughter facility, owned and operated by the
Associaticn This 1s 1n part an answer to the problem apove It
would be cheaper to transport 200 kilograms of chilled carcasses
tnan 400 ki1lograms of live steer The other element i1nveolved 1s
the aspect of control, and of capturing value-added through
ptocessing the product in an owned plant A modern slaughter
plant of & out 100 head/day thruput capacity would cost several
millions of dollars and require a thorough feasibility study,
neither of which 1s available under this Project

3 Upygrad.ng the phytosanitary aspects of cattle

production Neither vetinary advice nor the materials to carry it
out have Lkeen generally available to members of the Association
for some yecars. This proposal is given a full financial
evaluation later in the discussion.

4, Restocking the Association store in Matiguas The store, owned
and manaygyed by the Association, currently 1s poorly stocked with
veterinary medicines, salt, supplemental feed concentrates,tools,
fencing and other materials, due to a gradual disinvestment over
the past ten years or so The Association, through its’ members,
does not presently have the capital required to restock this
store This capital could be made available by this Project, and
would probably be one of the sub-grant proposals to be expected
This proposal 1s not given a financlial analysis here, due to lack
of necessary data of capital requirements and recovery strategy
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5 Pastures have been psogressively understocked due to
confi~cation by roving £andinista bands, and by other rustling
activ ti1es *s one conseqguence, the pastures are overgrown 2nd
require renovition/reseeding, so Lhat the animal unit capacities
can be biought back co the levels of ecarly 1980’s This regquires
Lechnical aavice, seed, finctioning tractors and associlated
equipnent Due to lack of detailed data, no financial analysis
vas done

6 Members stock cows that are used as both beef and milk
prodvcers Cucrently, the members together produce around 30,800
liters of fluid nilk per day ( whilst the cows are fresh,
anyway) Some 1s <ent to the dairy processing plant near Maraqua,
but the tire required reduces the milk to manufacturing guality
at best The -embers would like to establish a small local cheese
plant to i1ncrease the income received from their surplus milk No
data are available for a financial analysis

7 Members produce about 900 tons of cacao beans per year from
small plantations on about 1750 manzanas of their land They are
interested 1n a snall plant to process the raw beans into cocoa
br.cks for the wholesale trade No data are available for a
financial analysils

C) Financial Analysis of Phytosanitary Subgrant Proposal

This proposal 1s for the introduction of a program of technical
assistance, toward the introduction of a system of livestock
health i1improvenents Present weaning rates of calves average about
45% This means that each cow 1n the breeding herd produces a
weined calf once 1n about every 2 2 years Reasons for this low
ralte of breeding and calf production include lack of control over
breedirg (timeliness), poor health of cows (the average a
successful conception every other year), and some losses of
calves opefore weaning The analysls assumes an increase of
weaning rate to 80%, reduction of death losses throughout the
herd from the present 6% to 5% (better health), and that half of
the steers will reach slaughter weight of 400 kilograms in three
years, rather than the 4 years they now require The analysis 1s
done for a basic unit of 100 breeding cows, with 255 animals 1n
the herd inventory, representing 222 4 animal unaits. (Bulls =

1 1 AU, cows and animals over 2 years = 1 0 AU, animals between 1
and 2 years = 0 75 AU, calves under 1 yvear = 0 5 AU )
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a3 ceent __Prorgsal
Tvpe Number _AU’s_~ _%_of Ferd PNunber _AU’S_ % _of ierd
Cnows 100 100 0 45 0 100 100 O 34 1
Calves,M 23 11 5 5 2 40 20 0 6 8
Calves,F 22 11 O 4 9 40 20 0 6 8
Year 1,M 22 16 5 7 4 38 28 5 9 7
Year 1,F 21 15 8 7 1 38 28 5 9 7
Steers,2-3 21 21 0 9 4 36 36 O 2 3
Ierfers,2-3 20 20 O 9 0 36 36 0 12 3
Steers,3-4 20 20 0 9 0 18 18 0 6 1
Bulls 6 6.6 .30 6 6_6 - 2.2
TOTALS 255 222 4 100 0O 352 293 6 100 O
Annual Sales
Heifers 14 14 0 6 3 31 31 0 10 6
Stecers,2-3 0 00 00 18 18 0 6 1
Steers,3-4 34 34 0 15 3 17 17 O 5 8
Cull Cows 5 50 2 2 5 5 0 A
TOTALS 53 53 0 23 8 /1 71 0O 24 2
Sale price at $0 60/kg = US$240 per aninal
Gross Sales Uss12,720 Uss$17,040
Cost of Sanitary Treatnent
Batycol 0 126
Septicimia 0 6
Anthrax 0 28
Crtarin 0 45
Vitamins o] 588
TOTAL 0 Uss$ 793
Net Sales Us8s$12,720 US$16,247
Net Gain, 100/cow herd with Proposal USsS$ 3,528
Net Gain per AU in the Herd Us$ 12
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Ascociat 1on nenbers average 140 breeding cows in their herds, for
a total of 45,000 cows 1n the Association Herd The analysis
above would require about each member to purchase an average of
Us$ 793 per year 1n vetinary supplies Total sales through the

3y .cociation store would be a maximum of $255,000 per year A
rcaronsble evpectation would be a fourth of that in the first
year or two, expanding over time to something like 90% of this
maxirum, or US$230,000 per year The total animal units 1in the
Assoctation nerd would Le evpected to increase from the
approxiwately 71,290 at present, to approximately 94,245 over the
pr ricd of adoption The total cost (not including technical
a-si~tance) of about US$$230,000 would generate estimated benefits
of awvnout U5$1,130,000 each year for members of the Assoclation

Since the (osts ¢re annual, the recovery of inventory investment
by rhe Association store would al.o be annual, though lagged sone
months Individual costs might be around US$1,110, and
individual berefits around US$3,516 per year. The financial
analysis indicates a very favorable use of Project grant funds

IIT Sorghum Producers Association
A) Introduction

There currently are about 150 active members of this Association,
distributed among seven regional Chapters Sorghum 1s almost
entirely an intermediate product, destined for livestock mixed
feeds,rather than directly for human consumption Production
costs are estimated to be between USS$56 and 65 per manzana (1
manzana = 1 75 acres) Inputs are estimated to account for 49%
of total costs, or around US$ 30 per manzana, are sald to be the
highest of any in Central America In the past ten years, the
Government has imposed a high rate of taxes and duties upon
imports, and has fi(sred the price at which producers may sell to
the (Government) processing plants at levels below the total
production costs, (though presumably above cash production costs,
or else there would be little sorghum production today) The net
result of these policies has been a disinvestment in production
machinery, and generally in production technology

B) Needs List

1 Mixplant for feed Members of the Association feel that a
small feed mixing plant,owned by them, would increase the value
added from sorghum production Such an 1nstallation would be
relatively inexpensive to 1nstall (bins, hammermill, mixing drum,
power source), but no data are available on actual costs, nor on
the net benefits of 1ts’ operation No financial analysis has
been possible at this point.
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2 Acsocration Machinery Pool Most of the Lractors and
»gsoclated equaipnent of the members 1s pre-1979, and has Leen
difficult to keep maintained due to the difficulty and expense of
gelting 1mported pairts Some members were ably to buy Russian
Lraectors during the last ten years, but these tend to fall apart
in three years or so of use The members propose to establish a
pool of Lractor and associated equipment for each regional
chapter, the use of which would be rented out Lo members No data
are avallable to allow a financial analysis of this prospect at
this tine

3 The technology of soyghum production, like that of most crops,
lias changed greatly over the last ten years or so These changes
1nclude 1mps oved hybrid cultivars, changed cultivation and
fertilizer practices, etc The Association would like to hire a
crops tecnnician who would communicate up-to-date technology to
members il rough seminars, field days, and on-farm demonstration
plots This proposal 1s addressed below

4 Soils data and interpretations There are available scils
surveys of at least reconnaissance level, but producers are not
trained to interpret these, or the results of farm-level soil
sample analyses Moembers would like to have available to them, on
an as-needed basis, so1l sample analyses, and technical
interpretation of these and basic soi1l data for their pr. .t.cal
production use Estimates of the cost of such services hzve not
been made at this time

C) Technical Assistance in Sorghum Production

The estimated costs to the Chapters of the Association wcld
consist of the salary of an agronomist at about US$ 16,00C per
year, a vehicle at about US$20,000 over five years, 1/2-time
secretarial support at about US$3000 per year, and annual costs
for office supplies and other equipment at about US$ 4000 per
year Annual operating costs to the Chapter would run alout
US$23,000 per year 1in total, while the capital investment 1in a
truck would be about US$4000 per year over the five years

Sorghum yields for the 1990-91 crop averaged about .0
quintals (hundredweight) per manzana (1 75 acres). The average
Associlation Chapter had 487 manzanas of sorghum per member, for a
total of 10,425 manzanas per Chapter It 1s assumed here that the
direct effects of the technical assistance would be:

a) to 1increase production efficiency of producers by 25% in year
two, and an additional 10% i1n the succeeding three years The
measure used 1S an 1ncrease 1in yleld per manzana with no net
increase 1in production costs per manzana,Or 1n prices per guintal
(QQ) This 1s the equivalent of a similar decrease 1in production

6
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costs per guantal

h) A Jagyed 1ncrease 1n manzanas of production retlectirq the
1ncreasing profitability of the crop It 1s assumed that
pcoduction would i1ncrease py the same ansmual proportions as
yteld, lrgged one year Together, these two puenomcna reflect

t :covery of positions 1n ooth yields and arca cropped that
prevalled in earlier yrass Costs of production of sorghuam in
Fhe 12990-91 crop ~cason rere est.mated Lo be scound US$S61 rer
1inzana, or JS$ 3 05 per quintal The price was fixed at a level
of estimated averags production costs plus 30%, or aoout U»$3 97
per quintal The financiral analysis tnat follcws was done on the
hasis of an Association Chepter, and then %ronslated to .{cuaber
preportions to examine nct benefiis per farrer nenber

Yield 1in Mz / Production Gross Value Gross Prodn

oQ/Mz Chapter /Chapter Product/ Cost/Chapt
in QQ’s Chapier ($) €$3 05/0Q
Prescnt 20 0 10,425 208,500 827,745 635,925
Year 1 20 0 10,425 208,500 827 745 635,925
2 25 0 10,425 260,625 1,034 3581 704,906
3 27 5 13,031 358,352 1,422 657 1,092,974
4 30 2 14,334 432,887 1,718 >»57 1,320,305
5 33 3 15,768 525,074 2,084 _44 1,601,476
Net Value GroOSS Project Project Hember
Product/ Project Value Value Net
/Chapter Cost/ Added/ Added/ Benef1it
Chapter Chapter Membe:i Fiom Pr0]
Present 191,820 0 0 0 0
Year 1 191,820 43,000 -43,000 ~-2,009 0
2 239,775 23,000 24,955 1,166 - 411
3 329,683 23,000 114,863 5,367 3,790
4 398.252 23,000 183,432 8,572 6,995
5 483,068 23,000 268,248 12,535 10,958
SUMS 135,000 25,63 21,332

The subproject grant recovery 1is structured for a complete
recovery over the last four years of the five-year project liafe,
with positive net benefits to the individual members in the last
three years.
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IV ESTELI CATTLE PRODUCERS

A) Introduction

The area around Fsteli 1s characterized by steep, partly rooded
mountains, and 3wall valleys ard rolling slopes covered by scrub,
various cactil, and bunchyrasses The A-horizon of the soil cap
appears to be very thin Although the annual 1ainfall 1s about
20", 1t falls alnust exclusively during the summer season

During the dry and hot winter months, there 1s very little
surface water for livestock or any olher use Cattle producers
ectimale tat their caitle lose up to 20% of body weight during
the winter, and that death losses of weak cows and calves may be
15%, due mostly to lack of water.

B) Neceds List

1 Tnmproved genetic basce of the herds This was accomplished 1in
years prior to 1980 by importing good bulls and bred heifers, and
by the Association maintaining an artificial 1insemination

service (Daily route run by motorcycle, with small thermos for
the frozen semen )

2 Winter feed for animals 1s scarce The need 1s for i1mproved
pastures, using grasses that ground-cure without loss of protein
and palatability If irrigation water could be found or large
water impoundments constiucted, cut forage raised in summer and
winter would provide supplemental hay for cattle

3 There 1s a small slaughter plant in Esteli. It was vastly
overstaffed and poorly managc.d under Government auspices It now
1s shut down most of the time Reorganizing this plant, preferably
under private auspices, would improve the market for local
slaughter cattle

4 The most critical need, the key to rebuilding the range cattle
business in the Estell’ area, 1is for excavated tanks in which to
store surface runoff during the summer, for cattle use during the
winter. This proposal 1s subjected to a financial analysis on the
following page

5. The Association store 1s poorly stocked with vetinary and
other supplies The members used to import directly from the US
and other suppliers, but this was forbidden by recent policy

6 The Association has a functioning scale upf{on which they weigh
cattle, and would like to ado corrals and holding pens 1n the
same location (edge of Esteli’)to facilitate organized cattle
sales

-y
o -
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7 The office equipment of the Assocciation dates back to the
1970’s or beyond They need a lypewziter, photocoprer, corputer,
etc

& Tne banking system 1n Esteli .s oysfunctional The
As~ocration would like to have 1 hand 1n organizing a private-
cactor Livestock Bank, at some L.ime over the next few years

92 The Association has considered the i1nstiallation of a <nall
plant to mix supplemental fced for their cattle

10. There are recurring prcohlems with screvworm and with varpire
bats that rcquire Lechnical advice not presently cvailable

C) Water Tanks For Range Cattle

In a few small valleys, there may be ground water close enough to
the surface to make practical the drilling of wells, and the
installation of windmills and waler storage tanks But 1n nost of
the range area,drilled wells are impractical The solution to
the winter water problem 1s to bulldoze small ponds 1n suirtable
arroyos over th2 range land Pond construction 1s an i1nvestment
in infrastructire, like that in fences and calving sheds, for
which benefits are only indirectly measurable In this case, 1t
removes dry se¢son stock water as the most limiting factor to
cattle production, allowing fuirther, but not so serious limiting
factors to be addressed,(such as range reseeding and the genetic
upagrading of the breeding herds) Capital invesiment costs were
estimated as:

D6 size tractor, blade and chisel Us$ 75,000
AWD p ckup truck to service tractor Uss$ 15,000
Total Capital Required Us$ 90,000

The Association would request this amount as a subproject grant
under the Privace Agriaicultural Services Project, to be recovered
by charging merbers for tractor services Operating costs
1including driver salary, diesel fuel, repairs and maintenance,
etc are estimated to be US$50 per hour of operation It 1s
expected that the bulldozer could construct two tanks per week,
including travel time between locations, or a total of about 100
water tanks per year At this level of operation, the variable
costs would be about US$ 1000 per tank Depreciation charged over
an estimated tractor life of seven years would add about USS$107
per water tank An Association charge of 10% for its
administrative overheads would bring the cost to the member to
US$1,220 per pond constructed on his property

The average member runs about 308 cattle i1n his herd, or 263
Animal Units. With death losses at 15%, he sells around 44
animals of various types per year, for a gross i1ncome around
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12510,5690 With the availability of water in the dry season

cutting average death loss to 10%, the average herd would

t1erease to ~bout 316 animals, or 271 animal uniis From this

herd, about 51 animials would be sold, for an annual gross i1incone

of about USS 12,240 Net benefit to the member using the tisctor

secvice would pe sbout US$1,680 per year, for every year after

wa.er tanks rere huilt On average, each nember would constiuct .
4 3 tunks upon nis range land, at a total cost of US$5,246  He

tould r1eccver his 1nvesiment, through increased cattle sales, 1n

wout thrce years after the water tanks were constructed

Gi1e¢n thal about 23 Association members would have 100 water
tznks dug per ycar, the momber ship might be completely serviced
over the scven-ycar 1i1fe of the machinery The replacement fund
acceemulalted over these yeatrs would allow the Association to
continue the nachinery service, extending to non-member ranchers
+n the area In addition to covering operating costs and
machinery depireciation, the Association would have around
U+$11,070 per year with which to cover overhead costs of the
wachinery and other Assoctation services to members and others 1n
1he couwmunity The Project Net Benefit estimate 1s as follows

Number of Project Gross Project Project

Users Benef1it Cost Net Benefit

lear 1 23 49,710 110,700 - 60,990

2 46 88,350 110,700 - 22,350

3 69 126,990 110,700 16,290

4 92 165,630 110,700 54,930

5 115 204,270 110,700 93,570

6 138 242,910 110,700 132,210

7 160 279,870 110,700 169,170

Totals 160 1,157,730 774,900 382,830
Vv Masatepe Coffee Growers

A) Introduction

Tne coffee producers Association of Masatepe 1s located upon a
ridge of around 570 meters elevation (1,852 ft ) between Managua
and the Pacific coast The land surface 1is nearly level upon the
oenches, and occasionally dissected by steep-sided valleys The
3011 has a thin A-horizon of weathered volcanic ash, underlain by
fractured clay, or clay-loam. The groundwater table 1s said to
be about 1200 ft , or nearly to sea level. The area 1s mostly in
snade-grown coffee, although some of the shade trees have been
cut down for firewood by local workers. There are small stands
of citrus and small subsistence plots of maize, beans, and other
fruits and vegetables.

10
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The Masaterpe Association vas organized 1n 1966 with fewer than 30
menbers It currently has 73 active mewbers farming a total of
1,350 nanzanas of coffee, or about 18 5 mzs per member on

average Over the last ten vears it has been difticult end
«¥vpensive to buy tools and eyguipment that hsd to be imported, ind
very difficult to get ayroche icals, all 1mported Llkewiwe, the
neccssaly Lrips to visat coffee giowers and experiment stations
1n other countries weie cul off, <o thaet 1he coffee production
technnlougy tuday is said to ke no hetier than that used 1n 1979
All marketing of coffee was tzken over by the Governrent at
ptoducer prices acrbitrarily fixed Dy thom These puices nave Lot
ceflcee ted either production costs, or world market prices of
coffee Sore 1ndividual coffee farms, 3:nd the bank accouni of
1he A.:0c1ation were confiscaled, and ithe coffee workers
organized i1nto a confrontilLional union by the Sandinista
Government

The net cesult of all this misfortune has heen a reauction 1n the
nunber of producer/members in the Assocti-iion, 1in the yielis of
coffee per manzana, and in the fa:m income derived fiom its’

sale Most producer/members who remain, opesate at a low level of
production technology The main goal of ihe Associlation now 1s
to 1ncrease yields and guality back to the levels of ten years
ago This means an i1ncrease 1n yield from about 6QQ (a QQ =100
lbs ) up to 25 or 30 QQ per manzana The means will be an
increase 1n the use of appropriate proauction technology,
including replanting with new and improved cultivars, use of
appropriate agrochemicals, and other improved production methods

B) Needs List

1 Technical assistance Lo producers, members and non-members on
fertilization, replanting with modern cultivars, re-establishment
of appropriate shade trees, control of fungus,nematodes, and
olher pests, systems of weed control, plant population and
pruning methods, establishment of on-farm field trials and the use
of field days and publications for extension activities, etc

2 So1ls analysis, preferably in a small laboratory operated by
the Association, to assist in choosing the proper types and
amounts of fertilizers to use

3 Diversification from coffee mono-culture to reduce weather and
price risks Members have suggested fruit trees that would provide
shade to coffee and a fruit crop,such as banana, mango, and
citrus, rabbits for meat and fur, goats and cattle for milk, fish
farming 1in water tanks, etc

4 A machinery pool owned by the Association , the use of which
would be rented out to members (or others) at a fee

11
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C) Applied Coffee Technology Propasal

In yuns1s past, the llasatepe Association has hired i1ts’/ own coffee
tcchnicran for the benefit of members and local non-members
alike This proposal 1s centered upon a Grant to provide, again,
such technical expertise, and the support to allow members to
carry oul the reco; nendations The cost would i1nclude salary, a
vehicle 1ncluding 1ts’ operating costs, a fund for scedlings and
other matleriils, énd <upport for field days, technical visits,
publication of a neuslelter, etc These costs should be

roecov ~rable, as 1n the past, by a 10% surcharge on sales of
ayrochrmicals and o her production goods through the Association
<tore

The qrant reguast tould also i1nclude funds to purchase a
mechinery pool consisting of two tractors and associated
equijnent for fertilizer and other agrochemical applications, and
mower 8 for weed control 1n the aisles between rows of coffee
bushes This capital would be recovered by an hourly, or a per
manzana, fee paid by farmers who rent the equipment It 1s
estimated that the pool would be able to supply services to about
140 ranrzanas of coffee, for the several operations involved

These costs are summarized 1n the table below

Item Cost (US$)

Capital Investments

2 Tractors, 35 HP 18,936
Application eyguipnent 22,500
2 liower attachments 5,000

Total 46,436

Annual Operating Items

Salary for coffee technician 16,000
4WD pickup truck (annual depreciation) 4,000
Travel for data acquisition 5,000
Seedlings & other Materials 2,500
Field days, publications,etc. 10,000
Operating costs of vehicle (20,000k) 8,000

Total 45,000

A third portion of the Grant request would be for the working
capital required to purchase the increased inventory needed 1in
the Association store, 1in order to cover increased purchases.
Half of the inventory increase needed for year two in the sub-
project would require US$ 62,560. This would be recovered by
turnover in the following production season. The total Grant

12
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request would amount to US$154,000
Cost Pecovery

The purpose of the technical assistance porition of Lhe grant
vould pe to move ihe average yield of coffce fiom the present
60Q/Manzana biack to previous yields of 25 - 30 QQ/Mz The
wachinery pool 'ould service land upon wnich ithese aavances were
beirg made, bul weould add a small incremenl to yielas, due Lo the
i1 weliness of opcrations, and the increased control over
application rates The following table tracecs ouv the mechanism
for cost rccovery, and net project and net farmer benefils Lhat
mlicght obtain as a result of this oulbygrant

NON-{ECHANTZ¥D (1,210 , 25)

Year 1 2 3 4 5 Sum
Yield, QQ/Mz 6 12 18 24 30
Gross Value Prod ,$/MZ 425 850 1275 1701 2126
Cash Prod’n Cost,$/Mz 770 998 1236 1603 1860
Net Cash Incone,$/Mz -345 -148 39 98 266 -¢0
Project Net Farm Income(000%) -417 =179 47 119 322
Store Sales,$/Mz 292 384 486 674 809
10% Charge,Project sales (000S) 35 46 59 82 9R
Net Benefits, Assoc , $ -5449 5683 18025 40773 57108

Mechanized (140 Mzs)

Year 1 2 3 4 5 Sam
Yield,QQ/Mz2 6 13 20 26 32
Gross Value Prod ,$/Mz 425 921 1417 1842 2267
Cash Prod’n Cost,$/M2z 820 1033 1255 1582 1821
Net Cash Inc ,$/Mz -395 =112 162 260 446 361
Proj. Net Farm Income, (000$) ~ 55 - 16 23 36 62
Store Sales,$/Mz 289 377 475 660 792
10% Charge,Project Sales, (000$) 4 5 7 9 11
Net Benefits,Assoc $ -672 560 1932 4522 6370

12712

Project Technical cost 1is $40,781 per year, depreciation on
Machinery pool for 140 Manzanas only 1s $4,718 per year Net
cash i1ncomes for farmer/members not using the machinery pool are
positive 1n the 6th year All other incomes are positive in the
5th year of the project.

13
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VI Nicaraguan A.sociation of Non-Traditional Evport Producers
(ADLNN)

A) Inlroduction

The ATIHNN project 1s intended to provide techniceal assislance 1n
production and mcrxeting of non-traditional ciops 1n Nicaragua
Support to APTNN wi1ll provide technical assistance 1n production
and marketing to APFNN members for a variety of non-traditional
LYOpS This arnalysis, however 1s based on the costs and benefits
of nouneydew melon produciilon because this is the only APENN
csponsored crop which has been exported to date (note that APLENN
was started 1n July of 1990) Approximately 800 manzanas of
Loneydew melons ere under production for marketing in March and
April The nalyses that follow depend upon rough estimates of
y1eld by market yrade, of production and marketiing costs, and of
prices upon the Miami market.

B) Honeydcw Melon Production

The y1eld 1s cstimated at 800 boxes per manzana The
distribution of grades 1s assumed to be (using Fonduras data) 23%
5’'s, 64% 6-8's, 14% 9’s and 10’s The latter t.o grades are not
exported For lack of a better alternative, 1t 1is assumed that
these overlarge melons are sold upon the local arket at the
production cost of USS$3 per box at the farm gate, which would be
the production cost plus the cost of the box

Yield = 800 poxes per manzana
Distribution by grade 1is
23% 5’s @ USS 7 00, 184 boxes = Us< 1,288

64% 6-8’'s @ USS$ 8 25, 512 boxes = USS 4,224
14% 9-10’s @ US$2 00, 112 boxes = USS 224

Total Sales UsSs$ 5,736/Mz2

Production cost = US$ 2 per box Uss 1,600
Marketing cost, Exports = USS$ 4/box Uss 2,752
Marketing cost, Non-export = US$1/box Us$ 112
Total Cost USS 4,464/Mz
Gross value product Us$ 1,272/Mz

This would be a relurn of about 28% on costs, and would appear to
be a profitable activaty for the producer.

In order to assess the total financial costs, the cost of the
technical assistance provided by the Project must be included 1in
the analysis Costs are taken from the Project oudget for APENN.

14
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Given the production data frem the i1nitial 1nvestment in
technical assistance through APENN (800 manzanas of melons
produced from the initial investment of $300,000), 1t 1s assumed
that the technical acsistance provided through the Project will
increcase the <cale of production from the present 800 manzanas,
by 200 #f nsanis. per year to a total of 1800 in the fifth year
The project benefits are the value or products from these
arlditional menzanas of production The discount rate used 1is
14%

Year 1 2 3 4 5
11z2s (Inc renental) 200 400 600 800 1000
Total Sales (000) 1147 2 2294 4 3441 6 4588 8 5736 0
Prod Cousis (000) 892 8 1785 6 2678 4 3571 2 4464 0O
Proj Costs (000) 391 7 314.2 215 7 164.2 164 2
Net Benefits (000) =137 3 194 6 547 5 853 4 1107 8

The sum of discounted present values 1s $2,392,939 for benefits
and $913,454 for costs with a net present value of $1,479,485
The Benefii-Cost Ratio using discodnted values 1s 2 62 for the
APENN project This represents a very worthwhile investment and
shows that the Project should be u dertaken

PART TWO FINANCIAL SUSTAINABILITY

The 1ssue of financial sustainability i1n the Project 1s addressed
at the three different levels where Project assistance 18 being
directed* the local associrations a d commodity federations
(PAOs), UPANIC, and APENN Sustain~bility 1s being addressed for
the PAOs by making this one of the criteria by which the subgrant
proposals will be judged The institutional subgrant proposals
must justify activities by demonstrating how they will make the
PAO a more viable, sustainable organization. Productivity
subgrant proposals will have to denonstrate how the proposed
services to be funded are sustainable through payment for the
services by the members

Sustainability for UPANIC’s direct institutional strengthening
activities will be addressed through Project implementation

Given UPANIC’s strength and level of funding prior to the
difficult years 1in Nicaragua, 1t 1s expected that UPANIC can be
financially self-sustalnable once the agricultural sector regains
its productivity An 1llustration of this can be seen 1f we look
at the expected profit for the farmers from the activities
analyzed in the financial viability analysis In conjunction,
the project funded productivity gains for the four UPANIC
associations showed annual net income for the farmers of

15



Annex C

wpproximately $1 3 million (this anount has been discounted and
constitutes real i1ncome net of inflation) by the fifth year of
the Project If the assocrations taned profits by 5%, this would
mean $65,000 per annum for assocration costis If one-fifxth of
this went to UPANIC, that would be $13,000 for every four
assoclations or $130,900 for the forty associrations together
This .mount 1s sufficient to cover UPANIC’s basic operating and
capital costs UPANIC will develop a specific sustainability
plan by the end of the <econd year of the Project shcwing how 1t
will raise sufficient revenues tnrough nembership dues, fees for
services, ard/or a check-off syst~2m on the <ale of the -«nmbers’
farm produce to cover 1ts operating and capital costs

Regaraling APENN, ample sludies and evaluations of NTAE p)orwotion
institutions in the rcgion show that sustainabhilaty 1s not
possible 1n the short~term given the long-term investuents that
producers have to make wiithout paying the cost of TA Based on
experilence 1in other countries, the assumption used in the paper
1s that APENN can bccome sustainable within a 10 to 15 year time
frame The strategy developed in the Project 1is for AF:NN to
reach a level of sustainability of 50% of operating costs by the
end of the Project From the 1llustrative example on melon
production used in the financial viability analysis, 1t can be
seen that this 1s possible Producers are expected to be
producing 1,800 manzanas of melons by the fifth year of the
Project If 5% of tie profits of $1,272 per manzana were ltaxed
to support APENN, tuls would provide approximately $114,000 per
year~--roughly equal to 50% of APENN’s operating and program costs
of $250,000 per year APENN wi1ll develop a specific
sustainabilaity plan py the end of the second year of the Project
showing how 1t w1ll raise sufficient revenues through rembership
dues, fees for servi es, and/or a check-off system on the sale of
the members’ farm prcduce to reach this goal

PART THREE DETAILED COST ESTIMATES AND BUDGET ANALYSIS

Detailed Cost estimetes are contained i1n the tables C-3-1 and
C-3-2 on pages 18 and 19 of this Annex The detailed budget for
the institutional contractor under the APENN agreement 1s 1n
tables C-3-3 and C-2-4 on page 20 Table, C-3-~5 on page 21 shows
percentages of Projc.t funding (calculated separately for UPANIC
and APENN components) for each Project element for both AID and
counterpart contraibutions and Table C-3-6 shows the Project
budget by Accounting Element. The cost estimates already include
adjustments for inflation of 5% per year for all of the annual
salary and operating cost items Local salaries were figured by
multiplying the base monthly salary by thirteen months for the
terceavo mes and then adding an additional 20% on top of this
total amount for social security and other required benefits
Prices for goods and equipment include the cost of transport
where necessary

l6
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The total Project budget was drawn up for all components of the
Project and costs were divided between AID and UPANIC and APENN
according to the financial sustainability strategy discussed
above Overall, AID will contribute $7,000,000 or 94.6% of the
total Project funding while UPANIC and APENN will contribute a
combined total of $402,714 or 5.4% of Project funding.
Individually, UPANIC will contribute a total of $196,434 or 4.1%
of the funding going to UPANIC while AID will contribute a total
of $4,600,000 or 95 9% As explained above 1n the sustainability
section and in the counterpart waiver, UPANIC was not expected to
provide counterpart to the funding for project management and
subgrants to the field which constitute 87% of the funding for
the UPANIC Project components UPANIC’s contribution represents
31 7% of the funding for 1ts own institutional strengthening
subcomponent This subcomponent has been set up so that UPANIC
will start contributing for this component in the third year with
25% of the costs, graduate to 50% in the fourth year, and assunme
75% 1n the fifth and final year of the Project. APENN 1s
contributing $206,280 or 17 9% of the ccst of the APENN direct
costs (not including the institutional contractor) This amount
has been programmed so that APENN will contribute 10% of total
costs 1n the third year, 25% in the fourth year, and 50% in the
fifth and final year

17



Table £-3-1

Base Price/

Concept/Year Monthly Umt 1
1 PMSO
a UPANIC Contracted Employees
- Agro-business Techmician 1 000 4 800
- Financial Management Specialist 1 000 4 800
- Admmstrative Assistant 1 000 4 800
- Accountant 1 000 4 800
- Secretary 500 2 400
Subtotal 21 600
b Dperations
- Vehcle Operating Costs 2 500 7 500
- Communications 250 750
Subtotal 8 250
PMSO TOTAL 29,850
2 Institutional Strengthening
a Subgrants for Inst Strengthening 500 000 1
b UPANIC Inst Strengthening
1 Salary Support
- Executive Secretary 1 800 29 640
- Agricultural Economist 1 500 23,400
- Accountant 900 14,040
- Secretaries (2) 400 12 480
- Chofer and Office Boy 300 4 680
- Jamtor 150 2 340
Subtotal 86 580
11 Technical Assistance 1,607
111 Operations
- Rennovation and Repair 10 000
- Rent and Ut1lities 1 700 5 100
Subtotal 15 100
Total UPANIC Inst Str 103 287
3 Subgrants for Productivity 0
4 Evaluations/Audits 20 000

TOTAL FOR UPANIC COMPONENTS

PROJECT BUDGET FOR UPANIC

{Dollars)

2

16,380
16 380
16 380
16 380
8 190
73,710

31,500
3,150
34,650
108,360

000 000

31,122
24,570
14,742
13 104
4 914
2 457
90,909
9,100

3 000
21 420
24 420

124 429
300 000
20 000

17 199
17 199
17 199
17 199
8 600
77 396

33 075

3,308
36,383
113,778

500 000

32 678
25,799
15 479
13 753

5 160
2 580
95 454
10,000

0
22 491
22 491
127 945
700 000
60 000

653 137 1 552 789 1 501 723

18 059
18 059
18 059
18 058
9 029
81 265

34 729

3,473
38,202
119 467

300 oo0

34,312
27,088
16,253
14 34

5,418

2 709
100,227
10 000

]
23 616
23 616
133 843
200 000
20,000

773 310

18,962
18 962
18,962
18 962
9,481
85 329

36,465
3,647
40,112
125,440

0

36 028
28,443
17 066
15 170
5,689

2 844
105 239
0

0
24 796
24 796
130 035
0
60 000

315 475

TOTAL

75 400
75 400
75 400
75 400
37 700
339 299

143 269
14,327
157 586
496,895

2 300 000

163 780
129 300
77 580
68,950
25,860
12 830
478,408
30 707

13 000

97 423
110 423
619 539

1 200 000
180 000

4 796 434
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Table C-3-2 PROJECT BUDGET FOR APENN

(Dollars)
Concept/Year 1 2 3 4 5 TOTAL
Base Price/
Monthly Umit
1 Personnel
- General Manager 2 500 39 000 40 950 42 998 45 147 47 405 215 500
- Accountant (50% of cost) 500 7 800 8,190 8 600 9 029 9 481 43 100
- Information and Training Manager 1 200 18 720 19 656 20,639 21 671 22 754 103 440
- Information Center Assistant 500 7 800 8 190 8 600 9 029 9 481 43 100
- Trainming Officer 600 9 360 9 828 10,319 10,835 11,377 51 720
- Export Crop Program Officer 1 000 15 600 16 380 17 199 18 059 18 962 86 200
- Export Crop Program Assistant 500 7,800 8 180 8,600 9 029 9,481 43 100
- Executive Assistant 300 14 040 14 742 15 479 16 253 17 066 77 580
- Secretary 500 7 800 8 190 8 600 9 029 9 481 43 100
- Receptionist (50% of cost) 175 2 730 2 867 3,010 3 160 3 318 15,085
- Driver 160 2 496 2 621 2 752 2 889 3 034 13 792
Subtotal 133 146 139 803 146 793 154 133 161 840 735 716
2 Information and Training
- Training 0 5 000 5 000 5 000 5 000 20,000
- Purchase of Information 8 242 8 000 0 0 0 16 242
Subtotal 8 242 13 000 5 000 5 000 5 000 36 242
4 Operating Costs
- Rent and Utilities 2 500 30 000 31 500 33 075 34 728 36,465 165 769
- Vehicle Operation and Maintenance 2 500 30 000 31 500 33 075 34 729 36 465 165 769
- General Materials 600 7 200 7 560 7,938 8,335 8,752 39 785
- Materials for Agricultural Trials 3 000 3 000 2 000 0 0 8 000
Subtotal 70 200 73 560 76 088 77 792 81 682 379 322
TECHNICAL ASSISTANCE CONTRACT 985 439 333 824 135 737 0 0 1 455 000
TOTAL PROJECT FOR APENN 1197 027 560 187 363 618 236 926 248 522 2 606 279
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Institutional Contractor Budget

2

65 000
19 500
59 150
13 000

24 000

23 000
5,000

6,500
18,200
15 675

DOO0OO0OO0O0OO0O OO

5 00

3,354
5,000
5,000
1,400
40 317
24 728

333 824

3

32 500
9 750

29 575
6 500

12 000

11 500

o O

NHh OO OO0 0000

~N
~

1 677

2 500

2,500

511

16 393
10 085

135 737

TOTAL

162 500
48 750
147 875
32 500

58 000
4,725
7 500

57 500

16 000

97,500
70,200
106 425

10 800
10 800
10,800
10 800
5 400
22 500
2 250
15 300
236,676

8,385
12 500
12,500

3,311

175 725
107 778

1 455,000

Table C-3-4 Equipment Budget for Instirtutional Contractor

Table C-3-3
Concept/Year 1
1 Salaries 65 000
2 Fringe Benefi*s (30% x Item 1) 19 500
3 OQOverhead (70% x [tems | + 2) 59 150
4 Post Differential (20% x [tem No 1) 13 000
5 Allowances
~ Housting ($24 000 per year) 22 000
- Temporary Lodging ($105/day for 45 days) 4 725
- Consumables (2 500 1bs x $3 per 1b ) 7 500
- Education ($23 000 per year) 23 000
6 Travel (Managua-Washington at $1 000 per rt) 11 000
7 Short-term Consultants
UPANIC {375 days @ $260/day) 91 000
APENN (270 days B $260/day) 52,000
8 Consultants Per Diem (@ $165/day) 90,750
9 PMSO Salary and Operational Support (9 months)
- Agro-business Technician 10 800
- Financial Management Specialist 10 800
- Administrative Assistant 10 800
- Accountant 10 800
- Secretary 5 400
- Vehicle Operating Costs 22 500
- Communications 2,250
- Rent and Ut111t1es 15 300
10 Equipment/Materials (See Table C-3-5) 231 400
11 Other Direct Costs
- DBA Insurance ($3 44 x Items (1+2+4)/100) 3,354
- Communications 5,000
- Passports/Visas/Medical 5,000
- Miscellaneous 1,400
12 G & A (15% of Items 1-10) 119 014
13 Fixed Fee (8% of Items 1-11) 72,995
14 TOTAL ESTIMATED COST 985 439
1 UPANIC PMSO Office
- 3 4x4 Veincles 20 000 60 000
- Office Furniture (Sets) 3 000 15,000
- Computers (3) 5 500 16,500
- Photo Copier 20,000
- Air Conditioners 1 000 3 000
- Materials 2 000
Subtotal 116,500
2 UPANIC Institutional Strengthening
- 0ffice Furniture 2 000
- Computer 5 500 5 500
- Dffice Supplies 1 000
Subtotal 8 500
3 APENN
- Vehicles (2) 15 000 30 000
- Motorcycle 2 400 2 400
- Computer Network 22 000 22 000
- Laser Printer 5,000 5,000
- Furniture (8 sets) 3 000 24 000
- Photo Copier 20,000 20 000
- Air Conditioners (3) 1,000 3 000
Subtotal 106 400
TOTAL 231 400

S OO

OO 000 Q0

5 000

[= 3N« BN - BN « BN =

)
~ o~
D o

S o o0

OO0 OO0 O oo

276

60,000
18 000
16 500
20,000
3 000
4 276
121,776

2 000
5,500
1 000
8,500

30 o000
2,400
22 000
5,000
24,000
20 000
3,000
106 400

236 676

11

10

- O o Ww

~ &~ on

N - OO0 0 00

—

—
NN O O OO

100

17%
35%
16%
23%

99%
32%
52%
95%
10%

70%
82X
31X

74%
74%
74%
74%
7%
55%
15%
05%
27%

58%
B6%
86%
23%
08%
41%

00%
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Concept/Year

AID Contribution to UPANIC
1 PMsSO
a UPANIC Contracted Employees
b Operations
PMSO TOTAL

2 Institutional Strengthening
a Subgrants for Inst Strengthening
b UPANIC Inst Strengthening

1 Salary Support

11 Techmical Assistance

111 Operations

Total UPANIC Inst Str

w

Subgrants for Productivity
4 Evaluations/Audits
TOTAL AID FOR UPANIC COMPCNENTS

UPANIC Contribution

UPANIC Inst Strengthening
1 Salary Support
11 Technical Assistance
111 Operations

TOTAL UPANIC CONTRIBUTION

TOTAL FOR UPANIC COMPONENTS

AID Contribution to APENN

1 Personnel

2 Information and Contracted Services
3 Operating Costs

TECHNICAL ASSISTANCE CONTRACT
TOTAL AID FOR APENN

APENN Contribution

1 Personnel

2 Information and Contracted Services
3 QOperating Costs

TOTAL APENN CONTRIBUTION
TOTAL FOR APENN
TOTAL AIC CONTRIBUTION

TOTAL COUNTERPART
TOTAL PROJECT

21

29

500

86

18
103

20

653

653

133

70

985

1197

1197

1 850

1 850

600
250
850

000
580
607

100
287

000

137

o o oo

137

146
242
200
439

g27

(=]

027

164

164

Table C-3-5 PROJECT BUDGET BY YEAR
(Dollars)

73 710 77 396 81 265
34 650 36 383 38 202
108 360 113 778 119 467

1 000 000 500 000 300 000

30 908 71 581 50 114

9 100 7 500 5 000
24 420 16 868 11 808
124 429 95 959 66 921

300 000 700 000 200 000
20 000 60 000 20 000

1 552 789 1 469 737 706 388

23 864 50 114
500 5 000
5 623 11 808
31 986 66 921

o0 OO
~N

1 552 789 1 501 723 773 310

139 803 132 114 115 800
13 000 4 500 3 750
73 560 68 479 58 344

333 824 135 737 0

560 187 340 830 177 694

0 14 679 38 533
0 500 1 250
0 7 609 19 448

0 22 788 58 231
560 187 363 618 236 926
2 112 976 1 810 567 884 082

0 54 775 126 153
2 112,976 1 865 342 1 010 235

85
40
125

26

60

217

78

18
97

315

80

40

124

80
40
124
248
342

221
563

328
112
440

310

198
509

000

949

829

597
526

475

920

500
841

261

920
500
841

261
522
210

787
937

TOTAL

339

157,

436

300
325

23

74
423
200
180

600

152

36
196

796

601

31

al

455

400

134

67
206
606
000

402
402

299
596
835

000

503
207
395
105

000

000

000

906
500
028
434

434

583
992
425

000

000

133
250
838

280
278
000

714
714

7 1%
3 34

48

o — o D

25

95

a0 o w

100

23

11

55

82

4%

0%
8%
5%
6%
8%
0%
8%

9%

2%
2%
B%
1%
0%
1%
2%
8%
8%

1%

14

0 2%

100

94

100

6%

94

04

6%

4%
0%
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Project Element

UPANIC Components

Project Management and Support Office
Subgrants

UPARIC Institutional Strengthening
Evaluations and Audits

Subtotal

APENN

Direct Costs
Institutional Contractor

Subtotal

Total Costs

TABLE C-3-6 Summary Cost Estimate by Project Element
Source (US § or Equivalent)

AIlD

436
3 500
423
180
4,600
845
1 455
2 400

7 000

895
000
105
000
000
000
000
000

c00

UPANIC

196 434
0

196 434

o

0

186,434

APENN

(=2 =R = I ]

206 280
0

206 280

206 280

Total

496 835
3 500 000
619 539
180 000
4 796,434
1 151 280
1 455 000
2,606 280

7402 714

% of Total

6 71%
47 28%
8 37%
2 43%
64 79%
15 55%
19 65%
35 21%

100 00X
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Annex D

Annex D
ECONOMIC ANALYSIS

A) Introduction

The purpose of economiC analysis 1s to estimate the net 1impact of
the Project over 1ts planned life The usual procedure would be
to aggregate the results of the financial analyses of the
subgrant proposals i1into a single composite of Project benefits
and associated costs and investments Since these data will not
be available until some months after the Project 1is operating, a
"real" economic analysls 1s not possible For 1llustrative
purposes, the five activities for which financial analyses were
constructed above, are treated as 1f they were the entire
Project 1In fact, of course, these 1llustrative activities
represent only a part of the total budget available under this
Project

Adjustments 1n financial prices, to estimate economic values,
would involve identifying transfer payments, or transfers of
value from one part of the society of Nicaragua to another Thas
includes taxes and subsidies for both production inputs and
outputs as well as adjustments for other price distortions on
both 1nputs and outputs. 1In the present case, the historical
perspective was one of distortion of both import and export
prices through a system of levies, akin to taxation, while most
farm gate prices were controlled No data have successfully been
gleaned from GON sources, however, that would shed light on the
extent and nature of these price distortions Therefore, the
economlic analysis wi1ill use the same prices used in the financial
analyses

In the two areas where there are usually the most evident
distortions° the price of labor and the price of foreign
exchange, current prices seem to be equivalent to the opportunity
cost of these elements Most of the labor used in the production
of products 1in the 1llustrative examples used, 1s hired on a
daily or monthly basis Harvest labor to pick coffee is paid for
by the volume of berries picked per day There 1s a very small
proportion of unpaid family labor i1n the production of these
several products, mainly in the form of supervisory/managerial
efforts by the land owner, for which we have not estimated a wage
equivalent Even though rural workers are unionized the rural
labor market 1s depressed, and 1t would not be a large distortion
of the analytical results to assume that the opportunity cost
(the shadow price) of rural labor 1is equal to the wage rate
received For coffee workers, this rate currently is US$ 1 11
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per day, plus a mid-day meal worth a few cents, and 6% social
security, for a total of perhaps US$ 1 20 per day Likewise,
given the commitment of the GON to exchange rate parity, the
price of foreign exchange 1s equivalent to 1ts opportunity cost.

For all of the above reasons, the price and cost elements in the
economic analysis here, will not be different from those used in
the preceding financial analyses. Since the domestic banking
system currently i1s 1n a state of disarray and there are no
expatriate banks operating in Nicaragua, there are no good
sources from which to estimate a proper discount rate A rate of
14% 1s used, as probably being in the vicinity of a true discount
rate, were one known. Further, reasonable estimates of tax
liabilities upon net cash farm incomes were available only with
the Masatepe applied technology example. Consequently, all net
figures are given before taxes, and no adjustment in these
numbers are necessary for this economic analysis

B) Net Present Value Analysis
The procedure here 1is to discount the annual flows of Project
investments/costs to present value, and then to compare this sum
to that similarly derived for Project benefits. The Net Present
Value 1s the simple difference between these two sunms.

Net Present Value (Discount @ 14%)

Subgrant Costs Benefits Net Present
Value
Matiguas 812,216 2,572,776 1,760,560
Sorghum 96,476 403,301 306,825
Estel1 456,450 363,332 -93,118
Masatepe 200,694 1,396,468 1,195,774
APENN 913,454 2,392,939 1,479,485
Project 2,479,290 7,128,816 4,649,526

C) B-nefit-Cost Ratio

This measure 1s a standard tool by which to rank various
competing proposals within a Project, or to rank competing
Projects, 1f funds are limited,(as they almost always are) The
difference between this and the Net Present Worth measure 1s that
the discounted stream of benefits 1s divided by the costs, rather
than subtracting costs from benefits. The B/C analysis 1s a
standard way to rank alternative proposals. It could be used 1in
this Project to rank Project subgrant proposals in the order of
their economic returns, at present value Subgrants could then
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be awarded downwards from that with the highest ratio, as far as
avallable grant money extends

Benefi1t-Cost Analysis (Discount Rate 1s 14%)

Subgrant Costs Benefits B/C Ratio
Matiguas 812,216 2,572,776 317
Sorghum 96,476 403,301 4 18
Estelx 456,450 363,332 .80
Masatepe 200,694 1,396,468 6 96
APENN 913,454 2,392,939 2 62
Project 2,479,290 7,128,816 2 88

D) Conclusions and Recommendations

This analysis shows that the project 1s economically viable and
should be undertaken Generally, one would want to compare
investments 1n this Project with other possible investments such
as 1nvestments 1n agricultural credit or 1n other sectors of the
econcmy and choose the one(s) with the highest return This,
however, was not a task of this analysis and was not undertaken.
Given the very evident comparative advantage that Nicaragua has
in agricultural production vs. other types of economic
activities, 1t can be said with a fair amount of accuracy that
investments 1in agriculture such as those analyzed above present
the highest returns for any possible i1nvestments 1in the
Nicaraguan economy
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4 Define Selection/Justification Criteria

It wi1ll be the first job of institutional contractor to define
the details of the criteria and procedures by which proposals
will later be judged. The contractor will work with the Project
Steering Committee which will approve the criteria and procedures
before they are sent to AID An 1llustrative example of the
criteria and procedures 1s given at the end of this Chapter

5 AID Approval of Selection Craiteria

When the Steering Committee has approved the selection/
justification criteria in detall,as well as such operational
components as frequency of meetings, allocation of funds between
tranches, etc , the document will be approved by AID in a PIL

6. Assistance to Associations in Proposal Development

There are differing capabiliities among the associations, to
develop, analyze, and write up proposals. It 1s i1mportant that
the Project subgrants go to the best possible uses, not just to
those first received, or those best written up. The Steering
Committee, assisted by the project management staff, and probably
a short-term TA specialist in farm production analysis, will need
to devote some time to helping those associations who need 1t, to
develop the data and reporting format required of a subgrant
proposal

7 Steering Committee Review and Recommendations

Selections for the first tranche of subgrants may be made around
s1x months from the beginning of the Project. These will be non-
competitive, and relatively straightforward in their
jJustifications The competitive subgrants may begin with the
second tranche, some while later. The Steering Committee will
review all proposals on i1ts agenda as of some selected cut-off
date, and will put together 1its list of recommended subgrant
allocations It will submit these recommendations to UPANIC for
approval/disapproval.

8 UPANIC Action on Recommendations

UPANIC wi1ll either transmit summary approval to AID for "no
objection", or will return the proposal(s) to the originating
Assoclation for additional analysis/revision. These
modifications must be specified i1n detail by UPANIC, as 1its basis
for rejection of the proposal.
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9 AID Concurrence

Upon recelpt of a summary of subgrants approved by UPANIC, AID
wlll 1ssue a concurrence PIL This wi1ill provide documentation
for commitment of funds for advance/liquidation requests

B) Selection Criteria and Procedures for Subgrant Proposals

While selection criteria are straightforward, comparison and
selection of proposals 1s complicated by the need to apply those
criteria across sectors for different sizes and types of
programs The process 1s further complicated by the differing
capabilities of associations to develop, analyse, and write up
proposals. The grants should go to the best activities, not just
the best written proposal or the first proposals finished The
provision of assistance to assoclations 1n analysis and
preparation of proposals will help, problem, but that assistance
takes time It 1s therefore, necessary that the selection
process have a mechanism for making awards promptly so that those
associations that are ready can receive subgrants, but also
allowing enough time for other associations to prepare proposals
and have access to subgrant funds

Part of the responsibility of the Institutional Contractor with
the approval of the Steering Committee will be, therefore, to
develop and submit for AID approval* the required elements for
all subproject proposals, an assignment of points and definition
of minimum criteria for awarding both types of subgrants, an
estimated timetable for subgrant awards, the subproject agreement
with all of 1ts necessary clauses, and a complete set of
procedures for subgrant implementation. For the most part, all
of these requirements have been delineated below or in the
Project Paper as guldelines for the contractor Criteria to be
used 1n selection/justification are delineated below For the
institutional strengthening subgrants, the first three criteraia
will be used to judge the proposal as a whole. The proposals
w1ll only meet some minimum requirement established by the PStC
and will not be competed against each other For the
productivity subgrants, all of the criteria delineated below will
be used

1 Farm/Association Level Impacts

A proposal would begin with a brief description of the technical/
economic problems to be addressed, and proceed with the proposed
solutions to be financed, 1n part or in whole, by the subgrant
This would be followed by a detailed budget of the financial
impact of activities under the proposal, over whatever period of
time 1s meaningful This might be based upon a partial farm
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budget, typical of the membership, with impacts expanded to the
scale of the Association, or of those members who would be
participating in the activities. Financial 1impact could be
indicated by increases 1n production efficiency, in net incomnmes,
increased yields/offtake rates/weaning percentages/ etc., 1in
higher market prices to be received, or other relevant measures

2 Sustainability

Any activity funded under this Project would be expected to
continue beyond the five years of the Project, and to be
sustained by income generated. Capital investments must be
recovered under a reasonable schedule, and operating costs must
be covered annually Income to cover the investments and
operating costs could come from sales margins 1n the Association
store, from rental of equipment, from attendance fees, annual
dues, check-offs at marketing points, etc

3 Association Capability To Implement Proposal

This 1s a qualitative measure based upon amount of previous
experience 1n proposed or similar activity, technical expertise
of members, facilities and equipment i1in place to support the
proposal activities, demonstrated ability of an association to
organize and reach 1ts members with technical information and
services, etc

4 Number of Beneficliaries

The proposal should list the number of members (and others, 1if
any) who will be direct beneficiaries of the proposal activities
An estimate also should be prepared of the numbers and types of
indirect beneficiaries, 1f any, and explain how they will
benefit If expected, the proposal should include an estimate of
the number of new members that activation of the proposal 1is
expected to attract.

5 Aggregate Economic Impact

The proposal should include an estimate of the total impact of
the proposed activities upon the society at large. This would be
a summary of increased product, income,employment, foreign
exchange earnings, etc

6. amount and Type of Association Contributions

It 1s important that a connection be made between proposals to
spend sub-grant money, and the quantaity of contribution, or
matching resources, that the Association will contribute to the
total available A proposal to stock an Association store, for
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instance, could hardly be seriously considered 1f, in fact, no
such store as yet exists Likewise, a proposal that included a
contribution to the salaries of presently underpaid employees,
would be stronger than one that asked such employees to be
completely funded out of the sub-grant The amount of the
Association contribution to the total available 1s a measure of
the degree of leverage that sub-grant funds will enjoy The
greater this multiplies, the more favorable should be the
consideration given to this expression of real demand (as
distinguished from expressed wants)

7. Environmental Impact

An environmental impact analysis will be carried out by AID prior
to the beginning of this Project. It will address especially the
use of agricultural chemicals of a toxic nature, though there may
be additional concerns involved. Proposals will need to conform
to AID guidelines with respect to sound environmental practices
followed 1n carrying out the proposal activities

ADDITIONAL CRITERIA FOR NATIONAL COMMODITY LEVEL PROGRAMS

8 Evidence of Demand at the Local Level for the Proposed
Program

The presumption of the Project 1is that the local producer
associations have better contact with and are more responsive to
the base level farmer members Proposals from national commodity
associations need to demonstrate that the proposed activity 1is
supported by the farmers and local associations

9 Comparative Advantage of Conducting National Rather than
Local Program

Describes the rationale for centralizing a program, including
economies of scale, need to avoid duplication of efforts,
specialized equipment or personnel that are not available to
local associations, etc.

C Suggestions For Proposal Format

The following section 1s a summary of the information that
should be addressed in a sub-grant proposal It is not intended
to be definitive, but should be modified by the Steering
Committee as they find necessary and desirable.

1 Name and location of Association, number of active

members, names and positions of members submitting the proposal,
vista buena by Association Board of Directors

¥
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2 Short description of problems extant, and how this
proposal will contribute towards a solution

3 Amount requested, along with a detailed schedule of uses,
amounts, times of disbursement by category (investment or
operating costs,etc )

4 Technical and financial analyses of the impact of the
proposal upon effected members of the Association. This could be
1n the form of a partial farm budget, expanded to Association or
other appropriate scale, or a similar device that makes clear the
various results of the activity as a result of the operations
under the proposal

5 The expected recapture methods and time periocds that
indicate the sustainability of the proposed actaivity

6 Number of members and others effected directly and
indirectly, and the expected impacts upon incomes, production
efficiencies, employment, foreign exchange generation, etc

7 The experience, facilities, equipment, and other
resources of the Association that are in place and avallable to
support the operations under the proposal

D Illustrative Example

The 1llustration used here 1is based upon one of the
1llustrative financial analyses presented 1n the Annex to thais
document It 1s not "real" in the sense of having been prepared
by a real Association. It 1is 1ntended only to 1llustrate the
kinds of information that the Project Steering Committee 1:s
likely to want to see on the competitive proposals

1) Association of Coffee Producers of X
60 active members, 600 manzanas of coffee 1n production
Names of Members submitting Proposal

Approval-
, President
, Secretary
, Treasurer

2) Problem Description

The Association members have been operating at successively
lower levels of productivity since 1979. Causes 1include thealr
inability to retain their coffee agronomist, to interact with
coffee experts outside the country, to import new and more
productive cultivars and associated agricultural chemicals and
equipnent, and failure of the Government administered farm-gate
prices to reflect the international coffee markets Funds made
availlable from this sub-grant would address these problems by

o
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a Making 1t possible to hire an experienced coffee
technician, who would gather current technology and make it
avallable to members through use of field days, short courses,
farm visaits, and on-farm trials, etc ;

b Providing funds to restock the necessary chemicals
and equipment 1n the Association store for use by members,

¢ Invest 1in a 4WD vehicle for use of the coffee
technician, plus other supporting funds

Together, these activities will lead to annual i1mprovements 1n
coffee yields production efficiencies, and increased incomes from
higher coffee quality.

3) Amount of this sub-grant request 1s US$ 155,800
Money will be disbursed as follows

10

V8>



Annex E

Capital Operating

Investment Costs
Year 1 4WD Vehicle 20,000 Salary of Tech 16,000
Restocking Store 68,000 Travel ,etc 13,000
Seedlings,etc 2,500
Pubs ,Etc 10,000
Total 88,000 41,500
Year 2 nil 0 23,960
Year 3 nil 0 22,460
Year 4 nil 0] 16,360
Year 4 nil 0 5,030

4) Technical & Financial Analyses

a It 1s estimated that 1t will require five years to
raise yields from the present level of an average of 6 quintals
per manzana, up to the 32 QQ/Mz of ten years back Yields will
respond with a one year lag, one production season, so that the
first increment of yields will come 1n year two Producers will
begin to break even in the 3rd year, and willl be generating
reasonable net returns by the 6th year

PRODUCTION BUDGET
US$ / Manzana

6QQ 1200 18QQ  25QQ  300QQ 32Q0Q

_Hired Labor 23 46 69 96 115 124
Agrochemicals 251 301 362 502 603 645
Other goods 41 83 124 172 207 221
Work/Transport 218 218 218 218 218 218
Adminaistration 8 8 8 8 8 8
Tools/Equip 31 62 93 129 154 165
Harvesting 63 127 190 264 317 339
Taxes ,etc 134 153 173 192 211 226

Total Cash Prodn
Costs 770 998 1236 1581 1833 1961

Gross Value Product
@ $70.83/Q0Q 425 850 1275 1771 2125 2267

NVP - 345 - 148 39 190 292 306

11
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FINANCIAL ANALYSIS

Yield GVP Prod’n NVP Cunulative NVP Cum

QQ/Mz $/MZ Costs $/Mz Net Returns 600 Net
$/Mz Mzs 600Mz
000$ 000%
Year 1 6 425 770 =345 - 345 =207 =207
2 12 850 998 -148 - 493 - 89 ~-296
3 18 1275 1236 39 - 454 23 =273
4 25 1771 1581 190 - 264 114 =159
5 30 2125 1833 292 28 175 16
6 32 2267 1955 312 340 187 203

The technology to be used is not new, but only an update from
that of ten years ago, with which the member/producers are quite
familiar

5) Sustainability

Producers presently are in a net loss production situation, and
1t will require three years of the proposed activities for the
average member to break even The investment in stock for the
Assoclation store (US$ 68,000) will be recovered from a surcharge
of 10% upon sales recovery of the vehicle investment will be
staggered over years 2 - 6, also from the sales surcharge The
entire operation, i1ncluding covering the operating costs of the
technician, would become self-sustaining somewhere during the 5th
year after the subgrant 1s received.

CAPITAL RECOVERY

Est.Assoc Net on Capital Recovery

Sales 10% Truck Operating
000 $ Markup Costs
Year 1 175 17,545 0 -23,955
2 230 23,040 4000 ~-22,460
3 291 29,137 4000 -16,363
4 405 40,469 4000 - 5,031
5 486 48,563 4000 3,063
6 520 51,962 4000 6,462

6) The Association currently 1s operating a small store, and
has done so for the last 17 years. The personnel include a chief

clerk/receptionist, account, stocker, and watchman. The
Association has the reputation of being a leader in the adoption

12
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of current coffee production technology, and includes 1n 1its
membership, several producers who used to travel to attend
regional workshops 1n Costa Rica, Honduras, and at other sites,
as well as hosting similar meetings 1in Nicaragua

7) Beneficiaries

Direct beneficiaries will number the 60 producers and their
families (about 550 people). The Association will continue 1i1ts’
policy of extending technical help to non-member neighbors These
might add 20-25 non-member direct beneficiaries Some of these
coffee producers have been interested in becoming members of the
Association, over previous years It 1s expected that the
activities under this sub-grant might add five or more new
members per year

8) Aggregate Economic Impact

The following table estimates the net impact that would flow
from the activities of Association members over the six years of
the grant period

Aggregate Economic Impact

Added GVP Man/Days Total Man Foreign

Coffee Added of Labor Days of Exchange
Produc Added Labor Added
QQ‘s 000§ / Mz Added 000 $
Year 1 0 0 0 0 0
2 3,600 255 23 13 8 53 3
3 7,200 510 46 27 6 106.6
4 11,400 807 73 43 8 168 7
5 14,400 1020 92 55 2 213 2
6 15,600 1105 99 59 4 230 9

Note Foreign exchange generated by coffee exports runs at about
20 9% of gross value product at the farm gate

9) Association Contribution

The Association contribution will consist of a
headquarters/store/warehouse building with a present investment
value of $44,750 The i1nventory currently in the store 1s valued
at $43,863 The salaries of current Assoclation employees amounts
to $4,000 per month ($48,000 annually)

13
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ANNEX F
SOCIAL SOUNDNESS ANALYSIS

I Methodology

This analysis 1s based on information gathered in the same
interviews as are listed in the institutional analysis In field
visits to local producer assoclations, between one hundred fifty
and two hundred farmers were interviewed, individually or 1in
groups of six to twenty at a time. They were asked and
frequently volunteered information about their problems, needs,
relations with other members of the community, and social and
political concerns, as well as the specifics of technical and
institutional problems that are mentioned in other analyses.
Representatives of other sectors of society, and professionals at
INCAE, CINASE, etc , were also asked about their relations with
and attitude toward the UPANIC affiliated farmers

The social soundness analysis that results from these 1nterviews
addresses three areas of concern: (1) socio-cultural feasibility,
(2) spread effects, and (3) i1ncidence of benefits

ITI. Socio-Cultural Feasibility
A. Social Context

The project 1s a response to a unigque social situation in which a
country that at one time had a strong, productive and pervasive
private sector, has seen that sector systematically dismantled,
to the great disadvantage of the entire country. The loss of
over fifty percent of production levels that has resulted from
the social cataclysm has sent shockwaves through all sectors of
the society The project directly and clearly addresses the
major social problem that Nicaragua now has -- the absence of a
strong private sector

B Compatibility with Existing Social Structure

The project equally recognizes the exiting social structure
within the direct beneficiary group. UPANIC and the member
assoclations are clearly i1dentified as the appropriate (only)
representative of the private farmer. There was one hundred
percent unanimity among interviewees that the producer
associations are the appropriate channel for technical and
financial assistance to the membership.

c. Participant Motivation and Perception of Benefits

The project was designed to give the beneficiary group maximum
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latitude 1n developing self-help programs of their own design

If the local groups are effective 1n understanding their member
needs, the subgrant proposals reflect their understanding, and
the Project Steering Committee finds that those needs meet
project criteria, then the project benefits as perceived by the
donor will exactly correspond to the benefits that the
beneficiary group perceives Given the strong unity and
organization that the associations display, this should hold
true. However, the project has two primary mechanisms for making
sure this chain works. First, the project will assist each group
to conduct membership surveys to better understand the diversity
of problems and concerns of the members Second, the project
wi1ll provide each group with assistance 1n putting their 1ideas in
proposal form -- to ensure that the 1deas are communicated well
to the selection committee.

The beneficiaries have expressed keen interest in self-help, and
their motivation should not be diminished at all by this process

III Spread Effects

Technical i1nnovations i1ntroduced in the project will spread
quickly among UPANIC members, which represents several thousand
farmers and most of the private sector

There are several ways that technical innovations and benefits
can be directly spread to a larger beneficiary group Some of
the basic requirements for innovations to spread include-
leadership, resource mobility, appropriate technology, and
cultural mixing The spread effects under this project will vary
greatly between crops and subgrant activities There will
probably be some significant spread effects in the coffee sector
because the farmers from different social groups tend to be mixed
together fairly well, and the technologies they employ are about
the same In general, however, resource limitations,
technological differences among farm types, and political
polarization will limit the amount of spread.

A Leadership

This 1s a positive factor for spread of project innovations 1n
all crop sector UPANIC members are the recognized technical
leaders 1in their communities, and are the place other farmers
look to find out what innovations are taking place The best
example 1s the Masatepe coffee association, which had some of the
first technified coffee producers in Central American, and
brought many of the improved varieties to Nicaragua from Costa
Rica that are still 1in use.

B Resource Mobility
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There wi1ll be many cases where the project activities introduce
innovations that will be well within the means of the general
community to adopt  Especially in coffee and livestock, there
are some basic needs among the community 1in general for improved
animal health practices, disease control, etc , that will be
relatively easily adopted by smaller farmers or other farmer
groups (1 e , UNAG collectives). However, 1t must be recognized
that the UPANIC farmers are from the middle to upper socio-
economic strata, and there will be some cases where resource
limitations will restrict the spread of innovation to the general
farm population This factor 1s ameliorated by the increased
employment that will result to other farmers and the rural poor
due to the innovations as discussed further on. Additionally,
the midterm evaluation will specifically look at the extent to
which the Project 1s reaching smaller farmers and any changes
that can be made in the Project to accomplish this.

Cc Appropriate Technology

Again, there are many examples of innovations that will be
completely technologically appropriate for a general population
of farmers Small and large coffee growers can and frequently do
employ exactly the same production technology, and innovations in
the project will be perfectly compatible with any size farm
Irrigated rice growers, on the other hand, use completely
different technology from dryland growers, and there will be
virtually no transferability there.

D Cultural Mix

Although the private sector members of UPANIC associations live
and work in close contact with all members of the community, the
culture 1s still obviously suffering the effects of political
polarization. There was quite a lot of evidence of
reconciliation, and several members of UPANIC associations have
re-joined after past affiliation with UNAG, also, in areas that
were more 1solated from confrontation and violence, the evidence
of reconciliation seems stronger However, there are still parts
of the country where political affiliation 1is a major barrier to
cultural mixing that would promote the spread of changes
introduced by this project

Iv Benefit Incidence

Primary beneficiaries under the project are the members of UPANIC
assoclations and members of APENN There are over 20,000 farmers
affiliated with UPANIC, and at least eight to ten thousand are
active recipients of services. Because the project 1s designed
to provide subgrants at the local level association, the
incidence of benefits among the member farmers will be very
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broad. Further spread of direct benefits will occur within the
community as a result of the spread of innovations as described
above  However, this effect will be limited as explained The
principle way in which direct benefits will reach a larger group
1s through 1increases 1n membership -- both new farmer members of
local associations, and new associations within UPANIC In both
cases, the effect could be significant.

There are two additional concerns about benefit incidence that
were i1nvestigated 1n this analysis. benefits to women and
benefits to the rural poor While there are a few exceptions,
the membership of the UPANIC local associations and APENN 1s
predominantly male Direct benefits do accrue to women from the
investments 1n the local associations as employment in the
association i1nput stores are often women, and women benefit from
the increased family incomes that will be derived from this
Project. The greatest incidence of benefits to women will come
from indirect employment benefits from the increased agricultural
production. Studies show that employment opportunit.es for the
rural unemployed are greatly increased through i1nvestments 1n
both traditional and non-traditional agriculture because of the
labor intensiveness of the planting, cultivation, harvesting, and
post-harvest packing or processing of the agricultural products

A study that was recently funded under the ROCAP PROEXAG

Project! showed that i1n traditional agriculture, women

benefitted from new employment opportunities at a 1:3 ratio with
men while 1n the NTAE sector the ratio was the reverse, 3 1.

Many of the jobs provided to women, especially in the NTAE sector
are higher quality jobs 1n packing and processing Additionally,
while the percentage of permanent jobs 1s low, women are more
likely to fill these jobs which have higher salaries and benefits
given that most of the jobs are in packing or processing.
Overall, the increased agricultural production that will be
derived from the Project will provide women much greater
employment opportunities given that, as the study shows the only
other options are low paid domestic employment or unemployment
with far greater incidence of the latter

The effect of the Project on the rural poor 1is similar to the
above discussion in that benefits are indirect but quite
significant 1in providing employment to the rural poor. Studies
done by the LAC Bureau on agricultural exports show that in both
the traditional and NTAE sectors that the domestic content of
agricultural exports averages around 80% while the domestic
content of manufactured exports including such things as apparel

! "Impact of Participation 1n Nontraditional Agricultural
Export Production on the Employment, Income, and Quality of Life of
Women 1n Guatemala, Honduras, and Costa Rica" by Amalia M. Alberti
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in the maquila industry averages only around 30%. Most of the
domestic content of agricultural exports are the labor inputs for
production, harvesting, and processing/packing Investments 1in
agricultural production and agricultural exports in particular
thus create significant benefits for the rural unemployed.
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TECHNICAIL, ANALYSIS
I Introduction

The technical analysis of the Project looks at the range of
services that might be delivered, at the perceived need for
these, and at the ways that deliveries can be effected most
efficiently. The project intends to deliver three basic sorts of
services One would 1include support and upgrading of the staffs
of the member associations, 1including local and national levels
of representation A second would provide commodities needed
effectively to carry out the services anticipated A third would
deliver technical assistance through Associations, for the direct
use of members in their agricultural and marketing operations.
The following list of needs was expressed i1n meetings with four
local Associations and two national Federations. Some needs were
expressed by several of these respondents. The list indicates
the range of help that a sample of members feel they need

- Office equipment, typewriter. computer, photocopier,fax
- Market opportunities for cattle

- A new nmember-operated abattoir

- Renovation and member operation of an existing abattoir
- Veterinary advice, medicines 1n Assoclation store

- Improved/renovated pastures

- Improved fencing for pasture rotation

- Supplemental feed/salt for livestock

- Cheese factory to use surplus milk

- Cacao processing plant

- Better road access

- Feed mixing plant

- Production machinery pool for sorghum & other crops

- Technical assistance for sorghum,other crops

- Technical assistance with soil samples,interpretations
- Technical assistance for coffee production

- On-farm trials of improved production systems

- Small soils laboratory for testing & advice

- Help 1n daiversification to non-traditional crops

- Machinery pool for coffee

- Importation of improved bulls & bred heifers

Artificial insemination scheme for herd upgrading

Water storage tanks in dry range areas

Production cred:it

Private Sector agricultural bank

Weekly market news sheet/publication

Pooled imports of agricultural chemicals & medicines
Pens/corrals for local cattle sales

- Expanded inventory 1in association stores to serve members
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Some of these needs, for instance better roads and a credit
system are far beyond the scope of this Project Many of the
others would make reasonable subgrant proposals Most of the
members of the several Associations under UPANIC have
considerable experience in their agricultural production
operations, including the use of current technology in their
production systenms One of the central needs expressed 1s
technical assistance to update their "current" technology, now
ten or more years out of date It 1s not a matter of not knowing
how to produce, so much as 1t a matter of not having technical
contacts and information, these last years, by which these
producers normally would have kept themselves up to date and
competitive with agricultural production 1n the more open
societies of their neighbors.

The Project intends to provide for the assorted needs by a system
of grants and subgrants. The basic grant to UPANIC will provide
the assistance at the UPANIC level required properly to service
the Project This i1ncludes an Expatriate Project Manager for a
thirty-month period, accountants, an economist, etc The
allocation of subgrants 1s defined below

II Allocation of Subgrant Funds

There are siX eligible national commodity associations and
approximately 40 federation and local associations that are
eligible to receive subgrants The fund of money for subgrants
would be divided into two separate reserves - Basic Institutional
Grants, and Special Projects up to $200,000, or $400,000
depending on the number of associations 1nvolved in the proposal
This allocation procedure will be defined as part of the
cooperative agreement with UPANIC UPANIC may change this
allocation system, however, 1f 1t provides sufficient
justification, when 1t submits to AID the detailed management
process for subgrant justification and selection as discussed
below

A Basic Institutional Grants

Basic Institutional Grants would have a maximum award of $50,000
per association and federation, and enough funds will be reserved
to ensure that every elibible association would have access to a
basic grant during a period of two years. Awards of grants would
be noncompetitive, with each association and federation receiving
the amount of financial support justified, up to the maximum
After two years, the remainder of the reserve fund that had not
been awarded would be rolled into the pool of funds for Special
Projects. The total estimated for these subgrants i1s $2 3
million.
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These Basic Institutional Grants would especially serve the needs
of support or expansion of ongoing technical or commercial
services of local associations The most i1mportant selection
criteria would be farm level i1mpact (of all activities as a
whole), the capability of the association to manage the activity,
and sustainabilaity (of the association as a whole rather than the
particular activities) In order to simplify Project management,
these grants will be limited to funding a maximum of three
activities The main purpose of these grants 1is basic and
expeditious institutional strengthening and immediate service
delivery

The level of analysis, length of time 1n preparation, and detail
would be less than for special projects, and associations would
be given plenty of time to prepare proposals and receive
assistance This would also permit new members or newly emerging
assocliations that are registered with the Project an opportunity
to develop membership and activities and participate 1in the
Project.

B Productivity Subgrants

The subgrant funds that are not reserved for basic intitutional
grants will be used for subgrants directly related to
productivity The Productivity subgrants will be of two sizes -
up to $200,000 for proposals from one or two associations and up
to $400,000 for proposals from three or more associations or a
federation. Only one activity may be funded through these
subgrants to assure maximum distribution of funds. A total of

$1 3 million 1s estimated for this component The productivity
subgrants will be selected on a purely competitive basis. That
1s, proposals would be received by a deadline, reviewed together,
and ranked by score based on the detailed selection criteria
Awards would be made to qualifying proposals in order of ranking
until the funds are gone Proposals for productivity subgrants
w1ll require considerably greater depth of analysis than the
Basic Institutional Grants Impact and capability to manage the
proposed program are essential, and aggregate impact, beneficiary
numbers, and sustainability are very important in this category,
also Criteria for the productivity proposals are delineated
below

In order to permit time for all eligible associations to prepare
proposals, the selection would be done 1n approximately six month
phases, at approximately months 12, 18, and 24 Any funding left
after 24 months will be placed in the productivity subgrant
category and must be committed through a subgrant no later than
the thirty-sixth month of the Project

o~
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C Rationale for Allocation System
The rationale for this system of allocation 1s that 1t

1) creates a competitive mechanism that will tend to put money 1in
the most productive activities regardless of commodity sector,

2) permits comparison of proposals of similar size and
complexity, and

3) provides a simpler, more cost-effective mechanism for
strengthening the network of smaller, local associations with a
selection process that eliminates the time pressure and need to
spend time and money 1n proposal writing

IIT The Subgrant Process
A) Craitical Steps 1n the Selection Process
1. Register Eligible Associations

The first instruction interested member associations will receive
1s to f1ll out a registration form that will determine their
eligibility for subgrants The purpose of registration 1is to
avoird the confusion of non-members or members who do not fill
basic eligibility requirements applying for subgrants. The need
for this arises from the lack of definition that exists at
present as to how many local associations there are, especially
in the coffee and livestock associations A daistinction will
need to be made between local committees (which might have 10-20
members and no office) and local associations

2. Publicity and Orientation of Members

UPANIC w1ll be responsible for organizing member associations,
publicizing the Project, and providing basic instructions on how
to seek assistance 1n developing proposals for subgrants.

3. Formation of Project Steering Committee

UPANIC will organize an election by members of all Associations
to select three representatives Preferably, one member of the
Committee would be from the coffee sector, one from cattle, and
one from the several crops-related Associations. Persons elected
should be known for their technical leadership and objectivity,
and should have demonstrated good business and financial acumen
AID will approve the candidates in a PIL The other members of
the PSC will be the institutional contractor Chief of Party, and
a representative of AID.

WA
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WAICH PRESENT THE GREATEST POIENITAL FOR COSTRESOVERY "6

RAJO
AND SUSTAINABILITI: T3E PID/PP SHOOLD ANALTZE IHE e e —
SUSTAINABILITY POTENIIAL JF PA) SERVICES AND PROJECT L P
BENEFICIARIES SEOULD 4SSUME N0 FURTEER SUPPORT BEYIVD LA
IEE PACD. S Te———

\fﬁ\&lﬁo i

C) AID/W UVDERSTANDS TEAT PAO MEMBERSHIP (ANL TJEREFIRE | ™ o7 '
PROBABLE PROJEC? BEVEFICIARIES) fILL BE BRTTER intiats

IDENTIFIED THROO3E PHE COURSE OF FURTHER PROJEC?
DESIGN. BASED IN T9E RESULIS OF THIS CLARIFICATION, IF
MAY BE APPROPRIATE FOR PROJECT DESIIN TO INCORPORATE
PRIVATE PRIDUCERS #90 ARE NOT CJRRENTLY ACTIVE PAD
MEMBFRS, THE MISSION SHQJLD EVSURE T3IAT POORER PARMIRS
AND NON-TRADITIINAL PRODUCERS YIZHT ACCESS NROESSARY
SERVICES FIVANCED IZIRJU3H IEIS PRIJECI AND PdAT
BENBFICIARIES ARE NJI LIMITED P) T3E LARIER MORE
INFLJENTIAL PRODUCERS:

EEPY0 CITINANCING (524-35TP— b - A-OMR. OWRTANNe GO IO -

hitadi el sl Ll = W WERNEPRE L1 SN T T v i

- -
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A) LAC GRANTS PROZRAM CONZORRENCE FOR THE MISSION IO
PROCEED ¢ITE VIQTHER DEVELOPMENT OF THIS PROJESI. D E
') TEE RPLATIVELY SIMPLE DESIV JF TIIS UMBRELLA PROJECT
AND ITS SIMILARITY IO OISER INITIATIVES ALREADI BEIN:
IMPLEMEVTED TEROUSID0T I8E REGIDN, TI9E MISSION DIRECTIR
IS 9FREBY DELFIATED AJTHORIMY D AJIHIRIZE TIF PROJEC!
JSING NINV-STAVTARD DICIMEYPAPIIN. SPECIFICALLT, TEE
YMISSIJN “ATY PROCEED DIRECILf I) IHE DEVELOPMEN! JF PEE
PROJECT PAPER 4ITHOUT AN INDERMEDIATE PRIJECE
IDENTIFICATIOV DOCUMENT.

B) IF I'SF PPOJECT IS ) BE OBLISATED BI MEAVS OF A
BILATERAL RANT ASPEEMENT #ITH & GON MIVISTRI, THE PP
SAOJLD CLEARLY SPECIEY TIdE RJOLE AND RESPINSIBILITIES JF
PGAT MINISTRY IN THT SELESTION AND COORDINATION JF PV
ACTIVITIES.

) AID/4 ONDERSTANLCS IEAD, INITIALLY, JNLY J:S.-E4370
PYO’S WILL RECEIVE FIVANCIN3 THROUZE PHIS PROJECT:
TEEREAFIER, AS IJE INSIITITIONAL CAPACITIIES OF LOJAL
P¥2°S ART DEVELOPED AND MIESE PY¥I’S ARE REFISIERED #IT3
USAID, THEY TJ) JILL BE LIKELY RECIPIENTS OF A.I.D.
RESJOURCES.

D) VWHILE AID/4 UNDERSTANDS THAT PVO ACTIVITIES #4ILL BE
SELECIED THROU33IOJT IPH4E LIP, TIE PROJECT PAPER S3AOULT
OUTLINE THT PROJECTED PROIRAM LEVEL I4PACTS JF LIKEL”
ACTIVITIES T) BE FINANCED (B.3. INCREASED INCOME LEVELS,

EMPLOYMENT GENERAPED, HRALTHE INTERVENTPIONS, ETC.).

¢, TPAMILY PLANNING EXPANSION AND REIIONALIZATION
(524-3512)

LAC GRANTPS PROGRAYM CONCORRENCE FOR THE *ISSION T
PROCEED #JITH FURTHER DEVELOPMENE JDF THIS PROJECT AND
DELEGATES AUTHORITY IO MEE MISSION DIRECIOR PO APPROVE
THE PID IN THE FIELD.

5. EXPANDED PROGRAM OF IMMINIZATIOV (524-2321)

A) LAC GRANTS PROGRAM CONCIRRENCE FOR THE MISSION 10
PROCEED VITH FURTIER DEVELOPMENF OF PBIS PROJECI: 1IN
RECOGNITION OF THE ORIENCY OP IMPLEMENPING TAIS PROJIC!
AND DUE T) THE FACT PdAT ITHE OJBLIGATION MECEANISY WILL
B A BUT-IN T0 AN ON3OING RESIDNAL PRIJECT WITH PAH)D
(AND A SUBSEQUENT BUI-IN 10 A POLLOWOX PAEO PROJECI),
TBE MISSION DIRECIOR IS BEREBY DELEZATED AUTHORITY 1O
AJTHORIZE THE PROJECT OSING NOVSTANDARD DOCUMENTATION.

'R

INCLASSIFIED STATE £1513%5/31
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“SPECIFICALLY, TAE MISSION MAY PRICEED DIRECTLY T0O THE
DEVELOPMENT OF A PROJECT PAPER{IBOUAN INTERMEDIATE
PROJECT IDENTIFICATION DOCJMEN!.

B) PRELIMINART PROJECT DESIGN ENVISIONS A BITIN TO &
MJLTTDONDR PAAD ACTIVITY UND INJLUDES A.I.D. PINDINZ

FOR VEHICLES. ONDER A SUCH AN LRRANJIEMENT, PA3IO ¢27LD
NORMALLY APPLY ITS J4N PROCJREMENT PRICEDURES. TEIS
COOLD RESULT IV THE PROCUREMEND JF NON-0.S. TEFISLES
¢ITB A, I.D. FUNDS. 4K DO NDP #ANT T) PIVANCZ TDHR
PROCUREMENT OF NON-U,S, VEHICLES FOR PdIS PROJECI EXCEPT
JNDER EXCEPTIOVAL CIRIUMSTANZES (W3JICH ¢20LD RESOLY IV
JSAID ISSJING A #AIVER), TJ AVIID PRICUREMENT OF
NOK-U:S, VESICLES #IT3 A.I.D. FJINDS, JSAID S3JJLD EITHER
PICC UP OTHER PRIJECI COSTS LEAVINI JOTHER DONORS ) TJND
VERICLES, PROCURE TIE VEHICLES DIRECILY INSTEAD JF
IERIUSE PAZ), OR ENSTURE T3IADl PLI) BOYS ONLY 7.3,
TEBICLFS JNLESS JSAID [SSJ33 4 dAIvER.

5. CONSGPESSIONAL NOTIFIZATIONS ARE CJRRENILY BEIN3
PROCESSED FOR THE FAMILYT PLANNIY3 EXPANSION AND
RESTONALIZATION (524-3312) AND [9E EXPANDED PROSRAM °F
IMMONIZATION (5242321) PROJBSIS. LAS/DPP ¢ILL NODPIP.
MISSION VI& PAX #BEY CN’S JAVE 3JONE 1D CONJIRESS AND It
CABLR WIEY THE CN’S 9AVE EXPIRED: BA{ER

BT
#5135
NNNN
UNCLASSIFIED STATE 41513:/32
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ANNEX I Statutory Checklist

Listed below are statutory criteria
applicable to the assistance resources
themselves, rather than to the eligibilaty
of a country to receive assistance Thas
gection 18 divided into three parts Part
A 1ncludes criteria applicable to both
Development Assistance and Economic
Support Fund resources Part B includes
criteria applicable only to Development
Agsistance resources Part C aincludes
criteria applicable only to Economic
Support Funds

CROSS REFERENCE IS COUNTRY CHECKLIST UP
TO DATE?

A CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1 Host Country Development Efforts (FAA
Sec £01(a)) Information a~d co~clusions
on whether assistance will encourage
efforts of the country to (a) increase
the flow of international trade, (b)
foster private i1nitiative and competaition,
(c) encourage development and use of
cooperatives, credit unions, and savings
and lcan associations, (d) discourage
monopolistic practices, (e) improve
technical efficiency of industry,
agriculture, and commerce, and (f)
strengthen free labor unions

2 U S Praivate Trade and Investment (FAA
Sec 601(b)) Information and conclusions
on how assistance will encourage U §
praivate trade and investment abroad and
encourage private U S participation in
foreign assistance programs (including use
of private trade channels and the services
of U S praivate enterprisge)

3 Congressional Notification

a General requirement (FY 1991
Appropriationg Act Secs 523 and 591,
obligated for an activity not previously
justified to Congress, or for an amount in
excess of amount previously justified to
Congress, has Congress been properly
notified (unless the notification
requirement has been ~aived because of
substantial risk to human health or
welfare)®

b Notice of new account
obligation (FY 1991 Appropriations Act
Sec 514) If funds are being obligated

Yes

a) Increased production of both
traditional and non-traditional exports
will increase the flow up external trade
b) Recovery of private agricultural
producers to make them the engine of
growth in the agracultural sector 1s the
purpose of this project c¢) N/A The
project has no credit components d) The
project will seek to help farmers overcome
monopsonies in the purchase of
agraicultural produce e) Improvement of
production technology and increased yields
in agriculture are pramary actavities of
this project

The project will help introduce U §
technology and farm inputs into Nicaragua
after a 10 years hiatus This 18 expected
to lead to increased U S exports of farm
inputg and machinery to Nicaragua

Notification was sent to Congress on
May 15, 1991 That notification expired
without objection on May 30, 1991

\v\



under an appropriation account to which
they were not appropriated, has the
President consulted with and provided a
written justification to the House and
Senate Appropriations Committees and has
such obligation been subject to regular
notification procedures?

c Cagh transfers and nonproject
sector assistance (FY 1991 Appropriations
Act Sec 575(b) (3)) If funds are to be
made available in the form of cash
transfer or nonproject sector assistance,
has the Congressional notice included a
detailed description of how the funds will
be used, with a discussion of U S
interests to be served and a description
of any economic policy reforms to be
promoted?

4 Engineering and Financial Plans (FAA
Sec 611(a)) Prior to an obligation in
excess of $500,000, will there be (a)
engineering, financial or other plans
necessary to carry out the ass.sgtance, and
(b) a reasonably firm estimate of the cost
to the U s of the agsistance?

5 Legislative Action (FAR Sec 611(a)

(2) 1If legislative action 18 required
within recipient country with respect to
an obligation in excess of $500,000, what
18 the basis for a reascnable expectation
that such action will be completed in time
to permit orderly accomplishment of the
purpose of the assistance?

6 Water Resources (FAA Sec 611(b), FY
1991 Appropraiations Act Sec 501) If
Project 18 for water or water-related land
resource construction, have benefits and
costs been computed to the extent
practicable i1n accordance with the
prainciples, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U 8§ C 1962, et
seg )? (See A I D Handbook 3 for
guidelines )

7 Cash Transfer and Sector Assistance (FY
1991 Appropriations Act Sec 575(b)) will
cash transfer or nonproject sector
assistance be maintained in a separate
account and not commingled with other
funds (unless such requirements are waived
by Congressional notice for nonproject
sector assistance)?

8 Capaital Assistance (FAR Sec 611(e))

If projects 18 capital assistance (e _g_,
construction), and total U S assistance
for 1t will exceed $1 million, has Mission

N/A

N/A

Yes

No legislative action 18 required

N/A

N/A

\



Director certified and Regional Assistant
Administrator taken into consideration the
country's capability to maintain and
utilize the project effectively?

9 Multiple Country Objectives (FAA Sec
€01(a)) Information and conclusions on
whether projects will encourage efforts of
the country to (a) increase the flow of
international trade, (b) foster praivate
initiative and competaition, (c) encourage
development and use of cooperatives,
credit unions, and savings and loan
associations, (d) discourage monopolistic
practices, (e) improve technical
efficiency of industry, agriculture and
commerce, and (f) strengthen free labor
unions

10 U S Praivate Trade (FAR Sec 601 (b))
Information and conclusions on how project
will encourage U S private trade and
investment abroad and encourage praivate

U § participation in foreign assistance
programs (including use of private trade
channels and the services of U S praivate
enterpraise)

11 Local Currencaies

a Recipient Contraibutions (FAA
Secs 612(b), 636(h))* Describe steps
taken to assure that, to the maximum
extent possible, the country 1is
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the U §
are utilized in lieu of dollars

b U.S -Owned Currency (FAA Sec
612(d)) Does the U S own excess foreign
currency of the country and, 1f so, what
arrangements have been made for its
release”

c Separate Account (FY 1991
Appropriations Act Sec §575) 1If
assistance 18 furnished to a foreign
government under arrangements which result
in the generation of local currencies

(1) Has A.1 D (a) required
that local currencies be deposited in a
separate account established by the
recipient government, (b) entered into an
agreement with that government providing
the amount of local currencies to be
generated and the terms and conditaions
under whaich the currencies so deposited
may be utilized, and (¢) established by
agreement the responsibilities of A I D
and that government to monitor and account

N/A

See Item A 1 above

See Item A 2 above

The Project provides assigtance to two
private sectors Nicaraguan organizations
Although neither of these organizations
can provide the required 25% counterpart,
the Project will have a mechanism to
assure that both organizations provide a
significant contribution and work towards
self-sustainabaility

No

N/a  This Project will not generate local
currency

N/a



for deposrts into and disbursements from
the separate account?

(2) Will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposed of the DA or ESF chapters
of the FAA (depending on whach chapter is
the source of the assistance) or for the
administrative requirements of the United
States Government?

(3) Has A I D take all
appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account are used for the
agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
in a separate account be disposed of for
purposes agreed to by the recipient
government and the United States
Government?

12 Trade Restraictions

a. Surplus Commodities (FY 1991
Appropriations Act Sec S521i(a)). If
assistance 18 for the production of any
commodity for export, 1s the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to U § producers of the same,
similar or competing commodity?

b Textiles (Lautenberg
Amendment) (FY 1991 Appropraiations Act
Sec 521 (c)) Will the assistance (except
for programs in Caribbean Basin Initiative
countries under U § Tariff Schedule
"Section 807," which allows reduced
tariffs on articles assembled abroad from
U 8 =~ made components) be used directly
to procure feasibility studies,
prefeasiblaity studies, or project profiles
of potential investment in, or to assist
the establishment of facilities
specifically desagned for, the manufacture
for export to the United States or to
third country markets in direct
competition with U.S exports, of
textiles, apparel, footwear, handbags,
flat goods (such as wallets or coin purser
worn on the person), work gloves or
leather wearing apparel?

13 Tropical Forests (FY 1991

N/A

N/A

N/A

No

No

W



Appropriations Act Sec 533 (¢) (3)) Will
funds be used for any program, project or
activaty which would (a) result in any
significant loss of tropical forests, or
(b) involve industrial timber extraction
An primary tropical forest areas?

14 sahel Accounting (FAA Sec 121 (d))
If a Sahel project, has a determination
been made that the host government has an
adequate systems for accounting for and
controlling receipt and expenditure of
project funds (eather dollars or local
currency generated therefrom)?

15 PVO Assistance

a Auditing and registration (FY
1991 Appropriations Act Sec 537) If
assistance 18 being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary to auditing requirements
of A I D, and 18 the PVO registered with
AID?

b Funding sources (FY 1991
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations") If assistance 18 to be
made to a United States PVO (other than a
cooperative development organization),
does 1t obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United States Government?

16 Project Agreement Documentation (State
Authorization Sec 139 (as interpreted by
conference report})) Has confirmation of
the date of signing of the project
agreement, i1ncluding the amount involved,
been cabled to State L/T and A I D LEG
within 60 days of the agreement's entry
into force with respect to the United
States, and has the full text of the
agreement been pouched to those same
offices? (See Handbook 3, Appendix 6G for
agreements covered by this provision)

17 Metrac System (Omnibus Trade and
Competitiveness Act of 1988 Sec 5164, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec 2, and
as wmplemented through A I D policy)

Does the assistance activity use the
metric system of measurement in its
procurement, grants, and other business-
related activities, except to the extent
that such use 18 impractical or is likely

No

N/A

Yes The PVOs will be registered with AID

before obligation

N/A

N/A

Yes



to cause significant .nefficiencies or
loss of markets to United States firme?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? Will A I D specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

18 Women 1i1n Development (FY 1991
Appropriations Act, Title II, under
heading "Women 1n Development"”) wWill
assistance be designed so that the
percentage of women participants will be
demonstrably increased?

19 Regional and Multilateral Assistance
(FAA Sec 209) Is assistance more
efficiently and effectively provided
through regional or multilateral
organizations? If so, why 18 assistance
not so provided? Information and
conclusions on whether assistance will
encourage developing countries to
cooperate in regional development
programs

20 Abortaions (FY 1991 Appropriations Act,
Title II, under heading "Population, DA,"
and Sec 525)

a Will assistance be made
available to any organization or program
which, as determined by the President,
supports or participates in the management
of a program of coercive abortion or
involuntary sterilization?

b Will any funds be used to lobby
for abortion?

21 Cooperatives (FAA Sec 111) will
agsistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

22 U S -Owned Foreign Currencies

a Use of currencies (FAR Secs 612(b),
636(h), FY 1991 Appropriations Act Secs
507, 509) Describe steps taken to assure
that, to the maximum extent possible,
foreign currencies owned by the U § are
utilaized in lieu of dollars to meet the

Yes, Inclusion of NTAE activities will
provide significant employment
opportunities for women

No

N/A

N/A

Assistance will be channeled to Producers
Uniong, which are similar to cooperatives.
Rural poor will participate through
significantly increased employment
opportunities



(43

coat of contractual and other services

b Release of currencies (FAAR Sec 612
(d)) Does the U § own excess foreign
currency of the country and, 1f so, what
arrangements have been made for its
release?

23 Procurement

a Small business (FAR Sec
602(a)) Are there arrangements to permit
U s small business to participate
equitably in the furnishing of commodities
and services financed?

b U 8 procurement (FAA Sec
604(a)) Wi1ll all procurement be from the
U S except as otherwise determined by the
President or determined under delegation
from him®

c Marine insurance (FAA Sec
604 (4)) If the cooperating country
discriminates against marine insurance
companies authorized to do business in the
U S , will commodities be insured in the
United States against marine risk with
such a company?

d Non-U § agricultural
procurement (FAA Sec 604(e)) If non-
U S procurement of agricultural commodity
or product thereof is to be financed, is
there provision against such procurement
when the domestic price of such commodity
18 less than parity? (Exception where
commodity financed could not reasonably be
procured in U § )

e Construction or engineeraing
services (FAA Sec 604(g)) Will
construction or engineering services be
procured from firms of advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a
competitive capability in international
markets in one of these areas? (Excepticon
for those countries which receive direct
economic assistance under -he FAA and
permit United States firms to compete for
construction or engineering services
financed from assistance programs of these
countraies )

£ Cargo preference shipping (FAA
Sec 603)) Is the shipping excluded from
compliance with the requirement in section
901(b) of the Merchant Marine Act of 1936,
as amended, that at least 50 percent of
the gross tonnage of commodities (computed
separately for dry bulk carriers, dry

See Item A 11 a above

No

Yes, an Ba firm will provide the majority
of technical services under the project

Yes

N/A

N/A

No

No

W



cargo liners, and tankers) financed shall
be transported on privately owned U S

flag commercial vessels to the extent such
vesselg are available at fair and
reasonable rates?

Technical assistance (FAA Sec
621(a)) If technical assistance is
financed, will such agsistance be
furnished by private enterprise on a
contract basis to the fullest extent Yes Technical Assistance will be
practicable? Will the facilities and provided by U S firms
resources of other Federal agencies be
utilized, when they are particularly
suirtable, not competitive with private
enterprise, and made available without
undue i1nterference with domestic programs?

h U 8§ air carriers
{International Air Transportation Fair
Competitive Practices Act, 1974) If air
transportation of persons or property is Yes
financed on grant basis, will U §
carriers be used to the extent such
service 18 available®

1 Termination for convenience of
Us Government (FY 1991 Appropriations
Act Sec 504) If the U 8§ Government 18
a party to a contract for procurement, Yes
does the contract contain a provision
author:izing termination of such contract
for the convenience of the United States?

3 Congulting services (FY 1991
Appropriations Act Sec 524) If
assistance 18 for consulting service
through procurement contract pursuant to 5
U s C 3109, are contract expenditures a Yes
matter of public record and available for
public i1nspection (unless otherwise
provided by law or Executive order)?

k Metric conversion (Omnibus
Trade and Comrpetitiveness Act of 1988, as
interpreted by conference report, amending
Metric Conversion Act of 1975 Sec 2, and
as implemented through A I D policy) Yes
Does the assistance program use the metraic
system of measurement in 1ts procurement,
grants, and other business-related
activities, except to the extent that such
use 18 impractical or is likely to cause
significant inefficiencies or loss of
markets to United States firms? Are bulk
purchases usually to be made in metr:ic,
and are components, subassemblies, and
semi-fabricated materials to be specified
in metric units when economically
available and technically adequate? Will
A I D specifications use metric units of
measure from the earliest programmatic



stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

1 Competitive Selection
Procedures (FAA Sec 601(e)) W1ll the
asgistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules
allow otherwise?

24 Construction

a Capital project (FAR Sec
601(d)) If capital (e g , construction)
project, will U S. engineering and
professional services be used”

b Construction contract (FAA
Sec 61l(c)) If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

c Large projects, congressional
approval (FAA Sec 620(k})) If for
construction of productive enterprase,
will aggregate value of assistance to be
furnished by the U S not exceed $100
million (except for productive enterprises
in Egypt that were described in the
Congressional Presentation), or does
assistance have the express approval of
Congress?

25 U.S Audit Rights (FAA Sec 301(4d))
If fund 1s established solely by U S
contributions and administered by an
international organization, does
Comptroller General have audit rights>®

26 Communist Assistance (FAA Sec 620(h)
Do arrangemente exist to insure that
United States foreign aid 1s not used in a
manner which, contrary to the best
interest of the United States, promotes or
assists the foreign aid projects or
activities of the Communist-bloc
countries?

27 Narcotaics

a Cash reimbursements (FAA Sec
483): Will arrangements preclude use of
financaing to make reimbursements, in the
form of cash payments, to persons whose
1llicat drug crops are eradicated?

b. Assistance to narcotics

Yes

N/A

N/A

N/A

N/A

Yes

Yes



traffickers (FAA Sec 487) Will
arrangements take "all reasonable steps”
to preclude use of financang to or through
individuals or entities which we know or
have reason to believe have either (1)
been convicted of a violation of any law
or regulation of the United States or a
foreign country relating to narcotics (or
other controlled substances), or (2) been
an 1llicit trafficker in, or otherwise
involved in the 1llicat trafficking of,
any such controlled substance?

28 Expropriation and Land Reform (FAA

Sec 620(g))°* Will assistance preclude
use of financing to compensate owners for
expropriated or nationalized property,
except to compensate foreign nationals in
accordance with a land reform program
certified by the President?

29 Police and Prisons (FAA Sec 660)
W1ll assistance preclude use of financing
to provide training, advice, or any
financial support for police, prisons, or
other law enforcement forces, except for
narcotics programs?

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

31 Motor Vehicles (FAA Sec 636(1))

Will assistance preclude use of financing
for purchase, sale, long-term lease,
exchange or guaranty of the sale of motor
vehicles manufactured outside U S , unless
a waiver 18 obtained?

32 Military Personnel (FY 1991
Appropraiations Act Sec 503) Will
assigstance preclude use of financing to
pay pensions, annuities, retirement pay,
or adjusted service compensation for prior
or current military personnel?

33 Payment of U N Assessments (FY 1991
Appropriataions Act Sec 505) will

assistance preclude use of financang to
pay U N assessments, arrearage or dues?

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

35 Export of Nuclear Resources (FY 1991
Appropriations Act Sec 510) Will

assistance preclude use of financing to
finance the export of nuclear equipment,

10

Yes

Land reform efforts will not be supported
through this project

Yes

Yes

Yes All motor vehiclee financed under
th.s Project will be manufactured in the
U s

Yes

Yes

Yes

P



fuel, or technology?

36 Repression of Population (FY 1991
Appropriations Act Sec 511) Will
assistance preclude use of financing for
the purpose of aiding the efforts of the
government of such country to repress the
legitimate raights of the population of
such country contrary to the Universal
Declaration of Human Raghts?

37 Publicaty or Propaganda (FY 1991
Appropriationg Act Sec 516) Will
assistance be used for publicity or
propaganda purposes designed to support or
defeat legaislation pending before
Congress, to influence in any way the
outcome of a political election in the
Unated States, or for any publicity or
propaganda purposes not authorized by
Congress?

38 Marine Insurance (FY 1991
Appropriations Act Sec 563) Wi1ll any

A I D contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U S marine insurance companies have a
fair opportunity to bid for marine
insurance when such insurance 18 necessary
or appropriate?

39 Exchange for Prohibited Act (FY 1991
Appropriations Act Sec 569) Will any
assistance be provided toc any foreign
government (including any instrumentality
or agency thereof), foreign persor, or
United States person in exchange for that
foreign government or person undertaking
any action which 1is, 1f carried out by the
United States Government, a United States
official or employee, expressly prohibited
by a provision of United States law?

B CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1 Agricultural Exports ![Bumpers
Amendment) (FY 1991 Appropriataions Act

Sec 521(b), as interpreted by conference
report for original enactment) If
assistance 18 for agricultural development
activaities (specifically, any testing or
breeding feasibility study, variety
improvement or introduction, consultancy,
publication, conference, or training), are
such actaivities (1) specifically and
principally designed to increase
agraicultural exports by the host country
to a country other than the United States,
where the export would lead to direct
competition in that third country with
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exports of a similar commodity grown or
produced in the United States, and can the
activaties reasonably be expected to cause
substantial injury to U S exporters of a
similar agricultural commodity, or (2) in
support of research that is intended
primarily to benefit U § producers?

2 Tied Aid Credits (FY 1991
Appropriations Act, Title II, under
heading "Economic Support Fund") Will DA
funds be used for tied aid credits?

3 Appropriate Technology (FAA Sec 107)°
Is special emphasis placed on use of
appropriate technolecgy (defined as
relatively smaller, cost-savang, labor-
using technologies that are generally most
appropriate for the small farms, small
businesses, and small incomes of the
poor)?

4 1Indigenous Needs and Resources (FAA
Sec 281(b)) Describe extent to whach
the activity recognizes the particular
needs, desires, and capacities of the
people of the country, utilizes the
country's intellectual resources to
encourage institutional development, and
supports civic education and training in
skills required for effective
participation in governmental and
political processes essential to self-
government

5 Economic Development (FAA Sec 101(a))
Does the activaty give reasonable promise
of contributing to the development of
economic resources, or to the increase of
productive capacities and self-sustaining
economic growth?

6 Special Development Emphases (FAA Secs
102(b), 113, 281(1)) Describe extent to
which activity will (a) effectively
involve the poor in development by
extending access to economy at local
level, increasing labor-intensive
production and the use of appropraiate
technelogy, dispersing investment from
cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using appropriate U §

institutions, (b) encourage democrataic
private and local governmental
institutions; (c) support the self-help
efforts of developing countries, (d)
promote the participation of women in the
national economies of developing countries
and the improvement of women's status, and
{e) utilize and encourage regiocnal
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cooperation by developing countries

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

8 Benefit to Poor Majority (FAA Sec
128(b)): 1If the activity attempts to
increase the institutional capabilities of
private organizations or the government of
the country, or i1f it attempts to
stimulate scientific and technclogical
research, has it been designed and will 1t
be monitored to ensure that the ultimate
beneficiaries are the poor majority?

9 Abortions (FAA Sec 104(f), FY 1991
Appropriations Act, Title II, under
heading "Population, DA," and Sec 535)

a Are any of the funds to be used
for the performance of abortions as a
method of family planning or to motivate
or coerce any person to practice
abortions?

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

c Are any of the funds to be made
available to any organization or program
which, as determined by the President,
supports or participates in the management
of a program of coercive abortion or
involuntary sterilization?

d W1ll funds be made available
only to voluntary family planning projects
which offer, either directly or through
referral to, or information about access
to, a broad range of family planning
methods and services?

e In awarding grants for natural
family planning, will any applicant be
discriminated against because of such
applicant's religious or conscientious
commitment to offer only natural family
planning?

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

g Are any of the funds to be made
available to any organization 1f the
President certifies that the use of these
funds by such organization would violate
any of the above provisions related to
abortions and involuntary sterilization?

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

11 Disadvantaged Enterprises (FY 1991
Appropriations Act Sec 567) What
portion of the funda will be available
only for actaivities of economically and
socially disadvantaged enterprises,
historically black colleges and
universities, colleges and universities
having a student body in which more than
40 percent of the students are Hispanic
Americans, and private and veluntary
organizations whach are controlled by
individuals who are black Americans,
Higspanic Americans, or Native Americans,
or who are economically or socially
disadvantaged (including women)?

12 Biclogical Diversity (FAA Sec

119(g) W1ll the assistance (a) support
training and education efforts which
improve the capacity of recipient
countries to prevent loss of biological
diversity, (b) be provided under a long-
term agreement in which the recipient
country agrees to protect ecosystems or
other wildlife habitats, (c) support
efforts to i1dentify and survey ecosystems
1n recipient countries worthy of
protection, or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such areas?

13. Tropical Forests (FAA Sec 118, FY
1991 Appropriations Act Sec 533(c)-(e) &
(9))

a A I D Regulation 16 Does the
assistance comply with the environmental
procedures set forth in A I D Regulation
16?2

b Conservation Does the

assistance place a high priority on
conservation and sustainable management of
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tropical forests? Specifically, does the
agsistance, to the fullest extent

¢. Forest degradation Will
asgistance be used for (1) the
procurement or use of logging equipment,
unless an environmental assessment
indicates that all timber harvesting
operations involved will be conducted 1in
an envaironmentally sound manner and that
the proposed activity will produce
positive economic benefits and sustainable
forest management systems, (2) actions
which will significantly degrade national
parks or similar protected areas which
contain tropical forests, or introduce
exotic plants or animals into such areas,
(3) activities which would result in the
conversion of forest lands to the rearing
of livestock, (4) the construction,
upgrading, or maintenance of roads
{including temporary haul roads for
logging or other extractive industries)
which pass through relatively undegraded
forest lands, (S) the colonization of
forest lands, or (6) the construction of
dams or other water control structures
which flood relatively undegraded forest
lands, unless with respect to each such
activity an environmental assessment
indicates that the activity will
contribute significantly and directly to
improvaing the livelihood of the rural poor
and will be conducted 1n an
environmentally sound manner which
supports gustainable development?

d Sustainable forestry If
assistance relates to tropical forests,
will project assist countries 1in
developing a systematic analysis of the
appropriate use of their total tropical
forest resources, with the goal of
developing a national program for
sustainable forestry?

e Environmental impact statements
Will funds be made available in accordance
with provisions of FAA Section 117(¢) and
applicable A I 3 regulations requiring an
environmental impact statement for
actavities saignificantly affecting the
environment?

14 Energy (FY 1991 Appropriations Act
Sec 533(c) If assistance relates to
energy, will such assistance focus on

(a) end-use energy efficiency, least-cost
energy planning, and renewable energy
resources, and (b) the key countries where
agsistance would have the greatest impact
on reducing emissions from greenhouse
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gasen?

15 Sub-Saharan Africa Assistance (FY
1991 Appropraiations Act Sec 562, adding a
new FAA chapter 10 (FAR Sec 496)) If
assistance will come from the Sub-Saharan
Africa DA account, 18 it {(a) to be used
to help the poor majority 1n Sub-Saharan
Africa through a process of long-term
development and economic growth that is
equitable, participatory, environmentally
gustainable, and self-rel:iant, (b) to be
used to promote sustained economic growth,
encourage private sector development,
promote individual initiatives, and help
to reduce the role of central governments
1n areas more appropriate for the private
sector, (c¢) being provided in accordance
with the policies contained in FAA section
102, (d) being provided in close
consultation with African, United States
and other PVOs that have demonstrated
effectiveness in the promotion of local
grassroots activities on behalf of long-
term develcopment in Sub-Saharan Africa,
(e) being used to promote reform of
sectoral economic policies, to support the
c¢ratical sector priorities of agricultural
production and natural resources, health,
voluntary family planning services,
education, and income generating
opportunities, to bring about appropriate
sectoral restructuring of the Sub-Saharan
African economies, to support reform in
public administration and finances and to
establish a favorable environment for
indivadual enterprise and self-sustaining
development, and to take into account, 1n
assieted policy reforms, the need to
protect vulnerable groups, (f) being used
to increase agraicultural production in
ways that protect and restore the natural
resource base, especially food production,
to maintain and improve basic
transportation and communication networks,
to maintain and restore the renewable
natural resource base in ways that
increase agraicultural production, to
improve health conditions with special
emphasis on meeting the health needs of
mothers and children, including the
establishment of self-sustaining primary
health care systems that give priority to
preventive care, toc provide increased
access to voluntary family planning
services, to improve basic literacy and
mathematics especially to those outside
the formal educational system and to
improve primary education, and to develop
income-generating opportunities for the
unemployed and underemployed in urban and
rural areas?
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16 Debt -for-Nature Exchange (FAA Sec
463) If project will finance a debt-for-
nature exchange, describe how the exchange
will support protection of {a) the
world's oceans and atmosphere, (b) animal
and plant species, and (c) parks and
reserves, or describe how the exchange
will promote (d) natural resource
management, (e) local conservation
programs, (f) conservation training
programs, (g) public commitment to
conservation, (h) land and ecosystem
management, and (i) regenerative
approaches in farming, forestry, fishing,
and watershed management

17 Deobligation/Reobligation (FY 1991
Appropriations Act Sec 515) If
deob/reob authority is sought to be
exercised in the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countries within the same region as
originally obligated, and have the House
and Senate Appropriations Committees been
properly notified?

18 Loans

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

b Long-range plans (FAA Sec
122(b})) Does the activity give
reasonable promise of assisting long-range
plans and programs designed to develop
economic resources and increase productive
capacities?

c Interest rate (FAA Sec 122(b))-
If development loan i1s repayable in
dollars, is interest rate at least 2
percent per annum during a grace period
which 18 not to exceed ten years, and at
least 3 percent per annum thereafter?

d Exports to United States (FAA
Sec 620(d)) If assistance is for any
productive enterprise which will compete
with U 8§ enterprises, 18 there an
agreement by the recipient country to
prevent export to the U S of more than 20
percent of the enterprise’'s annual
production duraing the life of the loan, or
has the requirement to enter ainto such an
agreement been waived by the President
because of a national security interest”

19 Development objectives (FAA Secs
102(a), 111, 113, 281(a)) Extent to
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whiclh activity will (1) effectively
involve the poor in development, by
expanding acceses to economy at local
level, increasing labor-intensive
production and the use of appropriate
technology, spreading investment out from
cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using the appropriate U S
institutions, (2) help develop
cooperatives, especially by technical
assistance, to assist rural and urban poor
to help themselves toward better life, and
otherwise encourage democratic private and
local governmental institutions, (3)
support the self-help efforts of
developing countries, (4) promote the
participation of women in the national
economies of developing countries and the
improvement of women's status, and (5)
utilize and encourage regional ccoperation
by developing countries?

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

a Rural poor and small farmers
If agsistance 18 being made available for
agraculture, rural development or
nutrition, describe extent to which
activity 1s specifically designed to
increase productivity and income of rural
poor, or 1f aseistance is being made
available for agricultural research, has
account been taken of the needs of small
farmers, and extensive use of field
testing to adapt basic research to local
conditions shall be made

b Nutraitaion Descraibe extent to
which assistance is used 1n coordination
with efforts carried out under FAA Section
104 (Population and Health) to help
amprove nutrition of the people of
developing countries through encouragement
of increased production of crops with
greater nutritional value, improvement of
planning, research, and education with
respect to nutration, particularly wath
reference to improvement and expanded use
to indigenously produced foodstuffs, and
the undertaking of pilot or demonstration
programs explicitly addressing the problem
of malnutrition of poor and vulnerable

people

¢ Food security Describe extent
to which actaivity increases national food
security by improving food policies and
management and by strengthening national
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food reserves, with particular concern for
the needs of the poor, through measures
encouraging domestic production, building
national food reserves, expanding
available storage facilities, reducing
post harvest food losses, and improving
food distribution

21 Population and Health (FAR Secs
104(b) and (¢)) If assistance is being
made available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition and
family planning for the poorest people,
with particular attention to the needs of
mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
commercial distrabution systems, and other
modes of community outreach

22 Education and Human Resources
Development (FAA Sec 10S) If assistance
18 being made available for educataion,
public administration, or human resource
development, describe (a) extent to which
activity strengthens nonformal education,
makes formal education more relevant,
especially for rural families and urban
poor, and strengthens management
capability of institutions enabling the
poor to participate in development, and
(b) extent to which assistance provides
advanced education and training of people
of developing countries in such
discaiplines as are required for planning
and implementation of public and private
development actaivities.

23 Energy, Private Voluntary
Organizations, and Selected Development
Activities (FRA Sec 106) If assistance
18 being made available for energy,
private voluntary organizations, and
selected development problems, describe
extent to which activity is

a concerned with date collection
and analysis, the training of skilled
personnel, research on and development of
suitable energy sources, and pilot
projects to test new methods of energy
production, and facilaitative of research
on and development and use of small-scale,
decentralized, renewable energy sources
for rural areas, emphasizing development
of energy resources whach are
environmentally acceptable and require
minimum capital investment,

b concerned with technical
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cooperation and development, especially
with U S§. private and voluntary, or
regional and international development,
organizations,

c research into, and evaluation
of, economic development processes and
techniques,

d reconstruction after natural or
manmade disaster and programs of disaster
preparedness,

e. for special development
problems, and to enable proper utilization
of infrastructure and related projects
funded with earlier U § assistance,

f. for urban develcpment,
especially small, labor-intensive
enterprises, marketing systems for small
producers, and financial or other
instaitutions to help urban poor
participate in economic and social
development.

24 Sahel Development (FAA Secs 120-21)
If assistance 18 being made available for
the Sahel region, descraibe (a) extent to
which there 18 international ccordination
in planning and implementation,
participation and support by African
countries and organizations in determining
development priorities, and a long-term,
multidonor development plan which calls
for equitable burden-sharing with other
donors, (b) whether a determination has
been made that the host government has an
adequate system for accounting for and
controlling receipt and expenditure of
projects funds (dollars or local currency
generated therefrom)

c. CRITERIA APPLICABLE TO ECONOMIC
SUPPORT FUNDS ONLY

1 Economic and Political stability (FAA
Sec. 531 (a) Will this assistance promote
economic and political stability? To the
maximum extent feasible, 18 this
assistance consistent with the polacy
directions, purposes, and programs of Part
I of the FAA?

2 Military Purposes (FAA Sec S3l(e))
Will this assistance be used for military
or paramilitary purposes?

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

4 Generation and Use of Local Currencies

{FAR Sec 531(d)) Will ESF funds made

available for commodity import programs or

other program assistance be used to

generate local currencies? If so, wall at

least 50 percent of such local currencies No
be available to support activities

consistent with the objectives of FAA

sectaiong 103 through 106?

5. Cash Transfer Requirements (FY 1991
appropriations Act, Title II, under
heading "Economic Support Fund," and Sec
575(b)) If assistance 18 in the form of
a cash transfer

a. Separate account Are all such
cash payments to be maintained by the
country in a separate account and not to
be commingled with any other funds?
N/A
b. Local currencies Will all
local currencies that may be generated
with funds provided as a cash transfer to
such a country also be deposited in a
spaecial account, and has A I.D entered N/A
into an agreement with that government
setting forth the amount of the local
currencies to be generated, the terms and
conditions under which they are to be
used, and the responsibilities of A I D
and that government to monitor and acccunt
for deposits and disbursements?

¢ US Government use of local
currencies Will all such local
currencies also be used in accordance with
FAA Section 609, which requares such local
currencies to be made available to the
U § government as the U S determines N/A
necessary for the requirements of the U §
Government, and which requires the
remainder to be used for programs agreed
to by the U.S Government to carry out the
purposes for which new funds authorized by
the FAR would themselves be available”

da Congressional notice Has
Congress received prior notification
providing in detail how the funds will be
used, including the U 8§ interests that
will be served by the assistance, and, as
appropriate, the economic policy reforms Yes
that will be promoted by the cash tranafer
assistance?
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