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PROJECT AUTHORIZATION 

Name of country. Nlcaragua 

Name of ProJect. Prlvate Agrlcultural Servlces 

Number of ProJect. 524-0315 

1. Pursuant to Sect10n 531 of the Foreign Ass1stance Act of 
1961, as amended, I hereby authorize the Private Agricultural 
SerV1ces ProJect for Nicaragua involving an inlt1al obllgat1on of 
One M1ll1on F1ve Hundred Thousand united states Dollars 
($1,500,000) and involving total planned obligations not to 
exceed Seven M1llion united States Dollars ($7,000,000) in grant 
funds over the period from the date of obligation through a 
Project Ass1stance Completion Date of Auqust 31, 1996, subJect to 
the avallablllty of funds in accordance w1th the AID/OYB 
allotment process, to help in f1nanc1ng forelgn exchange and 
local currency costs for the proJect. 

2. The proJect conslsts of two Cooperatlve Agreements: 1) a 
$4.6 mlll10n cooperatlve agreement w1th the Unlon of Agrlcultural 
Producers of Nlcaraqua (UPANIC) to fund agrlcultural serV1ces for 
pr1vate agrlcultural producer associatlons, and 2) a $2.4 m1lllon 
cooperat1ve agreement to the Nlcaraguan Assoclat1on of Producers 
of Nontradltlonal Exports (APENN) to promote product1on of 
nontrad1t1onal exports 1n the country. 

3. The ProJect Agreements, Wh1Ch may be negotlated and executed 
by the off1cer to whom such author1ty 1S delegated 1n accordance 
w1th AID Regulat10ns and Delegat10ns of Aut~or1ty, shall be 
subJect to the followlng essent1al terms and condltlons, together 
wlth such other terms and cond1tlons as AID may deem approprlate 

A. Source and Orlgln of Goods and SerV1ces 

Commodltles flnanced by AID under the Grants shall have thelr 
source and orlgln In the Un1ted states or ln the Cooperatlng 
Country or ln any other Central Amerlcan Common Market country, 
except as AID may otherw1se agree In wr1tlng. Except for ocean 
sh1pp1ng, the suppl1ers of commodlt1es or serVlces shall have 
countrles WhlCh are members of the Central &,erlCan Common 
Market, the Cooperatlng Country, or the Unlted states (AID 
Geographlc Code 000) as thelr place of natlonallty, except as AID 
may otherwlse agree ln WTltlng. Ocean shlPPlng flnanced by AID 
under the Grant shall, except as AID may otherwlse agree In 
WTltlng, be flnanced only on flag vessels of the Unlted states. 



B. Condltlons Precedent to Dlsbursement 

1. Prlor to the dlsbursement of funds under the ProJect wlth 
exceptlon of fundlng for technlcal asslstance dlrectly 
contracted by AID, UPANIC and APENN wlll demonstrate to AID 
that It has the accountlng, procurement, and admlnlstratlve 
systems and related internal controls In place to be able to 
manage the funding provlded under this ProJect. 

2. Prlor to the disbursement of any funds under the ProJect for 
the procurement and/or use of pesticides under this project, 
lncluding technical assistance in pesticide management, is 
prohiblted 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. Envlronmental Procedures, 22 CFR 216. Project 
lmplementation plans wlll be modlfled, as approprlate, to 
lncorporate recommended mltigative measures developed under 
the EA. These stlpulatlons are llmlted to the above area 
and should not be construed to prohlblt the lnltlatlon and 
Implementatlon of other proJect components that wlll not 
have potential slgnlflcant Impacts on the enVlronment. 

Drafted PDIS.KSanderson. Date" 
- /' .... I l:-' () ~ ( { 

Cleared PDIS.JCloutler: Date ~71 ARDO BRudert: Date" .z. ~ , 
OPP:RVBurke- Date 1.r 
LA· MVelazquez: Date· 
OF IN JAvlla· Date-

~ CO JCorley: Date . ,-
DDIR-KSchofleld Date_ 

, 

--



.. 

-. " 

PRIV ATE AGRICULTURAL SERVICES PRQJECT 

Project 524-0315 

Th~s pp document compl~es w~th current Agency Guidance on methods 
of financ~ng and implementation and has provided for adequate audlt 
coverage in accordance with the Payment Verification Policy 
Implementat~on Guidance. 

~ !r~v~ t/4f1 
Act~ng Controller 



-
-

PROJECT PAPER 

PRIVATE AGRICULTURAL SERVICES PROJECT 
(524-0315 ) 

TABLE OF CONTENTS 

Sect~on: 

I. SUMMARY AND RECOMMENDATION . .. .. · . . . . 1 
1 
2 

A. Summary • • • • • • • . . . . . . . · . . 
B. Recommendat~on • • • .. ..... . · . . . . 

I I • PROGRAM FACTORS • • • • • • • • • • • • • • • • • • • •• 3 

III 

A. Conformity with Host country Strategy • • • • • • •• 3 
B. Relat~onship to AID Strategy • • • • • • • • • • • •• 3 
C. Other Donor and USAID Act~v1t1es ••.• 4 

PROJECT DESCRIPTION • • • • • • • 
A. Background • • • • • • •• •.•••••• 
B. The Problem • • • • • • • • • • • • . • • • • 
C. ProJect Goal and Purpose ••• • • •• ••• 
D. ProJect Components •• • • • • • ••• . • 

1. Inst1tut~onal Strengthen1ng of the Assoc1at10ns 
a Local Assoc1at1ons and Federat10ns 

(1) Tra1n~ng Plans • •. ••• 
(l~) Reports and Data Collectlon . . . . . . 

b. UPANIC • • • • • • . • • • • 0 • • G • • • • • 

2. Product~v1ty Subgrants .•••. 
3. Dlverslf~catlon to Non-tradlt~onal Agrlcultural 

Exports . . .. ....... .. .. . 
a Inst~tut10nal Strengthen1ng of APENN 
b Market and Technlcal Informatlon 
c Crop Speclf1c Technlcal Asslstance 
d Tra~n~ng • • • •• ••• 

E Admlnlstrat~on and Coord~natlon • • 
1. Organlzatlonal Framework ••• 

a ProJect Management and Support Offlce 
b ProJect Steer~ng Commlttee . • • • 
c UPANIC • • • • • • • • 
d. APENN • • •• ••• 0 00 . . o. 0..... 

2 Admlnlstratlve Ma agement • • • 
a. Admlnlstratl0n of UPANIC Components . 
b Management of the Subgrant Process 
c APENN Admlnlstratlon. • 
d. Management of Technlcal Asslstance 

F. Cost Estlmates and Flnanclal Plan 
1 ProJect Costs • . • • 
2. F~nanclal Management. •••••• 

G. Outputs • • • • • • . • • • . . • . . • 
H. Implementat10n and Procurement Plans 

1. Implementatl0n Plan 
2. Procurement Plan ••••••••••••••••• 

6 
6 
6 
8 
8 
9 
9 

11 
11 
12 
13 

14 
15 
15 
16 
17 
17 
17 
18 
19 
19 
20 
20 
20 
22 
23 
23 
24 
24 
29 
30 
30 
30 
33 



IV PROJECT ANALYSIS SUMMARIES 34 
A Instltutlonal · · · · · 34 

1 APENN, UPANIC, and Member Assoclatlons · • · • 34 
a. UPANIC and APENN • · · · · · · · · · · · · · · 34 
b Characterlstlcs of the Commodlty Federatlons 

and Local Assoclatl.OnS 35 
2 Recommended ProJect Approach · · · · · • · · · 36 

a. ProJect Approach · · · · · · · · · · · · · 36 
b Desl.gn of Assl.stance · · • • · · • · · • · • · 37 

B. Socl.al Soundness • • · • • • • • • · • · · • • · • • 37 
C. Flnancl.al • • • · · • · • • • • • • · · · • · • • • · 38 

1- Fl.nancl.al Viabl.lity • • · • • · • · · • · • • • · 38 
2. Fl.nancial Sustainability • • · • • • • • • • • • • 39 

D. Economic • • • • • · • • • • • • • • • • • • • • • • 40 
E.. Technical · • · · · · · · · · · · · · · • • • · • 41 
k· Envlronmental · · · • · • • • · • • • • • · • • · · · 41 

V. EVALUATION AND MONITORING PLAN · · · · · · · · · • · · 41 
A Surveys and Data Collectl.on · · · · • · • · • · • · · 41 
B. Monl.torl.ng, Reportl.ng, and Evaluatlons · · · 42 

VI. ANNEXES 
A Loglcal Framework 
B. Instltutlonal Analysl.s 
C Flnanclal Analysl.s 
D. EconomlC Analysl.s 
E. Technlcal Analysl.s 
F. Socl.al Soundness Analysl.s 
G Letter of Request for Assl.stance 
H PID GUldance Cable 
I ProJect Checkll.st 

VII ATTACHMENTS 
1 Slngle Source Justlflcatl.On for Coop Agreement to UPANIC 
2. Slngle Source Justlflcatl.On for Coop. Agreement to APENN 
3 counterpart Wal.ver for UPANIC Cooperatlve Agreement 
4. Counterpart Walver for APENN Cooperatlve Agreement 
5 Scope of Work for Instltutlonal contractor 

-.. 



1 

I SUMMARY AND RECOMMENDATION 

A. Summary 

After a decade of an adverse polltlcal and economlC cllmate, 
prlvate agrlcultural producers In Nlcaragua stlll face a number 
of constralnts in increaslng their productlvlty to pre-1979 
levels. These constraints include: limlted access to technology, 
lnputs, and lnformationi ineffective producer-market linkages; 
high input costs; limited access to credit; uncertain land 
securltYi and continued reliance on single crops with volatile 
markets leading to unstable farm incomes and inability to attract 
proper investment capltal for thelr farms. 

USAID has deslgned a Prlvate Agrlcultural Services (PAS) Project 
wlth three baslc components to asslst prlvate producers in thelr 
recovery efforts, lncrease agrlcultural productlon, and increase 
foreign exchange earnings. The goal of the ProJect is to 
lncrease the stablilty and lncomes of prlvate agrlcultural 
producers In Nlcaragua. The purpose lS to strengthen prlvate 
agrlcultural organlzatlons In order to lmprove agrlcultural 
productlvlty. The three components are: lnstltutlonal 
strengthenlng of the Nlcaraguan Unlon of Agrlcultural Producers 
(UPANIC) and lts afflilate commodlty federatlons and local 
producer assoclatlons; fundlng serVlces to lncrease on-farm 
productlvltYi and agrlcultural export promotlon to dlverslfy 
productlon. 

An umbrella mechanlsm wlil be set up wlthln UPANIC to provlde a 
package of baslc lnstltutlonal strengthenlng grants to all of the 
commodlty federatlons and local assoclatlons under the UPANIC 
umbrella. ThlS package wlli help the assoclatlons re-establlsh 
themselves at a mlnlmum level of operatlon (extenslonlst, 
assoclatlon store, vehlcle) to begln to bUlld up to thelr former 
level of membershlp and serVlce provlslon The actlvltles funded 
by the subgrants wlll have to be Justlfled In a proposal showlng 
how the actlvltles would help the assoclatlon regaln lts 
membershlp and operablllty and be sustalned by the aSSoclatlon 
after the lnltlal grant. A long-term contractor wlll asslst 
UPANIC set up a management unlt to ass 1st the local assoclatlons 
In developlng proposals for serVlces and admlnlsterlng the 
subqrants. The grants would be made avallable to all of the 46 
local assoclatlons and commodlty federatl0ns wlthln UPANIC on a 
non-competltlve baS1S so as not to penallze the weaker 
assoclatlons WhlCh have not fared as well as others 1n the 
adverse polltlcal and economlC cllmate of the last decade 

In addltlon to the local assoclatlons, UPANIC wlll rece1ve 
lnstltutlonal strengthenlng asslstance to recover and expand lts 
representatlve and POllCy dlalogue actlvltles for the 
agrlcultural sector. In deslgnlng the package for UPANIC, a 
strong emphasls has been placed on the ablllty of UPANIC to 



flnance lts own costs after the llfe of the grant through 
lncreased membershlp dues 
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A serles of productlvlty grants wlll be made ava1lable on a 
competltlve basls to the producer assoc1atlons to fund serVlces 
WhlCh d1rectly lncrease farm productlvlty such as extenslon and 
veterlnary servlces, lnput stores, marketing asslstance, 
introduction of improved varietles, small infrastructure 
lmprovements, training, etc. The proposals will be judged on the 
crlteria of lncreased 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 wlll have to justify 
SupplYlng services at the federation rather than the local level 
(e g. where there are returns to scale for a servlce). These 
subgrants wlll also be admlnlstered by the project management 
unlt to be establlshed ln UPANIC dlscussed above. 

Asslstance wlll be provlded through the Nicaraguan Assoclatlon of 
Non-tradlt1onal Export Producers (APENN) to help farmers 
dlvers1fy to non-tradlt1onal agr1cultural exports (NTAEs) to 
provlde more stable farm 1ncomes and lncrease Nlcaragua's forelgn 
exchange earnlngs. Actlvlt1es for thlS component are the 
development of a market lnformatlon center, the provlslon of 
extenslon and marketlng serVlces for speclf1c export crops, and 
the prov1slon of a varlety of traln1ng and techn1cal asslstance 
on aspects of export crop productlon and marketlng Asslstance 
wlll be dlrected both at the 1ndlvldual farm level and through 
the local producer assoclatlons. The technlcal asslstance 
contractor for the ProJect, WhlCh wlll be obl1gated under the 
APENN agreement and dlrectly contracted by AID, wlll provlde TA 
and purchase the necessary equlpment for the APENN actlvltles 

A summary budget of the AID contrlbutlon to the ProJect lS as 
follows (In 000) 

Subgrants 
UPANIC Instltut10nal Strengthenlnq 
UPANIC ProJect Management Offlce 
ProJect Technlcal Ass1stance 
APENN Actlvltles 
Evaluatlons/Audlts 
TOTAL 

B Recommendatlon 

$3,500 
$ 423 
$ 497 
$1,455 
$ 945 
S 180 
$7,000 

The USAID/Nlcaragua ProJect Development Commlttee has determlned 
that the proposed actlvltles are technlcally, admlnistratlvely, 
economlcally, and soclally sound. The speclflC analyses carr led 
out dur~ng the lntenslve reVlew lndlcated that ~ll ldentlfled 
obstacles can be overcome. It lS the commlttee's Judgement that 
the ProJect, as deslgned, can and wlll achleve ltS purpose 
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II PROGRAM FACTORS 

A Conform~ty w~th Host Country Strategy 

In recogn~t10n of the central role wh~ch the agr~cultural sector 
plays ~n the Nlcaraguan economy, the new government has 
establ1shed the react1vation of agr1cultural production as one of 
~ts h~ghest pr1or1ties. According to the Ministry of 
Agr1culture, this reactivation will entail increas1ng land 
ut1l1zat1on and 1mprovinq productivity in order to eliminate 
Nlcaraguals need to import basic grains, and to increase its 
capac1ty to export traditional and non-traditional agricultural 
products. 

The new Government of N1caragua has set out to overcome the 
dlstort10ns and 1neff1C1enCles caused by exceSS1ve state 
involvement 1n all sectors of the economy dur1nq the past 11 
years. Wh1le public inst1tutions cont1nue to be 1nvolved 1n the 
allocat1on of cred1t and lnputs, market1nq and production, the 
GON lS comm1tted to a program Wh1Ch encourages pr1vate sector-led 
growth and seeks to m1nlm~ze state intervent10ns 1n the economy. 
Th1S reform effort w1ll require time and a concerted effort to 
overcome an entrenched Oppos1t1on w1th vested 1nterests 1n 
ma1nta1nlng the status quo. 

As part of thls concerted effort, the GON proposes to promote 
pr1vate sector agrlcultural productlon, commerc1allzatlon and 
lndustrlal~zat~on, malnta~n~nq only the roles of facliltator and 
regulator for the state. As the po11cy enVlronment becomes more 
attract1ve to prlvate farmers, thelr commod1ty-speclflc 
federat1ons/assoc1at1ons and natlonal organ1zat10n (UPANIC) must 
be prepared to play an expanded leadershlp role 1n representlng 
the1r lnterests and prov1d1ng much-needed techn1cal/management/ 
marketlng asslstance on a local level. Developlng thls capaclty 
lS a prlmary obJect1ve of th1s ProJect. 

B Relat10nshlp to AID Country strategy 

The key element of USAID/N1caraqua's country strategy lS to 
promote broad-based sustalnable ec~nomlC growth. USAID/N1caragua 
has artlculated a number of strateg~c obJect1ves deslgned to 
support economlC growth In ltS COSS subm1ss1on (June, 1991) WhlCh 
are dlrectly addressed by the PAS ProJect. The strategy places 
prlmary emphasls on revltallzatlon of the prlvate sector and 
ldent~fles agrlculture as the early sector focus for the CDSS 
per1od. The strateglc obJectlves ldent1fled to support growth 
lnclude lncreased lnvestment, lmproved productlVlty, lncreased 
partlclpatlon ln the economy, lncreased sales from a d~verslf1ed 
productlve base, and lmproved productlve and extractlve 
practlces. Th1S proJect addresses each of these Ob)ectlves In 
varylng degrees and complements actlons to create a POllCY 
framework supportlve of private sector growth 1n the agrlculture 



sector supported through cash transfer assistance and Food for 
Progress agreements In partlcular, the proJect wlll lmprove 
productlvlty through support of technology transfer and lmproved 
provlslon of lnputs. It wlil also be a prlmary means of 
addresslng dlverslflcation and lmproved export performance 
through lts support for non-tradltlonal agrlcultural exports. 
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PAS supports the strategy's focus on the private sector by 
directly supporting the development of prlvate sector entltles 
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 federationsl 
assoclations and APENN, thereby enabllng private producers in the 
agricultural export sector to take advantage of recent policy 
reforms and increase agrlcultural productlon, employment, and 
forelgn exchange earnings. ThlS ProJect lS also consistent wlth 
the Central Amerlcan Reglonal Strategy WhlCh emphaslzes the 
strengthenlng of prlvate sector organlzatlons to lncrease 
productlon and promote trade and lnvestment; stlmulatlng 
agrlcultural production and trade; and lncreaslng non-tradltlonal 
exports. Llkewlse, support to the local and natlonal level 
associations wlll strengthen them as a representative VOlce In 
the natlon's democratic process 

Flnally, In conformance wlth AID P011CY Determlnatlon #15, thlS 
ProJect wlll not provlde support for the productlon of 
agrlcultural commodltles for export WhlCh would dlrectly compete 
wlth U.S. exports of slmllar commodltles, or have a slgnlflcant 
lmpact on U S exports. 

C. Other Donor and USAID Actlvltles 

Other donors lnvolved In the sector are almost excluslvely 
asslstlng the agrarlan reform cooperatlves In the Natlonal 
Farmer's Unlon (UNAG) set up by the Sandlnlsta government on 
conflscated land to generate polltlcal support among the rural 
sector. Nordlc and European development agencles, for lnstance, 
provlded slgnlflcant support to the UNAG cooperatlves to promote 
non-tradltlonal agrlcultural exports (NTAEs) for Canada and 
Europe. The results were largely negatlve because of hlgh 
transportatlon costs and the lnablilty to produce the conslstent 
volume and quallty that the European and Canadlan markets 
requlre. Desplte slgnlflcant support from the government and 
other donors over the last decade, the UNAG cooperatlves are 
bankrupt and contlnue to be heavlly polltlclzed. 

In the tradltlonal agrlcultural sector, Sweden contlnues to 
assist UNAG cooperatlves wlth a $30 mlillon grant for the ECOPEDA 
supply store network serv1ng 1tS cooperatlve and collectlve 
enterprlses. In the trad1tl0nal agrlcultural sector, thlS tends 
to glve advantage to the non-pr1vate agrlcultural producers. It 
lS felt that support to the UPANIC aSsoclatlons through thls 
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proJect w1ll help create an alternatlve for small farmers to flnd 
a less pol1t1c1zed and more productlve mechan1sm for the serV1ces 
they need to operate the1r farms 

In the non-trad1t10nal agr1cultural sector, Sweden has a NTAE 
credit (both dollar and cordoba) l1ne called FOPEX based in the 
Central Bank/FNI that largely f1nanced the successful 1991 melon 
export crop in combination with APENN/PROEXAG technical 
assistance. The EEe contlnues 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 actlv1tles complementary to th1S activlty are the 
balance of payments program already mentloned above and several 
other d1screte Misslon ProJects. The Natural Resource Management 
Project (524-0314) wlll have a component for 1ntegrated pest 
management and pest1c1de mon1tor1ng to provlde the overall 
framework for pest control ln the country. Traln1ng to farmers 
1n pesticlde use for non-trad1t10nal agrlcultural exports through 
APENN in thlS ProJect wlll be complementary to thls effort. 
Addltlonally, the NRM proJect wlll have a sustalnable natural 
resource use component focuslng on susta1nable extract10n and 
renewable productlon of resources 1ncludlng agrlcultural exports 
1n forests and w1ldlands. The M1sslon's Development Tra1n1ng 
ProJect (524-0318) w1ll prov1de a varlety of tra1n1ng 
opportun1t1es to a broad sector of leaders and profess1onals In 
N1caraqua to help ame110rate the shortage of tra1ned 
profess10nals and leaders In the country. It lS antlc1pated that 
some of the off1cers and/or staff of the assoc1atlons under 
UPANIC w1ll benef1t from th1S tra1n1ng. 

Success of the APENN component of th1s proJect lS cond1t1oned on 
the cont1nued ava1lab1l1ty of techn1cal ass1stance from the 
ROCAP/PROEXAG proJect Wh1Ch w1ll end In September 1991. ROCAP lS 
already work1ng on the des1gn for a follow-on proJect and there 
may be an up to 6 month h1atus for APENN Alternat1ve 
arrangements for techn1cal ass1stance for th1s per10d have been 
made under th1s ProJect USAID/Nlcaragua w1ll also negotlate 
w1th ROCAP a spec1al status for Nlcaragua ln the PROEXAG follow­
on to make up for the absence of support for Nlcaragua ln the 
f1rst 5 years of the proJect 

N1caragua lS also the benef1c1ary of a speclal $2 m1l11on 
amendment to the ROCAP LAAD project for 1nvestment 1n NTAE 
actlv1t1es. Flnally, the M1SS1on is developlng a Prlvate sector 
support ProJect that w1ll support the prlvate sector 1n 
develnp1ng prlvate bank1ng funct1ons, 1nvestment promotlon, 
POllCY analys1s, and export promotlon--all complementary and 



lmportant for the success of the act1V1t1es supported under th1s 
ProJect 

III. PROJECT DESCRIPTION 

A. Background 
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Historically, the Nicaraguan economy has been based on 
agrlcultural 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 dlsastrous consequences for agrlcultural 
producers. In the ten years that preceded the democratlc 
electlon of the UNO Government, coffee, cotton, lrrlgated rlce, 
and beef productlon declined signlficantly. In 1989, the value 
of Nlcaragua's prlnclpal agrlcultural exports was only half of 
the 1979 value Accordlng to Mlnistry of Agrlculture data, per 
caplta consumption of corn, beans, rIce, and chicken was less In 
1989 than In 1981. ThIS decade-long decllne In agrIcultural 
product1on and the rural standard of llvlng, as well as the 
concentratIon of the means of product1on 1n lnefflclent state 
enterpr1ses and publ1c sector cooperatIves, has created a 
general1zed state of 1nstab1l1ty and uncerta1nty w1th1n 
Nlcaraqua's agr1cultural sector. 

B. The Problem 

Prlor to 1979, the prlvate agrlcultural sector ln Nlcaragua was 
perhaps the most productlve and best organ1zed 1n the reglon. 
Several prlvate cooperatlves and commod1ty-speclflc natlonal and 
local assoclat1ons provlded an array of serV1ces for member 
farmers. In 1979, UPANIC was formed as an umbrella of the 
cotton, llvestock, and coffee federatlons. UPANIC 1S now 
compr1sed of SlX actlve natlonal federat10ns and approx1mately 40 
base-level assoc1at1ons/cooperatlves, represent1ng thelr 
lnterests as a member of the Consc-)o SuperIor de 1a Empresa 
PrIvada (COSEP). ASSoclatlon members represent between 60 and 90 
percent of commerclal farmers and produce a large percentage of 
N1caragua's most lmportant agrlcultural goods. (Approxlmately 40 
percent of coffee, 50 percent of cotton, 30 to 50 percent of 
rlce, and 50 to 70 percent of beef.) 

The decade of state monopoly and general lnstablllty of the 
agrlcultural sector described above dIrectly affected prlvate 
producers and the assoclatlons these producers organIzed to 
provlde themselves WIth the necessary servlces to work thelr 
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 pr~vate producers to make the~r farms 
productlve agaln. A number of sector w~de constralnts contlnue 
to ex~st, however, WhlCh l~m~t the ablllty of pr~vate producers 
to recover farm product~vlty as follow: 

1. Outdated Product~on Techn~ques and L~m~ted Access 
to Informat10n on Technology and Inputs 
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Dur1ng a decade of Sandinista government, the state d1splaced 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 ent1ties to inefficient collective and state­
owned enterprises. FUrthermore, Nicaragua's isolation from its 
tradltl0nal trade partners restrlcted private sector access to 
normal and necessary flows of technical (applied and scientlf~c) 
lnformatl0n. The result 1S that N1caragua production technlques 
and technolog~es are ten years behind those of the rest of 
Central Amer~ca. 

2. Ineffect1ve Producer-Market L1nkages. 

Events of the last decade ~n N~caraqua have d1srupted pr~vate 
agr~cultural producers ln the1r relat10ns w1th the1r trad1t10nal 
markets. The U.S. market was closed to Nlcaraguan exports 
through a per~od when nelghborlng countrles were able to develop 
a v1able NTAE sector through the producer-market llnkages 
encouraged under the Car~bbean Basln Inl~latlve. All exports 
passed through Sandlnlsta-controlled trade monopolles at 
artlf~clal prlces. Sandlnlsta pollcles dlstorted the prlces and 
trade patterns of domestlcally-consumed commodltles as well. As 
part of lts efforts to permlt the market determlnatl0n of prlces 
and free trade, the new Government of Nlcaragua (GON) has 
commltted ltself to llcense prlvate operators In forelgn trade 
act1vltles. However, lnadequate producer-market llnkages 
contlnue to constraln agrlcultural growth. 

3. Avallablllty of Productlon Inputs 

Avallablilty of fertlllzer, spare parts, and other agrlcultural 
lnputs 1S llm1ted and costs are much hlgher than In other Central 
Amerlcan countr1es. ThlS 1S due In part to 1mporter/ 
wholesaler/retaller hedqlng due to lnflat10n, h1gher flnanc1al 
transact10n costs for lmports because of the lack of commerc1al 
credlt and prlvate banks, and heavy, lneff1clent government 
lnterventlon and ln some cases, monopoly, on lnput lmportatlon. 
It 1S also due to the lnabll1ty of the country to earn sufficlent 
forelgn exchange to buy productlon lnputs, most of WhlCh must be 
lmported. 
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4. Llmlted Access to Credlt/Capital. 

Whlle It IS antlclpated that the change In government and 
Improved P011CY enVIronment Wlll encourage the repatrlatlon of 
cap1tal, the lack of 1nvestment credit rema1ns a prlmary 
constraInt to growth 1n the agrlcu1tura1 sector Largely as a 
consequence of the 1nefficient, const1tutiona11y-established 
state monopoly on banking instItutions, credit for private sector 
agrlcultural 1nvestment has been effectively choked off for 
years, contrlbuting to widespread decap1talization 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. 

Desplte a comm1tment to return "unJustly" exproprIated land to 
ltS orlglnal owners, the GON has yet to estab11sh an effectlve 
system of resolv1ng land dlsputes and enforclng legal act1ons. 
Meanwhlle, land and bUSlnesses have been seized by groups 
assoclated both WIth the Sandln1stas and the former Nat10nal 
Reslstance. 

6. Monocrop Farmlng of Tradltiona1 Products 

One of the cr1t1ca1 problems that other countr1es In the reglon 
have been able to address over the last decade has been monocrop 
farmlng of tradltlonal crops 1eavlng farmers and the nat10n as a 
whole subJect to unstable lncomes because of vo1at1le markets and 
rellant on export markets constra1ned by quotas and other 
factors. Nlcaragua's prlnclpa1 agr1cultura1 exports of cotton, 
coffee, and beef are all subJect to these problems Other 
countr1es In the reglon have been able to reduce lncome 
vulnerabll1ty, lncrease overall lncome In the agrlcultura1 
sector, and lncrease forelgn exchange earnlngs by d1verslfYlng 
lnto h1gh value non-trad1tlonal export crops If Nlcaragua's 
agrlcu1tural producers do not move In thls dlrect1on, the sector 
wlll contlnue to be plagued by unstable Incomes and a lack of 
forelgn exchange to buy the necessary lnputs to Increase 
prodnctlvlty. 

C. Project Goal and Purpose 

The goal of the Prlvate Agrlcultural Servlces (PAS) ProJect lS to 
1ncrease the stabIllty and lncomes of prlvate agrlcultural 
producers In Nlcaragua. The purpose 1S to strengthen pr1vate 
agrIcultural organlzatlons ln order to 1mprove agr1cultural 
product1v1ty. 

D. ProJect components 

The proJect wl11 seek to asslst local and natlonal assoc1atlons 
become more capable of respond1ng to the needs of pr1vate 
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agr1cultural producers 1n technolog1es, productlon 1nputs, market 
lnformatlon, marketlng asslstance, dlverslf1catlon, and polltlcal 
representatlon and lnfluence. Local assoclations are the dlrect 
provlder of serVlces wlth a d1rect impact on productlvlty. 
Natlonal commodlty-speciflc associations/federations glve 
lmportant representatlon and dlrect support to their local 
assoclations and also provlde some serVlces directly related to 
productivity. APENN is a national level producer association 
providing specialized assistance for diversification to non­
tradltional aqrlcultural exports with a direct iapact on 
productivity. UPANIC provides the central influence and voice 
in national policy-making on behalf of private aqricultural 
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 approprlately reach the dlfferent levels of 
assoc1ations dlscussed above, the ProJect has been dlvided lnto 
three dlscrete components. The flrst two components will provlde 
assistance to UPANIC and lts affiliates 1n tradltional 
agrlculture through a cooperat1ve agreement and the third 
component wlll provlde ass1stance to APENN for non-traditional 
agricultural exports through another cooperatlve agreement. A 
descrlpt10n of these components follows. A long-term contractor 
wlil provlde techn1cal asslstance for all three components. 

1 Inst1tutlonal Strengthenlng of the Assoc~atlons 

Though UPANIC, the federatlons, and the local assocl~tlons, have 
contlnued to prov1de serVlces and have surv1ved as dynamlc 
representatlves of prlvate producers, they have been unable to 
ma1ntaln/replace equlpment, facllltles, or vehlcles. The 
Sandlnlstas targeted UPANIC and PAO resources for conflscatlon, 
partlcularly those resources prev10usly donated by AID. ThlS 
decapltallzatlon has reduced the effectlveness of the 
assoclatlons to represent thelr members and provlde other 
productlve serVlces. As a result, actlve membershlp has fallen 
and the lncome of the assoclatlons has decllned. In order to 
lncrease producer productlvlty, the local assoclations, 
federatlons, and UPANIC must develop the lnstltutlonal capaclty 
to provlde a mlnlmum level of service. ThlS lnstltutlonal 
capaclty wlil faCllltate an lncrease of membershlp and enable the 
assoclatlons to attract further fundlnq for other klnds of 
productlve serVlces not provlded throuqh thlS ProJect. 
Instltutlonal strenqthenlnq qrants of two dlfferent types wlil 
thus be provlded: a serles of smaller grants to the federatlons 
and local assoclatlons and a larger grant for UPANIC 

a. Local Assoclatlons and Federatlons 

All of the local assoclatlons wlll be ellqlble for lnstltutlonal 
strengthenlng subgrants of up to $50,000 In order to provlde a 
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m1n1mum level of serV1ce and representational capab111ty to the1r 
membersh1p. In add1t1on, the commodity level federat10ns w111 be 
el1g1ble for these subgrants 1f the federat10n has suff1c1ent 
member assoc1at1ons to )ust1fy carry1ng out a program at the 
federat10n level. These subgrants will be prov1ded 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 tor 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 activ1ties that will be funded under subgrants 
include: 

Restoration/up-grading of fac1l1ties -- 1ncluding paint1ng, 
repairing, and enlarging of buildings, development of 
meeting or conference rooms, etc. 

Purchase of vehlcles, to prov1de techn1cal serVlces to 
farms, to transport members to nat10nal or regional 
meetings, to transport suppl1es and equ1pment, etc. 

Purchase of office equipment, including typewriters, fax 
mach1nes, personal computers and pr1nters, etc. 

Tra1n1ng and the purchase of commu~lcat1ons mater1als. 

Salary support for techn1cal personnel (see l1mltatlons, 
below). 

Log1st1c support for technology transfer programs. 

working cap1tal to replenlsh lnventor1es of input supply 
stores (see l1mltat10ns, below). 

cap1tal contr1but10ns toward purchase of equ1pment or 
mach1nery for commerclal serVlces (see 11m1tat1ons, below) 

Mater1al and loglst1C support for Ilm1ted app11ed research 

Representat10nal serV1ces (for the commod1ty federat1ons) 

It 1S 1mportant to note that 1ndlv1dual subgrants to any s1ngle 
organ1zat10n w11l be llm1ted to support for three of the above 
actlvit1es. Th1S is done to make the subgrants manageable and 
enable UPANIC to eas1ly account for the funds. Llkewlse 
procurement of goods and equlpment will be directly done by 
UPANIC poollng procurement-Deeds across a group of several 
subgrants. ThlS 18 further dlscussed 1n sectlon E.2 Technlcal 



asslstance wlll be pr~vided directly from the UPANIC Project 
Management and Support Office (PMSO) (descrlbed in Section 
III E1a) to lndlVldual associations and federatlons for the 
preparation of subgra~t proposals. Addltlonally, technical 
asslstance wlll be provided to the associations and federations 
in implementing the sUbgrants. 

i) Training Plans 
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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 
technoloqy. 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 assoclations and federations after a decade of 
decline. 

In order to addres~ 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. Wlth the assistance of the PMSO, 
the federations will obtain input from their local associations 
and consolldate th~se activitles to develop a natlonal level 
tralninq plan. Th~ federatlons and UPANIC wlil then look for 
resources from oth&~ sources to fund tralnlnq activlties. The 
types of trainlng activitles included ln the plans will be short 
courses, semlnars, field days, etc., conducted ln Nlcaragua 
coverlng a dlverslty of topics; farmer-to-farmer programs to re­
establish ties for technical informatlon wlth thelr counterparts 
in Central and South America and the Unlted States; and 
1nternatlonal and regional technical meetings and semlnars on 
topics that are ldentified as crltical problems ln Nlcaraquan 
agriculture. 

1i) Reports and Data Collectlon 

Each participat1ng associatlon and federat10n wlll be requlred to 
provide var10US types of reports and data in order to rece1ve a 
subgrant. These are discussed in the monltorlng and evaluat10n 
plan but are briefly mentloned here as well. They lnclude: 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, capltal goods, 
business enterprises, employees, etc. provided before receivlnq a 
subgrant and updated annually; summary data from each associatlon 
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(uSlng a random sample of thelr membership) on the scale of the 
enterprise (number of manzanas, anlmal unlts, etc.), production 
costs, prlces, Y1elds, where the product 1S marketed, use of 
credit lf 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. UPAHIC 

The second activity of this component will be to assist UPAHIC to 
develop a stronger technical orientation and a better ability to 
communicate wlth and coordinate assistance to its member 
associations. UPAHIC 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, UPAHIC 
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 
agrlcultural sector is now closer to the mainstream of N1caraguan 
pOll~lCS, and in the short- and medium-term, can expect to see 
9reat~r opportunities for development than during recent years. 

An 1nstitutional strengthening package will be provided to UPANIC 
to enable lt to better represent lts members and become a leading 
voice in agricultural policy formation. Activities that will be 
strengthened w1th1n UPANIC under the Project are policy analysls 
and ~ommunications; identlfication and coordination of technical 
support to member associations; ldent1fication and coord1nat1on 
of market contacts, investment opportunlties, and sources of 
financing; development and maintenance of a base of technical and 
financlal data on the private agrlcultural sector. ThlS 
inst1tut1onal strengthenlng package wlli be managed and 
coordinated separately from UPANIC's responsibillty of managing 
the addltional resources for subqrants to the local associations 
and commodlty federatlons. 

An agrlcultural economlst wlil be hlred w1th expertlse 1n 
agrlcultural economics, communlcat1ons, and technlcal 
agricUlture. He will set up a data base and provlde analytlcal 
capability to UPANIC on important a9rlcultural POI1CY lssues. 
UPANIC currently has only vague data on even the number of 
members in its affiliated associations. Data collection wlll be 
done through the local assoclations as dlscussed above. 

When the UPANIC associations have collected sufficient data and 
J the aconomist has used it to bU1ld a data base and analyzed 

policy issues, UPANIC will lnltlate programs of communications on 
the results of this analysls, both wlthin the membersh~p and~to -~ 
the public in general. Th1S wlil lnclude newsletters, technical 
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reports, and participation 1n radio programs, semlnars, forums, ~ 
and meetlngs. These actlvltles will be carrled out by the UPANIC 
board of dlrectors supported by the Execut1ve secretary and the 
agrlcultural econom1st. UPANIC's role 1n analysls and 
communication will generally be llmlted to issues and problems 
common to all or several of the1r 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 the1r membersh1p 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 regular UPANIC staff and an agr1cultural economist, 
baS1C office equipment, renovation of exist1ng offices, and 
limited operatlonal 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 activltles which d1rectly ra1se farm 
productIvIty. These subgrants WIll be a maXImum of $200,000 and 
will be made available on a competItive bas1s with those 
proposals demonstrat1ng the h1ghest economlC returns rece1v1ng 
the subgrant awards. These subgrants are 1ntended for the local 
association under the UPANIC umbrella, but where there are 
returns to scale, groups of local associations or the federat10n 
as a whole may rece1ve a subgrant. Subgrants for the federations 
or a group of three or more local assoc1atlons Wh1Ch decIde to 
make a JOInt proposal may be for more ~han $200,000 as allowed by 
the ProJect steering COMmlttee (Pstc, descr1bed in section 
III.Elb). No Grant may be for more than $400,000. 

The subgrants awarded under this component are very slmi1ar to 
the subgrants awarded under Component 1 but dlffer because of 
their slng1e focus on productiv1ty, slze, and their award on a 
compet1tive basis. The selection criter1a and allocation process 
for productivity subgrants is contained in the Technical Analysis 
1n Annex E. As discussed in Annex E, these cr1teria and the 
allocation process may be changed by UPANIC 1f 1t provides 
sufflc1ent )ust1ficatlon. The design and 1mplementation of these. 
subgrants wlll also be managed by the PM SO In UPANIC. Again, 
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Slnce the purpose of the subgrant is to respond to the sltuatlons 
of d1fferent assoclatlons, it lS not posslble to def1ne preclsely 
what actlvltles the subgrants wlil fund. Some of the act1vitles 
ellglble under the instltut10nal grants wlil also be eligible 
here prov1ded they have a dlrect llnk to increases in farm 
productlv1ty. In order to provlde beneflts to as many 
institutions as possible under this component and simplify 
management of this component, these subqrants will be limited to 
funding a single productive activity. Examples of activities 
that could be funded under subqrants include: 

Importation of improved bulls , bred heifers 
veterinary advice, medicines in association stores 
Improved/renovated pastures 
Improved fencing for pasture rotation 
Artlficial 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 systems 
Small soils laboratory for testing , advice 
pooled imports of agricultural chemicals , medicines 
Expanded inventory in assoclation stores to serve members 

The types of actlvlties that could be funded under a Grant for a 
group of assoclations or the commodlty federation as a whole 
include regional extenslon services, national level plant/animal 
genetic improvement (breedlng) programs, tralning in productlon 
or marketlng, etc. These actlvlties should co~plement the 
activlt1es of local assoc1at1on members, and would need to 
demonstrate a ratlonale for thelr execution at a natlonal or 
reglonal level. Where there 1S a confllct or dupllcat10n between 
national and local level services, the presumpt10n of this 
proJect is that, ceterls par1bus, the local program would be more 
effectlve. 

(3) D1verslf1catlon to Non-tradlt1onal Agricultural 
Exports 

The thlrd and final comronent of th1s ProJect 1S dlvers1ficatlon 
to NTAEs. Olvers1f1cat1on of nontradlt1onal agrlcultural exports 
1S an appropr1ate response to the problems of volatile markets 
for trad1t1onal crops and the lack of product1vlty in the 
agrlcultural sector because demand for nontradlt1onal 
agrlcultural exports is growlng worldwlde and the high marglns 
associated w1th NTAEs generally provlde h1gher returns for 
investments than trad1t1onal crops. For this reason, the 
Nlcaraguan Non-tradltional Producers and Exporters association 
(APENN) was for~ed in May of 1990 at the inltiat1ve of a few 
vlslonary Nicaraguan producers who felt that Nicaragua needed a 
new, not-for-prof1t ent1ty aimed at promotlng non-tradltional 
exports 1n general, partlcularly non-trad1tlonal agricultural 
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exports. W1th the asslstance of ROCAP's PROEXAG Project under 
the gUldance of the USAID/Nicaraqua's Agriculture and Rural 
Development (ARD) Office, APENN has already been able to promote 
a two to three m1llion dollar honeydew melon crop 1n its fIrst 
year of eXlstence. 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 strateqy 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 organlzations 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 instltutions is contained in the Institutional 
Analysis). 

APENN wlll be supported in four distlnct actlvlties: 
instltutional strengthening; market and technical information; 
crop specific technical programs; and training_ 

a) Inst1tutlonal Strengthen1ng of APENN 

The purpose of this activlty is to bUIld the Inst1tutional 
infrastructure necessary for APENN to carry out services required 
by Its members to increase NTAE productlon. ThIS activity WIll 
also prov1de the capaclty for APENN to act as a VOlce for NTAE 
POllCY concerns wlth the government. APENN wlll Identlfy 
Important producer concerns In nontradltI0nal agriculture and 
inject these Into the public sector dlalogue process. APENN wlll 
also dialogue dlrectly WIth the GON or in comblnation with UPANIC 
or FENIX on Issues of general concern to both tradltional and 
nontradlt1onal agriculture. 

OperatIng costs and salary support for APENN's general personnel 
WhICh Includes the general manager, an accountant, an executIve 
assistant, and a blllngual receptionist WIll be provlded to APENN 
over a fIve year time frame under thlS component. Addltional 
equipment lncludlnq a vehlcle and a motorcycle, computers and 
accessorIes, Informatlon equlpment, and furniture will be 
provided through the project technlcal assistance contractor. 

b) Market and Technical Information 

"Information" is the single most important serVIce that will 
speed up the export process. The fundamental output ot thlS 
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act1vlty wlll be increased numbers and/or size of de~lG made 
between foreign buyers and local producers to produce and 
purchase new export crops. Local producers wlil be able to 
assess thelr ablilty to produce crops for speclfic markets and 
foreign buyers wlil be able to assess what products they can 
source from Nlcaragua. 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 
vestablishing 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" 1nformation serVlce that provides individ~alized 
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 asslstant, and a secretary; and technlcal 
assistance. 

c) Crop Speclfic Technical Asslstar~e 

As a natural follow on to the 1nformation activlty which should 
result 1n decislons by forelgn buyers and local producers to grow 
spec1f1c crops, APENN Will develop, complle and prov1de extenslon 
reference packages for production and marketing of particular 
export crops such as melons, asparagus, ornamentals, etc. which 
have proven market potentlal. The exact packages developed will 
depend on the decisions of the farmers as to WhlCh crops they 
want to produce. This grower demand driven asslst3nce is a 
crucial aspect of targetlng APENN efforts. 

Once a crltlcal mass of growers are accumulated that are 
1nterested 1n speclfic 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 lS presently belng formed. 
APENN will work w1th melon growers as a group and help identlfy 
production, processinq, 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 wlil come efforts 
to elim1nate transportation and infrastructure constraints that 
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wlll allow dlrect exports out of Nlcaragua through Atlantlc ports 
and access to pre-coollng lnfrastructure that will allow 
dlverslficatlon lnto cantaloupes. APENN will also dlssemlnate 
lessons learned to potentlal melon growers. 

Potentlal crops that could be incorporated into modules include 
melons, ornamentals, yucca, brambleberries, asparagus, cucurblts,~ 
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 
productl0n through eliminat10n of constraints and incorporat10n 
of new growers. Specific expert1se to address the constraints 
ident1f1ed will be provided through the ROCAP PROEXAG II Project 
and other non-Project sources. 

AID Project resources w1ll be used to hlre an export crop program 
offlcer and asslstant to help develop and 1mplement the various 
modules. The TA contractor will purchase vehicles and provide 
technlcal assistance for th1S 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 crltical melon crop will be 
under preparatlon, the ProJect needs the fleY-ibllity to provlde 
outs1de technlcal asslstance In that tlme per10d as requ1red. 
Add1t10nal technical asslstance may also be needed dependlng on 
the amount of resources that PROEXAG II ded1cates to Nicaragua. 
There may also be 1nterest ln flnanclng a PASA between USAID and 
USDA to provlde the serVlces of USDA/APHIS lnspectors 1n 
N1caragua to do pre-export 1nspect10ns. 

d) Tra1n1ng 

A varlety of tralnlng events will be conducted on key export 
crops and themes such as market analys1s, pest1clde regulatl0ns 
and use for export crops, quallty control in post-harvest 
handl1ng, pack1ng, packag1ng, and processing of produce. AID 
ProJect resources w111 be used to h1re a tra1n1ng coord1nator and 
fund tra1n1ng courses. APENN 1S also expected to generate 
support to fund tra1n1ng courses from other donors as well 

E. Admln1strat1on and Coord1nat1on 

1. Organlzational Framework. 

The d1fferent management entlt1es lnvolved 1n the UPANIC 
components are descrlbed below. 
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a. ProJect Management and Support Office (PMSO). 

ProJect 1mplementat1on w1ll be managed by a Project Management 
and Support Off1ce (PMSO) established in UPANIC through the 
ass1stance of an 1nst1tut1onal contractor. This contractor w1ll 
have spec1fic experience in both agr1business and service 
del1very proJects, and USAID accounting, reporting, and 
procurement procedures. The institutional contractor will 
provlde an expatrlate 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 select10n cr1teria 
and procedures contained 1n Annex E, purchase the init1al 
allotments of equipment for UPANIC, select and h1re PMSO staff, 
provide assistance to 1ndividual associations in the development 
of proposals for subqrants, oversee development of the data 
collection activities, provide associations wlth short-term 
advisors to assist in start-up activities, and set up a project 
monitorlng and reportlng system. 

Dur1ng the elghteenth and twenty-fourth months, the contractor 
will famillarize the UPANIC Executive Secretary or other 
designated employee with the accountlnq, monitoring, and 
reportlng procedures that have been established. From the 
twenty-fourth through the thirtieth months, UPANIC will have 
management responslblllty for the PMSO, wlth the contractor 
serving as advlsor. After the thlrtleth month, the instltutlonal 
contract wlll have ended, and UPANIC will be responsible for 
monltorlng and report1ng during the remainder of the project. 
The staff of the PMSO will remain the same, except that it wlll 
be managed d1rectly by the UPANIC Executlve Secretary. 

The PMSO w111 be staffed wlth two techniclans, an admlnistratlve 
assistant, an accountant, and a secretary, all of whom will be 
h1red and pald by the lnst1tutlonal contractor for the flrst n1ne 
months of the ProJect. After the first nlne months when UPANIC 
has slgned and lS ready to 1mplement ltS cooperatlve agreement, 
the PMSO staff wlll be h1red and become employees of UPANIC, but 
wlll stlll report dlrectly to the contract chlef of party who is 
the head of the PMSO off1ce for the flrst two years of the 
ProJect. The staff In the offlce wlll be recrulted and selected 
JOlntly by UPANIC and the contractor. The techn1c1ans will have 
exper1ence 1n agr1bus1ness, f1nanc1al analys1s, and some aspect 
of techn1cal agriculture. One of thelr prlmary respons1bi11tles 
w1ll be to ass1st the assoclations w1th analysls of ldeas for 
serV1ce programs and development of proposals for subgrants. 
They wlll also be responsible for working wlth the UPANIC 
econom1st to ensure the development of member surveys and a data 
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w~th terms of subqrants. 
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The adm~n~strative ass~stant wll1 manage procurement and 
accounting, assisted by a full-tlme accountant. There will be 
approximately 40 to 60 subqrants, basic assistance to UPANIC, and 
an AID d1rect contract to be accounted for. This w111 requ1re 
compiling advance/liquidation requests from subqrantees 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 w~ll report directly to 
the USAID Project Officer. USAID will des~gnate the UPANIC 
Execut1ve Secretary as the offic1al 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 
Execut~ve Secretary will become increasingly fam~l~ar w~th the 
operation of the office, and during the last s~x months of the 
contract, w111 assume respons1b111ty for management of the PMSO, 
wlth the contract chief of party as an advlsor. 

b. Project Steering committee (PstC). 

A ProJect Steerlng Commlttee (PstC) WhlCh wll1 be created under 
terms of the grant agreement wlth UPANIC lS the other prlnc~pal 
management entlty. Members of the pstc wlll lnclude the 
contractor chlef of party, the USAID ProJect Offlcer and three 
representatlves from UPANIC. The three UPANIC members wl11 be 
chosen through an elect~on among UPANIC's general membersh~p to 
name three leaders from the coffee, l~vestock, and one other crop 
sector. These persons should be chosen for thelr technical 
understandlng, business acumen, and objectlvlty and will requlre 
wrltten approval by AID. The pstc w111 be respons~ble for 
approving or dlsapprovlng subgrants and overall overs1ght of the 
PMSO. The pstc wlll not be asslgned spec~flc resources of lts 
own, but wlll be provlded off~ce space, loglst~C, and secretar~al 
support by UPANIC as needed. The tasks of the pstc are as 
follows: approval of deta~led subgrant select~on cr~ter~a and 
allocat~on and ~mplementat~on procedures as presented by the 
lnst~tut~onal contractor of the PMSO; rev~ew and approval or 
d~sapproval of subgrant proposals; and overs~ght of the work of 
the PMSO. 

c. UPANIC 

The pr1nclpal role of UPANIC, outs~de of the PMSO and lts own 
1nstltutlonal strengthenlng actlvltles, wll1 be to reglster the 
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assoclatlons for ellgiblllty to recelve proJect resources as 
descrlbed In Annex E. UPANIC wlll also provlde leadershlp ln the 
orlentatlon of proJects and proposals that are developed under 
the proJect. ThlS role lS a natural extenslon of the way ln 
WhlCh the UPANIC network operates currently. The organlzatlon, 
coordlnatlon, and communicatlon among members provided by UPANIC 
wlil stlmulate the ldentlflcatlon of effectlve proposals, wlil 
identify the proper roles of national and local associatlons in 
these programs, and wlil permlt a disseminatlon of ideas among 
the many local assoclatlons lnvolved. 

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 wlth the asslstance of the PMSO the work of the 
economlst wlil be closely coordinated wlth the work of the PMSO 
ln thlS area. The UPANIC accountant will operate independently 
of the PMSO accounting office, and will provide the accounting 
for the lnstltutlonal strengthening activlties for UPANIC and 
other normal accountlng functions at UPANIC WhlCh are separate 
from proJect funds and actlvltles. He/she wlil also act as an 
lnternal audltor to assure that subgrant funds are belng properly 
accounted for. 

d) ~E~ 

APENN has flve departments as follows: 1) Admlnlstration and 
Flr.ance, 2) Information and Tralnlng, 3) Agrlcultural and 
Agrolndlustrlal Productlon, 4) Marketlnq and PubllC Relatlons, 
and 5) Computers and Communlcatlons. AP~'s General Manager 
under the dlrectlon of the Board of Dlrectors wlil manage all 
ProJect actlvltles. The areas supported under thlS ProJect--an 
lnformatlon center, export crop modules, tralnlng, and 
lnstltutlonal strengthenlng--correspond to the flrst three 
departments. Each department has a chlef who reports dlrectly to 
the General Manager. All other personnel report to the chlef of 
thelr department. 

2. Admlnlstratlve Management. 

a. Admlnlstratlon of UPANIC Components 

A dlrect obllgatlon wlil be made wlth UPANIC for $4,600,000. 
Fundlng for a TA contract for $1,455,000 wlil be obligated under 
the APENN agreement, but dlreclty contracted by AID, to provlde 
TA and purchase equlpment for both UPANIC and APENN. The 
approach of the proJect lS to contract an lnstltutlonal 
consultlng flrm wlth slgnlflcant AID proJect lmplementatlon 
experlence to assume responslblllty for settlng up the PMSO ln 
UPANIC wlth systems for admlnlstratlon, accounting, monltorlng, 
and procurement of all actlvltles of the flrst two components of 
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thls ProJect. No funds wlll be dlsbursed to UPANIC until these 
systems are In place. The overall steps in admlnistration of the 
flrst two components wlll proceed as follows: 

AID dlrect contract slgned making obllgation, long-term 
resldent advisor and short-term advlsors and home office 
staff ln accounting, admlnistration, informatlon services, 
etc., In-country; 

Accountlng, personnel, procurement policles 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 Implementatlon Letter issued approvlng above; 

contractor procures vehicles and office equipment for UPANIC 
and PMSO; 

contractor hlres PMSO employees and beglns to elaborate 
flrst round of subgrant proposals; 

Grant agreement slgned with UPANIC, obllgating funds, and 
UPANIC hlres employees supported under its institutional 
strengthenlng component. After flrst nlne months, UPANIC 
dlrectly hlres the PMSO employees. These are stll1 directed 
by the contractor chlef of party; 

Advance llquldatlon procedures begun for dlrect support to 
UPANIC under grant agreement; 

Subgrant agreements approved, lncludlng annual budgets for 
llfe of subgrant, and quarterly budgets for flrst year; 

Assoclatlons glven advance/liquldatlon forms and lnstructed 
ln thelr use; 

Advance/llquldatlon requests from subgrantees dellvered to 
PMSO, revlewed, complIed, and transmltted to USAID as a 
slngle dlsbursement request; 

All maJor procurement ldentlfles for subgrantees, and a 
consolldated procurement managed by PMSO; 

Dlsbursements recelved by UPANIC, and Subdlsbursements made 
to assoclatl0ns on the same basis, agalnst advance requests 
by PMSO; 

Annual audlts conducted at PMSO, UPANIC, and selected 
subgrantees 
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The central1zed operat10n of the PMSO w1ll be easy to monitor, 
and the use of an exper1enced f1rm and the t1me and resources 
ded1cated to the 1nstallat10n of an adm1n1strat1ve system should 
ensure an effect1ve adm1n1strat10n. The cr1t1cal area where the 
adm1n1strat1ve system 1S sUbJect to problems will be in the 
management of budgets at the local association levels, and the 
phys1cal 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 sim1lar or greater level of 
adm1nistrat1ve competence. In those cases where administration 
is a weakness, the field techn1cians will be mak1ng vis1ts on at 
least a b1-monthly bas1s, and w1ll ass1st w1th comp11ance. 

Adm1nistrat1ve coord1nation 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 Select10n Procedures 1n the Technical Analys1s in Annex 
E, most subgrants w1ll be awarded 1n two selections approx1mately 
S1X months apart, and the rema1nder will be awarded at 
approx1mately S1X month 1ntervals. All subgrants will operate on 
the same quarterly system and procurement of goods and materials 
will be consol1dated and made on a quarterly basis. 

b. Management of the Subgrant Process 

The techn1cal analys1s in Annex E lays out suggested 
Just1f1cat10n and selection cr1ter1a and procedures to be 
followed 1n award1ng subgrants to the PAOs. The 1nst1tutional 
contractor w1ll be respons1ble for developing a complete system 
for subprOJect awards and 1mplementat1on wh1ch w1ll 1nclude the 
requ1red elements for all subprOJect proposals, an ass1gnment of 
points and def1n1t10n of m1n1mum cr1ter1a for award1ng both types 
of subgrants, an est1mated t1metable for subgrant awards, the 
subprOJect agreement w1th all of 1tS necessary clauses, and a 
complete set of procedures for subgrant 1mplementat10n. The 
f1n1shed produc~ w1ll be subm1tted to the ProJect Steer1ng 
Comm1ttee 1n UPANIC for approval. Once the pstc has approved the 
product, 1t must be sent to AID for approval. 

Once th1s system 1S des1gned, the PAOs w1ll beg1n to submit the1r 
proposals. The respons1b1l1ty for ass1st1ng the assoc1at1ons 
w1th analys1s and des1gn of proposals w1ll be ent1rely w1th the 
PMSO, under the d1rect1on of the 1nst1tut10nal contractor ch1ef 
of party. In order to s1mpl1fy proposal development and 
management of the subprOJects, the 1nst1tutional subgrants w1ll 
be l1m1ted to support of three act1vities and the productivity 
subgrants w1ll support a s1ngle act1v1ty. There w1ll be a w1de 
var1at10n 1n the amount of work needed to ass 1st the various 



assoc1at10ns, and ln some cases the techn1c1ans w1ll handle the 
work themselves; 1n other cases they wlll be supported by the 
ch1ef of party, and ln others they w1l1 brlng 1n speclallzed 
short-term adv1sors under the contract to prov1de add1t1onal 
support and gU1dance. 
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The f1nal step is the actual review and selection of proposals to 
be funded w1th sUbgrants. Once the Project steering committee 
has approved the subgrants, UPANIC will prepare the subproject 
agreements wh1ch wlll be reviewed and approved in a letter by the 
Chief of the USAID/Nicaragua ARD Office. 

c) APENN Administration 

A d1rect ob11gatlon wl1l be made wlth APENN for $2.4 million 
through a Cooperatlve Agreement. Of this amount, $1.455 .lllion 
w1ll be for AID to d1rectly contract a firm to prov1de technical 
ass1stance 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 
techn1cal assistance on its own once it is clear that it has the 
capab111ty to do so. Funds wlll not be dlsbursed directly to 
APENN untll 1ts admln1strat1ve and financial management 
procedures have been rev1ewed and approved by AID. ROCAP I PROEXAG 
has been tasked w1th developing these capabilities before its 
efforts explre ln September 1991. Additional technical 
ass1stance through an IQC with Price waterhouse has been funded 
outs1de the ProJect to assure that the work of ROCAP/PROEXAG is 
adequate. ROCAP/PROEXAG w111 coord1nate 1tS efforts closely w1th 
USAID/N1caragua controller to ensure respons1veness to AID 
requlrements. 

The techn1ca1 ass1stance to APENN that 1S to be provlded by 
ROCAP/PROEXAG II w111 be outllned ln a MOU to be s1gned by APENN, 
ROCAP/PROEXAG, and USAID/Nlcaragua in order to estab11sh mln1mum 
levels ava1lable for Nlcaraqua under the ROCAP projecto 

d) Management of Techn1cal Ass1stance. 

AID w1l1 d1rectly contract the TA f1rm for the ProJect WhlCh wlll 
establlsh the PMSO 1n UPANIC, procure equ1pment for UPANIC and 
APENN, and provlde short-term technlcal assistance to APENN. The 
TA flrm wlll be procured through Sea) procedures to enable 
ProJect actlvltles to begln as soon as posslble. The AID ProJect 
Offlcer wlll be dlrectly responsible for managlng the contract 
The equ1pment to be procured for UPANIC and APENN by the 
contractor has been set out separately for each 1nstltut1on 
separately ln the contract. The equipment will be the property 
of UPANIC and APENN respectlvely and they wl1l approve the exact 
speclflcat10ns of the equlpment before the contractor makes the 
procurement. UPANIC w1ll be consulted on the select10n of the 
expatr1ate advlsor for the PMSO and other contract 1ssues as 



appropr1ate. L1kew1se, APENN w1ll be consulted on the 
of the short-term techn1cal ass1stance as appropr1ate. 
UPANIC and APENN may d1rectly contract and manage some 
techn1cal ass1stance for the1r programs. 

F) Cost Est1mates and F1nancial Plan. 

1) ProJect Costs. 
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select10n 
Both 

amount of 

The total est1mated cost of th1S project is approx1mately $7.4 
mill10n. AID will contribute $7 million or 94.6% of the total 
ProJect fund1ng while UPANIC and APEHN will contribute a comb1ned 
total of approx1mately $0.4 m11110n or 5.4% of total fund1ng. 
AID fund1ng w111 be obl1gated through a $4.6 million cooperat1ve 
agreement w1th UPANIC and a $2.4 m1ll10n cooperat1ve agreement 
w1th APENN. The amount of $1.455 m11110n from the APENN 
cooperat1ve agreement w1l1 serve to cover the cost of an AID 
d1rect contract for techn1cal asslstance for the ProJect. Also, 
part of the UPANIC cooperative agreement w111 serve to cover the 
cost of contracting Project evaluations and audits. 

Ne1ther APENN nor UPANIC can provlde the requlred 25% 
contrlbutlon for a cooperat1ve agreement. Walvers for the 
counterpart for both subgrants have therefore been processed and 
are conta1ned In Attachments 3 and 4 to the PP. UPANIC will 
contribute a total of $196,434 or 4.1% of the funding going to 
UPANIC wh1le AID w1ll contr1bute a total of $4,600,000 or 95.9%. 
As expla1ned 1n the susta1nab111ty analysis In Annex C, UPANIC 
was not expected to prov1de counterpart to the furd1ng for 
proJect management and subgrants to the fleld wh1ch const1tute 
87% of the fund1ng for the UPANIC ProJect components. UPANIC's 
contr1but1on represents 31.7% of the fund1ng for 1tS own 
1nst1tut1onal strengthen1ng subcomponent. Th1S subcomponent has 
been set up so that UPANIC w111 start contr1butlng for thls 
component 1n the th1rd year w1th 25% of the costs, graduate to 
50% 1n the fourth year, and assume 75% In the flfth and flnal 
year of the ProJect. APENN 1S contrlbut1ng $206,280 or 17.9% of 
the cost of the APENN d1rect costs (not 1nclud1ng the 
1nst1tut10nal contractor. Th1s has been programmed so that APENN 
wlil contrlbute 10% of total costs In the th1rd year, 25% 1n the 
fourth year, and sot ln the f1fth and f1nal year. In addlt10n to 
the counterpart Wh1Ch has been est1mated as a part of the ProJect 
budget, UPANIC and 1ts aff111ates and APENN w111 also contrlbute 
to the proJect ln unpa1d staff costs and tlme, farm productlon 
1nput lnventor1es, and fac111t1es and equlpment. The value of 
these In-k1nd contrlbutlons could not be estlmated due to the 
fact that the exact actlvltles and budgets of the subqrants wlil 
be declded durlng ProJect lmplementat10n, but they wlil be 
substantlal. 

Tables 1 and 2 showing expend1tures by calendar year and by type 
of currency requ1red are conta1ned on pages 26-27. Detalled cost 
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est1mates and a budget analys1s is conta1ned 1n Part Three of 
Annex C. F1nanc1al cost est1mates for the ProJect by output are 
conta1ned 1n Table 3 on page 28. For the subgrant 1tems, the 
tables on the follow1ng pages show planned expend1tures of 
subgrant funds. An illustrat1ve comm1tment schedule for 
subgrants is as follows (fund1ng numbers in thousands): 

Inst1tut1onal 
Product1vity 

Totals 

months 6-12 
20 f/ $1000 

$1000 

Obligat10n Schedule 

months 13-18 
20 f/ $1000 

3 f/ $ 600 
$1600 

mo. 19-24 
6 f/ $300 
3 f/ ~ 

$800 

mo. 25-30 

1 f/ 1l.Q.Q 
$100 

The obl1gat1on schedule by f1scal year 1S set down 1n the table 
below (funding numbers 1n thousands). Presently 1t 1S planned 
that all fund1ng will come from the economic support fund 
account. 

Year/ 
Ob11gat10n Mechan1sm 

APENN Coop. Agreement 
UPANIC Coop. Agreement 

1,500 500 
2,500 

400 
2,100 
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TABLE 1 PROJECT BUDGET BY YEAR 
(Dollars) 

Concept/Year 2 3 4 5 TOTAL 

AID Contrlbutlon to UPANIC 
1 PMSO 
a UPANIC Contracted Employees 21 600 73 710 77 ,396 81,265 85,329 339 299 
b Operatlons 8,250 34,650 36,383 38,202 40,112 157,596 

PMSO TOTAl 29,850 108,360 113,778 119,467 125,440 496,895 

2 Institutional Strengthening 
a Subgrants for lnst Strengthening 500,000 1,000,000 500,000 300,000 a 2,300,000 
b UPANlC lnst Strengthening 

i Salary Support 86.580 90.909 71.591 50.114 26,310 325.503 
11 Technical Assistance 1.607 9,100 7.500 5,000 0 23,207 
tit Operationl 15.100 24,420 16,868 11.808 6.199 74.395 
Total UPANIC Inlt Str 103,287 124.429 95,959 66.921 32,509 423,105 

3 Subgrants for Productivlty 0 300,000 700,000 200,000 0 1,200,000 

4 Evaluatl0ns/Audlts 20,000 20,000 60,000 20,000 60,000 180,000 

TOTAL AID FOR UPANIC COMPONENTS 653,137 1,552,789 1,469,737 706,388 217,949 4,600,000 

UPANIC Contrlbution 
UPANIC Inst Strengthening 

1 Salary Support 0 0 23,864 50,114 78,929 152,906 
11 Technical Assistance 0 0 2,500 5,000 0 7,500 
iii Operatlons 0 0 5,623 11,808 18,597 36,028 

TOTAL UPANIC CONTRIBUTION 0 0 31,986 66.921 97,526 196,434 

TOTAL FOR UPANIC COMPONENTS 653,137 1,552,789 1,501,723 773,310 315,475 4,796 434 

AID Contrlbutlon to APENN 
1 Personnel 133,146 139 803 132,114 115,600 80,920 601 583 
2 Information and Contracted SerVlces 8 242 13 000 4 500 3 750 2,500 31,992 
3 Operatlng Costs 70,200 73,560 68,479 58,344 40,841 311 425 

TECHNICAL ASSISTANCE CONTRACT 985 439 333,824 135,737 0 0 1,455 000 

TOTAL AID FOR APENN 1,197,027 560,187 340,830 177,694 124,261 2,400 000 

APENN Contrlbutlon 
1 Personnel 0 0 14 679 38,533 80,920 134 133 
2 Informatlon and Contracted SerVlces 0 0 500 1,250 2,500 4 250 
3 Operatlng Costs 0 0 7 609 19,448 40,841 67 38 

TOTAL APENN CONTRIBUTION 0 0 22 788 59 231 124 261 206,280 

TOTAL FOR APENN 1,197 027 560 187 363,618 236,926 248,522 2,606,279 

TOTAL AID CONTRIBUTION 1,850 164 2 112,976 1 810 567 884,082 342,210 7,000,000 
TOTAL COUNTERPART 0 0 54,775 126 153 221,787 402 714 
TOTAL PROJECT 1 850 164 2 112 976 1,865,342 1 010 235 563,997 7 402 714 



AIO Contribution to UPANIC 
1 PM SO 
a UPANIC Contracted Employees 
b Operations 

PMSO TOTAL 

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

1 S.lary Support 
1i Technical Assistance 
11i Operations 
Total UPANIC Inst Str 

3 Subgrants for ProductivIty 

4 Evaluations/Audits 

TOTAL AID FOR UPANIC COMPONENTS 

UPANIC Contribution 
UPANIC Inst Strengthening 

i Salary Support 
il TechnIcal ASSIstance 
1 it Operations 

TOTAL UPANIC CONTRIBUTION 

TOTAL FOR UPANIC COMPONENTS 

AID Contrlbutl0- 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 OperatIng Costs 

TOTAL APENN CONTRIBUTION 

TOTAL FOR APENN 

TOTAL AID CONTRIBUTION 
TOTAL COUNTERPART 
TOTAL PROJECT 

TA8LE 2 PROJECT BUDGET BY CURRENCY REQUIREMENT 
(Dollars and Dollar EquIvalent in Local Currency) 

FX 

o 
o 
o 

1.380.000 

o 
23.207 

o 
23.207 

1.200 000 

180.000 

2.783.207 

a 
o 
o 
o 

2 783.207 

o 
31 992 

a 

1 455,000 

1 486,992 

o 
o 
a 

o 

1 4B6 992 

4 270 199 
o 

4 270 199 

lC 

339,299 
157.596 
496.895 

920,000 

325,503 
o 

74.395 
399.898 

a 

o 

1,816.793 

152,906 
7,500 

36.028 
196,434 

2 013,227 

601,583 
a 

311 425 

a 

913,008 

134,133 
4,250 

67 898 

206 280 

1 119 288 

2,729 B01 
402 714 

3 132,515 

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 

~ 898 

206 280 

2 606 2BO 

7,000 000 
402 714 

7 402 714 
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TABLE 3 PROJECT BUDGET BY OUTPUT 
(Dollars) 

AMOUNT PERCENTAGE 
OUTPUT ----------- ------ ... ----

1 Institutional Strengthening 

a Improved Capacity of PADs to represent 
their membership and provide services 
to increase fanl productivity 3,392,973 4S 7X 

b Improved Capacity of UPANIC to 
dialogue with the GON on economic and 
other Issues related to agriculture 649,539 8 7X 

2 Productivity 5ubgrants 

Delivery of services by PADs which will 
directly increase fan. productivity 1.827.922 2S IX 

3 DiversifIcation of NTAEs through APENN 

• FunctIonIng Information 5yst .. 455.184 6 1X 

b S functioning export crop MOdules 743.640 10 OX 

c Established policy dialogue process 137 628 1 8X 

d 40 traInIng courses and seminars 195.828 2 6X 

PROJECT TOTAL 7 402,714 100 OX 

NOTES UPANIC PMSO costs were split proportionately between the amounts allocated 
for subgrants in outputs 1a 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 TechnIcal ASSIstance Costs were allocated by estImates of 
the technlC!l assIstance that would go for each output whlc~ 1S reflected In 
the technical assIstance budget 

28 
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2) F1nanc1al Management. 

G1ven APENN's recent creat10n and UPANIC's low level of serV1ces 
over the past five years, both organ1zat1ons need some ass1stance 
1n upgrad1ng their financial management and administrative 
systems for th1s ProJect. The systems for account1ng, 
contracting, procurement, personnel management, and internal 
controls w1ll be designed with outs1de assistance and no funds 
w1ll be d1sbursed for e1ther of the organizat1ons until AID 1S 
sat1sfied that these systems are adequate. 

Ass1stance to both UPANIC and APENN for the design of these 
systems will 1nitially be prov1ded through the services of Price 
waterhouse under an IQC contractor funded outs1de of the ProJect. 
APENN is also rece1ving some ass1stance for th1s task from the 
PROEXAG I TA team. The TA firm for the ProJect wlll train UPANIC 
employees h1red 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 Adm1n1strat10n. The methods of 
procurement and financlng for all ProJect elements are contained 
1n the procurement plan in Sect10n III.H. 

Dlsbursements 

Because of the t1me requ1red for subgrantees to close the1r books 
and report to UPANIC, the tlme requ1red for UPANIC and APENN to 
close the1r books and report to AID, and the tlme requ1red for 
AID to process an advance request, 30 day advances would 
ser10usly 1nterrupt proJect 1mplementat10n. AID wlll, therefore, 
prov1de quarterly advances under th1s ProJect. UPANIC and APENN 
w1ll l1qu1date expend1tures on a monthly bas1s. Dlsbursements 
under AID d1rect contracts wlll be pa1d dlrectly to the 
contractor on a re1mbursement bas1s. 

Aud1ts 

Annual f1nanc1al aud1ts w1ll be conducted by an lndependent 
audltor. In these aJd1ts f UPANIC and APENN w1ll be aud1ted 
regularly, and subgrantees wlll be select1vely aud1ted, based on 
condltl0ns of the subgrant agreements. All of the fund1ng for 
the aud1ts has been budgeted In the UPANIC components glven that 
a slngle ProJect audlt wlll be performed for both elements of the 
Project. AID wlll dlrectly contract the audits to be performed 
under the dlrect control and supervls10n of the RIG/A/T In 
Honduras. 



G) outputs 

outputs under the ProJect are del~neated by components as 
follows: 

1. Institutional strengthening of UPANIC and Affiliates 

30 

- improved capacity of UPANIC, commod1ty federations, and 
local associations to represent their membership and prov1de 
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. Productiv~ty subgrants 

- del~very of serv~ces by PAOs such as extens~on, 
intermed~at1on of ~nputs, veter1nary care, machinery pools, 
etc. which w1ll d1rectly increase farm productivity 

3. D~vers~fication to NTAEs through APENN 

funct~on~ng ~nformation system 

at least f~ve funct1on~ng export crop modules 

- established d~aloque or process w~th the GON to el1m1nate 
policy constra~nts and improved ~nfrastructure in concert 
w1th other organ~zat~ons such as UPANIC, COSEP, or FENIX 

40 tra~n~ng courses and sem~nars conducted 

H. Implementat~on and Procurement Planso 

1. Implementat~on Plan 

MaJor elements to be scheduled include: contract1ng for techn~cal 
adv~sory and management serv~ces; establ~shment of f~nanc1al 
management systems and capab~11t1es; creat~on of ProJect Steer~ng 
Comm~ttae and cr~ter~a for subgrants; staff~ng of PMSO, 
ass~stance to PAOs regard~ng subgrant proposals; analyses and 
recommendat~ons by pstc; subgrant allocat1ons and controls; 
procurement of goods and serv~ces; act~v~ty mon~tor1ng, 
evaluat~ng and report~ng; and f~nanc1al aud~ts. The sequences of 
these 1mplementat~on events 1S d~scussed ~n spec~f~c other 
sect~ons of th1s paper, ~nclud~ng Sect~ons 111.0, E, and F, and 
Annexes Band E. The maJor events of the ProJect w~th the 
except10n of the annual aud~ts and the evaluat~ons scheduled for 
the end of the second year and the f~fth year are charted 1n the 
tables ~n the follow~ng two pages. 
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2. Methods of Implementat10n and F1nanc1ng 

The ProJect w111 be obl1gated through a $4 6 m11110n cooperat1ve agreement 
w1th UPANIC and a $2.4 m11lion cooperat1ve agreement w1th APENN. The 
obl1gat1on schedule by f1scal year is found on page 25. All fund1ng for the 
Project is ESF. The table below presents the 1mplementation (procurement) 
and financing methods to be used 1n the Project. From the APENN cooperat1ve 
agreement, $1.455 million w111 be set aside to fund a direct A.I.D. contract 
to provide techn1cal ass1stance and purchase the equ1pment for APENN and 
UPANIC. UPANIC w111 prov1de approx1mately 40 to 60 subgrants to its 
commodity federat10ns and local associations. UPANIC will do all 
procurement for the subgrants. If operating costs are approved for the 
subgrantees, these w111 be financed on a d1rect re1mbursement basis by 
UPANIC. 

Amount 
Met b o d (In US~OOOl 

PrOJect Element Implementat10n F1nanc1ng Element Total 

I. UPANIC COOP. AG. 4,600.0 

-TA HCC Direct Re1mb. 23.2 
-Personnel Costs HCC D1rect Renlb. 664.8 
-Eval/Aud1t AID D1rect Cont. D1rect Pay 180.0 
-Subgrants HC Grants D1rect Renab. 3,500.0 
-Operat1ng Costs HCC Direct ReiDab. 232.0 

II. APENN COOP. AG. 2,400.0 

-Inform. & Tra1n1ng HCC D1rect Re1mb. 32 0 
-Personnel Costs HCC D1rect Re1m.b. 601. 6 
-Operat1ng Costs HCC D1rect Re1m.b. 311 4 
-Techn1cal 
Ass1stance AID D1rect Cont. D1rect Pay 1,455.0 

TOTAL 7,000.0 

All proposed f1nanc1ng methods for the dollar ass1stance to be used 1n the 
ProJect are preferred methods. It 1S ant1c1pated that the rec1p1ents of the 
cooperat1ve agreements w111 execute all contract1ng and procurement act10rs 
under $100,000 and w111 pay d1rectly. A pre-award survey of the 
~mplementat10n capab1l1ty of the rec1p1ents 1S necessary and w1ll be 
completed by Pr1ce Waterhouse. D1sbursements to the rec1p1ents w1ll be 
cond1t10ned on a pos1t1ve assessment. 

There 1S a l1ne 1tem 1n the table above for evaluat10ns and aud1ts. It 1S 
ant1c1pated that an 1ndependent account1ng f1rm, contracted under an IQC, 
w1ll conduct the aud1ts The Office of the Reg10nal Inspector General, 
based 1n Teguc1galpa, w111 superv1se the non-Federal aud1ts 1n conJunct10n 
w1th the USAID Controller. Progress on 1mplement1ng recommendat10ns or any 
problems concern1ng f1nanc1al affa1rs w111 be closely mon1tored 
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IV. PROJECT ANALYSES SUMMARIES 

A. Inst1tut1onal Analys1s. 

1. UPANIC, APENN, and Member Assoc1at10ns 

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 restrict1ve of 
pr1vate sector interests, however, UPANIC began to function more 
as a str1dent minor1ty V01ce in an adverse pol1t1cal enV1ronment. 

S1nce 1ts creation, UPANIC has also promoted the 1ncreased 
organization of the commodity and local producer assoc1ations, 
with rice, cane, sorghum, banana, dairy join1ng. 

UPANIC 1S technically the umbrella of a federated system, 1n 
which the dlrectors are representat1ves of seven nat10nal level 
commod1ty assoc1at1ons, WhlCh in turn are d1rect representat1ves 
of local level producer assoc1at10ns. Th1S federated system does 
not operate, however, 1n a pure form of h1erarch1cal 
organization. There are significant differences from commod1ty 
to commod1ty in the roles of and relat1onsh1ps between local 
producer assoc1at1ons, the national commod1ty assoclat1on, and 
UPANIC. The spec1f1c relat1onsh1ps are treated 1n Annex B. 

UPANIC currently has a Board of D1rectors, Presldent, Execut1ve 
Secretary, part-t1me accountant, two secretar1es, a )an1tor and a 
watchman. The1r pr1nc1ple sources of revenue have been 
membersh1p contr1but10ns and donatl0ns rece1ved from fore1gn 
donors; the1r act1v1tles have been concentrated 1n representat10n 
and policy dlalogue of the1r members 1n the d1ff1cult years of 
the Sand1n1sta government. UPANIC's exper1ence 1n these areas 
and 1ts result1ng relat10nshlp w1th ltS members make 1t the only 
v1able organlzatlon through wh1ch to d1rect ass1stance to the 
pr1vate farmer benef1clar1es of the ProJect. 

APENN, the Nlcaraquan Non-trad1tlonal Producers and Exporters 
Assoclatl0n (APENN) was formed in May of 1990 at the 1nltlat1ve 
of a few v1s1onary N1caraguan producers who felt that Nlcaragua 
needed a new, not-for-prof1t entlty almed at promotlng 
non-tradlt1onal exports 1n general, partlcularly non-trad1t1onal 
agr1cultural exports. They Sol1clted the help of local 
agr1buslnesses and held an organlzat1onal meet1ng. A decls10n to 
proceed w1th the organ1zatlon of APENN was made Wh1Ch resulted 1n 
it's belng the flrst prlvate sector development organ1zation to 
be recogn1zed formally by the new N1caraguan leglslature. It's 
current membershlp remalns at approx1mately 200 wh1le APENN 



conso11dates 1tS management/admin1strat1ve capacity to provlde 
1ncreased serVlces to members. 
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The success of APENN to date 1S d1rect1y due to assistance from 
ROCAP/PROEXAG, an $8 m11lion project des1gned 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-trad1tiona1 
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 enterabi1ity product list, conducting a 
"kick off" training seminar on general aspects of NTAE 
operat1ons, lntensive techn1cal ass1stance on honeydews, 
information trips to Guatemala and the u.S. for APENN members, a 
rapid appra1sal of transportat10n constralnts, and on-farm trlals 
for asparagus, bramb1eberries, 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 
f1rst export crop of melons valued at $2-3 m111ion through the 
first five months of 1991 are the d1rect result of APENN efforts 
with ROCAP/PROEXAG assistance. 

The character1stics and d1rections of APENN and 1tS success 1D a 
short period of time make it the only real viable option for 
reach1nq beneflc1aries in the NTAE sector and promot1ng the 
development of v1ab1e NTAE bus1ness enterpr1ses. Its pr1mary 
funct10n wl11 rema1n that of prov1d1ng tlme1y and qua11ty 
1nformat10n and techn1ca1 ass1stance ("know-how") to NTAE 
bus1nesses. 

b. Character1st1cs of the Commod1ty and Local 
Assoc1at10ns. 

Detailed descrlpt10ns of the organ1zat10ns 1n each commod1ty 
sector are 1n Annex B, 1ncluding 11vestock, coffee, cotton, rlce, 
sorghum, and dalry. There are three prlnc1p1e types of serVlces 
prov1ded to farmers by the commod1ty federat10ns and local 
assoc1at1ons: (1) representat10na1 or 1nd1rect serv1cesi (2) 
d1rect techn1ca1 serv1ceSi and (3) dlrect commerc1a1 services. 

The make-up of assoc1at1ons w1th1n each commod1ty group 1S 
d1fferent, but there are a fsw 1mportant genera11zat10ns that 
apply. F1rst, these assoclations were formed by farmers out of a 
strongly perce1ved need to be represented and defended, f1rst 
w1thin the repress1ve po11cies of the Somoza government, and then 
in the hostile enV1ronment of the Sand1n1sta government. Second, 
the members are purely pr1vate sector, and the assoc1at1ons are 
managed w1th a strong sense of bottom l1ne accountab11ity. 
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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 
assoc~at~ons by the local producer assoc~at~ons. 

The farmer members of the producer assoc~at~ons tend to have 
personal characteristics that contribute to the strength and 
stability of their organizat~ons. Most of the member farmers 
come from the better educated segment of society, and most are 
farmers who felt a strong sense of comm~tment to their community. 
Almost all members are full-time producers who live on and work 
their own land. Finally, 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 Amer~ca. They have very h~gh expectat~ons for themselves 
and for the potent~al of the~r associat~ons to prov~de many of 
the services they will needs ~n their recovery. 

2. Recommended Project Approach 

a. ProJect Approach. 

The proJect approach that ~s most consistent w~th the 
inst~tutional setting is to build upon the natural 
characteristics of the UPANIC member associations and network, 
for trad~t~onal agriculture and APENN for NTAEs and should have 
two pr~nc~pal components: strengthen~ng the ~nst~tut~ons from the 
bottom up, and d~rect the great bulk of resources to support 
act~v~t~es that w~ll have a measurable ~mpact on product~v~ty and 
prof~tab~l~ty at the farm level. The spec~f~c relat~onsh~p 
between strengthening of representatlonal and dlrect techn~cal 
services should be as follows: 

(1) D~rectly strengthen the techn~cal and commerc~al serv~ces of 
local level producer assoclations and APENN. 

(2) Prov~de support to the serVlces of UPANIC and the commodlty 
assoc~at~ons ~f they d~rectly support the local assoclatlons 
and could not be carried out locally. 

(3) Provide technlcal ass~stance at all levels, as needed, in 
~mproved adminlstrat~on and organlzat~on. 

(4) strengthening of the del~very of techn~cal and commerc1al 
serV1ces w~ll result 1n measurable ~ncreases ~n product1v~ty 
and profltab111ty, wh1ch 1n and of ~tself wlll Just1fy the 
proJect. 



(5) The ass1stance prov1ded in 1, 2, and 3 w1ll, add1tionally: 
increase membersh1p, 
1ncrease assoc1at10n 1ncome, 
1mprove commun1cat10n at all levels, and 
create a greater inst1tut10nal 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 
w1l1 be requ1red in the future. 

b. Des1gn of Ass1stance. 

The recommended approach is to design a system for selecting 
proposals for assistance, with the proJect including activities 
in support of the des1gn and select10n process, as well as 
1mplementation of the serv1ce programs. Reasons are: 

(1) there are too many d1fferent assoc1at10ns w1th d1fferent 
needs to standard1ze an approach or design d1fferent 
approaches in pre-project activities; 

(2) the cond1t1ons of the agr1cultural sector are chang1ng too 
qu1ckly to ident1fy the constra1nts that m1ght be most 
1mportant a year or two 1nto the proJect; and 
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(3) the PAOs w1ll need to develop new approaches to new problems 
and opportun1t1es that they have not faced 1n the past, and 
w1l1 need t1me and ass1stance 1n analyz1ng problems and 
com1ng up w1th appropr1ate and feas1ble programs. 

The 1mpl1cat10ns of tak1ng th1s approach are that: 

(1) the proJect needs to be front-loaded w1th ass1stance 1n 
develo~1ng proposals; 

(2) an effect1ve method of select1ng the best proposals 1S 
needed; and 

(3) there 1S a s1gn1f1cant management burden of account1ng for 
and support1ng a ser1es of d1fferent subprOJects. 

B. Soc1al Soundness Analys1s. 

The soc1al soundness analys1s addresses three areas of concern: 
(1) soc1o-cultural feas1b1l1ty, (2) spread effects, and (3) 
1nc1dence of benef1ts. The analys1s 1S based on 1nformat10n 
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gathered 1n 1nterv1ews in Managua (the same ones listed in the 
1nst1tut10nal analys1s) and field V1S1tS 1n which between 150 and 
200 farmers were 1nterv1ewed, 1nd1v1dually or 1n groups of S1X to 
twenty at a t1me. Representat1ves of other sectors of society, 
and profess10nals at INCAE, CINASE, etc., were also asked about 
the1r relat10ns w1th and att1tude 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 
1ntervent10ns are spec1f1cally des1gned to encourage the interest 
of the farmers in self-help allow1ng them full participation in 
the des1gn and implementation of act1v1ties to address their 
productivity problems. 

Spread effects w1ll be rapid and equ1table among the estimated 
20,000 d1rect benef1c1ary farmers of the UPANIC-APENN network. 
Spread effects among small farmers and others outside this 
network will vary depending on the sector 1n question. Coffee 
and l1vestock w1ll have greater spread effects than other sectors 
due to the nature of the technology used in these sectors. 
Spread effects for the smaller pr1vate farmers are a concern and 
w1ll be stud1ed as a part of the m1d-term evaluation. Two 
spec1al concerns about benef1t 1nc1dence were stud1ed: benef1ts 
to women and benef1ts to the rural poor. The analys1s showed 
that both women and the rural are expected to rece1ve signif1cant 
benef1ts 1n the way of employment generated by the increased 
agr1cultural product10n result1ng from the ProJect. 

C. F1nancial Analysis. 

The financ1al analysis in Annex C is d1v1ded into three parts: 1) 
f1nanc1al viab1l1tYi 2) f1nanc1al susta1nab1l1tYi and 3) deta1led 
cost est1mates for the ProJect. Th1S summary w1ll only address 
the f1rst two parts. 

1) F1nanc1al V1ab1l1ty 

The purpose of the f1rst part of f1nanc1al analys1s 1S to 
est1mate the effects of a subgrant upon the PAO (and 1tS 
1nd1v1dual members) to Wh1Ch the funds are d1rected. The 
analys1s re11es for the most part upon a part1al, or enterpr1se 
budget of costs, 1ncomes and net 1ncomes of typ1cal producing 
members, and of recovery schedules and methods for 1nvestments, 
and operat1ng costs of the PAO that ar1se from the subgrant. The 
effects of a subgrant m1ght be measured 1n terms of product1on 
eff1C1enC1es ach1eved, 1ncreases 1n 1ncome or employment, 
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generation of foreign exchange, etc. Some subgrants will be made 
to support salar1es of PAO employees, to help develop and extend 
techn1cal 1nformat10n, or to prov1de other serv1ces to members, 
that in themselves generate no d1rectly measurable results. 
These act1v1ties, taken by themselves, must be analyzed by a 
cost-effect1veness approach. Recovery and sustainability of most 
of the types of act1v1ties would be from service fees, markets 
check-ofts, 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 activated, 
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 vis1ts. Two of these are for livestock 
associations, and one each is for coffee and sorghum producers, 
and one for APENN uS1ng data from this year's honeydew melon 
crop. Each analysis contains a brief descr1ption of the 
association area and a list of needs identif1ed 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 ava1lable. The analysis in Annex C 1ncludes only 
the 1nvestment costs and returns over the f1ve year per10d of the 
ProJect w1th the except10n of one of the subprojects which took a 
seven year analytical per10d to be prof1table. The results show 
that the 1nvestments are profitable giving net present values 
rang1ng from $300,000 to $1.7 million. 

2) F1nancial Susta1nability 

The 1ssue of f1nanc1al susta1nab1l1ty in the ProJect is addressed 
at the three d1fferent levels where Project ass1stance is be1ng 
directed: the local assoc1at10ns and commod1ty federat10ns 
(PAOs); UPANICi and APENN. Susta1nab1lity is being addressed for 
the PAOs by mak1ng th1s one of the cr1ter1a by wh1ch the subqrant 
proposals w11l be Judged. The 1nst1tut1onal subqrants proposals 
must Justify act1v1ties by demonstrat1ng how they will make the 
PAO a more viable sustainable organization. Productiv1ty 
subgrant proposals w1l1 have to demonstrate how the proposed 
serV1ces to be funded are f1nanc1ally sustainable through payment 
for the serV1ces by the members. susta1nab1lity for UPANIC's 
d1rect inst1tut10nal strengthen1ng act1v1t1es w111 be addressed 
through Project 1mplementation. G1ven UPANIC's strength and 
level of fund1ng pr10r to the d1ff1cult years 1n N1caraqua, 1t 1S 
expected that UPANIC can be f1nancially self-susta1nable once the 
agr1cultural sector rega1ns 1ts product1v1ty UPANIC will 
develop a spec1f1c susta1nab1l1ty plan by the end of the second 
year of the ProJect show1ng how 1t w111 ra1se suff1cient revenues 
through membersh1p dues, fees for services, and/or a check-off 
system on the sale of the members' farm produce to cover 
operat1ng expenses. The f1nanc1al analysis in Annex C provides 
some examples which demonstrate that UPANIC's f1nancial self­
susta1nab1l1ty 1S feas1ble. 
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Regardlng APENN, ample studies and evaluatlons of NTAE promotion 
instltutlons in the region show that sustalnability is not 
poss1ble In the short-term given the long-term lnvestments that 
producers have to make w1thout pay1ng the cost of TA. Based on 
exper1ence 1n other countries, the assumption used in the paper 
is that APENN can become sustainable w1thin a 10 to 15 year t1me 
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 susta1nability 
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 
feaSlble. 

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 
subqrant proposals, and to adJust costs and prices to "soclal" 
values. ProJect net costs and net beneflts would then be 
calculated for each year of the proJect llfe (flve years, in th1S 
case), and one of several analytical methods used to est1mate a 
measure of project worth. 

In Annex D, the f1nancial analyses for the four lllustrative sub­
grant proposals are used to lllustrate the derivation of 
estlmates of the net present value of the ProJect and a benef1t­
cost ratio uS1ng discounted values for the benefits and costs. 
In all cases, analyses were done on the lndlvidual examples, as 
1f they were 1ndependent projects. Th1S produces several 
1ndlcators that can be used 1n rank1ng of subgrants. The flve 
examples are used to produce an overall estlmation of the 
economlC return from lnvest1ng in the ProJect. The overall 
beneflt-cost rat10 using dlscounted values of benefits and costs 
is approxlmately 3:1 indlcat1ng that the activ1t1es of these flve 
examples would generate a comblned net present value (NPV) three 
tlmes the NPV of the 1nvestment and operatlnq costs. All other 
thlngs belng equal, this presents a very worthwhile return and 
shows that the ProJect should be undertaken. 

E. Technlcal Analys1s. 

The proJect technlcal analys1s looks at the range of serVlces 
that the proJect might del1ver, at the percelved need for these, 
and at the ways that deliver1es can be effected most eff1ciently. 
This dlScussion is detailed ln Annex E. A list of twenty-nine 
needs were gathered in f1eld lnterv1ews, some belng ment10ned 
more than once. They range from institutlonal support, through 



maJor agro-processing structures, to specific techn1cal 
ass1stance at member/producer levels. 
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A d1Scussion of the subgrant process deals with the n1ne steps 
that should be included in the procedure, from reg1stering 
elig1ble associations, through definition of selection criteria, 
to USAID approval. A second area of discussion lists seven 
crlteria that should be included in the procedure, to be adopted 
by the steering Comm1ttee. The most important crlteria 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, Financ1al Analys1s, Capital Recovery Plan, and 
an Aggregate Economic Impact Analysis. 

F. Environmental Analysis 

The lEE for th1S ProJect was glven a deferred posit1ve 
recommendat1on because of the possible purchase and use of 
pesticides under the subgrants. It was decided dur1ng proJect 
design to comb1ne the envlronmental 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 w1ll thus provide an analys1s and set 
of recommendatl0n~ governlng the purchase and use of any 
pesticides or other agro-chemicals under the subgrant components 
of this ProJect. ThlS proJect w1ll have a cond1tion precedent 
for dlsbursement of the subproJect components that the EA be 
completed and the measures recommended 1n the EA be 1mplemented. 

v. EVALUATION AND MONITORING PLAN 

A. Surveys and Data Collect10n 

Data of several sorts are necessary for the proper management of 
thlS ProJect. The flrst need 1S a survey by Assoclatl0ns of 
thelr own status. This would lnclude date of affll1ation with 
UPANIC, names of Boards of Dlrectors, number of actlve members, 
actlvltles undertaken by the Assoclatl0n, number of employees, 
etc. APENN wlll provlde thlS same data to AID as a part of lts 
reportlng requirements. ThlS would provide the necessary mlnlmum 
of lnformatlon needed to establish the el191bl11ty of the 
Association to partlclpate in the subgrants under the ProJect. 
ThlS data w1ll be obtained from the commodlty federations and 
local assoc1ations as one of the first actlvities 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 
Assoc1at1on members. This would ask for summary data such as 
scale of the enterpr1se (number of manzanas, anlmal unlts, etc.), 
product10n costs, pr1ces, Ylelds, where the product 1S marketed, 
use of credit if any, and problems encountered in the production 
process. These data would provide a basellne agalnst which 
progress under the subqrant 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. In 
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 requlred to support a subqrant 
proposal. This generally would be a partial farm budget taken 
from the member survey above. Meldlng 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 
lnto the Steerlng Comm1ttee for lts selection process. The data 
collected for the proposal wlil be used as a basellne to measure 
the impact of the sUbgrants. The PAOs will have to provide 
annual updates on the 1ncreases in productivity resultlng from 
the subqrant activities. 

The fourth set of data requlred wlil be the quarterly reports 
from the Associatlons recelvlng subqrants. These wlli lnclude 
quarterly reports of actlvltles In compl1ance wlth the approved 
work plan and budget, and wlli be attached to advance/llquldatlon 
requests. In addltion, the subqrantees wlll lnclude data 
outllned above on subprOJect lmpact descrlblng the qualltatlve 
changes ln farmers' clrcumstances as a result of thelr sUbqrant 
activlty, and estlmate the quantltatlve lmpact In Ylelds, areas 
planted, price lncreases, cost savlngs, lncome, quallty changes, 
etc. Impact data wlli not be provlded In every quarterly report, 
but at a minimum the last quarterly report of the year must 
include deta1led data used to measure subprOJect lmpact as 
dlscussed above. Reportlng requirements for the subgrantees wlll 
be detalled ln the subgrant agreements. 

B. Monltorlng, Reportlng, and Evaluatlons 

Monitorlng and reportlng will be done at several dlfferent levels 
of the ProJect. Grantee and contractor performance wlll be 
monltored dlrectly by the USAID ProJect Offlcer. Monltorlng wlll 
be based on observatlon of performance (In the pstc, etc.) and 
quarterly reports. APENN, UPANIC, and the PMSO contractor wll1 
provide quarterly reports to AID contalnlng flnanclal data on 
commitments and expendltures and informatlon on the dellvery of 
outputs and ProJect lmpact. The contractor's quarterly reports 
will be based on quantlf1able targets of performance of both the 
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addltlonally lnclude lndlcators of performance by subqrantees. 
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On an annual basls, APENN and UPANIC wlll provlde AID wlth data 
on ProJect lmpact complled 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 instltutional 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 subqrant process, spread 
effects to smaller farmers outside of the UPANIC-APENN network, 
and Project lmpact. For APENN, the evaluation will focus on its 
progress in developlnq ltS export crop modules and lts 
information center. The flnal evaluatlon wlll focus on dellvery 
of outputs under the ProJect, proJect lmpact, spread effects to 
smaller farmers outslde of the UPANIC-APENN network, and 
achievement of the Project purpose. 
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mod.ty fcdcr.trons and l.xal .JSOCI8tJOO. ber of servICe. and serviCes of IIIgh PAO Pmanc .... Repor1I vemeot through Increased partJclpa 
to repre<eol th~1f membershIp and pro- er quality 10 theIr membenh!p uon and fmancw contnoutJoos 
Vide ser.lce. 10 their membershIp 10 Increased membershlJl In PAO, and 
mcr~se rilim productiVity Increased gross Income of PAO. 

Improved capacity of UPANIC to dJa 1 2 UP ANIC EcOOomllt has current 1 2 Cop," of producbOll COIl data 
logue With the go~cmmcnt on econonllC databalC 011 agncultunJ productJoo taba and COP'" of reporta on 
and odIer ISSU", related 10 agnculture COils and produces reporls 00 policy poIK:y I'suea Bnefmc plpera and 

18SUCS 10 dIalogue WIth the govern program scbe<lulcl IhooNmc 
meot UP ANTC board paruclpalel UPANIC paruc!pal1011 In pubhc 
m public forwns 011 agncultural forums 
policy ISSues 

n ProductJvlty Subg ranlll 

Dehvery of servIces by PAOs such as 2 1 Number and types of servICes 2 1 Pro.Iect Reports and ProJed 2 Producers support PAO serviCes 
elCteosloo m1ennedlatJoo of inputs delivered by PAOs 10 membera BvalllAtJoo through Increased use and payment 
vetennary care IIUIchmery pools etc for aervlcea 
whIch wlll dIrectly mcrease fann produc 
tJVlty 

III D,versllicauon 10 NT AEJ 

I through APr.NN 

InfonnatJoo emler )] Informataoo available at I ) I Informataoo Repor1I provKlcd 3 APENN mctnbers coolnbute 
APENN 011 production and mar upoo requeat. fmancta1ly to cover tOCDC of the coats 
ketang of export crop. \ 

and/or fuodlll& can be aUracted from 
Five funCtJOIlIllg rxport crop modulcs 3 2 Modulea deaJgnated and alSII 3 2 Reporta on export crop mod other donora 10 uoderwnte SOllIe of 

lance available for each uIca the coats 
DIAlogue With the GON 10 elnnmate export crop 
pobey cooslnmt.! and mfrulructure 3 3 Reporta 011 dWogue procea. 3 3 Cop," of Reporta 
bamera 

I 
forty Trammg Courscs 3 4 Attcnd.ance at Inuung COUfSCI 

I 
3 4 Reports 011 Trammc 
rouraea 



NARRATIVE SUMMARY OIlJEC11VEL Y \'ERrnABIE MEANS OF VERIFICATION ASStNP110NS 
iNDICATORS 

Inputs ($000) 

--
J InslJtulJonaJ Strengthc:rung 

PrOjecl Managmlenl and Support Ofhce TA contracts, em- CopIes of contracts, LogIstIcal and/or 

Employ~U 3393 
ployee contracts, quarterly reports, polItical problems wIll 

~raIJOI\S 1576 contractor reports, audIt reports, and not prevent the Inputs 

Subgranll 2300 0 
eqUIpment 10 mstItu- evaluatIOn reports from amvmg and 
hons, subgrant actIvl- bemg processed as 

UPANlC 
~es earned out, and planned 

ErnpJoycu 478 4 ongomg Project oper-
~nIJOIlI 1104 atlOns 10 APENN and Tech Assl 307 

UPANIC' 
n Prod Subgranll 1200 0 

ill NTAEIAPENN 

Personnel 73S 7 
Tramrnc 200 
InfotmalJon 162 
~raIJOI\' 3793 

InllJtullonaJ Contract 

EqulJllllent 2367 
TA and Admll1Jstrlllon 12183 
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INSTITUTIONAL ANALYSIS 

I METHODOLOGY 

Th1S analys1s lS based pr1mar1ly on f1eld V1s1ts and 1nterv1ews 
conducted dur1ng two tr1ps to N1caragua, 1n November 1990 and 
March 1991 At f1fteen of approx1mately 37 local producers 
aSsoc1at10ns meet1ngs were held w1th groups of ten to th1rty 
d1rectors, members, and managers, and slte V1s1tS were made to 
farms, stores, and other assoc1at10n fac111t1es. Interv1ews and 
d1Scuss10ns were not formally structured by a survey 1nstrument, 
but were nonetheless 1n depth and analyt1cal dlScuss10ns of 
current cond1t1ons, problems, and att1tudes - focuss1ng both on 
the agr1cultural enterpr1se and the producer's assoc1at1on 
1tself Three 1ndependent, pr1vate cooperatlves were v1s1ted and 
lnterv1ewed 1n equal depth 

Slm1lar 1ntervlews were held w1th each of the SlX pr1nclpal 
cOIDPod1ty assoc1atlons, and, 1n add1t1on, a separate V1s1t was 
made to a regularly scheduled board meet1ng of the coffee, 
cotlon, and llvestock assoc1at10ns. Interv1ews were conducted 
W1tl the Pres1dent and Execut1ve Secretary of UPANIC, and the1r 
legal documents and account1ng procedures were rev1ewed br1efly 
The operatlonal and organ1zat10nal act1v1t1es of UPANIC were 
observed f1rst hand over a per10d of several weeks, as much of 
the work 1n preparat10n of the proJect was carr1ed out 1n the1r 
offlces 

AddJt10nal background was obta1ned from 1nterv1ews w1th 
representat1ves of the Nat10nal Development Bank, The N1caraguan 
Investment Fund (FNI), lNCAE, The N1caraguan Development 
Foundat10n (FUNDE), The N1caraguan Cred1t Un10n Federat10n 
(FECANIC), the M1n1ster of Agr1culture, the Nat10nal Un10n of 
Farmers and Cattlemen (UNAG), and USAlD. Two reports by NCBA, 
ACDl, and VOCA, "Estud10 Prel1m1nar y Explorator1o del sector 
Cooperat1vo y Assoc1at1vo Agropecuar1.o N1caraguense" and "Pr1vate 
Sector Agr1cultural Organ1zat10ns 1n N1caragua: Problems and 
Opportun1t1es" also provJ.ded useful background. 

II. PRIVATE AGRICULTURAL ORGANIZATIONS IN NICARAGUA 

The current organJ.zatJ.on of the agrJ.cultural sector J.n NJ.caragua 
J.S the dJ.rect result of a per10d of extreme polJ.tJ.cal, economJ.c, 
ano socJ.al upheaval. -It has been transformed dramat1cally, and 
1t 1S subJect to contlnued transformat1on 1n the future. The 
1nst1tut1ons do not f1t 1nto the tYPlcal mold of publ1C and 
pr1vate sector 1nst1tut10ns of other Central Amer1can countr1es, 
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and It IS llkely that the development of these lnstltutl0ns wlll 
contlnue to be atYPlcal The attached graphlc lays out the baslc 
framework of agrlcultural organlzatl0ns ln the current Nlcaraguan 
polltlcal settlng As can be seen, there are three prlnclpal 
Instltutl0ns supportlng Nlcaraguan agrlculture - the Mlnlstry of 
Agrlculture UNAG, and UPANIC 

A UNAG AND THE GOVERNMENT 

The Mlnlstry of AgrIculture IS currently lImIted In Its abIlIty 
to provIde tYPIcal technIcal support serVIces to the sector 
because of both budgetary llmltatl0ns and organIzatIonal problems 
that the government has suffered generally ln the transltl0n In 
addItIon, the POllCy of the Nlcaraguan government IS to attempt 
to restrlct the growth of government In the future as part of the 
overall management of the economy, WhlCh has been plagued by 
hyperInflatIon and exceSSIve growth of a non-productIve publIC 
sector. 

UNAG IS the umbrella representatl0nal organlzatlon for the 
agrIcultural sector that was created by and supported under the 
Sandlnlsta government Its base level organlzatlons are the 
cooperatIves that were formed through agrarlan reforms and land 
conflscatl0ns. UNAG Itself was created as a polltlcal response 
to UPANIC, WhICh exerted Itself as a strong opposltlonal VOlce to 
the Sandlnlstas In the early '80s. Whlle the UNAG system 
represents a slgnlflgant number of farmers, lt suffers from two 
SIgnIfIcant flaws. FIrst, the member cooperatlves were formed 
prImarIly as an expedIent solutIon to polItIcal and soclal 
problems, but WIth no regard, WIth a few exceptIons, for 
productIve potentIal or bUSIness management Second, the serVlce 
dellvery system establlshed through UNAG by the Sandlnlsta 
government featured levels of SUbSIdIzatIon of credIt and 
supplles that VIrtually bankrupt the system UNAG IS 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 commodlty 
aSSOCIatIons - UNCAFENIC (coffee), CAAN (cotton), and FAGANIC 
(cattle). These assoclatlons were orlglnally Interested In 
protectIng theIr members from what were perceIved as threatenIng 
polICIes of the Somoza government. When these assoclatlons 
formed UPANIC, then, the Sandlnlsta government recognIzed It as 
legltlmate representatIve of the non-Somoza prIvate sector Its 
legal status, In fact, IS based on a law WhICh created a seat for 
UPANIC In the new congress. As the Sandlnlsta government became 
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more and more restrlctlve of prlvate sector lnterests, however, 
UPANIC began to functlon more as a strldent mlnorlty VOlce ln an 
adverse polltlcal enVlronment 

Slnce ltS creatl0n, and as part of ltS representatl0nal role, 
UPANIC has also promoted the lncreased organlzatl0n of the 
commodlty and local producer assoclatlons, wlth rlce, cane, 
sorghum, banana, and dalry JOlnlng; but the essentlal 
characterlstlc of the UPANIC network lS that the producer groups 
created UPANIC and not the reverse. 

UPANIC lS technlcally the umbrella of a federated system, In 
WhlCh the dlrectors are representatlves of seven natl0nal level 
comrnodlty assoclatlons, WhlCh ln turn are dlrect representatlves 
of local level producer assoclatl0ns. ThlS federated system does 
not operate, however, ln a pure form of hlerarchlcal 
organlzatlon. Because the whole system emerged from bottom to 
top and ln dlfferent commodlty groups, there are slgnlflgant 
dlfferences from commodlty to commodlty ln ~he roles of and 
relatl0nshlps between local producer assoclatlons, the natl0nal 
commodlty assoclatl0n, and UPANIC. The speclflc relatlonshlps 
are treated below 

UPANIC currently has a Board of Dlrectors, Presldent, Executlve 
secretary, part tlme accountant, two secretarIes, JanItor and 
watchman. TheIr offlces are rented, and they own capItal 
conslstlng prlmarl1y of one vehlcle and offIce equIpment. Thelr 
prlnclpal sources of revenue have been membershIp contrlbutl0ns 
and donatlons recelved from forelgn donors. 

The Board of 01rectors 1S composed of 28 DIrectors, SlX each from 
cotton, coffee, and 11vestock (the orlglnal founders of UPANIC), 
and two each from sorghum, rlce, dalry, cane, and banana 
assoclatl0ns. The Dlrectors for each commodlty are 
democratlcally elected by the members of each commodlty 
assoc1atl0n. The Board meets on an approxImately weekly basls 
as the prlnclpal forum for dlscusslng prlmarlly POllCy and legal 
problems and Solutl0ns. The same board meets annually to handle 
off1c1al bus1ness such as bylaw changes, electIon of offIcers, 
annual budgets, etc. 

There has been only one Presldent of UPANIC durlng ltS eXlstence, 
wIth electIons havlng been held several tlmes, but not regularly. 
The prImary reason for the contlnued tenure of the current 
Presldent has been the percelved need to malntaln hlS senIorIty 
and experIence In representatIon WIthIn COSEP and before the 
government 

The Executlve Secretary lS the permanent presence 1n the UPAHIC 
offIces. He wrItes artlcles for publlcatlon In newspapers and 
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pO~lllon pleCeS fur communication to the government, donors, elc 
He l1so olganlzes M(etlngs of the Directors, communlcates with 
CC'JPlIo(h ty i1nd 10C'.1l ClSSOClcttJ ons on current lOPICS of Interest, 
ussl~ls In 1hc coocrilnatlon of legal serVIces, and serves as an 
Illf0.rn1al elf' 111 ngl1()1Jse of a varlet.y of 1nformatlon for member 
<:U,,:OCl,'t"llons 

In lhe early '80s, UPANIC receIved a grRnt from USAID ~hlCh 
P~)Plltlod t.~e VLOluJcment of vehIcles ind hIrIng two staff 
0(Lnnm]~ts In SllPP01t of theIr representatIonal actIVItIes 
" Illce that t 1me, hmlevc->r, as the ag1] cuI tural sector contract.ed 
me'Ibl3r uUPs J8re reduced find UPANIC' s scope of actl VI tIes have 
bc(.>n 91. eatly cut back UPANIC currently operates Wl thout a 
[OL mn.l b\ldget Ih"111ber dues have been reduced [rom $30jmonth to 
$lO/Hlonth, aldrol...l<]h lIle plan IS to Increase them back to the 
ullglnal level In the near future DurIng the last several 
ypars, operatIons have been conducted at a mInImum survlval 
lovel, wlth t.he Executlve Secretary's salary beIng cut from 
$1,500 to $350/mo, and muney beIng raIsed tnrough tne sale of two 
vehIcles, and occasIonal cash bhortfalls beIng covered by 
pPlsonal loans The Fxecutive Secretary has made up some of the 
salary loss through a lImIted wholesale supply operatIon to 
member aSSOCIatIons There are no formal fundraIslng actIVItIes 
as a matter of POlICY (due prImarIly to restrIctIve laws under 
the former SandInlsta government) 

WhIle UPANIC IS curlently carrIes out very lImIted actlv1tles, 
theIr SItuatIon nceds to be Interpreted WIthIn the Irstitutlonal 
context of the country The fInanCIal problems are to a large 
degree a result of t.he tremendous contractIon of the prIvate 
ayrIcultural sector cotton productIon IS at 25% of Its 
hIstorIcal hIgh, coffee productIon IS off 50%, and the value of 
beef exports IS npproximately 20% of what It was twelve years 
ago The Impact on prIvate ploducers 1S compounded by the fact 
lhat the prIvate scctor's share of productIon has also been 
reduced from iOO% of the total to between 40 and 70% 

For the purpose of an Implementational entIty for thIS ProJect, 
UP~NIC offels the great advantages of strong InstItutIonal 
Identlty, recognIzcd leadershIp, experIence In representatIon and 
polJcy dIalogue, the abIlIty to organIze and mobIlIze ItS member 
aSSOCIatIons effectIvely, and a very approprIate sense of 
owne1shlp by the local member aSSOCIatIons GIven UPANIC's 
experIence and lelatlonshIp WIth lts members, no other 
organIzatIon can compare In 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 ('halacterlstJCS of the ('cmlllodlty and Local ASSOC.L3tlons 

a CowMan CharacterIstIcs 

Tne makeup of assoc 1a1_10ns '11 thln each commodl ty glOUp 1 s 
dlfferpnt, but there are R few lmportant gcneralllatJons thdt 
apply Flr&t, these assorlatlcns were formed by fatmers out of a 
'::>trongly perccIVl-'d I,ced to be lepreSeJlted and defended, fllst 
~Ilhln the reprrsslve POllClrS of the SomOla government, and tllen 
J n the ho!o->t lIe envlronmpnt of the SandlI11sta gOYE-=-rnment TIns 
has created a sense of Hnl ty and ('oopecatlon for thl:! COl-dllon good 
that lS Ullusual \41 thJ n the prIvate sector 

Second, the 1,lembers are purely prIvate sector, and thp 
aSSoclatlcns ale managed w11h a stJong sense of botlom 11ne 
dCColmtablll ty In Vll tually every aSSOCIatIon serVIces and 
COO pel atl ve type commercIal enterprIses 'vere fOl fled to gene! ate 
revenue lo enSUle the vlability of the aSSOCIatIon 

ThIrd, the whole netwolk was created from the bottom up, and 
there IS a &trong sense of ownershIp of UPANIC dnd the commodlty 
aSSOCIatIons by the local producer aSSOCJdtl0ns ~he npnbers 
generally exples3ed confIdence 1n UPANIC and the c'mmodity 
aSSocldtlons, wIth the r~&elvatl0n that they shouln MaIntaIn 
theIr representatIonal role There viaS also a goo' "ijstem of 
frequent communIcatIon between local and natIonal leaders, b~sed 
In large part on the healthy feelIng that the local aSSOCIatIons 
own the natIonals 

In addItIon, the farmer m~mbers of the producer aS~OcIatlons, 
whIle they are sOClo-economlcally dIverse, tend to ave personal 
characterIstIcs that contrIbute to the strength ano stabIlIty of 
theIr organIzatIons FIrst, leadprshlp--mO&t of the member 
falmers come from the better educated segment of SOCIety, and 
most are farmers who felt a strong sense of CONmlt~ent to theIr 
comMunIty Second, dedIcatIon to agrlculture--alm~st all members 
are full tIme producers who lIve on and work theIr own land The 
very large Somoza estates and the land of most absentee 
owner/farmers was confIscated In the early SandInlsta days The 
result IS that In many cases the producer assoclat ons are 
organIzatIons of prIvate farMers that share many characterIstICS 
WIth North AmerIcan glanges, farmer unIons, or serVIce 
cooperatIves, WhIch have been generally qUIte successful as 
compared WIth the more tradItIonal SOCIal cooperatIve of LatIn 
AmerIca 

FInally, each of the aSSOCIatIons 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 productIVIty, but WIll 
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bU1PdSS ~hem and assume the role of agrlcultural leaders of 
Cpntlal Jr,prlca They have very hIgh expectatIons for themselves 
And for the potentlal of theIr aSSOClaLlons to provIde many of 
the seLVlces they wlil need In thelr recovery 

b SpeclfJc CharacterIstIcs by CommodIty 

1) Ilvpstock 

F~GANTC IS the natIonal level federatloP of llvestock 
n~soclat'ons It tJas fOlmed In 1979 by prIvate cattlemen who 
welG dJsconLent wIth the replcsentatl0n gIven to the sector Dy 
the AGN (ASUcIBcl0n de Ganadelos de NIcaragua), WhICh was 
perc8Ivprl as beIng under the Gontrol of the Somoza Interests 
rAC\NIC IS the largest commodIty a~soclatlon wl~hln UPANIC wlth a 
pC1Manent offIce, several employees, vehIcles, offIce equlpnent, 
etc , and ~lth 25 menber local lIvestock aSsocIatIons 

operatIons are s~pported l~ a volun~dry cneck off on anImals 
passIng through the slaughterhouses, the proceeds of WhICh are 
dIvIded between the local and natIonal assoclat10ns There are 
approxImately 6-8,000 farmers affIllaced wIth the local lIvestock 
assOcIatIons, but the exact number l~ not clearly defIned because 
~any of the assOclatlons have reducen act1vltles and lost 
membershIp durIng the recent perIod c: economIC hardshIp The 
estImate IS that FAGANIC affIlIates account for 60-70% of 
natIonal beef productIon, or a value of output of approxImately 
$30 mIllIon 

FAGANIC Itself IS purely representatIonal at present, wIth the 
prInc'pal concern beIng repatrIatIon Jf confIscated land, 
nnlmals, and propeLty to the owners :p the past FAGANIC 
provIded technIcal serVIces through regIonal extensIon 
representatIves, and In the early 1980's theIr program was 
suppolted by an AID grant The local level lIvestock 
aSsocIatIons generally represent membersh1p of 200 - 400 farmers 
In addlt10n to representIng theIr pollt1cal and legal lnterests, 
the local aSsocIatIons generally maIPta1n a small (1 e. Inventory 
of $5-15,000) supply store, IncludIng veter1nary pharmacy, and 
some provIde other serVlces such as Ecales, corrals, vet 
servIces, coordInatlon of delIvery to slaughterhouses, art1fIclal 
InsemInatIon, and technIcal assIstance. 

2) Coffee 

UNCAFENIC IS the umbrella coffee organIzat10n Of the 
apPLoxlmately 10,000 prIvate coffee farmers, there are about 
5-6,000 aff111ated wIth UNCAFENIC. UnlIke FAGANIC, however, the 
natIonal level assocIatIon 1S qUIte weak, w1th no offIce or 
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rC'l r "ll-,pnt emploYl?cc;, nnl 1118 lc>adp]ef)JP lns lLad]'Ll(~ni1Jly cll'crg0'U 
dt JU('ll levels 

rrne 10cCll 1ssocla'Llon~ ar~ en:g811J2 d 111[,0 4 reglr.,ns \'1 11-1)1n 
tho"G C(;,glonc; thcne vas 11.udltlonally n 11clnurk of rll111)(al 
1c;~oCJ<l11011S or cClml111ttr r s l;dtagaJpa In the ('aJ-ly 30':::" fur 
.; ,...Irlple, had a to1al of _bout 7,000 J'lcJttl"'erc; wllhJI1 11s 1eg10n, 
blrkcn cw .. 11 Into grot/ps )f as fefl as 30 [~lLJ f'rs Dl,rJ n'J l J1f::! l~ 1.­
ten ye~cs, th<? bm~11t r gcoups of fi1Jrt JS have rll~sol' 'd, wIlh 
only about a d07("n heal ~c.>.3oGlal]\'ns ~l.iLVJV]ng In <l tCI (;}lhle 
tJiiy 

Tne (of fee i1sso<. liit 1 ons 1 cnd 'Lo be l' J."~'Jll"hly h()'L~ I () j ('Cnl,S In 

1}j(' laheup of thoJr rtC>,lh'-.Js, \vllh '-1)l'IG very li1Jge, "",CG'"('cllum, 

and <:,Cll'ile smaller P10<.'l1l\CLS Cl)ffpG Lnmels ~l...,o l'lld to 03 1,1)\(11 

lJltO ihe socIal fRurIc of h1ll<:'Jde plu{lllCi,lon, WJth c]C'::'e 
physIcal lIes to ne1ghhurlng fallilPrs \.,rho ,flly or rny not lJe 
a""SOClctt.lon member S 11"1l1Y of t.he 1E i1d ~rs dl ong the \ offal? 9'(OllPS 
<11 e I-]ell pducateci, Wl. b'l ,:>(:!ve.l al haVing <.jr"l.dudte de~L PC S The 
I~salepe assocIatIon had two PhD's among ItS Members Jt one tJme, 
dnd JdS a tec..hnoll,)glcal ll'lder In CeIltI;)l Amerlca 

The local assOcIatIons f ,mct.] on very lUnch llk.e sel' Vll~e 
cooperatIves, and are \}[ten n~felrpd to "lS flCoopl~laclva5", hut 
could not be offlclall 03roed a cooperative WIthout afflllatlon 
to the sdndln1sta 0ovelnr~nt through UNAG They have supply 
stor0s, and hdve In the P?st provlded a wIde rdnge of technlcal 
sel Vl ('es, lncludlng tC("!ll11cal ass 1 c, tim ce , St~mlnars, ("Pl' t 1 fled 
seed P.lOductlon, collectlon and sale of baSIC gralns, ~pplled 

rebcaclh, and marketIng asslstance 

3) Colton 

C}\N repLesents 3 local ac;soclatlons, each of whlch IS, 1n 
essence, a coopelatlve cotton gIn Thele are ~bout 80 La 120 
members In each assocl~tlon, WIth about 120 manzanas of cotton 
per member Taken as a whole they represent about 50% of 
natIonal productlon 

An Independent coo~~ra lve of small cot.ton growers wllh about 
1200 members has recen1.-1y applIed for membersh1p 1n UPANIC 
thlOUgh CAAN, and the lnd1catlons are that they wIll be admItted 
CAAN ltself does not have an offlce or permanent presence, but 1S 
merely the name under WhlCh the three assoclatlons meet The SlX 
seats on the UPANIC Board are d1vlded two per assoclatlon, and 
each operates Independently of the others As cooperat1ve glns, 
each assoc1atlon owns c cons1derable fac11Ity, and processes and 
markets Its members cotton, 1n addIt10n to sel11ng supplles and 
prov1dIng technIcal serV1ces The g1ns, however, are operat1ng 
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,it well below capacily due to the declIne In cotton produclltn, 
(ind Lhe dSSOCJatluns' serVIces a£s consIderably cut back 

4) RIce 

'1'11(" T~a1 J 0,;<11 RIce CroJ€l.. 's l~C's()cIatlon (ANAR) 1S a t1ghtly held 
1l1d E~fflCl E"nt 0lC31rllldtlon of ;:;.bout 85 IrrIgated rIce IJrofVers 
Tt ~as establls~rd In 1979 wllh ?,OOO shares beIng dlslrlbuc~d 
1 01!g rhe m<.mJ)(-"LS In plOrOJtJon to the amount of land In rIce 
l'h 1 s ) s the Olle excepiJ on In v.lh1Ch the natIonal assoc] atlon \,.,as 
l01'11"d f J1 st and l1!e fIve local aSSOC'la I Ions later, wIth the 
I1dtJul1al dSSOC'1di ]un })e1ng lhe prlmary provlder of SelVJCeS 

h.NJl.R l \ms tuo sllbs ldl dry enteL In lses, C'OARSA and ANASLllILLA 
rO\RsA IS a malkpllng agent th3t handles only about 4% of the 
counlry's J Ice, but WhICh was formed both as a means of 
cOJlGGt11lg dues and as a hedge ~galnst unfaIr prlclng by other 
rIce m1JKetJng agents. ANASEMILLA IS a certIfIed seed productIon 
company, thdt Includes a 400 mz farm and processIng plant ANAR 
nad lnother enterprlse, TEC.HNOAR, that was supported wlth an 
$80,000 AID gr~nt 1n the early '80s to conduct applIed research 
and tec11 )ology transfer It was dlscontlnued after AID suppo£t 
was cut off by the Sandlnlstas ANAR members produce bet'i.veen 35 
and !)O% l)f natl0na 1 rlce prorl.uctl.on, dependlng on weather 
condltlc s (1 e In dry years thelr lrllgated rIce has a larger 
sha1 e or tIle total) 

b) SOlyhum 

The Natlt)nal Sorghum Producer's Assoclatlon 1S the least formal 
of the c ganlzallons, WIth ab01lt 170 members and several local 
COMTlltte~~, none of WhICh has a permanent offIce or technlcal 
selVlce The functIon of ANPROSOR has been representatIonal, and 
they have conducted analyses of the problems of thelr sector and 
have ~0ll.CIted asslstance from the government and lnternatlonal 
donors However, sorghum productIon tends to be assoclated WIth 
cotton, llvestock, and sugarcane enterprlses, and many of the 
sorghlJm producers mIght conslder themselves prlmarlly cotton 
growers, etc 

6) Dalry 

FONDILAC IS the mllk producers' aSSOCIatIon. It was formed In 
1966 wlth the purpose of proceSSIng Its 400 members' mIlk and 
provldlng technlcal serVIces It now has 135 members stlll 
makIng £egular dellverles to the plant, and It 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 ltself has 17 employees, half the number It 
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Jl~d In 1979 La SelcLta has d c~paclty of ?8,OOO gallons and IS 
cur[ently ploduclng abollt 8 I 000 ,.:n11ons/day 

r I I IN< fI1LJ'l'I0'Ji\L ISSUES, 1> LfF 1";'. TA rT vrs, MW qECG, lj IfNDFD APr! ()p.r H 

In arld.re c,Sl11g th(~ lnstl'lutlunal l (,nCel ns In the ProJ(~ct, the 
<1(>S10n h33lTI ronf,ontcd a '-E-'rJGS of Inh'L.relFl'lpd )'-.t,LH?S ::'l111e of 
loJhlLh nr-0(1ed rp30lutJ on Gl'fore utl (s c('ulrl be resol vpd rJ'e ret,t 
of the In:o:.tltutlonal an,llY',lS tl11S tdc3IC'-.oAS th(~,e lC,SUCS 111 the 
(}ldE:::r they ne(~d(>d to be .resolved Jlld jJrovHl-.;s l:18 ,:>Olll1-10iiS [o.e 
~;le VJJJOUS a<1mUlJbi:ta\...lVC 'illd <lC>J'J<:;('l P llt lS~,1('?3 of lne I'LO:'Lt 

ISSUE II 1 Inst 1 tull0nal Dev0 l(~ i'l ,Slit '7S Pl:. COllC lIon TJ1P'3.L t 

The dl] ~ mma of the NJ caral.jlldn -(j' 1Cdli.n) 31 .::-C'c..lUL' IS 1 hat Doth 
~2rVlces aLe vlItually n()n (=xl:o:.1 (111.. :l.nd It:.."(~ls of prof1Lable 
p.roduct 1011 that \.lOuld no.ema] 1y gcnPl :lte n~venlle to ::,UPPOL t l he 
pIOVJbl0n of serVIces ~Je 20- 4 0% of ~hdt 1h~y were len yl nlS AgO 
The problem IS COH1pottnded by the plo~peLts fa.e rJcvplOl' ent of 
sel VIces In the publlC sertor It IS 1m 11 kcly t hat gove..rnr!l"nt~l 
pollcles Wlll permIt an expanSIon of t~chn]cal sPIVlces thdt 
would be tradItIonally provIded cy the M1nistlY of Ayrlc..ulLu..re 
UPANJ C and ) ts 1Uember aSSOcIatIons no lU11ger provl.le St'rV1ct?s due 
to l..hClr weak fInancIal POSItIon and are PrJ "Idr lly 
representat10nal at thIS pOInt In tIme ThLse serv1C~S ale 
lmportant to grow~h of the sectur but are normally dIffIcult to 
prIvatIze 

The ~lestlons that are laised In prO]eLt ~pslgn as a result of 
thIs dIlemma are 1) how much of Pro]f-'ct resour(~ps wl]l be 
dedIcated to a general strengThenlng of UPANIC a11d the .;ommod1ty 
aSsocIatIons to create be~te.e rep.eeSPlltlt10n3l olg~nl~atl0ns and 
how much WIll be dedIcated to technIcal and C01'1Ttle.eCJ a1 ::.-.erVlce 
delIvery at the farm level? and, 2) should lne proJect fund 
nc..tIvItles that can have an ImmedIate Im~act on ploduLtlv1ty but 
WhICh eIther tax the InstItutIons or are 110t ~ustaJnable? 

The relevance of the fIrst questIon 1S Illustrated by the number 
of pr1vate sector umbrella 0.egan1zatlons that have been created 
and supported In development proJects In Central AmerIca, 1n 
WhICh the conventIonal WIsdom IS that the representatIonal role 
IS of prImary Importance for the prIvate sector, and In WhIch the 
dIstrIbutIon of resources IS hIghly shewed to the cre~tIon of 
central offIces wLth hIghly traIned profeSSIonal staff 

FIrst, It IS Important to recognIze that wIlh the exceptIon of 
development of nontradItIonal exports where farmers have lIttle 
experIence, the prIncIpal constraInt to the rapId development of 
the agrIcultural sector IS fInanCIal, not technIcal. ConstraInts 
for development of nontradItIonal agrIcultural exports are both 
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tcrflJ)J( 31 and flnanclal The sector IS decapltallzed and 
Illl<j.lll(i The most lJolpurt dnt short to lnedlum term role of the 
pz"Os 1S ] 1 kcly to be asslsldJ1Ce In the provIsIon of crealt and 
111\i{;-SI'TLllt capItal lo the prIvdte producers. The exact lole of 
the PADs In (he prOVJS10n of credIt JS undefIned gIven that there 
ate no 1.1 t"11,~(L "lte ly JV;:l1 lab] e"> f J nanclal resources for credIt 
tie In E-l: y The clear Fnp)) CdtJ ons, however, are that 1) In the 
trnrilllunal ~yrlcI111ul~1 sc~tor, the Impact that wIll be achIeved 
by tc.:( 11nH .. 3l ~SSl..,i anc(~ a1011e through thJ s proJect are 
1 nc::] <J I1J flc-mt comp1.rEd to 1 he magnItude of the problem and the 
r ott 111 1tt1 J l'1pact of flll01'C] al Llssislance, and 2) an Important 
corsldeLJt 10n 1n provIdIng RSsIstance to the PAOs 1S to enS~Le 
that th@ Jn~tllutlons are ~ell prepared to represent thelr 
mPFlbcrs 111 1 he evpntual J (1 ntIflcatlon of sources of creul t, 
lI1V(>St 'lK1lt (~apltal, and [lnanclal assIstance, and to .ceact 
effeclively and approvrlately to the condItIons under ~hlCh the 
f] lv,nClw1 IS dval lab] e 3) For the development of noni..radl tlonal 
expolts, ~he PLovlslon of t~~hnical aSSl&tance In productIon and 
lnarketing does have real roy offs wIthout ImmedIate credIt If 
farmers Lan adequately produce an export qualIty crop, 
credIt IS often avaIlable fro~ foreIgn produce companIes 
Inlele~ted In purchasIng Lhe produce or other sources 

It 1 S ,q'mlly Imp()rtant to recognIze that the reason for most of 
Lhe PAOs' eXIst@nce IS to represent theIr members, and that thIS 
wIll most lIkely contJnue to be the prImary force that sustaIns 
them In Lhe future RepresentatIon at the natIonal level by 
UPANIC has, In 1...he past, largely consIsted of defendIng the 
~embers' Interesi..s agaInst the polIcIes of a hostIle governMent, 
and has entaIled a prlmdrlly reactIve posture In an adverse 
erwlroIllnent In i..he future, wIth expected pOll tIcal and economIC 
charges, however, repre&entatlon WIll mean somethIng very 
dlffprent--lncludlng, mdking posItIve recommendatIons to 
supportl~e government, and ldentlfYlng and reactIng to 
opportunitles (market outlets, sources of technology, etc, as 
well as fInancIal opportunItIes as mentIoned). 

Another Important consIderatIon, however, IS that the local 
aSsocIatIons wIthIn UPANIC were formed Ullder the phIlosophy that 
theIr abIlIty to represent the prIvate farmers depends prImarIly 
on the number of meMbers dnd the bond between the local 
assocIatIon and Its members ThIS bond IS a dIrect result of the 
delIvery of tangJble productIve serVIces on a day to day baSIS 
That IS, at the local level, there IS no necessary InconsIstency 
between serVIce delIvery and InstItutIonal strengthenIng In the 
context of UPANIC prIvate sector assocIatIons. 

ConcluSIons and RecommendatIons The proJect approach that IS 
most conSIstent WIth the InstItutIonal settIng IS to bUIld upon 
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the Jlnlural (~atacteTJsllrs of the DP1NIC ne~ber aSSOc1at10ns and 
nctr,ork, and ~hould h:1ve LWO l)rlnClp3.J components 

2) d 1 J rct the <]1 C"lt ))11] k of L eSUllL ces '0 --.,uppOJ'l actl Vl t l( S 11Jat 
\))1] h-ve a I'leasu.L21hle 1J r'dct on pr0d,-,ci IVl~y and pl"Ofltablllly 
l.t tf'e f lrm levpl 8nd \-I}n ch C 1n bf'co ,e f1 l1(lJ lcl ., lly .3\lst a l1nble 
The <;1 { (~l t 1G [el tit lonsll 1 p 1)etl.1Cen c:tl ( lJ'J1.. 111?I1J 1Jg of 
rppt(~lnti)ll(mA.l And dlL(3Ct tpchl11Cll ~(-LV)CCS should be <..<s 
fo11r '0." 

1) D1l(lct.ly stH~n(jthen '(he lechplu~l dl1 d cC''tmerTlal 
GP,V1CCS of local level plod~cer dJLOC1ailons 

11) PL ov 1de SltprOl t to the serV1ces of UP\NJC and Lhe 
Co ,mod1ty ~SSOCIcttlons 1f they dlcectly ~~ppolt 1he locnl 
d<,--.,uc1at lons and could not be cd.rried out locally Gl ven 
the spcclallzed nalure of selV1ces needed for e~pott C1UP 
pLoJuctlon, aSsIstance should be provJded through an 
o.ganlzatlon cdpable of prOVIdIng lhebe s@rVlces to local 
aSSoclatlons And producers InstLJd of provlding each 
assoclat lon \ll th a sMall amount of lss1stance 

111) PrOVIde TA at all levels, as needed, In 1mpro~ed 
adm1nlstratlon and olganlzdtion 

IV) SLrengthen1ng of the dellvpry of lechn1cal and 
commen ... lal serVl<~es w1l1 result 1n liieasulable InC'~eases In 
ploductlVlty and profitablllty, wh1ch 1n 3nd of Itself wl]l 
JustIfy the project 

V) The a~s]stance provlded In 1, 2, and 3, ~lll, 
a~dltionally Jncrease membershIp, lncrease aqSOclatlon 
Inc0me, lmprove communl( atlon at all levels, and create a 
gleater InstLLutlonal presence 

VI) Because there are few formal representatlonal 
activitles that can be discretely Jdentifled, supported, and 
whose results can be ObjectIvely Measured, the project wlll 
prOVide only lImIted aSSIstance In SUppOlt of 
representatIonal functIons 

VII) The combined results of 5 and 6 WIll adequately prepare 
UPANIC and the PAOs to represent theIr members as w1l1 be 
requIred In the future 

11 



Annex B 

rSSUE # ? Deslgn of ASsIstance 

(.] en Lhe ~lrRtegy uf provldlng asslstance to product1ve serVIces 
ctl J Jlrcltlllg It fcom the local aSSocIatIons up, the questIon 
t/J~(S how lo Jcslgn the specIfIc programs of assIstance The 
:tIt r LI1Rtl VC'S ,1'e to Opc,lgn speclf lC plograms of asc::u,tance for 

t I~e PIC'c, puor to Jlllp]pmentatlon of the proJect (the actIvltles 
1~1 t.,.J)J ( h ~'10111d be Vlp) rmented dur1ng t he proJect), or to deslgn a 
,y~icm for ~~lc~1 )ng propo~als for RssIstance, wlth the proJect 
lllC lu(11 ng l~ct..L v III (:'3 1n support of the desJ.gn and sele~ tlon 
r)J C C :~ s p,s ",pI I as 1J lplf'mentdt1on of the sel. vJ.ce progral"ls 

The J CCOrlll\Cndccl dllpr o(lch 1S the latter for support sep, lces for 
lc '(lJlJonal agrIculture for the followlng reasons for three 
i.JL ] Il( ] pa 1 I eo. ,01lS 

1) Tnpre ace too many dIfferent assocIatJ.ons wJ.th dJ.ffe1ent needs 
to ~tanctar(11Ze an approach or desJ.gn dlfferent approaches In 
ple-proJect actIvltIes 

2) TIle conct1 tlons of the agrIcultural sector are changu'g too 
qUJ .. ckly to Ident lfy the constral.nts that ml.ght be most 1 lpOl t;:mt 
a year 01 two l.nto the proJect 

3) The PAOS wlll need to develop new approaches to new ~ oblems 
r~ortunItIes that they have not faced In the past, and w~ll need 

tJ~e and ~uslstance 1n analyzIng problems and com1ng up wIth 
apprnprJate and feaslble programs 

The Impllcatlons of takIng th1S approach are that 

1) The proJect needs to be front-loaded w1th aSs1st 'ea 1n 
d8veloplng proposals 

2) An effectlve method of select1ng the best proposals 1S 
needed 

3) There 1S a slgnIflcant management burden of accownt1ng 
for and supportlng a serles of dl.fferent sub-proJecLs. 

support SerVlces for Non Tradlt10nal Agr1culture 

Wlth the advent of the CBI and 1ncreased AID emphasls on support 
for trade and outward orlented econom1es over the past 10 years, 
a slgnlflcant body of knowledge has accumulated on the types of 
serVlces necessary to support lncreased non tradl.tl0nal 
agr1cultural exports (NTAEs) and the1r respectlve 1mpacts ThlS 
knowledge 1S the result of an over $180 m1ll10n AID lnvestment 1n 
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(lOP JJvrrs1flcatlon and non-lcnrt1i lanaI a0~lcu1tllra1 ex[ort 
progcuns Slllce 1985 1n CRr AID ass1st.ed COUIli llCS 

;0.. .10nrnlJpr 1~90 Li\C BureiJu und PPC/CD1~ stLldy pnt.1tJed "F'\.lJOlt 
r, uf'iu1 Ion and Tllve<:>l.''1<"'nt PI umot1011 SUSl..Glll<'\b tl1 t.y and r:;[f(-"C'i 1 v'"e 
':: t- t V 1 c e Dc J J V ( t y II 1 d t' n t 1 f H~ d f 1 V e d 1 f f I..! 1 U) t. 1 11 S t 11.. u t Jon 31 'rTj u rl e 1 s 
In "ogue and' ome crlh=>na [or Cf'OOSlJ1g ,~mong t 11em. rLe ,1(Jch'l 
u~(~d and the .Jay that c,elV1C(S are f)lOVlClpd 10 (llvelslfy 
110dUt tIon to NTACs rteppn~s on the clIentele to be ~elled 
(folel'Jn Jnvesto.ls vs ]or::al Pf\)(J.ll(A?lS) , the type of PX]':,tlng 
111..:>t1tutlonnl c"tIllctllle that (,-1n l)e Lse foc UJIS ptllpvse 
(n(':llbl..t [11 p, ~oVP} nJUt"'n'l., IJ1uep(>ndent pr l V.-'t G (. nlll y, or PJ 0 J~c t 
',lplcITlC'ni at lon (Jlut), and w(lcther Lhp px\)g.cJll1 pruP<1rlly provJ.dps 
Lonc~ntrQtcd, cu~tom1led a~~I~L1nre to a fe~ idIgl..!icd flITIS and 
PI Odul_(~rS or stnJ1drlrdJ zed tlSSJ ~t, nce d 1 f ft" E~ti r'J.cross a lAr':jG 
numbec at f 1.i ms and producers (CvstOlll1 7ed or ~ taI,or:irdl Zf'd) 'PIe 
follow~ng n.re the fIve models 

1 Govenlment un 1 t provIdIng dlffu.."e 1 rupae c, ~u..,,1 ellnable, 
stallual dlzed serVIces for Invest.1H::nt profflc toLon, 

2 rnuepend~nl prIvate ent1t.y, plovJd1ng concpntIaled h10h 
lmpdct, bllt IIHllted sustaInable, c..USl.OflllZtd '::Jerv](~es for 
lnveblnent promotIon, 

3 Hembership organl zallon, provIdIng dlt f u~e lTt1 pact, 
sUbtaInable, standardIzed serVIces to mcmbecs [or export 
promotJon, 

4 Donor supported proJect lmpienentation unIt provIdIng 
concenllated hIgh Impdct, low sustaInable ustomlzed export 
promotJon serVIces, 

5 Targeted prugram wlthln membplshlP org~nl?at1ons Plovldlng 
cu~tomlzed eypolt promotlon serVlces. 

Several general concluslons were reached The filSt was that 
export promotlon and InvestMent promotlon requlre dlfferent 
serVlces and dlfferent Skllls, and as a result should be housed 
In dIfferent organlzatlons or at least se~ldraled as very dIstInct 
proglams wllhln a slngle organlzatlon The same 15 true of 
customIzed versus standardIzed Informatlon and of agrIcultural 
versus manufacturIng promotIon However, It was pOInted out that 
there IS no perfpct model In terms of Impact and hIghest return 
on Investment and that, If possIble, a mod~l should be cuslomlzed 
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 medlum and large 
farmers In the local producer assocIat10ns WhICh have suffICIent 
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Lapllal to lnvpst In sush efforts. The only eXlbtIng 
Instllut 1 0nal Illfrnbtructure to provIde aSsIstance In the NTAE 
aLea IS the Nlcdlaguan ASsOcIatIon of Non TradItIonal 
~~rlcultllral PLodu~els (AFENN) NeIther the GON or any other 
prlvRt~ UL~an]l~i lon has ~ny capabIlIty at all In thIS Olea 

\PENN 1 S a "E"'lben,hJ P Ol..g.:1nlzdtlon focussed on export promotIon 
for tt(JrlC'u] tu l al pro011cC'rs l:nd agrIbusIness Interests, many of 
APE \TN I S N mbpl S arE. l1e-ll)'"'rs of producer assocldtlons under t.he 
UP\NTC u~hrGlla with a ~tronq Interest 1n dlverSlfYlng away fLom 
~On0(r0p [armIng Al'E~N WRS started In July of 1990 and has made 
CO) IS J uel.;:;})le prog.c(>ss In J l1St 1 lutlonal development It proposes 
to pi uVlCle cllbtomlzed and targeted asslbtanc..e for wInch It WIll 
bG dJffJcuJt to recover CObtS The Issue at hand IS wheLher 
C;UpPO! 1.. ] Jig \P1:.tlN Wllh ItS planned program, helpIng APENN desIgn a 
IIIffcrf'l1t PL ogram I or trYIng to btart anoi_her organIzatIon \11 th a 
(hffer(~nt plogram IS the bebt way to dl.Verslfy productIon among 
the UPL~IC affIlIated producerb and Increase the productIon of 
N'1'AFs 

GIVGn that the target farmers are affIlIated wIth both APENN and 
ur~NIC and ~he consIderable progress APENN has made as a NTAE 
prollotlon organI7atl.On I RSS lst':'lIlCe through some other 
oLgan17atIon 1S not approprldte The questIon l.S what type of 
program should be supporte~ wIthln APENN GIven the fIndIngs of 
the evaluatIon above, the pLogra~ should clearly focus on export 
rather ~hdn lnvestnent promotIon ThIS leaves the Issue of 
customIzed versus standardIzed serVIces (general InformatIon vs 
sp~cIflC extensIon and marketIng servIces) and sustaInablllty 
After the 6 year U S trade embargo, the NIcaragua agrIcultural 
sector IS pOlsed for a take off wlth grower Interest and 
eXpdLtallons very h1gh AccordIng to lnltlal assessments of 
potentlal NTAE producers, they are at a stage where they need 
cUbtomlzed extensIon and marketIng serVIces and InItIal 
profllablllty wIll not enable them to pay for these serVIces 
1'ID should then SUbsIdIze tl.lese serVIces In the begInnIng to 
bUIld a strong group of NTAE growers and provIde ImmedIate Impact 
In NTAE productIon Once NTAE growth lS achIeved, APCNN can 
bWItch to an emphasIs on standardIzed InformatIon transfer and 
chargIng fees for Its serv~~es to make ItS program sustaInable 
A strategy for sustaInabIIIty IS provl.ded In the fInancIal 
analysIs 

ISSUE # 3 ProJect Management 

There were three app~oaches to ProJect Management consIdered 
dIrect grant or cooperatIve agreement wIth a US PVO to cover 
actIvItIes for both tradItIonal agrlculture and NTAEs, a 
cooperatIve agreement to UPANIC and ProJect management by UPANIC 
wIth a subgrant to APENN for NTAEs, and cooperatlve agreement to 
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UP,\NIC tlfld a contract wIth an In::,l 1 tutl~' 1'11 '- olltrnctor to nor "1ge 
pl 0 JE'ct J mplelt\t:!nlat Ion for UPANIC conpo, (" IltS anrl a C.00PCl all ve 
"JrremL nt to \PENN WIth APENN man '3JJ "3ILl1t The lat t('r vIas 
U'CU't'lll1'l1c1ed for the reA' on that It DC . ..,t i akcs advontagc of the 
ur ?\,jl TC dnd APl:.NN 111':. tllutlOlI~l Stl Cll<Jl 11S, pL (lV 1 des pr ofesslona1 
P1nncHJ("j,("!lt ~xpcLtlse In the areas 14!'elC UI)\NIC 1S 7(>dk 3.1)d ,llo\"ls 
Al tUN d1e fleX1blllt y to (onlJl1ue to q ~lCltC lnth tne 11l1tJ '\t lve 
that It has !.-l'own, i1J1c1 ::.tV0lds IJllplcllCtl1flr10llRl riplr~Y':::; til d .. 'ollld 
be lKcued to develop a mdnagel1l(mt c("1P' bIllly \J1 t Inn UPI1HC 
A U '3 PVO offers t:! .... pullence and cap'"'t'nlJty 1n prOjel~t 
IlTIplcmenta I-lon l.nd In~tl tutl('nal cleve 1, '1 ~'~Il'C, dnd c01l1d i'l. UV, c1c 
complete accountIng flnd ndmllll~t:t <.t LIon uf .q 11 pro JC t... t fll}lC1.:::; 

UPANIC would be another .:3ubyrantee U!,ejI:""L thJ S if i dng(~J'ieJlt, 

Slmll ar to the member assocldt lons. 011 v., l<le PVO::, '10 jlol l"1ave t he 
experlenc.e lr POlICY dJ alogue and i.epl cf.:rrli_dt 1Ul1 ""'llrl C In j,ut 
deJeJop the tlu~t and ~orkIng relallonsl11ps WJth the local 
"'i~'::;OC latIons U 1 dt UPANIC and .l>.PENN f'll reaJy en JOY TIle Pv('ts JOuld 
then 1)e vlrtuaJ Ii lellant on UPAN1C and l>.PLIN to Ci1rlY out 
proJect actIvItIes and would add very lIttle capabIlIty to what 
UPANIC and APE~N already brlng to the PLoJect whIle bpIng 
con~lderably more costly PrIvate consul tlng flllns Ciln help 
provIde UPANr2 and AP1NN WIth the Skl]]S In AID pIO]ect 
lmplenentatlcn and management that they need more ef[e~tl~ely 
tl1.cough a con,_ract to provlde the necC?s"-.dry Impl~mentdtlon 
syo:,tems and ( _a~f tralnlng WhIle <;o"-'1.e PVOs loay hdve equal 
expertlse In t~ese areas, they do not have a demon~trable 
advantage that would JustIfy channelIng all proJect funds through 
them Vla a gr~nt wlth overhead chalged on the whole amount of the 
PloJect lnstE~d of the amount needed to cuntJact che necessary 
technIcal aSSIstance 

APENN has de~('1strated consJderable InIt1atlve and It ~3S d~clded 
that Plovldlng aSSIstance to APENN ~hrough a suogLallt to UP~NIC 
would stlfle APENN's progress gIven the cono:,lderable ~talt-llp 
tasks faCIng UPANIC WIthout addIng the NTAE sector 
AddItIonally, APENN has been receIvIng management and fInancIal 
aSSIstance fLom the PROEXAG ProJect and wlil be able to very 
aptly manage Its own plogram. 

As reCIpIent of d cooperatIve agreement, UPANIC offers the 
slgnlflgant advantage of beIng able to organIze and moblllze the 
potentIal subgrantees, theIr member aSSoclat1ons. As has been 
mentloned, the relatlonshlp between UPANIC and the commodIty and 
local producer aSSoc1at1ons IS strong and a~proprlate The 
weakness of UPANIC 1S that they have not had a slgnIfIgant 
admInIstratIve work load In several years and have no specIfIC 
experIence Ir the lmplementatlon of an AID proJect Slnce theIr 
last proJect was ended by the SandInlsta Government 1n 1982 As 
explaIned, there are legItImate reasons for the low level of 
admInIstratIon and these do not present serIOUS problems 
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lfC'vl'N(=r lIt IS clear that UPANIC wIll need some technIcal 
(bs~st~nce In aamlnlslr~tlon and subgrant management through at 
JcQst lhe f11Sl PRlt of the Project Tralnlng UPANIC In the 
dLtdllLd ~sppcts of AID ImplemeJltatlon before proJect start-up 

()1Jld dolay t he ProJect SJ gnlflcantly, Increase the work load on 
ell 11re~dy bUldeneu TJSAID stdff I and Lesult In less than adequate 
PJoJGct tppOrLlng ~nd mana~e~ent durIng the Grltlcal early s1ages 
('j ] 1"pleJ ,(~ntut-lon 

[staol]~h]ng the PIOj8Ct mun~gQ~~nt under the dlrectlon of an 
Jnbtll~tlonal contl'Ltor offelS the advantages of AID proJ~ct 
1 plel-tent .illOn e <pe.llPnCe I access lo home oft lce t:. taff and short 
t ~J m '1dVl <" 01 S to ne] p set up the necessary system of pollcles 3.Jld 
p ()cGll11rCS lJl1der WhICh SUD'j:!: ant funds can be released I access lo 
shl'Lt-tcrm tprhnJcdl advlsors wIth specIalIzatIon In the needed 
aL0as of agrIbUSIness and technology, and AID m0111toring of 
1 rrplOlneIltatlon throul}h terms of an AID dIrect contract 

The dl~advanlage of an InstItutIonal contract 1S that 1t places 
"n oveLhead burden on ProJect fundIng and the need for aSSIstance 
ueccpases durIng the latter half of the ProJect LImItIng the 
conlraLt to thIrty months taIlors It better to the needs of 
Pro]Pct Implemenlatl0n, and allows the UPANIC Executlve Secretary 
to be phased In as manager of the UPANIC ProJect offIce after he 
!Jas C1cqulred the necec:;sary knOW-how In the AID management 
P1.0CE:.SS 

IV PROJECT ORGANIZA'fION AND MANAGEHENT 

A ORGANIZATIONAL FRAMEWORK 

I'he organIzatIonal framework of the ProJect IS des1gned to take 
JlaXJMUm advantage of UPANIC's strong coordlnatlon and leadershIp 
capablllty and APENN's technIcal and management capaCIty, whlle 
GtCdtlng a proJect management that wlll permIt rapld start up of 
the ProJect and del1very of effectIve asslstance to local 
aSSOCIatIons In the crltlcal early stages of proJect 
Implementatlon 

Responslbllltles for ProJect admlnlstrat1on, Implementat1on, and 
cooldlnat1on rest WIth four separate entItles - APENN, UPANIC, a 
separate ProJect Management and Support Off1ce managed by an 
In&t1tutlonal Contractor WIthIn UPANIC, and the ProJect Steerlng 
CommIttee A separate cooperatlve agreement WIll be provlded to 
APENN WhICh APENN 1tself wlll manage and Implement. SpeCIalIzed 
outSIde technIcal aSSIstance WIll be provlded to APENN 1n 
product1on and marketIng of NTAE as necessary. Th1S ass1stance 
WIll be prOVIded through the ProJect contractor who also wlll 
procure equ1pment for APENN. 
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uP~NIC wIll be the mdJor rpclplpnt and wIll provide a serles of 
<:'\1bgrunts to ItS J1H 11j)Pl s UPANJC WIll have req)on 51bIll ty for 
q)!rO\lJDg, '~Jgnlng, anri ov<~rsce)ng tIle S1..1bC]rd.nts, r::.nd the UPJlNIC 
13l;lld o[ DJlecto.cs \nJl be the l'rInCJpdl fulum fo.c organlzat10n, 
~(,o11 J la1.lun, und coon:hndt1un a1!long lhe melll')l L- 1~,::<)clat1ons 

UP,\NIC, houevf>r, llaS been funct10nlJ1IJ dt a \( r:y luw 1e\lel of 
..... \.1'1l1l1:::.trat1ve act1V]ty for sov Lal YPdrs, rdld 11;=s not 
IllpJC .entc:d or m,::Uli1ged devclormud ... pLoJect S of tins illi'3.g11li <1e [or 
a 111lnb.?r of yea rs FUL U!eI !lloTe, becauce Lhe Jl ('a.t bulk of 
f L oJec t resources wIll 1)c d1. Lurspd ln SUbgl <:lll\ .. S Cht.clng the f J 1 st 
no y,:::1rs of tlJe ProJt.ct, \oJlth VlltUnlJy all of the sUJJgl~nls 
1 Ping at least (lpardcd tlu.clng t.hat t. 1111e, 1..11e J IlnA.yrment. Ylulk load 
IS sk2ued heavIly tCT"'drd the bE'Cjllm1ng of the fLOJ "c.t, lo;l1en 
~Lcou~tlng, rf>poLt1ng, aDd procuLL~cnt procedures ore JDbtdlJed, 
a ':::Clcctlon plocess lS P!::;tabJ 1!:::>J!f'd, aSSI t(~J1ce 1S [)rovJd2d to 
TIciher aSbOc1dtI0l1S 1n develop.lng subgrant proposals, Sll\:gL.=l.nts 
ale awalded, procure~ents ~re made, Rnd aEsocldt.l0J1S begJn ~tart 
IIp activItIes ror these LeU~ons, the UPANIC ,1CtlV1LI8S vall 
InItIally be managed by an 1nstltutl0nal contrdctor Wllh ~peclf1c 
evper10nce in both agrIbusIness and derVlce dpllv~ry p.coJec.ts Rnd 
lJSAID acconntlng, repoltlng, and procUlement procc:du.ces 

The lnstltutlOnA.l contractor WIll provJde an evpatriatc advIsor 
who WIll hIre the blaff of the PMSO Staff membels w1ll work 
d1lectly for the contracto.c for the fJrst n1ne months of the 
contract and then WIll be contract.ed by UPANIC The expatr1ate 
advl~or, however WIll contInue to mana~e the btdff alld opecdtions 
of the PMSO w1th1n UPANIC for the filst 24 months of the Project 
Dur1ng thiS tIme, the contractor, th.cough ItS lnandgelnent of the 
PMSO and wIth addltlonal short-term techn1cal advlsors and home 
office staff, WIll set up the ProJect POllC1CS dnd plocedures, 
assist 1n the desIgn of ~he selectIon crIterIa and procedures, 
prov1de assIstance to JndlVldual assoc1ations in developme~t of 
p.coposals for bubglants, account for ProJect [uDds, ov~rsee 
develo~ment of the data collectIon ac.t1vltIes, p.covide 
dSsocIatlons wIth short term advisorb to assIst 1n sta.ct-up 
act1v1tIes, and set up a ProJect mon1torlng and report1ng system 

Dur1ng the 18th through 24th month, the contractor w1l1 begln 
wOlk1ng more closely wlth the UPANIC ExecutIve Secretary or other 
deslgndted employee as counterpart, to famIlIarIze h1m wIth the 
accountIng, monItorIng, and reportIng procedures that have been 
establIshed From the 24th through 30th months, the UPANIC 
executIve secretary WIll have Inanagement responslbI1Ity for the 
PMSO, WIth the contractor serVIng as adVIsor. After the 30th 
month, the lnstltutlonal contract WIll have ended The staff of 
the PMSO WIll remaIn the same, except that It WIll be managed 
dlrectly by the UPANIC ExecutIve Secretary It IS reasonable to 
expect that UPANIC WIll be able to assume thIS responsIbl11ty, 
because 1) the work load WIll be much more regular than at the 
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I)cgIllnlng of the Pl.oJect, 2) UPANIC wIll have become fdmllIarlzed 
~lth the ~y tern, and 3) there wlll be a contJnuatlon of staff 1n 
the technll31 and ~Jmlnlstlatlve offlces of the PMSO 

The ProJ0ct stc011ng CommIttee (PstC) IS the other prInc1pal 
I'l nClg 'Jl,cnt l~nt 1 ty The PSlC will be respcnsible for selectIon of 
subglr'tllts, aJ1d L eCOlllmCl d"t lon to UPANJC of app.covals or 
dlt><ll'PlOvrt]S 'T'he PS1C JS In effect both a technIcal advJsolY 
board ~nd a truG1ce of L0SOULces The Intentlon would be that 
UP\NIC wlll conduct an Gl~ctlon among ltS general memLelshlp to 
Nl.Jue l1j)~EC ~/ell hfH)\ln and .cebpected ledders from the coffee, 
] I VL'stork, anfi ClIle other c.cop sector These persons should be 
,"hosen for theJr technIcal understandlng, bUSIness acumen, and 
obJect1vlly There are many quallfled leaders of thlS stature 
'Jll hll1 Lhc Up:>.lHC T12 1'10erslllp In addItIon, the c..ontract chIef of 
pctlLY Wlll SIt on the pstc, pllmarily because he WIll be worklng 
on a dally baSIS wlth the aSSoclatlons, and WIll be able to 
aSSIst the other mf'J,lbers WIth more deta1led analytlcal work 
F1nally, a cepLcsentatlve of USAID wll1 be on the commIttee to 
prOVIde the 1mportant per~pect1ve of AID pO]lcles and gU1deilnes, 
i'lnd for hIS 1mportant adVIce as a development professl0nal 

A rtetalled dcsc..rtptlon of each 1S as follows 

1 ProJect Mi'ln3gement and Support OffIce 

ResponS1bIlity for proJect ImplementatIon wlll be centered In the 
ProJect Managpment and Support OffIce of UPANIC, under terms of 
the cooperatIve agreenent. The manager of thlS offlce durIng the 
fIrst 24 months of the ProJect wlll be the expatrIate chlef of 
party of an AID d1rect In~tltutl0nal contractor The offIce WIll 
be staffed by two technlClans, an admln1stratlve asslstant, an 
accountant, and a secretary, all of whom WIll be employees of 
UPANIC, but who wl11 C~~OLt dlrectly to the contract chIef of 
party The oftlce Will recelve further aSSIstance from short 
term adVIsors and home offlce staff of the Institutlonal 
contractor The two technIc1ans In the offIce WIll be recruIted 
and selected by the contractor They wlll have experlence In 
agrlbusiness, finanCIal analysls, and some aspect of technlcal 
agrIculture. One of thelr prlmary responslbllltles wlll be to 
asslst the assoclatl0ns wlth analysls of Ideas for serVlce 
programs and development of proposals for subgrants. There WIll 
be about 40 - 60 subgrants under the proJect, but most WIll be 
faIrly stralghtforward support to expanslon of ongOIng 
actIvltles The prlmary work load of the technICIans wlll be 
WIth 8-10 assoclatlons each In WhICh the level of analYSIS and 
deSIgn WIll requlre some slgnIflgant asslstance. They WIll also 
be respons1ble for worklng wlth the UPANIC economIst to ensure 
the development of member surveys and a data base, and for 
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monlLoclng 8aSOCIat10n rpporting and CI loplJance wIth terms of 
s ul'\(J ran ts 

'1'he adrnnistlative ~SS]'::>tallt wIll Manage procurement "Illd 
dt count 111g, aSC:;It:.1 ed by a full tIme A.c r ountCJ.nt 'rherc ~11l11 be 
dpprOXIl1a1 C'ly 40 - 60 '::>ubglants, a b(,SlC r:::ooppratlve iHJn~p lent 'La 
UPhNlr, ~nd an AID dlrrLt contrnct to he accounted for Thls 
11111 I eC1111re COJilpllIJ1fJ ,rivancc>/1Iq1l1dd, Jon c..equcsts f} om 
sub<jcc1ni. e.os for sllbml SSIr:;n to AID on i1 qUCJ.L t.e.cly b<..1S.LS 

The reldtlunsh,ps b('tTveE'I1 tIns offJce, AID, and UI'NHC Tnl1 )e 
l.:l.ld (Jut 111 the c;oopprati ve 3g1 CClllent dlld contract tJl1d(>l t j 1 o...oe 
agrer'ncJlts, 1l)e AJD dJlcet COllLlactor wlll have CPSPO))SJhl1 cty 
for tllO SllCC8ssful operatIon of the PtoJect H:magemcnt and 
StIppOl1: Off .Lee, W] 11 selc'>ct aJld SUP0l Vlt:e the employees LL1A.t 
~latf that Office, and WJll report dIrectly to the USAID proJPct 
offIcer eSAID wIll desIgnate the UPANIC rxecutlve SpclctdCY as 
the officlal cOllntcrpdlt of the COnL.rdct chlef of paLty, and ~he 
ExecutIve Secretary wIll be advIsed of and wIll Make 
recommendatIons concelnlng all maJor proJect decIsIons In the 
course of ProJect ImplementatIon, lhe ExecutIve SecretR1Y wIll 
become Increat:.lngly fdmllJar WIth 1:he operatlon of the offIce, 
and durllig the last SIX months of the contra.ct, wlli as<o>,'JTt1f~ 

rpspunslbility for managpment of the OffIce, WIth the C011~rarL 
chIef of party as an adVIsor 

The [unctIons of thIS offIce wIll be 

a Tpcbn1cal Asslbtance and Support 

to SteerIng CommIttee In development of detaIled subgrnr_ 
critetia and selectIon procedures, (rhief of Palty) 
to local assoclatlons In developmellt of subgrant propc<o>,als, 
(Ch.L~r of Party, techn1cIans) 
to UP'NIC 1n development of Improved admInIstratIon and 
analytIcal capabIlIty, (ChIef of Party, short term advlEUrs) 
to natIonal level commodIty assoclatlons In development )f 
ndtional level traInIng plans, (ChIef of Party) 
and specIfIc short term techn1cal adVIsors to aSSIst local 
and natIonal a5soclatlons In the start up of technIcal end 
commercIal serVIces fInanced under the subgrants 

b DIrect ProJect Management and AdmJnlstxatlon 

Install UPANIC polICIes and procedures for accountIng, 
reportIng, and procureMent under the ProJect (short term 
adVIsors, horne offIce staff, ChIef of Party, AdrnIn1stratLve 
ASSIstant). 
prOVIde accountIng, reportIng, and procurement serVIces to 
UPANIC durIng the proJect, IncludIng: 

19 



Annex B 

receIve from subgrantees, analyze, co~plle, and 
summarlze Advance/llquldatlon reportE 
transmlt SUffimrlry of advance/llquldatlons 
recelve ~nd account for records of disbur~ements, 
reCl?l ve dlJti compIle perlodiC reports from subgrantees, 
and bummarlze for transmISSIon to UPA~IC and AID 

CL !Jrluc.t a 11 pro(~u:rclTIent for UPANIC and ProJect Management 
)nd SuprOtt OffIce under the agreement (AdmInIstratIve Asst) 

p1. Geure lila Jor J l1lpOL ted Items under subgrants, as needed 
(~JmlnJst!alIVe A~st), 

? Project SteerIng Cornillitlee 

'1'11e PLOJf>Ct SteerIng COIllJnIttee WIll be created under terms of the 
grane agreement WIlh UPANIC for the purposes of. 

approval of detaIled subgrant selectIon crIterIa and 
plocedures, to be 5ubmltted to AID for aPfroval, 

development of specIfIC gUIdelInes for the allocatlon of 
funds In tranches for InstItutIonal SUppOlt and speCIal 
proJect subgrdnts, to be submItted to ~ID for approval, and 

reVIew of subgrant proposals and recommen atlon to UPANIC of 
approval, dI5approval, or modlflcatlons 

The Sleerll1g CommIttee WIll be cOMposed of fIve members three 
representttives of UPANIC, elected by the membershIp to represent 
coffee, lIvestock, and annual crops, one repre~entative of USAID, 
and the chlef of party of the Institutlonal co eractor The 
UPpNIC rppresentatives WIll drawn form the general membershIp of 
local and commodIty aSSOCIatIons, and WIll not necessarIly be 
offIcers or DIrectors of UPANIC or the assoclations They WIll 
be approved by AID The steerIng CommIttee WIll receIve no 
dlLect support under the ProJect, but IndIrect support WIll be 
prOVIded by UPANIC, IncludIng offIce space fo~ 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, Pres1dent, 
ExecutIve Secretary, half-tIme accountant, and two secretarIes 
In addItIon to the serVIces prOVIded by the ProJ~ct Management 
and Support OffIce, UPANIC WIll receIve eqUIpment through the 
ProJect contractor, offIce repaIrs, salary support for all staff 
In the PMSO, salary support for some permanent staff, and salary 
support for a full-tIme economIst. 
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The staff economIst WIll rpport tc the CAecutlve Secretary, and 
WIll have responslbll1ty for developl~g UPANIC's data base and 
analytIcal CQP3blilty SI11ce the data base WIll be drawn fJom 
the same sources (especIDlly meML~r surveys) as the data bases 
u~ed for proJect repoLtlng ~nd eVDluatlon, the wOLk of the 
ecnn()rru~t wlil be coordH'atcd v.llLh the work of the PMSO, alld he 
WJII contrIbute to the deSIgn of dala collectIon dnd L0poltlng 
Sy to, t E.Jns as n0cliGd 

The UPANIC accountant WIll opeldte Independently of the rusa 
aCcollntlng offlCP, and WIll provIde an addItIonal check on the 
proper use and uccmmting of subqrant funds 'l'he [mIctIon of the 
UPANIC account3nt as rel~tcs to t~e ProJect WIll be to provIde 
accountIng for UPANIC's InstltuLJonal strenljthe111ng dfJtlvltJeS 
alld to act as an Internal audItor for all subgrdnt actlvlties 
He/she WIll also be responsIble for oLher nornal accountlng 
functIons at UPANIC WhICh are sepClL ate from Fro](>(Jt funds and 
actlvltles 

The prIncIpal role of UPANIC In the dIrect ProJect manage~cnt 
WIll be to organIze the assocldtlons dnd provlde leadershIp In 
the orIentatIon of proJects and p.coposals that are <levelopcd 
under the ProJect ThlS role IS a ndtural extenSIon of the way 
In WhIch the UPANIC net~ork oper~les currently To a large 
degree, the success of the ProJec _ vlII depend on the qualIty of 
Ideas and plans contaIned In the d"Dgrnnt proposals, and, whIle 
the assoclatlons WIll be receIVIng speCIfIC support In the 
analYSIS and develop~ent of theIr ploposals, UPANIC WIll also 
play an Important role In thlS plocess. UP~NIC has among ItS 
members the leadIng tech~lcal and ~grIbusIness experts In the 
country. The role of brIngIng tt m together and leadIng them In 
a dlSCUSSlon of problems and Possl1)le SolutIons under thIS 
ProJect WIll be cruclal The organlzatlon, coordlnatlon, and 
communIcatIon among members prOVIded by UP~NIC WIll stImulate the 
IdentIfIcatIon of effectlve and pOSSIbly new proJects and 
programs, WIll ldentlfy the proper roles of natIonal and local 
aSSOCIatIons In these programs, and WIll permIt a dIssemInatIon 
of Ideas among the many local aSSOCIatIons lnvolved. 
SpeCIfIcally, UPANIC WIll. 

coordInate the electlon of SteerIng CommIttee members, 
organIze and regIster member aSSOCIatIons for ProJect 
el1.g1.bll1.ty, 
organIze cornmod1.ty groups to d1.sCUSS techn1.cal and market 
problems, poss1ble Solut10ns, and relatIon to ProJect 
subgrants 
provJde a channel of communIcatIon between members and the 
ProJect SteerIng CommIttee 
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coordlnate offlelal communlcaLlons between AID, the Steerlng 
rommltt.e, and MeMber aSSoclatlons, 
coordInate lliPrrber assoclRtlons' lequests to the PMSD for 
speclal aSslstance and traInIng, 
11J L-e PHSO staff 
recelve and acco~nt for ATD dIsbursements 
m~lntAln cantlol ovpr a complete duplIcate set of ProJect 
Lecolds 3nd acccunts, 
M:~umc 1 r_sronsIblll1...y for management of t.he PMSO In the 2(.-\ .. h 
month of the ProJect 

B ADMINISTUATION ",ND MANi\(;EdFNT 

The nature of lhlS ProJect nnd the InstItutIonal characterIstlcs 
of UPpNIC create a very dlstlnctlve management and admlnIstlatlon 
~lrden, In many way~ very dlfferent from most AID proJects. 
Flrst, the strengt~ of UPANIC at the base level assoclatlons has 
lead to the unlque bottom up approach to Instltutlonal 
strengthenIng and to the concept of a number (estImated at 40-60) 
of lndlvldually tal'ored subgrants to base level aSSocIatIons 
The ProJect wIll requIre a system of quarterly advances and 
Ilquldatlons ~hl~ obvIously creates a slgnlfIgant 
a~lnInJbtratlve loae lr Rccountlng alone. It also creates the 
need to monItor, re~olt on, and evaluate a number of 
sub-actIvItIes that wIll frequently be very dIfferent 
Addltlonally, UPANIC has been through a ten year perlod of 
gr0atly dImlnlshed rlnanclal and admInIstratIve actIvIty, and has 
only 11mlted experlpnce wIth AID ProJects 

At the same tIMe, hov7ever, UPANIC and the member PADs represent 
an exceptIonally well organlzed, unIfIed, educated, and 
manaqerlally capable group of leaders from the prIvate 
agrlcultural sector of NIcaragua What they lack IS an operatlng 
admlnlstratlon In VPANIC and AID proJect management experIence 
The approach of the ProJect, then, IS to contract an 
InstItutIonal consultIng fIrm wIth sIgnlflgant AID proJect 
Implementatlonal evperlence to assIst UPANIC In settIng up 
admInIstratIve pol.cles and procedures, and In provIdIng 
accountIng, monItorIng, and procurement serVIces durIng the fIrst 
two years of the ProJect The crItIcal steps In thIS process 
WIll be-

AID dIrect contract sIgned makIng oblIgatIon, long-term 
resIdent adVIsor and short-term adv1sors and home offIce 
staff In accou~tlng, admln1stratlon, InformatIon serVIces, 
etc., In-country; 
AccountIng, personnel, procurement polIcIes and procedures 
completed by PrIce Waterhouse and approved by AID 

22 



Annex B 

Contractor makes any chnnges 1n the SUl)(]ldnt cr1t arIa and 
plocedures 1n Annex E and subm1ts fIrst to PSlC of Ur\NIC 
dnd then to USAID for approval, 
ProJect ImplementatIon Letter 1ssued ~pplovlng aLove, 
Contractor plOGUreS vehIcles and aiflce equJpment for UPANIC 
flld PHSO, 
Cuntractor hlles PMSO ~mrloyces and begIns to elabolate 
fIrst round of subgrant proposals, 
A'Jleement SIgned wIth UPANIC, obJ)g,,,dlng [llI1ds, a.nd UPANIC 
hJres employees snpported under ItS In'::.tltullonal 
st.rengthenlng component. After flrst ~lne mon1hs, Ur~NIC 
iJLectly hlles the MiSO employeps These are stIll dJlecled 
by the contractor ch1ef of party, 
~dvance llquldatlon proce~11rps begun for dilect support to 
UpANIC under cooperdtlve agreement, 
S~bglant agreements approved, lncludlng annual budge~s [or 
11fe of subgrant, and quarterly budgets for flrst year, 
ASsoc1atlons glven advance/llqulddtlon forms and lnstructed 
In thelr use, 
~dvance/llquldatlon requests from subgrantees deJlvered to 
PMSO, reVIewed, complIed, and transmItted to USAID as a 
Single dlsbursement request, 
All maJor procurement Identifles for subgrdntecs, and a 
consolIdated procurement managed by PMSO; 
IJIs0ursements recelved by UPANIC, and ~ubdlsbursenents m~de 
to aSSoclatlons on the same basls, agaInst advance requests 
bi' PHSO, 
Annual audIts conducted at PMSO, UPANIC, and selected 
subgrantees. 

The entrallzed operatlon of the PMSO wlil be easy to monltor, 
and :1 e use of an experIenced fIrm and the t1me and resources 
dedlcated to Installatlon of an admlnlstratlve system shOUld 
enSUle an effectlve admlnlstratlon. The crltlcal area ~llele the 
admlnistratlve system IS SUbJect to problems wlil be In the 
management of budgets at the local assoclatlon level, alld In the 
physlcal transfer of forms and money from Managua to the fleld 
ThlS potentIal problem IS amellorated somewhat by the fact that 
most of these assoclatlons have now and have maIntaIned 
funC~lon1ng commerCIal operatlons that reqUIre a slmllar or 
greater level of admInIstratIve competence In those cases where 
admInIstratIon IS a weakness, the fIeld technICIans WIll be 
makIng VISIts on at least a bl-monthly baSIS, and WIll aSSIst 
WIth compllance. 

AdmlnIstratIve coordlnatlon between the PMSO and the fleld WIll 
be f~rther slmpllfled by maklng all subgrant selectlons and 
approvals 1n a few dIscrete groups. As descrIbed In the Detalled 
Subgrant SelectIon Procedures, most subgrants WIll be awarded In 
two selectIons approXImately SIX months apart, and the remalnder 
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W1.11 be arUirded dt approxImately SIX month intervals All 
bubgrants will operate on the same quarterly system, and 
Ploculcment WIll be con~olldated to the extent possIble 

2 Project Mdnagp~ent, Coordlnat1on, and Support 

Tne PAS ProJect closely lesembles a pr1vate Investment fund, In 
whICh Jl1vestments ale to be made In the commerc1al and technIcal 
serVJces of locdl vroducpr aSsoclatlons. The baslc plem1se of 
the Pr oJect 1S that the PAO membeL"S are fundamentally sound 
fatm~rs, that the agrJcultural enterprIses can be profItable 
ayq]n undpr the emergIng political and economIC env1ronment, and 
that the PAOs are well managed and supported by thelr me~becs 
The ml~~lng lngredlents after ten years of declIne are flnanc1al 
stlpl,.Jort to their services and access to some of the technological 
advances that have gone on during theIr vlrtual Isolation from 
the world These are very much llke the condItions that a 
Investor or venture capltallst would look for In a new Investment 
--a baSIcally sound opportunIty that reqUIres hIS capItal, some 
m1nlmum management Improvements, and speCIalized technIcal or 
malket orientation 

ThiS parallel IS espeCially applIcable to the management and 
support needs of the ProJect LIke an Investor, the PloJect 
management has three prinCIpal types of management deCISions and 
actlvltles - selectIon, asslstance, and mId-course adJustments of 
ploblems, and, lIke an Investment, the success IS almost entIrely 
determIned by the selection Asslstdnce WIll be Important also, 
and WIll be of two types· aSSIstance In analYSIS and preparatIon 
of proposals for subgrants and speCIalIzed technIcal aSSIstance 
1n start-up and operatIon of serVIce programs and enterprises 
Mld-couese adJustments typIcally take on three forms - reductIon 
or stopPlng of aSSIstance, Increased aSSIstance, and management 
lnterventlon These are the least effective management tools In 
a proJect of thls nature for several reasons, also dIscussed 
below 

The ImplicatIons for the ProJect of these management needs are 
that conSIderably greater levels of management resources are 
needed In the early stages of the ProJect, when the selectlons 
are being locked In, and that an Important qualificatIon of the 
ProJect manager IS an understandIng of bUSIness and fInanCial 
analYSIS and deCISIons 

ThiS need to front load the ProJect WIth experIenced and 
qualIfied management gUIdance IS 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 In the latter half of the ProJect WIll reqUIre less 
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sp~Cla]J7dtlon, dnd It wlll be wlthln UPANIC's abIlIty to assume 
]ldl1agcment r (''- PGn~] bIll ty 

a) M~n gPMcnt uf ~he SelcctJon Process 

There ~rp ~evPlal very dJSClete actIvltles lnvolved In the 
plocess of developlrg and splection of subgrants, and declslons 
nade at each ~tQge tend to lncreasingly determlne the eventual 
nutco' e of tIle l)lOC":'3"S EffectIve management reqUIres provldJ ng 
ad€::<}l1Jte LGSOUICE'S III the early stages 

d0sIgn of d~t'lled selectIon crIterIa and procedures, 
dcvelopr,C'nt of concepLs for subgrant sel. VIce pl0grams and 
enr.:erpr] St~S, 
dnalysls of alternatIve approaches and development of 
ploposals, and 
selectlon of pro~osals for subgrant awards 

The agreement wllh UPANIC WIll layout speclfic selectIon 
crIterIa Rnd peocedures to be followed In awardIng subgrants 
~owcver, It IS also lmpoltant to permIt the people who WIll be 
responsIble foe the ultImate selectIon to reVIew these crIterIa 
and work out theIr own detalled system for InterpretatIon and 
applIcatIon of these In dOIng so, they WIll develop both a 
~eLter understandlng 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 
repiesentative WIll prOVIde gUIdance The fInIshed product WIll 
be submItted to AID for app10val 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 alternat1ves and detaIled 
deSIgn 

The responslblllty for assIstlng the assoclatlons WIth analysls 
and deslgn of proposals wlll be entIrely wlth the PMSO under the 
dlrectlon of the lnstltutlonal contractor ChIef of Party. The 
two technlClans wl11 be responslble for most of the fIeld work, 
and WIll have a work load of 6-8 assocIat10ns at anyone tIme 
There wlll be a WIde varlation In the amount of work needed to 
aSSIst the varIOUS assoclatlons, and 1n some cases the 
techniclans WIll handle the work themselves, 1n other cases they 
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WIll be supportprl by the ChIef of Party, ~nd In others they WIll 
bL-lng In specIal17ed short teLm adVlSOIS uncier the c.ontract to 
p:covlIJe dddi t.1 onal SUppOl t and gUllI.J.nct;:? 

The fJnal ctep IS the actual rCVJew and selectIon of propo~als to 
be funded T Jl 'lh subgl ants 'The 1 esponslbill ty lIes \"lth the 
P.co jPct SteelIng Comml ttce, wIuch th~ n pa'3'3PS .ccCOJumendatlons to 
UPANTC, \1ho In 1 urn tranSllll ts a sUTlma.cy to AID for approval (o.r 
more lIk.ely a statement of "no obJect.lon") The PSlC WIll 
lnclude the contractor ChIef of Party And an AID .representallve 
rhClr roles 11111 be JmpoLtant In contJDually ceinforcing wIlhIn 
tile pstc the underlYIng prlnclpJes of the selectlon crlterla and 
the serloucness of the responsIbIlIty The cont!act.or fUltl;er 
PLOVIdcs the Stee.clng CommIttee Wiih acc~ss to aSSIstance In 
addIt.10nal dnnlysls or an exp]anatlon of the background wOlk that 
was done In picpa.cation of the document TIle pstc nas no 
resources of Jis own, but WIll be prOVIded offIce space, lOgIstIC 
and secretarIal bupport, and travel money and per dIem as needed 
by UPANIC 

b Management and CoordinatIon of TechnIcal ASSIstance 

The use of a 10 month InstItutIonal contract to InItIate ProJect 
actIVItIes IS Importdnt for the access It prOVIdes lo speCIalIzed 
and qual1f1ed technIcal assIbtance As mentIoned, technIcal 
asslslance IS Important to the success of the ProJec.t In two 
prInCIpal stages - 1n analysls and deSIgn of proposalS, and In 
stalt-up actIVItIes of selVlces and enterprIses under subgrants 
The effectIveness of that assJstance In contrIbutIng to ProJect 
success, however, dImInIshes after the fIrst two to three years 
At the ~ame tIme, durIng the course of PLO)ect ImplementatIon, 
UPANIC and the member aSSOCIatIons WIll be developIng an eypanded 
network of contacts throllgh short term consultants and fornal 
traInIng ac.tIv~Lles such as Farmer to Falmer VISItS and 
InternatIonal courses, meetings, and semInars, and they WIll be 
lncreaslngly dule to ldentlfy and contract technIcal adVIsors on 
theIr own 

As mentIoned above, the crltlcal area for technIcal ass1stance IS 
In the analYSIS and des1gn of subgrant proposals ThlS WIll be 
the sole responslblllty of the PMSO. CoordInatIon of the 
aSSIstance, however, Involves both UPANIC and the pstC Because 
UPANIC WIll be responSIble for organIZIng the aSSOCIatIons, 
orlenting them, and coordInatIng the meet1ngs In Wh1Ch the 
ProJect IS d1scussed, they w1ll have the fIrst best Ideas of the 
needs for aSSIstance 1n development of proposals They WIll, 
therefore, commun1cate closely WIth the PMSO 1n these actlv1tles 
Addlt1onally, they WIll want to ensure that they are prov1dlng 
gU1dance that IS cons1stent WIth the approach of the PMSO. 
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Most Important 1n the coordInat1on of techn1cal as&Istance 1n the 
dnalj~lS and developmenL of subglant proposals IS that the pstc 
have a J1eans ~Y whlch ~hey can request add1t1onal analYSIS of a 
ploposal or send 1t back for modIf1cat1ons In the des1gn The 
ProJect provIdes for thlS by plac1ng the contractor Chlef of 
PRrty on the pstc, and by ~las1ng selectIon 1n approXIillately SlX 
monrh lnterldls Technlral asslstance needed 1n start-up 
actlvltIes WIll be identIfIed In proposal documents, and wIll be 
plovlded through SImple work orders under the Inst1tlltional 
ccntract Techn1cal aSSIstance needed for mId-course changes In 
operatIons or for support 1n the later ~tages of the ProJect WIll 
be Idpntlfled and contracted dIrectly by UPANIC or the nember 
assOclatlon 

c ~onltoring and RepolLlng 

The essence of a mon1toring and report1ng system 1S L~e 
seneratlon of tImely InformatIon for use In makIng mdnagement 
deCISIons durIng the cOurse of the ProJect In thlb ?roJect, the 
most Important deCISIons Involve the select10n of proposals for 
the ~\,ard of subgrants As dIscussed, It IS therefore, 1mportant 
for a representatIve of AID to SIt on the pstc ThIS pelmlts 
1mmed1dte and dIrect monltor1ng of the most crItIcal actIVItIes 
of the ProJect, and prov1des AID dIrect access to the analYSIS of 
the 1nformation conta1ned 1n subgrant proposals. 

The other areas reqUIrIng a monltor1ng and reportIng system are: 
contractor performance, grantee performance, subgrantee 
performance, compl1ance WIth AID regulatIons, and g€~eral 
evaluatIons Grantee and contractor performance WIll be 
monItored d1rectly by the USAID ProJect OffIcer Me Iitoring WIll 
be based on observatIon of performance (In the pstC, ~tc ) and 
quarterly reports The contractor's quarterly reports WIll be 
Ddsed on quant1fIable targets of performance of both the 
contractor and the PMSO. They WIll add1tIonally Include 
lnd1cators of performance by sUbgrantees. The quar~erly reports 
of the grantee WIll be based on specIf1c targets, establ1shed 1n 
the cooperat1ve agreement, Wh1Ch Ind1cate the grantee's success 
1n developIng better representat10nal serVIces 

The fIrst ProJect evaluat10n IS scheduled for the end of the 
second year, pr10r to the departure of the Inst1tut1onal 
contractor Th1S evaluat10n w1ll focus on ProJect Management by 
the contractor and the abll1ty of UPANIC to assume management of 
the PMSO Report1ng requ1rements for subgrantees w1ll be def1ned 
1n subgrant agreements These WIll Include quarterly reports of 
act1v1tIes 1n compl1ance w1th the approved work plar and budget, 
and WIll be attached to advance/lIquIdatIon requests Ir 
addIt10n, the subgrantees w1ll submIt Impact reports on an annual 
baSIS, 1n WhICh they descr1be the qual1tative changes 1n farmers' 
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ell CUJTlstances as a resuJ t of t helr clJbg ,"(;'lIlt act 1 Vl ty, 1l1d 
c.) t] f'1d te the quantI tatl 'Ie Impdct In yl12 lus, areas pLmlGd, pr J cG 
1 nLf' (' ,1':: c>s , cost sov] nys, J neaP'll?, (=t8 

hhlle the r,rlnual HT,)rts of the 1"',:>OCldl_10ns ~1111 provIde SOj~e 

/1'lS 1 b fOL- 3n olJ](,C tl ve, quantI f 1,~bJ C vJ2,] udllon of pro Ject 
IJnPdct, rb-;:y villI flot be suffICIent A functc'fl1ent31 lCt.lVlty of 
UllS proJect )s the dcve)oplllent of JGtT"ne.c s1ll' .. veys find the 
(ClLlpllallon of L~:;:,ulls lnto a udt3 bdse in UP\NIC These WIll be 
condul10d dUL ] ng the fll st eIghteen l1o!1ths of the fl o]ect, 'lnd 
wlll s(::.c 'e -:lS ba'"'cline (iota foJ." a f .d'al 2valnatlun In ) he 11 [Lh 
ypar, at t lhlGh t] me select cd ",urveys c ,11 be repcdl cd 

FJ1)i111y, 8'1nudl flllOl1<...lal Quchts wlll Le (ol1ducLpd oy un 
llJc'epcnc0nt :lUdllor UPA-NIC and APb"N -J] 11 be duclJtul Lcy-ulaL ly, 
and suLyJ cwtces wIll be selectl vely i1ud 1 teo, b ~sed on Londl t l<..>ns 
of the sllbg.ca.nt agr('el(lcmts 
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FINANCIAL ANALYSIS 

1hJS fInanCIal andlYSlS ]5 dlvided Into three palts 1) flnanclal 
vldlnllty, 2) flD311Clal su:s1alnablllty, and 3) det,uled cost 
(>~tJllla1 es for the PIO]ect 

I'l>l~rr ONe } IIU"Ncr AL Vl/lBILJTY 

J TnLLoducLlun 

'I') G Pill PO.3f' of Part One of thls financl al analYSIS IS to estlInate 
Lne effects of a grrnt apen the producels and ASSOcIatIons to 
'lhlCh Lhe gIant of runds IS dIrected MeasuLes of effects wIll 
Le SL'ilG cOf~lnatlun of Increases In productIon effIcIency, 
IJ1I~re1SPs In ElT'lf")loYJllent, (j(:~11eratlon of foreIgn exchange, and or 
sustainabllily of the actIvIty after the end of the gLant perIod 
Sone of the actIvItIes for ~hlCh funds are granted wIll be of the 
Oit IDt~nded to Impact the producers dIrectly These mIght 

Include slnall TIlae-h] nery pools at the AssoC.Lation level, rentIng 
out serVIces to mernbels, sponsorIng technIcal fIeld days, 
LGstocklng A~soclatlon stores wIth supplIes needed and used by 
me"'11beIS, etc ror these dIrect Income creatIng actIvItIes, the 
fInanCIal analYSIS can be relatIvely straIghtforward, In the fOlm 
of lmit actIvIty budgets or partlal farm budgets 

Sone granls nay be made for pUlposes of strengthenIng the 
AS~oclatlons, such as slApply of a typewrlter or small computer, 
sl!pply of a vehIcle, shore-term tral.lllng to upgrade the 
capacItIes of ASsOcIatIon-employed personnel such as agronomIsts, 
01 pelhaps for short-term salary support of secretarIes, 
aglonOIDlsts, or uther pc ~ple hIred by the AssocIatIon to provIde 
serVIces to the members These kInds of actIvItIes wlil be 
analyzed uSlng a cost effectIveness approach 

In all cases, a baselIne budget or cost must be estlmated that 
shows the levels of actlvlty, the costs of Inputs, and the value 
of outputs from the pro~uctlon process The measurement of net 
benefIts compares net lPcomes generated as a result of the grant 
actIvIty with thlS basellne posltlon These budgets WIll be 
estImated for a "typlca_ 1I producer organIzatIon, and expanded to 
ASsocIatIon Size, both for the basellne and the lncremental 
benef1ts The gU1de for thIS work 1S J Prlce Glttlnger, 
"EconomlC Analysls of Agr1cultural ProJects," Second Edltlon, 
1982 

Several lliustratlve examples of probable grants are lncluded In 
thIS ProJect Paper to sDggest the range of benefIts that may be 
generated from use of the grants,and to provIde a prellmlnary 
economlC lmpact analYSIS of the ProJect as a whole 
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II ~at]g~as Cctlt1e PLoduccrs 

A) Intloc1uctlon 

Tl1(~ RIO r.r-,nd C001)Pl at 1 ve IS ope of se"E:u-a 1 'Ssociat ions In U,e 
'1L '- a of Hat lljaJ pa and BORCO D<'~Pd.r i..1TIont s The [11 ru'S of the JlI(=111x rs 
of this ASSOcldtlon are lOcdted In Rn aLea of ~eni..ly lollIng ldod 
(lnd some STIl(lll 11)]ls, with "dequate .raJJlfal1 to J11iJJltain SOJne 
[J cen Pi'ibt llLe ev~~n t..h.crugh the wlntor chy s('&son ("o,ne lIH~l11l..JelS of 
dllS A.b!:'Ocldllon also produce coffee flO,U !:,1'1dll furJllS upon Lhe 
lll(jhe>r hills to the north The A'Ssoclat Jon 11rtd 471 lctlve I( lr[..J(-lj S 
(it the end cf the 19 70s, '1nd 1ns been rpOllC( d "l0 121 at Vrt-'cl.;llt 
A m..::~~llng loJlth most of t.he DJr~ct0rg of ()1e "~ OClatlon Pl.OdUCld 
the [ollc..wJl1 IJ Needs LIst, glVGn In the oLde!" ot the1L lueni..lon 

1 T10P.r oved marketl ng oppo.ctunl tIes for ca tt 1 e of sl Fl.llqhter 
~Plght. Mdtlguas IS about 160 kilometers from the operdling 
blaughter faCIlIty near Managua, half of ~hlS dIstance over a 
gravel rand In poor condItIon TIns requIres an lmp!"ovemcnt of the 
sO~lal Jnfrasi..ruc..tu!"e , and cannot be addrpssed under thIS 
PLO]ect 

2 Local c ~Rughter facIlIty, owned Rnd operdtcd by the 
ASSOcldtltn ThIS IS In part an answer to the vroblem aoove It 
would be Ghe~per to transport 200 kIlograms of chIlled carCRsses 
toan 400 ~llograms of lIve steer The other plement Jnvolved IS 
the aspect of control, and of capturIng value-added through 
plocesslng the product In an owned plant A modern slaughter 
plant of a out 100 he~d/day thruput rap~clty would co~t sevpral 
mlillons of ~ollalS and reqUIre a thorough feaSIbIlIty study, 
neIther of WhICh IS avaIlable under thIS ProJect 

3 Upyrad~ng the phytosanltary aspects of cattle 
prOdUGtloi Nelther vetlnary adVIce nor the materlals to carry It 
out have teen generally avallable to membe!"s of the Assoclatlon 
for some years. ThIS proposal IS gIven a full flnanclal 
evaluatIon later In the dISCUSSIon. 

4. RestockIng the AssocIatIon store In Matlguas The store, owned 
and managed by the ASsocIatIon, currently IS poorly stocked WIth 
veterInary medICInes, salt, supplemental feed conccntrates,tools, 
fenCIng and other materIals, due to a gradual dlslnvestment over 
the past ten years or so The Assoclatlon, through ItS' members, 
does not presently have the capItal reqUIred to restock thls 
store Th13 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 glven a f1nanc1al analysls here, due to lack 
of necessary data of cap1tal requ1rements and recovery strategy 
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5 Pastlll cs have been PJ 0<]1 eSSI vely undel:. stockE'd due to 
lonfl~~atlon Ly rovIng S1ndlnista bands, and by other rustlIng 
.-letlv lles 's one conseqlJence, the pastules are overgrown 2nd 
leqUlte n:"lO'J1tJ0J1/rpS8lJdlng, so that lhe an1mal unIt capacItIes 
can be hLOUght back co the levels of 0arly 1980's ThIS reqlll~es 
teclllucal aavlce, sel:.!"} , fl. nctioning tractors and as s 0<.., lated 
equl~mcllt Due to lack of detalled data, no financlal analysIs 
fJas done 

6 Mp~bers ~tock rows t~Rt are used as both beef and mIlk 
p~Ol~l'ccrs CllL ~ent ly, 1 he members to<)ether produce around 30 ,300 
llte~s of flllld lulk per day ( WhIlst the cows are fresh, 
,:ulyway) 50me IS ~ent to the daIry processlng plant nCar Managua, 
but the ll~e requlred L0JUCCS lhe mIlk to ~anufacturlng qualIty 
at best The "eAbelS would ll~e to establIsh a ~mall local cheese 
plant to JnCleaSe the Income ~eceived from theIr surplus mIlk No 
data are avaIlable fo~ a fInancIal analysIs 

7 Mombers produce Rbout 900 tons of cacao beans per jear from 
small plantntlons on about 1750 manzanas of theIr land They are 
lntelested In a snaIl plant to process the raw beans Into cocoa 
bricks for the wholesale trade No data are avaIlable for a 
flnancial analysIs 

C) FInancIal AnalYSIS of Phytosanitary Subgrant Proposal 

ThIS peoposal IS for the IntroductIon of a program of technIcal 
aSSIstance, toward the Introductlon of a system of 11vestock 
health ImproveMents Peesent weanIng rates of calves average about 
45% ThIS means that each cow In the breed1ng herd produces a 
we~ned calf once In about every 2 2 years Reasons for th1S low 
tate of breedIng and calf product1on 1nclude lack of control over 
b~eedlrg (tImelIness), poor health of cows (the average a 
successful conceptlon every other year), and some losses of 
calves oefoLe ~eanlng The analysls assumes an 1ncrease of 
weanIng rate to 80%, reductlon of death losses ~hroughout the 
herd from the present 6% to 5% (better health), and that half of 
the steers wIll reach slaughter weIght of 400 kIlograms 1n three 
years, rather than the 4 years they now reqUIre The analYSIS 15 
done for a baSIC un1t of 100 breedIng cows, wlth 255 anImals In 
the herd lnventory, representlng 222 4 anlmal unlts. (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 year = 0 5 AU ) 
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CO\"S 
Calvec:;,H: 
CdlvG'S,F 
Year I,M 
Year 1,F 
stce.c'S,2-3 
HC'lfclS,2-3 
stc~:rs,3-4 

Bulls 

TO'fALS 

Annual Salf's 

HeIfers 
StC81S,2-3 
Steers,3-4 
Cull Cows 

Tora,.LS 

Gross Sales 

100 
23 
22 
22 
21 
21 
70 
20 

_6 

255 

14 
o 

34 
.2 

53 

Batycol 
Septl.CIIDl.a 
Anthrax 
Cltarl.n 
VItaml.nS 

TOTAL 

100 0 
11 5 
11 0 
16 5 
I!) 8 
::>1 0 
20 0 
20 0 

_€LQ 

222 4 

14 0 
o 0 

34 0 
.-5~ 

53 0 

45 0 
» 2 
4 9 
7 4 
7 1 
9 4 
9 0 
9 a 

_..L...Q 

100 0 

6 3 
o 0 

15 3 
-Z--k 

23 8 

US$12,720 

o 
o 
o 
o 
Q 

o 

Net Sales US$12,720 
Net Gal.n, 100/cow herd wl.th Proposal 
Net GaIn per AU In the Herd 

100 
40 
40 
33 
18 
36 
36 
18 

_6 

3:>2 

31 
18 
17 
.2 
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100 0 
20 0 
20 0 
28 5 
28 5 
36 0 
36 0 
18 0 
~_Q. 

293 6 

31 0 
18 0 
17 0 
2-Q 

71 0 

34 1 
6 8 
6 8 
9 7 
9 7 

J 2 3 
12 3 

6 1 
__ LZ 

100 0 

10 6 
6 1 
5 8 

_J-Z 

24 2 

U8$17,040 

US$ 

126 
6 

28 
45 

588 

793 

US$16,247 
US$ 3,528 
US$ 12 
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,\SC;:C'Clni Ion nEllbel s average 140 breedIng cows In theIr herds, for 
a total of 45,000 cows In Lhe ASSOcIatIon Herd The analysIs 
Rbove ~ould requIre about each member to purchase an average of 
11~$ 793 per Y0ar In vetlnalY supplIes Total sales through the 
'·~Ocl~tlun btore ~ou]d be a ma~lmum of $255,000 per year A 
1 r(1['oIJoble eVp(~(/tatlOI1 wOll ld be a fOUl th of that In the fIrst 
year OL two, expandlng over tIme to someth1ng lIke 90% of thIs 
roAX]~Um, or US$?30,OOO pee year The total an1mal unIts 1n the 
\,,'30Cl('1tlon 1.l.:ord 'Jould Le evpected to Increase from the 
<1l'ploxLliately 71,390 a.t plesent, to approxImately 94,245 over tbe 
pI rlod of adoptIon The total rost (not IncludIng technIcal 
d-sl~tance) of dbuut US$730,OOO would generate est1mated benefIts 
of aoout US$I,130,OOO ea.ch year for members of the ASSocIatIon 

'31 flGe the lostS 2re annual, the rccovpry of Inventory Investment 
by cLe ASSOcIatIon store ,oJould aL 0 be annual, though lagged some 
months IndIvIdual co~ts mIght be around US$I,lI0, and 
indlvidual ~enefits dlound US$3,516 per year. The fInanCIal 
analYSIS lndlcateb a very favorable use of ProJect grant funds 

III Sorghum ProduGers AssocIatIon 

A) IntroductIon 

There currently are about 150 actIve members of thIs AssocIatIon, 
dIstrIbuted among seven regIonal Chapters Sorghum 1S almost 
entJrely an IntermedIate product, destIned for Ilvestock mIxed 
feeds,rather than dllec~ly for human consumptIon ProductIon 
CObtS are estImated to be between US$56 and 65 per manzana (1 
maozana : 1 75 acres) Inputs are estImated to account for 49% 
of totnl costs, or around U'3$ 30 per manzana, are saId to be the 
hIghest of any In Central America In the past ten years, the 
Govelnment has Imposed a hIgh rate of taxes and dut1es upon 
Imports, and has ft~ed the prIce at whlch producers may sell to 
the (Government) plocessing 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 pO]lcles 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 InstallatIon would be 
relatIvely InexpenSIve to Install (bIns, hammermIll, mIXIng drum, 
power source), but no data are avaIlable on actual costs, nor on 
the net benefIts of ItS' operatIon No fInanCIal analYSIS has 
been pOSSIble at thIS pOInt. 
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2 ASSOCJatlon MachJnery Pool Most of the tractors and 
,ssoclated 0QulpM@nt of the members IS pre-1979, and has Leen 
dJrflrult to keep lnalntalned due to the dIffIculty and expense of 
(:WltJ ng IJllpr)l ted pal ts Some members \.;ere ably to buy RUSSI"n 
lractors rlurlng the last ten years, but these tend to fall apart 
In thLoe ~e~rs or so of use The members propose to establIsh a 
pool of lractor and assocIated equIpment for each regIonal 
~hapler, the use of WhICh would be rented out to membels No data 
Dle aV~JJable to ~l]ow a fInanCIal analysJs of thJS prosp~ct at 
Uus tJTle 

3 The tGd1nolutJY of SO) '}hum productIon, lIke that of most crops, 
lIas changed gredtly over the last ten years or so These changes 
111clude JmpJoved hybrId cUlllvars, changed cultlvatlon and 
feLtl11zel pIactlccs, etc The Assoclatlon would llke to 111~e a 
ClOpS tecnnlClan who would communlcate up-to-date tec~nology to 
membels 1lrough semInars, fIeld days, and on-farm demonstratIon 
plots ThJS proposal IS addressed below 

4 SOlIs ddta and lnterpretatlons There are avallable SOlIs 
SUlveys of at least reconnaIssance level, but producers are not 
traIned to Interpret these, or the results of farm-level SOlI 
sample anal~ses M8mbers would lIke to have avaIlable to them, on 
An as-needed basls, SOlI sample analyses, and technIcal 
Intel pretatlcn of these and baSIC SOlI data for theIr pr, _tical 
productIon use Estlmates of the cost of such serVIces h2ve not 
been made at thlS tlme 

C) Technlcal ASSIstance In Sorghum ProductIon 

The estImated costs to the Chapters of the AssOcIatlon we Jld 
conSIst of the salary of an agronomIst at about US$ 16,000 per 
year, a vehlcle at ~bout U5$20,000 over fIve years, 1/2-tlme 
secLetarIal support at about U5$3000 per year, and annual costs 
for offIce supplles and other eqUIpment at about US$ 4000 per 
year Annual operatIng costs to the Chapter would run aLout 
US$23,000 per year In total, whIle the capItal lnvestment In a 
truck would be about US$4000 per year over the flve years 

Sorghum YIelds for the 1990-91 crop averaged about LO 
qUIntals (hundredwelght) per manzana (1 75 acres). The average 
Assoclatlon Chapter had 487 manzanas of sorghum per member, for a 
total of 10,425 manzanas per Chapter It 15 assumed here that the 
dIrect effects of the technlcal aSslstance would be: 

a) to Increase productIon efflclency of producers by 25% In year 
two, and an addlt10nal 10% In the succeedIng three years The 
measure used IS an Increase In YIeld per manzana WIth no net 
lncrease In productIon costs per manzana,or In prIces per qUIntal 
(QQ) ThIS IS the eqUIvalent of a SImIlar decrease In productlon 
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costs per qUIntal 

b) A Jagyed J11CreaSC 111 ~rtn73nas of plnctULtlon letlectl1g the 
111cleasJ.ng l)rofltablllly of lhe c.cop It. IS aSE:umcd that 
r.cUU1..tL t lon \-muld InCl!?::; se oy 1..he Sdli1e anJJua 1 p1 opal tJ ons .Js 
y leld, ] i'lJged one year rogf'rber, These b,o l'IJenomcn~ l~? f] ~L t 
L.:cove.cy of posltlons In ooth YIPlc1s 'lnd rtrca l-lopped tha.t 
pLC.;v~lled In earller yrdJ S Co~ts of pn:J(luctlon of SOlCjI1' 1J1l 1 n 
~he ]990-91 CLOp ~cason ~ere e~t~rndled lo be lc0und US$61 eel 
1,'1ilZdn~, 0.( US$ 3 05 per qUln1..al The prIce 'Jas fIxed at a lQvel 
()f pt,tl'''a"led averag~ pr00dCrl()J1 costs plus 30%, or aoout U?73 97 
per qUIntal 'rhe flllftflCl al dJ131YSIS tndt. fOllcwS 'NilS ciullC on tl'e 
bBSIS of 'In M.,socla r lon C1JUf)t.er I "1nd t.hen -+:r3nslated to ,fl',11:,0.c 
PLollOL 1.. Ions to examlne nec bt..nefIi..s per f,-l1 r ar ner,'ber 

PLescnt 
Yea.c 1 

2 
3 
4 
5 

Present 
Year 1 

2 
3 
4 
5 

SUMS 

YIeld In 
OQjMz 

20 ° 20 ° 25 ° 27 5 
30 2 
33 3 

Net Value 
Ploductj 

jChdpter 

191,820 
191,820 
239,775 
329,683 
398.252 
483,068 

Hz j 
Chdpter 

10,425 
10,425 
10,425 
13,031 
14,334 
15,768 

GlOSS 
P~oJect 

Cost! 
Chapter 

° 43,000 
23,000 
23,000 
23,000 
23,000 

135,000 

PL-oduction 
jChapt.er 
In QQ's 

208,500 
208,500 
260,625 
358,352 
432,887 
525,074 

ProJect 
Value 
Addedj 
Chapter 

° -43,000 
24,955 

114,863 
183,432 
268,248 

Gross Value 
Plodllrt! 

GLOSS PJoJn 
COt,tjC'lnpt 
@$3 05jQQ Chapler ($) 

827,715 635,925 
827 745 635,975 

1,034 581 794,906 
1,422 657 1,092,974 
1,718 )57 1,320,305 
2,084 .-44 1,601,476 

ProJect lIember 
Value Net 
~dded/ BenefIt 
Membel F~om PLO] 

° ° -2,009 ° 1,166 - 411 
5,367 3,790 
8,572 6,995 

12,535 10,958 

25,63 21,332 

The subprOJect grant recovery 1S stru~tured for a complete 
recovery over the last four years of the f1ve-year proJect l1fe, 
w1th pos1t1ve net benef1ts to the Ind1vIdual meMbers 1n the last 
three years. 
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IV ESTELl CATTLE PRODUCERS 

A) IntroductIon 

The area around Fsleli IS cha£acterized by steep, partly f700ded 
~ountaIns, and 3~all valleys ard rollIng slopes covered by scrub, 
varIOUS cactI, and bunchyrasses The A-horIzon of the SOlI cap 
ai'r~ars to be very thIn Although the annual raInfall IS about 
20"/ It falls almust exclusIvely durIng the summer season 
DurJng the dry and hot WInter months, there IS veLY Ilttle 
surface water for 11\(stock or any other use Cattle producers 
ectlmaLe tdt thelr caitle lose up to 20% of body weIght durIng 
eha WInter, and that death losses of weak cows and calves may be 
15%, due mostly to lack of water. 

B) Needs LIst 

1 IMproved genetIc base of the herds ThIS was accomplIshed In 
years prIor to 1980 by Impoctlng good bulls and bred heIfers, and 
by the AssocIatIon maIntaInIng an artIfIcIal Insemindtion 
serVIce (Dally route run by motorcycle, WIth small thermos for 
the frozen semen ) 

2 WInter feed for anImals IS scarce The need IS for Improved 
pastures, USIng grasses that ~round-cure WIthout loss of proteIn 
and palatabIlIty If Irrlgatlon water could be found or large 
water Impoundments constructed, cut forage raIsed In summer and 
WInter would provIde supplemental hay for cattle 

3 There IS a small slaughter plant In Estell. It was vastly 
overstaffed and poorly manageJ under Government auspIces It now 
IS shut down most of the tIme ReorganIZIng thIS plant, preferably 
under prIvate auspIces, would Improve the market for local 
sldughter cattle 

4 The most crItIcal need, t~e key to rebUIldIng the range cattle 
bUSIness In the Estell' area, IS for excavated tanks In WhIch to 
store surface runoff durIng the summer, for cattle use durIng the 
WInter. ThIS proposal IS subJected to a fInanCIal analYSIS on the 
follOWIng page 

5. The ASSOCIatIon store IS poorly stocked WIth vetlnary 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 up[on WhICh they weIgh 
cattle, and would lIke to ad~ corrals and holdIng pens In the 
same locatIon (edge of Estell/)to faCIlItate organIzed cattle 
sales 
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7 The offIce etill1pment of the ASSOcldtlon dates back to the 
1970's or beyond rhey need a typc>wliter, photocopler, c0rputGr, 
etc 

8 Tne banklng system In Estell JS 0ysfunctlon~1 The 
\SrOcldtlon woulj llke to have ~ hand ln oLganlzlng a pllvate­
seL. tor LIvestock i3ank, at some t.LldC over the npxt few teeH S 

9 The ASSOcIatJOn ha.s consldered the lnstoJldtJon of a snaIl 
pJant to mIX supplemental fEed for theIr cattle 

10. There are .cecUlrlng lJrohlems tnth screnporJ'l ann \tnt h ICl.l,[)11e 
b~ls that Lcqulre technIcal ddvlce not pLesently rV311abie 

C) Water T3nks For Rctnge Cattle 

In a few s~all volleys, there may be ground ~ater close enough to 
the surface to TIake practIcal the drliling of wells, and lhe 
Inbtallatlon of WIndmIlls and waler btorage tanks But In lost of 
the range area,drilled wells are ImpractIcal The solutIon to 
the wlnter water ploblem IS to bulldoze small ponds In sUItable 
arloyos over th3 lange land Pond conbtruction IS an Invebtmellt 
In Infrastructtre, lIke that In fences and calvIng sheds, for 
WhICh benef~ls ~re only IndIrectly measurable In thIS case, It 
removes dry seE 30n stock water as the most lImItIng factor to 
ca~tle prOductiOn, allowIng fUlther, but not so serIOUS lImItIng 
factors to be addressed, (such as range reseedIng and the genetIc 
upgradIng of the breedIng helds) Capltal Investment costs ~ere 
estImated as: 

06 SI7e tractor, blade and chIsel 
4WO r ckup truck to selVlce tractor 

Total CapItal Requlred 

US$ 75,000 
US$ 15,000 
US$ 90,000 

The ASsoclation would request thIS amount as a subprOJect grant 
under the Prlvace AgrIcultural ServIces ProJect, to be recovered 
by chargIng merbers for tractor serVIces OperatIng costs 
lnciuding drIver salary, dIesel fuel, repairs and maintenance, 
etc are estImated to be US$50 per hour of operatIon It IS 
expected that the bulldozer could construct two tanks per week, 
IncludIng trav€l time between locatIons, or a total of about 100 
water tanks per year At thIS level of operatIon, the varIable 
costs would be about US$ 1000 per tank DepreCIatIon charged over 
an estImated tractor lIfe of seven years would add about US$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 In hIS herd, or 263 
AnImal UnIts. WIth death losses at 15%, he sells around 44 
anImals of varIOUS types per year, for a gross Income around 
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1 ~SlO,560 WIth the aval]abl11ty of water In the dry season 
\_lltt Lng c.l\ cr3.ge ded'Lh loss to 10%, the average herd would 
lJGlp~se 'Lo -b0ut 316 anImals, or 271 anImal unils Flom thls 
Ilprrt, c.lbout 51 anlm~ls would be sold, for an annual gross Inco~e 
of about US$ J2,710 Net benefIt to the member USIng the tl3ctor 
S<.'Lnce ,,TQuld DC cbout US<?1,680 per year, for E-VelY YI}ar after 
h'd \.. er tanks 'pre bUIlt On riverage, each nember would cons'Ll net 
4 3 t (Jnks n[(JI1 JllS range 1 ?nd, at a total cost of US$5, 246 He 
t auld lGCOVer hIS lDveslmant, through Increased cattle sales, In 
'\Uout tbr ce jPars :ifter Lhc ~vater tanks We} e constructed 

GI 'tn that Rbout 23 ASSOcldtJOn members would have 100 water 
t&nks dug per year, the m(rr~er~hlp mIght be completely sprviced 
OV(~( the sLv0n-ycdr 11[e of the machInery The replRcemcnt fund 
~cr~mu]aled over lhese yea15 would allow the ASsocIatIon to 
contInue the 11ac1unery servIce, extendIng to non-member L-ancl1ers 
~p the area In addltl0n to coverIng operatIng cosls and 
mAchInery dep1eclatlon, the ASSOCIatIon would have around 
V~$11,070 per jPar WIth WhICh to cover overhead costs of the 
I~~chlnery and uther Assoclatlon serVIces to members and others In 
I he cOlllmunlty The ProJect Net BenefIt estImate IS as follov1s 

Number of ProJect Gross ProJect ProJect 
Users BenefIt Cost Net BenefIt 

lear 1 ?3 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 24?,910 110,700 132,210 
7 160 279,870 110,700 169,170 

Totals 160 1,157,730 774,900 382,830 

H Masatepe Coffee Growers • 

A) IntroductIon 

:ne coffee producers ASSOCIatIon of Masatepe IS located upon a 
cldge of around 570 meters elevatIon (1,852 ft ) between Managua 
and the PaCIfIC coast The land surface IS nearly level upon the 
Denches, and occasIonally dIssected by steep-SIded valleys The 
?oll has a thIn A-horIzon of weathered volcanIc ash, underlaIn by 
fractured clay, or clay-loam. The groundwater table IS saId to 
be about 1200 ft , or neacly to sea level. The area IS 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 
fcultS and vegetables. 
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The Masatrpe ASSOcIatIon 'Jas olryan1zpd In 1966 wIth fe~pr ~han 30 
ncnbcrs It cULrently has 73 actIve mo]nbers farnJng a total of 
1,350 nan7anas of coff0e, or aDout 18 5 "l1ZS per meJuber on 
aV(>lage Ov€.r the la'::>t b'n YLars It has been d] ftlcult end 
l vpens 1 vc to buy tools flnd l'11111)]YIeJ1t that had to be IffiL,ori-pd, "1nd 
V~ly dlfflcult to get aY10che~lr~ls, dll Jmpoltcd LJkeWl~e, 1he 
nec.:s~aly Lrlps to VISIt coffee glO\.prs dnd expcn m~o>nt stallOTls 
In t)t.her ('OllntrIes yl(?l e CLlt off, ":;0 thdt 1 he coffee produl t Ion 
tcchn01ugy t~day IS sald to te no hettpr thdn that usprt In jy79 
\11 flnlketlng of coffee WriS t~ken over Ly the Governrpnt at 
pt ()l'uC(~r prJ cos arbl trarl ly f 1 \.ed by L hl m These pllces na ve lLot 
Lefler Lcd el tl1er productlon costs, or '<lOr Id m'lr\('t prl'~(::'s of 
coffel3 So,"e 111dl Vl dual coffee faL Jl1S, ~nd the bank FlCLOllnl of 
the AJ~Oclatlon were confl'::>cdted, and Lhe roff~e worh('rs 
01gan1 7 cd Jl1to a confront ILlonal UJ110n JJy the Sandl))lsta 
GOVPL'lJnGnt 

The net Lesult of all thJS mlbforlune has been a reauctlon In the 
nUL 1ber of producer /membprs In the l.,t:>soc 1 ..,tlon, 111 the Ylel, s of 
coffee per manzana, and In lhe faLm 111COme derlved flom ltS' 
sale Most producer/members ~ho lem~ln, upeJate at a low level of 
productlon technology The maIn (joal of the AssocIatIon now IS 
to lncrease Yields and qualJ.ty back to the levels of ten yt~als 
ago ThlS means an Increase In YIeld fcom about 6QQ (a QQ =100 
lbs ) up to 25 or 30 QQ per man7ana The means WIll be an 
InClease In the use of apVroprlate P10QUctlon technology, 
Includlng replantIng WIth new and Improved cultlvars, use of 
approprlate agrochemlcals, and other Imp~oved productlon Methods 

B) Needs Llst 

1 TechnIcal asslstance to ploducers, members and nun-mombels on 
fertIlIzatIon, replantlng WIth modeLn cultivars, re-establlshment 
of dP~roprlate shade tlees, cOl1trol of fun9us,ne~atodes, and 
olher pests, systems of \J€ed control, plant populatIon and 
prunIng methods, establIshment of on-foLm fIeld trIals and the use 
of fIeld days and publIcatIons for extenslon actlvltles, etc 

2 SOlIs analYSIS, preferably In a sIDnll laboratory operated by 
the AssocIatIon, to asslst 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 In 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 
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C) APrlled Coffee Technology Propnsal 

Tn Y( rt!S past, the J!C\sdtl'pe ASsocIatIon has hlred ItS' own coffee 
lcchnlclan fOl the b0~Gflt of members and local non-members 
dll\e 'll11S rnoposal IS c(~!J"Lered upon a Grant to provIde, agaIn, 
c:;uch t.echnlcal (~x:pt. rt lse, ,md the support to allow members to 
Cal 1 Y out tl'e rccoJ nC'ndat Ions The cost would Include salary, a 
v0hIr1e lnclLdlng Its' op0lallng costs, a fund for seedlIngs and 
othc> I JIlc.ltO:r I '11s, ~~nd C:;UPPOl t for fIeld days, technIcal VISItS, 
puh 11 \~at Ion of a J1'2PS 1 ei ter, etc 'rhese costs should be 
rc(o\ ~rable, 2".s ln the past, by a 10% surchalge on sales of 
aYLoLtrmlcals and olher productIon gooes through the AssocIatIon 
':..t0re 

'fhe ,).c,nt reqll }st \ ,)uld olso Include funds to purchase a 
m~rhlnulY pool conSIstIng of t~o tractors and assocIated 
equll'Rcnt for feltlllzer and other agrochemlcal appllcatlons, and 
mOWeJs [or weed control 10 the aIsles between rows of coffee 
bushes 'rlns cap] tal would be recovered by an hourly, or a per 
manlana, fee paId by farmers who rent the equIpment It IS 
estImated that the pool would be able to supply selVlces to about 
140 waJ17anas of coffee, for the several operatIons Involved 
These costs are surumarlzed 1n the table below 

Item 

CapItal Investments 

2 Tractors, 35 HP 
AvpJ]Catlon eqUIpment 
2 I[ower attachments 

Annual OperatlDg Items 
Total 

Salary for coffee technICIan 
4WD pIckup truck (annual depreCIatIon) 
Travel for data acqUISItIon 
SeedlIngs & other MaterIals 
FIeld days, publlcatl0ns,etc. 
OperatIng costs of vehIcle (20,000k) 

Total 

Cost(US$) 

18,936 
22,500 
5,000 

46,436 

16,000 
4,000 
5,000 
2,500 

10,000 
8,000 

45,000 

A thIrd portIon of the Grant request would be for the workIng 
capItal requIred to purchase the Increased Inventory needed In 
the ASSOCIatIon store, In order to cover Increased purchases. 
Half of the Inventory Increase needed for year two In the sub­
proJect would requ1re US$ 62,560. ThIS would be recovered by 
turnover In the follOWIng product10n season. The total Grant 
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10quest would amount to US$154,000 

Cost Pec.overy 

TI1(~ pUr pose ()f I_he technlca] aSSl stance pOL lIon of the g:r dnt 
pOllld De to move the average YIeld of coffee flom the plesent 
60Q/rranzC1na bJck to prevIous YIelds of 25 - 30 QQ/HZ The 
~~Ghlnery pool I QuId ~elVlce land upon wnJch thcse auvances wpre 
bCIPg made, bul w()uld add a 'Sma] 1 lllC.L ,~J'1enl to Ylelos, due t.o I_he 
II lcllness of operatIons, and the IJ1crcased control over 
<1}Jpllcatlon rd'Lps The follmvlng tl1ble tLaccs OUl_ the Jn~( hunIf'm 
for cost LccovLry, l.nd net proJect and net fclrmel bene[lts t'lat 
TIlu;;ht obtaIn as a result of thIS ,":>1J1Jyl ant 

NON -t1ECHANTZ'f. 0 (J ,210 J zs) 

Year 1 

YIeld, QQ/Mz 6 
Gross Value Prod ,$/HZ 425 
Cash Prod'n Cost,$/Mz 770 
Net Cash Income,$/Mz -345 
ProJect Net Farm Income(OOO$) -417 

Slore Sales,$/Mz 292 
10% Charge,ProJect sales (000$) 35 
Net BenefIts, ASbOC , $ -5449 

Hechanlzed (140 

Year 

YIeld,QQ/Mz 
Gross ValLle Prod ,$/Mz 
Cash Prod'n Cost,$/MZ 
Net Cash Inc ,$/Mz 
ProJ. Net Farm Income, (000$) 

store Sales,$/Mz 
10% Charge,ProJect Sales,(OOO$) 
Net Benef~ts,Assoc $ 
12712 

1 

6 
425 
820 

-395 
- 55 

289 
4 

-672 

2 3 

12 18 
850 1275 
998 1236 

-148 39 
-179 47 

384 486 
46 59 

5683 18025 

Mzs) 

2 3 

13 20 
921 1417 

1033 1255 
-112 162 
- 16 23 

377 475 
5 7 

560 1932 

4 

24 
1701 
)603 

98 
119 

674 
82 

40773 

4 

26 
1842 
1582 

260 
36 

660 
9 

4522 

5 

30 
2126 
1860 

/66 
322 

809 
98 

57108 

5 

32 
2267 
1821 

446 
62 

792 
11 

6370 

Sufll 

-SO 

:':;u!1l 

361 

ProJect TechnIcal cost 15 $40,781 per year, deprecIatIon on 
MachInery pool for 140 Manzanas only IS $4,718 per year Net 
cash Incomes for farmer/members not USIng the machlnery pool are 
poslt1ve 1n the 6th year All other Incomes are posItIve 1n the 
5th year of the proJect. 
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VI NlcBLaguan A_Soclatlon of Non-TradItIonal EVp0rt Producels 
(APLNN) 

'rhe ArrNN VLO]ect IS Intended to provIde technIcal assIstance In 
ploduction alld lnt' (Ket Ing of non-t.cadl tlonal (,lOpS In NIcaragua 
Suppnlt to }l'l~N ~lll provIde technIcal aSsIstance In prod~ctlon 
and ll1alkeil11g to APFNN Members for a va.clety of non-"nadltlonal 
(.rops ThIS ~Dalysls, however IS based on the costs and benefIts 
of r)(;nt'ydE"w T'lelon productlon because thIS IS the only APENN 
spoll':>ored rxop tvhl<. h has been exported to date (note that AP.f:.NN 
w,s started 1n July of 1990) ApprOXImately 800 manzanas of 
llone} det<l ID0ll1ns e.ce under productIon for market] llg In Harch :md 
APCll The Inalyses that follow depend upon ro~gh estImates of 
Yleld by MaLket grade, of productIon and marketIng costs, and of 
pLlces upon the Bl.aml. market. 

B) Honeydew Melon Ploduction 

The YJeld IS ostlmated at 800 boxes per manzana The 
dl~tTlbutlon of grades IS assumed to be (usIng }onduras data) 23% 
5's, 64% 6-8's, 14% 9's and 10's The latter t"o gra<ies are not 
E~~ported For lack of a better alternatlve, It IS assumed that 
these overlarge melons are sold upon the local drket at the 
productIon cost of US$3 per box at the farm gale, WhICh would be 
the productIon cost plus the cost of the box 

YIeld = 800 ooxes per rnanzana 
DIstrIbutIon by grade 1S 

23% 5's @ US$ 7 00, 184 boxes = 
64% 6-8's @ US$ 8 25, 512 boxes 
14% 9-10's @ US$2 00, 112 boxes 

'l'utal Sales 

ProductIon cost = US$ 2 per box 
MarketIng cost, Exports = US$ 4/box 
MarketIng cost, Non-export = US$l/box 

Total Cost 

Gross value product 

= 
= 

USC" 1,288 
US<? 4/224 
US$ 224 

US$ 5,736/112 

US$ 1,600 
US$ 2,752 
US$ 112 

US;; 4,464/M2 

US$ 1,272/Mz 

ThIS would be a .ceturn of about 28% on costs, and would appear to 
be a profl.table actlv1ty for the producer. 

In order to assess the total f1nanc1al costs, the cost of the 
technIcal ass1stance prov1ded by the ProJect must be Included 1n 
the analYSIS Costs are taken from the ProJect uudget for APENN. 
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Glv~n 1he productIon data from ~he lnitlal Investment In 
techllical 3bslst3Dce through APENN (800 manzanas of melons 
rnoduecd from the Inltlal lnvestment: of $300,000), It IS assumed 
thRl the technlcal aSslstance provlded through the ProJect WIll 
InclC~b2 the <raJe of productIon from the present 800 manzanas, 
by )00 ri n/an~~ per year to a total vf 1800 In the fIfth YPRr 
rhe PIOJLct bC'l1pf 1 ts arc the value oi" products from these 
orldltlunRl mrn~nnas of pioduction The dlscount rate used IS 
14% 

Y(ar 1 2 3 4 5 
---- ------- ----

Hz'S (In( .o'I.1Vlltal) )00 400 600 800 1000 
Total Snles (000) 1147 2 2294 4 3441 6 4588 8 5736 
Prod CUbts (000) 892 8 1785 6 2678 4 3571 2 4464 
Pro] Costs (000) 391 7 314.2 215 7 164.2 164 
Net Beneflts (000) -137 3 194 6 547 5 853 4 1107 

rhe sum of dIscounted present values IS $2,392,939 for beneflts 
and $913,454 for CObtS WIth a net present value of $1,479,485 
The Benefl~-rost RatIO USIng dlsco~nt~d values IS 2 62 for the 
APENN ~roJect ThIS represents a velY worthwhIle Investment and 
shows that the ProJect should be u dertaken 

PART TWO FINANCIAL SUSTAINABILITY 

0 
0 
2 
8 

The Ibsue of fInancIal sustainability In lhe ProJect IS addressed 
at the three dIfferent levels where ProJect aSSIstance IS beIng 
dlrected· the local assoclations a ~ commodIty federatIons 
(PAOs), UPANIC, and APENN SustaIn;:>blllty IS beIng addressed for 
the PAOs by maklng thIS one of the crIterIa by WhICh the subgrant 
proposals WIll be Judged The InstItutIonal subgrant proposals 
must JustIfy actIvlties by demonstratIng how they WIll make the 
PAO a more VIable, sustalnable organIzatIon. ProductIVIty 
subgrant proposals WIll have to de~onstrate how the proposed 
serVIces to be funded are sustalnable through payment for the 
serVIces by the members 

sustainablilty for UPANIC's dIrect Instltutlonal strengthenlng 
actlvltles w1ll be addressed through ProJect lmplementatlon 
Glven UPANIC's strength and level of fundlng prlor to the 
d1fflcult years In Nlcaragua, lt 16 expected that UPANIC can be 
flnanclally self-sustalnable once the agrIcultural sector regalns 
ItS productlvlty An Illustratlon of thIS can be seen If we look 
at the expected profIt for the far~ers from the actIvltles 
analyzed In the fInanCIal VIabIlIty analYSIS In conJunctIon, 
the proJect funded productIVIty gaIns for the four UPANIC 
assoclatlons showed annual net Income for the farmers of 
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lpprOXlmately $1 3 mIllIon (thIS anount has been dlsco~nted Rnd 
constItutes real Income net of Inflatlon) by the fifth year of 
the ProJPct If the assocJatJons tahed profIts by 5%, thIS would 
mean $65,000 per Annum for assoclation co~ts If one-flf~h of 
thlS went to UPANIC, thJt would be $13,000 for evpry four 
aSSocIatlons or $130,100 for the forty aS~oclatl0ns together 
ThIS ~rn0unt IS sutflclent to cover UPANIC's baSIC opclatlng and 
capItal LOStS UPANIC WJll develop a specIfIc sustRlnablllty 
plan by the end of the recond year of Lhe ProJect shcWJPg how It 
\<}1] 1 ral~e sufflClent rGvenues tl1rough lleJllbership d1. ... es, fees for 
servlces, ard/or a check-off syst~m on the saJe of the -l~Lers' 

farm produce to cOV0r Its operatlng and capItal costs 
RUJarolng AI'fHN, arnp) e StUdlGS and evaluatJ ons of N'TAE Pi OTlotlon 
InstIl utions In the rLqlon show that '::Justainablilly IS 110t 
posslble In t.he short-teL '1l gIven the long-t P!m II1Vl3Stl.lCl1tS Unt 
producers have to make WJthout payIng the CObt of TA BRsed on 
experlence In other couJJtrles, the as::.umptlon used 1n the paper 
IS that APENN can become bustalnable wIthIn a 10 to 15 ~car tIme 
frame The strategy Jeveloped In the ProJect 1S for Af}NN to 
reach a level of sustulnability of 50% of operatIng costs by the 
end of the ProJect FLom lhe IllustratIve example on melon 
productIon used In t~e fInanCial vIabilIty analYSIS, It can be 
seen that thIS 1S p0SGIbie Producers are expected to be 
producIng 1,800 lnan2..!nas of melons by the flfth year of the 
PloJect If 5% of t 1e profIts of $1,272 per manzana weLe laxed 
to support APENN, tIllS would prOVIde approxImately $J 14, 000 per 
year--roughly equal to 50% of APENN's operatIng and program costs 
of $250,000 per year APENN WIll develop a speCIfIc 
sustalnablilty plan Dy the end of the second year of the PloJect 
shOWIng how It w111 raIse suffICIent revenues through ~e~bershJP 
dues, fees for serVl es, and/or a check-off system on the sale of 
the members' farm pronuce to reach thIS goal 

PAR'r 'rHREE DETAILED COST ESTIMATES AND BUDGET ANALYSIS 

DetaIled Cost estlm2tes are contaIned In the tables C-3-1 and 
C-3-2 on pages 18 alld 19 of thIS Annex The detailed budget for 
the InstItutIonal contractor under the APENN agreement IS In 
tables C-3-3 and C-~-4 on page 20 Table, C-3-5 on page 21 shows 
percentages of ProJ(~t fundIng (calculated separately for UPANIC 
and APENN components) for each ProJect element for both AID and 
counterpart contrlbutlons and Table C-3-6 shows the ProJect 
budget by Accountlng Element. The cost estImates already Include 
adJust~ents for lnflatlon of 5% per year for all of the annual 
salary and operatlng cost ltems Local salarIes were fIgured by 
multiplYlng the base monthly salary by thlrteen months for the 
terceavo mes and the~ addlng an addltlonal 20% on top of thls 
total amount for soclal securlty and other requlred beneflts 
Prlces for goods and equlpment lnclude the cost of transport 
where necessary 
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The total ProJect budget was drawn up for all components of the 
ProJect and costs were d1v1ded between AID and UPANIC and APENN 
accord1ng to the f1nanc1al susta1nab111ty strategy d1scussed 
above Overall, AID w1ll contr1bute $7,000,000 or 94.6% of the 
total ProJect fund1ng wh1le UPANIC and APENN w111 contr1bute a 
comb1ned total of $402,714 or 5.4% of Project fund1ng. 
Ind1v1dually, UPANIC w1ll contr1bute a total of $196,434 or 4.1% 
of the fund1ng g01ng to UPANIC wh1le AID wIll contrIbute a total 
of $4,600,000 or 95 9% As explaIned above 1n the susta1nabIl1ty 
sect10n and 1n the counterpart wa1ver, UPANIC was not expected to 
prov1de counterpart to the fund1ng for proJect management and 
sUbgrants to the f1eld wh1ch const1tute 87% of the fund1ng for 
the UPANIC proJect components UPANIC's contr1but10n represents 
31 7% of the fund1ng for 1tS own 1nst1tutI0nal strengthen1ng 
subcomponent Th1S subcomponent has been set up so that UPANIC 
w1ll start contrIbut1ng for th1s component 1n the thIrd year w1th 
25% of the costs, graduate to 50% 1n the fourth year, and assume 
75% 1n the f1fth and f1nal year of the ProJect. APENN 1S 
contr1but1ng $206,280 or 17 9% of the cost of the-APENN d1rect 
costs (not 1nclud1ng the 1nst1tut10nal contractor) Th1s amount 
has been programmed so that APENN w111 contr1bute 10% of total 
costs 1n the th1rd year, 25% 1n the fourth year, and 50% 1n the 
f1fth and f1nal year 
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Table C-3-1 PROJECT BUDGET FOR UPANIC 
(Dollars) 

Base Prlce/ 
Concept/Year Monthly Unit 2 3 5 TOTAL 

PMSO 
a UPANIC Contracted Employees 

- Agro-buslness TechnICIan 1 000 4 800 16,380 17 199 18 059 18,962 75 400 
- FInanCIal Management SpeCIalIst 1 000 4 800 16 380 17 199 18 059 18 962 75 400 
- AdmInIstratIve AssIstant 1 000 4 800 16 380 17 199 18 059 18,962 75 400 
- Accountant 1 000 4 800 16 380 17 199 18 059 18 962 75 400 
- Secretary SOD 2 400 8 190 8 600 9 029 9,481 37 700 
Subtotal 21 600 73,710 77 396 81 265 85 329 339 299 

b OperatIons 
- VehIcle OperatIng Costs 2 500 7 500 31,500 33 075 34 729 36,465 143 269 
- Comnunlcatlons 250 750 3.150 3,308 3,473 3,647 14,327 
Subtotal 8 250 34,650 36,383 38,202 40,112 157 596 
PMSO TOTAL 29,850 108,360 113,778 119 467 125,440 496,895 

2 InstItutIonal Strengthen! ng 
a Subgrants for lnst StrengthenIng 500 000 1 000 000 500 000 300 000 a 2 300 000 
b UPANIC lnst Strengthen! ng 

I Salary Support 
- ExecutIve Secretary 1 900 29 640 31,122 32 678 34,312 36 028 163 780 
- Agr1cultural Econom1st 1 500 23,400 24,570 25,799 27,088 28,443 129 300 
- Accountant 900 14,040 14,742 15 479 16,253 17 066 77 580 
- SecretarIes (2) 400 12 480 13 lC4 13 7SS 14 447 15 170 68,950 
- Chofer and OffIce Boy 300 4 680 4 914 5 160 5,418 5,689 25,860 
- JanItor 150 2 340 2 457 2 580 2 709 2 844 12 930 

Subtotal 86 580 90,909 95 454 100,227 105 239 478,409 
11 Technl ca I ASSIstance 1,607 9,100 10,000 10 000 0 30 707 
111 OperatIons 

- Rennovatlon and RepaIr 10 000 3 000 0 0 0 13 000 
- Rent and Ut11ltles 1 700 5 100 21 420 22 491 23 616 24 796 97 423 

Subtotal 15 100 24 420 22 491 23 616 24 796 110 423 
Total UPAHIC lnst Str 103 287 124 429 127 945 133 843 130 035 619 539 

3 Subgrants for ProductIVIty 0 300 000 700 000 200 000 0 1 200 000 
4 Evaluatlons/Aud1ts 20 000 20 000 60 000 20,000 60 000 180 000 

TOTAL FOR UPANIC COMPONENTS 653 137 1 552 789 1 501 723 773 310 315 475 4 796 434 
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Table C-3-2 PROJECT BUDGET FOR APENN 
(Dollars) 

Concept/Year 2 3 4 5 TOTAL 

Base Prlce/ 
Monthly Umt 

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 
- TraInIng 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 8 190 8,600 9 029 9,481 43 100 
- ExecutIve ASSIstant 900 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 
- On ver 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 Infonratlon and TraInIng 
- Traln1ng 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 DOD 5 000 5 000 5 000 36 242 

4 OperatIng Costs 
- Rent and UtIlItIes 2 500 30 000 31 500 33 075 34 729 36,465 165 769 
- VehIcle Operat10n and MaIntenance 2 500 3D 000 31 500 33 075 34 729 36 465 165 769 
- General Mater1als 600 7 200 7 560 7,938 8,335 8,752 39 785 
- MaterIals for AgrIcultural Tr1als 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 1 197 027 560 187 363 618 236 926 248 522 2 606 279 
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Table C-3-3 Inst1tutional Contractor Budget 

Concept/Year 

Salar1es 
2 Fr1nge Benef1·s (30% x Item 1) 
3 Overhead (70% x Items 1 + 2) 
4 Post 01 fferent1al (20% x Item No 1) 
5 Allowances 

- Hous1ng ($24 000 per year) 
- Temporary Lodg1ng ($10S/day for 45 days) 
- Consumables (2 500 lbs x $3 per lb ) 
- Educat10n ($23 000 per year) 

6 Travel (Managua-Wash1ngton at $1 000 per rt) 
7 Short-term Consultants 

UPANIC (375 days ~ $260/day) 
APENN (270 days @ $26o/day) 

8 Consultants Per Dlem (@ SI6S/day) 
9 PMSO Salary and Operat1onal Support (9 months) 

- Agro-bUSlness Technlc1an 
- Flnanc1al Management Spec1a11st 
- Adm1nlstrat1ve Ass1stant 
- Accountant 
- Secretary 
- Veh1cle Operatlng Costs 
- Commun1catlons 
- Rent and Ut1l1t1es 

10 Equlpment/Mater1als (See Table C-3-5) 
11 Other 01rect Costs 

- DBA Insurance ($3 44 x Items (1+2+4)/100) 
- Commun1catlons 
- Passports/V1sas/Medlcal 
- M1scellaneous 

12 G & A (15% of Items 1-10) 
13 F1xed Fee (B% of Items 1-11) 

14 TOTAL ESTIMATED COST 

65 000 
19 500 
59 150 
13 000 

22 000 
4 725 
7 500 

23 000 
11 000 

91 000 
52,000 
90,750 

10 800 
10 800 
10 800 
10 800 
5 400 

22 500 
2,250 

15 300 
231 400 

3,354 
5,000 
5,000 
1,400 

119 014 
72,995 

985 439 

2 

65 000 
19 500 
59 150 
13 000 

24 000 
a 
a 

23 000 
5,000 

6,500 
18,200 
15 675 

o 
a 
o 
o 
o 
o 
o 
o 

5 000 

3,354 
5,000 
5,000 
1,400 

40 317 
24 728 

333 B24 

3 

32 500 
9 750 

29 575 
6 500 

12 000 
o 
a 

11 500 
o 

o 
o 
o 

o 
o 
o 
a 
o 
a 
o 
o 

276 

1 677 
2 500 
2,500 

511 
16 393 
10 055 

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 BOO 
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 77B 

1 455,000 

Table C-3-4 Equ1pment Budget for Instltut10nal Contractor 

UPANIC PMSO Off1ce 
- 3 4x4 Veh1cles 
- Off1ce Furn1ture (Sets) 
- Computers (3) 
- Photo Cop1er 
- A1r Cond1t10ners 
- Materlals 
Subtotal 

2 UPANIC Inst1tut1onal Strengthen1ng 
- Off1ce FurnIture 
- Computer 
- Off1ce Supplles 
Subtota 1 

3 APENN 
- VehIcles (2) 
- Motorcycle 
- Computer Network 
- Laser PrJ nter 
- Furn1ture (8 sets) 
- Photo Cop1er 
- Alr Cond1t1oners (3) 
Subtotal 

TOTAL 

20 000 
3 000 
5 500 

1 000 

5 500 

15 000 
2 400 

22 000 
5,000 
3 ODD 

20,000 
1,000 

60 000 
15,000 
16,500 
20,000 
3 000 
2 000 

116,500 

2 000 
5 500 
1 000 
8 500 

30 000 
2 400 

22 000 
5,000 

24 000 
20 000 
3 ODD 

106 400 

231 400 

o 
3 000 

o 
o 
o 

2,000 
5 000 

o 
o 
o 
o 

o 
o 
o 
o 
o 
o 
o 
o 

5 000 

o 
a 
a 
o 
o 

276 
276 

o 
o 
o 
o 

o 
o 
o 
o 
o 
o 
o 
o 

276 

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

121,776 

2 000 
5,500 
1 000 
8,500 

30 000 
2,400 

22 000 
5,000 

24,000 
20 000 
3,000 

106 400 

236 676 

11 17% 
3 35% 

10 16% 
2 23% 

3 99% 
a 32% 
a 52% 
3 95% 
1 10% 

6 70:( 
4 82% 
7 31% 

a 74% 
o 74% 
o 74% 
o 74% 
o 37% 
1 55); 
o lSi. 
1 05% 

16 27% 

o 58% 
o 86% 
o 86% 
o 23% 

12 08% 
7 41% 

100 00% 
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Table C-3-5 PROJECT BUDGET BY YEAR 
(Dollars) 

Concept/Year 2 3 4 5 TOTAL 

AID Contr1but1on to UPANIC 
1 PMSO 
a UPANIC Contracted Employees 21 600 73 710 77 396 81 265 85 329 339 299 7 IX 
b Operat10ns 8 250 34 650 36 383 38 202 40 112 157,596 3 3.4 

PMSO TOTAL 29 850 108 360 113 778 119 467 125 440 496 895 10 4% 

2 Inst1tut10nal Strengthen! ng 
a Subgrants for Inst Strengthen1ng 500 000 1 000 000 500 000 300 000 a 2 300 000 48 0% 
b UPANIC Inst StrengthenIng 

1 Salary Support 86 580 90 909 71 591 50 114 26 310 325 503 6 8% 
11 Techn1cal Ass1stance 1 607 9 100 7 500 5 000 0 23 207 a 5% 
111 Operat1ons 15 100 24 420 16 868 11 808 6 199 74 395 1 6% 
Total UPANIC Inst Str 103 287 124 429 95 959 66 921 32 509 423 105 8 8% 

3 Subgrants for ProductIvIty a 300 000 700 000 200 000 0 1 200 000 25 0% 

4 Evaluat1ons/Audlts 20 000 20 000 60 000 20 000 60 000 180 000 3 8X 

TOTAL AID FOR UPANIC COMPCNENTS 653 137 1 552 789 1 469 737 706 388 217 949 4 600 000 95 9% 

UPANIC ContrIbutIon 
UPANIC Inst Strengthen1ng 

1 Salary Support a a 23 864 50 114 78 929 152 906 3 2% 
11 TechnIcal ASSIstance 0 a 2 500 5 000 0 7 500 a 2% 
111 OperatIons 0 0 5 623 11 808 18 597 36 028 o 8% 

TOTAL UPANIC CONTRIBUTION 0 0 31 986 66 921 97 526 196 434 4 1% 

TOTAL FOR UPANIC COMPONENTS 653 137 552 789 501 723 773 310 315 475 4 796 434 100 0% 

AID Contr1but1on to APENN 
1 Personnel 133 146 139 803 132 114 115 600 80 920 601 583 23 1% 
2 Informat1on and Contracted ServIces 8 242 13 000 4 500 3 750 2 500 31 992 1 2% 
3 OperatIng Costs 70 200 73 560 68 479 58 344 40 841 311 425 11 9% 

TECHNICAL ASSISTANCE CONTRACT 985 439 333 824 135 737 0 a 455 000 55 8% 

TOTAL AID FOR APENN 1 197 027 560 187 340 830 177 694 124 261 2 400 000 92 IX 

APENN Contrlbut10n 
1 Personnel 0 0 14 679 38 533 80 920 134 133 5 1.4 
2 Informat10n and Contracted ServIces 0 0 500 1 250 2 500 4 250 o 2% 
3 OperatIng Costs 0 0 7 609 19 448 40 841 67 898 2 6% 

TOTAL APENN CONTRIBUTION 0 0 22 788 59 231 124 261 206 280 7 9-' 

TOTAL FOR APENN 1 197 027 560 187 363 618 236 926 248 522 2 606 279 100 0-' 

TOTAL AID CONTRIBUTION 1 850 164 2 l12 976 1 810 567 884 082 342 210 7 000 000 94 6% 
TOTAL COUNTERPART a a 54 775 126 153 221 787 402 714 5 4% 
TOTAL PROJECT 1 850 164 2 112,976 1 865 342 1 010 235 563 997 7 402 714 100 0% 
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Project Element 
---------------

UPANIC Components 
PrOject Management and Support Offlce 
Subgrants 
UPANIC Instltutl0nal Strengthenlng 
Evaluatl0ns and Audlts 

Subtotal 

APENN 
Olrect Costs 
Instltutlonal Contractor 

Subtotal 

Total Costs 

TABLE C-3-6 Summary Cost Estimate by PrOject Element 
Source (U 5 S or EqulValent) 

A I 0 UPANIC APENN Total X of Total 
----------

496 895 0 0 496 895 6 71X 
3 500 000 0 0 3 500 000 47 28X 

423 105 196 434 0 619 539 8 37X 
180 000 a a 180 000 2 43X 

4,600 000 196 434 a 4 796,434 64 79X 

945 000 0 206 280 1 151 280 15 55:( 
1 455 000 a a 1 455 000 19 65X 

2 400 000 0 206 280 2,606 280 35 21X 

7 000 000 196,434 206 280 7 402 714 100 OOX 
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Annex 0 

ECONOMIC ANALYSIS 

A) IntroductIon 

The purpose of economIC analYSIS IS to estImate the net Impact of 
the ProJect over ItS planned lIfe The usual procedure would be 
to aggregate the results of the fInanCIal analyses of the 
subgrant proposals Into a sIngle compOSIte of ProJect beneflts 
and assoclated costs and lnvestments SInce these data wlll not 
be avaIlable untIl some months after the ProJect IS operatIng, a 
"real" economIC analYSIS IS not posslble For IllustratIve 
purposes, the fIve actIVItIes for WhlCh fInanCIal analyses were 
constructed above, are treated as If they were the entIre 
ProJect In fact, of course, these IllustratIve actIVItIes 
represent only a part of the total budget avaIlable under thls 
ProJect 

AdJustments In fInanCIal prlces, to estImate economIC values, 
would Involve IdentIfYIng transfer payments, or transfers of 
value from one part of the SOCIety of NIcaragua to another ThlS 
Includes taxes and SubsIdIes for both productIon Inputs and 
outputs as well as adJustments for other prIce dIstortIons on 
both Inputs and outputs. In 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 
economIC analYSIS WIll use the same prIces used In the fInanCIal 
analyses 

In the two areas where there are usually the most eVldent 
dIstortIons· the prIce of labor and the prlce 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 In the Illu~)tratlve examples used, IS hIred on a 
dally or monthly baSIS Harvest labor to pIck coffee IS paId for 
by the volume of berrIes pIcked per day There IS a very small 
proportIon of unpaId famIly labor In 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 IS depressed, and It would not be a large dlstortlon 
of the analytIcal results to assume that the opportunIty cost 
(the shadow prIce) of rural labor IS equal to the wage rate 
receIved For coffee workers, thIS rate currently IS US$ 1 11 

1 



Annex 0 

per day, plus a m1d-day meal worth a few cents, and 6% soc1al 
secur1ty, for a total of perhaps US$ 1 20 per day L1kew1se, 
g1ven the comm1tment of the GON to exchange rate par1ty, the 
pr1ce of fore1gn exchange 1S equ1valent to ItS opportun1ty cost. 

For all of the above reasons, the prlce and cost elements In the 
econom1C analys1s here, wlll not be d1fferent from those used In 
the precedlng f1nanclal analyses. SInce the domestIC banklng 
system currently IS In a state of dIsarray and there are no 
expatr1ate banks operat1ng In N1caragua, there are no good 
sources from Wh1Ch to est1mate a proper dIscount rate A rate of 
14% 1S used, as probably be1ng In the VICInIty of a true dIscount 
rate, were one known. Further, reasonable estImates of tax 
11abl11tles upon net cash farm Incomes were avallable only wlth 
the Masatepe applIed technology example. Consequently, all net 
fIgures are glven before taxes, and no adJustment In these 
numbers are necessary for th1s econom1C analYSIS 

B) Net Present Value Analysls 

The procedure here IS to dlscount the annual flows of ProJect 
Investments/costs to present value, and then to compare thls sum 
to that SImIlarly derIved for ProJect benefIts. The Net Present 
Value IS the sImple dIfference between these two sums. 

Net Present Value (DIscount @ 14%) 

Subgrant Costs Beneflts Net Present 
Value 

Matlguas 812,216 2,572,776 1,760,560 
Sorghum 96,476 403,301 306,825 
Estell 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'~eflt-Cost Ratlo 

ThlS measure IS a standard tool by WhICh to rank varl0US 
competlng proposals wlthln a ProJect, or to rank competlng 
ProJects, If funds are llmIted,(as they almost always are) The 
dlfference between thIS and the Net Present Worth measure IS that 
the d1scounted stream of benefIts IS dlvlded by the costs, rather 
than subtractlng costs from benefIts. The B/C analYSIS IS a 
standard way to rank alternatlve proposals. It could be used In 
thls ProJect to rank ProJect subgrant proposals In the order of 
theIr economlC returns, at present value Subgrants could then 
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be awarded downwards from that wlth the hlghest ratlo, as far as 
avallable grant money extends 

Beneflt-Cost Analysls (Dlscount Rate lS 14%) 

Subgrant Costs Beneflts B/C Ratlo 

Matlguas 812,216 2,572,776 3 17 
Sorghum 96,476 403,301 4 18 
Estell 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) Concluslons and Recommendatlons 

ThlS analysls shows that the proJect lS economlcally vlable and 
should be undertaken Generally, one would want to compare 
lnvestments In thlS ProJect wlth other posslble lnvestments such 
as lnvestments In agrlcultural credlt or In other sectors of the 
economy and choose the one(s) wlth the hlghest return ThlS, 
however, was not a task of thlS analysls and was not undertaken. 
Glven the very eVldent comparatlve advantage that Nlcaragua has 
In agrlcultural productlon vs. other types of economlC 
actlvltles, lt can be sald wlth a falr amount of accuracy that 
lnvestments ln agrlculture such as those analyzed above pr~sent 
the hlghest returns for any posslble lnvestments In the 
Nlcaraguan economy 
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4 Def1ne Select10n/Justlf1catl0n Cr1ter1a 

It w111 be the f1rst Job of 1nst1tut10nal contractor to def1ne 
the deta1ls of the cr1ter1a and procedures by WhICh proposals 
wIll later be Judged. The contractor w111 work w1th the ProJect 
SteerIng Commlttee whlch w1ll approve the cr1ter1a and procedures 
before they are sent to AID An lilustratlve example of the 
crIterIa and procedures 1S glven at the end of th1s Chapter 

5 AID Approval of Selectlon Crlterla 

When the Steerlng Comm1ttee has approved the selectl0n/ 
Just1f1cat1on crlter1a 1n deta1l,as well as such operatlonal 
components as frequency of meet1ngs, allocat10n of funds between 
tranches, etc, the document wlil be approved by AID In a PIL 

6. Ass1stance to Assoclatlons 1n Proposal Development 

There are d1fferlng capabll1t1es among the aSSOc1atlons, to 
develop, analyze, and wrlte up proposals. It 1S 1mportant that 
the ProJect subgrants go to the best poss1ble uses, not Just to 
those f1rst recelved, or those best wr1tten up. The Steerlng 
Comm1ttee, asslsted by the proJect management staff, and probably 
a short-term TA spec1al1st 1n farm product10n analys1s, w1lI need 
to devote some tlme to helplng those assoclatlons who need 1t, to 
develop the data and reportlng format requ1red of a subgrant 
proposal 

7 Steer1ng Commlttee Rev1ew and Recommendat1ons 

Selectlons for the f1rst tranche of subgrants may be made around 
SIX months from the begInnlng of the ProJect. These wlll be non­
competlt1ve, and relatlvely stralghtforward In thelr 
JustlfIcatI0ns The compet1tIve subgrants may begln wIth the 
second tranche, some wh1le later. The Steerlng Commlttee w1ll 
reVlew all proposals on Its agenda as of some selected cut-off 
date, and wlli put together ItS lIst of recommended subgrant 
allocatIons It wIll submlt these recommendatIons to UPANIC for 
approval/d1sapproval. 

8 UPANIC ActIon on Recommendatlons 

UPANIC wIll eIther transmIt summary approval to AID for "no 
obJectIon", or wIll return the proposal(s) to the orIgInatIng 
ASSOCIatIon for addItIonal analysls/rev1slon. These 
modlflcatlons must be speCIfIed In detaIl by UPANIC, as Its baSIS 
for reJectIon of the proposal. 
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9 AID Concurrence 

upon rece1pt of a summary of subgrants approved by UPANIC, AID 
w111 1ssue a concurrence PIL Th1S w111 prov1de documentat10n 
for comm1tment of funds for advance/l1qu1dat10n requests 

B) Select10n Cr1ter1a and Procedures for Subgrant Proposals 

Wh1le select10n cr1ter1a are stra1ghtforward, compar1son and 
select10n of proposals 1S compl1cated by the need to apply those 
cr1ter1a across sectors for d1fferent Slzes and types of 
programs The process 1S further compl1cated by the d1ffer1ng 
capab111t1es of assoc1at10ns to develop, analyse, and wr1te up 
proposals. The grants should go to the best act1v1t1es, not Just 
the best wr1tten proposal or the f1rst proposals f1n1shed The 
provls10n of ass1stance to assoc1at10ns 1n analys1s and 
preparat10n of proposals w111 help, problem, but that ass1stance 
takes t1me It 1S therefore, necessary that the select10n 
process have a mechan1sm for mak1ng awards promptly so that those 
assoc1at10ns that are ready can rece1ve subgrants, but also 
allow1ng enough t1me for other assoc1at1ons to prepare proposals 
and have access to subgrant funds 

Part of the respons1b111ty of the Inst1tut1onal Contractor w1th 
the approval of the steer1ng Comm1ttee wll1 be, therefore, to 
develop and subm1t for AID approval· the requlred elements for 
all subproJect proposals, an ass1gnment of p01nts and def1n1t10n 
of m1n1mum crlter1a for awardlng both types of subgrants, an 
est1mated t1metable for subgrant awards, the subproJect agreement 
w1th all of 1ts necessary clauses, and a complete set of 
procedures for subgrant 1mplementat10n. For the most part, all 
of these requ1rements have been del1neated below or 1n the 
ProJect Paper as gU1del1nes for the contractor Cr1ter1a to be 
used 1n selectlon/Just1f1cat10n are dellneated below For the 
1nst1tutl0nal strengthen1ng subgrants, the f1rst three cr1ter1a 
w111 be used to Judge the proposal as a whole. The proposals 
w1ll only meet some mln1mum requ1rement establlshed by the pstc 
and w111 not be competed aga1nst each other For the 
product1v1ty subgrants, all of the crlter1a del1neated below w111 
be used 

1 Farm/Assoc1at10n Level Impacts 

A proposal would beg1n w1th a br1ef descr1pt10n of the techn1cal/ 
econom1C problems to be addressed, and proceed w1th the proposed 
solut10ns to be f1nanced, 1n part or In whole, by the subgrant 
Th1S would be followed by a deta1led budget of the flnanclal 
lmpact of actlvlt1es under the proposal, over whatever perl0d of 
tlme lS mean1ngful ThlS m1ght be based upon a partlal farm 
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budget, tYP1cal of the membersh1p, w1th 1mpacts expanded to the 
scale of the Assoc1at10n, or of those members who would be 
part1c1pat1ng 1n the act1v1t1es. F1nanc1al 1mpact could be 
1ndlcated by 1ncreases 1n product1on eff1c1ency, 1n net 1ncomes, 
1ncreased Ylelds/offtake rates/wean1ng percentages/ etc., 1n 
h1gher market pr1ces to be rece1ved, or other relevant measures 

2 Sustalnab1l1ty 

Any act1vlty funded under th1s ProJect would be expected to 
contlnue beyond the f1ve years of the ProJect, and to be 
susta1ned by lncome generated. Cap1tal 1nvestments must be 
recovered under a reasonable schedule, and operat1ng costs must 
be covered annually Income to cover the 1nvestments and 
operat1ng costs could come from sales marglns ln the Assoc1at10n 
store, from rental of equlpment, from attendance fees, annual 
dues, check-offs at market1ng pOlnts, etc 

3 Assoclat1on capablilty To Implemen~ Proposal 

Th1S lS a qualltatlve measure based upon amount of prev10us 
exper1ence ln proposed or slm1lar act1v1ty, techn1cal expertlse 
of members, facll1tles and equ1pment 1n place to support the 
proposal act1v1tles, demonstrated ab1l1ty of an assoc1atlon to 
organ1ze and reach 1tS members wlth technlcal 1nformat1on and 
servlces, etc 

4 Number of Benef1clar1es 

The proposal should 11st the number of members (and others, 1f 
any) who wlli be d1rect benef1c1ar1es of the proposal act1v1tles 
An est1mate also should be prepared of the numbers and types of 
1ndlrect beneflclarles, 1f any, and expla1n how they w1lI 
benef1t If expected, the proposal should 1nclude an est1mate of 
the number of new members that actlvat10n of the proposal lS 
expected to attract. 

5 Aggregate Econom1c Impact 

~he proposal should 1nclude an est1mate of the total 1mpact of 
the proposed actlvltles upon the soclety at large. ThlS would be 
a summary of lncreased product, lncome,employment, forelgn 
exchange earnlngs, etc 

6. Amount and Type of Assoc1atlon Contrlbut1ons 

It lS 1mportant that a connect1on be made between proposals to 
spend sub-grant money, and the quant1ty of contr1but1on, or 
match1ng resources, that the Assoc1atlon wlll contrlbute to the 
total ava1lable A proposal to stock an Assoc1atlon store, for 
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lnstance, could hardly be serl0usly consldered lf, ln fact, no 
such store as yet eXlsts Llkew1se, a proposal that 1ncluded a 
contr1butlon to the salar1es of presently underpa1d employees, 
would be stronger than one that asked such employees to be 
completely funded out of the sub-grant The amount of the 
ASsoc1at1on contr1but1on to the total ava1lable 1S a measure of 
the degree of leverage that sub-grant funds wlll enJoy The 
greater th1S mult1pl1es, the more favorable should be the 
cons1derat1on glven to th1s express10n of real demand (as 
dlstlngulshed from expressed wants) 

7. Envlronmental Impact 

An env1ronmental 1mpact analys1s w1II be carr1ed out by AID pr10r 
to the beg1nn1ng of th1S ProJect. It w1II address especlally the 
use of agrlcultural chem1cals of a tOX1C nature, though there may 
be add1t1onal concerns 1nvolved. Proposals w1ll need to conform 
to AID gU1del1nes w1th respect to sound env1ronmental pract1ces 
followed 1n carry1ng out the proposal act1v1t1es 

ADDITIONAL CRITERIA FOR NATIONAL COMMODITY LEVEL PROGRAMS 

8 EV1dence of Demand at the Local Level for the Proposed 
Program 

The presumpt10n of the ProJect 1S that the local producer 
assoc1atlons have better contact w1th and are more responslve to 
the base level farmer members Proposals from nat10nal commod1ty 
assoclat1ons need to demonstrate that the proposed act1vlty 1S 
supported by the farmers and local assoclat1ons 

9 Comparat1ve Advantage of Conduct1ng Nat10nal Rather than 
Local Program 

Descr1bes the ratlonale for central1z1ng a program, 1nclud1ng 
econom1es of scale, need to avo1d dupl1cat1on of efforts, 
spec1al1zed equ1pment or personnel that are not ava1lable to 
local assoc1at1ons, etc. 

C Suggestlons For Proposal Format 

The followlng sect10n 1S a summary of the 1nformat1on that 
should be addressed 1n a sub-grant proposal It 1S not 1ntended 
to be def1n1t1ve, but should be mod1f1ed by the Steer1ng 
Comm1ttee as they f1nd necessary and des1rable. 

1 Name and locat10n of Assoc1at1on, number of act1ve 
members, names and pos1t1ons of members subm1tt1ng the proposal, 
v1sta buena by Assoc1at1on Board of D1rectors 
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2 Short descr1pt1on of problems extant, and how th1s 
proposal wlll contr1bute towards a solut1on 

3 Amount requested, along wlth a deta1led schedule of uses, 
amounts, t1mes of d1sbursement by category (1nvestment or 
operat1ng costs,etc ) 

4 Techn1cal and f1nanc1al analyses of the 1mpact of the 
proposal upon effected members of the Assoclat1on. Th1S could be 
1n the form of a part1al farm budget, expanded to AssocIatIon or 
other appropr1ate scale, or a s1mllar devIce that makes clear the 
varIOUS results of the act1v1ty as a result of the operat1ons 
under the proposal 

5 The expected recapture methods and t1me perIods that 
1nd1cate the susta1nabll1ty of the proposed actlv1ty 

6 Number of members and others effected d1rectly and 
Ind1rectly, and the expected 1mpacts upon 1ncomes, productIon 
eff1c1enc1es, employment, foreIgn exchange generatlon, etc 

7 The experIence, facIl1t1es, equIpment, and other 
resources of the ASSOCIatIon that are 1n place and avallable to 
support the operatIons under the proposal 

o IllustratIve Example 

The lilustratlon used here 1S based upon one of the 
Illustrat1ve f1nanc1al analyses presented 1n the Annex to th1S 
document It IS not "real" 1n the sense of hav1ng been prepared 
by a real Assoc1at1on. It 1S 1ntended only to 111ustrate the 
k1nds of 1nformat1on that the ProJect steer1ng Comm1ttee 1S 
l1kely 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 submltt1ng Proposal 

Approval-
________ I Pres1dent 
________ , Secretary 
________ , Treasurer 

2) Problem DescrIptIon 

The ASSOCIatIon members have been operatIng at successIvely 
lower levels of productIvIty SInce 1979_ Causes Include theIr 
InabIlIty to retaIn theIr coffee agronomIst, to Interact WIth 
coffee experts outSIde the country, to Import new and more 
productIve cultlvars and assocIated agrIcultural chemIcals and 
eqUIpment, and faIlure of the Government admInIstered farm-gate 
prIces to reflect the InternatIonal coffee markets Funds made 
avaIlable from thIS sub-grant would address these problems by 
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a Maklng It posslble to hlre an experlenced coffee 
technlclan, who would gather current technology and make lt 
avallable to members through use of fleld days, short courses, 
farm VIsltS, and on-farm trlals, etc; 

b Provlding funds to restock the necessary chemlcals 
and equIpment In the AssocIatIon store for use by members, 

c Invest In a 4WD vehIcle for use of the coffee 
technIcIan, plus other supportlng funds 

Together, these actlvitles WIll lead to annual Improvements In 
coffee Ylelds productIon efficlencles, and Increased Incomes from 
hIgher coffee qual1ty. 

3) Amount of th1S sub-grant request 1S US$ 155,800 
Money wlll be dIsbursed as follows 
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Capltal Operatlng 
Investment Costs 

Year 1 4WD Vehlcle 20,000 Salary of Tech 16,000 
Restocklng Store 68,000 Travel,etc 13,000 

Seedl1.ngs,etc 2,500 
Pubs ,Etc 10,000 

Total 88,000 41,500 

Year 2 n1.l 0 23,960 

Year 3 nll 0 22,460 

Year 4 nll 0 16,360 

Year 4 nll 0 5,030 

4) Technlcal & Flnanclal Analyses 

a It 1.S estlmated that lt w1.ll requlre flve years to 
ra1.se Ylelds from the present level of an average of 6 qUlntals 
per manzana, up to the 32 QQ/Mz of ten years back Ylelds wlll 
respond wlth a one year lag, one productlon season, so that the 
flrst lncrement of Y1.elds wlll come In year two Producers wlll 
begln to break even In the 3rd year, and W1.ll be generat1.ng 
reasonable net returns by the 6th year 

6QQ 

_Hlred Labor 23 
Agrochemlcals 251 
Other goods 41 
Work/Transport 218 
Adm1.nlstratlon 8 
Tools/Equlp 31 
Harvestl.ng 63 
Taxes,etc 134 

Total Cash Prodn 
Costs 770 

Gross Value Product 
@ $70.83/QQ 425 

PRODUCTION BUDGET 
US$ / Manzana 

12QQ 18QQ 25QQ 

46 69 96 
301 362 502 

83 124 172 
218 218 218 

8 8 8 
62 93 129 

127 190 264 
153 173 192 

998 1236 1581 

850 1275 1771 

NVP - 345 - 148 39 190 

30QQ 32QQ 

115 124 
603 645 
207 221 
218 218 

8 8 
154 165 
317 339 
211 226 

1833 1961 

2125 2267 

292 306 
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Year 1 
2 
3 
4 
5 
6 

Yleld 
QQ/Mz 

6 
12 
18 
25 
30 
32 

GVP 
$/MZ 

425 
850 

1275 
1771 
2125 
2267 

FINANCIAL ANALYSIS 

Prod'n 
Costs 

770 
998 

1236 
1581 
1833 
1955 

NVP 
$/Mz 

-345 
-148 

39 
190 
292 
312 

Cumulatlve NVP 
Net Returns 600 

$/MZ Mzs 
000$ 

- 345 -207 
- 493 - 89 
- 454 23 
- 264 114 

28 175 
340 187 

Annex E 

Cum 
Net 
600Mz 
000$ 

-207 
-296 
-273 
-159 

16 
203 

The technology to be used 1S not new, but only an update from 
that of ten years ago, w1th Wh1Ch the member/producers are qUlte 
fam1l1ar 

5) Susta1nab1l1ty 

Producers presently are 1n a net loss product10n sltuatlon, and 
1t w1l1 requ1re three years of the proposed act1v1t1es for the 
average member to break even The 1nvestment In stock for the 
Assoc1atlon store (US$ 68,000) w111 be recovered from a surcharge 
of 10% upon sales recovery of the veh1cle 1nvestment w111 be 
staggered over years 2 - 6, also from the sales surcharge The 
entlre operatlon, 1nclud1ng cover1ng the operat1ng costs of the 
techn1c1an, would become self-susta1n1ng somewhere dur1ng the 5th 
year after the subgrant 1S rece1ved. 

CAPITAL RECOVERY 

Est.Assoc Net on Cap1tal Recovery 
Sales 10% Truck Operat1ng 
000 $ Markup Costs 

Year 1 175 17,545 0 -23,955 
2 230 23,040 aOOO -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 Assoc1atl0n currently 1S operat1ng a small store, and 
has done so for the last 17 years. The personnel 1nclude a ch1ef 

clerk/recept1on1st, account, stocker, and watchman. The 
Assoc1at10n has the reputat10n of be1ng a leader 1n the adopt1on 
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of current coffee productlon technology, and lncludes In ltS 
membershlp, several producers who used to travel to attend 
reglonal workshops In Costa Rlca, Honduras, and at other sltes, 
as well as hostlng slmllar meetlngs In Nlcaragua 

7) Beneflclarles 

Dlrect beneflclarles wlil number the 60 producers and the1r 
fam1l1es (about 550 people). The Assoclatlon wlil contlnue ltS' 
POllCy of extendlng technlcal help to non-member nelghbors These 
mlght add 20-25 non-member dlrect beneflclarles Some of these 
coffee producers have been lnterested In becomlng members of the 
Assoclatlon, over prevlous years It lS expected that the 
actlvltles under thls sub-grant mlght add flve or more new 
members per year 

8) Aggregate Economlc Impact 

The followlng table estlmates the net lmpact that would flow 
from the actlvltles of Assoclatlon members over the SlX years of 
the grant perlod 

Aggregate Econom1c Impact 

Added GVP Man/Days Total Man Fore1gn 
Coffee Added of Labor Days of Exchange 
Produc Added Labor Added 

QQ's 000$ / Mz Added 000 $ 

Year 1 0 0 0 a 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 Forelgn exchange generated by coffee exports runs at about 
20 9% of gross value product at the farm gate 

9) Assoc1at1on Contrlbutlon 

The Assoc1atlon contr1but10n wlll cons1st of a 
headquarters/store/warehouse bUlld1ng wlth a present 1nvestment 
value of $44,750 The lnventory currently ln the store lS valued 
at $43,863 The salarles of current Assoclatlon employees amounts 
to $4,000 per month ($48,000 annually) 
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ANNEX F 

SOCIAL SOUNDNESS ANALYSIS 

I Methodology 

Th1s analys1s 1S based on 1nformat10n gathered 1n the same 
1ntervIews as are lIsted In the InstItutIonal analYSIS In fIeld 
V1s1ts to local producer assoc1at10ns, between one hundred f1fty 
and two hundred farmers were 1nterv1ewed, 1nd1v1dually or 1n 
groups of S1X to twenty at a t1me. They were asked and 
frequently volunteered Informat10n about the1r problems, needs, 
relat10ns w1th other members of the communIty, and soc1al and 
po11t1cal concerns, as well as the spec1f1cs of techn1cal and 
1nst1tut1onal problems that are ment10ned 1n other analyses. 
Representat1ves of other sectors of soc1ety, and profess10nals at 
INCAE, CINASE, etc , were also asked about the1r relat10ns w1th 
and att1tude toward the UPANIC aff1l1ated farmers 

The soc1al soundness analysIs that results from these 1nterv1ews 
addresses three areas of concern: (1) soc10-cultural feaslb111ty, 
(2) spread effects, and (3) Inc1dence of benef1ts 

II. SocIo-Cultural Feas1b1l1ty 

A. Soc1al Context 

The proJect IS a response to a unIque soc1al s1tuat10n In wh1ch a 
country that at one t1me had a strong, productIve and pervas1ve 
pr1vate sector, has seen that sector systemat1cally dIsmantled, 
to the great dIsadvantage of the entIre country. The loss of 
over f1fty percent of productIon levels that has resulted from 
the soc1al cataclysm has sent shockwaves through all sectors of 
the soc1ety The proJect dIrectly and clearly addresses the 
maJor soc1al problem that N1caragua now has -- the absence of a 
strong pr1vate sector 

B CompatIb1l1ty w1th EXIst1ng SocIal Structure 

The proJect equally recognIzes the eXItIng socIal structure 
WIthIn the dIrect benefICIary group. UPANIC and the member 
aSSOCIatIons are clearly IdentIfIed 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 Percept10n of Benef1ts 

The proJect was des1gned to gIve the benefICIary group maXImum 
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latltude In developlng self-help programs of thelr own deslgn 
If the local groups are effectlve In understandlng thelr member 
needs, the subgrant proposals reflect thelr understandlng, and 
the ProJect Steerlng Commlttee flnds that those needs meet 
proJect crlterla, then the proJect beneflts as percelved by the 
donor wlll exactly correspond to the beneflts that the 
beneflclary group percelves Glven the strong unlty and 
organlzatlon that the assoclatlons dlsplay, thlS should hold 
true. However, the proJect has two prlmary mechanlsms for maklng 
sure thlS chaln works. Flrst, the proJect wlll asslst each group 
to conduct membershlp surveys to better understand the dlverslty 
of problems and concerns of the members Second, the proJect 
wll1 provlde each group wlth asslstance In puttlng thelr ldeas In 
proposal form -- to ensure that the ldeas are communlcated well 
to the selectlon commlttee. 

The beneflclarles have expressed keen lnterest In self-help, and 
thelr motlvatlon should not be d1m1n1shed at all by th1S process 

III Spread Effects 

Techn1cal lnnovat1ons lntroduced In the proJect wlll spread 
qUlckly among UPANIC members, Wh1Ch represents several thousand 
farmers and most of the prlvate sector 

There are several ways that techn1cal 1nnovatl0ns and beneflts 
can be dlrectly spread to a larger benef1c1ary group Some of 
the bas1c requlrements for lnnovat1ons to spread lnclude' 
leadersh1p, resource mobll1ty, appropr1ate technology, and 
cultural mlxlng The spread effects under th1S proJect w1lI vary 
greatly between crops and subgrant act1v1t1es There wlll 
probably be some slgnlflcant spread effects In the coffee sector 
because the farmers from dlfferent soclal groups tend to be mlxed 
together falrly well, and the technolog1es they employ are about 
the same In general, however, resource Ilmltatl0ns, 
technologlcal d1fferences among farm types, and pollt1cal 
polar1zatlon wlll llmlt the amount of spread. 

A Leadersh1p 

Th1S 1S a poslt1ve factor for spread of proJect 1nnovat1ons In 
all crop sector UPANIC members are the recogn1zed techn1cal 
leaders 1n the1r communltles, and are the place other farmers 
look to flnd out what lnnovatlons are tak1ng place The best 
example lS the Masatepe coffee assoc1atlon, WhlCh had some of the 
f1rst techn1fled coffee producers In Central Amerlcan, and 
brought many of the lmproved var1et1es to Nlcaragua from Costa 
Rlca that are stlll 1n use. 

B Resource Mob1l1ty 
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There w111 be many cases where the proJect act~v~t1es ~ntroduce 
~nnovat10ns that w111 be well w~th~n the means of the general 
commun1ty to adopt Espec~ally ~n coffee and l~vestock, there 
are some bas~c needs among the commun~ty In general for 1mproved 
an~mal health pract~ces, d~sease control, etc, that wlil be 
relat1vely eas1ly adopted by smaller farmers or other farmer 
groups (1 e , UNAG collectlves). However, ~t must be recogn1zed 
that the UPANIC farmers are from the mlddle to upper soc~o­
econom1C strata, and there wlll be some cases where resource 
1~m1tatlons w111 restr1ct the spread of lnnovatlon to the general 
farm populat10n Th1S factor lS amel~orated by the 1ncreased 
employment that w1ll result to other farmers and the rural poor 
due to the lnnovat10ns as d1scussed further on. Add1t~onally, 
the m1dterm evaluat10n w~ll spec~f~cally look at the extent to 
Wh1Ch the ProJect lS reach1ng smaller farmers and any changes 
that can be made ~n the ProJect to accompl~sh th~s. 

C Appropr~ate Technology 

Aga1n, there are many examples of ~nnovat~ons that wlll be 
completely technologlcally approprlate for a general populat10n 
of farmers Small and large coffee growers can and frequently do 
employ exactly the same product~on technology, and 1nnovatlons In 
the proJect wlll be perfectly compatlble wlth any Slze farm 
Irr1gated r1ce growers, on the other hand, use completely 
dlfferent technology from dryland growers, and there wlll be 
v1rtually no transferabll1ty there. 

o cultural M1X 

Although the pr1vate sector members of UPANIC assoclat10ns llve 
and work 1n close contact w1th all members of the communlty, the 
culture 1S stlll ObVlously sufferlng the effects of polltlcal 
polarlzatlon. There was qU1te a lot of eVldence of 
reconc1l1atlon, and several members of UPANIC assoclatlons have 
re-)olned after past aff1llat1on w1th UNAG, also, 1n areas that 
were more lsolated from confrontat1on and v1olence, the eV1dence 
of reconc1llatlon seems stronger However, there are st1ll parts 
of the country where pollt1cal aff1l1atlon lS a maJor barr1er to 
cultural m1x1ng that would promote the spread of changes 
1ntroduced by th1S proJect 

IV Beneflt Incldence 

Prlmary beneflclar1es under the proJect are the members of UPANIC 
assoclat1ons and members of APENN There are over 20,000 farmers 
affll1ated wlth UPANIC, and at least elght to ten thousand are 
actlve reclp1ents of serV1ces. Because the proJect lS des1gned 
to provlde subgrants at the local level assoc1at1on, the 
lnc1dence of benef1ts among the member farmers w1ll 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 
IS through Increases In membershIp -- both new farmer members of 
local assoclatlons, and new aSSOCIatIons wlthln UPANIC In both 
cases, the effect could be slgnlflcant. 

There are two addItIonal concerns about beneflt lncldence that 
were lnvestlgated In thls analysIs. benefIts to women and 
benefIts to the rural poor WhIle there are a few exceptlons, 
the membershlp of the UPANIC local assoclatlons and APENN IS 
predomlnantly male DIrect beneflts do accrue to women from the 
lnvestments In the local assoclations as employment In the 
aSSOCIatIon Input stores are often women, and women benefIt from 
the lncreased famIly lncomes that WIll be derIved from thIS 
ProJect. The greatest InCIdence of beneflts to women WIll come 
from lndlrect employment benefIts from the lncreased agrlcultural 
productIon. Studles show that employment opportunlt~es for the 
rural unemployed are greatly Increased through Investments In 
both tradItIonal and non-tradItIonal agrIculture because of the 
labor IntenSIveness of the plantIng, cultIvatIon, harvestlng, and 
post-harvest packIng or proceSSIng of the agrIcultural products 
A stUdy that was recently funded under the ROCAP PROEXAG 
ProJect1 showed that In tradltlonal 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, espec1ally 1n the NTAE sector 
are hIgher qual1ty Jobs In 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 IS SImIlar to the 
above dISCUSSIon In that benefIts are IndIrect but qUIte 
SIgnIfIcant In prOVIdIng employment to the rural poor. studIes 
done by the LAC Bureau on agrIcultural exports show that In both 
the tradltlonal 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 

1 "Impact of Partlclpatlon In NontradItIonal AgrIcultural 
Export ProductIon on the Employment, Income, and QualIty of LIfe of 
Women In Guatemala, Honduras, and Costa RIca" by AmalIa M. AlbertI 
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ln the maqulla lndustry averages only around 30%. Most of the 
domestlc content of agrlcultural exports are the labor lnputs for 
productl0n, harvestlng, and processlng/packlng Investments In 
agrlcultural productl0n and agrlcultural exports In part1cular 
thus create s1gnlflcant beneflts for the rural unemployed. 
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TECHNICAL ANALYSIS 

I Introductlon 

The technlcal analysls of the ProJect looks at the range of 
serVlces that mlght be dellvered, at the percelved need for 
these, and at the ways that dellverles can be effected most 
efflclently. The proJect lntends to dellver three baslc sorts of 
serVlces One would lnclude support and upgradlng of the staffs 
of the member assoclatlons, lncludlng local and natlonal levels 
of representatlon A second would provlde commodltles needed 
effectlvely to carry out the serVlces antlclpated A thlrd would 
dellver technlcal asslstance through Assoclatlons, for the dlrect 
use of members In thelr agrlcultural and marketlng operatlons. 
The followlng 11St of needs was expressed In meetlngs wlth four 
local Assoclatlons and two natl0nal Federatlons. Some needs were 
expressed by several of these respondents. The 11St lndlcates 
the range of help that a sample of members feel they need 

Offlce equlpment, typewrlter. computer, photocopler,fax 
Market opportunltles for cattle 
A new member-operated abattolr 
Renovatlon and member operatlon of an eXlstlng abattolr 
Veterlnary advlce, medlclnes In Assoclatlon store 
Improved/renovated pastures 
Improved fenclng for pasture rotatlon 
Supplemental feed/salt for llvestock 
Cheese factory to use surplus mllk 
Cacao processlng plant 
Better road access 
Feed mlxlng plant 
Productlon machlnery pool for sorghum & other crops 
Technlcal asslstance for sorghum,other crops 
Technlcal asslstance wlth sOll samples,lnterpretatlons 
Technlcal asslstance for coffee productlon 
On-farm trlals of lmproved productlon systems 
Small sOlls laboratory for testlng & advlce 
Help In dlverslflcatlon to non-tradltlonal crops 
Machlnery pool for coffee 
Importatlon of lmproved bulls & bred helfers 
ArtlflClal lnsemlnatlon scheme for herd upgradlng 
Water storage tanks ln dry range areas 
Productlon credlt 
Prlvate Sector agrlcultural bank 
Weekly market news sheet/publlcatlon 
Pooled lmports of agrlcultural chemlcals & medlclnes 
Pens/corrals for local cattle sales 
Expanded lnventory In assoclatlon stores to serve members 
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Some of these needs, for lnstance 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 Assoclatlons under UPANIC have 
conslderable experlence In thelr agrlcultural productlon 
operat1ons, Includlng the use of current technology In thelr 
productlon systems One of the central needs expressed 1S 
technlcal asslstance to update thelr "current" technology, now 
ten or more years out of date It IS not a matter of not know1ng 
how to produce, so much as It a matter of not havlng techn1cal 
contacts and 1nformatlon, these last years, by whlch these 
producers normally would have kept themselves up to date and 
competltlve wlth agrlcultural productlon In the more open 
socletles of thelr nelghbors. 

The ProJect Intends to provlde for the assorted needs by a system 
of grants and subgrants. The baslc grant to UPANIC wlll provlde 
the asslstance at the UPANIC level requlred properly to serVlce 
the ProJect ThlS Includes an Expatrlate ProJect Manager for a 
thlrty-month perlod, accountants, an economlst, etc The 
allocatIon of subgrants IS deflned below 

II Allocatlon of Subgrant Funds 

There are SlX ellgible natIonal commodIty assoclations and 
approxlmately 40 federatIon and local assoclatlons that are 
elIgIble to recelve subgrants The fund of money for subgrants 
would be dlVlded Into two separate reserves - Baslc Inst1tut1onal 
Grants, and Speclal ProJects up to $200,000, or $400,000 
dependlng on the number of aSSOCIatIons Involved In the proposal 
ThIS allocatIon procedure wlll be defIned as part of the 
cooperatlve agreement wlth UPANIC UPANIC may change thIS 
allocatlon system, however, If It provldes sufflclent 
Justlf1catlon, when It submlts to AID the detalled management 
process for subgrant Justlflcatlon and select10n as dlscussed 
below 

A Baslc Instltutlonal Grants 

Baslc Inst1tutlonal Grants would have a maXlmum award of $50,000 
per assoc1at1on and federat1on, and enough funds wlil be reserved 
to ensure that every el1b1ble assoc1at1on would have access to a 
baS1C grant dur1ng a perlod of two years. Awards of grants would 
be noncompet1tlve, w1th each assoc1at1on and federatlon rece1vIng 
the amount of f1nanc1al support Justlf1ed, up to the maXlmum 
After two years, the remalnder of the reserve fund that had not 
been awarded would be rolled 1nto the pool of funds for Spec1al 
ProJects. The total est1mated for these subgrants 1S $2 3 
mlll1on. 
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These BaslC Instltutl0nal Grants would especlally serve the needs 
of support or expansl0n of ongolng technlcal or commerclal 
serVlces of local assoclatlons The most lmportant selectl0n 
crlterla would be farm level lmpact (of all actlvltles as a 
whole), the capabll1ty of the assoclatl0n to manage the actlvlty, 
and sustalnablilty (of the assoclatlon as a whole rather than the 
partlcular actlvltles) In order to slmpllfy ProJect management, 
these grants wl11 be Ilmlted to fund1ng a maX1mum of three 
act1v1tles The ma1n purpose of these grants lS baslc and 
expedltl0uS lnst1tut1onal strengthenlng and lmmedlate serVlce 
dellvery 

The level of analysls, length of tlme In preparatl0n, and detall 
would be less than for spec1al proJects, and assoclat1ons would 
be glven plenty of t1me to prepare proposals and rece1ve 
asslstance ThlS would also permlt new members or newly emerglng 
assoc1atl0ns that are reglstered wlth the ProJect an opportun1ty 
to develop membersh1p and act1v1tles and part1clpate 1n the 
ProJect. 

B Productlv1ty Subgrants 

The subgrant funds that are not reserved for baslc lntltutlonal 
grants w1ll be used for subgrants dlrectly related to 
productlvlty The Productlvlty subgrants wlll be of two Slzes -
up to $200,000 for proposals from one or two assoc1atlons and up 
to $400,000 for proposals from three or more aSSoclatlons or a 
federatl0n. Only one actlv1ty may be funded through these 
subgrants to ass~re maXlmum dlstrlbutl0n of funds. A total of 
$1 3 mlillon lS estlmated for th1S component The productlvlty 
subgrants w1ll be selected on a purely competltlve basls. That 
lS, proposals would be recelved by a deadllne, revlewed together, 
and ranked by score based on the detalled selectlon crlterla 
Awards would be made to qual1fYlng proposals In order of ranklng 
untll the funds are gone Proposals for productlvlty subgrants 
wll1 requlre conslderably greater depth of analysls than the 
BaS1C Instltutl0nal Grants Impact and capablllty to manage the 
proposed program are essentlal, and aggregate lmpact, beneflclary 
numbers, and sllstalnabl1lty are very lmportant In thlS category, 
also Crlterla for the productlvlty proposals are dellneated 
below 

In order to permlt tlme for all ellglble assoclatlons to prepare 
proposals, the selectlon would be done In approxlmately SlX month 
phases, at approxlmately months 12, 18, and 24 Any fundlng left 
after 24 months wlll be placed In the productlvlty subgrant 
category and must be cOmIDltted through a subgrant no later than 
the thlrty-slxth month of the ProJect 
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C Rat10nale for Allocat10n System 

The rat10nale for th1S system of allocat10n lS that 1t 

1) creates a compet1t1ve mechan1sm that w111 tend to put money 1n 
the most product1ve act1v1t1es regardless of commod1ty sector, 

2) permlts comparlson of proposals of slmllar Slze and 
complexlty, and 

3) provldes a slmpler, more cost-effectlve mechanlsm for 
strengthen1ng the network of smaller, local assoc1at10ns w1th a 
select10n process that el1m1nates the t1me pressure and need to 
spend t1me and money 1n proposal wr1t1ng 

III The Subgrant Process 

A) Cr1t1cal Steps 1n the Select10n Process 

1. Reg1ster El1g1ble Assoc1at1ons 

The f1rst 1nstruct10n 1nterested member assoc1at10ns w111 rece1ve 
lS to f1ll out a reg1strat10n form that w1ll determ1ne the1r 
el1g1b111ty for subgrants The purpose of reg1strat10n lS to 
avo1d the confus10n of non-members or members who do not f1ll 
bas1c el1g1b111ty requ1rements applY1ng for subgrants. The need 
for th1S ar1ses from the lack of def1n1t10n that eX1sts at 
present as to how many local assoc1at1ons there are, espec1ally 
1n the coffee and 11vestock assoc1at10ns A d1st1nct10n w111 
need to be made between local comm1ttees (Wh1Ch m1ght have 10-20 
members and no off1ce) and local assoc1at1ons 

2. Publ1C1ty and Or1entat1on of Members 

UPANIC w1ll be respons1ble for organ1z1ng member assoc1at10ns, 
publ1c1z1ng the ProJect, and prov1d1ng bas1c 1nstruct10ns on how 
to seek ass1stance 1n develop1ng proposals for subgrants. 

3. Format10n of ProJect Steer1ng Commlttee 

UPANIC w111 organ1ze an elect10n by members of all Assoc1atlons 
to select three representatlves Preferably, one member of the 
Comm1ttee would be from the coffee sector, one from cattle, and 
one from the several crops-related Assoc1at1ons. Persons elected 
should be known for the1r techn1cal leadershlp and Ob)ect1v1ty, 
and should have demonstrated good bUS1ness and f1nanc1al acumen 
AID w1ll approve the cand1dates 1n a PIL The other members of 
the PSC w111 be the 1nst1tut1onal contractor Chlef of Party, and 
a representat1ve of AID. 
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PRIVATE !J~lccrLTORAL SERVICES rJR )NLr fIVE rg&~s, 
SFLECTljN CRITERIA fJ BE APPLIED Tj r~E ALLO:ArI)H OF 

\ PROJI::T F~J'lDS S!JOOLD BE DgSIGU:O III SJCH 1 WAr AS ro 
FAfOR PRIl~TE A1R1CULrJRAL jR~~NIZlrION (PAO) !:rI'IrI~S 
war:a p~Fsr~r raE ~PEArEsr p)rE~rI!L f)R coSrat:jiERT 

AND s~srAI.AB1Llrr: rSE PID/PP SHJOLO !H1tIZE rHE 
SUSTAINAEIL1rr P'fEMfI1L ~f PA) SERYI:ES AND PROJECr 
BENEfICIARIES SK)ULD !SSO~g 110 FURTHER suppoaf BEY"D 
rBE P,.CO. 

c) AID/w cr~OEqSTAHDS TaA! PAO ME~BERSBIP (AND raEREfjRg 
PROBABLE PR'JECr BE~EFICIARIES) iItL 8E BITrgR 
IDENTIFIED THR()cr3! raE COURSE ()f fURrBER PROJE:r 

"D!SIGI. BASED'~ f!U RESlJLrS " THIS CL!RlfIC!rION. Ir 
~AT BE !PPROPRI1TE FOR PR)JECr DESI~~ TJ I~~)RP~RATE 
PRIVATE P~jDOCERS ~~J ARE NJr :1RREHfLY AcrIVE P!O 
HEMBFRS. TBE ~ISSI~~ SBOJLD E~SORE T~Ar POORER 'A~~ER5 
AND N'~-TR~DITIJNAL PRODaCE~S ~I1Hr ACCgSS H~:ESS!Rr 
SFRfICES rI~ANCED rgRJUlB rHIS PROJECr ANn r~Ar 
BrNIFICIA~IES ARE NJl LI~Ir£D r) r~g LAPlER ~ORE 
INrLJE~rI~L P~'DUCE~S: 

~p,o -emlllfCIIIJ (521-33IS'4= 
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A) LAC ~~A'TS PRO}RA~ :O~:ORRE~:E FjR THE MIS5I)H ra 
PRO:EED IITa r~qrHER DL'ELOP~EHr or raI3 PROJE:r. 0 E 
rJ TeE ~FLATIVELr SI~PL! DESI}. Jl r~IS cr~BRELLl PR~Jr:r 
AND Irs sr~ILARITr ro ~rggR I~IrIArIVgS ALRl&Dr BEI~} 
I"'1PLE'1F'frE1) ra~l.ng:H1r tat RE~I)'l, r;u ~ISSION DIRE:rJ~ 
IS 9FRESf DELFjATED !JTqORlrr r, AJrB)RIZI r31 PROJrCr 
JSI~G ~J~-SrA~rARD D)C~~g~r!rI)~. spr:rfICALLr, TEe 
~ISSrjH ~~r PROCEED DIRECfLC r) rag DEVgLOp~gNr or rEE 
PPOJE~T PAPER iITHour AN INrER~EDIArE PR)1ECr 
IDE~TIFICArI)~ DJCU~g~T. 

B) IF rgr pPOJE:r IS ro BE OBLI;AfED Sf ~EA~3 or A 
SILATEP'L ~q!~r AiPEE1£Nr iITa \ G~H ~1~lsrRrt THE PP 
SBOOLD CLEARLr SPECIFY rHE RJL~ !HD RESPJNSIBILlrlES )1 
raAT ~I~ISTRr I~ rB~ SELE:rION !~D CO)RDINArIJ~ )f p~o 
ACTIVITIES. 

:) AID/; alJD~RsrA~r:s r2H, IUrIALLr, JNLr J:5.-3!5-~ 
PVO'S WILL RECEIVg rI~!H;I~; THRJU1B raIS PROJEcr: 
TBERE~FrER, AS r3E I~SrIrJrrOH!L CAPA:lrIES JF LO:AL 
PV)'S AR~ DEVEL'PED A~D f3ESE Pi~'S ARE RE}ISfERtD ilra 
OSAID, faE! TJJ IILL BE LI{ELr ~ECIPIgHrS OF A.I.D. 
RFSJ(]RCrs. 

D) ~BrLE AID/i (]~DERSTAHD5 TB!f PVO lcrIVITIES iILL BE 
SELEcrED rgR'U~gOar rgE L,P, rlE PRJJECr PAPER saOULr 
OOTLI~E TH~ PR~JECTED PRO}~!1 LEVEL I1PAcrs " LIlEL7 
A:rIvIrrES TJ BE fIHAN:ED (1.1. IHC~E!SED IN:O~E LEifLS, 

E~PLor~E~T GE~ERArEDt HEALTH I~rERVE~rIJNS, ETC.). 

i. r~~rLY PLA~HIN~ EXPAM3I'M !~D R~1IO'ALIZ!TIO. 
(524-~512) 

LAC GR!NrS PRO~RA~ CONCORRENCE F'R THE ~ISSIJ. TO 
PROCEED tIrH FORTHER DIVELOP~E~r J, THIS PROJICr !ND 
DEL£~lTES AOT80RITI ro rag ~IS3IJN DIRECfOR l~ APPR)VE 
rHE PID II THE FIELD. 

s. EXPANDED PROGRA~ or I~~JNIZ&TIJ~ (52i-a321) 

1) LAC GRANTS PRO~RA~ COWC~RaE~CI rJR ral ~ISSION TO 
PROCEED VITa rORT3ER DE'ELOPME~r 0' laIS PROJEct: IN 
RICOGNlrIO~ or rBE ORHHor or IMPLE:1IMrIN' !!US PROJ~r 
AND DU! to TBI fACT rSAT ral OBLIG!TIJN ~ECB!HIS~ WILL 
BE A Bur-1M TO AN OM~OIHG RllIJ~AL PRJJECr WITS PASO 
(AND A SOBSE~UENT Bor-I' 10 A 'JLLJWOI PABO PROJEcr). 
TH! MISSIO~ DIREcrOR IS BIRIBt DgLE~ATED AUTHORIry 10 
A~THORIZI THE PROJECT OSIN~ NO~STA~DARD DOCUMENTArIO~. 

:JHCLASSIFIED STATI: 4:1513f/al 
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'SPECIFI:AL~r, rSl MISSION ~lT PR'CIED DIRICTLf ro raE 
DETELJP~E~r or A PROJCCr PAPERtIBOOAH I'rER~GOIlrE 
PR~Jlct IOENrlfIC~TION DO:J~EHr. 

B) PRELI~I~ARr PROJECT DE5I~N E~ilSI)NS 1 B1fIN TO l 
~JLrID~~jR PA,~ ACTlflrf \ND I~:LOOES A.t.D. fJhOINi 
FOR V~HI~LFS. ONDER! su:a AM lRR!~}[~[~rt PA30 i'~~D 
NOR~ALLf ~PPLY ITS 'iN PROCJa&~Eir PR)CEDURES. rHIS 
COOLD RlSULT I~ raE PRJ=ORE1t~r )f HjM-O.S. ItaI:Lr3 
iITB A.I.O. rU~DS. IE DO N)r i!~r T) rI1!HC~ rH~ 
PROCUPE~E~r Of NON-a.s. vggICLE5 fJR latS PROJiCr EICEPr 
JNDEP EXCtPTlj~AL CIR:JMSr!~:g5 (i31:a iJULD RESULt I~ 
GSAID ISSGr~~ ! iAIVER). TJ Ai)10 PR)CUR£~E~r OF 
NJN-U:S. rrgrCL[S tlr~ A.I.O. rJ~DS, JSAID S3)JLD ElrHER 
PIer op orSER p~JJECr cosrs LElVIN1 JrHER DO~ORS ro J~D 

• VEHICLES, PR~CORE raE fEHICLES DIRECfLY INSfE!D ~r 
r~q)~~p P~;J, ~R ENS1~~ r3Af P!3) EaTS J~Lr J.S. 
iEEICLF5 J~LESS JS!ID ISSJ~5 i iAI.ER. 

I I 

. . 
\ I 

S. CJN;PESSI~N!L NJrIFI:!rIO~5 ARE :JRRENrLf BEIN~ 
PR~CE5SED FJ~ raE FA1ILf PL!~~I'l tIP!~SIO~ !~D 
RE~ION~Llz'rION (52~-3312) AND rgE EX?!~DED PRO;R!~ ;F 
I~~U~IZ!TIO~ (524~321) PRJJE~r5. L!~/DPP IILL H~rIr. 
MISSI)N VI' FAX igE~ C~/s a!VE l)NE rJ C)N~qgSS !~D I! 
CABLF WlF~ THE CN'S HAlE EXPIRED: E!!ER 
BT 
#5135 
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UN~L!S5IfIED srATE 41513:/32 
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ANNEX I Statutory Checkl~st 

L~sted below are statutory cr~teria 
appl~cable to the ass~stance resources 
themselves, rather than to the el~g~b~l~ty 
of a country to rece~ve ass~stance Th~s 
sect~on ~s d~v~ded ~nto three parts Part 
A ~ncludes cr~ter~a appl~cable to both 
Development Ass~stance and Econom~c 
Support Fund resources Part B ~ncludes 
cr~ter~a appl~cable only to Development 
Ass~stance resources Part C ~ncludes 

• cr~ter~a appl~cable only to Econom~c 
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 601(a» Informat~on &~d =o-clus~ons 
on whether ass~stance w~ll encourage 
efforts of the country to (a) ~ncrease 
the flow of ~nternat~onal trade, (b) 
foster pr~vate ~n~t~at~ve and compet~t~on, 
(c) encourage development and use of 
cooperat~ves, cred~t un~ons, and sav~ngs 
and loan assoc~at~ons, (d) d~scourage 
monopol~st~c pract~ces, (e) ~mprove 
techn~cal eff~c~ency of ~ndustry, 
agr~culture, and commerce, and (f) 
strengthen free labor un~ons 

2 U S Pr~vate Trade and Investment (FAA 
Sec 601Cb» Informat~on and conclus~ons 
on how ass~stance w~ll encourage U S 
pr~vate trade and ~nvestment abroad and 
encourage pr~vate U S part~c~pat~on ~n 

fore~gn ass~stance programs (~nclud~ng use 
of pr~vate trade channels and the serv~ces 
of U S pr~vate enterpr~se) 

3 Congress~onal Not~f~cat~on 

a General requ~rement (FY 1991 
Appropr~at~ons Act Secs 523 and 591, 
obl~gated for an act~v~ty not prev~ously 
Just~f~ed to Congress, or for an amount ~n 
excess of amount prev~ously just~f~ed to 
Congress, has Congress been properly 
not~f~ed (unless the not~f~cat~on 
requ~rement has been ~a~ved because of 
substant~al r~sk to human health or 
welfare)? 

b Not~ce of new account 
obl~gat~on (FY 1991 Appropr~at~ons Act 
Sec 514) If funds are be~ng obl~gated 

1 

Yes 

a) Increased product~on of both 
trad~t~onal and non-trad~t~onal exports 
w~ll ~ncrease the flow up external trade 
b) Recovery of pr~vate agr~cultural 
producers to make them the eng~ne of 
growth ~n the agr~cultural sector ~s the 
purpose of th~s proJect c) N/A The 
proJect has no cred~t components d) The 
proJect w~ll seek to help farmers overcome 
monopson~es ~n the purchase of 
agr~cultural produce e) Improvement of 
product~on technology and ~ncr~ased y~elds 
~n agr~culture are pr~mary act~v~t~es of 
th~s proJect 

The proJect w~ll help ~ntroduce U S 
teChnology and farm ~nputs ~nto N~caragua 
after a 10 years h~atus Th~s ~s expected 
to lead to ~ncreased U S exports of farm 
~nputs and mach~nery to N~caragua 

Not~f~cat~on was sent to congress on 
May 15, 1991 That not~f~cat~on exp~red 
w1thout ob)ect10n on May 30, 1991 



under a~ appropriat~on accou~t to wh~ch 
they were not appropr~ated, has the 
Pres~dent consulted w~th and prov~ded a 
wr~tten Justlflcation to the House and 
Senate Appropr~atlons Comm~ttees and has 
such obl~gat~on been subJect to regular 
not~f~cat~on procedures? 

c Cash transfers and nonproJect 
sector ass~stance (FY 1991 Appropr~at~ons 
Act Sec 575(b) (3» If funds are to be 
made ava~1ab1e ~n the form of cash 
transfer or nonproJect sector ass~stance, 
has the Congress~onal not~ce ~nc1uded a 
deta~led descr~pt~on of how the funds w~ll 
be used, w~th a d~scuss~on of U S 
~nterests to be served and a descr~pt~on 
of any econom~c pol~cy reforms to be 
promoted? 

4 Eng~neer~ng and F~nanc~al Plans (FAA 
Sec 611(a» Pr~or to an obl~gat~on ~n 
excess of $500,000, w~11 there be (a) 
eng~neer~ng, f~nanc~al or other plans 
necessary to carry out ~~ ass_stance, and 
(b) a reasonably f~rm est~mate of the cost 
to the U S of the ass~stance? 

5 Leg~slat~ve Act~on (FAA Sec 611(a) 
(2) If leg~slat~ve act~on ~s required 
w~th~n rec~p~ent country w~th respect to 
an obl~gat~on ~n excess of $500,000, what 
~s the bas~s for a reasonable expectat~on 
that such act~on w~ll be completed ~n t~me 
to perm1t orderly accomplishment of the 
purpose of the ass~stance1 

6 Water Resources (FAA Sec 611(b), FY 
1991 Appropr~atlons Act Sec 501) If 
ProJect ~s for water or water-related land 
resource construct1on, have benef1ts and 
costs been computed to the extent 
pract~cable 1n accordance w1th the 
pr1nc1ples, standards, and procedures 
establ1shed pursuant to the Water 
Resources Plannlng Act (42 USC 1962, et 
seq)1 (See A I D Handbook 3 for 
gU1del1nes ) 

7 Cash Transfer and Sector Ass~stance (FY 
1991 Appropr1at1ons Act Sec S7S(b» w~ll 
cash transfer or nonproJect sector 
ass1stance be ma1nta1ned 1n a separate 
account and not comm1ngled w~th other 
funds (unless such requ1rements are walved 
by Congress~onal notlce for nonproJect 
sector asslstanCe)? 

8 Capltal Asslstance (FAA Sec 611(e» 
If proJects ~s caplta1 ass~stance (~, 
constructlOn), and total U S asslstance 
for It wlll exceed $1 mlll~on, has Mlss~on 

N/A 

N/A 

• 

Yes 

No leglslat~ve act~on ~s requ~red 

N/A 

N/A 

2 



D~rector cert~f~ed and Regional Ass~stant 
Adm~n~strator taken into cons~deration the 
country's capab~l~ty to ma~nta~n and 
ut~l~ze the proJect effect~vely? 

9 Mult~ple Country ObJect~ves (FAA Sec 
601(a» Informat~on and conclus~ons on 
whether proJects w~ll encourage efforts of 
the country to (a) ~ncrease the flow of 
~nternat~onal trade, (b) foster pr~vate 
~n~t~at~ve and eompet~t~on, (c) encourage 
development and use of cooperat~vee, 
cred~t un~ons, and sav~ngs and loan 
assoc~at~ons, (d) d~ecourage monopol~st~c 
pract~ces, (e) ~mprove techn~cal 
eff~c~ency of ~ndustry, agr~culture and 
commerce, and (f) strengthen free labor 
un~ons 

10 U S Pr~vate Trade (FAA Sec 601 (b» 
Informat~on and conclus~ons on how proJect 
w~ll encourage U S pr~vate trade and 
~nvestment abroad and encourage pr~vate 
U S part~c~pat~on ~n fore~gn ass~stance 
programs (~nclud~ng use of pr~vate trade 
channels and the serv~ces of U S pr~vate 
enterpr~se) 

11 Local Currenc~es 

a Recip~ent Contr~but~ons (FAA 
Secs 612(b), 636(h»' Descr~be steps 
taken to assure that, to the max~mum 
extent poss~ble, the country ~s 
contr~but~ng local currenc~es to meet the 
cost of contractual and other serv~ces, 
and fore~gn currenc~es owned by the U S 
are ut~l~zed ~n l~eu of dollars 

b U.S -Owned Currency (FAA Sec 
612(d» Does the U S own excess fore~gn 
currency of the country and, ~f so, what 
arrangements have been made for ~ts 
release? 

c Separate Account (FY 1991 
Appropr~at~ons Act Sec 575) If 
ass~stance ~s furn~shed to a fore~gn 
government under arrangements wh~ch result 
~n the generat~on of local currenc~es 

(1) Has A.I D (a) requ~red 
that local currenc~es be depos~ted ~n a 
separate account establ~shed by the 
rec~p~ent government, (b) entered ~nto an 
agreement w~th that government prov~d~ng 
the amount of local currenc~es to be 
generated and the terms and condit~ons 
under wh~ch the currenc~es so depos~ted 
may be ut~l~zed, and (e) establ~shed by 
agreement the respons~b~l~t~es of A I D 
and that government to mon~tor and account 

3 

N/A 

See Item A 1 above 

See Item A 2 above 

The ProJect prov~des ass~stance to two 
pr~vate sectors N~caraguan organ~zat~ons 
Although ne~ther of these organ~zat~ons 
can prov~de the requ~red 25\ counterpart, 
the ProJect w~ll have a mechan~sm to 
assure that both organ~zat~ons prov~de a 
s~gn~f1cant contr~but~on and work towards 
self-susta~nab~l~ty 

No 

N/A Th~s ProJect w~ll not generate local 
currency 

N/A 



for deposrts ~nto and disbursements from 
the separate account? 

(2) W~ll such local 
currenc~es, or an equ~valent amount of 
local currenc~es, be used only to carry 
out the purposed of the DA or ESF chapters N/A 
of the FAA (depend~ng on wh~ch chapter ~s 
the source of the ass~stance) or for the 
adm~n~strat~ve requ~rements of the Un~ted 
States Government? 

(3) Has A I 0 take all 
appropr~ate steps to ensure that the 
equ~valent of local currenc~es d1sbursed 
from the separate account are used for the N/A 
agreed purposes? 

(4) If ass~stance ~s 
term~nated to a country, w~ll any 
unencumbered balances of funds rema~n~ng 
~n a separate account be d~sposed of for N/A 
purposes agreed to by the rec~p~ent 
government and the Un~ted States 
Government? 

12 Trade Restr~ct~ons 

a. Surplus Commod~t~es (FY 1991 
Appropr~at~ons Act Sec 521(a». If 
ass~stance ~s for the product~on of any 
commod~ty for export, ~s the commod~ty No 
l~kely to be ~n surplus on world markets 
at the t~me the result~ng productive 
capac~ty becomes operat~ve, and ~s such 
ass~stance l~kely to cause substant~al 
~nJury to U S producers of the same, 
s~m~lar or compet~ng commod~ty? 

b Text~les (Lautenberg 
Amendment) (FY 1991 Appropr~at~ons Act 
Sec 521 (C» W~ll the ass~stance (except 
for programs ~n Car~bbean Basin In~t~at~ve No 
countr~es under U S Tar~ff Schedule 
"Sect~on 807," wh~ch allows reduced 
tar~ffs on art~c1es assembled abroad from 
U S - made components) be used directly 
to procure feas~b~1ity stud~eB, 
prefeas~b1~ty studies, or proJect prof11es 
of potent~al investment ~n, or to ass1st 
the establ~shment of fac~l~t~es 
spec~f~ca11y des~gned for, the manufacture 
for export to the Un~ted States or to 
th~rd country markets in direct 
compet~t~on w~th u.s exports, of 
text~1es, apparel, footwear, handbags, 
flat goods (such as wallets or co~n purser 
worn on the person), wor~ gloves or 
leather wear~ng apparel? 

13 Trop~cal Forests (FY 1991 

4 



Appropriat~ons Act Sec 533 (c) (3» Will 
funds be used for any program, project or 
activ~ty wh~ch would (a) result in any No 
s1gn~ficant loss of trop~cal forests, or 
(b) involve ~ndustr~al t~mber extract~on 
1n pr1mary trop~cal forest areas? 

14 Sahel Account~ng {FAA Sec 121 (d» 
If a Sahel proJect, has a determ1nat~on 
been made that the host government has an 
adequate systems for account~ng for and 
controll~ng rece~pt and expend~ture of 
proJect funds (e1ther dollars or local 
currency generated therefrom)? 

15 PVO Ass1stance 

a Aud1t1ng and reg~strat~on (FY 
1991 Appropr1at10ns Act Sec 537) If 
ass~stance ~s be~ng made ava~lable to a 
PVO, has that organ~zat10n prov1ded upon 
t~ely request any document, f~le, or 
record necessary to aud~t~ng requ1rements 
of A I D , and 1S the PVO reg1stered w~th 
A I D ? 

b Fund~ng sources (FY 1991 
Appropr1at10ns Act, T~tle II, under 
head~ng "Pr~vate and Voluntary 
Organ~zat~onsn) If ass1stance ~s to be 
made to a Un~ted States PVO (other than a 
cooperative development organ~zation), 
does ~t obta~n at least 20 percent of 1tS 
total annual fund1ng for ~nternat~onal 
act~v~t1es from sources other than the 
Un~ted States Government? 

16 ProJect Agreement Documentat~on {State 
Author~zat~on Sec 139 (as 1nterpreted by 
conference report» Has conf1rmat1on of 
the date of s~9n~n9 of the proJect 
agreement, ~nclud~ng the amount ~nvolved, 
been cabled to State LIT and A I D LEG 
w~th~n 60 days of the agreement's entry 
1nto force w1th respect to the Un1ted 
States, and has the full text of the 
agreement been pouched to those same 
off~ces? (See Handbook 3, Append1x 6G for 
agreements covered by th~s prov~s~on) 

17 Metr1c System (Omn1buB Trade and 
Compet1t1venesB Act of 1988 Sec 5164, as 
1nterpreted by conference report, amend1ng 
Metr1c Convers10n Act of 1975 Sec 2, and 
as 1mplemented through A I D POl1Cy) 
Does the ass1stance act~v~ty use the 
metr~c system of measurement 1n 1tS 
procurement, grants, and other bus1ness­
related act~v~ties, except to the extent 
that such use 1S ~mpract~cal or 1S l~kely 

5 

N/A 

Yes The PVOs w~ll be reg1stered w1th AID 
before obl~gat10n 

N/A 

N/A 

Yes 

J 
\tP /? 



to cause s~gnificant .~efficiencies or 
loss of markets to United States flrms? 
Are bulk purchases usually to be made in 
metrlc, and are components, subassemblles, 
and seml-fabr~cated materlals to be 
spec~f~ed ~n metr~c un~ts when 
econom~cally avallable and technlcally 
adequate? W1ll A I D speclf1catlons use 
metr~c un~ts of measure from the earllest 
programmat~c stages, and from the earl~est 
documentatlon of the ass~stance processes 
(for example, proJect papers) 1nvolv~ng 
quant1f1able measurements (length, area, 
volume, capac1ty, mass and we~ght), 
through the ~mplementat~on stage? 

18 Women ~n Development (FY 1991 
Approprlat10ns Act, Tltle II, under 
head~ng "Women ~n Development") W~ll 

ass~stance be deslgned so that the 
percentage of women part1c~pants w~ll be 
demonstrably ~ncreased? 

19 Reg~onal and Mult~lateral Ass~stance 
(FAA Sec 209) Is asslstance more 
efflc1ently and effect~vely prov~ded 
through reg~onal or mult~lateral 
organ1zatlons? If so, why lS ass~stance 
not so prov~ded? Informatlon and 
concluslons on whether ass1stance w~ll 
encourage develop1ng countr~es to 
cooperate 1n reg10nal development 
programs 

20 Abort~ons (FY 1991 Approprlat~ons Act, 
T1tle II, under headlng "populatlon, DA," 
and Sec 525) 

a W~ll asslstance be made 
ava~lable to any organlzatlon or program 
WhlCh, as determlned by the Presldent, 

Yes, Incluslon of NTAE act~vlt~es wlll 
prov~de s~gnlf1cant employment 
opportun1tles for women 

No 

, 

supports or part~clpates 1n the management N/A 
of a program of coerClve abortlon or 
lnvoluntary ster1l1zat10n? 

b Wlll any funds be used to lobby 
for abortlon? 

21 Cooperatlves (FAA Sec Ill) w~ll 

ass~stance help develop cooperatlves, 
especlally by techn1cal asslstance, to 
asslst rural and urban poor to help 
themselves toward a better l~fe? 

22 US-OWned Forelgn CurrenCles 

a Use of currenCles (FAA Secs 612{b), 
636(h), FY 1991 Approprlat10ns Act Secs 
507, 509) Descrlbe steps taken to assure 
that, to the max~mum extent poss1ble, 
forelgn currenCles owned by the U S are 
ut1llzed 1n lleu of dollars to meet the 
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N/A 

Ass1stance w1ll be channeled to Producers 
Un1ons, WhlCh are slmllar to cooperatlve~ 
Rural poor wlll part1c1pate through 
slgn1f1cantly 1ncreased employment 
opportunlt1es 



cost of contractual and other serv~ces 

b Release of currenc~es (FAA Sec 612 
(d» Does the U S own excess fore~gn 
currency of the country and, ~f so, what 
arrangements have been made for ~ts 
release? 

23 Procurement 

a Small busLness (FAA Sec 
602(a» Are there arrangements to perm~t 
U S small bus~ness to part~c~pate 
equ~tably ~n the furn~sh~ng of comrnodLt~es 
and serv~ces f~nanced? 

bUS procurement (FAA Sec 
604(a» WLll all procurement be from the 
U S except as otherw~se determ~ned by the 

See Item A 11 a above 

No 

Yes, an 8a f~rm w~ll prov~de the maJorLty 
of techn~cal serVLces under the proJect 

Pres~dent or determ~ned under delegat~on Yes 
from hLm' 

c Mar~ne ~nsurance (FAA Sec 
604(d» If the cooperatLng country 
d~scrLmLnates aga~nst marLne Lnsurance 
compan~es author~zed to do bus~ness ~n the N/A 
US, w~ll comrnod~t~es be ~nsured Ln the 
Un~ted States aga~nst mar~ne r~sk wLth 
such a company? 

d Non-U S agr~cultural 
procurement (FAA Sec 604(e» If non-
U S procurement of agricultural commod~ty 
or product thereof ~s to be f~nanced, ~s N/A 
there prov~s~on aga~nst such procurement 
when the domestic pr~ce of such comrnod~ty 
~s less than par~ty? (Except~on where 
comrnod~ty fLnanced could not reasonably be 
procured ~n US) 

e Construct Lon or eng~neer~ng 
serv~ces (FAA Sec 604(g» WLll 
construct Lon or engLneer~ng serv~ces be 
procured from firms of advanced developLng 
countr~es which are otherwLse el~g~ble 
under Code 941 and wh~ch have atta~ned a 
competit~ve capab~lity Ln LnternatLonal 
markets ~n one of these areas? (Except Lon 
for those countr~es wh~ch rece~ve direct 
econom~c aSB~stance under ~he FAA and 
perm~t Un~ted States f~rms to compete for 
construct~on or engLneerLng serVLces 
fLnanced from assistance programs of these 
countrLes ) 

f Cargo preference sh~ppLng (FAA 
Sec 603» Is the sh~pp~~g excluded from 
compliance w~th the requLrement ~n sect~on 

No 

901(b) of the Merchant Mar~ne Act of 1936, No 
as amended, that at least 50 percent of 
the gross tonnage of comrnodLt~es (computed 
separately for dry bulk carr~ers, dry 
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cargo l4ners, and tankers) f4nanced shall 
be transported on pr4vately owned U S 
flag commerc4al vessels to the extent such 
vessels are ava~lable at fa4r and 
reasonable rates? 

g Techn4cal ass4stance (FAA Sec 
621(a» If techn~cal ass~stance is 
f4nanced, w~ll such ass~stance be 
furn4shed by pr~vate enterpr4se on a 
contract bas4s to the fullest extent 
pract4cable? W41l the fac~14t~es and 
resources of other Federal agencies be 
utilized, when they are particularly 
su~table, not competit~ve with private 
enterprise, and made available w~thout 
undue interference with domest~c programs? 

h U S a~r carr4ers 
(Internat4onal A~r Transportat~on Fa~r 
Compet~t~ve Pract1ces Act, 1974) If a4r 
transportat~on of persons or property 4S 
f~nanced on grant bas~s, w4ll U S 
carr~ers be used to the extent such 
serv~ce ~s ava~lable? 

~ Term4nat~on for conven~ence of 
U S Government (FY 1991 Approprlat~ons 
Act Sec 504) If the U S Government ~s 
a party to a contract for procurement, 
does the contract conta~n a prov~s~on 
author~z~ng termlnatl0n of such contract 
for the conven~ence of the Unlted States? 

J Consultlng serv~ces (FY 1991 
Appropr4at~ons Act Sec 524) If 
ass4stance ~s for consult~ng serv~ce 
through procurement contract pursuant to 5 
USC 3109, are contract expend~tures a 
matter of publ~c record and avallable for 
publ~c lnspect~on (unless otherwlse 
provlded by law or Execut~ve order)? 

k Metric convers~on (Omn4bus 
Trade and Cowpet~t4veness Act of 1988, as 
4nterpreted by conference report, amend~ng 
Metr~c ConverS4on Act of 1975 Sec 2, and 
as ~mplemented through A I D po14cy) 
Does the ass4stance program use the metrlc 
system of measurement 1n 4tS procurement, 
grants, and other bus~ness-related 
act4v~t4es, except to the extent that such 
use ~8 4mpract4cal or 1S l~kely to cause 
s~gn1f~cant ~neff4clenc~es or loss of 
markets to Un~ted States f~rms? Are bulk 
purchases usually to be made ~n metr4c, 
and are components, subassembl~es, and 
sem4-fabr~cated mater~als to be speclf~ed 
1n metr1c un1ts when econom~cally 
avallable and technlcally adequate? W1ll 
A I D speclficatlons use metr~c un~ts of 
measure from the earl~est programmatlc 
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Yes Techn~cal Ass1stance w~ll be 
prov1ded by U S f1rms 

Yes 

Yes 

Yes 

Yes 



stages, and from the earliest 
documentat~on of the ass~stance processes 
(for example, project papers) involv~ng 
quant~f~able measurements (length, area, 
volume, capac~ty, mass and we~ght), 
through the Lmplementat~on stage? 

1 compet~t~ve Select~on 

Procedures (FAA Sec 601(e» W~ll the 
ass~stance ut~l~ze compet~t~ve select~on 
procedures for the award~ng of contracts, 
except where appl~cable procurement rules Yes 
allow otherw~se? 

24 Construct~on 

a Cap~tal proJect (FAA Sec 
601(d» If cap~tal (e 9 , construct~on) 
proJect, w~ll U S. eng~neer~ng and 
profess~onal serv~ces be used? N/A 

b Construct~on contract (FAA 
Sec 611(c» If contracts for 
construct~on are to be f~nanced, w~ll they 
be let on a compet~t~ve bas~s to maXLmum N/A 
extent pract~cable? 

c Large proJects, congress~onal 
approval (FAA Sec 620(k» If for 
construction of product~ve enterpr~se, 
w~ll aggregate value of ass~stance to be N/A 
furn~8hed by the U S not exceed $100 
m~ll~on (except for product~ve enterpr~ses 
~n Egypt that were descr~bed ~n the 
Congre8s~onal Presentation), or does 
a8s~8tance have the express approval of 
Congress? 

2S U.S Aud~t R~ghts (FAA Sec 301(d» 
If fund ~s establ~shed solely by U S 
contr~but~ons and adm~n~stered by an 
~nternat~onal organ~zat~on, does 
Comptroller General have aud~t r~ghts' N/A 

26 Commun~st Ass~stance (FAA Sec 620(h) 
Do arrangements ex~st to ~nsure that 
Un~ted States fore~gn a~d ~s not used ~n a 
manner wh~ch, contrary to the best 
~nterest of the Un~ted States, promotes or Yes 
aS8~sts the fore~gn a~d proJects or 
activ~t~es of the Commun~st-bloc 
countries? 

27 Narcot~cs 

a Cash re~mbursements (FAA Sec 
483): W~ll arrangements preclude use of 
f~nanc~ng to make re~mbursements, ~n the 
form of cash payments, to persons whose 
~ll~c~t drug crops are erad~cated? 

b. Assistance to narcot1cs 

Yes 

9 



traff~ckers (FAA Sec 48;) Will 
arrangements take "all reasonable steps" 
to preclude use of f1nanc1ng to or through 
lndlvlduals or entit1es which we know or 
have reason to believe have elther (1) 
been convlcted of a v101atlon of any law 
or requlat10n of the Unlted States or a 
forelgn country relatlng to narcotlcs (or 
other controlled substances), or (2) been 
an llllClt trafflcker in, or otherwlse 
lnvolved 1n the lllic1t trafflcklng of, 
any such controlled substance? 

28 Expropr1at1on and Land Reform (FAA 
Sec 620(g»" Wlll asslstance preclude 
use of f1nancing to compensate owners for 
exproprlated or nat10nallzed property, 
except to compensate forelgn nat10nals in 
accordance wlth a land reform program 
certlfled by the Presldent? 

29 Pollce and Prlsons (FAA Sec 660) 
Wlll asslstance preclude use of flnanc1ng 
to prov1de tralnlng, advlce, or any 
flnanClal support for pollce, prlsons, or 
other law enforcement forces, except for 
narcotlcs programs? 

30 CIA Actlvltles (FAA Sec 662) Wlll 
asslstance preclude use of flnanclng for 
CIA actlvltles? 

31 Motor Vehlcles (FAA Sec 636(1» 
Wlll asslstance preclude use of financlng 
for purchase, sale, long-term lease, 
exchange or guaranty of the sale of motor 
vehlcles manufactured outslde US, unless 
a walver lS obtalned? 

32 Mllltary Personnel (FY 1991 
Approprlatlons Act Sec 503) Wlll 
asslstance preclude use of flnanclng to 
pay penslons, annultles, retlrement pay, 
or adJusted serVlce compensatlon for prlor 
or current mllltary personnel? 

33 Payment of U N Assessments (FY 1991 
Appropriatlons Act Sec 505) Will 
asslstance preclude use of flnanclng to 
pay U N assessments, arrearage or dues? 

34 Multllateral Organlzatlon Lendlng (FY 
1991 Approprlatlons Act Sec 506) Wlll 
asslstance preclude use of flnanclng to 
carry out provlslons of FAA sectlon 209(d) 

Yes 

Land reform efforts wlll not be supported 
through thlS proJect 

Yes 

Yes 

Yes All motor vehlcles flnanced under 
th.s ProJect wlll be manufactured 1n the 
U S 

Yes 

Yes 

(transfer of FAA funds to multllateral Yes 
organlzatlons for lendlng)? 

35 Export of Nuclear Resources (FY 1991 
Approprlatlons Act Sec 510) Wlll 
asslstance preclude use of flnanclng to 
flnance the export of nuclear equlpment, 
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fuel, or technology? Yes 

36 Repression of Population (FY 1991 
Appropriat~ons Act Sec 511) Will 
ass~stance preclude use of f~nancing for 
the purpose of a~d~ng the efforts of the 
government of such country to repress the Yes 
leg~t~mate r~ghts of the populat~on of 
such country contrary to the Un~versal 
Declarat~on of Human R~ghts? 

37 Publ~c~ty or Propaganda (FY 1991 
Appropr~at~ons Act Sec 516) Will 
ass~stance be used for publ~c~ty or 
propaganda purposes des~gned to support or 
defeat leg~slat~on pend~ng before 
congress, to ~nfluence ~n any way the No 
outcome of a pol~t~cal elect~on ~n the 
Un~ted States, or for any publ~c~ty or 
propaganda purposes not author~zed by 
Congress? 

38 Mar~ne Insurance (FY 1991 
Appropr~at~ons Act Sec 563) W~ll any 
A I D contract and solic~tat~on, and 
subcontract entered ~nto under such 
contract, ~nclude a clause requ~r~ng that 
U S mar~ne ~nsurance compan~es have a Yes 
fa~r opportun~ty to b~d for mar~ne 
~nsurance when such ~nsurance ~s necessary 
or appropr~ate? 

39 Exchange for Proh~b~ted Act (FY 1991 
Appropr~at~ons Act Sec 569) W~ll any 
ass~stance be prov~ded to any fore~gn 
government (~nclud~ng any ~nstrumental~ty 
or agency thereof), fore~gn persor, or No 
Un~ted States person ~n exchange for that 
fore~gn government or person undertak~ng 
any act~on wh~ch ~s, ~f carr~ed out by the 
Un~ted states Government, a Un~ted States 
off~c~al or employee, expressly proh~b~ted 
by a prov~s~on of Un~ted States law? 

B CRITERIA APPLICABLE TO DEVELOPMENT 
ASSISTANCE ONLY 

1 Agr~cultural Exports (Bumpers 
Amendment) (FY 1991 Appropr~at~ons Act 
Sec 521(b), as ~nterpreted by conference 
report for or~g~nal enactment) If 
ass~stance ~s for agr~cultural development 
act~v~t~es (spec~fica11y, any test~n9 or 
breed~n9 feas~b~lity study, var~ety 
~mprovement or ~ntroduct~on, consultancy, 
publ~cat~on, conference, or tra~n~n9), are 
such act~v~t~es (1) specif~cally and 
pr~nc~pally des~gned to ~ncrease 
agr~cultural exports by the host country 
to a country other than the Un~ted States, 
where the export would lead to d~rect 
compet~t~on ~n that th~rd country w~th 
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exports of a similar commodity grown or 
produced in the Un~ted States, and can the 
act~v~t~es reasonably be expected to cause 
substant~al injury to U S exporters of a 
s~m~lar agricultural commodity, or (2) in 
support of research that is intended 
pr~arily to benef~t U S producers? 

2 T~ed A~d Cred~ts (FY 1991 
Appropr~at~ons Act, T~tle II, under 
head~ng "Econom1C Support Fund") W~ll DA 
funds be used for t~ed a~d cred~ts? 

3 Appropr~ate Technology (FAA Sec 107)' 
Is spec1al emphasis placed on use of 
appropr1ate technology (def1ned as 
relat~vely smaller, cost-sav1ng, labor­
us~ng technolog1es that are generally most 
appropr1ate for the small farms, small 
bus~nesses, and small 1ncomes of the 
poor)? 

4 Ind~genous Needs and Resources (FAA 
Sec 281(b» Descr1be extent to wh~ch 
the act~v~ty recogn1zes the part~cular 
needs, des~res, and capac~t1es of the 
people of the country, uti11zes the 
country's 1nte11ectual resources to 
encourage 1nst1tutional development, and 
supports C1V~C educat10n and tra1n~ng in 
sk1lls requ1red for effective 
part1c~pat10n 1n governmental and 
po11t1cal processes essent~al to self­
government 

5 Econom1C Development (FAA Sec 101(a» 
Does the act~v~t~l g1ve reasonable prom~se 
of contr~but~ng to the development of 
econom1C resources, or to the 1ncrease of 
product1ve capac1ties and self-susta1n1ng 
econom1C growth? 

6 Spec~al Development Emphases (FAA Secs 
102(b), 113, 281(1» Descr~be extent to 
wh~ch act1v1ty w1ll (a) effect1vely 
~nvolve the poor ~n development by 
extending access to economy at local 
level, ~ncreas1ng labor-intens1ve 
product10n and the use of appropr1ate 
technology, d1spers~ng ~nvestment from 
c1t1es to small towns and rural areas, and 
1nsur1ng w1de part1c~pation of the poor 1n 
the benef~ts of development on a susta1ned 
bas1s, uS1ng appropr~ate U S 
~nst1tut~ons, (b) encourage democrat1c 
pr~vate and local governmental 
~nst~tut1ons; (c) support the self-help 
efforts of developing countr1es, (d) 
promote the part~cipat10n of women in the 
nat10nal econom1es of develop1ng countr~es 
and the 1mprovement of women's status, and 
(e) utilize and encourage regional 

,. 
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cooperation by develop~ng countries 

7 Rec~p~ent Country Contribut~on (FAA 
Secs. 110, 124(d» Will the recip~ent 
country prov~de at least 25 percent of the 
costs of the program, proJect, or act~v~ty 
w~th respect to wh~ch the ass~stance ~s to 
be furn~shed (or ~s the latter cost­
shar~ng requ~rement be~ng wa~ved for a 
"relat~vely least developed" country)? 

8 Benef~t to Poor MaJor~ty (FAA Sec 
128(b»: If the act~v~ty attempts to 
~ncrease the ~nst~tut~onal capabil~t~es of 
pr4vate organ~zat~ons or the government of 
the country, or 4f ~t attempts to 
st 4mulate sC4ent~f~c and technolog4cal 
research, has 4t been des4gned and w4ll 4t 
be mon4tored to ensure that the ult4mate 
benef4c4ar4es are the poor ma)Or4ty? 

9 Abort40ns (FAA Sec 104(f), FY 1991 
Appropr4at40ns Act, T4tle II, under 
heading "Populat40n, DA," and Sec 535) 

a Are any of the funds to be used 
for the performance of abort40ns as a 
method of fam~ly plann~ng or to mot4vate 
or coerce any person to pract4ce 
abort40ns? 

b Are any of the funds to be used 
to pay for the performance of 4nvoluntary 
ster~1~zat40n as a method of fam4ly 
plann4ng or to coerce or provide any 
f4nanc~al 4ncent4ve to any person to 
undergo ster~14zat~ons? 

c Are any of the funds to be made 
ava4lable to any organ~zat40n or program 
wh4ch, as determ4ned by the Pres~dent, 
supports or part~c~pates ~n the management 
of a program of coercive abortion or 
~nvoluntary ster4l4zation? 

d W~ll funds be made ava4lable 
only to voluntary fam~ly plann4ng proJects 
wh~ch offer, e~ther d4rectly or through 
referral to, or ~nformat~on about access 
to, a broad ra~ge of fam4ly plann4ng 
methods and serV4ces? 

e In award4ng grants for natural 
fam4ly plann4ng, w4ll any appl4cant be 
d4SCr4m4nated aga4nst because of such 
applicant's re14g40us or conSC4ent40us 
comm4tment to offer only natural fam41y 
planning? 

f Are any of the funds to be used 
to pay for any b40medical research wh4ch 
relates, 4n whole or ~n part, to methods 
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of, or the performance of, abortions or 
~nvoluntary sterilizatlon as a means of 
fam~1y plann~nq? 

q Are any of the funds to be made 
ava~lable to any organ~zat~on ~f the 
Pres~dent certif~es that the use of these 
funds by such organ~zat~on would v~olate 
any of the above prov~s~ons related to 
abort~ons and ~nvoluntary ster~l~zat~on? 

10 Contract Awards (FAA Sec 601(e» 
W~ll the proJect ut~l~ze compet~t~ve 
select~on procedures for tne award~ng of 
contracts, except where appl~cable 
procurement rules allow otherw~se? 

11 D~sadvantaged Enterpr~ses (FY 1991 
Appropr~at~ons Act Sec 567) What 
port~on of the funds w~ll be ava~lable 
only for act1v1t~es of econom1cally and 
soc1ally d1sadvantaged enterpr1ses, 
h1stor~cal1y black colleges and 
un~vers1ties, colleges and un1vers1t1es 
hav1ng a student body ~n wh1ch more than 
40 percent of the students are H1span1c 
Amer1cans, and pr1vate and voluntary 
organ1zat~ons wh~ch are controlled by 
~nd1v1duals who are black Amer1cans, 
H~spanic Americans, or Nat1ve Amer1cans, 
or who are econom1cally or soc1ally 
d1sadvantaged (1nc1ud1ng women)? 

12 81010g1ca1 Dlvers~ty (FAA Sec 
119(g) W1l1 the ass~stance (a) support 
tra1n1ng and educat10n efforts wh1ch 
~mprove the capaclty of rec~p1ent 
countr~es to prevent loss of b~ological 
divers~ty, (b) be prov~ded under a 10ng­
term agreement 1n wh1ch the rec1p1ent 
country agrees to protect ecosystems or 
other wildl~fe hab1tats, (C) support 
efforts to ~dent~fy and survey ecosystems 
~n rec~p1ent countr~es worthy of 
protect~on, or (d) by any d1rect or 
1ndirect means s1gnif1cantly degrade 
national parks or s~m~1ar protected areas 
or ~ntroduce exot1c plants or an~ma1s ~nto 
such areas? 

13. Trop~cal Forests (FAA Sec 118, FY 
1991 Appropr1atlons Act Sec 533(c)-(e) & 
(g» 

a A I D Regulat~on 16 Does the 
ass1stance comply w~th the env1ronmental 
procedures set forth 1n A I D Regulat~on 
16? 

b Conservation Does the 
ass1stance place a h~gh pr~or~ty on 
conservat~on and susta1nable management of 

'. 
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trop~cal forests? Spec~fically, does the 
assLstance, to the fullest extent 

c. Forest degradation WLll 
assLstance be used for (1) the 
procurement or use of loggLng equLpment, 
unless an envLronmental assessment 
LndLcates that all tLmber harvest Lng 
operatLons Lnvolved wLll be conducted Ln 
an envLronmentally sound manner and that 
the proposed actLvLty WLll produce 
posLtLve economLC benefLts and sustaLnable 
forest management systems, (2) actLons 
whLch wLll sLgnLfLcantly degrade natLonal 

~ parks or sLmLlar protected areas whLch 
contaLn tropLcal forests, or Lntroduce 
exotLc plants or anLmals Lnto such areas, 
(3) actLvLtLes whLch would result Ln the 
converSLon of forest lands to the rear Lng 
of lLvestock, (4) the constructLon, 
upgradLng, or maLntenance of roads 
(LncludLng temporary haul roads for 
10ggLng or other extractLve LndustrLes) 
whLch pass through relatLvely undegraded 
forest lands, (5) the colonLzatLon of 
forest lands, or (6) the construct Lon of 
dams or other water control structures 
whLch flood relatLvely undegraded forest 
lands, unless wLth respect to each such 
actLvLty an environmental assessment 
LndLcates that the actLvLty WLll 
contrLbute sLgnLfLcantly and dLrectly to 
LmprOvLng the livelihood of the rural poor 
and wLll be conducted Ln an 
envLronmentally sound manner whLch 
supports sustaLnable development? 

d SustaLnable forestry If 
assLstance relates to tropLcal forests, 
wLll proJect assLst countrLes Ln 
developLng a systematLc analysLs of the 
approprLate ~se of theLr total tropLcal 
forest resources, wLth the goal of 
developLng a natLonal program for 
sustaLnable forestry? 

e EnVLronmental Lmpact statements 
WLll funds be made avaLlable Ln accordance 
wLth provLsLons of FAA SectLon 117(c) and 
applLcable A I J regulatLons requLrLng an 
envLronmental Lmpact statement for 
actLvLtLes sLgnLfLcantly affectLng the 
enVLronment? 

~ 14 Energy (FY 1991 ApproprLatLons Act 
• Sec 533(c) If assLstance relates to 

energy, wLll such assLstance focus on 
(a) end-use energy effLciency, least-cost 
energy plannLng, and renewable energy 
resources, and (b) the key countries where 
assLstance would have the greatest Lmpact 
on reducLng emLSSLons from greenhouse 
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gases? 

15 Sub-Saharan Afr~ca Ass~stance (FY 
1991 Appropr~at~ons Act Sec 562, adding a 
new FAA chapter 10 (FAA Sec 496» If 
ass~stance w~ll come from the Sub-Saharan 
Afr~ca DA account, ~s it (a) to be used 
to help the poor maJor~ty Ln Sub-Saharan 
AfrLca through a process of long-term 
development and econom~c growth that ~s 
equLtable, part~c~patory, env~ronmentally 
sustaLnable, and self-relLant, (b) to be 
used to promote susta~ned economic growth, 
encourage pr~vate sector development, 
promote ~ndiv~dual ~n~tiatives, and help 
to reduce the role of central governments 
Ln areas more approprLate for the prLvate 
sector, (C) beLng provLded Ln accordance 
wLth the polLcLes contaLned Ln FAA sect~on 
102, (d) beLng prov~ded Ln close 
consultat~on wLth Afr~can, UnLted States 
and other PVOs that have demonstrated 
effect~veness Ln the promot~on of local 
grassroots act~vLtLes on behalf of long­
term development in Sub-Saharan Afr~ca, 
(e) beLng used to promote reform of 
sectoral economLC polLc~es, to support the 
crLtLcal sector prLorLtLes of agr~cultural 
product Lon and natural resources, health, 
voluntary famLly plannLng serv~ces, 
educatLon, and income generatLng 
opportunLtLes, to brLng about approprLate 
sectoral restructurLng of the Sub-Saharan 
Afr~can economLes, to support reform ~n 
public admLnLstration and fLnances and to 
establLsh a favorable env~ronment for 
LndLvLdual enterpr~se and self-sustaLn~ng 
development, and to take Lnto account, Ln 
ass~sted policy reforms, the need to 
protect vulnerable groups, (f) beLng used 
to Lncrease agrLcultural productLon Ln 
ways that protect and restore the natural 
resource base, especLally food product Lon, 
to maLntaLn and improve basLc 
transportatLon and communLcatLon networks, 
to maLntaLn and restore the renewable 
natural resource base ~n ways that 
Lncrease agrLcultural productLon, to 
~prove health condLtLons w~th spec~al 
emphasLs on meet~ng the health needs of 
mothers and ch~ldren, Lncluding the 
establLshment of self-sustaLnLng pr~ary 
health care systems that gLve prLorLty to 
preventLve care, to prov~de Lncreased 
access to voluntary famLly plannLng 
servLces, to ~prove basLc lLteracy and 
mathemat~cs especially to those outsLde 
the formal educational system and to 
~prove pr~ary educatLon, and to develop 
Lncome-generating opportunLtLes for the 
unemployed and underemployed Ln urban and 
rural areas? 
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16 Debt -for-Nature Exchange (FAA Sec 
463) If project w~ll f~nance a debt-for­
nature exchange, descr~be how the exchange 
w~ll support protect~on of (a) the 
world's oceans and atmosphere, (b) an~mal 
and plant spec~es, and (c) parks and 
reserves, or describe how the exchange 
w~ll promote (d) natural resource 
management, (e) local conservat~on 
programs, (f) conservat~on tra~n~ng 
programs, (g) publ~c comm~tment to 
conservat~on, (h) land and ecosystem 
management, and (i) regenerat~ve 
approaches ~n farm~ng, forestry, f~sh~ng, 
and watershed management 

17 Ceobl~gat~on/Reobligat~on (FY 1991 
Appropr~at~ons Act Sec 515) If 
deobjreob author~ty ~s sought to be 
exerc~sed ~n the prov~s~on of DA 
ass~stance, are the funds be~ng obl~gated 
for the same general purpose, and for 
countr~es w~th~n the same reg~on as 
or~g~nally obl~gated, and have the House 
and Senate Appropr~at~ons Comm~ttees been 
properly not~f~ed? 

18 Loans 

a Repayment capac~ty (FAA Sec 
122(b» Informat~on and conclus~on on 
capac~ty of the country to repay the loan 
at a reasonable rate of lnterest 

b Long-range plans (FAA Sec 
122(b» Does the act1v~ty g~ve 
reasonable prom~se of ass~st~ng long-range 
plans and programs des~gned to develop 
econom~c resources and lncrease product~ve 
capac~tles? 

c Interest rate (FAA Sec 122(b»· 
If development loan ~s repayable 1n 
dollars, is ~nterest rate at least 2 
percent per annum dur~ng a grace period 
WhlCh ~s not to exceed ten years, and at 
least 3 percent per annum thereafter? 

d Exports to Un~ted States (FAA 
Sec 620(d» If assistance is for any 
productive enterprise wh~ch will compete 
w~th U S enterpr~ses, ~s there an 
agreement by the rec~p~ent country to 
prevent export to the USaf more than 20 
percent of the enterprlse's annual 
product~on durlng the life of the loan, or 
has the requ~rement to enter ~nto such an 
agreement been walved by the President 
because of a nat~onal secur~ty lnterest? 

19 Development object1ves (FAA Secs 
102(a), 111, 113, 281(a» Extent to 
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whic~ activ~ty will (1) effectively 
involve the poor Ln development, by 
expand Lng access to economy at local 
level, Lncreas~ng labor-lntensive 
product Lon and the use of appropriate 
technology, spread~ng investment out from 
c~t~es to small towns and rural areas, and 
insur~ng w~de part~c~patlon of the poor ~n 
the benef~ts of development on a susta~ned 
bas~s, us~ng the appropr~ate U S 
~nst~tutions, (2) help develop 
cooperat~ves, espec~ally by techn~cal 
ass~stance, to ass~st rural and urban poor 
to help themselves toward better life, and 
otherw~se encourage democratic pr~vate and 
local governmental ~nst~tutions, (3) 
support the self-help efforts of 
develop~ng countr~es, (4) promote the 
part~c~pat~on of women ~n the nat~onal 
econom~es of developLng countr~es and the 
Lmprovement of women's status, and (5) 
utLl~ze and encourage reglonal cooperatLon 
by developLng countrLes? 

20 Agr~culture, Rural Development and 
NutrLtLon, and AgrLcultural Research (FAA 
Secs 103 and 103A). 

a Rural poor and small farmers 
If asslstance ~s be Lng made available for 
agrLculture, rural development or 
nutrLtLon, descrLbe extent to which 
activ~ty LS specifically des~gned to 
Lncrease productivLty and Lncome of rural 
poor, or Lf assistance is being made 
ava~lable for agrLcultural research, has 
account been taken of the needs of small 
farmers, and extens~ve use of field 
test Lng to adapt basLc research to local 
cond~tLons shall be made 

b Nutr~tLon DescrLbe extent to 
which assLstance is used ln coordinatLon 
wLth efforts carrLed out under FAA Sect Lon 
104 (Populat~on and Health) to help 
Lmprove nutrLtion of the people of 
developLng countries through encouragement 
of ~ncreased production of crops wLth 
greater nutrit~onal value, improvement of 
plann~ng, research, and education with 
respect to nutrLtLon, partLcularly wLth 
reference to ~provement and expanded use 
to ~ndigenously produced foodstuffs, and 
the undertaking of pilot or demonstratLon 
programs explicitly address~ng the problem 
of malnutrition of poor and vulnerable 
people 

c Food secur~ty DescrLbe extent 
to wh~ch act~v~ty ~ncreases nat~onal food 
securLty by improvLng 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, bu~lding 
nat~onal food reserves, expanding 
ava~lable storage facil~ties, reducing 
post harvest food losses, and improving 
food d~str~but~on 

21 population and Health (FAA Secs 
104(b) and (C» If ass~stance is be~ng 
made ava~lable for population or health 
act~v~t~es, descr~be extent to which 
act~v~ty emphas~zes low-cost, integrated 
del~very systems for health, nutrition and 
fam~ly plann~ng for the poorest people, 
w~th part~cular attent~on to the needs of 
mothers and young children, us~ng 
paramed~cal and auxiliary med~cal 
personnel, cl~n~cs and health posts, 
commercLal distr1but~on systems, and other 
modes of commun1ty outreach 

22 Educat~on and Human Resources 
Development (FAA Sec lOS) If assLstance 
~s be~ng made ava~lable for educatLon, 
publ1c adrn1n~strat~on, or human resource 
development, descr~be (a) extent to whLch 
act~v~ty strengthens nonformal educat~on, 
makes formal educat~on more relevant, 
especially for rural families and urban 
poor, and strengthens management 
capab~l1ty of 1nst1tut10ns enabl1ng the 
poor to part1c1pate ~n development, and 
(b) extent to wh1ch ass1stance provides 
advanced education and tra1n1ng of people 
of develop1ng countr~es ~n such 
d~sc1plines as are re~~red for plann1ng 
and ~mplementatLon of publ1c and private 
development act1v~t1es. 

23 Energy, Pr1vate Voluntary 
Organ~zat10ns, and Selected Development 
Act~v1t1es (FAA Sec 106) If ass1stance 
1S be1ng made ava1lable for energy, 
prLvate voluntary organizations, and 
selected development problems, descrLbe 
extent to wh1ch activ1ty is 

a concerned wLth date collect10n 
and analysis, the traLnLng of skL1led 
personnel, research on and development of 
sULtable energy sources, and pLlot 
proJects to test new methods of energy 
product10n, and faci11tat1ve of research 
on and development and use of small-scale, 
decentralLzed, renewable energy sources 
for rural areas, emphasizing development 
of energy resources wh1ch are 
envLronmentally acceptable and requLre 
m1nLmUm capLtal ~nvestment, 

b concerned with techn~cal 
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cooperation and development, especially 
with U S. private and voluntary, or 
reg10nal and international development, 
organizations, 

c research 1nto, and evaluation 
of, econom1C development processes and 
techn1ques, 

d reconstruction after natural or 
manmade d1saster and programs of disaster 
preparedness, 

e. for spec1al development 
problems, and to enable proper utilization 
of infrastructure and related proJects 
funded with earlier U S ass1stance, 

f. for urban development, 
espec1ally small, labor-1ntens1ve 
enterprises, market1ng systems for small 
producers, and f1nanc1al or other 
inst1tut10ns to help urban poor 
part1c1pate 1n econom1C and soc1al 
development. 

24 Sahel Development (FAA Secs 120-21) 
If ass1stance 1S be1ng made ava1lable for 
the Sahel reg1on, descr1be (a) extent to 
which there 1S 1nternational coord1nat1on 
in planning and implementat1on, 
partic1pation and support by African 
countr1es and organ1zations 1n determ1ning 
development pr10r1t1es, and a long-term, 
multidonor development plan which calls 
for equ1table burden-shar1ng w1th other 
donors, (b) whether a determ1nat1on has 
been made that the host government has an 
adequate system for account1ng for and 
controll1ng rece1pt and expenditure of 
proJects funds (dollars or local currency 
generated therefrom) 

C. CRITERIA APPLICABLE TO ECONOMIC 
SUPPORT FUNDS ONLY 

1 Economic and Pol1t1cal stabi11ty (FAA 
Sec. 531(a) W1ll th1s ass1stance promote 
economic and polit1cal stab11ity? To the 
max1mum extent feasible, 1S this 
ass1stance consistent w1th the pol1cy Yes 
d1rect10ns, purposes, and programs of Part 
I of the FAA? 

2 Military Purposes (FAA Sec 531(e» 
W1l1 this assistance be used for m1l1tary 
or paramilitary purposes? 

3. Commodity Grants/Separate Accounts No 
(FAA Sec 609) If commodit1es are to be 
granted so that sale proceeds will accrue 
to the recip1ent country, have Spec1al 
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Accou~t (counterpart) arrangements been N/A 
made? 

4 Generation and Use of Local CurrenCles 
(FAA Sec 531(d)) Wlll ESF funds made 
avallable for commodlty lmport programs or 
other program asslstance be used to 
generate local currenCles? If so, wlll at 
least 50 percent of such local currenCles No 
be avallable to support actlvltles 
conslstent wlth the Ob]ectlves of FAA 
sectlons 103 through 106? 

5. Cash Transfer Requlrements (FY 1991 
Y approprlatlons Act, Tltle II, under 

headlng "EconomlC Support Fund," and Sec 
S75(b)) If asslstance 1S ln the form of 
a cash transfer 

a. Separate account Are all such 
cash payments to be malntalned by the 
country ln a separate account and not to 
be commingled wlth any other funds? 

b. Local currenCles Wlll all 
local currenCles that may be generated 
with funds prov1ded as a cash transfer to 
such a country also be deposlted ln a 

N/A 

special account, and has A I.D entered N/A 
into an agreement wlth 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 responslbilitles of A I D 
and that government to monitor and account 
for deposlts and disbursements? 

c U S Government use of local 
currencies Will all such local 
currenCles also be used 1n accordance wlth 
FAA Sectlon 609, which requlres such local 
currenCles to be made avallable to the 
U S government as the U S determlnes N/A 
necessary for the requlrements of the U S 
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 FAA would themselves be avallable~ 

d Congressional notice Has 
Congress recelved prlor notificatlon 
providing ln detall how the funds will be 

# used, including the U S interests that 
will be served by the assistance, and, as 
approprlate, the economlC pollCY reforms 
that wlll be promoted by the cash transfer 
assistance? 

Yes 
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