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DDI : G/73/48 Rev. 1.

INDUSTRY COOPERATIVE PROGRAMME

FAOQ/INDU3TRY JOINT TASK FORCE ON PROTEIN FOOD DEVELCOPMENT

A PROFOSAL FOR A PROTEIN-RICH FOOD PROJECT

IN NIGERIA

SUMMARY

This document presents the case for a project designed to improve the
nutritional status of small children in Western Nigeria, to be undertaken by
the FAO/ICP Joint Task Force on Protein Food Development (JTF). The
project involves the conception, development, launch and distribution of one
or more protein-rich products for consumption by small children, with the
objective of eliminating malnutrition caused by a sub-standard diet.

The document presents a 3-phase strategy - concept, test and market
phases - designed to assess at each phase the risks of failing to achieve
the ultimate goal of the project, namely a measurable impact on the nutri-
tional status of the target consumer audience.

The first stage is the concept phase, the aim of which is to elicit
whether a viable and lasting impact on malnutrition can be made or not and,
if so, how. The concept phase will last 12 months at an estimated cost of
$LuU.UW, and it is proposed that the costs be sharec by FAO and JTF(iCF)
members. several ICP members are willing to meet their share of the
costs if the principle of shared costs is accepted.

If the concept phase identifies realistic prospects for making a success
ful and viable impact on the nutritional problems of Nigeria, the Nigerian
Government would be asked to accept the financial responsibilities for im-
plementing the programme, having recourse to FAO and to ICP members
for assistance as necessary.

Rome, September 1973
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A PROFOSAL FOR A PROTEIN-RICH FOOD
PROJECT IN NIGERIA

Ls EURPOSE

The purpose of this document is to present the case for the JTF's
intervention in the development of an effective programme to combat protein-
calorie malnutrition in Nigeria. The bases of this document are a short visit
which two JTF members made to Nigeria in March 1973; the considerable
knowledge of the situation available in FAQ itself; and published, especially
Government, sources.

Beginning with both an assessment of Nigeria's present nutritional
position and a measure of the need for action, the document proposes the
ultimate goal of the project, and describes its general features. A 3-phase
strategy to achieve the goal is discussed, starting with a one-year concept-
testing phase to check whether a viable project could be mounted at all.
Attention is given to questions of organization and who will be responsible
for doing what.

2. INTRODUCTION

Few subjects have attracted so much comment and analysis as has the
problem of protein-calorie malnutrition (PCM). Current thinking on PCM is,
broadly, that its causes are not so much a world shortage of proteins but
rather that the available supply is unevenly distributed not only among the
various groups but also within individual families; and that the actual and
potential shortage of calories, especially among certain groups, is probably
a more serious cause of PCM than any shortage of proteins. While an assess~
ment of the protein-calorie supply position needs to be more detailed to be
complete and objective, contemporary analysis holds firstly, that the PCM
problem is as much a calorie deficiency as a protein shortage and secondly,
that the problem is only severe in certain vulnerable groups such as wean-
lings, young children, and pregnant and lactating women. Moreover, the
dietary habits of these vulnerable groups are also the result of a complex
set of economie and social factors, many of them only indirectly connected
with food and nutrition.

The objective of the FAQO/ICP Joint Task Force on Protein Food
Development is '"... the establishment of viable protein food industries
in developing countries''(1). Perhaps the key word in this statement of
its objective is 'viable' and it therefore needs explanation. Firstly, 'viable'
has the nutritional meaning of improving the nutritional status of a developing
country's population. This impact is specifically aimed at those groups
whose need for nutritional help is generally felt to be greatest. Secondly,'viable!
has the more conventional meaning of the project itself bearing its

(1) Source: DDI : 2(/73/9 p. 4



own costs over time. However, it does not necessarily extend to the
need for an economic profit in the ordinary sense, since the profit in
such an activity is considered to be partly a social, or indirect, profit(1).

Formed in October 1972, the JTF undertook in early 1973 a survey
of ICP members to determine which countries were of greatest mutual
interest for JTF activity. The final selection of countries was Kenya,
Malaysia, Nigeria and Peru. It was felt that these countries offered both
the need and the scope for intervention by the JTF and, having examined
the nutritional, economic, social and political background of each country
from available published sources, the JTF approved preliminary visits
to each of the four countries to check the desk information (2) and to sound
out Government thinking on the relevance of the JTF's objectives to their
present nutritional situation. The following is an assessment of the present
situation, and of the need for action, in Nigeria.

3. NIGERIA

3.1 The present nutritional situation

There is a tendency for Nigeria's increasing economic prosperity,
following the end of the Civil War in 1970, to conceal the scope and nature
of some of its more intractable social and economic problems. Without
doubt, one of its severest social problems is the relatively widespread
incidence of protein-calorie malnutrition "... on the medical side, the
evidence of protein-calorie malnutrition is strong in many areas of the
country. This includes a large number of children, 1-4 years of age,
suffering from severe cases of protein-calorie malnutrition and the
mortality rate among children aged 1-4 years may be as high as 50% in
most parts of the country, and as many as 12% of these deaths can be
attributed to various forms of malnutrition'(3). If the children displaving
not—so-severe cases of malnutrition are added to those who do, the total
number of children in need of help is considerable.

It is fairly easy to establish the definite need for action against PCM
armong small children. However, it is not so easy to quantify by how much
their nutritional status must be improved in order to redress the present
situation, because the data available on current mean daily intakes of
calories, proteins and nutrients by children aged 13-60 months are inadequate
for this analysis. Nevertheless, it is possible to gain a measure of the
problem's magnitude and to specify fairly precisely what the mean daily
requirements for this age group ought to be.

A striking feature of the information available on the nutritional
status of Nigeria as a whole is that, in common with many developing countries,
the average Nigerian's diet is more deficient in its calorie than in its protein
intake. The realization of this fact has led to a change in contemporary
thinking on nutrition of fundamental importance to programmes aimed to

(1) For a commercial concern the public relations and security 'profits!
might well compensate for any lack of economic profits, at least in the
short-term.

(2) Appendix II: Country Intelligence Dossier, Nigeria.

(3) A Quantitative Analysis of Food Requirements Supplies and Demands
in Nigeria, 1968-85, p. 2.
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combat PCM. Nigeria is a typical case-in-point. The mean daily require-
ments of calories and proteins for a moderately active adult are about

2,400 Kcal. and 53 g. respectively(1). But, in Nigeria as a whole, the
mean daily intake per inhabitant is about 2,200 Kcal. and 59 g. protein
(total), clearly showing the relative deficiency of calories. However,
caution is necessary in drawing conclusions from this data because firstly,
the use of averages conceals the wide range of intake values between
different geographical areas, between different age and socio-economic
groups, and even within individual families; secondly, because the apparently
satisfactory average protein intake is a function of the food composition of
the traditional Nigerian diet; and thirdly, because in practice it is difficult
to measure nutrition deficiency precisely, because food requirements change
continuously anc the built-in safety margins in the standards are cebatable.

The unfortunate, but underst andable, use of the arithmetic mean as a
socio-economic parameter (in nutrition analysis, for example) conceals the
true distribution function of calorie and protein intakes. It is precisely the
uneven, or skewed, distribution(2) of intakes that illustrates the problem at
issue: a very large number of people, constituting a substantial proportion
of the total population, whose daily intake of calories and proteins is
inadequate to their needs. This is especially true of intakes of animal
proteins(3) which, owing to their high price and scarcity, are mainly
consumed by the affluent consumer groups.

The uneven distribution of food supplies is applicable to a large segment
of the population, but young children are subject to an additional and more
specific problem. In the Western State of Nigeria the average daily diet
contains about 1.8 kg. pf starchy roots, tubers and fruits which provide about
609 of the daily calorie and about 40% of the daily protein intakes. Studies
of food habits within individual families indicate that, if the diet of adult
members of the family is poor, then the diet of the children of the family is
even poorer in calories, proteins and nutrients(4). Not only is the sheer bulk
of the diet too great but also the children tend to be given the 'left-overs' or
the less beneficial of the two stewpots, rather than their share of such proteins
as are available.

The present situation in Western Nigeria, therefore, is that there is a
shortage of calories, and to a lesser extent of proteins, among a substantial
proportion of the population. This shortage is particularly acute among small
children owing to the sheer bulk of the traditional Nigerian diet and owing to the
scarcity of animal proteins "'... there is a wide measure of agreement that the
widespread incidence of protein deficiency in the developing countries today
is mostly the result of an inadequate quantity of food and the critical factor is
the calorie intake and not protein'(5).

(1) Op.Cit.p.19: "Only about 15 g. protein and 135 Kcal. were contributed by
animal products, although available food supply from animal products may
have been underestimated''.

(2) In statistical terms, the mode is probably the more significant parameter.

In socio-economic analysis, distribution functions are rarely Gaussian and
the mean therefore has only mathematical, and little analytical, value.

(3) Op.Cit.,p.23: "Only about 15 g. protein and 135 Iical. were contributed by animal
products, although available food supply from animal products may have been
underestimated''.

(4) "Unequal distribution of food within the household", FAO Nutrition Newsletter,
Vol. 10, No. 4. "

(5) Op. Cit., p. 24



S The need for action

This analysis of the present nutritional situation in Western Nigeria
not only identifies the nature of the nutritional problems of a fairly precise
consumer group, but also suggests what kind of action is needed to redress
the situation. '"The production o infants! and children's food locally should
be one of the nutritional goals' (1) and these foods should be formulated to
narrow the gap between the required and actual intake levels of children
aged 6-48 months but without aggravating the 'bulk problem'. An efficient
source of calories, proteins and nutrients is therefore needed. While FAO
suggests that food products of animal origin are most convenient additions
to poor protein diets, "... well-prepared protein-rich food mixtures from
good quality vegetable sources, and some legumes or pulses are also quite
effective''(2).

This analysis confirms the clear need for an efficient and palatable
source of calories, proteins and other nutrients for small children to be
added into the existing, traditional diet. However, this is at best a short-
term remedy to a much deeper problem, for one of the many basic causes
of PCM is exactly the traditional dietary habits of the indigenous population.
It is frequently said that attempts to improve nutrition standards have failed
in the past because their success depended in part on fundamental changes
in feeding habits. This may be true, especially for processed products.
However, in Nigeria and in many other developing countries, the traditional
eating habits are precisely one of the major causes of malnutrition. In
MNigeria, so long as a large proportion of the population depend on starchy
yams and cassava for their food meals, there can be no real prospects of
improving nutritional standards. Indeed, in Western Nigeria there has been
a steady trend from yams, with their 3 1/2% protein content, to cassava with
its even lower level of about 1-2% . However difficult it may be to change
feeding habits, there must be a shift in feeding habits towards the consumption
of more nutritious cereals and of animal products, since this is the only
effective long-term solution to PCM, especially among the more vulnerable
groups. Moreover, introducing an efficient protein supplement to increase
substantially the daily intakes of proteins, calories and nutrients inevitably
involves a change in traditional habits, however small, and is therefore a
threat to its successful acceptance. The present nutritional status of Nigeria
calls for action but this action presupposes a change in consumer behaviour,
and successfully changing consumer behaviour is a matter of skilful marketing
and promotion techniques and of ingenious product development.

"Well-prepared protein food mixtures', however, are by no means
the only solution to PCM in Nigeria. Not only is PCM an unfavourable factor
in a general strategy for development, but it is also a problem which can be
tackled from many different angles. The socio-economic prospects for
Nigeria to 1985 are such that, to combat PCM, recourse will have to be made
to several different solutions. These cover fields such as agricultural
production(3) and development, public health, education and social infra-
structure improvements. The prospects of an average population growth of

(1) Op. cit., p. 23

(2) Op. cit. and FAO "Protein Requirements, Nutrition Meeting Report,
Ser, (37) 1965, p. 71

(3) For example, enriched cereals hold out considerable promise. Experience
in rural Brazil shows that it is impractical to switch consumers from
cassava to other cereals, largely for reasons of taste preference. A
possible answer to this situation, therefore, is the enrichment of cassava
to correct its poor and unbalanced amino-acid content. This approach,
if successful, has the advantage of avoiding the considerable costs and
increa sed risks of introducing a new product involving, as it does, changes
in consumer behaviour.



over 3% per annum to 1985, together with the inevitable migration to the

already crowded urban areas, seem to emphasize vividly the need for action

to combat PCM. Processed products have an undeniable part to play in this
laction', but it is only a part of the total programme needed to narrow the

gap between Nigeria's future nutritional requirements and its present nutritional
status.

il The Nigerian authorities: their rdle

During the JTF's preliminary visit to Nigeria in March 1973, meetings
were held with officials in the Federal Government, in international organizations
and in the University of Ibadan. The meetings included a discussion with the
Permanent Secretary, Chief Medical Adviser and Nutrition Adviser to the
Federal Commissioner of Health. This Ministry, in common with the Ministries
of Agriculture and Industry, expressed interest in the general objectives of the
JTF and agreed to cooperate to the best of its ability in any realistic proposals
to combat malnutrition. Of the international organizations, officers of FAO,
UNICEF and WHO all expressed their interest, and UNICEF's terms of reference
include their participation in weaning food and school-feeding programmes. The
Protein Advisory Group of the United Nations has frequently published recommen-
dations for the promotion of protein-rich foods (see Appendix IV, p. 35). The
World Bank has also taken steps to be in a position to s%ppor-t developing countries
in their efforts to combat PCM. (SeeAppendix V, p. 36).

It is safe to assume, therefore, the collaboration and cooperation of the
Federal Government, even though improved nutrition is not a priority national
development target. In commeon with many developing countries Nigeria's
development targets are concerned with the more direct and visible social and
economic problems - agriculture, employment, industrial development and
general reconstruction after the Civil War. The State Governments have not
yet been contacted and we do not know what their views on the JTF's approach
are, and they would have to be clarified at the appropriate time. In addition,
the Federal responsibility for improved nutrition is spread over several
ministries, so there is a need to ensure that adequate coordinating machinery
exists to safeguard the various ministries' interests.

Much is already known about the symptoms and causes of malnutrition
among small children in Nigeria, and there exists in Nigeria not only a
considerable body of knowledge and experience but also the practical results
of the work of Dr. Akinrele at the Federal Institute of Industrial Research,
Oshodi (FIIR). The Project would be designed to build on these existing
strengths the expertise and resources of industry allied to the cooperation
of the Federal and States Government and of the international organizations.
The project would therefore rely heavily on the experience and commit-
ment of those people in Nigeria, like Drs. Akinrele(1) and Omololu(2), who
have been engaged in the problem of malnutrition in Nigeria for many years.

As industry's partner in the JTF, FAQ is willing to provide its know-
ledge of malnutrition in developing countries and qualified members of the
Food Folicy and Nutrition Division to help with the formulation and imple-
mentation of an agreed project. Members of the Industry Cooperative

(1) Director, FIIR
(2) Director of Nutrition, University of Ife.
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Programme are also willing to consider realistic proposals to prove that
the essential purpose of the JTF can be fulfilled , and among the more
prominent JTF members are CPC International, Nestlé, Ralston Purina
and Unilever.

Sk Definition of the Project and the Ultimate Goal

Based on the information in section 3.1, the project under consideration
is the production and marketing of infants' and children's foods in Western
Nigeria (1) - the former Western Region and the Lagos Federal Territory of
Nigeria. This involves the local formulation, trial, production, sale, distri-
bution and consumption of nutritionally balanced food products, aimed at
children aged:

(a) 13 - 2 moths (infants)
(b) 25 - 48 months (young children)
(c) 49 months and over (pre-school children)

The target age groups are carefully chosen to exclude unweaned
children. Breast-feeding is widespread in Nigeria and encouraged by the
medical authorities, and products formulated to replace breast milk are
not under consideration. The nutritionally balanced food products are aimed
at weanlings and srnall children (see Appendix IV, p. 35).

The ultimate goal of the project is:

(i) to eliminate, by 1985, those symptoms of malnutrition in young
children in the above groups which are largely due to sub-
standard infants' and children's foods;

(ii) to have, by 1985, 50% of children in the above groups in Western
Nigeria regularly consuming the product(s) of the project.

In quantitative terms relating to food intake levels, the ultimate goal
" of the project is to ensure that the approximately 3 mil lion children aged
13 - 48 months estimated to be living in Western Nigeria by 1985 will have
mean daily allowances of:

Table I: Energyvy and Protein Requirements

ntakes
Age K Calories Proteins(*) | Other Nutrients
13-36 months 1.360 16 A ired
37-48 months 1.830 20 shbes i

Source: Ener‘}:;y and Protein requirements: Report of a joint 'ad hoc!
FAQO/WHO Expert Committee, 1973, Tables 8 and 25.

*# Score 70 is used. The score is the ratio of the limiting amino-
acid in the test protein to the limiting amino-acid in a reference
protein pattern, multiplied by 100. '

(1) See map, Appendix I
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4. STRATEGIC PLAN AND RESOURCE REQUIREMENTS

The strategy for achieving the ultimate goal has three main phases:
the concept phase, the test phase and the market phase. The purpose of
each phase is to ensure that the risks of progressing to each phase are
assessed before new commitments are made.

Two major target market segments are foreseen: the institutional
feeding market and the conventional consumer market. The institutional
market may prove to be the most effective trial ground for the project since
substantial numbers of consumers can be reached efficiently and the impact
of the product(s) easily assessed. To achieve this entrée, the cooperation
of the Federal and States Governments, the medical authorities and of the
international organizations is needed. The consumer, or retail, market
is the second target group but is the true test of the mass appeal of the
product(s). To achieve this appeal and to have the required impact on the
nutritional status of the consumer audience, the project needs the support
of the medical authorities as well as product(s) formulated and presented
in a way that people want to buy and eat them. That is, the project is
concerned with the food as well as with the medicine business.

If the ultimate goals of the project, as stated in the previous section,
are realistic, the basic target consumer audience of the project are the 3
million children aged 13-48 months who are forecast to be living in Western
Nigeria in 1985. The purchasing audiences for this target consumer group
are 500-600 thousand mothers of the children aged 13-48 months on the one
hand and the authorities in charge of institutional catering for children of
school age on the other. Above all, the primary consumer target is the
large proportion of children who constitute the more vulnerable groups:
that is, those who would have a slender chance of an improved diet if the
project was not launched. These are the 1 1/2 million children referred
to in (ii) above.

The strategic plan is an outline of how the project, as described in
Chapter 3 , might be managed in order to ensure that the ultimate goal of
the project is achieved. The strategic plan presented here is only one of
several alternative strategies to reach this goal, but there is one aspect
of it which should be emphasized. Experience shows that it is difficult to
make the necessary nutritional impact on the target consumer groups:
that is, the risk of failure is higher in this field than in many other more
conventional operations. It is therefore very important to phase the
project, in order to have as clear a measure as possile of the risks being
undertaken in decisions to proceed to successive phases of the project.

Since the strategic plan is an outline, the resource requirements
are necessarily an order of magnitude rather than a detailed and precise
inventory of 'how much! is needed to achieve the goal of the project.
Experience shows that protein-rich food undertakings are usually more
a test of marketing than of technical skills, and the nature of the resources
required reflects this experience. The actual figures suggested in this
paragraph are designed to answer the question "how much do we need to
spend in this phase to assess the risks of proceeding to the next phase 2'(1).

(1) This is often called the 'value of information' in decision-making
analysis. Projects to combat malnutrition in developing countries

?r-e cl)assic examples of 'decision-making under (extreme) uncertainty!'
DMU),



The figures are thereiore very approximate and subject to wide inter~
pretation, and the choice of a single estimate for each activity is no
measure of accuracy: it is just simpler to assume variation on a:single
estimate than on spurious maxima and minima. Finally, the resources
required do not make any allowance for sales (or other) income from the
operation of the project. Such an allowance demands an estimate of selling
price, which is precisely one of the variables to be elicited by the consumer
research programme, and on which there should be no prior notions,

The project already possesses some laboratory and pilot-scale _
production facilities at the FIIR, In the last 10 years FIIR has developed
a balanced and nutritious version of 'ogi', which is a slightly fermented
maize meal widely eaten by people of all ages in Western Nigeria, and
especially by the young children of the Yoruba people(1). The purpose
of the project is to establish whether the market potential for such a product
concept exists and, if so, whether the various nutritional, technical and
commercial criteria of the project could be met. If the present pmoduct
concept is either not acceptable to the target consumer audience, or if a
new or different concept is preferred, then the purpose of the project is
to identify the optimum concept and formulate the appropriate product(s)
and marketing and commercial strategies to achieve the ultimate goal of
the project. The project cannot, therefore, start from scratch because
so much work has already been done. On the other hand, no irreversible
decisions have yet been taken and there is ample scope to devise that
product concept, operating strategy and marketing platform which will
make the greatest impact on improving the nutritional status of the target
consumer population.

T | 'The Concept FPhase

The main purpose of this phase is to enable JTF members to
know whether there is scope for a viable protein food development
programme in Nigeria or not. The findings of the Concept phase would
also include results of some panel or sample tests of specific product
concepts or propositions, designed to measure their consumer acceptance
and their nutritional impact.

The research during the concept phase will seek to answer the
following questions:

(a) what is the precise nature of the problem discussed in
the proposal ?

(b) what exactly should our objectives be?

(c) what concepts or propositions would meet these objectives ?

(d) what products/solutions would match those concepts/propositions?

(e) how would those tested products/solutions be organized to meet
the objectives?

(f) what would the.cost of such a programme be ?

(g) what criteria should be used to measure the project's nutritional
and economic impact, and how might this be done?

(1) For a full explanation of soy-ogi, including information on 600 consumer
tests conducted by Cadbury, Nigeria Ltd. see Appendix III.
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The principal stages of the concept phase will be:

1. Desk research into feeding habits, sociological characteristics,
family and child-care habits etc.

2. Research into:

- market size

- consumer groups

- institutional feeding market

- wholesale and retail distribution chain.

3. Research into:

- food and food purchasing habits

- attitudes to packaged foods

- attitudes to food promotion methods
- attitudes to advertising.

4. Research into nutrition needs.
5. .Concept and proposition testing.
6. Froduct research, development and testing.

It is important to stress that the concept phase does not include a full
product development programme but rather seeks to give early indications as
to the acceptability and nutritional impact of some product ideas and propo-
sitions. The physical form of these ideas will still be at a very early stage
of development. The market need and opportunity will, however, be clearly
identified: the viability and impact of the project will be examined in detail:
and the organization of the project will be an integral part of a total proposal
which would be made to the Nigerian Government for implementation.

A leading Nigerian research company will prepare during September
1973 a full brief covering the research programme, together with a budget
and time schedule. The duration of the research will be limited to 12 months
and the cost is estimated to be about $100.000.

452 The Test FPhase

The purpose of the test phase would be to assess, under controlled
test market conditions, the acceptability and nutritional impact of the
propositions and products developed during the concept phase. The test
would cover both the institutional feeding market and the normal retail
market. The test market phase is essential in order to control the degree
of business risk in the decision to implement the recommendations of the
concept phase, and it enables control groups to be selected in order to
measure the impact of the test programme.

The test market could be planned for Lagos or Ibadan, since both
markets have the scope for effective marketing and promotion campaigns and
are large enough to give realistic test readings. The major steps necessary
to mount this test market are:
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(i) Product development programme continued;

(ii) A test marketing campaign to include packaging, publicity,
sampling etec.

(iii) A selling and distribution system, together with alternative
organization plans for the management of the test and market
phases;

(iv) A pilot production plant, including packaging and storage
facilities;

(v) A financial plan, covering pricing, costs and allocated
overheads, and alternative methods of financing the market
phase;

(vi) A research plan to assess the nutritional impact, penetration
levels, consumer reactions, attitudes to publicity ete.

The resources required for such a test phase are necessarily approximate
until the concept phase has been carried. The following is a working hypothesis
with a view to finding an 'order of mangitude' to the resources required.

The test market could be aimed at the 100.000 or so small children aged
13-48 months in Ibadan. The test would aim at the following penetration levels,
after 2 years' operation:

20% of target audience consume 60g/day (regular consumers)

50% of target audience consume 20g/day (irregular consumers)

30% do not consume the product(s) (non-consumers).

(Clearly the project does not aim to have non-consumers but in practice
they will be almost certainly a substantial proportion of the total audience).

On these assumptions the daily consumption of the product(s) is about
2.2 tons, or about 750tons/year, and the total resources requirement ignoring
any sales income, subsidies, tax allowances etc. are as follows:

The test phase would take about 24 months and the major resources
required, excluding investments in land and/or buildings and non-cash items
such as depreciation, are estimated to be:
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Table 1I: Test phase: resource requirement

A.. Fixed Assets*

1. Machinery and equipment (possible additions to FIIR
installation) $ 50,000
2. 3 vehicles for demonstration and delivery, and one

pickup $ 25,000
Sub-total $ 75,000

%  Excludes any tax credits, allowances etc.

B. Current Assets (gross, i.e. excluding creditors)

1. Raw materialsie $225,000
2. Packaging materials $ 50,000
3. Supplies $ 25,000

Sub-total $300,000

.

<% Assumes 1000 tons of product manufactured during 24-month period
at a average raw material cost of $ 150/ton.

C. Operating Expenses

1. 3-man management team comprised of marketing,

processing and nutritional specialists $ 120,000

2. 20 staff, excluding management team $ 40,000
3. Advertising and promotion $ 50,000
4. Market research $ 10,000
5. Manufacturing expenses $ 5,000
6. Distribution costs $ 10,000
7. Development expenses $ 5,000
8. Contingencies $ 10,000
Sub-total $ 250,000

TOTAL RESOURCES REQUIRED $625,000

As an illustration of how the test market might function in practice and of
how the resources for it might be made available, there follows a brief
description of the Egyptian Government's scheme for Supramine* which is
being arranged with help from UNICEF, FAO, WIO, and WFP,



UNICEF AIDS NEW HIGH -

A new Egyptian infant-food plant - a joint
effort of the Government of Egypt, the United
Nations Children's Fund (UNICEF), the Food
and Agriculture Organization (FAQO), the
World Health Organization (WHQO) and the
World Food Programme (WFP) - was formally
inaugurated on 17 March in Cairo,

The production of 1,000 metric tons of
Supramine® per year, an infant weaning food
with 20 per cent protein content, sufficient to
feed 50,000 babies for 8 months, is the goal
of the new plant.

The Supramine plant has been built by the
Nile Pharmaceutical Company, a government-
owned corporation who will manage and
operate it. UNICEF has equipped the plant at
a cost of $US 445, 000 with milling, mixing,
filling and packaging equipment, spare parts,
in addition to the main production line. The
Fund has also provided an initial supply of
vitamins, enzymes and food flavourings.

The two main components of the food mixture -

4.3 The Market Phase
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Source: PAG Bulletin, Vol, III, No. 2

PROTEIN INFANT FOOD PROJECT IN CAIRO

hard wheat flour and dried skim milk - are
being provided by the WFP, Over the next
five yearas, WFP will provide foodstuffs,
estimated to cost $US 1, 003, 000, The other
three raw materials used in the mixture -
chickpeas, lentils and sugar - are being
supplied by the Egyptian Government from
locally available stocks.

Through government health centres the food
will be distributed free to mothers, It will
also be sold in 300 gm, packages (a five days'
supply) for 10 piastres (22 US cents) through
government-run pharmacies, thus making
available for the first time at a reasonable
cost a nutritionally-sound weaning food.

Supramine has been tested and modified to
make its texture, colour and flavour acceptable
to Egyptian mothers and infants. Using film-
strips, posters and leaflets designed with FAO
collaboration, a national campaign - also using
radio and television - is promoting the new
food's use,

Exgra.ct from UN Press Release March 1973.

The purpose of this phase is to market the product(s) throughout Western

liigeria.

This implies a large~scale marketing, distribution and production

operation, involving significant investments in fixed and working capital and
the hiring of a substantial number of employees in the project.

The results of the market phase would be compared with the standards
set in the ultimate goal, and the decision to continue with the market phase or

not would be taken after an agreed interval, say 2 years.

phase.

This would be a trial

The resources likely to be required for this phase are a pure guesstimate,
say $ 1 m/year (gross) over a 7-year period. However, for the decision to
initiate the market phase to be taken, the project would be expected to break-
even in the 5th-10th years after the beginning of the test phase.

e
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The most delicate aspect of applied nutrition projects such as this is

their profitability - social and economic.

CGovernments and other non-

commercial organizations question their social, or macroeconomic, value
and point to experiences where the cost/benefit ratio proved adverse.
Business organizations not only question the social value of nutrition projscts
but also demonstrate their low, or often negative, profitability. For them
the low profitability is not balanced by the 'social, or indirect profits'
mentioned in Section 2.

The basic premise of this paper is that the tripartite collaboration
between Government, the UN System and industry greatly increases the
chances for a lasting and viable impact on nutrition problems, such as those
prevalent in Nigeria. While believing this to be a realistic prospect, we
doubt that nutrition programmes destined for the vulnerable groups can be
commercially profitable according to modern capital investment appraisal
criteria. We do believe, however, that such a project as the one described
here can at least recuperate the cash outflows, if the normal time horizon

is extended to, say, 10 years.

are as follows:

Table I1I: Cash Flow Guesstimate (& '000)

The cash flows of the project outlined above

Fhase Concept Test Market

Trial Operations
Months 012 13 .36 37 - 60 61 = 120
Cash out 100 625 2.000 5.000
Cash in - 325% 1.000% 6. 4005
Balance (100) (400) (1.400) =

S
e

amount to approximately half cash outflows.

Assumption that in test phases sales income subsidies etc. will

¢ Assumption that cashoutflows in operations phase plus negative
cash balance at end of trial phase would be recovered in the
operations phase.

The above cash flow statement would meet the minimum investment
criterion proposed in this paper: that is, the payback criterion of all the out-
flows being recovered during the life of the project. Such a criterion does not
satisfy the more modern criteria used in capital investment appraisals by
business and financial institutions, and the discounted rate of return of the
figures above is inevitably negative, although there is a hint that it would be
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- positive if the time horizon was extended. The difficulty is that, with nutrition
projects expecially, the uncertainty increases greatly the longer the horizon is.

The payback. criterion is deficient in that it disregards the time value
of an investment. In the case of projects such as nutrition programmes, there
are grounds for suggesting that the time value of the investment is exactly the
social benefit of a lasting impact on a country's nutritional status. Payback
seems a satisfactory investment criterion, when it is essential that the
investment only must be recovered and the 'profit' is some non-financial,
but no less important, factor.

5. ORGANIZATION and RESPONSIBILITIES

One of the JTF's broad aims is to demonstrate by means of a viable
programme of action that an impact on malnutrition can be made more effectively
through the tripartite collaboration of Government, the UN System and industry
than when each attempts to do so on its own. It follows, therefore, that reaching
the ultimate goal proposed for Nigeria depends to a great extent on the willing
cooperation of the Federal and State Governments, of the medical authorities,
of international agencies and of industry itself. While this spirit of cooperation
is indispensable and a unique feature of the proposal, the importance of designating
specific responsibilities, and of the organization to discharge them , is vital.

The responsibilities to be borne in progressing this proposal through its
various stages of achievement include all those which are commonplace in what
is essentially a human undertaking. Responsibilities must be assigned for policy
direction, operations management, research and development, technology,
training and finance. The JTF is fortunate in that the needs of such a proposal,
and the responsibilities which they imply, can be shared but must not be confused.

The proposal is that the concept phase is the responsibility of the JTF -
that is, of the UN System and of ICP members. For the concept phase, the
JTF's responsibilities include the policy, operational and financial management
of the research and proposition-testing programme. It is proposed that FAO
and JTF members share the cost of the concept phase (about $100.000) and
jointly make recommendations to the Nigerian Federal Government based on
the research effort. Through FAO, the JTF has asked the Federal Government
to designate a senior official, perhaps a Minister, as the Government 'contact
point! during the concept phase, to whom the recommendations would be
delivered. (See Chart 1, p. 16).

The implementation phase, composed of the test and market phases,
would be the responsibility of the Federal, or State, Government. The
Government would be responsible for appointing members of a Board of
Trustees (or Governors or Directors) who would be responsible for the policy
guidance of the project, with particular emphasis on its social r8le. The
Board should be composed of a balanced number of senior people from
Government, the UN System and industry.

The Board would appoint a senior operations manager, preferably
a Nigerian citizen, who would be responsible for the management of the
project. As a guide to his authority, his time-span of responsibility (his
reporting horizon) would be a minimum of 3 months. He would appoint
members of his staff, seekingBoard approval where necessary.
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ICF would rstain its réle as a catalytic agent in the successful
implementation of the project. It would encourage member companies to
lend technical assistance - in marketing, R & D, production technology,
distribution and so forth - in answer to requests from the operating manager
or the Board. ICP's réle would be to ensure that all requests for assistance’
were seriously considered by the Government, by the UN or by industry.

As an example of assistance by industry, it is hoped that maby aspects of
the project, at least in the test phase, will be grafted onto existing local
organizations. Such aspects might, for instance, include sales,
distribution and quality control. (See Chart 2, p. 17.)
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Aggendi?_: 11

FAO/INDUSTRY JOINT TASK FORCE ON PROTEIN FOOD DEVELOPMENT

NIGERIA INTELLIGENCE DOSSIER

Population: In 1969 Nigeria's population was 64 million and, at an average
annual growth rate of 27%, will rise to 72 million in 1975. About 55% of
the population is aged under 20. There are about 180 different ethnic
groups in Nigeria of which three are politically significant: the Hausas in
the North (55% of total population), the Ibos in the East (25%) and the
Yorubas in the West (20%51. By 1975 about 25% of the population will be
urban-dwellers.

Geography: Situated on the West Coast of Africa facing southward on the
Gulf of )Euinea. Neighbouring States are Dahomey (West), Niger (North)
and Cameroon (East). Area: 573,88l sq. miles. Population density
157/sq.mile.

Climate: 2 broad zones. North: hot and dry savannah uplands area;

South: hot and wet tropical forest zone. In general, two seasons: monsoons
from April/May to November; dry from December/March. Average annual
rainfall in Lagos is 72"; in North 25-35""; virtually no rain from November/
March. Temperature: In coastal regions: day 85-90°F, night 65-70°F;
relative humidity 60-85% . In the North; March-May average temperature
over 1009F, December/January morning temperatures average 55°F,
relative humidity 15% (January) - 70% (August).

Lanquages: Official and commercial language is English. Principal news-
papers, radio, TV programmes almost wholly in English. Main Nigerian
languages: Hausa, Yoruba and Ibo. (There are over 200 indigenous
languages).

Religion: (1963 census) Moslem 47% chiefly in the Northern States,
Christians 37% mostly in the Eastern States: in Lagos and the Western
3tates population about equally divided between Moslem and Christian.

Education: About one third of all children enroll for primary and only 4%
for secondary education. There are marked regional differences and
enrolment rates in the North are below average. There are at present five
universities with nearly 8,000 students, 15,000 primary and 1,300 secondary
schools. There are ambitious plans to expand and improve educational
facilities, which have been rather neglected in past years. The shortage

of teachers and budgetary constraints are the major problems in avoiding

a drastic reduction in the teaching standards of an expanded system.
Industrial training is limited, and the Government has established an
Industrial Training Fund to finance appropriate activities.
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Government: In October 1954 federal system of government introduced
under British colonial administration. Full independence declared in
October 1960. In 1963, Nigeria became a federal republic within British
Commonwealth. In January 1966 Federal Military Government was
established with two principal executive bodies: The Supreme Military
Council and the Executive Council.

In May 1967 the Federal Military Government declared a 12-state
federal structure, but the secession of the former Eastern region
(self-styled Republic of Biafra) resulted in civil war which ended in
January 1970. The twelve states are: North Western, North Central ,
Kano, North Zastern, Benue-Plateau, Kwara, Lagos, Western, Mid-
Western, East-Central, South Eastern, Rivers.

General Gowon has announced that the Government will try to restore
Nigeria to civilian rule by 1976,

The Supreme Military Council, in which the Military Governors,
Armed 3Services Chiefs and the Federal Attorney General sit under the
Chairmanship of the Head of the Federal Military Government and the
Commander—in— Chief of the Armed Forces (General Gowon), decides
Federal development policy and its influence on the future of the economy.

To harmonize and coordinate economic policies and development, the
Joint Planning Board has been established, with the following membership:

1 Permanent Secretary, Fed. Ministry of Economic Development
and Reconstruction (Chairman)

2. Director, Central Planning Office
B Chief Statistician, Federal Office of Statistics
4, Director of Research, Central Bank of Nigeria

5 Director, Nigerian Institute of Jocial and Economic Research
and Permanent Secretary, Ministry of Zconomic Planning from
each State.

The Joint Planning Board is serviced by the Central Planning Office
of the Ministry of Economic Development and Reconstruction. The legal
system follows the pattern of English law.

Economy: There are three important characteristics of the Nigerian economy.
Firstly, the increasing importance of crude oil production. Currently, the
petroleum industry accounts for 10% of GNP and is expected to double its share
by 1980; 45 oilfields developed by 5 companies provided more than half
Government revenue in 1970. 3Secondly, since 1968 the balance of payments
has been favourable (largely due to oil exports) and outlook for continued
strength is good. Consequently, the public spending programme is not
threatened by foreign reserve problems which now stand at $260 million.
Thirdly, high inflation rates, especially for food, are proving to be a major
problem. Although thought to be slowing down, inflation rates in the major
cities have recently struck levels as high as 15% per year.
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Against this strong economic background, private investment has
accelerated. In 1970/1971 private investment amounted to about $750
million, and important new developments have begun in fertilizers,
oilseed processing, pharmaceuticals, textiles and rubber.

The Second Development Plan 1970-1974, published after the end
of the Civil War, stresses relief for war-damaged areas, the reconstruction
of the infra-structure, increased social services and manpower training.
The private sector will be open to wider foreign participation in joint
ventures with local private or government equity.

Total GNP in 1978 is forecast at about US $13 billion (constant
1970 prices) at an average annual growth rate of 7-8.5%. At this rate of
expansion real GNP/capita will rise from US $110 to US $160 in 1978.

Given certain political stability and the absence of any serious
unforeseen circumstances, the prospects for the Nigerian economy are very
favourable. In the longer term, current discussions give prospects for
the formation of a West African Economic Community.

Exports-Imports: Total exports in 1971 were $1.9 billion. At the end of
1971, Nigeria's gold and foreign reserves stood at US $ 262 million. The
overall balance of payments has been favourable since 1968 and the
reserves are expected to grow strongly in the 1970s as the revenues from
oil exports increase. Apart from oil, which accounts for over 80% of
total exports, major exports are cocoa, palm kernels, tin and groundnuts.,
Main imports come from UK, USA and Western Germany; major export
markets: UK, the Netherlands and USA. To help local industry compete
with imported products duty on some imported raw materials, and on

some manufactured and semi-finished goods, has been reduced by between
10 and 50%.

Banks: The country's issuing bank is the Central Bank, which controls
the money supply and Nigeria's foreign exchange transactions. Money
supply for 1971 is estimated at $1 billion. There are 13 registered
commercial banks, from which short-term credit is available, and among
the most important are Barelays and Standard., Commercial credit rates
for prime borrowers are about 7%/year.

For medium and long-term credit, the major source is the Nigerian
Industrial Development Bank, which has investment ventures with, among
others, Alcan, Dunlop and U.S. Plywood. Current rates for 6-18 year
loans are about 9% p.a., and loans are limited to developments in
manufacturing, mining and tourism, Lagos has a small but active stock
exchange.

As from 1 January 1973 Nigeria decimalized its currency:
1 Naira =100 kobos = U3 $1.52.

Labour: Total labour force in 1975 is estimated to rise to 24.9 million of
which 70% will be engaged in agriculture, forestry and fishing (40% women).
Total paid employment probably about 1 million. Estimated urban active
labour force about 5 million; rural labour forece 20 million. Widespread
under~employment or under-utilization of human resources exist in both
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rural and urban areas. Senior category (managerial/professional) man-
power estimated at about 50,000; intermediate category (secondary school
plus 2 years additional training) 150,000; skilled category (primary
education plus few years technical training) 300,000,

Communications: These are recognized as inadequate to the country's needs.
In 1966 there was 1 telephone/1,000 of the population - one of the world's
lowest ratios - a situation which still existed in 1969. US $ 150 million is
earmarked to improve communications during the period of the 2nd

National Development Plan (1970-1974).

Radio, Television, Press: All radio broadecasting organizations and
television services partially or fully owned by four statutory corporations
formed by the Federal or State Governments; Western Nigeria Broad-
casting Corporation, Nigerian Broadcasting Corporation, Broadcasting
Corporation of Northern Nigeria and Eastern Nigeria Broadcasting
Corporation. Two of the radio services and all the television services are
fully commercial.

About 25 daily newspapers, five with national coverage. There are
also 18 national and local weeklies including 2 national Sunday newspapers
and about 20 national women's and special interest magazines. Trade and
technical press very underdeveloped. Combined circulation of all estimated
at 1 million.

Railways: 2,178 route miles operated by Nigerian Railways Corporation.
The system is roughly H-shaped with main lines from Lagos and Port
Harcourt in South to Nguru and Maiduguri in the North.

Ports: The two principal ports, Lagos and Port Harcourt, handle about

% of imports and 80% of exports. Other major ports are Burutu, Calabar,
Dejemas, Koko, Sapele and Warri. There is also an important and much-
used system of natural waterways.

Airfields: The two international airports are Lagos and Kano. World
airlines fly regular international services to Nigeria. The national airline,
Nigeria Airways, has both internal and external services.

Nutrition and Health Status

The staple foods are cereals in the north, and starchy roots in the
south, Consumption of animal products (beef) is higher in the north, especially
among Moslems. Fresh fish, goat, sheep and pork are the commonest sources
of animal protein in the south. Green leaves, fruits and vegetables are
frequent diet supplements amamg the Ibos (East) and grain leqgumes among the
Yorubas (Western) communities. Grain legumes are eaten to a lesser degree
in the Tast and the North. An important development is the production of
gari from cassava. Dietary studies show generally unequal food distribution
in families to the detriment of children, especially in the Western region,
both in rural and urban areas.

Infant mortality is about 70/1000 live births,

It has been estimated that approximately 50% of the children born in
Nigeria die before reaching the age of five, Malnutrition and undernutrition
probably account for many of these deaths., Malaria, dysentery and
pneumonia are other important causes of high premature death rates.
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Among children, symptoms of malnutrition and avitaminosis are
common, especially in the South and in the urban areas. Inflation of food
prices is a serious constraint to the variety of foods consumed, and in the
cities supplies are erratic, Main problems are the low productivity of
Nigerian agriculture and the scarcity of animal proteins.

In the National Development Plan health services are recognized as
grossly inadequate. There is a great lack of trained staff (Doctor/population
ratio may be as low as 1:100,000) and hospitals are under-equipped and badly
managed. There is about 1 hospital bed per 1,800 inhabitants.

Total allocation to the Health Sector during the Plan period is
$160 million, chiefly for the expansion of teaching hospitals, the development
and reorganization of exist ing medical and health services, and the restoration
of facilities destroyed during the Civil War.

14. Food supplies

In the 60s the situation deteriorated. In 1970 the per capita daily
intake was estimated to be 2290 calories, some B0% of which were supplied
by cereals, starchy foods and sugars. Protein intake was 59,9 g/day;

8,4 g of which were from animal sources. In 1961-63, corresponding figures
were 2440 calories, 80%; 65,5 g and 9,6 g respectively,

15. Raw materials

Agriculture is still the keystone of the Nigerian economy with about

70% of the country's labour force employed in the sector, Its contribution
to the GNP is, however, declining (1960; 70%: 1966; 55%),

Until very recently, withthe spectacular rise of oil as the major foreign
exchange earner, agricultural produce and timber accounted for over 60% of
Nigeria's exports. Main agricultural exports are: decorticated groundnuts,
raw cocoa, palm kernels, palm vil, raw cotton and rubber. Production has
a regional concentration: groundnuts and cotton from the north, cocoa in the
west, rubber in the mid-west and palm kernels/oil in the east.

Produce grown for domestic consumption is about five times the
value exported and is mostly not marketed,

Food production is greatly diversified. Main food sources are yams,
cassava and eocoyams in the seuth; maize, guinea corn, rice, millet, cowpeas
and cattle in the north., Also grown are sorghum, soybeans, groundnuts, sesame,
bananas, and kola nuts,

Other than beef, animal food sources are mutton, goatmeat, pork,
poultry, milk and eggs.

Fisheries contribute little to national food supplies. Over 80% of
domestic demand is met by imports.

) Figures (many of which are FAQ estimates) for 1971 are (1,000 metric
tons):

Paddy rice, 550; sorghum, 3,500; millet, 2,800; corn, 1,220;
cowpeas, 700; cassava, 7,300; sweet potatoes and yams, 13, 500; soybeans, 33;
groundnuts in shell, 1,100; sesame seed 200; cottonseed 80; bananas and
plantains 1,750; kola nuts, 160; cane sugar, 240; meats, 87; milk, 407; eggs, 82,
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Only soybean and sesame seed show clear increases. Production of
both has almost doubled in the last five years,

Production of local food has been fairly static in recent years and
seems to have lagged behind the growth of incomes, and regional food
shortages have recently arisen.

Food Industry Infrastructure

Food crops are not controlled by the State Marketing Boards.

Food, drink and tobacco is the largest sector in manufacturing and
e mploys about 15,000 people. In 1971, average capacity utilization in five
food companies was about 80%. Most manufacturing concerns in Nigeria
are small-scale, although 30% of the firms employing 100 people or more
account for 85 % of total value added.

Total employment in manufacturing is about 100,000, Skilled labour
is scarce. In 1967 average monthly salaries were: unskilled labour $30;
skilled and semi-skilled $75; professional or managerial $250; and
expatriates $650,

Foreign-owned, especially British, companies dominate Nigerian
manufacturing industry. Although most industries are not very competitive,
profitability is high with prices firm and costs fairly low. Return on equity
frequently ranges from 25-35%/year.

Nigerian industrial infrastructure suffered a setback as a resut of the
Civil War. Present government plans aim to extend electricity supply to
rural areas. However, power consumption is still low at about 800 MW and
forecast for 1980 is 70 KwH/capita.

Income tax relief is available for up to five years if the company meets
criteria established by the Federal Executive Council concerning rate of
expansion, efficiency, local raw material utilization, training and development
of Nigerian personnel, the industry's relative importance, and other general
economic considerations. Ordinary rates of company profits tax is 45% on
profits of $15,000 or more.

Relief from import duties is available through the Industrial
Development (Import Duties Relief Act), 1957 which allows for refunds on
certain imported goods. Also, accelerated depreciation is admitted on
industrial plant and buildings (15% p.a.) and annual allowances of 10% are
also granted,

The Nigeria Government's policy is to attract foreign capital for
purposes consistent with national planning goals. However, the new incentives
give considerable scope for administrative discretion: while the
administration has been sound, some difficulties have arisen and appropriate
changes in some of the incentive devices can be expected.

Local Partners

Among possible local partners who have, or are planning to have,
operations in Nigeria are: UAC (Unilever), 7-Up, Pfizer (animal feeds),
Cadbury, Guinness, Forecast-Mc Kesson, Nestlé, No reliable data are
published concerning the existence of possible local Nigerian partners.
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Government Requlations and Attitudes

The main legislation affecting industrial incentives and Government
attitudes is Decree No. 22 of May 1971. The Decree distinguishes between
"indigenous" and "foreign controlled" companies, for purposes of classifica-
tion as a pioneer company. A pioneer company is a public company which has
been granted a pioneer certificate and is operating in a pioneer industry.

To qualify for pioneer status, foreign-controlled companies must have incurred
capital expenditure of about US$ 230,000 before start-up (about US$ 75,000
for indigenous-controlled companies).

Marketing opportunities

Reliable and ecoherent data on the Nigerian consumer goods market is
scarce but the signs are that it is rapidly growing from a relatively small
base. There are probably about 1 million families in the market for repeat-
purchase products and the majority live in the urban areas where paid
employment exists,

Consumer tastes and habits probably vary considerably by region and
the average diet is largely dictated by the crops available in each area. However,
the consumption characteristics of Nigerian families are changing rapidly
towards a more homogeneous diet with a higher proportion of Western food
items included,

The distribution network is almost certainly rather fragmented and
dominated by the large trading companies. About 20% of total food
consumption is handled by the retail trade. Transport and storage is rather
poor, especially in the rainy season. There are no laws controlling trade
and competition, although informal price maintenance exists.

It is doubtful that there exist adequate numbers of qualified or
trained staff for commercial employment. However, the recent growth of
local and foreign enterprise in all sectors indicates that with appropriate
training the required standards can quickly be attained.

Nigeria is one of the most attractive '""new!" markets in the developing
world, Competition, therefore, from both local and foreign companies in the
food and the non-food markets will be stiff. In the urban areas inflation is
high but this may act as a stimulus to increased activity as price and profit
levels become more attractive to enterprises based on higher levels of
technology.
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An assessment of the nutritive value of a maize-soya mixture,
*Soy-0gi’, as a weaning food in Nigeria

By I. A, AKINRELE anp CHARITY C. A. EDWARDS

Federal Institute of Industrial Research,
P.M.B. 1023, Ikeja, Lagos, Nigeria

(Received 4 August 1970 — Accepted 12 March 1971)

1. Sour maize pap fortified with soya (Soy-Ogi), developed at the Federal Institute of
Industrial Research, Oshodi, Nigeria has been evaluated chemically for its nutrient com-
position, biologically for protein quality and toxicity, and therapeutically on patients with
kwashiorkor. :

2. The indications are that it is a complete protein food suitable for feeding to children after
weaning, and it compares favourably and economically with milk foods,

3. 1t was successfully used to restore normal health to children suffering from kwashiorkor,

Kwashiorkor, a protein-deficiency syndrome, is a major debilitating disease of
children in many developing countries. Thhis is due largely to the low purchasing power
of the majority of the population which denies them access to adequate weaning foods,
In Nigeria, for example, Morley (1958) observed that one out of every five children
brought into the Wesley Guild Hospital, Ilesha (population 165822) was in this
condition, and he was seeing up to 300 cases of kwashiorkor in 1 year (Collis,
Dema & Omololu, 1962). Brock (1961) went further to suggest that for every
one case of kwashiorkor there were 100 cases of protein malnutrition in the
pre-kwashiorkor condition, The traditional weaning food used in this locality and by
over 10 million Yorubas living in the Western States of Nigeria is a maize prepara-
tion called ‘ogi’ (pap). Williams (1933) firsi reported the incidence of kwashiorkor
among children between the ages of 1 and 4 years in the Gold Coast, now known as
Ghana. In all the cases examined there was a history of deficient breast-feeding,
and the only supplementary food used was a similar preparation of maize called
‘akasa’. :

The traditional method of preparation of ogi consists of soaking maize grains in
cold water for 1-3 d, then wet-milling them with fresh water and sieving the slurry
through a screen mesh of about British sieve size no. 36. The liquor is finally left to
stand for another day or two at room temperature (about 30°), when it sediments and
turns sour. "The wet cake is usually boiled in water to give a gruel containing about
5 Y%, solids and used in this form for feeding infants. Akinrele (1966) found that the
biological quality of the protein of ogi is so poor that it does not support growth in rats,
but, when it is supplemented with heated full-fat soya in the proportions of 70 parts
of ogi to 30 parts of soya, the protein efficiency ratio (PER) increases threefold, making
the protein almost as good as casein. With the aim of bringing relief to Nigerian
children in particdlar, the Federal Institute of Industrial Research has developed a
process for the incorporation of full-fat soya flour into ogi and has given the name
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Soy-Ogi to the final product. It has been estimated (Akinrele, Adeyinka, Edwards,
Olatunji, Dina & Koleoso, 1970) that Soy-Ogi could be produced at one-third the
cost of the branded infant foods commercially available in Nigeria. Its palatability
has been tested extensively amongst children and their parents in urban as well as
rural areas. In a report prepared by Cadbury’s (Nigeria) Ltd (1969, private communi-
cation), based on 600 consumer tests, it was stated that ‘except for its unattractive
container, the baby food powder (Soy-Ogi) was preferred to the other products com-
pared, a commercial dried cow’s milk (Lactogen), a filled milk preparation (SMA)
and piam ogi in all other qualities’.

The aim of the investigation now described was to establish the efficacy of Soy«0g1
in preventing and curing protein malnutrition in Nigerian children,

a

EXPERIMENTAL
Chemical analyses

The nutrient composition of Soy-Ogi was determined by standard chemical methods
of food analysis. Moisture, ash, ether extractives, protein, fibre, linoleic acid, vitamins
C, A, riboflavin and thiamin were determined by the methods of the Association
of Official Agricultural Chemists (1g65). Calcium and phosphorus were deter-
mined by the Wisconsin Alumni Research Foundation by the method of Christensen,
Beckman & Birdsall (1968). The amino acid profile of Soy-Ogi protein after hydrolysis
with boiling HCl was obtained by single-column chromatography with the Technicon
system. Tryptophan was determined by the method of Miller (1967), cystine by
performic oxidation (Moore, 1963) and available lysine according to Carpenter (1960).

Biolagical evaluation

The protein qualities of Soy-Ogi, lactogen gnd casein were assessed biologically in
rats The following values were determined:

[food N —(faecal N —metabolic N)] x 100
food N ;

[food N —(faecal N —metabolic N)
— (urinary N —endogenous N)] x 100

i ke food N —(faecal N — metabolic N)

(Mitchell, 1924);

(1) Nitrogen digcstibility coefficient =

(3) Protein efficiency ratio (PER) = g weight gain /g protein intake (Osborne,
Mendel & Ferry, 1919);
25
(4) Corrected PER = eepatal Bk of sastin — % experimental PER of test diet;

biological value x digestibility coefficient
100, * '
(Platt, Miller & Payne, 1961).

(5) Net protein utilization (NPU) =
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2 . iy
(6) Corrected NPU = —— . 7 — x experimental NPU of test diet;
experimental NPU of casein

(7) Net dieta.ry protein calories %, = Pcal%, x NpU (operative)
(vppCal %) (Pellett, Kantarjian & Jamalian, 1969)

where Peal %, = — =" — -

ME = 0'95 GE—0-075 x % N (Miller & Payne, 1959),

percentage protein in the dict, ME is the metabolizable energy and GE the
gross energy (kealf100 g).

P

Il

'T'wenty male weanling albino rats, of weights ranging from 7oto 108 g, were allotted
to four groups according to a randomized block design, Each rat was caged in wire
sercen mesh, fitted with a container to receive the facces and urine separately, The
facees and urine were collected in 1%, (w/v) sulphuric and acetic acids respectively to
prevent loss of N. The compositions of the experimental diets are given in Table 1.

‘T'able 1. Composition (g) of experimental diets A-E

A B C D E
Casein Soy-Ogi Lactogen  Soy-Ogi Low-protein
Ingredient diet diet diet alone diet
Cassava starch 702 352 352 —_ 792
Cellulose 40 40 40 — 40
Maize oil 118 88 -— — 118
Salt mixture® 20 20 20 b 20
Yeast and other 20 20 20 20 20
vitamin supplementst
Protein source:
\Whole-ege powder — T - == 10
Casein 100 — — -
Lactogen s . . 568 —
Soy-Ogi — 480 — g8o —
Protein content (25) 10 10 10 20 F

* Flubbell, Mendel & Wakeman sale mixture (Hawk, Oser & Summerson, 19545).

I ENGEVITA Vitumin Dried Yeast (inactive) prepared by Koninklijke Nederlandsche Gist - &
Spiritus fabrick NV, Delft — Holland. 20 g mixed with 15 drops of Citradex manufactured by Glaxo
{Nig) Ltd to provide the vitamins required to meet the needs of a growing rat according to the National
Rescarch Council (1962). :

Dicts A, B and C each contained 10%, crude protein; diet D was left at 209, protein
to determine the net operative protein utilization of Soy-Ogi; the egg-protein diet E
contained 2%, protein. A weighed quantity of each experimental dict was made into
a paste with water and putin a wide-mouthed glass bottle fixed to the side of the cage
"The food was changed daily and the quantities consumed were carefully weighed.
The rats given the low-protein diet E were allowed 3 d for adjustment to their cages
and were then continued on the diet for 21 d for the determination of endogenous
values. For the determination of the digestibility coefficients and biological values,
dicts A, B, C antl [¥ were given to the rats for 24 d. The facces and urine excreted by
cach rat from the 4th to the 11th day of the experimental period were scparately
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pooled for N analysis by the Kjeldahl method (Association of Official Agricultural
Chemists, 1965). To obtain PER, the weight gain of each rat on diets A, B and C and
the food consumed between the 4th and the 24th days of feeding were measured,
Diet D was used to estimate NPU (operative).

At the end of the experimental feeding period, the rats given diets A, B and C
were killed and their livers were removed and sectioned for histological examination,
The rats on diet D, consisting only of Soy-Ogi fortified with vitamins, were kept on
the diet for 150 d. After 100 d, two of them were mated with females that had been
fed on diet D for the same period. The progeny of the mated rats were reared on
Soy-Ogi for 31 days after weaning,

Therapeutic evaluation of Soy-Opgi in kwashiorkor

In collaboration with Lagos University ‘Teaching Hospital, the paediatrician in
charge of the Institute of Child Health selected, from among those attending the
Nutrition Clinic, fifteen children (1—3 years old) who were suffering from kwashiorkor
at various stages and admitted them to the paediatric wards of the hospital. Each
child was examined within 24 h of admission and the results were recorded on special
forms. The diagnosis was graded as severe, moderate, or slight kwashiorkor according
to a prearranged system.

The children were weighed naked on admission and every other day thereafter.
Blood samples were taken from every patient every 7 d for 28 d, and analysed for total
serum protein, albumin, globuylin, packed cell volume (PCV) and haemoglobin by
standard clinical methods (Hawk, Oser & Summerson, 1954a). The children
were given antibiotics by injection for the first 5 d from admission, and prophylactic
anti-malarial drugs were regularly administered .throughout the period in hospital.
Some of the children showed clear signs of vitamin deficiencies such as angular
stomatitis. A daily supplement of vitamins and iron was therefore given. The skin
lesions due to kwashiorkor were left open and treated with gentian violet. Anorexia
was usually overcome by gentle persuasion and persistence; very ill patients were
tube-fed.

The diets used in these trials consisted of Soy-Ogi for the test group and a standard
commercial infant food, Lactogen, made from dried cow’s milk, for the control group.
The compositions of the dicts are shown in Table 2. Since Soy-Ogi has a higher
protein content than Lactogen, glucose was added to the former and the diets were
then mixed with water so that each provided equal quantities of protein and calorics,

RESULTS AND DISCUSSION

The nutrient composition of Soy—Ogl is compared with those of a number of
branded infant foods in Table 2. Some amino acid profiles are shown in Table 3.
Mean values for the bmloglcal evaluatlon of the protein quality of Soy-Qgi, Lactogen
and casein diets are given in Table 4. :

Except for deficiencies in vitamins and in iron, which can be.cbrrected by fortifica-
tion, Soy-Ogi presents a nutrient profile and protein score which compare favourably
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with these of branded commercial infant foods. About 70% of its lysiue content is
available, indicating a good biological value. #

Its xppCal %, is estimated at 10-80 using the corrected NPU value. This value is well
above the minimum of 8 recommended for children, and therefore Soy-Ogi should be

Table z. Percentage composition of Soy-Ogi as compared wzth other protein foods

Inca-

-

Pro-Nutro parina Corn—soya
Soy-Ogi  (South  (Guate- Farlene Complan Lactogen meal Nestum Farex
Constituent (Nigeria) Africa) mala) (Nestle) (Glaxo) (Nestle) (America) (Nestle) (Glaxo)
Protein (N X 6-25) 203 22'0 275 250 31°0 1671 209 14'C 14'2
Moisture 4'7 — = 4'0 = 3o 95 5© 65
Fat 63 12'Q 42 55 160 24'2 44 2'0 2'5
Ash 30 46 = 40 S 36 21 3'5 21
Calcium 043 046 o'66 o078 o83 —- 0'40 035 o-8g
Phosphorus o044 048 o770 — 78 —_ 0'44 0°45 o068
Carbohydrate 637 565 — 6o's — 524 610 755 v
Energy (keal/g) 4700 413 370 300 = 4'95 3'58 366 359
Table 3. Amino acid pattern (mg|g) of some infant foods
Corn-soya FAO (1957)
" meal (reference
Amino acid Soy-Ogi Lactogen (America) protein)

Tryptophan 210 2-18 2°40 288

Threonine 763 715 — 576

Isoleucine 885 9-Bg —_ 8:64

Leucine 17:69 15'21 — 978

Liysine 9°46 1205 g'6o 8:64

Methionine 2'75 379 361 86

Cystine 3'05 1'39 2'30} Gl

Phenylalanine 1068 751 — 576

Valine 976 10°64 i 864

Histidine 488 408 —- —

Serine 976 914 e —

Protein score 93 7% 8o 100

Table 4. Comparative biological evaluation of some food proteins

(Mean values for diets containing 10% protein)

Analysis

Protein efficiency ratio:
Experimental®
Corrected (using standard
value for casein)
Net protein utilization:
Experimental

Corrected (using standard
value for casein)

A
Casein

2:6+037
2'5

855

720t

Nitrogen digestibility coefficient :

Experimental®

Biological value: -
Experimental*

966+ 061

88:5+3'63

* Mean values with their standard errors,

B
Say-Ogi

2:3+o21
22

836 (standard)
69'5+379
(operative)*
70-4 (standard)
58+5 (operative)

91-6+215

g1'3+2'86

C
Lactogen

2-2+o062
201

866
729

93 1+2°59

930t 245

t+ Value of WHO (1965).
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a sultable food for weaning children. The results of the long-term feeding tests indica-
ted that the livers of rats fed on Soy-Ogi were normal and the successfu] feeding of the
rats solely on Soy-Ogi through a complete life cycle which resulfed in normal litter
sizes, birth weights and growth rates provided further evidence that potent toxic
residues were absent from the food.

In the children, the response to dietary treatment was measured in terms of accept-
ance and tolerance of the food, disappearance of oedema and apathy, and weight
changes. After the first 5 d, the Soy-Ogi diet was found to be as acceptable as the Lacto-
gen diet, but the initial anorexia was more easily overcome with the Lactogen diet. This

Table 5. Response of the children to dietary treatment for 21 d

Fre-
quency Dayon Day on
- of diar-  which which  Time to Rise in
rhoea ocedema apathy attain serum
Age No. of (no.of disap- disap- minimum proteing
Child Bex (yesars) Diagnosis vomits times) peared peared  weight (d) (gf100 ml)
Soy-Ogi group
A.S. 2 2 Maderate o o 7th 16th 2 158
ktvashiarkor i ‘
5.). g 225 " Moderate 3 o 15th 218t 8 097
kwashiorkor
TN 3 1°5 Severe I o zoth z3rd 21 1-64
: kwashiorkor
Sal.]. 3 25 Moderate 2 o 11th 218t 9 1-38
kwashiorkor
Av. 5. 3 15 Severe 1 o 13th 2oth 13 1-88
kwashiorkor -~
Lactogen group,
O.F. 3 15 Severe 4 o 17th z1st 7 2'35
kwashiorknr
8.0, é 2 Severe o ¥ 11th 2oth 11 344
kwashiorkor . e g W
0.0. { 1°5 Moderate o 7 6th zoth z 1°99
o kwashiorkor

may have been mainly because the Lactogen diet for the first 3 d was a thin fluid
without pap. The Soy-Ogi diet, no matter how thinly it was prepared, always set into
a thin gel on standing. Such semi-solids are less readily taken than fluids by sick
children. Vomiting was a common problem with both diets, especially during the first
few days of treatment. Not all the vomiting could be attributed to dietary intolerance
(Table 5). The temperature and manner in which the food was administered seemed
to affect tolerance. When the food was given cold and in a hurried manner the patient
was more prone ta vomiting.

Diarrhoea occurred only in the Lactogen group, probably because many ngcrian
children seem to be intolerant of lactose.

Oedema in the Soy-Ogi group subsided in one patient at the end of the 1st week, and
in the dthers between the 2nd and 3rd weeks. In the Lactogen group oedema dis-
appeared in one child in the 15t week and in the two others in the 2nd and 3rd weeks.



— A

Vol. 26 Nutritive value of maize-soya mixture "

Disappearance of apathy and increasing interest in the environment became notice-
able in all children in both groups in the 3rd week. This means that clinicall.yr the
patients fed on Soy-Ogi showed as good a response as those fed on Lactogen

The curves of changes in weight, total serum protems and albumin concentrations
over a period of 28 d treatment, derived from two typical patients from both groups,
are shown in Fig. 1. It will be seen that there was greater weight loss in the patients on
Soy-Ogi than in those on Lactogen. After the initial loss in weight, the Lactogen
group gained more weight and at a faster rate than the Soy-Ogi group, which is in

— 8_
10 -
& L 5
E
P L2
< g= - 4
2 ® -
na £ =
13 (2]
z 5 8
> E s
T2 4135
o0 5 =
& £
6| 42 2
E
=]
E
v
5 2k : -1
s 1 1 1 2 1
0 4 14 21 28

‘ Time on diet (d)

Fig. 1. Recovery patterns of kwashiorkor patients during dietary therapy, @—@, total serum
protein (Soy-Ogi); C—O, serum albumin (Soy-Ogi); A—A, body-weight (Soy-Ogi);
@ --- @, total scrum protein (Lactogen); O ~-- O, serum albumin (Lactogen); A --- A
bady-weight (Lactogen).

»

agreement with the observations of Dean (1952). Increases in total serum protein
conc.ntration were also greater in the children fed on Lactogen than in those on
Soy-Ogi, as was alse found by Arroyave, Wilson, Béhar & Viteri (1961). At the end of
a month’s treatment two of the patients on Soy-Ogi still had serum protein levels
below normal. Serum albumin concentration rose steadily in all the children, but the
rate of increase was higher in the patients on Lactogen than in those on Soy-Ogi.

By the z1st day of treatment serum albumin concentrations had returned to the
normal level of about 3 g/100 ml in the Lactogen group. This indicates that Lactogen
may be more efficient in promoting serum protein recovery than Soy-Ogi, although
the values obtained with the latter diet were acceptable.

13 NUT 26
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Only exght children out of fifteen successfully completed 28 d of the prescribed
treatment. Four patlents (twa in each group) died during the period of treatment, and
three others were discharged because of early recovery, !

"

Conclusion

This study has suggested that Soy-Ogi is a complete protein food suitable for
weaning children. Tt has also been established that it is acceptable, free from toxic
residues, and could be well tolerated by children. The limited trials on children also
suggest that it has the advantage of minimizing the frequency of diarrhoea often
observed with a milk diet. However, when compared with Lactogen, it is less efficient
for the treatment of kwashiorkor in bringing about maximum weight gains and rapid
increase in the serum albumin concentration.

-

Table 6. Relative cost of Soy-Ogi and other infant foods

New pence/ Protein content New pence/

Infant food kg (%) 20 g protein
Soy-Ogi®* (Nigeria) 30 20'4 30
Incaparina®* (Guatemala) 21 27'3 6
Pro-Nutro* (S. Africa) 21 220 20
Incaparina® (Mexico) 10 27'5 o8
Nestum (Cereal) 79 14'0 114
Farex (Cereal) 29 142 12
Lactogen (Milk) 54 169 6-4
Complan (Milk) 138 310 90
Humanized Trufood (Milk) 62 14'50 86
Farlene (Cereal) 123 2500 98

* Vegetable protein mixtures.

Because of the relatively low cost of Soy-Ogi in comparison with other weaning
foods (Table 6), and the limited purchasing power of the low-income group, Soy-
Ogi should be considered as the food of choice for the prevention and cure of mild
and moderate protein malnutrition. In severe kwashiorkor which may require hospital
treatment, Soy-Ogi supplemented with a milk diet is preferable.

The authors are grateful to the US Department of Health, Education and Welfare,
Bethesda, Maryland, who arranged for the vitamin and elemental analyses of Soy-
Ogi by the Wisconsin Alumni Research Foundation, and to the Tropical Products
Institute, London for the amino acid analyses. We also wish to acknowledge the sup-
port given to us through clinical management of the hospital patients by the statf of
the Institutes of Child Health and the Paediatric Department of the Lagos University
Teaching Hospital. ‘
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Appendix IV

PAG STATEMENT ON THE PROMOTION OF
PROCESSED PROTEIN FOODS FOR VULNERABLE GROUPS

Background

To aid in developing this statement the PAG convened a meeting of leading pediairicians
and representatives of the food indusiry in Paris, France, 16 and 17 June 1972. In its
deliberations this group took note of a preliminary meeting of pediatricians and the food
industry which was convened in Bogota, Colombia, in November 1970 by the Pan American
Health Organization, World Health Organization and UNICEF,at the suggestion of the PAG.
Note was also taken of the recommendations of a workshep on nutrition for "new urban
families" held by the International Pediatrice Association in Vienna, 28 August 1971.
Among the topics discussed at the June 1972 meeting were: purchasing power of African and
Asian consumers in relation to meeting the nutritional needs of the child through commer-—
cial channels; problems facing governmentis in stimulating the supply of nutritious foods
and supplements for infants and young children; role of industry in providing low-cost,
nutritious foods for infants and young children and problems related to marketing and
promotion practices of foods for infants and young children.

Summary of Statement

The statement emphasizes the critical importance of breast feeding under the socio-
cultural and economic¢ conditions which prevail in many developing countries. Infants of
more affluent socioeconomic groups in industrialized and developing countries, in the
absence of breast feeding, suffer no disadvantage when fed properly, constituted and
hygienically-prepared processed commercial formulas. However, the early abandonment of
breast feeding by mothers among lower sociceconomic groups can be disastrous to infants,
particularly when this occurs without knowlcdge of the resources and hygienic practices
necegsary to feed their infante adequately and safely with breast milk replacements., Under
such circumstances and where animal milk as a supplementary protein resource is expensive
or in short supply, an important function of the food industry, in close cooperation with
governments and physiciane, should be the development and marketing of relatively low-cost
nutritious protein foods which fulfil the nutritional role of milk among more affluent
societies,

Recommendations

The statement includes recommendations to governments and the United Nations agencies,
to pediatricians and other physicians caring for children, and to industry. Recommendations
to governmenis encourage support for nutrition surveys, rationalization of legislation,
reduction of fiscal burdens on processed foods of high nutritional value, consideration of
subsidies for supplementary feeding programmes to vulnerable groups, the use of mass media
for education and promotion programmes, and collaboration with industry in planning for
nutritional improvement. The recommendation is made for the U.,N. agencies to encourage
development of contacts between governments, medical personnel and industry, and to assist
further training programmes in development and marketing nutritiocnally desirable foods.

In its recommendations to pediatricians and other physiciane caring for children, the
statement lays particular emphasie on education and training of health personnel, the need
for support to ventures to introduce protein-rich foods of plant origin at the lowest feasi-
ble costs, and the exchange of information on trends and new developments in child feeding.
Industry is urged to participate in resolution of nutritional problems in developing
countries to give greater attention to adequate training of persomnel on questions of child
health, and to exercise care and restraint in matiers concerning label design and promotion
of infant foods.

source: FAO MutriticnNewsletter, Vol. 11; No. 1, Jan.-Mar. 1973, p. 45.
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Appendix V

’

ACTIVITIES OF THE WORLD BANK GROUP IN THE FIELD OF PROTEIN

by Mr. Harold Graves, Washington, D.C.

1. The Bank attaches great importance to the
protein question in particular and to nutrition
in general, Mr. McNamara covered both
extensively in his address to the Board of
Governors of the World Bank on September 27,
1971, and in his address to the United Nations
Economic and Social Council on October 28,
191 .

2. At least four different activities of the Bank
(and of its affiliate, the International Development
Association) during 1971 were of interest from
the standpoint of protein, They were: 1) lending
for projects which will have the effect of
increasing protein availability in developing
countries; 2) participation in the PAG; 3) steps
toward the establishment of a nutrition division

in the Bank; and 4) support for international
agricultural research which will increase protem
availability,

3. During the perioed being covered by the
Secretary-General in his own consideration of
the protein question - the calendar years 1970
and 1971 - the Bank and IDA made 18 loans and
credits in 15 countries to help finance projects
which should increase the production of food
with high protein content, Of these transactions
$8. 9 million worth were made to benefit fisheries
production in Indonesia, Panama and Tunisia;
$4.4 million were made to benefit dairy
development in Ethiopia; and $134. 0 million
were made to benefit livestock production in
Bolivia, the Dominican Republic, Ecuador,
Guatemala, Guyana, Honduras, Jamaica,
Korea, Mexico, Turkey and Uruguay.

4. Toward the end of 1971, the Bank became a
sponsor of and financial contributor to the
FAO/WHO/UNICEF Protein Advisory Group,
which thereafter became known as the Protein
Advisory Group of the United Nations System.
The Bank thereby became the first agency to
respond to recommendations for broadening
the sponsorship of PAG,

5, At about the same time, the Bank began a
series of consultations with the United Nations

and with the specialized agencies to learn
more about their activities in the field of
protein and nutrition, with the-view to the
cooperative development of Bank and IDA
activities in this field. (This consultatmn was
completed in January 1972; and, as a sequel,
the Bank is establishing a unit in one of its
operational departments which will be
concerned with financial and technical
assistance to nutrition projects and pro-
gramming in developing countries. )

6. Together with UNDP and FAQ, the Bank is
a sponsor of the Consultative Group on Inter-
national Agricultural Research, whose
activities have a bearing on the protein
question; the Bank serves as Chairman of the
Group. The Consultative Group is composed
of 27 members, Besides the sponsors, there
are three private organizations, the Ford,
Rockefeller and Kellogg Foundations; twelve
donor governments, Belgium, Canada,
Denmark, France, Germany, Japan, the
Netherlands, Norway, Sweden, Switzerland,
the United Kingdom and the United States;
three regional development banks, the African
Development Bank, the Asian Development
Bank and the Inter-American Development
Bank; and the International Development
Research Center, an autonomous organization
financed by the Government of Canada. In
addition, the five major developing regions
of the world participate in the Consultative
Group through representative countries
designated for a two-year term by the
membership of FAQ,

7. A meeting of the Consultative Group in
December 1971 had the opportunity to consider
the recommendatigns of its Technical

Advisory Committee for financial support to
ongoing or new international research programs
in 1972. Members of the Group agreed, among
other things, to give financial support to
existing international centers of agricultural
research.

B. One of these is the International Wheat and
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Maize Improvement Center, situated in Mexico,

A current special program of the Center,
supported by UNDP, is devoted to the
development of high-lysine maize, which would
greatly increase protein availability and
utilization among peoplés for whom maize is

a staple of diet,

9. Three other centers supported by grants
from individual members of the Consultative
Group: the International Potato Center (CIP),
in Peru; the International Center for Tropical
Agriculture (CIAT), situated in Colombia; and
the International Institute for Tropical Agri-
culture (IITA), in Nigeria; have programs
which are of interest from the standpoint of
protein availability, CIP is working, for
example, to increase the adaptability of the
potato to new ecological zones, CIAT is work=-
ing to improve the output and quality of heef,
swine and field beans, and [ITA is seeking to
develop higher-yielding varieties of grain .
legumes, specifically cowpeas, soybeans,
pigeon peas and lima beans.

10. A new center which will be established
under the sponsorship of the Consultative

PAG Bulletin

Group to conduct research to improve farming
systems in semiarid tropical zones likewise
promises to increase protein availability, This
center, to be called the International Crops
Research Institute for the Semi-Arid Tropics
(ICRISAT), will b¢ established in-India. At the
outset, it will be concerned, among other
¢rops, with two legumes of high protein valje;
namely, chick peas and pigeon peas.

11. The Consultative Group in 1971 also set in
motion a number of studies. Two are intended
to develop recommendations concerning
research to improve the output of livestock,
and especially of beef, in Africa; and this, too,
would materially add to the resources of protein
in developing countries. The Group's Technical
Advisory Comrrittee has signified its intention
of studying the potentialities of aguaculture as
a subject of international.research, and will

be making an inquiry to determine what part
international research might play in helping

to develop higher-yielding, higher-protein
varieties of legumes. The presence of these
studies on the Committee's agenda suggests
that the interest of the Consultative Group in
protein not only will continue by may intensify.
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INDUSTRY COOPERATIVE PROGRAMM =

FAO/INDUSTRY JOINT TA3K FORCE ON PROTEIN FOOD DEVELOPMENT
PROJECT PROFOSAL FOR SRI LALIS

SUMMARY

This document presents the case for a project designed to
improve the food and nutrition situation in Sri Lanka, to be under-
taken by the FAOQ/ICP Joint Task Force on Protein Food Develop-
ment. The project comprises large-scale production of soybeans
(on lands presently not utilized for agricultural production), and
processing the crop into the two conventional end products, i.e.
soymeal for cattle feed and oil for human consurnption. Farallel
to this conventional processing of the soybean, production of
such by-products as full-fat soy flour and soymilk for human
consumption will be undertaken for market testing with a view
to expansion in their production according to market demands.

Rome, August 1973
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My dear Dr., Aref,

Reference the discussion that I had with you
during your mission in Sri Lanka, I wish to confirm that
this Ministry will be very interested in foreign collaboration
both in the production and processing of Soya bean., We would
make available whatever resources that we have for such a
project after we have agreed on a definite course of action.

Yours sincerely,

MabtvidbonSclpay
Mahinda Silva
S/A.& L.

Dr. MM, Aref,
Rome.
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Date J

Reference the discussion that I had with you
during your miseion in Sri Lanka, I wish to confirm that
this Ministry will be very interested in foreigm collaboration
both in the production and processing of Soya bean. We would
make available whatever resources that we have for such a
project after we have agreed on a definite course of action,

Dr. M.M. Aref,
FAO,

Rome.

Yours sincerely,

MabtwidernSlirg,
Mahinda Silva
S/A.& L.
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I.  BACKGHOUND

The Present Food and Nutrition Situation in Uri Lanka

The socio-econaomic survey conducted in S3ri Lanka in 1964-70 shéwed fhat

50 per cent of the population had an unsatisfactory calorie intake and
about 40 per cent had a low protein intake. :

The gituation has éince deteriorated and there is at nresent gfeat

concearn over the availability of food supplies to fhe people of.Sri Lanka.s
Due to economic constraints, the Government will most probably'be f&roed
to discontinue the importation and consequently the free distribution of
rice to the low—income group (ncn—taxpayers) by the end of 1973,

Due to shortage of animal feed, the Government have.ﬁanned all exports

of copra; consequently outting down the country's foreigm exchangcrearnings
and its capacity to import rice. Although the magn{tﬁde of the cattle
fesd deficit necessitating this drastic action by the Gov;rnment is not
known exactly, the action itself indicates the gravity of the situatione
Flour imports on credit from France are now being negotidted by a Govern—
ment team visiting that country. Here again there is no exact information
on the amounts of flour to be imported from France, but the mere fact that
such a deal is being negotiated points out the critieal situation with
regard to food tupplies in Sri Lanka as well as the unavailability of
Tunds with which to meet the crisis by importation.

The concern over future food supplies is well illustrated by th~ editorial
"Produce or Perish" appearing in the Ceylon Daily Hews on 3 August 1973,
and other Government daclarations (see Annex I),

The food and nutrition situation in Sri lenke seems to be ranidly heading

beyoad mere concern over unsatisfactory calorie or protein intalke for this
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or that portion of the population. There is fear and anxiety within the
Government that the country is heading towards a general shortage of food

supplies which might well lead to famine,

Be Possible Solutions to the Critical Food Suppgy Situation

The writer has looked at all possible solutions to the present food
supply situation in Sri Lanka, whether based on existing food crops, i.es rice,
coconut and cassava, or on new potential food crops, ie.es maize, sorghum and
soybeans Only the soybean stands out as the one crop for which intervention by
the FAO/ICP Joint Task Force on Protein Food Development seems to be poszible
and profitable. The case for large-scale production and processing of soybean
in 3ri Lanlm is, therefore, presented below. Solutions based on existing or other
potential food crops will be discussed laters

l. The case for large-scale production and processing of soybean in Sri Lanks

lel The Neede There is an urgent need for an additional source of cattle

feed and edible o0il in Sri Lanka. The recent Government decision to

ban all exports of copra, at the expense of losing badly needed Fforeign

currency, clearly indicates the critical situation the country is now

facings Milk supplies meet only one~third of the requirements of the

population, yet it is not possible to substantially increase the milk

herds, mainly due to lack of cattle feeds Increase in poultry prod-

uction has Leen halted by scarcity of poultry feed,

It would, therefore, seem quite evident that the introduction of soybean

into 3ri Lanka would :

lelele HMeet the existing deficit of cattle feed (unfortunatasly
undeterminad); or

leleZ2e [Meet the local needs for cattle feed, thus allowing resumption
of copra exportation to its established markets, and supplying

foreign exohange for importation of other foods; or
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lelels Supply & welleknown commodity for exportation and foreign
exchange sarnings.
The Eotﬁntial. Extensive experimentation with soybean production is
at present being carried out in four agriculture research centres in
Sri Lanka. Two of these were visited by the writer: the Central
Agricultural Research ' Institute in Gannoruwa, Peradeniys (Kandy),
and the Agricultural Research Station in Maha Illuppallama. Based
on the results obtained so far, there is universal agreement among
personnel involved in these experiments, headed byW.Ge Golden, Jr.
of IRRI - Ford Foundation Sri Lanka Rice Project, that large-scale
production of soybeans in Sri Lanka can be very successful.,- Both on
irrigated lands and in the Dry Zone, most of the soybean varieties
tested do very well when the seeds are inoculated with an effective

Rhizobium japonicum straine (This was expected on land where soybean

had not previously been planted and constitutes no constraint to large-
scale production of the bean. No other constraints to soybean culti=
vation in Sri Lanks have been reported.)

There are naturally differences in yields among varieties, but high-
yielding varieties (Ca 3,000 1b,) are being identified. Fertilizer,
spacing, planting dates, etc., trials are well under way and the

results should be available socn.

Other production trials conducted by Ceylon Tobacco Coe Ltds support
the findings at Governmental researsh stations. Small-scale trials

by schools, foreign aid agencies and private individuals in various parts
of the country also support the findings of the more organized research.
Tt is the writer's conviction that large-scale production of soybean in

Sri Lanka can be as economically profitable as in any place else in the
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world, It is worth mentioning here that a Japanese delegation is expected
to arrive in Sri Lanka about mid-August to negotiate with the Government
the possibilities of large-scale production of soybean for direct export
to Japans The Japanese are apparently trying to diversify their sources
of soybean supply after the recent embargo the USA placed on soybean

exports,

Government Interest., The Ministry of Agriculture and Lands is in charge

of the Government research on soybean production mentioned above. The
Permanent Secretary of this Ministry has indicated during discussions
with this writer that the Ministry will consider with favour the placing
of (approximately 20,000 acres of) irrigated lands at the disposal of
any international industry wishing to enter into agreement with the
Government on large-scale production and processing of soybeans. As

far as Dry Zone lands are concerned, there does not seem to be a limit
(up to 500,000 acres) on land availability for such an enterprise,

(See attached letter from Permanent Secretary of Agriculture and Lands.)

Industry's Interest.

ledels HMHre Tedse Elliott, Chairman and Managing Director of Lever
Brothers (Ceylon) Ltd., indicated to this writer that his
company would be very interested in large-scale soybean
production and processing in S3ri Lanka. He was quite frank
about his company's lack of agricultural production know-=how
but saw no difficulty in including the Ceylon Tobacco Coes Ltde,
ﬁhich is already involved in soybean production, in the proposed
enterprise, The Government would supply the land, Ceylon Tobacco
Ltds would be in charge of soybean production and Lever Brothers
(Ceylon) Litde would be in charge of processing the beans, mainly
to produce cattle feed and oil. Parallel to this activity,
Lever Brothers (Ceylon) Ltd. would be interested in the production

of soymilk powder (see paragrah l.6 below). It i worth
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mentioning here that Lever Brothers (Ceylon) Ltd. is already
producing small experimental lots of liquid soymilk in a make-
shift plant. BSo far two 400-pint lots of soymilk were produced,
The soymilk is shipped upon preparation to the Sri Lanka Milk
Board plant in Colombo where it is bottled and sterilized, The
first lot was used for experimental purposes, i.e, taste testing
for acceptability, flavouring, sugaring and mixing with skim
milks The second lot was sugared (10%), flavoured (strawberry),
mixed with skim milk at a ration of 1 : 1, then bottled and
sterilized. It was sent to a maternity home in Kandy where it
was distributed to children 1-5 years old. Acceptability was
goods Trials will continue on this limited scale.

1s4e2e Mre S.Ve Wanigasekera, Chairman, Ceylon Tobacco Co. Ltd. agrees
in principle with large-scale production and processing of soy—
beans in Sri Lanka. He was, however, somewhat hesitant about
the venue for the large-scale productions He felt that present
trends of Government may favour involving the small farmers through
a labour intensive scheme, This would be a long-term process
requiring too much administration and management and might not
necessarily meet the demands of a large-scale processing industry
before some time. He would personally prefer to see large-scale
gsoybean production on large estates owned by the Government but
operated by his company under a fully mechanized system. It was
suggested by the writer that the Government might be persuaded
to accept this latter approach to first establish a viable
industry based on large—scale production and processing.of soybeanse.
Once this industry is establisghed; it would be possible then %o
plug into the system the product from = a labour—intensive scheme

for soybean production by small farmers.
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Mre Wanigasekera seemed to have gsome reservations about joining
Lever Brothers, but no basic objection. It appeared that he
might prefer to rather join forces with Japanese firms for such

a venture,

Public Interest., There seems to be a general awareness in Sri Lanka

of the value of soybean as a crop which could materially add to the

food supplies of the country, There was hardly a day during the writer's
short stay in the country when the newspapers did not carry some story
about soybean (see Annex II).

Soymill Powder, The soymilk powder developed by the writer in 13570

for the Canadian Hunger Foundation (see Annex III) for possible intro-
duction to India was described to the Permanent Secretary of Agriculture
on 28 July 1973. On that day the Prime Minister of Sri Lanka was
proceeding to Canada for the Commonwealth Heads of State and Prime
Ministers' Meeting. A note on this soymilk powder was submitted to

the Prime Minister for further discussions with the Canadian aunthorities
with the view to requesting assistance from Canada in establishing a
soymilk powder pilot plant in Sri Lanka. On the following day a cable
was sent from the national FFHC Committee -in. Sri Lanka to the Canadian
Hunger Foundation confirming the request., The Canadian Hunger Foundation
replied announcing that their representative will visit Sri Lenka on

13 August to discuss the matter with the Government.



2e Solutions to the Critical Food Supplies Based on Other Food Crops

2,1 Existing food crops

2¢lele Rice. A Government/Ford Foundation projesct, implemented by the
International Rice Research Institute (IRRI) of the Philippines,
is concerned with the increase of rice yields and the introduction
of high-protein rice varieties into Sri Lanka, The work is being
carried out at the Central Agricultural Research Institute, Gannoruwsa,
Peradeniya. The project is also developing multiple cropping
patterns which, when ultimately adopted on & large scale, could
result in increasing rice supplies in the country. In addition,
improvement of rice processing will be studied through a pilot
rice milling unit of % ton per hour capacity in Gannoruws,
Peradeniya (Kandy).
An FAO/UNDP project entitled "Assistance for the Development Centres"
CEf/71/531 has just become operational and it is expected that its
activities will be coordinated with those of the IRRI implemented
project.
At present, the Paddy Marketing Board buys about half the paddy
produced’in the country, the other half being retained by the growers,
The majority of the quantity purchased by the Board is also processed
by the Board then sold to the Food Commissioner's Office at a fixed
prices The latter stores the rice in its own facilities prior to
distribution to retail outlets. It was hoped that the rice retained
now by the growers will be reduced to only 3 per cent of production
for seed and 14 per cent for consumption, but indications are that
the growers tend to hoard the rice at present because of food
shortages and price policies.
No activity suitable for consideration by the FAO/ICP JIF can be

envisaged in the area of rice production and/or processinges
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Coconut, This is the second most important food crop after rice,
Motal consumption in Sri Lanka is estimated at 125 nuts equivalent
per capita per year, mainly in the form of fresh coconuts and
coconut o0ile

A considerable amount of research has been carried out in different
parts of the world on utilization of coconut as a possible con-
astituent of protein-rich foods; but none of the protein-rich foods
put on the market contained coconut. A recent study carried out

by the Tropical Products Institute for the PAG identified sixty-nine
protein-rich food schemes around the world, including schemes which
had been terminated. WNone of the products described contained
coconut.

The amino acid composition of coconut protein shows that it is
deficient in lysine, methionine and threonine. The ratio of
essential amino acids nitrogen to total nitrogen in coconut protein
is lower than in animal proteins, though the coconut protein itself
compares favourably with peanut protein and similar proteins of
plant origin. The main problem in using fresh or dried coconut

meat in human feeding, however, is its fibre content which interferes
with digestibility and nitrogen retentione. This is the reason why
attempts have been made to "wet process" fresh coconuts to produce
0il and protein flour suitable for human consumptions. There ars
about nine or ten major wet processes, but none of them is in
commarcial use., The main reason for this appears to be that the
recovery of oil from the wet processes is at best 10 to 15 per cent
lower than the yield of oil obtained from the vprocessing of copra.
It is thus concluded that the state of the art of coconut »rocezsszing
for the production of coconut o0il and coconut protein does not at
present warrant serious consideration by the FAO/ICP Joint Task Farce

On Protein Food Development.
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New Food

- [
Cassavae. Thig is undoubtedly the third largest food crop in Sri Lanika,
though exact figures on area under cultivation and production are not
availab}e. Estimates put the area under cultivation at 70,000 acres
mostly under coconut trees. Average yield per acre is probably not more
than 0.5 ton with a starch extraction ratio of about 20 per cent, Total
production of cassava starch is, therefore, some 7,000 tons per year.

A project sponsored by the Overseas Development Administration, UeKey and
implemented by the Tropical Products Institute, London, at the Ceylon
Institute for Scientific and Industrial Research (CISIR) in Colombo, aims
at the utilization of cassava starch to replace wheat flour up to 10 per
cent in bread manufactures The resulting composite flour would lower the
protein content of the bread by 1 per cent and protein supplcmentati6ﬁl
would be nscessary. Industrial intervention in this arsa at the present
stage of development is not recommended, _

Crops

2e2sle

2ecele

Maize. Efforts are being made in Sri Lanka at present to introduce the
high-protein maize, opaque—2. With large-scale production of this food
crop and its consumption by the population a general improvement in the
nutritional status of the people will undoubtedly be achieved. )
No involvement by the FAO/ICP JIF can, however, be envisaged in this
area,

Sorghum, This is also being introduced in Sri Lanka and will certainly

contribute to the food intake of the populations Again, no involvement

by the FAO/ICP JTIF can be #nvisaged.
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2e¢243+ Soybean. This is the third crop being introduced in Sri Lanka,
and because of the need for relatively sophisticated industrial
processing of the bean before utilization of the end products by
the consumer is possible, involvement of the FAO/ICP JTF is clearly
indicated. The case for large-scale production and processing of
the soybean in Sri Lanka has been presented in a previous section.
There are still many questions to be answered before a decision
regarding involvement of the FAO/IGP JTF can be reached and an
attempt to analyse thege outstanding questions will be made in the
following section.

An.Analysis of the Case for Large-Scale Production and Processing of Soybeans in
5ri Lanka

The writer is convinced from his short visit to Sri Lanka and discussions with
different Governmental and non-Governmental s&urceg that there is urgent need
for increasing the country's food supplies within 2-3 years. If prompt and
concentrated action is not taken, there are good reasons to believe that
starvation and even famine would be a problem for a large part of the peoples
The solution to Sri Lanka's food supplies problem must come from within the
country. A tremendous increase in the country's exports might allow the
Government to import foods to meet the critical situation, but this is not
foregeen with present export commodities.

The alternative then would be increased food production in the country. Rice
.production could be increased and efforts are being made in this connectione
Maize is being introduced, Cassava production can possibly be increased. But
none of these crops is a good source of protein, and none seems to be suitable
for any activity to be sponsored by the FAO/ICP JTF. No feed industry to sustain
a large animal industry can be based on these crops alone without direct com-
petition to human food supplies, Increased coconut production and processing

could be instrumental in the establishment of a feed industry, but this is a
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long term process where involvement of the FAO/IGP JIF is not enviqaged as
copra processing qapabilities existing today in Sri Lanka afe nof fully
utilized, |

It would, therefore, seem evident that the ﬁnly way in which the_FAO/ICP JTF
can h;lp in alleviating the critical food supply situation in Sri Lanka is
through the large-scéle production and processing of soybeans. This could
he a2 case iﬁ point by which the.International Industry can demonstféte how
industry oan "pull agriculture by its boot‘straps" in developing cogntries.
The two main conyentional soy products : soy meal and soy oil will either
meet local demands for cattle feéd gnd oil or can be exported after mec{ing

local demands for proteine

Competition of the soy products will mainly be with coconut products.

Total production of coconuts in 1970 was estimated at 2,447,000 nuts of
which 1,172,000 were consumed fresh, 6 million nuts were exported and
1,269,000 were processed.. Of the latter 334,000 nuts were used to produce
desiccated coconut (48,400 tons) for export. The remaining nuts produced
180,400 tons of copra of which 15,300 were exported, The rest (165,100)
were processed to produce 101,600 tons of oil of which 57,100 tons were
exported, and 50,800 tons of oilcake which was fully utilized in the country.
As coconut is a basic item in the Ceylonese diet, the rapid growth_gf nopu-
lation threatsns a steady reduction in supplies. A limit seems to have been
reached for the expansion of land under coconut, now amounting to 1,152 million
acres of relatively senile plantations, and fears have been expressed that by
the end ofrthc_ccntury, Sri Lenks may have to import oil to meet her domestic
requirements.. (3ee "The Fats and 0ils Economy of Ceylone CEY 22, COM 24_
June 1972, #3/D2709. FAQ)

Even if the total production of soybean is processed in Sri Lanka for export,

the country would benefit through foreign exchange earnings. The participating

foreign firm could obtain its profits anywhere in the world.



Be

Te

10,

- 12 -

If only part of the production will be required for local consumption, then

the rest could be processed for export thus allowing the participating forsign
firm to obtain its profits outside Sri Lanka.

Tf the total production is to be consumed within the country, this will
undoubtedly release foreign funds at present being used to import food items

or will allow resumption of exports now banned thus increasing the country's
foreign exchange earningse In either case, profits of participating foreign
firms could be paid ountside the country.

Jith a soy base in the country, production of items such as full fat soy flour
and soymilk powder would be possibles The first can be added up to & in bread
with absolute consumer acceptance. This has been tried in many parts of the
world and there is no reason to believe it would not work in Sri Lanka. 3avings
in wheat/flour importation would be substantial.

Soymilk powder has been market-tested in India by the Canadian Hunger Foundation
and was highly acceptable when reconstituted and mixed with skim milk at a ratio
of 1 : le This will go a long way to extend milk supplies in Uri Lanka.

soymilk has also been used successfully in calf-feeding in Canada. 'T'his can
have a milk-sparing effect and increase available milk supplies,

The end result of an intervention by the FAD/ICP JTF in Sri Lanka would be

to make available in the country a "stable" feed/food crop which is easy to
grow, beneficial for the soil and "versatile" in ite utilization and food

values Even if there were no immediate demand for soybeans in Sri Lanka at
present or in the immediate future, large-scale production and processing of
soybeans for the export trade can be an economically profitable enterprise.

An added advantage of the soybean is that it can be grown mainly on lands
presently not utilized for agricultural production. It will not, therefore,
compete with existing crops. On the contrary, it appears that rice farmers

may be able to grow a soy crop between rice crops, thus having in certain areas

two crops of rice and one of soy per year .
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11, ‘'here is ample lmowledge among the JTF members of soybean orocessing  technolegy,
marketing of oilcake and oil, international trade in these commodities, etce
Information on capital costs of soybean processing plants and overall operéting
costs must also be available to many JTF members. |

12, Phers is in Sri Lanka sufficient knowledge of small-scale soybean productibn
and there is a local well-established firm (Ceylon Tobacco Co. Ltde) willing
t5 be in charge of large—scale production providing foreign exchange for thc
purchase of farm machinery is made available to it. Assistances from UNDP/FAG
for soybean production has already been approved (Govt. Rpse 1 ile, UNDP J&QU,UOU)
and some of the best kmowledge in the world in this area {Devartment of Agronamy
and International Agricultural Programs, University of Illinois} can be coﬁfracted

tn advise on this assistance.

13, ‘'"he Government is definitely serious about the intraduction of hthe qﬁybean into
sri lanka and, with the present eritical food supply situation, would looic with
favour on forsign participation,. .See Annex IV)

14, It would seem, therefore, that the stage is set for a significant participation
of the JTF in the socio—economic dcvélopment of Sri Lanka through a conveniional
antaroriss with astablished profitability potential. Under the circunstances,
it apoears that the JIF, if agreeing in principle to this project proposal, may

7all be advised to proceed as outlined in section II below,

. IT . PROPOSED ACTION BY 1iLs JUIF

.. Goverument Commitnsnt (October — December 1973)

le anlification of the ihite Paper of the Govarnment of Sri Lanka of June 1972
ag mentionad in tha "ICP Mission to 3ri Lanka Repori" of October 1972, aopecially
with regard to the establishment of a larce—scale soybean production and pro-

nansing industry in the country.

{5

]

. izact area of lands to be used for large-scale soybean production, its location,

water resources, access roads, available buildings, storage sheds, barns,
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machine shops, etc.

Type of arrangement by which the Government would place these lands at the
disposal of soybean production company (PRODCO).

Customs exemption, tax incentives, convertability of profits to be granted to
PRODCO and to the soybean processing company (PROCESSCO) o

Type of agreement the Government would wish to hﬁve with PRODCO and PROC..5.LC0,
if anye.

Other items as desired by the JTF.

Feasibility Study (January — February 1974)

Raw material suppnly and estimated capital and production costs.

Storages raw material; end products.

Pfransportation facilities and estimated costs.

Utilization of end products; locally and for export.trade. -uantities,
estimated prices,

Processing; location; capacity, estimates of capital cost, production costs,

overhsad costs, estimated revenue (based on oilcake and oil only).

Identification of oarticipating industry(s) (April = May 1974)

PRODCO «
PROCESSC0
Government (lixisting Corporation; new corporation; other),

Preliminary negotiations and provisional agreement.

Signature of official agresment (June 1974)

Commencement of production operations and installation of processing onlant(s)

(July 1974)

sale of first crop of soybeans (December 1
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Completion of processing plant installation (July 1975)

Harvest and processing second crop of ssybeans (August 1975)

Regular operation of enterprise (end 1975)
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BRESREY AGRICULTURE,

Produce or perish

Nissanka Wijeyeratng President, People’s Economie Front,

WHEN Mahatma Gandhi
once observed that “to & peo-
p.e famishing and idle, the
only acceptatle form in which
God can dare appear is work
and the promise of goodg 8s
wages”, he was echoing age
old advice, ance glven by the
Buddha, that man’s hunger
mus; be gppeased as the pre-
lude to’Rll other things,

In fact the history of the
Sasans, in Sri Lanka recited
in the  -ancient chronicles
gives much regard and space
to those Jeaders by whose
endeavours “bunds were rals-
ed, the waters Impounded
end lands cultivated . . ® The
eiforts had 'to be total and
sustained as the dangers of
crop failuré, speclally in ages
when infernationa] commerce
in Food was relatively unde
veloped, could well-nigh be
disastrous, Famines were wont
to occur while succour somes
times rendered almost impose
sible when -the ‘mansuns’ of
seasons failed as both Arab
sea-farers and the islands
cultivators knew full well,

Thus frogy very ancient
times good and careful huse
bandry of agricultural resour-
ces became a national impe-
ra‘ive and wars and inters
necine feuds were followed by
rencwed efforts and redoubled
vigour te repair the intricate
irrigation complexes and res-
tore the ylelds of the land,
Commaon forest and pastures;
a rotation system of chena
cultivation and 1its equitable
‘mul-kete’ division; a falr
share of appurienant high
land adjacent to the flelds;
Praveni holdings and judi-
clously regulated practices of
water issues and cultlvation

patterns; a unique ‘betme’
sowing when waler was
scarce; all with rajakaria

dutles on irrigation and come
munal works ensured social

coherence and  agricultural
stabllity,
The aholition of ‘rajaka~

rla’ in 1835, however well ine
tentioned damaged Immege
surably the cu'tivation sys-
tem of the eouniry uniil the
far-sighted action of Govere
nor Ward and the Irrigation
Ordinance salvaged part of
the national heritage in age
riculture. Greater damage
however came with the intro-
duction of the plantalions
gystem—no doubt economical-
ly and technologically an
immeasurable advance for the

times— but fraught with dire
consequences fo the Indige-
nous sector of our couniry,
the i1l effects of which some
of the new agricultural poli-
cles vigorously seek to rectl-
{y. ‘The rural culturist
was left out of the main
stream of development and
what was true for the come
mercial crops was also frue
for other branches of agri-
culfure and animal hushan-
dry. Jethro Tull and Turnip
Townshend were household
names in England. Taylor
and Thwaites remained eso-
feric figures to the Ceylonese
people. As Thomas  Finnle,
ploneer American Advisor
India, realised in 1840
“whatever is done to be per-
manent must be broughb
ahoiut. b g.}!mulat;lnt th; ;1?-:
es o @ people an

:;%lng their efforts In the
matter and impress upon
them the value improvement
will be to them. We might
cultivate . . . for days under
our own superintendence how-
ever successfully, and the
people know nothing of the
rocess by which success had
en attained, They would
consider 1t . . . a matter in
which they have mo  part.
Consequently, our exeriions
must be used among the peoe
gle to induce them to apply
their cheap labour to a supe-
plor mode of doing the weork",

Now this covered almost the
entire gamut of agricultural
activity., The basis of the eco-
nomy was pre-determined for
the indigenous mneople. On
which crops were the emphu-

8is to be placed? How was the

relationship between planta-
tion and domestic agriculture
to be determined? rough

which means of crop diversifi-
cation were the fluctuations of
the world market to be avoi~
ded? What scientific methods
were to be introduced and how
were they to  be financed?
How was new seed equipment,
fertiliser and credit to be pro-
vided? In what manner were
tenurial laws to be recast and
stability restored, enthuslasm
generated and the residual
fruits of his efforts to be gua-
ranteed to the local neasant?

Villagers  dispossessed of
land and hemmed in by esta«
fes declined in  prosperity
Thelr animals lacked pasturs
and substitute crops like ku-
rakkan and el wee, amu and
mener] went out of use. A

whole range of edible yams
were forgotten, Cheap rice
imported from Burma conver-
ted us fo & nation of rice-hog-
gers just as during the last
war and afterwards a taste for
wheat bread was popularised.
Perhaps only the Jafina fare
mer whose traditipnal agricui-
tural patterns were not dislp-
cated escaped this unfortunate
predicament.

All this had to be attended
{0 especially after the idealisin
of Lord Lugard for responsibi-
lity towards the governed in
Alrica eripped the imagina-
tion of all colonial officlals.
8ri Frank -Stockdale tried to
do his best for the indigenous
cultivator and the skeletal
education services gave what-
ever support it could in rural
areas. Campbell's efforts for
co-operative  activity created
enthusiasm just as Edmund
‘Rodrigo's attempts In later
years, to galvahize the exten-
gion services did, But nearly
all the ventures, starved of
funds and staff, ground to a
halt due to the hesitance of
the authorities to embark on
what it felt would be subsidis-
ing subsistence agriculture at
the expense of the planta-
tion industry. Minor irrigation
works, no doubt well carried
out, largely formed the basis
of rural development

All were agreed that some-
thing pught to be done for
the local villager but policy
dictated rlmost exclusive sup-
port for the plantations This
embivalent attitude, however
resolved itself during times of
crisis when food supplies wers
critically affected. During the
1914 — 18 scarcities resulted
in organised government pur-
chasing of rice Other cereals
were encouraged and peripa-
tetic conscientious and sym-
mtg;tle %:A. nlteull"'lruemnn

ura urea co ecstas
tically recur:? that renewted
efforts had brought about in-
creased  kurakkan  ylelds,
which Matale estates were
rapldly buying up at Rs, 10/-
a bushel. In his own words he
saw the Mahavansa being ful-
filled’

It was however only during
the time of the Gevernor Huzh
Qlifford — perhaps one of
the ablest of pro-consuls in
Britaln's colonial history —
that a elearly defined forward
nolley  became  discernible
when in 1972 he propounded
his ideas before the Central .
Board of Agriculfure, As he

later explained in a succinet
letter to festing the G.A of
Uva economically he wanted
the great plantation indus-
try to continue vigorous and
profitable but he realised the
need to a leviate the demograp
hic pressures of the local wvil-
Jages. This he sought to meet
by wide spread labour —
Intensive peasant colonization
schemes in the Wet Zone. He
fthus sought to reconcile thr-
ough & systematic approach
two vital aspects {n the pre-
valllng agricultural pattern
of the land
. The project for t co-
lonization schemes was later
in the hands of nationalist
politiclans stirred py the past
emphasised more In the Dry
than the West Zone areas.
Development was  however
slow, Peasants did not rea-
dily opt to leave areas *hey
were traditionally accustomed
}9. _mecailaria to-ol; its toll a];fl
imited financial resolitces
contrived to hamper the‘acti-
vities, Unwisely too, no heed
was paid ty Dr. Das Gupta's
incessant plea based on his
study at Tabbowa, that the
economics of colonisation ag-
riculture be seriously studied
as yi:re-requisitre for further
development.
The last %rea.t war then in-
tervened, The sweeping Ja-
panese vietories and control
of the entire South-East As-
ian Rice Bowl compelled our
gsnpe to eat less, change
eir diet habits and accent
substitutes and above all 0
work harder to produce more,
Government perforce became
inevitably involved with do-
mestic agriculture, Emergen.
cy Kachcheries were opened
and an intensive food produc-
tion campaign covering the
countryside and estates as
well was launched

Unfortunately, the mpost
war years saw a significant
waning in enthusiasm. Tha
Korean war and the atten-
dant Rubber boom induced a
sense of Euphoria on the do-
mestie development scene,
Hardly anything of signifi-
CANCE Was done ang over
the years a hand-to-mouth ex-
istance began to characterize
our economy,

But to brood over the acts
of omission and commission
of the past yeers is a futile
exercise, A rapidly expanding
nation wants more of man's

wordly goods, A desperate
break-through is  essential.
Continu®d
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SOYA - THE MIRACLE BEAN

T, Playe

ANNEX 11

By GHITRA
WIERASINGHI

FOR those who can-
not eat the flesh of
animals due to eco-
nomic ' reasons, prob-
lems of health or re-
ligious observances
but would neverthe-
lese like to eat a sub-
stitute which offers
the flavour and plea-
sure of real meat
there Is hope - - &
meat substitute from
Boya Bean.

The Soya Bean a3 well
e~iaobished source of proiein
amich can be eaten i many
;orme. has been much im
|he news recently. It has also
been the subject of re-
sAarch 1n other countries for
many vears and in 8ri Lap-
kan for the past ten years.

in America right now are
« wide range of engineered
fuods flavoured and tex-
uced to resemble meats of
VArieus inds — roast tur-
key (which has even & plas-
tic with bone) bacon, sau-
apges, fish, elc. When ro-
duced the meat is uoo
ecanned, granulated or mince
‘the mince being for easy
preparation of | hamburgers,
pies, ate.),

A loval firm in 8n Lanks,
hopes to produce such items
in the neur future but whal

is mbst heariening 15 that a
nﬁw‘ local Lousewives  have

coseded in meking these
t  substitutes,  though

products  have not
" reached technical perfec-
At a seminar  organised
flvy by the Brl Lanke
Talion ot University
rucourage the
and discuss the
«nlue of Boya
there was om
{ew wsamples of lg
chepri meat  :auseges, ro
meal. whnich 1 thougbht. com-
pated very ravourably with
f'h&‘t flavonr and texture of

SIMPLE

The making of 8 meat
aunstitute from soya  bean
i sumple” said one lady who
nad turned out one of the
prouucts. “For the bage of
all meat substitutes is glue
ten (the protein from wheat).
All that one has to do I8
%o extract the gluten from
the wheat flour (Ata flour)

PREPARATIONS FROM SOYA FLOUR -- STRINGHOPFERS,
PITTU, ROTI, AND VADAL

" %o be the richest and cheup-

esl source of proteins and
tats in the world, containing
forty per cent protein n
contrast to seven point five
per cent in rtice, ten per-
cent in wheat and twenty
to twenty six percent in dil-
terent pulses and about
twenty per cent ofl as
Against one peint five per
cent in other pulses except
ground nuts.

It has been an Jmpormnr.
food in the daily diet of the
Chinese and Japanese . and
other Asian people for well
over two thousand  years
having_been integrated into
their daily diet in a variety
of dishes. Bo. much so that
A Japanese nespaper atated
recently that if ED'_\‘I
ports are stopped o ouT
of every fwr Ja
atarve.

countries use l.t as an emn-
tial ingredient to enrich lo-
<al food which could be a
source of protein to those
who canot eat meat.

"The Filiplnos use salted
goya bean with vegetubles
to complete  their meal”
said Mrs, P, Dino Economist
of the FAO. Sova bean curd
18 used with rice, for seuson-
ing meats or vesetn.b]es, 80V

lk is given to those aler-

“Five ounces of soya bean™
said Mrs. Dino, is equivalent
to the protein’ conient of
twelce ounces beef, fourieen
ounces fish and nine. eggs.
It hud a good percentage of
fut. a high caleium content
almost fourtimes more than
in ciher pulses and large
amounts of iron wiich could
solve the mutritionnl anae-
mias that usually oceur due
so iron deflelency. Vitumins
of the B group are high
in the soyn bean especially
B2 the inadequacy of which
in most people Aalso ereate
problems.

“The country needs four
hundred and - twenty  five
thousand pints or milkk =
day” sajd a representative of
a firm working on the soya
bean. And Sri Lanka is only
able to supply one hundred
and twenly five thousand
pints of these requirments.
The balance three thousand
pints are imported in the
form of skimmed milk, pow-
dered, and condensed milk
ete. And this is where
the sova bean can ease the
situalion savi the country
valuable fore exchange
of.  almost hundred and
twenty five million rupees”.

Can the average housewite
muke her own milk at home

Mibulupitiye and the  Fam
Womens Agriculiural Ex-
tension o of the De-
purtment ol Acenculiuve, One
method of exlracling milk
an a home stule 15 10 a0uR
the Boya seed  uveruicht,
remove the hulls by rubbine

them  between the palms,
dratning e water and
roasti the seed slentlv
Onee 'thi: has been daone the

seed hat o be sround mto
a voste. water added in the
propordonr  of ewht unnw-

sovie seed  to twelve oan
eup- water and the mw

Yitke " “haled straine  wlh
Sl oand sugdr added  This
hws Lo bLe boiled once mure

and -lrwined and gives tnree
te lour wvottles of soya mils
The apploxiale  eust ot
A gluss Of sove milk  will be
six  cenls whereas a wlae
o raw itk would be
the revion of fhowy .
[H Yiiun

VARIETY

Susd bu...n
m ')
ermuinated ¢ :
5. en bulled mll#w 2
sourve ol et A
staken in other forms .
content of vitumin € B noi
su nigh) Boya bess,can be

wooked us & v:gemwun.
used as B sa.pd iy green

s al
tu W R eu
a .

0 the sune way &5 green
Deas, ade 1nlo c.utlét.s or
turned " inte  flo “which
could be then used -for &

number of Lreakinst prepas

rations  like  stri pere,
piity, votl. thosai, v and
siueh nems like caltegupud-
dinyrs, bisrnits and &' -p.m
rakes,

Muking the rour «t hone
= also u sunple proeess.
The seed har Lo Le souked
n-nm,ml the il remosed

nd the seed boiled tor il-

"Ll] minuies, then sun dred
alil  pounded aL home o
mitied,

The Soia béun el v

glown anvwiere in the di
vone and ab anytimeé of the
vear without any variable
effects of fowerlg or pod-
ding It cun even be grown in
home gardens for the suya
bean grows into a neat little
bush just two feet high and
tukes approximately two to
three months (depending on
the variety of the seed) to
yield. The vield per tree
15 snid to be roughly about
gqualter pound ef soya beans
and only one erop can be
harvested from each tree.
Anv lntormation on the
cultivation of this crop can
be had from the agricultu-
ral  Information Division
and the seeds could be pmn-
chused too.
Right now, T under
savu seeds are codsidered d
precious  commoaily as the
intention is to propagate us
much seed as possible Lo give

Wt

by mixing about eighi cups ic to cow milk and the little Wih. Eeya. Bean? %;agm:mlgq?l"enll\";:lr;d 1lxve q:\\n'
of Ata flour with three lipino  children relish ‘The process is simple. it vicuble il only  dedicated
CUPS  WAlET to & very stiff drink m”“?.' from this esll- hus been tried out by the wrowers would make a ber
dough forming it into s ball 4 “Packo”. : Seventh day  Adventists at  hne for the seed

and placing it in s bowl of :

water for at least? hoursf

after which all the starch

has te be washed off by

knepding the ball of dough

under s Tunning tap.
the starch has been washe
away (which i
Irom the clarity of the water)
the rubbery greyish mas!
feft  behind is

'This eun be boiled and ke
in the fridge and used whe

ol romst beef, or
a curty, all one has to do i
1o mix this gluten with suf.
ficient soya flour to make
s nice smooth dough, ad
anlt, marmite or bovril t
vet Lhe flavour of meat an
prepare it in the  required|
nianner.
Boya

The Bean i+ said



JAnnex 111

joint venture provides
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MOCK MILK FOR INDIA

INDUSTRY, GOVERNMENT, CHURCH

AND UNIVER'S‘ITY SUPPORT PROJECT

M. M. AREF

The Malwa Economic Development Socicty (MEDS)
is a non-profit organization established in 1963 by the
United Church of Canada and the Malwa Church
Council to create work opportunities for men and
women in the Malwa District of the Madhya Pradesh
Province in India. MEDS® modus operandi is to establish
small-size, labor-intensive industrial units which employ
local workers, The type of industry is indicated. by
regional needs and availability of raw miterial, but
particularly by its potential for acquisition or duplication
hy local entrepreneurs when proven effective.

Examples of industrial units introduced so far by
MEDS are a furniture workshop which has been bought
by its former local foreman, a water-well drilling opera-
tion which resulted in the large-scale introduction of
modern drilling rigs into India, and a grain storage
enterprise which seems at present Lo excite a great deal
of attention, not only in India but in Africa as well.

In 1967 MEDS recognized the nced for the intro-
duction into India of food industry units under the
sume line of action. A food advisory team was recruited
in Canada and visited India in February and March,
1969, to make a food processing and preservation
feasibility study with particular reference to soybeans
and other oilseeds. The expense of this study was shared
by the United Church of Canada and the Canadian
International Devclopment Agency. Considerable pre-
paratory work was carried out in India by D. H. Eadie
who was, at the time, technical adviser to MEDS in
Indare, India, and J. A. Gilmore, Poultry and Livestock
Specialist, Action for Food Production, New Delhi,
India. ’

M. M. AREF, is a research sclentist with the Food Research Institule
af the Connda Department of Agriculture, Oltawa, The Foad Advisory
Team relurred 1o ahove was composed of 1. 8, Wenzel, Vice-President
(Technical), the Griflith Laboratories, Lid,, Scarhorough, Ont; G, 8.
Roulter, President, Canndian Vegetable Oils Processing Co,, Hamilton,
Ont.; . W, Fisher, President, Soypro International, Cedar Falls, lowa,
U.5.A., and the authar, £

One of the recommendations of the food advisory
team was the exploration of soymilk manufacture as
a possible-industry to be established in India by MEDS.
The bases for this recommendation were the well-known
protein shortage among Indian children, and the inten-
sive work being undertaken by USAID to introduce
soybean culture into India in co-operation with the
Indian Council of Agricultural Research, the University
of Illinois, the Utter Pradesh Agricultural University
and the Jawaharlal Nehru Agricultural University. This
work has already proven that India is well suited for
soybean production and, in fact, a substantial annual
tonnage of soybeans is expected in the immediate future.

INSTITUTE MODIFIES INDIAN METHOD

Attempts to obtain samples of fluid soymilk for
evaluation revealed that this product was not commer-
cially available, Private laboratorics engaged in this
product area did not have a supply of the muterial. It
was, therefore, decided to prepare the fluid soymilk at
the laboratories of the Food Research Institute, Canada
Department of Agriculture, for evaluation by the food
advisory team.

The method used in the preparation of the soymilk
was that developed by the Central Food Technological
Rescarch Institute, Mysore, India, in 1957, with minor
modifications. The dry beans were cracked in an attrition
mill to grits about one-sixteenth inch in diameter. The
hulls were separated by air classification and discarded.
The dehulled bean fraction was then immersed in run-
ning watcr at room temperature (20°C) for 16 hours, then
drained and soaked in dilute sodium bicarbonate solu-
tion (0.1 pereent) at 60°C for 15 minutes. This latter
treatment removes the bitter principle in soybeans. The
debittered heans were drained and rinsed with warm
water to remove traces of bicarbonate, then ground in a
comminuting machine to a particle size less than one-
sixtcenth inch. The dehulled, debittered and ground
beans were then mixed with an amount of water equal to



six times the weight of the original dehulled dry beans.
The resulting slurry was boiled in a mixing kettle for 15
minutes then pumped onto the 80-mesh screen of a
vibratory separator. Boiling is believed to inactivate the
native trypsin inhibitor which would otherwise interferc
with normal digestive processes. It also drives off un-
desirable odor compounds naturally occurring in the
soybean. * e

Both the soymilk passing through the screen and the
residue remaining on the screen were either drum-dried
or spray-dried. The four dried products were nutrition-
ally evaluated in rat feeding experiments by Dr. Z. L
Sabry of the School of Hygiene, University of Toronto.
Protein efficiency ratios were equal to thosc established
for soybean protein. In other words, the processing and
drying required to manufacture dry soymilk did not
seem to have any harmful effects on the nutritive value
of soy protein.

However, the four products did not behave in the
same manner when reconstituted. In the first place, the
dried soymilk product resulting from the residue remain-
ing on the screen did not rcconstitute as well as the
product resulting from the portion passing through the
screen. Sccondly, the drum-dried soymilk did not re-
constitute as well as the spray-dried product. The first
difficulty was overcome by reducing the particle size of
the debittered beans in the comminuting machine so that
no residue remained on the vibratory screen in the last
step of the process, i.e., before drying. The second diffi-
culty was eliminated simply by confining drying to the
spray dryer.

The spray-dried soymilk was evaluated by a small
group of experienced food technologists after reconsgjtu-

= P

tion to fluid milk and flavoring. In addition, the dry
product was incorporated into typical Indian baked and
fricd foods by members of the Indian community in
Ottawa. Both tests were quite favorable. Tt is planned
to send threc tons of the product to India in July 1971
to determine acceptability, Assuming satisfactory results
from this trial, it is envisaged that a pilot plant producing
about onc ton per day of the dried product will be estab-
lished in India for meaningful market testing.

PROCESS COULD BENEFIT CANAlDA TOO

An interesting offshoot of this foreign aid project
could very well give returns pera in Canada. Skim milk
and/or whey were used instcad of water to prepare the .
fluid soymilk. Upon spray-drying, the resulting powder .
was found to possess better dispersibility than the ori-
ginal dried soymilk. This quality is very important in
automatic feeding of small animals. The use of the skim
milk /soymilk powder as a milk replacer for lambs and-
culves is at present being investigated by Dr. A. D. L.
Gorrill of the CDA’s rescarch station in Fredericton,. .
New Brunswick. Preliminary results of rat feeding
experiments tun by Dr. H. Anderson at the University
of Toronto showed the skim milk/soymilk to possess a
protein efliciency ratio equal to that of casein.

The most impressive aspect of this work has been
the sustained support it continues to receive from such
diverse organizations as the United Church of Canada, -
The Griffith Laboratories Limited, the Canadian Hunger
Foundation, the University of Toronto and the Canada
‘Department of Agriculture. I
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To : Those concerned with Soybean Research
From: W, G, Golden,dJr.

The current Soybean Research Program was initiated.at the
conference held at C. A, R. I. on 9 January 1973, at which time various
regsearch needs were identified. Soybean experiments have been implimented
vhich involved fertilization, spacing, varleties (both local and introduced),
weed control, and time of planting (to determine response to photo-period).
These experiments are being conducted at several locations around the
Island - - - Maha Illuppallama, Gannoruwa, Alutharame, and Angunukolaepellessa.,
The data from some of these locations are excellent, while other locations
have experienced difficulties in their soybean research efforts - - -mainly
penple problems", like the case of an RO without notice quitting the soybean
research program to joln another government organization and taking with him
all pertinent records.

Prom 16 to 20 July & number of departmental officials visited
all four soybean research locations and found excellent progress ‘being
made at three of the four locations - - - -the fourth one was mentioned
above where the responsible person just simply whlked off the job without
giving notice.

One of the several soybean experiments being conducted at the

four locations this season for the first time is "INTSOY" - - - the
International Soybean Trial" sponsored by the Dopartment of Agronomy of
the University of Illinois - - - one of the pioneer institutions in soybean

research, This standard soybean trial consists of 20 varleties and

4 replications at a given location, I should point out that Sri Lanka
recetlved four "INTSOY' trials for this Yala Season, while the largest
number sent to any single country was five trials to Thailand., Thirty-one
countries in all received a totel of 54 "INTSOY" trials as shown below:

NUMBER OF TRIALS COUNTRIES
RECEIVED — e
One "INTSOY" Egypt, Chana, Sierra Leone, Somalis,

Sudan, Guatemala, Peru, Malaysia,
Tenga, Afghanistan, Iran, Ireq, Syris,
South Yemen.

Two "INTSOY" Belize, Costa Rieca, Colombia, Equador,
India, Philippines, Vietnam, Jordan.

Three "INTS0Y" Fthiopia, Mexico, Fuertes Rico, Indonesisa,
FPakistan

Four "INTSOY" fri Lanka

Five "INTSOY" Thailand

Continued:-
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From the above it should be clear that major emphasis is being
placed on the "INTSOY" in Sri Lanka (second only to Thailand). There is
no doubt that we can produce much more soybeans per acre and per year than
many other countries, For instance, the following yiélds have already been
realized in Yala T73:

-  MAHA TLLUPPALLAMA

- on 14 acres of TK-5, average yields of about 1500 pounds
(25 bushels) per acre have been harvested

- on 2 acres of better soil, ylelds of 2500 pounds (L2
bushels) per acre have been harvested

- TRINITY COLLEGE FARM

- on 1/10 acre, TK-5 has ylelded 2356 pounds (39 bushels)
per acre

It should be recalled that the overall average yleld of soybeans _
in the U.S. is only 28 bushels per acre, and 50 bushels per acre is considered
quite good, so the aebove yields are quite acceptable.

The Sri Lanka Soybean Research Program must move forward very
repidly so we will be prepared to entér a lerge scale production program
by about the start of Yala 1974, That does not give us much time, and
there are many questions to be answered. Money has been released for
goybean research, so this factor can no longer be limiting.

The Tala soybean seed increase of TK-5, Bragg, PB-1, Tainung R-1,
and other varieties has proceeded well at Maha Illuppalleame and at Mahiyangens
(Ceylon Tobacco Company). TK-5 harvested at Maha Illuppelams during the mst
two weeks ylelded 1500 pounds (25 bushels) per acre over 1lh acres. Harvest
of 15 acres of TK-5 at CTC will commence about mid-August. To date, the
crop has looked good, Assvm’ig average - to - grod yldlds;-~someé~35otons
of seed should be available for Msha plenting about October this year. A1l
of this seed will be used for another round of seed increase, and none of
1t will be available for general distribution to the publie., All requests
for soybean seeds should be channeled to known private growers such as
those in various Specisl Projects, We are attempting to complie a list of
8ll known private soybean growers, and this will be given wide distribution
when completed. Again, 1t should be cmphasised that none of the soybean
seed increased at Masha Illuppallama and st Mahiyangana during Yala 73 will
be avallable to the general public. It will all be used in specific and
organized programs only.

With your dedicated efforts and your cooperation, it will be possible
to obtain very reliable soybean resesrch data that can be formulated into
Extension recommendations for the bencfit of farmers wishing to grow the crop.
Much information needs to be cbtained yet, but we have a good start,

Thank you.

Williem G. Golden,dJr.
Project Leader.
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1 March 1973

ORGANIZACION DE LAS NACIONES UNIDAS
PARA LA AGRICULTURA Y LA ALIMENTACION

FAQ/INDUSTRY JOINT TASK FORCE ON PROTEIN FOOD DEVELOPMENT

Report on a Visit to Colombo, Sri Lanka

Marcel Ganzin
Director
Food Policy and Nutrition Division

18 - 20 February 1973

1. BPURPOSE OF THE VISIT

On my way back from a visit to the Far East, | made a short stop-over in
Colombo to meet with the Senior Agricultural Adviser/FAQ Country Repre-
sentative, Mr. S. Mazumdar and some Government officials to learn about
the stage of development of nutrition activities in general and in agricultural
planning in particular.

2y OFEICIALS CONTACTED

In Colombo I met with officials of:

- the Nutrition Division of the Medical Research Institute;
'~ the Bureau of Census and Statistics in Colombo.

In Kandy | met officials of:

- the Department of Agriculture (Director; Deputy Director; Extension,

AQ/Farm Women's Agricultural Extension);

the Agricultural Research Division (Director and Research Officer);

- the Agricultural Economics Department, University of Sri Lanka
(Prof. Jogaratnam).

[ then, in the company of Mrs. Difio, FAO. Home Economics Expert, and
Miss Ariyawathie visited the farm women's agricultural extension project in
Walagampaya village.

3. MAIN ISSUES

(a) Nutrition: we discussed nutrition programmes and research.
It seems that due to the economic difficulties the country is
facing at present, and because of crop failures, acute cases
of malnutrition are now much more frequently found in hos-
pitals whereas before they had almost completely disappeared.

W1/ DT 608




(b)

(e)

(d)

(e)

To face this situation and to distribute a high protein food to
poor children, the Government is considering, with the assist-
ance of UNICEF and Care, the development and production of
protein-rich foods. We explained FAO/ICP possibilities in
that field; it will be discussed at a Governmental meeting and
Mr. Mazumdar should inform us about the Government's pos-
sible interest in JTF assistance.

Food Policy: The present five-year plan, which I discussed
briefly does not contain any provision for nutrition objectives
and food planning and food policy. Nutrition activities are
limited to research and intervention programmes but it will
be an opportunity to greatly improve the situation by using
the results of the socio-economic survey (1969-70) to formu-
late and sound national food and nutrition policy.

Results of the Census: The food balance sheets (FBS) from
Sri Lanka show that food resources are sufficient to meet
nutritional needs (2100 calories 45g protein per capita).

But the low income groups are mal-nourished and amongst
them children suffer most. The survey indicates that
calorie and protein intakes are directly related to income.
An article prepared by L.N. Perera, S.W.M. Fernando,

B. de Mel and T. Poleman (on FAO assignment): "the
effects of income on food habits in Ceylon - The findings

of the socio-economic survey 1969-1970'" shows in a table

a breakdown of income and food consumption level. We
translated into a graph the results of this document which
indicates clearly that if FBS show a per capital availability
of about 100% satisfactory diet, in fact 50% of the populaticn,
because of their low income, have an unsatisfactory calorie
intake and about 40% a low protein intake. A study of
distribution within the families of the low-income group,

will show that children are most affected by these shortages.
(See Annex)

Future action: The discussions held in the Department of
Agriculture the Nutrition Division the University the
Bureau of Census and Statistics demonstrated that every-
thing is available in Sri Lanka in the form of information,
planning structure, skills, etc., to formulate and apply a
food policy within the national development plan. Further-
more this country is the ideal size for FAQ to assist in imple-
mentation of action programmes. It has been agreed that, as
soon as the methodology from FAQO and the final results of the
socio-economic survey are available we shall, through the
assistance of Mr. Mazumdar consider, as a joint enterprise
the study and formulation of a food policy to lead to adequate
intervention programmes and to be, in due time, interpreted
in the economic development plan.

i 0
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At present Sri Lanka faces economic difficulties which, because of the
direct link between food and income, have a direct repercussion on nutritional
status. I, therefore, suggest that the Joint Task Force on the promotion of

protein food development consider Sri Lanka as one of the countries to be
selected for further investigation for the following reasons:

_ the country is very much distribution-minded (2 measures of rice
per week are distributed free to all citizens - now reduced to 1
measure);

_  since the production of weaning food is already envisaged with
external sources of assistance;

— the road and marketing systems are rather good;
_ as an island the country is rather homogeneous and autonomous;

- the policy of the Government on foreign cooperation is
favourable (please refer to June 1972 document issued by the
Ministry of Planning and Employment, Sri Lanka). In this
regard, ICP is already known in Sri Lanka through the work
of its recent Country Mission. Perhaps a protein food project
could be one of the first test cases in implementing the guide-
lines for foreign industry participation now being prepared by
ICP at Government request.
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An=ex VI 26 March 1973 _-26-
SRI LANKA

Population: Estimated at 12.5 million in 1970, growth rate varies between 2.2%
and 2.8% annually. Birth rate of about 31 per 1,000 population, average life
expectancy 61 years. The population is composed of 69% Smhalese, 11% Ceylon
Tamils, 12% Indian Tamils, and smaller percentages of Ceylon Moors, Eurasians,
Burghers, Malays, Pak1stams Europeans and Veddahs. The population increase
is primarily due to a rapidly decreasmg death rate (thanks to an active public health
programme) and the gap between births and deaths has widened in spite of a success-
ful family planning programme aiming at reducing the birth rate to 25 per 1,000 by
1975. More than 4 million people (about 1/3) are under 16 years of age. The
urban proportion of the population is estimated at 17%. The capital, Colombo

has an estimated population of more than 500,000 people.

Education: Compulsory school free of charge, for children five to fourteen, free
secondary, college and university education. About 84% of population aged five
to fourteen are at school. Four universities graduate about 2,000 students per
year. Average literacy rate over 80%.

Geography: The 25,332 square mile pear-shaped island is positioned on the south-
east tip of India's mainland, and it is divided into a wet zone and a dry zone. About
four-fifths of land is flat or gently rolling; one-fifth a mass of hills and mourntains
located in the south central part of the island.

Religion: Buddhism is the dominating religion. The Tamils (23%) are Hindus and
about 9% of the population are Christians, 7%are Muslims.

Government: After nearly 450 years of European domination Ceylon became indepen-
dent from Britain in 1948, but still with a British monarch as titular head of Govern-
ment, with authority delegated to appointed Governor-General. Fellowing a landslide
election victory in 1970 the centre-left coalition broke the links with Britain in 1972
proclaiming the Republic of Sri Lanka which has ramained a member of the Common-
wealth. %e President 1s the former Governor, Mr. W. Gopallawa, the Prime
Minister is Mrs. Banderanaike, leader of the United National Par‘ty. The new-
administration has shown evidence of taking the country on to a far-left-of-centre
socialist type of democracy. The Island's economic development has now a more
socialist orientation and the public sector is consequently playing a dominant role in
economic development. Foreign policy has, as expected, been more directed towards
closer lil’lkb with the Communist block. State intervention and pressure on foreign
interest in Sri Lanka have increased and ther‘e has been a marked expansion of State
trading and other manifestations of economic natienalism.

Economy: The present Government inherited an extremely bad economy, principally
due to its predecessor's attempts to keep consumption levels high by borrowing large
sums of money abroad on a short-term basis. The foreign exchange predicament in
the country is hampering economic development: a 'resource gap' of close to 1,000
million Rupees to be covered by short-term credits. In the past five years there
has been a steady increase in the foreign debt component which now accounts for
27.5% of the gross debt Rupees 1,800 mn. The economic drain has also partly
been blamed on the insurrection in 1971. Gross National Product at current pnigces
in 1971 was Rupees 11,8 8 mn; per head Ripees 927. The latter shows a decrease
of 1.2% compared to the previous year. About 1/3 of the GNP is agricultural produc-
tion including forestry and flsher‘y but there exists a gradual shift away from agri=
culture toward industry and services. To remedy the difficult economic s1tuat1—on>

a Five-Year Planhas been set up for 19?2 1976 with the followmg essential elemen

(i) the maximum use of labour which is the resource available in abundance;

(ii) an investment policy which makes the best use of limited foreign exchange

(iii) the reduction of food imports by the immediate development and d1ver51f1c:at
C e
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of agriculture; (iv) full and efficient utilization of existing industrial projects;
(v) the development of a new export sector and (vi) the involvement of the people
in the formulation and execution of development projects at local level.

The terms of trade have been even more unfavourable over the last few years
due to crop failures, higher import prices and lower export prices, and the external
payment crisis is apparently moving towards its climax this year. A land reform is
in progress redistributing to landless,;land from those who own more than 50 acres.
Furthermore, an incomes ceiling legislation will apply during 1973-74 compelling
each family to pay the excess over Rs 24,000 yearly earnings into a savings account
at the Central Bank.

Money and Banking: Unit is the Rupee, divided into 100 cents, US$ = 6.70 Rupees
{official bank rate). The Central Bank of Sri Lanka (Ceylon) administers the
exchange control system, implements monetary policy, and regulates the money

supply through such techniques as open market transactions, rate changes and
changes in the minimum reserve requirements of the commercial banks.

The commercial banking system consists of twelve banks - four Sri Lanka banks
and eight foreign banks, consisting of four British, three Indian and one Pakistani
bank. At the end of 1971, these banks had 189 branches, of which the Sri Lanka
banks had 176, the British banks 9 and the Pakistani banks 4. The National Savings
Bank was established in 1971.

Prices and Incomes: Prices gained significant momentum during 1972 with clothing
prices showing a particularly sharp increase. The cost of living index rose by
about 7%; prices of home-produced goods rose more sharply than those of imported
goods. The mean size of the households is 5.8 persans; slightly higher in the urban
than in the rural areas. The average (mean) income of the households is Rs 289 per
month (urban: Rs 453; rural: Rs 246). Distribution of income is skewed: although
about 43% of all households have incomes of less than Rs 200 per month, their share
of total income is less than 20.5%. The figures include non-monetary income which
sometimes in the lower income groups accounts for up to 1/4 of the total income.

Imports and Exports Trade; Principal imports are rice, flour and sugar. Dairy

produce, fish and fish preparations are also important items. Rice has been
imported at a fairly constant rate (479,600 tons in 1970) and supplied about 30% of
demand. In 1971, however, the disruption caused by the insurgent movement
resulted in a sharp decline in trade figures. All Ceylon's wheat and wheat flour
requirements are imported - trade is increasing steadily. The tonnage in 1965 was
298,600; in 1970 620,300. Other imports have been maintained at a fairly constant
level.

Main exports are tea, rubber and coconut products which account for 84,5% of
export revenue. Fresh coconuts, cocoa and citronella are also exported. The
export of tea, which is by far the most important commeodity accounted for 57% of the
total in 1971 and has remained fairly stable over the last five years.

,Labour: The labour force is estimated at about 1/3 of the population. Agriculture
and related activities employ almost half of the labour force; services 14%, trade
and commerce 12%. Unemployment, as well as underemployment, is a serious
problem. Estimates of the number of unemployed vary between one million and
500,000 people. A crash programme in 1971 aiming at reducing unemployment
by 100,000 was a complete failure and had to be cancelled. About 100,000 young
people are entering the labour market every year but very few jobs are available.
The unemployment among the younger ones was a key factor in the 1971 insurgency.
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Transport and Communications: The Public Works Department is responsible for
about 12,500 miles of road of which about 8,000 miles are bitumenized.

In March 1968, motor vehicle registrations numbered about 158,000 including
84,000 passenger cars.

Sri Lanka Government Railway has 1,080 miles of railway track.

Sri Lanka has three ports to accommodate deep-sea vessels: Colombo,
Trincomalee and Galle. The outstanding importance of Colomb»o is indicated by
statistics showing that in 1970/71 it handled 2.8 mn. tons of cargo compared with
255,000 tons handled by Trincomalee and 59,000 tons by Galle. Colombo is also
an important stopping place on international air routes.

In 1971 Sri Lanka launched its own merchant fleet. The Sri Lanka (Ceylon)
Shipping Corporation purchased its first vessel - a 14,000-ton freighter - in March.
More vessels were acquired in 1972,

There are telegraph connections between important points on the island. Inter-
national communications with most countries are also available through the inter-
national telex service. About 58,000 telephones were in use early in 1969.

Nutrition and Health Status: An extensive socio-economic survey was carried out

in 1969/70 by the Department of Census and Statistics with FAQ assistance.

Figures derived from the food balance sheets show a per capita daily availability

of about 2,100 calories and 45 g. of protein of which 12-14 g. are of animal origin

(the per capita daily recommended allowance for Ceylon is 2,200 calories). When
broken down by income groups however there is evidence of malnutrition, especially
among children of the low-income bracket (43% of households in Ceylon have a monthly
income of less than Rs 200). In this group two-thirds of the income is spent on food
(excluding liquors). The survey points to the existence of protein-calorie deficiency
and a lack of riboflavin, calcium and iron in this group. Malnutrition is most prevalent
among the urban poor. Among the vulnerable sections nutritional anaemia is prevalent
because of iron and folate deficiency.

Food Habits: Contrary to experience in most countries the proportion of starchy staple
foods in the diet does not decline significantly as income increases. Consumption of
the principal sources of vegetable proteins, rice, pulses and coconut, also remains
constant through the income groups though the animal protein component varies between
13% and 26%. Milk, milk products, meat and fish begin to increase after the Rs 400
threshold.

The Sinhalese are very fond of sweet drinks especially highly sweetened tea and
malted milk.

Though the population of Ceylon is composed of a number of ethnic groups, dietary
habits vary comparatively little among them. There are some differences of ingredients
based on religious beliefs, but basic foodstuffs and cooking methods are essentially the
same. Muslims use a wider range of protein foods than the Sinhalese who strictly
speaking should not eat mamalian flesh. Fish is a popular and frequent item of diet.
Most main dishes are composed of rice and curries containing meat, fish, vegetable or
egg.

In the low income brackets meat or fish may not be included in the curries more
than three times a week. Income tax payers are now excluded from the free rice
rations which were once distributed to all.
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- Bread because of its convenience is popular among families in which the housewife
goes to work.

4

There are few, if any, taboos on diet during pregnancy. Within the family it is the
almost universal custom to offer solid foods to the child only to a limited extent before
the end of the second year. Rice is usually eaten sparingly only after the first birthday
and curries towards the end of the second year.

Raw Materials: Home production of rice increased steadily until 1970 when there was
a drop from 1,616,000 to 1,374,000 tons. This decline is continued into 1971 because
of the adverse political situation and was worsened by a poor harvest in 1972. This
also affected tea and coconut production. Home-grown products which do not reach
the export market are maize, sorghum and millet, cassava, potatoes, yams and sugar,
cashew nuts and groundnuts, sesame seed and mustard seed.

With the exception of sorghum and millet, production of these commodities has
increased in the 1965-70 period.

Mung beans, dry peas, cow peas, lentils are largely imported.

‘A variety of spices is consumed. Ginger, turmeric, pepper, cinnamon and
cardomom are home produced - pimento and coriander are imported.

Government Policy on Investments: Total investment in 1971 (private and public)
accounted for Rs 2,186 mn equivalent to 17% of GNP.

The ambitious Five-Year Plan stipulates a total investment of Rs 14 billions of
which private (foreign and domestic) is expected to account for about 50% . A "white
paper' on foreign private investments was issued in 1972 recognizing the importance
of private foreign investments to the economic development of the country. Foreign
investments will be particularly encouraged in fields which will increase exports and/
or substitute imports. Foreign investors are also welcome to participate in one of
the many existing Government-operated industries. Incentives are offered foreign
investors, e.g. tax inducements including development rebates, five-year tax holiday,
permission to remit profits and interest due to non-risidents, and repatriation of
capital. A firm assurance has been given that in the event of nationalization of any
property owned by a foreign investor, prompt and full compensation will be given.

In all matters related to business activities, foreign investors will be accorded
equality with local investors.

The Government is particularly interested in attracting foreign investors to the
proposed free trade zone in Trincomalee (port in North East). A large number of
foreign companies have shown an interest in this project.

In spite of the Government's seemingly positive attitude towards private investments
it has attracted criticism for its treatment of private industry: '"private industry is
hamstrung by administrative regulations and licensing delays and discouraged by
pronouncements about future nationalization..." (World Bank Report 1972).

Manufacturing Industry: The relatively modest place of the manufacturing industry
in Sri Lanka's economy is indicated by the fact that it still contributes less than 13%
to the GNP against 33% by agriculture and related activities.

Over 80% of the Island's industry is concentrated in the Western Province
particularly in and around Colombo. Consumer goods' production predominates
but in recent years the basis of production has been broadened, notably by the setting
up of the oil refinery and a small steel plant. Most recent expansions in manufacturing
have been carried out by the public sector corporations which in 1971 accounted
for 30.3 per cent of total industrial output.
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Industrial activity, however, depends heavily on imports of raw materials and
components, and output growth, which in 1970 had already declined because of the
tightening of import restrictions made necessary by the serious exchange shortage,
was further impaired in 1971. Data published by the Central Bank show that the
value added in manufacturing at constant prices rose in 1971 by only 3.3 percent
compared with 5.9 percent in 1970 and 9.2 percent in 1969.

As of 1970 primary attention has been given to what are regarded as "essential"
industries; these include textiles, salt, cement, plywood, fertilizers, ceramics,
steel, petroleum, tyres and cast iron products. However, primary export commo-
dities — tea, rubber and coconut - will have to remain at the centre of the economic
growth. One-third of the total industrial production (valued at Rs. 2,239 mn 1971)
is food, drink and tobacco products, most of it in the private sector. In 1966,

65 medium-scale and 100 small-scale units were involved in the production of food,
beverages and tobacco. Among these industries were the biscuit, jam and jelly
industries, the meat preservation, packing and canning industry and the beer,
cigarette and match industry.

Public Information and Marketing Facilities: The press plays an influential role in
the life of the country. In early 1969 there were about twenty daily newspapers with
a combined circulation of nearly 600,000. The total circulation of the fourteen
weekly newspapers approached one million.

The publicly-operated Radio Ceylon has two channels, one commercial service
with light entertainment, one national service with more serious and educational
programmes. In 1968, there were an estimated 550,000 radio sets in the country.
There is no television broadcasting in Sri Lanks,but a total of 265 cinemas, with a
total weekly admission of 2.4 million, allow advertising.

A few companies operate outdoor advertising, which largely consist of hoardings.
No direct mail agencies or institutions exist; most of this work is carried out by
advertising agencies.

The retail and wholesale infrastructure is fairly well developed and assistance
in promoting products is offered by some 20 advertising agencies. Market research
facilities are reported to be very limited. The large companies operate their own
independent research departments. The practice of public relations is in its infancy.
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Summary

o The mission of the Co—Chairman and Secretary of the FAO/Industry Joint Task
Force (JTF) on Protein Food Development was an exploratory one, to learn at first
"hand the Kenyan Government's approach to improving the country's nutritional status.
The objective of the JTF is to make a lasting and viable impact on protein/calorie

malnutrition in one or more developing countries.

PCM is relatively widespread among pre-school children in Kenya and the mean
daily protein, fat and carbohydrate intakes of the average adult are below the
recommended daily allowances.

The Kenyan Government is addressing itself to the formulation of a food and
nutrition policy and presently places special emphasis on food production. There is keen
awareness of the importance of nutrition in economic and social development, but a
coordinating body is needed to ensure that a coherent policy is pursued with effective
programmes of action.

Several companies in Kenya are deeply involved in the development of protein-rich
foods and there is little scope at present for constructive intervention in these plans by
the JTF, which encourages the Government to give every assistance possible to industry
efforts aimed at improving the nutritional status of the population.

While a major attack on PCM is not possible, several indirect possibilities were
identified. Kenya has an abundant milk supply about 40% of which is processed, mostly
for export. About 50% of Kenyan families consume fresh milk regularly, and a
campaign to increase the consumption of milk should be studied. In addition, in order to
improve the financial condition and poor profitability of the Kenya Cooperative
Creamery (KCC), new milk-based products and advanced uses of the large quantities of
milk waste should be investigated.

Kenya presently imports almost 50,000 tons of oils and oilseeds. Average daily
intake of fat, essential to efficient use of other nutrients, is relatively low. The Kenyan
Government considers the development of an oilseed research and production programme
'as a top priority, consistent with its aims of increasing agricultural production and
raising the cash income of the farming community. The JTF has taken the initiative of
proposing this research programme to the Swedish International Development Agency for
extensive bilateral financing from 1975-1979. The JTF will also enlist the support of
ICP member companies to supply some of the necessary inputs - seeds, pesticides and
fertilizers - and whatever technical advice may be required for effective implementation.
The proposal is that this programme should be on extension of the present FAQ/Fertilizer
 programme in Kenya.
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The Purpose of the visit

The main purpose of the visit was to try to enlist the support of the Kenyan Govern-
ment for the potential intervention by the JTF in combatting protein deficiency in Kenya.
This entailed wide-ranging discussions on the nutritional status of the average Kenyan
family, the Government's targets for nutritional improvement programmes and the
scope for an industry based initiative.

The nutritional status of Kenya

There is no doubt that protein/calorie malnutrition (PCM)}, as medically defined,
1s widespread in Kenya. About one-fifth of the total population and about half of the total
child population display at least some symptoms of PCM, This is an uncomfortable
statement and one which many people challenge not only because it is uncomfortable but
also because throughout most of Kenya there are few visible signs of people suffering
from a poor diet or a plain shortage of food. Nevertheless, informed opinion holds that
there exists enormous scope for improving and enriching the daily protein and calorie
intake of the average Kenyan diet and that, until this can be achieved, there can be no
impact on the primary or secondary consequences of PCM. While primary consequences
are not common - kwashiorkor,for example -, the secondary consequences, which
drastically affect educational attainment and productivity rates, will be of increasing
importance to Kenya, which possesses many favourable features for rapid agricultural
development and industrial take-off.

In general, there are two main diets in Kenya. The major part of the population
depends on a maize-based diet, improved by varying amounts of meat, green vegetables
and fruit. A small proportion of the population, living in areas surrounding Lake
Victoria, eat fish, while the Masai people a little further to the north depend on their
cattle for a relatively rich diet of meat, blood and milk. As a very rough guide, the
mean protein and calorie intake is 80% of daily requirements: the range of intakes,
however, is wide and the modal intake would probably be considerably lower.

It is not the present nutritional status of Kenya, however, which gives rise to
greatest concern. The prospects are that the present situation will get worse rather than
better, at least in the short term, unless fundamental changes are made to some of the
most basic features of Kenya's total agricultural policy. There are many foundations
for this rather alarming pessimism bound up, as they are, with an analysis of why PCM
exists at all in Kenya and what the most likely outcomes of past and present policies
will be.

In Kenya the incidence of PCM is closely linked with the system of land tenure.
The average small-holding is about 1.5 ha. and this includes a vast number of very small
""'shambas'" on which relatively large families depend for supplementing their regular
needs of maize and vegetables. Holdings of this size are too small to support the average=~
sized Kenyan family with the food they need to survive and with the cash income needed
to meet expenditures on school fees and other amenities for the smallhelding and for the
family itself. Moreover, in the face of a rapidly increasing population and changes in
land use, many people believe that the available land per family is actually decreasing,
thus aggravating a situation which is already in many cases bad.

Largely through the prices of maize and milk the small farmers are encouraged to
sell crops and products for cash, rather than consume those marginal quantities of
maize, meat, and milk which would allow a satisfactory diet to all members of the
family. It is likely that this trend will continue as pressure on available land continues,
and as the need and ambition for the things which more cash can buy become more
pressing. For most Kenyans an improved diet is a very low priority when compared with
other competing applications of their cash income.



Severe PCM is only really prevalent in drought-stricken areas such as Machakas,
and in the urban slums of Nairobi and the other larger towns. In common with many
other developing countries the rate of growth of the urban areas is extremely high as
people, especially the young, leave the rural areas to live with (or rather off) their
kinsmen, while in search of improved education or a more highly paid job. This
extended family system both accelerates the population growth in the urban areas and
removes the potential benefits to the established city-dwellers of the higher wages in
the cities. Unemployment and underemployment are therefore prevalent features of
these rural refugees to the cities , while the reservoirs of casual labour needed in the
tea, coffee and cotton plantations of the rural areas are now increasingly rare.

Finally, the need for improving the medical services,the educational system and
social welfare schemes is clear. It is unlikely that the Kenyan Government can devote
the resources necessary to develop these at the rate required by its growing and more
sophisticated population. While this natural bottleneck will not necessarily worsen
Kenya's nutritional status, it will restrict the process of development and cause
additional bottlenecks elsewhere in the system.

The Government's Targets for Nutritional Programmes

Members of the Kenyan Government and of the Civil Service are keenly aware that
[Kenya's nutritional status can and should be improved. But it is by no means a priority.
Future National Plans will be more concerned with unemployment, agricultural production
and foreign exchange savings than with nutrition. A very important factor in tuture
planning will be food production, and the target is to put together a coherent policy on
nutrition which could be incorporated within a policy to increase food production.

There are two main difficulties in the formulation of this policy. Firstly, there
is scepticism as to the benefits of such schemes as the School Feeding Programme
which have already been tried and which tend to reach only children of affluent parents.
Secondly, the field of nutrition covers many different Ministeries and coordination among
them 1s not easy.

In spite of these limitations the Kenyan Government is determined to identify
the nature and scope of the nutrition problem in Kenya, to formulate the necessary policy
and to devise the appropriate machinery for putting it into action. A WHO expert will
already have submitted his report and recommendations to this effect.

In the future expectation of a more integrated nutrition policy, the Government is
considering several priority undertakings which would have an impact on the Kenyan diet.

Kenva is in the paradoxical position of having a large milk supply - about
800,000 litres/day - and relatively high incidence of protein deficiency. Milk supply
and distribution are complex issues with implications reaching beyond the narrow field
of nutrition. Moreover, since the Kenya Cooperative Creamery has an accumulated
deficiency of K £ 1.25 m, the Government has additional reasons for finding a viable
solution to problems of the milk market.

In 1971 Kenya imported about £ 1.9 m of edible vegetable oils and fats, when the
ecological and climatic conditions of Kenya are basically favourable to oilseed crop
production. A UNIDO report of November 1972 makes some detailed and specific
‘* proposals on developing the production and processing of oil crops, and the Government
gives top priority to the accomplishment of these recommendations.

The Ministry of Industry has also studied a number of investment opportunities,
broadly in the food field, to which it attaches priority and which would benefit from
liberal Government investment incentives. These include the manufacture of milk
biscuits, frozen foods and the processing and canning or dehydration of vegetables.
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While none of these pro’ects is specifically aimed at nutrition, the implementation
of any one of them would be a step forward in the development of the food industry in
Kenya, and would contribute to the rising rate of economic progress.

The scopefof‘an industry-based initiative in protein food development

The Kenyan Government, in the pursuit of its goal for economic and industrial
development, plans priority, and indeed preference, on the private sector, although in
meat and milk in the food sector there are two notable cases of Government intervention.
Nairobi, as the '"de facto!' centre of industry in East Africa, gives a clear impression of
being a thriving business centre and the regional headquarters for Kenya or East Africa
of many large international and domestic enterprises. The market in Kenya is relatively
small, comprising about 12 million inhabitants of whom about 3 million, or 500 thousand
families, are in the cash economy for repeat-purchase consumer goods. The consumer
goods market in Kenya is lively, compact and competitive, and companies operating in
it generally earn good returns on their invested capital. It is clear, however, that
Nairobi is exceptionally well developed in its business climate but that the remaining
towns and country areas of Kenya present a rather different picture.

On its arrival in Kenya the JTF mission's working hypothesis was to investigate the
problems and opportunities of developing a project concept in high protein weaning goods.
Qur judgement is that this is not a practical proposition for the JTF at the present time.
The major reasons for this are, firstly that it would be anomalous for the JTF to act on
its own initiative until the Government has formulated a nutrition policy; and secondly,
that several large companies already well established in Kenya have either experience in
high-protein food development or advanced plans for launching protein-rich products on
the Kenyan market. It is possible that, at some later stage, the JTF could assume a
positive réle in assisting present developments to be made available to the more
vulnerable consumer groups, but this is unlikely to be possible before 1974. The JTF
hopes that the Kenyan Government and the agencies of the UN system will give every
possible assistance and encouragement to local companies in their efforts to market
protein-rich foods, and especially to bring those within the reach of the more vulnerable
consumers. In our opinion strong local companies, who have the experience and
motivation to succeed in this difficult field, offer better prospects than any endeavour by

the JTF.

Although a traditional weaning food-type project is not a realistic proposition at the
present time, there are two opportunities which lend themselves to industry participation
backed by the JTF. These are the milk industry and the oilseed crop programme.

a)  The Milk Industry

As already stated above, Kenya is in the paradoxical situation of having a relatively
high incidence of PCM among pre-school age children, and a relatively large supply of
liquid milk. At the same time, the milk industry has implications, economic and
political, beyond the terms of reference of the JTF mission. However, two new factors
serve to emphasize the importance of reviewing the alternative strategies of the Kenya
Creamery Cooperative (KCQ); the UK's admission to the EEC and the financial problems
of the KCC itself.

For several years the KCC has depended to a great extent on its ability to export
processed milk products - butter, cheese, skimmed milk powder - and these amount to
about 40% of the total daily milk supply of 800,000 litres. These products are not now as
profitable as they once were, the markets for them are less assured now that the UK is a
member of the ZEC and, owing to increasingly attractive prices for milk at the farm
gate, the supply is maintained at relatively high levels often leading to heavy surplusses
going to waste.
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We realize that the foreign exchange earnings from éxported milk products are
a vital consideration. At the same time Kenya is in the privileged position of having
an abundant supply of the most efficient source of protein for children - liquid milk.
We therefore believe that the Government should discuss new ways of stimulating the
consumption of liquid milk among pre-school age children, especially in the city areas ,
but also in the more far—flung rural areas in the dry regions. Ihese methods should
extend beyond the existing differences in the price of milk between the urban and rural
areas. The JTF has discussed this question with a leading company in the dairy
products field: we shall reply with specific suggestions of proven means of stimulating
milk consumption. In the longer run, however, the need is for an educational campaign
at all levels which emphasizes to mothers and children the pleasurable benefits of
drinking milk: it is most important that milk is not presented as a medicine.

From the nutritional point of view there is a need to stimulate the consumption of
milk especially among the vulnerable groups. From the business point of view there is
a need to improve the profitability of the KCC, whose financial condition is the ultimate
responsibility of the Government. We are aware that the Ministry of Agriculture is
deeply involved in all aspects of the management of the KCC and is backed by some
local and expatriate experts experienced in the development of the milk industry.
Nevertheless we believe that there are two approaches to improving the KCC's profita-
bility, on which work should be intensified.

Firstly, there should be investigations into the use of milk waste, especially of
whey, as a useful animal feed. At present, the whey is not used in any significant
quantities. This is not only a waste of a useful by-product from milk processing but is
also a potential threat to the environment. Milk waste is probably one of the most
significant, untapped sources of protein and the technology exists for extracting the
unwanted minerals from the milk waste to yield an efficient source of edible proteins.
The KCC should initiate a programme of investigation into the market demand, for pig-
feeding for example, for milk waste products and the technical processes required.
Recent advances indicate that the extracted proteins, using reverse osmosis, can be
used for human consumption and the main problems lie in the handling of the whey before
processing and the disposal of the water afterwards. The use of whey for animal feeding
has an interesting aspect related to the dairy industry itself: by manufacturing whey
blocks, similar to salt blocks, calf-losses in dairy herds can be reduced thus reducing
mortality rates, and increasing the rate of stock growth.

Secondly, the KCC should investigate possibilities of extending its product range
even further. While in the short term this might increase its financial burden by greater
R & D expenditures and increased investment in fixed assets and working capital, in the
longer term this diversification programme would serve both to improve KCC's
profitability and to increase the impact on the nutritional status of the population.
Products that might be investigated are milk-based beverages, ice-cream, milk biscuits,
filled milks, condensed and evaporated milks and yogourt. The JTF has already begun
discussions with ICP members to draw up specific proposals on the possible diversifi-
cation of KCC's product range, bearing in mind that KCC has already done a great deal
of work on these and similar products.

The JTF's working hypothesis is that KCC should consider a new stage in its
development involving a larger stake in the milk market to include products aimed
specilically at improving Kenya's nutritional status. Such an intensification of KCC's
operations suggests the need for examining alternative structures of KCC itself,
without in any way changing the basic relationship between KCC and the farmer. One
appiroach which has considerable 'a priori! advantages would be to 'farm out' on a
concession or management contract basis some or all of the processing plants
currently operated by KCC. In this way KCC would retain its position of a milk
marketing agency buying milk from the farmers and selling it to the processing plants,
but would be freed of the commercial risks of converting liquid milk into milk-based
products. Moreover, the JTF is wholly convinced that in Kenya orderly competition
and the prospects for satisfactory returns on investment to private organizations are
the most effective stimuli to ensuring the best use of Kenya's liquid milk production.
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b) Qilseeds

In 1971 Kenya imported about £ 1.9 m ($ 5.4 m) of edible vegetable oils(l). In total
Kenya imports about 50,000 tons of oilseeds per vear(2). The Ministry of Agriculture
considers that a programme of research into the production of oil-bearing crop v_ar-ieties
is a priority, and the Ministry of Industry is concerned to ensure the modernization of the
oil extracting industry which, owing to shortages of seed for crushing, has become
obsolete in recent years.

Cottonseed is the only oilseed presently grown in Kenya in any significant quantities
(13,000 tons in 1971), but this is not an important factor in the total demand for oil as
cotton is used more for lint. Many experiments have been conducted in soyabean
production, but these have been disappointing unless irrigation is available. Kenya's
need is for high oil content crops which can thrive in non-irrigated areas, rather than
for the cake from crops like soyabean. The UNIDO expert has identified five crops as
especially suited to Kenya's conditions: sunflower, safflower, rapeseed, castorseed and

linseed.

At first glance the question of ocilseeds has little relevance to protein-rich foods.
However, the mean daily intake of fats in Kenya is relatively low and this hinders the
body's efficient use of protein. As a WHO/FAQ/UNICEF report on malnutritionin Kenya
said: "When a diet meets the recommended allowances, the chief nutrients should be
represented approximately in the following ratio: Proteins 10 cal. %; fat 20 cal. %;
carbohydrates cal. 70% ..... It is obvious that a typical rural diet is without exception
very low in fat content. The calories lacking from fat are replaced by the calories from
protein (usually protein of vegetable) and carbohydrates. Because the consumption of
calories was low in many cases, it is believed that an increase of fat in the diet (butter,
vegetable oil, cheese etc.) would help to improve the feeding pattern and supplement the
calories!!,

For these nutrition reasons alone the JTF supports the Government's and FAO's,
and UNIDO's, concern to develop oilseed production and processing in Kenya. Moreover,
the demand for oilseeds is likely to increase strongly in the remaining years of this
decade and the long-run trend for oil prices is firm. Kenya should therefore explore not
only the potential for self-sufficiency in edible oil production but also, in the longer term,
the prospects for exporting oil or oilseeds. The successful implementation of an oilseed
production programme would provide substantial quantities of valuable protein. The JTF
therefore also has a long-range interest in such a project to make these proteins
available to the more vulnerable consumer groups - weaning foods, for example - and
to the livestock industry .

To accelerate the oilseed research programme the JTF has discussed at FAO
headquarters and at FAO, Nairobi, the possibilities of extending the FAO/Fertilizer
Industry Programme in Kenya to take in the oilseed research programme. Furthermore,
there is a possibility that major bilateral financing will be available from 1975 through the
Swedish International Development Agency for a 5-year project, to continue the work of
the FAO/Fertilizer Programme and to incorporate in the Programme this research
component. The JTF will consult members of ICP to see whether they would support
this Programme by providing free, or at low cost, inputs such as seeds, fertilizers and
pesticides, and any intangible assistance that would accelerate the implementation of the

programme.

(1) Kenya's Abstract of Statistics 1972, Table 67(a), p. 62
(2) UNIDO: 'Development of Oilseed and vegetable oil production', 1972
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GUIDCLINES FOR THE PREPARATION OF

RURAL DEVELOPMENT PROJECTS

1. INTRODUCTION

1,01 Historiocally, most agriocultural projects finanoced by international lending
institutiona have emphasized one key element in the productive prooess, such as
the provision of irrigation water or the development of a particular line of
production such as a orop or livestock products. Inoreasingly in recent years,
however, interest has turned to more comprshensive *ypes of project involving a
multi-sectorial approach to the problem of raising the incomesof the rural poor.
The objective, as in the case of more conventional types nf project, is bamically
to increase the farmers' productivity, but the tendenoy now is to link this with
oconocurrent investment in more socially-oriented activities, like the provieion of
improved drinking water supplies, health and education facilities, etc. Such
activities might be expected to reinforce the techniocal improvements in farming
operations or to bring about advances in general standards of living of sections
of the rural community not immediately real zable through productivity increases
alone.

1,02 There is, of course, nothing new in a "paockage approach" to investment
projeots. Irrigation projects commonly include provision for on=farm development,
access roads, the supply of farm inputs, etc. to ensure the maximum possible
realization of the potential benefits from the new water supplies. A cotton .
development project might quite normally include facilities for processing and .
marketing as well as the basic component ooncerned with production of the crop
itself, Such commodity specific projects and many other types often also include
training facilities if the assurance of an adequate supply of skilled labour is
essential to the success of the project. Land settlement projects inevitably are
comprehensive in their socope, including such elements as roads, water supplies,
housing, etc.

103 It is still possible to distinguish a separate category of projects whioch
might be labelled "rural development projects', Although there is no precise
borderlinebetween these and some other types of project the particular characteristiocs
of a rural development project might include the following:

- normally it would be concerned with improving the status of existi
farmers in the project area (in contrast to land settlement projects
which usually are concerned with the movement of new settlers into
virgin, or sparsely populated, areas);

- generally the beneficiaries under a rural development project would be

low income groups with per caput incomes below, say, 40% of the
national average and probably occupying extremely small holdings;

- the numbers of individuals reached in some way by the project would
normally exceed those covered by agricultural projects;



- while some clements of the project presumably would be concerned
spenifically with agricultural prqductian, the main emphasis would
be on rural infrastructural works and social facilities;

- while most rural development projects probably would be area specific,

their geographical coverage on average might be expected to be broader
than that of agricultural projects and dictated principally by

socio=political faotors;

- the organizational structure of rural development projects typically
would require the cooperation and coc-dination of a greater than usual
number of govermment or other entities;

e gince rural development projects blend social and sconomic elements,
the overall internal economic return would tend to be lower than
customarily expected by international financing agencies for agricultural
projects, although this is not necessarily so.

104 The one common element of rural de.slopment projects will be their orientation
towards relatively large numbers of peorle in "low income" groups. DEven the low
income concept is open to a variety of different interpretations, but it is
puggested herein that it should be related to an assessment of minimum human
subsistence needs in individual countries or to a certain proportion of the national
average per caput income. The benefits to these groups may take such forms as '
raising their agricultural output, improving their health and education, expanding
the communications on which they depend, improving their housing, providing
commnity facilities, such as drinking water supplies, mecting cenires, etc. The
approach might be multi-~sectorial; that is, undortaking several of these activities
simultaneously in one package. Alternatively, it might be sequential; dealing with
one aspect at a time. [Purthermore, the action might be directed to a locality, to

a region, or to a nation as a whole. 1/ In either event, the oribéntation towards

the target income group will be the prime consideration. Thus if a specific area

or rogion ie selected, it iz assumed that it would be one where rural poverty is

a particular problem and deserving of priority attention within the country.
Similarly, if a single line of action is proposed, the expectation is that it will
be the one considered most crucial to the well=being of the rural poor.

1.05 The present guidelines are intended for the use of national and international
officials concernod with the preparation of such types of rural development projects.
It is recognised that no single set of guidelines can be drawn up which would meet
all of the situations likely to arise in practice. However, the very complexity

of the task of formulating a rural development project and presenting it in a
coherent way suggests that it would be useful to indicate how the types of
distinguishing characteristics referred to above would finl expression in the layout
and presentation of a feasibility report. To the extent possible, the general

format proposed for agricultural projects in other (uidelines in this series has
been adhered to.

‘l/ Clearly, a project is rarely likely to be both multi-sectorial and nationally
oriented.



1406 While the guidelines are concerned wiih the presentation of the final
feasibility, or "preparation", report it needs to be borne in mind that project
preparation is only one stage in the so-called "project cycle', This normally
proceeds in three steps (not always perfectly distinet) from project identifiocation
through project preparation to project appraisal. Project identification and
Preparation are the responsibility of the governments concerned (with or without
oxternal assistance) while Project appraisal is the responsibility of the potential
financing institution. In respect of rural development projects the cycle is
likely to have two aspecial features:

(a) it is likely to stretch over a longer period because of the relative
complexity of the project; and

(b) the technical input required to take the project through the three
phases proceding actual implementation may be more diverse than that
required for oonventional projects.

1,07  The implication of the foregoing is that the preparation of feasibility
studies in this field is likely to require relatively heavy inputs of manpower

and other resouroces. It is thus more than ever egsential that govermments and the
local communitiee affectod should commit *“cmselves fully to the exercise at the
project identification stage. It might be expected ~ and experience confirme thig -
that political considerations will assume more prominence during projeot g
identification than is normally the case. For obvious reasons, such considerations
influence partioularly the location of the projocts At the identification stage it
is algo importantt» ruach general agre.ment on the limits to the scale of the projecte.

1,00 Obviously no general guidance can be given here regarding scale since the
oriteria will vary considerably from case to case. Some relevant practical
considerations are:

(a) the implementation capacity of institutions to be involved in the project;

(v) the willingnegs of the government to assume continuing responeibility
for meeling recurrent costs associated with the project after the
initial investment;

(¢) any requirement considered necessary to "tailor" the scale of the soocial
element of the project to the scale of the directly productive element
BO as to improve its economic status;

(d) possible reluctance by governments of countries with widespread poverty
to allooate heavy inputs of resources to multi~sectorial projecte in

specifioc localities;

(e) the level of funds likely to be available from potential financing
institutions,

1.09  After such issues are resolved, strong project preparation teams representative
of all institutional and other interests involved are required to undertake the
work of completing the feasibility study along the agreed lines. Ixperience shows



that foreign assistance can play only a limited role in furthering this work. A
common method is to assign overall responsibility for putting together the project
and integrating the various components to a emall group set up within one

government agency, such as a planning authority. The specific studies and proposals
for the different sectors are then performed by the relevant government bodies or

by local consultants, guided and coordinated by the core group.

1.10  Whatever the method chosen, the core group should have access to independent
expertise to critically review the specialized fields (irrigation, civil engineering,
disease control, etc.) in which proposals have been made by govermment agencies.
These services can be provided by the FAO/World Bank Cooperative Programme, by
consulting firms (usually in relation to a partirular component of the project) or
by other sourcees with experience in investment project analysis. The FLO/World

Bank Cooperative Programme can also provide more general assistamoce to governments
of tho type represented by these guidelines.

2. FORM OF REPORT

2,01 The substance of a feasibility report (also commonly called a project
praparation" report) obviously is more important than its format. However,
experience has shown that most projects are adaptable to a fairly common form

of presentation. If this format is followed it is likely that both the writer
and the reader of the report will benefit: the writer is thereby subjected to an
intelloctual discipline in putting forward the case for the project under review;
and the roader, hopefully, benefits also from having a narrative which succinctly
conveys only such information as is necessary for him to form his own conclusions
regarding the worthof the project, both technically and economically.

2.02 Tiegardlecs of the type of project, the feasibility report must provide:

the background and rationale for the project, including an analysis of the
alternativesavailable; the detailed project proposals; the manner in which they
would be implemented; and finally the economic (or social) justification for the
project. Obviously, differcnt elements of the report will neced different emphagis
and depth of treatment from case to case. Rural development projects, as a group,
are likely to require more than usual attention to the development options
oonsidered bofore deciding on the onc proposed, to organization and management,

to the impact of the projeot on its beneficiaries and to the financial implications
for the government.

2,03 The writer has to exercise mature judgement in determining the depth of
treatment of the above points and other features of the feasibility report,
including its. length, As a rule of thumb, the objective might be a short main
text of no more than 50 pages supported by a series of annexes, possibly in a
Separate volume. As far as possible, the main text should present the project
in a form in which a layman can understand it, reserving specialized back=up
information (including maps, charts and tables) for the annexes.



3« TYPICAL REPORT OUTLINE

3.01 Following is an outline of a typical feasibility repert on a rural
development project presented in the form of a Table of Contents for such a raeport,
The remainder of the text of these Guidelines is in the nature of an elaboration
of the Table of Contents and follows the Same Bequence.

SUMMARY AND CONCLUSIONS

L INTRODUCTION
II. BACKGROUND

A.  The Country and its Characteristios

B. Current Economic Situation

Cs Importance of Agriculture in the Eoonomy and Resant Achievements
D. Income Distribution and Poverty '

IIT. RURAL DEVELOPMENT STRATEGY AND PROJECT CONCEPT

A. Tural Development Programme
B. The Project Conocept
Ce Selection of Projoot Area

IV, THE PROJECT AREA

A. Physical Features

Climate

Geology, Soils, Topography

Water resources and drainage
B, Economic Bage

Agriculture and Livestock
Other primary seotor activities
Other economic activities

Ce Socigl Features

Land tenure and size of holdings
Population and migration

Labour supply and employment
Income levels

Ds Infrastructure and Social Services

Roads, bridges and transport facilities
Water and electricity services

Storage and marketing faoilities

Social services




E. Government and Private Institutional Structures

National and Provincial Governments
Local Government.
Agricultural institutions

V. THE PROJECT

Qe Description
B. Detailed Features

Farm Development

Supporting Infrastructure and Equipment
Supporting Services

Social Bervices

Ce Implementation Schedule

D. Cogst Estimates

Capital Copt Eptimatces
Annmual Cost Estimaces

E. Financing
Fe Procurement

VI. ORGANIZATION AND MANAGEMENT
A. Central Authority
B. Ancillary Dntities

VII. PROJECT BENEFITS AND JUSTIFICATION
A. Economic Benefits
B, Social Benefits
Ce Sensitivity Analysis

VIII. TFINANCIAL IMPLICATIONS FOR GOVERNMENT

IX. QUTSTANDING ISSUES
A. Policy Issues
B. Measures to be taken before Appraisal

ANNEXES



4o COMMENTARY ON REPORT OUTLINE

SUMMARY AND CONCLUSIONS

0.01 The main purpose of the summary and conclusions is to give the reader
very briefly the essential elements of the project. The seotion should cover
in not more than two/three pages: project priority, purpose and rationale,
location and scope, beneficiaries, main components, development period; cost
estimates and anticipated financial and economic resulis.

I, INTRODUCTION

1.01 The introduction should mention very briefly the reasons behind the
decision to propare the project, and its major cbjectives, together with a
history of preparation work. It should identify the authorities with major
responsibility and those cooperating within ‘the country, and indicate any extermal
agsistance received (UNDP, FAO, FAO/World Bauk, oonsultants, etc.).

II. BACKGROUND

2,01 The purpose of this chapter is to describe the national setting - physiocal,
political, social and economic = for rural development. It should in this way
demonstrate the need for a project in rural development and the level of commitment

of government to the project approach. It is at this point that the tendengy for
reports to become discursive is greatest and the writer should exercise strioct
discipline to ensure that only material directly pertinent to the project is presentedy

A. The Country and its Characteristics

2,02 A brief description of the major geographical and physical features,
population, and the regional distribution of natural resources should be provided
here.

B. Current Economic Situation

2.03 This section should cover only any features of recent cconomic developments
which have a bearing on the proposed project and on the alternatives studied.

C. Importence of Agriculture in the Economy and Recent Achievements

2.04 The text should again bear directly on the project which is to be proposed,
particularly with a view to providing the setting for the directly productive
elements of the project as distinct from the social elements.



D. Income Distribution and Poverty

2.05 A discussion of income distribution end poverty has obvious importance in
the preparation of a rural development project sinoe such projecis are intended to
benefit primarily low income groups. The informatioen presented at this point should
perve to establish the framework for the eventual justification of the selection of
a partioular region, locality or line of action for priority attention under the
projeot. It should cover available information on income distribution on a national
basis and give a regional or social dimension to the data. It should identify as
closoly as possible the rural poor and the main target group (eege the poorest 40%
of the population) to be assisted by the project.

ITI. RURAL DEVELOPMENT STRATEGY AND PROJECT CONCEPT

3.01 The main purpose of this chapter is to explain how the project inserts
itself into a realistic rural development policy and how and where to approach the
problem.

A. Rural Develorent Programmes

3.02 The ourrent govermment strategy and ongoing and planned programmes to
alleviate poverty in the rural areas should be described and discussed. The
section should contain a concise description of the institutions responsible for
development and social services, and any existing mechanisms for ocoordination, on
a national basis.

B. The Project Concept

3,03 This section should weigh up alternative means of promoting developmenti in
the region or among the target group described in Chapter II (Section D) and should
justify in broad terms the approach to be adopted in the project. The section
ghould weigh the various options open, their likely impact on production and living
gtandards and any associated disadvantages. TIor instance, if a commodity specific
approach to improving farm inoomes is advocated over a multi-sectorial regiomnal
development approach, the reasons (e«gs low cost, wide applicability, technological
simpliocity, administrative practiocability, etoc.) should be revieweds The reasons
for rejeoting any other project proposals also should be given.

Ca Selection of Project Area

3,04 This seotion followe the discussion of income distribution and poverty and
the description of existing and planned rural development programmes.It should
Justify the selection of the partioular area or region (if the project is location
specific) and assess its priority for development in terms of the incidence of
poverty, the inadequacy of existing programmes or investmenis, and its potential.

It is possible that political considerations may play an imporiant role in selecting
the area, and if so, these should be brought out.



IV, THE PROJECT AREA

4.01 The purpose of this chapter is 1o highlight the partiocular advantages and
problems of development in the area selected, to review the resource base and to
identify the potential for improving the standards of living of its population.

As in Chapter II, the desoriptive material should be restricted to that which

has a direct bearing on the proposed project. The presentation should be essentially
interpretive: summary tables may be presented to illustrate the ourreat situation

but all detailed material should be assigned to annexes.

A, Physical Features

4,02 Physical features to be described should cover the main geographical and
topographical features of the area and should relate tho area to other important
features of the country as a whole. The prineipal ohjective is to show that the
olimate and soils are suitable for the crops (or types of livestoek production)
Propeosed.

Climate

4.03 This should cover rainfall (monthly, annual, intensity variation),
temperatures, humidity, ete. It is important to bring out limiting factors such as
the incidence of hurricanes or typho eng,froagte or droughts.

Geology, soils, togoggaghx

4.04 All land in the project area should be described in sufficient detail
to allow the main positive and limiting factors to be analysed and agsessed.
Where possible, land classification maps at a scale not smaller than 1:50,000,
using the USBR system with standards modified in keeping with local physical
and economic conditions should be prepared,

Water resources and drainaze

4,05 Surface and underground resources should be described where relevant,
Usually, this would be done from the viewpoint of the potential for irrigation
and of the need for drainage under high rainfall conditions, but it may also have
a bearing on the possible provision of drinking water facilities,

B. [Economic Base
m—

4,06 iculture and livestock resources should be described briefly and the
major features quantified, The importance of these sectors in the economy of the
region, the proportion of people employed in these activities, the area and
output of major products and an approximate estimate of the value of these
products should be given. Recent tronds should be noted, while the relative
importance of the sector to be assisted under the projeot should be emphasized,

4.07 Other prim sector activities (e.g. forestry, fishery, mining) of
importance in the area should be reviewed in the same level of detail.



4.08 Qther economic activities such as agro~industries and rural handicrafts
should be carefully considered. If data are available, the number of families
engaged in gpecondary activities should be indicated, with at least an approximate
estimate of the total value of their products, so as to cbtain an idea of their

relative importance in the rural economy.

Ce Social Features

4.09 Social features of the prdject area should be describved under appropriate
sub=headings, of whioh the following are likely to be most generally applicable,

Land tenure and size of holdings

4.10 This should refer to the proportions of ownerecultivators, tenant=cultivators
and hired labour. Where possible, the size of holdings should be related to types
of tenure. The description should be dynamic in the sense that any ohanges in

land tenure resulting from agrarian roform or settlement also should be referred to.
The depth of treatment of the whole subject should vary depending upon whether or
not land reform or land consolidation is .n integral component of the project.

Population and migration

4.11 Data should be given illusirating such aspects as density per square
kilometre, pressure of population on the cultivated area, dependency ratios and
the literacy rate. It is important to define the rural population; often small-
towne and their so-called "urban population" are large villages, mostly rural.
Wherever migration is an important factor, anmual or seasonal flowe should be
judged and, if possible, quantified.

4.12 Labour sugglg and _employment figures may not be readily available and
may have to be judged from sample surveys. A distinction should be made betwsen
self-employed persons, dependentis and wage labourers. Employment should be
categorized according to principal occupations and an attempt should be made to

quantify the proportion consistently unemployed or under-employed.

4.13 Income levels will have been referred to earlier (see para 3.04) in
cormection with the selection of the project area for special attention. At this
point, any more detailed data available for the project area should be referred to.
Other indicators of standards of living (housing, health, nutrition, etc.) should
be reviewed.

De Infrastructure and Social Services

4.14 The amount of treatment given to these features of the project area will
depend largely on whether the project itself will have related components. Again
the writer will have to exercise mature judgement in this respects Llements

most likely to require attention are shown below.



4.15 Roads, bridges and transport facilities: Mileage of different classes.

of roads, number of major bridges and the annual tonnage of goods moved by road
transport. Numbers of vehioles serving the area and an asgessment of recent growth
rates.

4416 Yater and electricity services within the region should be briefly
desoribed. The number of families served direotly should be quantified, and an
estimate made of the number of people served by public facilities, such as
street--corner taps, eotc. Ongoing improvement programmes should be evaluated briefly.

4417 tor and marketing facilities: A oonoise desoription should be given
of the marketing facilities, including those for agrioultural inputs, and any
related agro-industries. 1 .

4.18 Social services available in the area, such as hospitals, dispensaries,
primary and high schools, etc., should be quantified, with estimates of the
number of persons served annually (e.g. number of beds in the hospitals, school
enrolment). The state of upkeep of these feoilities may be briefly desoribed
(e.g. maintenance of buildings, school furmiture, etde)e Major disease problems
and possibilities of control should be discussed,

E, Qovermment and Private Institutional Structure
4.19  The respective responsibilities of m’;tié%' 2l _and provinoial Govermnments in
the administration of economic development other governmen activities

within the area should be spelled out, to met the stage for the organization and
management proposals made under project. A discussion of provincial Government

Btructure, autonomy and capacity is required,

4.20 Local government institutions most probably will have responsibility for
certain foatures of the project and these should be rbferred to. If there is any
restrioction on the size or type of project that this mdminietrative level may deal
with, this should be mentioned.

4.21 Agricultural institutions, government and private, operating in or serving
the project area, such as those concerned with staff training, extension and

farmer/farm family training, credit disbursement and veterinary and other
supporting servioces, require special attantion, including assessment of the
capability of their persomnel. Where relevant, the importance of farm associations,
trade unions, religious groups, etc. also should be discussed,



V. IHE PROJECT

A. Decription

5.01 This section should very briefly define the objectives, location, size,
components, costs, phaging, manner of execution, pattern of production and
expected results of the project. It is intended to give a concise summary of
the project components and objectives before going on to .more detailed
desoriptions.

Be Detailed Features

502 Each of the components of the project should be described precisely and
in quantitative terms, reference being made to fuller details and specifications
in Annexes, The description should give a olear pioture of the type of works,
equipment or services proposed and the quantities involved. Estimates of cost
should be aveided in this section sinoce *+“sy can more appropriately he treated
in detail in Section D of the present clapter.

5.03 Most projects, whether of the rural development or the conventional
agrioultural production type, consist of one or several major components with
which are linked more numerocus relatively minor elements. While the former may
bo treated as separate items, it usually will be convenient to group the latter
in some form or other for purposes of presentation. It ias diffiocult to suggest
any hard and fast rules for such groupings but, in general, they should be the
same as those followed subsequently for the presentation of costs to facilitate
crogs=referoncing. In this oonnection, some relevant consideratione ares

(a) capital cost items should be distinguished from recurrent cost items
capitalized for financing purpo-es;

(b) civil works might usefully be distinguished from equipment to be provided
under the projeot (for construction under force account or for operation
and maintenance);

(o) of f~farm works should be distinguished fronm on~farm works:
() directly productive investments (such as investments in irrigation facilities)

night be separated out from (i) production support infrastructure (roads,
ports, markets, storage facilities, etc.) and (ii) social infrastructure
(dom§stio water supplies, health olinics, schools, rural electrification,
atos )e

An indicative breakdown of project components is given in Appendix A.

5.04 Even allowing for the fact that detailed descriptions of these items
are included in annexes, it may sometimes be desirable to adopt two levels of
desoription in the main text. The foregoing account should be sufficiently
succinct to maintain an overall view of the projeot and the interlocking nature



of its various components. If further detail regarding any of the individual components ie
oonsidered necessary in the main text, it is suggested that it ghould be
elaborated in separate sections immediately following this one.

5.05 Farm Development: This section should refer to the number of farms and
the acreages involved and the types of work to be undertaken (esge land clearing,
foncing, irrigation system, drainage, pasture development, farm bWwildings, farm
machinery and equipment, breeding otock, etc.). These works normally are carried
out by farmers, or on account of the farmers, with the essistance under the
project taking the form of the provision of credit. The proposed actions may be
illustrated by the preparation of a series of farm modals representing the various
types of enterprise to be included in the project. Alternatively (and this may
be more appropriate when a large number of small and vedy diverse farms are

involved) a series of plans may be drawn up for homogeneous sub-area? and hrought

together as a global plan for the project area as a whole.

5.06 Supporting Infrastructure and Equipment: This consists of off-farm works
undertaken to directly support farm enterprir-s. It may take the form of land
consolidation, irrigation and drainage facilities, access roads, facilities for
marketing, packing and processing, ctc. Dguipment for gonatruotion may be
included in the project when, for example, an irrigation department is responsible
for undertaking the construction work under force acocount. Similar provigion

may be made for equipment required for the operation and maintenance of projeot
works. Such equipment might include vehicles, bulldozers, graders, etc.

507 Infrastructural works should be designed to a sufficient degree of detail
to permit the significant construotion work quantiti®s to be estimated to an
acouracy of some 10% as a basis for cost estimates of the same order of ACCUracy.
In projects including settlement, for example, a semi-detailed outline of the
settlement patterm would be required in order to indicate length of roads, nature
of water development and distribution, area to be developed, etc.

5.006 Where the degree of accuracy of the preliminary estimates is difficult to
determine because of lack of adequate engineering data, or where the degree of
poseible error is greater than considered tolerable (esge where the economic
Justification of the project is likely to be marginal), it would normally be
necessary to have detailed engineering studies. This is often so in the casge

of roads, but it might also apply, for example, to irrigation canals. Buildings
such as warchouses, silos and market places should be designed with local
construction methods and materials and the possibility of a "self-help!
contribution in view.

Supporting Services

5.09 Supporting services to be financed under the project might include those
for any project authority as well as extension services, foreign technical
assistance, otc.



510 Ixtension servicos are a major input in almost all rural development
projects. The number, grade and availability of additional extension officens,
their transportation, office equipment and housing requirements should be given.
If the project includes staff or farmer iraining components, their rolationship
to the national or provincial training system should be describeds the raquired
facilities should be listed by components such as classrooms, dormi tories,
laboratory equipment, etc. /

511 Foreign technical assistance might be required for initieal back~stopping
of the project by way of management, straight tecnnical support, investigations

for follow=up projects, etc. Such assistance is usually expensive and the
need should be fully justified in each case. .

Social Services

512 The inclusion of various components which are not direotly productive
is one of the typical characteristics of a rural development projeot, In most
developing countries the greatest potential for improving the quality of life
of the rural poor is through the provisir of facilities eoncerned with health
anl digeago control, education, drinking water and electricity sipplies and
village community facilities such as reoreation halls. Obviously, thewe may be
a degrec of overlap betwsen these components and others of a more directly
productive nature: e.g. improved access roads roquired for marketing and the
supply of inputs will have other benefits of a social nature.

5.13 Health and disease control may be important project actions and in this
section the investments required for them should be stated. The partioular
prophylactio measures necessary should be desoribed. Hospitals and dispensaries
to be included in the project, thoir staffing, number of beds and partigular
emphasis, if any, should be mentioned. The number of people to be given
adequate protection by the project should be given, o

5¢14 Education is frequently a project component, and might inolude improvement
of school faocilities, and investment in new schools and their equipment. It may
include training facilities for agrioculture or for rural works programme -
supervisors. The number of such institutions, their amnual throughmut and

their requirement of land should be mentioned., Provision of training material,
laboratory facilities, etcs, should be detailed in this section.

515 Water and electricity supplies. Improvement of domestic water supplies
is a component in many rural development projects.s The source and method of
water supply should be described, with the nmumber of private and publio outlets
and an ostimate of the number of families they are expected to serve, The number
and capacity of the major items such as pumps and storage tanks are also required,
If supply of electricity is one of the project items, the source of supply, the
miloage of transmission, number of transformers, the number of meters and the
peak domand should be indicated.



C. Implementation Schedule

5416 Thig section should desoribe the time phasing of all project actions
including non-farm and on-farm works. The description might be supported by a
detailed graphic presentation such as an arrow diagram and bar chart.

517 Thig section is very important because from it is derived the phasing

of expenditure, and hence the disbursemont pattern of the loan. As different

lending agencies have different lending practices, it is necessary to tailor

the project to the requirements of the particular ~gemcy in view., If, for

instance, the project implementation periocd first in mind were longer than

the normal disbursement period of the financing agenﬁy, it may be possible to

divide tho project inte two stages involving two loans with shorter disbursement
periods. Most commonly, the disbursement periodsfor ggriocultural projects are of three
to five years, but longer periods are required, for example, in the case of

projocts involving tree orops.

D. Cost Istimates

5.18 The importance of accurate cost estimates camnot be over-amphasized.

They are the basis for determining the economic and financial viability of the
project and also for funding the project. All costs should be broken down to
ghow the foreign exchange and local currency elements. The foreign cost component
includes the cost of items fully imported (including any foreign techniocal
assistance) and the import component of goods manufactured locally. Data in

this Section should be presented in such a way as to facilitate oross~referencing
with Section B above ("Detailed Features").

Capital Cost Estimntes

5:19 Estimates for capital costs should be presented in summary in the main
report and a detailed breakdown with supporting data, including quantities and
unit costs, should be given in an annex. The heads under which the costs are
pummarized in the main report should correspond as olosely as possible to the
approach adopted in the earlier technical desoription of the detailed features of
the projoct (see para 5.03).

5.20 Cost estimates for any major supporting infrastructure, such as irrigation
works and feeder roads, should be based on justified unit rates and quantities
derived I'rom the preliminary layout and design. Where items of equipment for
congtruction of the main works or for project operation and maintemance will be
prooured under the project, these should be shown separately. Equipment should

be costed on the lLasis of the manufacturer's or agent's quotations (CIF).

5s21 On~farm development works, etc. are usually costed by multiplication
from detailed development plane for representative farm models. Howcver,; since
the farms involved in rural development projects are likely to be very small
and lacking in homogeneity an alternative approach might be considered more




appropriate. This would involve the preparation of cropping patterns for
homogencous (physical, human and economic) pub-areas and the derivation of

all investment costs &as well as input requirements and benefits) first on a
por hectare basis for such sub-areas and then as an aggregate for the sub~areas
and for the project area as a whole. If this approach is adopted, a limited
numbor of farm models would still be required to show the poseible farm income
and cash flow.

5.22 Recurrent costs. World Bank policy normally restricts financing to
capital expenditurc. However, the concept of capital expenditure has been
broadened to include the inventory of materials required for the initial level
of operations or to raise it to a higher level,either starting up expcnsee of
projects, technical services to prepare studies, train local personnel, or
give advice to local institutions, etc. The operating costs of executive
agonoies (extonsion, etc.) during the development period of the project have
also boen eligible for Bank financing. Such expenses have been treated as
"capital" items on the reasoning that they create "assets" whioh are expected
to produce a stream of goods and services over a period of years.

523 Contingencies. To all cost cstimate factors should be added for
physical and price contingencies, the perocentage varying according to the
degree of confidence in the ostimates and the possibility of prioce escalation.
Although the price escalation factor is left out of account in the economic
annlysis of the project (sec para 7.06) it obviously is of importance in
drawing up the financing plan.

Annual Cost Estimates

5¢24 As stated before, cortain recurrent costs may be capitalized during

the construction period., Whether or not required for the capital cost estimates,
estimates of amnual costs for the project authority and for participating farms
are required for the economic analysis of the project over its full life.

525 Project operation and maintenance costs. Operation costs arc calculated

on the basis of salaries and other recurrent expenses and maintenance costs
usually on an appropriate percentage basis of the capital costs of the works.
Replacement costs for project equipment are estimated so as to set aside
sufficient funds to replace the component at the end of its useful life. Any
annual payments for amortization of the capital cost should be deduoted .from .-
the annual provision for replacement. :

5.26 Farmers' operating costs are derived from farm budgets for representative
model farms multiplied by the number of farms to give aggregates for the projeoct.
Essentially, farm budgeting is an accounting exerocise, documenting cash

payments and receipts. Payments, or costs, include items such as seed, fertilizers,
hired labour, sprays, operating costs of transport and machinery, water charges,
@tc,, as well as overhead costs such as management, depreciation, insurance, etoc.
Since family labour is not a cash cost it should be excluded from consideration

at this stage.



527 Although particular elements of the farm budgets are referred to at
different places in the main text, it is convenient to present the full analysis
in one annex. This should include a cash flow table covering the life of the
project, which would at the same time indicate the oredit needs of the farmer.
In this connection, & distinction should be made between long, medium and short
term oredit mccording to whether the loan is for fixed improvement, for purchase
of machinery and equipment, or for amual operations. The farm budgets should
also be taken into account when assessing the repayment capacity of the farmers
in relation %o the terms and conditions suggested for the loans (interest rate,
repayment period and schedule, graoce period)s The format of a typical cash flow
table is set out in Appendix B. ! j

E. Financing

5.28 It will usually not be possible or desirable for the feasibility study
team to put forward a full financing plan for the praject. However, in order

to help those who will make the financing Acoigions, the feasibility report
should forecast year by year over the investiment period of the project, the
total expenditures, divided into foreign ourrency cogts and local costs. Othep
faotors relevant at this point are the proportion of the loan which might be
borne by the international financing agenoy, bilateral sources (in the event of
joint external financing), the government, farmers and other partiocipants.

. Understendably, international financial institutions and bi=-lateral agencies
usually are most interested in meeting the foreign exchange costas of a projeot,
but increasingly a proportion of the loocal ourrency costs also is being finanoced,
This has special importance in relation to the finenoing of rural development
projects, since the social and infrastructural comporients of such projects might
have low foreign exchango ocosts.

F. Procurement

529 Most multilatoral and bilateral financing agencies have their own
requirements for procurement and this pection should explain the relevance of

these to the items to be purchased under the project and how the conditions would
be met. For example, the World Bank requires that borrowers obtain goods and
services (other than consultants! gervioces) on an international competitive basis
unless another procedurs, more appropriate to the circumstances, has been agreed
betweon the Bank and the borrower. Procurement under loans for agricultural credit,
1ivestock or for rural works programmes consisting of many small sub-projects,

does not regquire international competitive bidding, except where items can be
suitably contracted or prooured in bulk, for example, for fertiliger., Minor oivil
works and small equipment itoms are typioally provided under World Bank projecis by
bidding among loocal contractors, or local suppliers, or sometimes by "force acoount"
using the resources of a public agency of the government or the borrower. Again,
this has special relevance to rural development projects.



VI. ORCANIZATION AND MANAGE/TLNT

6.01 This chapter is concerned with how the project would be expouted and
operated and with the suitability of the e administrative management proposed for
those purposes. In general, it should show which agency would be the borrower,
which entity or entities would be responsible for the various aspects of projeat
execution and operation, and how the funds provided for the project by the
external financing agency and the govermment would be channelled to the ultimate
borrowers.

6,02 The formulation of satisfactory organizational proposals for rural .
development projects usually is even more diffiocult than for conventional ?
agricultural projects because of the multi-sectorial approach and ‘the need for '
coordination among various department and govermment agenoies, on the one hand,
and between govermment and elected groups, on the other. Furthermore, rural
developnent projects involve larger numbers of people than most other types of
project. Institutions to look specifically after the rural poor generally are
lacking and the beneficiaries themselves Jd+sorganizeds The cooperative movement
nay sometimes make a oontribution in this direction. Frequently, however, the
cooperative movement comes under the control of the bigger furmarspand village
traders, and in ite existing form may not be suitable for the mass of the rural
poor. This leaves project plamners with the unenviable task of setting up new
organizations. On the other hand, a radical transformation of an existing agency
(e.g. cooperatives or Department of Rural Development) may be equally dlfficult,
unless the Government is willing to make substantial changes.

6.03 Bearing these oconsiderations in mind, and the multiplicity of different
types of rural development project likely to be formulated, only some very general
suggostions can be made as to the form of presentation and contents of this part
of the report. In this conmection, it is useful to begin with +the central

agency or agencies and then to refer to ancillary entities.

A. Central Authority

6.04 Some rural development projects, partioularly those of a multi-sectorial
type, will involve a number of government agencien (such as Ministries of Planning,
Agriculture, Public Works, Health, Iducation, etc.). In such cases it clearly
is cssential that machinery should be established to ensure coordination at the
centre. Such coordination might be required in the first place gt the policy
making level and in the second place at the day~to-day management level, For the
latter purpose, it may be preferable to zet up a special entity at the national
level to deal with the rural development project, particularly if the project is
to be one of a succession of similar undertakings. Similar entitites may be
roquired at lower administrative levels (regional, provincial, local, etcs)

since rural development projects frequently will be ocanocerned with small-scale
ocommunity facilities normally financed through local budgets.



6.05 Wherever possible, the coordination of different levels of project
organization should be such that it ensures a flow of information and ideas from
the oentral organization to the field, and even more important, from the field to
the policy-makers. The funoctions and powers of the various tiers and their place
in decigion=making should be clearly stated in the report. The rasponsibilities
for coordination should be given. If there is a Board or Commission for Rural
Development, its legal status, functions and powera should be explained. It is
very important to assess the capabilities of the proposed staff at the different
lovols and to evaluate their past performance. An organizational chart should be
included., _

6.06 An illustration is given below in pummary form of an organizational
gtructure adopted for an on=going rural development project financed bty the World
Bank. :

Illustration : Under a World Bank financed rural development project

in Mauritius provision wae made for the strengthening

of the project planning and execution capability of
existing government machir~ry. The bverall programme
would be coordinated by the Rural Development Committee
of the Cabinet {RDCC) chaired by the Prime Minister.

Its secretariat would be under the Rural Development

Unit (RDU) of the Ministry of Dconomic Planning. ' This
unit would include a Project Manager, senior officers

to coordinate the Village Improvement Programme and siaff
for a small monitoring section. The Project Manager
would be the secretary of the RDCC. The Project planning
units of individual key ministries would be strongthened
to ensure: (a) close ministerial cooperation in ithe
follow=up maintenance and staffing of the projects; and
(b) an adequate pipeline of labour-intensive projeots

for follow-up phases. The consiruction of all projects
would be carried out by the Development Works Corporation,
a corporate body established under the Development Works
Corporation Act of 1970.

Be Ancillary Entities

6.07 The ancillary entities likely to be involved in the project at the local
or field level might include:

(a) Local government bodies (such as Local Councils);
(v) Research and extension servioces;
(e) Marketing bodies (including ocooperatives);

(a) Parmers' organizations.



6.08 In each oase the precise role of the entity in the implementation of
the project should be cpelt out, together with a cenvincing explanation of
the ability of the entity to undertake the responsibilities aseigned to it
Staff requirements and availabilities should be given speocial attention

and, where neocessary, the qualifications and expericnce of key personnel
should be given.

6.09 Where credit to farmers is involved, the credit institutions should

be apgessed in relation to capacity to undertake the proposed lending
programme. Points to be considered are legal ocharter, capitalization, powers
and functions, direction, management, delegation of authority, internal '
organization, staffing, aocountancy and control, auditing, finamoial acoounts
and projections, operating policies, terme and conditions of logns, security
requirements, procedures for loan appraisal, disbursement and oc¢llection and
the loan repayment record. : “ i

6.10 In the chapter as a whole the objective should be not to explain the
institutions as such but to explain how ths project would be organized and
managed and the contribution which the various entities would mdke towards
that ond. "

f
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VII. PROJSECT BENEFITS AND JUSTIFICATION

T.01 As indicated in the Introduction, one single distinguishing feature

of rural development projects ie their oriontation towards the loweincome
rural poore. This section of the report should therefore conolusively
demonstrate that the proposed project actions would in fact lead to an
alleviation of the condition of the target inocome groups Broadly, the typieal
project might be expcoted to:

(a) Improve the general quality of life of this group 5§
and thoir productivity by giving them easier access to social i
sorvice® and amenities such as communications;

(v) raise tho average incomes of puch groups directly through
investments in means of production (an approach which implies
that the individual in low=inocome group is the operator of an
agricultural holding however small that might be)e

T.02 Various techniques for weighting ooconomic and social benefits which
lead to the production of a quantified estimate of a project's sooial
returns have been devoloped in recent years j/. While these techniques
provide a useful mecans of comparing the relative advantages of alternative
projects they rely heavily on the subjeotive allocation of acoounting prices

1/ The Little-Mirrleos approach as in : Little, I.M.D. and Migrloes, J.A.:

Manual of Industrial Project Analysis in Doveloping Countries, Vole II,
OECD, Paris, 1969. The Sen-Dasgupta~Marglin approach as in: Guidelines

for Projoct Dvaluation, United Nations, New York, 1972.




to all project ingrodients and products. They also tend to disguise many of
tho advantages and disadvantages of a projoct which, if brought out into the
opon, could bo weighed individually in the decision—making process. Until
these tochnirucs are refined, the distinotion between cconomic and social
benefits should be clearly drawn in justifying rural development projects,
and the presentation should concontrate on providing a properly informed
basis for docision=making. This may involve calculati* - the cconomic return
on tho diroetly productive elements of the project, of which the costs and
benefits con usually be quantified, and making o separate qualitative
aggossmont of the non-quantifiable social elcments.

A. Eoconomic Bonefits

7.03 A "conventional! assessment ghould be made of the economic benofits

of the "direcctly productive” clements of the project. Thc most common

motho . of doing this is by measuring the project!s "internal economic

return', which may be defined as ‘“the rate of disceunt at which the total ‘
prosent value of costs incurred during the life of the project is equal tc the
total presont valuc of benefits accruing during the lifc of the project.m
Typically in an investmont project costs are bunoched at the beginning of the
projuct while bencfits only begin to accrue after a lapse of time. The
appiicaticn of a digcount factor cnablus theso costs and benefits to bo
conparci on a 1ovel footing on the basis of thoir present value.

T el To caiculate the internal sconomic return it i1s necessary to construci
s woble, whicn ghould be given in an annex, showing the costs and benefits

wd the ineremental incomo directly attributable to the productive elements

as tacy accruc ocach ycar during the life of the project. Using Prosont .
Valuc Tables 1/, the rate of return may thon bo arrivod at relativoly pimply
au tllustrated in summary form in Appendix C.

T«05 In a project with soveral distinct production olemcnts (oug- agriculture,
foreatry; figherics. agro-industries) the coconomic viability of oach olement
chould be demonstrated. Az 1n conventional agrioultural production projocts,

tho 1ncr: atal output resulting frem projcot actions should bo projectod

over the life of the project along with oxpec—od prices to derive the bonofit
atroam roferred to above, The cost stream (investment and operating costs)
shiould only include those items directly assooiated with the production

process i.e. the social cogcs dealt with in the following scoti - should be
excluded from the annlysis at this point.

7.06 . The analysis here should be strictly economic rather than financial,
i.ce 1l should reflect the point of view of the soomomy as a whole rather
than the standpoint of the individual farmer or other entitics participating

l/ Thcse are roadily availablo in a mumboer of sales publiocations.



in tho project. Somo items taken into account in the financial analysis
which need a different treatment in the internal economic return calculation

aro:

(a) Subsidios which operate to reduce input costs must be addod
back into the markoet prices for such inputs;

(b) Price contingenocies arc omitted from projoct costs sinco it
is assumod that inflationary tronds will affect the prices

of inputs and outputs oqually;

(¢) Markot prices, foreign oxchango and labour costs should be
Wohadow priced” if the morkot rates are considercd to bo
artificially distorted; ‘

(2) Tgﬁesi'dﬁties; ctc. are not deductod from the income stroam
as in tho olal analysis since they represent transfer
paymonts wlthin the community;

(e) Deprociatton is not takon into account since the intornal
economic roturn caloculeiion assumes a closed cycles

B, Scoial Bonefits

T« 07 Social benefits should be presented in the context of the projoctts
baoic objootives, If the principal aim of a project is to develop a morac
oquitable distribution of income in the target population, emphasis ghould
bo placed in the presentation on the extont to which it meets this goal.
Similarly, 4if tho objootive is amployment, & thorough assessment of tho
job~oroating impgot of the project should be mado, Some of the following
indiocators may be used in the assessment of sooial benefits,

Income Digtribution

7.08 Tho extent to which the incomec of the poorast sector of the population
ig improved as a result of the projoct relative to that of the other scctors
should ba shown, Idoally projeations of income lovels for each income
quintilo of the population in the projcot area, with and without the project,
should bo presentod, Altornatively a oomparison might be made of projootod
incomos for cach farm sizeo groupe

Emgloxmont

T.09 The extent to which tho project roducos underemployment and
unemployment should be assessed, Genorally this can be quantified in terms

of the number of manwyoars of work oreated by the project, with a distinction
being made betwoon permanont omployment and omployment during the construction
phascs The number of jobs areatod might bo ocompared to the Project increasec
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in tho labour force. Whon a deliberate attompt has becn made to substitute
machinory by labour tho oost (4in finanoial torms) chould be chowne

Accopg to Land

7010  If the project contalns a land reform oloment, tho distribution of
land utilization rights, by type of tenuro, bofore amd aftor the projoot
should bo demonatrated,. ' :

Intornal Migration

Te1 In countries with sorious metropolitan growth mmobdblems it may be
useful to attempt an gyaluation on the probable impapt of the project on

rural=urban migrationy If satisfaofory urban accsunting or planaing oosts
arc available the savings in inesédapable ugban sbsotption costs résuliing
from roduced intornal migration may bo ineluded among tho coonomi¢ bonofits
of the projocts '

Nutrition and'HdgEIh

Te12 If the projoot is sited in an arca with rogognizoed nutritional or
hoalth problems, {ts oxpocted impact on tucsa problems should be assessed.
If a quantitative assossment is possible uho nutritional offocts mey e Dboat
dosoribod in relation to oxpeoted lovols of daily protaein and egloric intake
rolative to present lovols,

Othor Living Stgga_:_-_d Indioators

7.13  Lovels of acoess to utilities and sorvioces befopo and after project
implomentation relative to national gural and urban gverages might bo

oomparod. Items roviewed qould inglude demestic walqry olcotriolly, telophone,
roads, schools, hoglth somvices, markeis, agrioultural supplies, extonsion
sorvices, otcs

Te14 "Sonsitivity analysis™ is usually undortakon to indicate tho
sonsitivity of the ogonomio ocalaylations to shangas in some of tho more
important basic agssumptions madqy sugh as avorage ylelds, "ghadow® labour

and foroign oxchange ratos, oteg It {nvolvos simply the substitution of !
altornativo figuros for the ones opiginally chosen afid a roocaloulption of %
tho rosults in torms of the internal qoonomic roturny In ordor to illustrato
tho implication of "loading™ a yursl developmont project with sooial
infrastructure and sorvices it may be useful tq demonstrato the sensitivity

of the rato of roturn caloulated on the produstive elements of the project

to suocessive inorcmonts in tho eosts atiributable t¢ those sgolal clomonts.



VIII. FINANCIAL IMPLICATIONS FOR GOVERNMENT
M

8.01 . A clear understanding is nceded of tho budgetary implications of the
projoot at all levels of govermment. Although an analysis should be made of
tho financial implioations for involved agonoies of the proposod project in
its investment phasae, particular attontion noeds to be given to idontifying
additional resurrcnt gosts comsequent upon projoot implementation. Such
costs include maintenance of works (roads, irrigntion schemes, wator supplies;
otc.; and the continuod provision of services (extcnsion, health, education,
otc. ). A detailed analysis should bo presont:zd in an annex to show the '
projectod anmual balanoe botween costs to govornmont and rovanuos likoly to
¢ gonorated from sourecs such as ducs and taxations This analysis would
indiocato the roquiremonts for, and level of, subsidios and oould be ugod 1o
domonstrate a need to rostriot the scope and scale of a project because of
difficulties of raising rovonucs loocally. Whore a country is known to have
foroign oxchangs limitations, the annox should also present a projocted
foroign exchangs balance (value of exports loss imports) for the projoot.

IXy OUTSTANDING ISSUES

Ao Ealiocy Issuos

9.01 There are fow projqects which have no outstanding poliocy isoues which
must be rosoivod by governmments before tho projeot can bo appraised for
financing, Commonly those start at the idontification stage in relation to
the selogtion of the parfieular projoct area or typoe, or even the decision
to make a veal offort at achisving rural dovelopment, Thereaftor dcoisions
are parti{eularly necoded on tho lovol of support to be given to a particular
group of poople or ragion or the lovol of water charges to small farmers, or
the agonay whiek will have tho leadership of the proposed activitios, While
most poliey issues should have boen resolved by the timo the preparation
roport is gompleted, in- somo gasds presentation of tho report and a olcar
statoment of the outstanding issuos is the only way of reaching high lovel
dooisions.

' By Moasurcs To Be Takon Bofore Appraisal

9.02 Froquontly tho proposod projoct activitics are based on judgement
using an inadoquato data base. Tho preparation group may need. to complete
surveyc, air photography, or to present additional data after the report

is prosonted, but prior to appraisale This may be accoptablo, but judgomont
hag to Yo oxepeised as to tho roliability of oxisting daja e in othor words
-1t should olear that the work to be completed aftor the veport is writton
will sorve only to substantiate the main projoot proposals and will nat

chango thom significantly,

¥



ANNEXES

In order to kcop tho maln projoct preoparation report ac short and
ooncise as possiblo, all dotailed supporting matorial should bo assigned to
annoxes. In practice, the most common procodure is for thoe annoxes to be
proparced first and to oonstituto tho basis for tho nmain text.

The number, themes and completoness of annoxes proscntod will, of
courae, depend very much on tho gcope of the project under proparation. Thoy
may also reflect the composition of the proparation team. Gonerally, howovor,
annoxos may bo grouped into two broad olessifigations: annexes whioch arc
dogoriptive of the oxisting situation, institutions and developmont potential
taken on the national and projeot lovel, and anncxes which provide mateE%al to
support tho proposed olements of the projoet and its justifioation,
first class of annoxes providos supporting information for tho "Baockground!
PRural Devolopment Stratogy and Projest Concept" and "Projeot AreaM ohaptors
of the main report, whilo the seoond olass of annexes provides dbtailed
matorial to support the lator chapters of tho raport,

Like tho main report, annexe¢s shouid be kept short and only onter
into detall to tho levol that {s egusideioed nogessary for an wilerstanding
of the projoot and its Justificationy The dopth of treatmant agoordoed to
any aspeot of tho projoct dealt with in annoxes doponds emeentially on the judgamest of
the projecot proparation toam; Annexes deglgnod to suppept major or morc oritical T~
projeot cloments nocessarily must be more dotailed than those whioh presont
motorial to support loss important elomants, Tho lovel of detall prosontod
may also roflect the degroe of information avallableg but caro ghould bo
takon not to ovorload annoxes with irrelovant information just boocauso tho
data happensto be available, Whoro mish information of marginal relovance,
but of possible interost to an appraisal tcam, has been gathercd during
projoct preparation, this may usofully bo assomblod as & collootisen of working
dooumonts to whlch roforonce may be made in tho roporte




1e

2e

Farm béveloggent (
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12,

13.

PROJECT COMPONENTS

INDICATIVE BRIEAIDOUN

are involved)

Short~tern credit

On=farm investmeni (medium and long—-torm credit)

Land improvement (land olearing, levelling, eto.)
Plantations (trees and semi- permanent crops

Pagture investments (pasture establishment, fencing, etc.)

On~farn stodking

Farm implements and farm Duildings
Farm irrigation facilities

Other

Food Aid = Subpidies

gﬁllaotive Productive Infrastruciure

21,

22,
23

Land consolidation

Agrarian reform

Cadasntre
Settlement establishment

Land oonnolidation
Other

Irrigation rehabilitation

New Irrigation

Ixtension of an irrigation notworl:
Collective pumps

Wells (inoluding pumps)

Pilot Schemes

Ingineering designe
Other

Drainare
Mood Control
Other

Supporting Produciion Infrastructurc and Services

3.
ia.

Roads and communications
Marketing

ctorage
transportation
worlking fund
marltet placos
other

APPENDIX A

Page 1

in the description: how mony farms and which aroas
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33. Agricultural Research
34. Livestock breeding units
35 Seed production (including seedling produotion; seed~processing
plant)
36. Agro=industries
~ dairy
= group prooessing equipment
- other
. Machinery (in rural development proj-ote, machinery is not, usually,
an on-farm investment); including workshopa
38, Plant disease and peast control :
39,  Animal health (inoluding health campaigns)
Forestry
a1. Reafforestation (most often include erogion control)
42, Erosion control, watershed management
43. Foreat exploitation
44 . Forest industries
Figheries
Supporti roject services
61e Project administration and development services
- contral services
- extension servioces
- other services and agricultural institutions
- technical assiptanoce
62. Farmers organization
63. Training
G4 Studies
Social Investments and Services
71- Health
- equipment (including the oorresponding services)
- disease control
720 dchools
73. Water supply
Tk Eleotricity supply
15 Village equipment (sanitation, gQolleotive buildings,

recreationaly etc.)



Sample Format of Cash Flow Table for Individual Projeci Farm 1/

Pra- )
project Year 1 Year 2 Year 3 Year 4 Year'S Year 6 Year 7 Year 8§ Year S Year 10

1. Cash Inflow

a) Total sales (zross
reverue) 2/

(b) Farmer's contribution 3/

{c) Long~tern loans 4

d) Seagonal loans

(e) Total Cash Inflow

2. Cash Outflow

a) Invesiment costs 6
b) Recurrent cosis T
(c) Total Cash Outflow

3. Cash Balance before
Debt Service

4. Loan Outstanding

5. Debt Service

(2) Interest on seasonal
loan 8/
(b) Interest on long-term
“loan
(c) Seasonal loan
amortization 10/
(d) Lonz-term loan
amortization 11/
(e) Total Debt Service Payments

6. Cash Balance after Debt

Service 12/
T« Taxes

8. Fet Cash Balance 13/
9. Cumulative Cash Balance 14/

(see footnotes overleaf)

| ofeg
Td

T
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APPENDIX B

Page 2

Sample Format of Cash Tlow Table for Individual Project Farm

Notos

This table is usually derived from a series of more detailed tables concerned
with the Investment Costs, Recurrent Cosits, Gross Revenue, etc.

Value of total farm production valued at farm—gate prices less the value of
subsistence consumption and orops used for another entorprise such as
livepotock produoction.

It is assumed that where farmers have resources of their own they will
contribute towards the development of their famms, complementing investment
loans. Ilere, their actual cash contributions anly are entered.

The volume of these loans should be decided on the basis of investment
requirements, farmer's own capacity to ocontribute and incremental cash
benefits. The loan disbursement period should be kept as short as warranted
by tho cash flow..

Normal seasonal credit may be utilized if the institutiona exist in the
projoct area.

Capital expenditure here is tho actual real capital put on the farm each year,
rogardless of any grace periods on loans, etc., and provision must be made
for replacements wherce necessary. No provision is made for cost escalation
at this point.

Includoe all cash costs (seeds, fortilizers, hired labour, operating costs
of transport and . machinery, etc.) valued at farm-gate prices as well as
ovérhoad costs spuch as management, depreciation, insurance, etc. Since
family labour is not a cash cost it should be excluded from consideration
at this stage. [Financial charges, although of a current nature, are also
oxcluded at this point.

Intorest on average loan.
Interest on loan outstanding at ond of year (from Item 4).
Since this loan is for less than 12 months it should equal Item 1(d).

Amortization of long-~term loan as in Item 1(c). Amortization should be in
equal annual instalments and there ma; be need for a grace period of up
to 3=~5 years after disbursement.

Itom 3 minus Item 5(e).
Item 6 minue Item 7.

Summation of Item 8.



Saaple Calcﬁlation of Internal Zconomis Return
(The internal economic return is sbout 17.54)

Year 1/ Investment (Incremental) (Incremental) Balance Present value Discounved Preseni valus Discounted
costs operating  gross returns (3)-(2)-(1) of 1 at 18% balaace of 1 at 17% balance
costs anmmal discount (4)x(5)  ennual discount (4)x(7)
2 2
(1) (2) (3) (4) (5) (€) (N (8)

1 100 10 - -110 0.847 -93.2 0.855 ~94.0
3 300 20 100 =220 _ 0.605 =134.0 0.624 =137.3
4 200 : 30 200 ~30 0.516 -15.5 0.534 -16.0
5 e 30 200 +170 0.437 +14.3 0.456 +71.5
6 - 30 210 +180 0.370 +66.6 0.390 +70.2
T - 30 220 +190 0.314 +5%T 0.333 +63.3
8 - 30 230 +200 0. 266 +53.2 0.2865 +57.0
9 " 30 240 +210 0.225 +47.2 0,243 +51.0
10-20 - % 30 250 +220 14050 +231.0 . - 1177 +258.9
Total -12.3. +23.6

_1/ Covers life of project.

g/ Present value figures taken from standard tables in a variety of publications. Fhe annual ¢i scount percentage is
arrived at on a trial and error basis by successive approximation until the alzebrical sum of tha discounted
balance columm is as close as possbile to zero. It is useful to ronecnber thab aftor a periad of 3040 years
all the discounted values become negligible. : s L
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GUIDELINES FOR THE PFREPARATION OF

RURAL DEVELOFMENT PROJECTS

1. INTRODUCTION

1.01  Historically, most agricultural projects financed by international londing
institutiona have emphasized one key element in the productive process; such as
the provision of irrigation water or the development of a partiocular line of
production such as a crop or livestock products. Inoreasingly in recent years,
however, interest has turned to more comprehensive “7ypea of project involving a
mulii~sectorial approach to the problem of raising the incomesof the rural poor.
The objective, as in the case of more conventional types nf project, is basically
to increase the farmers' productivity, but the tendency now is to link this with
conourrent investiment in more socially-oriented activities, like the provision of
improved drinking water supplies, health and education facilities, etc. Such
activities might be expected to reinforce the techniocal improvements in farming
operations or to bring about advances in general standards of living of sections
of the rural community not immediately real zable through productivity increases

alone.

1,02 There is, of course, nothing new in a "paockage approach" to investment
projeots. Irrigation projects commonly include provision for on=farm development,
access roads, the supply of farm inputs, etc. to ensure the maximum possible
realization of the potential benefits from the new water supplies. A cotton .
developrient project might quite normally include facilities for processing and
marketing as well as the basic component concerned with production of the crop
itself. Such commodity specific projects and many other types often also include
training facilities if the assurance of an adequate supply of skilled labour is
esgential to the success of the project. Land settlement projects inevitably are
comprehensive in their scope, including such elements an roads, water supplies,
housing, etc,

1403 It is still possible to distinguish a separate category of projects which
might be labelled "rural development projects'. Although there is no precise
borderlinebetween these and some other types of project the partioular characteristiocs
of a rural development project might include the following:

. normally it would be concerned with improving the status of existi
farmers in the project area (in contrast to land settlement projects
whioh usually are concerned with the movement of new settlers into
virgin, or sparsely populated, areas);

- generally the beneficiaries under a rural development project would be
low income froups with per caput incomes below, say, 40% of the
national average and probably oocupying extremely small holdings;

- the numbers of individuals reached in some way by the project would
normally exceed those covered by agricultural projects;



s while some clements of the project presumably would be concerned
specifically with agrioultucal production, the main emphasis would

be on rural infrastructural works and social facilities;

- while most rural development projects probably would be area specific,
their geographical coverage on average might be expected to be broader
than that of agriocultural projects and dictated principally by
gocio=-political factors;

- the organizational structure of rural development projects iypically
would require the cooperation and coc.dination of a greater than usual
number of government or other entities;

- since rural development projeots blend social and economic elements,
the overall internal economic¢ return would tend to be lower than
customarily expected by intermational financing agencies for agricultural
projects, although this is not necessarily so.

1«04 The one common element of rural de.slopment projecte will be their orientation
towards relatively large numbers of pecoprle in "low income™" groups. DEven the low
income concept is open to a variety of different interpretations, but it is
suggested herein that it should be related to an assessment of minimum human
subsistence needs in individual countries or to a certain proportion of the national
average per ocaput incomo. The benefits to these groups may take such forms as ‘
reising their agricultural output, improving their health and education, expanding
the communications on which they depend, improving their housing, providing
community facilities, such as drinking water supplies, mecting centres, etc. The
approach might be multi-sectorial; that is, undortaking several of these activities
simultaneously in one package. Alternatively, it might be sequential; dealing with
one aspeot at a time. IPurthermore, the action might be directed to a locality, to

a region, or to a nation as a whole. 1/ In either event, the oridntation towards

the target income group will be the prime consideration. Thug if a specific area

or rogion is selected, it is assumed that it would be one where rural poverty is

a particular problem and deserving of priority attention within the country.
Similarly, if a single line of action is proposed, the expectation is that it will
be the one considered most crucial to the well=being of the rural poor.

1.05 The present guidelines are intended for the use of national and international
officials concerncd with the preparation of such types of rural development projeocts.
It is recognised that no single set of guidelines can be drawn up which would meet
all of the situations likely to arise in practice. However, the very complexity

of the task of formulating a rural development project and presenting it in a
coherent way suggestes that it would be useful to indicate how the types of
distinguishing characteristics referred to above would finl expression in the layout
and presentation of a feasibility report. To the extent possible, the general

format proposed for agricultural projects in other OGuidelines in this series has
been adhered to.

'l/ Clearly, a project is rarely likely to be both multi-sectorial and nafionalky
oriented.



1«06 While the guidelines are concerned wish the presentation of the final
feasibility, or "preparation”, report it needs to be borne in mind that project
proparation is only one stage in the so~called "'project cycle's This normally
proceeds in three steps (not always perfectly distinot) from project identification
through project preparation to project appraisal. Project identification and
Proparation are the responsibility of the governments concerned (with or without
oxternal assistance) while project appraisal is the responsibility of the potential
financing inetitution. In respect of rural development projects the oycle is
likely to have two special features:

(a) it is likely to stretch over a loﬁgur period because of the relative
complexity of the project; and

(b) the technical input required to take the project through the three
phases preceding actual implementation may be more diverse than that
required for oconventional projects.

1,07  The implication of the foregoing is that the preparation of feasibility
studies in this field is likely to require relatively heavy inputs of manpower

and other resources. It is thus more than ever essential that govermments and the
loocal communities affeotod should commit *remselves fully to the exercise at the
project identification stage. It might be expected - and experience confirms thig =
that political considerations will asswume more prominence during project ’
identification than is normally the case. For obvious reasons, such considerations
influence particularly the location of the projoct. At the identification stage it
is also importantt» ruach general agre.ment on the limits to the scale of the project.

1,08 Obviously no general guidance can be given here regarding scale since the
oriteria will vary considerably from case to case. Some relevant practiocal
considerations are:

a) the implementation ca city of institutions to be involved in the Project;
L0 ap2

(b) the willingness of the government to assume continuing responsibility
for meeting recurrent costs associated with the project after the
initial investment;

(¢) any requirement considered necessary to "tailor" the scale of the sooial
element of the project to the scale of the directly productive element
80 as to improve its economic statuss

(d) poseible reluctance by governments of countries with widespread poverty
to allocate heavy inputs of resources to multi~sectorial projects in

specific localities;

(e) the level of funds likely to be available from potential financing
institutions,

1.09 After such issues are resolved, sirong project preparation teams representative
of all institutional and other interests involved are required to undertake the
work of completing the feasibility study along the agreed lines. Ixperience shows



that foreign assistance can play only a limited role in furthering this work. A
common method is to assign overall responsibility for putting together the project
and integrating the various components to a small group set up within one

government agency, such as a planning authority. The specific studies and proposals
for the different sectors are then performed by the relevant government bodies or

by local consultants, guided and coordinated by the core group.

1.10 Whatever the method chosen, the core group should have access to independent
expertise to critically review the specialized fields (irrigation, civil engineering,
disease control, etc.) in which proposals have been made by govermment agencies.
These servioces can be provided by the FAO/World Bank Cooperative Programme, by
consulting firms (usually in relation to a partirular component of the project) or
by other sourcos with experience in investment project analysis. The E&O/World

Bank Cooperative Programme can also provide more general assistamce to governments
of the type represented by these guidelines.

2. FORM OF REPORT

2,01 The substance of a feasibility report (also commonly called a "project
proparation" report) obviously is more important than its format. However,
experience has shown that most projects are adaptable to a fairly common form

of presentation., If this format is followed it is likely that both the writer
and the reader of the report will benefit: the writer is thereby subjected to an
intolloctual discipline in putting forward the case for the project under review;
and tho rcader, hopofully, benefits also from having a narrative which succinctly
conveys only such information as is necessary for him to form his own conclusions
regarding the worthof the project, both technically and economically.

2,02 Regardlecs of the type of project, the feasibility report must provide:

the background and rationale for the project, including an analysis of the ‘
alternativesavailable; the detailed project proposals; the manner in which they
would be implemented; and finally the economic (or social) justification for the
project, Obviously, differcnt elements of the report will nced different emphasis
and depth of treatment from case tu case. Rural development projects, as a group,
are likely to require more than usual attention to the development options
oonsidered before deciding on the onc proposed, to organization and management,

to tho impact of the projeot on its beneficiaries and to the financial implications
for the government.

203 The writer has to exercise mature judgement in determining the depth of
treatment of the above points and other features of the feasibility report,
including its length. As a rule of thumb, the objective might be a short main
text of no more than 50 pages supported by a series of annexes, possibly in a
gseparate volume. As far as possible, the main text should present the project
in a form in which a layman can understand it, reserving specialized back=up
information (including maps, charts and tables) for the ammexes.



3o IYPICAL REPORT OUTLINE

3.01 Following is an outline of a typical feasibility report on a rural :
development project presented in the form of a Table of Contents for such & raport,
The remainder of the text of these Guidelines is in the nature of an elaboration
of the Table of Contents and follows the same sequence,

SUMMARY AND CONCLUSIONS

L. INTRODUCTION
II. BACKGROUND

A.  The Country and its Characteristics
B. Current Economic Situation
C. Importance of Agriculture in the Foonomy and Reeent Achievement

D, Income Distribution and Poverty
III. RURAL DEVELOPMENT STRATEGY AND PROJECT CONCEPT

A. Rural Development Programme
B. The Project Concept
Ce Selaction of Project Area

Iv, THE PROJECT AREA

A. Physical Features

Climate

Geology, Soils, Topography

Water resources and drainage
B. Bconomic Base

Agriculture and Livestook
Other primary sector activities
Other economic activities

Ce Social Features

Land tenure and size of holdings
Population and migration

Labour supply and employment
Income levels

D. Infrastructure and Social Services

Roads, bridges and transport facilities
Water and electricity services

Storage and marketing faoilities

Sccial services




E. Government and Private Institutional Structures

National and Provincial Governments
Local Government,
Agricultural institutions

Ve THE PROJECT

A  Description
B. Detailed TFeatures

Farm Development

Supporting Infrastructure and Equlpment
Supporting Services

Social Services

Ce Implementation Schedule
De Cogt Estimates

Capital Coot Detimateono
Jnmual Cost Estims.ces

E. Financing
e Procurement

VI. ORGANIZATION AND MANAGEMENT
Ae Central Authority
Be Ancillary Intities

VII, PROJECT BENEFITS AND JUSTIFICATION
A. Iconomic Benefits
B. Social Benefits
Ce Seneitivity Analysis

VIII, FINANCIAL IMPLICATIONS FOR GOVERNMENT

IXe OUTSTANDING ISSUES
4. Polioy Issues
B. Measures to be taken before Appraisal

ANNEXES



4o COMMENTARY ON REPORT OUTLINE

SUMMARY AND CONCLUSIONS

0.0 The main purpose of the summary and conclusions is to give the reader
very briefly the essential elements of the project. The seotion should ocover
in not more than twn/three pages: project priority, purpose and rationale,
location and soope, beneficiaries, main components, development period, ocost
estimates and anticipated financial and economic results.

I. INTRODUGTION

1.01 The introduction should mention very briefly the reasons behind the
decigion to propare the project, and its major objectives, together with a
history of preparation work. It should identify the authorities with major
responsibility and those cooperating within the country, and indicate any external
assistance received (UNDP, FAO, FAO/World Bauk, oonsultants, eto.).

Il. BACKGROUND

2,01 The purpose of this chapter is to describe the national setting physiocal,
political, social and economic = for rural development. It should in this way
demonstrate the need for a projeot in rural development and the level of commitment

of government to the project approach. It is at this point that the tendencgy for
reports to become discursive is greatest and the writer should exercise striot
discipline to ensure that only material directly pertinent to the projeot is pregentedy

A. The Country and its Characteristics

2,02 A brief description of the major geographical and physical features,
population, and the regional distribution of natural resources should be provided
hera.

B. Current Economic Situation

2,03 This section should cover only any features of recent economic developments
which have a bearing on the proposed project and on the alterratives atudied,

C. Importance of Agriculture in the Economy and Recent Achisvements

2,04 The text should again bear directly on the project which is to be proposed,
particularly with a view to providing the setting for the directly productive
elements of the project as distinct from the social elements.



D. Income Distribution and Poverty

2,05 A discussion of income distribution and poverty has obvious importance in
the preparation of a rural development projeot sinoe such projects are intended to
benefit primarily low income groups. The information presented at this point should
serve to establish the framework for the eventual justification of the selection of
a partiocular region, locality or line of action for priority attention under the
projeot. It should ocover available information on income distribution on a national
basis and give a regional or social dimension to the data. It should identify as
closely as possible the rural poor and the main target group (eege the poorest 40%
of the population) to be assisted by the project.

IiI. RURAL DCVELOPMENT STRATEGY AND PROJECT GOHCEPT

3.01 The main purpose of this chapter is to explain how the project inserts
jtself into a realistic rural development policy and how and where to approach the
problen.

A. Tural Develo~eni Programmes

3.02 The ourrent govermment strategy and ongoing and planned programmes to
alleviate poverty in the rural areas should be described and discussed. The
gsection should conteain a concise description of the institutions responsible for
development and social services, and any existing mechanisme for coordination, on
a national basis.

B. The Project Conocept

3.03 This section should weigh up alternative meens of promoting development in
the region or among the target group described in Chapter II (Saotion D) and should
justify in broad terms the approach to be adopted in the project. The seotion
ghould weigh the various optione open, their likely impact on production and living
gtandards and any associated disadvantages. Tor instance, if a ocommodity specific
approach to improving farm inoomes is advocated over a multi-sectorial regional
development approach, the reasons (e.gs low cost, wide applicability, technologiocal
gimplicity, administrative practicability, etc.) should be reviewed. The reasons
for rejeoting any other project proposals also should be given.

Ce Selection of Project Area

3.04 This section follows the discussion of income distribution and poverty and
the description of existing and planned rural development programmese.It should
justify the selection of the partiocular area or region (if the project is location
specific) and assess its priority for development in terms of the incidence of
poverty, the inadegquacy of existing programmes or investments, and its potential.

It ie possible that political considerations may play an important role in seleoting
the area, and if so, these should be brought out.



IV. THE PROJECT AREA

4,01 The purpose of this chapter is to highlight the partiocular advantages and
problems of development in the area selected, o review the resource base and to
idontify the potential for improving the standards of living of its population.

As in Chapter II, the desoriptive material should be restricted to that which

has a direct bearing on the proposed project. The presentation should be esgentially
interpretive: summary tables may be presented to illustrate the ourrent situation

but all detailed material should be asgigned to annexes.

A, Physical Features

4,02 Physical features to be described should cover the main geographical and
topographical features of the area and should relate tho area to other important
features of the country as a whole. The prinoipal oﬁjectiva is to show that the
climate and soils are suitable for the crops (or types of livestock production)
Proposed.

Climate

4403 ~ This should cover rainfall (monthly, annual, intensity variation),
temperatures, humidity, ete. It is important to bring out limiting fastors such as
the incidence of hurricanes or typho ong,frosts or droughts,

Geglogy, soils, topography

4.04 All land in the project area should be described in sufficient detail
to allow the main positive and limiting factors to be analysed and assessed.
Where possible, land classification maps at a scale not smaller than 1:50, 000,
using the UTBR system with standards modified in keeping with loocal physical
and economic conditions should be prepared.

Water resources and drainagze

44,05 Surface and underground resources should be described where relevant.,
Usually, this would be done from the viewpoint of the potential for irrigation
and of the need for drainage under high rainfall conditions, but it may also have
a bearing on the poesible provision of drinking water facilities.

B. Hconocmic Bage

4,06 iculture and livestock resources should be described briefly and the
major features quantified., The importance of these sectors in the economy of the
region, the proportion of people employed in these activities, the area and
output of major products and an approximate estimate of the value of these
products should be given. Recent trends should be noted, while the relative
importance of the sector to be assisted under the projeot should be emphagized,

4.07 Other prim sector activities (e.g. forestry, fishery, mining) of
importance in the area should be reviewed in the same level of detail.



4.08 Qther economic activities such as agrow~industries and rural handicrafts
should be carefully considered. If data are available, the number of families
engaged in secondary activities should be indicated, with at least an approximate
estimate of the total value of their products, so as to obtain an idea of thair
relative importance in the rural economy.

Cs Social Features

4.09 Social features of the préjeot area should be described under appropriate
sub-headings, of which the following are likely to be most generally applicable.

Land tenure and size of holdings

4.10 This should refer to the proportions of ownereoultivators, tenant-cultivators
and hired labour. Where possible, the size of holdings should be related to types
of tenure. The description should be dymamioc in the sense that any ohanges in

land tenure resulting from agrarian reform or settlement also should be referred t0.
The depth of treatment of the whole subject should vary depending upon whether or
not land reform or land consolidation is .n integral component of the project.

Population and migration

4.1 Data should be given illustrating such aspects as density per square
kilometre, pressure of population on the cultivated area, dependency ratios and
the literacy rate. It is important to define the rural population; often small-
towne and their so-called "urban population" are large villages, mostly rural.
Wherever migration is an important factor, annual or seasonal flows should be
judged and, if possible, quantified.

4.12 Labour supply and employment figures may not be readily available and
may have to be judged from samp%e surveys, A distinction should be made between
self-employed persons, dependents and wage labourers. Employment should be

categorized acocording to principal occupatione and an attempt should be made to
quantify the proportion consistently unemployed or underw-employed.

4613 Income levels will have been referred to earlier (see para 3.04) in
connection with the selection of the project area for special attention. At this
point, any more detailed data available for the project area should be referred to.
Other indicators of standards of living (housing, health, nutrition, eto.) should
be reviewed.

D. Infrastructure and Social Services

4,14 The amount of treatment given to these features of the project area will
depend largely on whether the project itself will have related ocomponents. Again
the writer will have to exercise mature judgement in this respeot. Llements

most likely to require attention are shown below.



4.15 Roads, bridges and transport facilities: Mileage of different olasses

of roads, number of major bridges and the amnual tonnage of goods moved by road
transport. Numbers of vehioles serving the area and an assessment of recent growth
rates,

4e16 Hater and electricity services within the region should be briefly
desoribed. The number of families served direotly should be quantified, and an
estimate made of the number of people served by public facilities, such as
street--corner taps, etc. Ongoing improvement programmes should be evaluated briefly,

417 tor and marketing facilities: A oonoise desoription should be given
of the marketing facilities, including those for agricultural inputs, and any
related agro-industries. f .

4.18 Social services available in the area, such as hospitals, dispensaries,
primary and high schools, etc., should be quantified, with estimates of the
number of persons served annually (e.g. number of beds in the hospitals, school
onrolment). The state of upkeep of these faollities may be briefly desoribed
(e.g. maintenance of buildings, school furniture, otqe)e Major disease probloms
and possibilities of control should be discussed, ;

E. Government and Private Institutioggg Structure
4.19 The respective responsibilities of nétiégﬁa and_provincial Governments in
the administration of economic development other governmen activities

within the area should be spelled out, to set the stage for the organization and
management proposals made under project. A discussioh of provincial Government

structure, autonomy and capacity is required.

4420 Local government institutions most probably will have responsibility for
certain foatures of the project and these should be réferred to. If there is any
restriction on the size or type of project that this mdministrative level may deal
with, this should be mentioned.

4.21 icultural institutions, government and private, operating in or serving
the project area, such as those concerned with staff training, extension and
farmer/farm family training, credit disbursement and veterinary and other
supporting servioes, require special attention, including assessment of the
capability of their personnel, Where relevant, the importance of farm associations,
trade unions, religious groups, etc. also should be discussed,



V. THE PROJECT

A. Decription

5001 This mection should very briefly define the objectives, location, size,
oomponents, costs, phasing, manner of execution, pattern of production and
expected results of the projects It is intended to give a concise summary of
the project components and objectives before going on to more detailed
descriptions.

B. Detailed Features

5602 Bach of the components of the project should be descoribed precisely and
in quantitative terms, reference being made to fuller details and specifications
in Annexes, The description should give a oclear picture of the type of works,
equipment or services proposed and the quantities involved. Estimates of cost
should be avoided in this section since *“e¢y can more appropriately he treated
in detail in Section D of the present chapter. :

5.03 Most projecta, whether of the rural development or the conventional
agrioultural production type, consist of one or several major components with
which are linked more numerous relatively minor elements. While the former may
be treated as separate items, it usually will be convenient to group the latter
in gome form or other for purposes of presentation. It is diffiocult to suggest
any hard and fast rules for such groupings but, in general, they should be the
same as those followed subsequently for the presentation of costs ito facilitate
crose=referencing. In this connection, some relevant considerations ares

(a) capital cost items should be distinguished from recurrent cost items
capitalized for financing purpo-es;

(v) civil works might usefully be distinguished from equipment to be provided
under the project (for comstruction under force account or for operation
and maintenance);

(e) of f-farm works should be distinguished from on=farm works;

(a) directly productive investments (such as investments in irrigation facilities)
night bo separated out from (i) production support infrastructure (roads,
ports, markets, storage facilities, eto., and Eiij social infragtructure
(domestioc water supplies, health olinics, schools, rural electrification,

cto. )o
An indicative breskdown of project components is given in Appendix A.

5.04 Even allowing for the fact that detailed descriptions of these items
are included in annexes, it may sometimes be desirable to adopt two levels of
desoription in the main text. The foregoing account should be sufficiently
succinot to maintain an overall view of the project and the interlooking nature



of its various components. If further detail regarding any of the individual components ie
oonsidered necessary in the main text, it is suggested that it ahould be
elaborated in separate sections immediately following this one.

505 Farm Development: This section should refer to the number of farme and
the aorcages involved and the types of work to be undertaken (e.g. land clearing,
foncing, irrigation system, drainage, pasture development, farm buildings, farm
machinery and equipment, breeding atock, etc.). These works normally are carried
out by farmers, or on account of the farmers, with the assistance under the
project taking the form of the provision of credit. The proposed actions may be
illustrated by the preparation of a series of farm models representing the various
types of enterprise to be included in the project. Alternatively (and this may
be more appropriate when a large number of small and very diverse fa?ms ars
involved) a series of plans may be drawn up for homogeneous sub-areas and brought
together as a global plan for the project area as a whole. '

5.06 Supporting Infrastructure and Equipment: This consists of off-farm works
undertaken to directly support farm enterprir-s. It may take the form of land
Consolidation, irrigation and drainage facilities, access roads, facilities for
marketing, packing and processing, etc. Iquipment for construction may be
included in the project when, for example, an irrigation depariment is responsible
for undertaking the construction work under force account. Similar provigion

may be made for equipment required for the operation and maintenance of projeot
works. Such equipment might include vehicles, bulldozers, graders, etc, :

5.07 Infrastructural works should be designed to a suffiocient degree of detail
to permit the significant construction work quantitios to be estimated to an
acouracy of some 10% as a basis for cost estimates of the same order of acouracy.
In projects including settlement, for example, a semi-detailed outlinme of the
settlement pattern would be required in order to indicate length of roads, nature
of water development and distribution, area to be developed, etc.

5.08 Where the degree of accuracy of the preliminary estimates is difficult to
determine because of lack of adequate engineering data, or where the degree of
possible error is greater than considered tolerable (eeg. where the economic
Justification of the projeot is likely to be marginal), it would normally be
necessary to have detailed engineering studies., This is often so in the cage

of roads, but it might also apply, for example, to irrigation canalse. Buildings
such as warehouses, silos and market places should be designed with local
construction methods and materials and the possibility of a "self=help"
contribution in view.

Sugggrtigg Services

5.09 Supporting services to be financed under the project might include those
for any project authority as well as extension services, foreign technical
assistance, etc.



5.10 Extension services are a major input in almest all rural development
projects. The number, grade and availability of additional extension officers,
their transportation, office equipment and housing requirements should be given.
If the project includes staff or farmer training components, their relationship
to the national or provincial training system should be described: the required
facilities should be listed by components such as classrooms, dormitories,
laboratory equipment, etc. ‘

Ha 11 Foreign technical assistance might be required for initial back-stopping
of the project by way of management, straight teuimical support, investigations
for follow-up projeots, etc. Such assistance is usually expensive and the

need should be fully justified in each case.

Social Services

B5e12 The inclusion of various components which are not directly productive
is one of the typical characteristics of a rural development project, In most
developing countries the greatest potential for improving the quality of life
of the rural poor is through the provisiom of facilities eoncerned with health
and dipoaso control, education, drinking water and aelestricity supplies and
village community facilities such as recreation halls. Obviously, thewe may be
a degree of overlap between these components and others of a more directly
productive nature: e.g. improved access roads required for marketing and the
supply of inputs will have other benefits of a mocial nature.

5.13 Health and disease control may be important project actions and in this
section the investmonte required for them should be stated. The partioular
prophylactic measures nocessary should be described, Hospitals and dispensaries
to be included in the project, their staffing, number of beds and partigulasr
emphasis, if any, should be mentioned. The number of people tc be given
adequate protection by the project should be given. ;

514 Education is frequently a project component, and might inolude improvement
of school facilities, and investment in new schools and their equipment, It may
include training facilities for agriculture or for rural works programme :
supervigsors. The number of such institutiona, their ammual throughput and

their requirement of land should be mentioned, Provision of iraining material,
laboratory facilities, etc., should be detailed in this section.

515 Water and electricity supplies. Improvement of domestic water supplies
is a component in many rural development projects. The source and method of
water supply should be described, with the mumber of private and publio outlets
and an ostimate of the number of families they are expected to serve, The number
and capacity of the major items such as pumps and storage tanks are also required.
If supply of electricity is one of the project items, the source of supply, the
mileage of transmission, number of transformers, the number of meters and, the
peak demand should be indicated.



¢, Implementation Schedule

5e16 This section should desoribe the time phasing of all project actions
including non=farm and on-farm works. The desoription might be supported by a
detailed graphic presentation such as an arrow diagram and bar chart.

5a T This section is very important because from ﬂt ig derived the phasing
of expenditure, and hence the disbursemont pattern of the loan. As different
lending agencies have different lending practioces, it is necessary to tailor

the project to the requirements of the particular ngency in view. If, for
instance, the project implementation period first in mind were longer than

the normal disbursement period of the financing agenoy, it may be possible to
divide tho project into two stages involving two loans with shorter disbursement
periods. Most commonly, the disbursement periodsfor agrioultural projects are of three
to five years, but longer periods are required, for example, in the case of
projects involving tree orops.

D. Cost Betimates

5. 18 The importance of accurate cost estimates cannot be over—amphasized.
They are the basis for determining the eoconomic and financial viability of the j
project and also for funding the project. All costs should be broken down to :
show the foreign exchange and local currency elemenis. The foreign cost component
includes the cost of items fully imported (including any foreign techniocal

assistance) and the import component of goods manufactured locally. Data in

this Section should be presented in such a way as to facilitate oross-referencing

with Section B above ("Detailed Features").

Capital Cost Estimates

519 Estimates for capital costs should be presented in summary in the main
report and a detailed breakdown with supporting data, including quantities and
unit costs, should be given in an annex. The heads under which the costs are
summarized in the main report should correspond as olosely as possible to the
approach adopted in the earlier techniocal desoription of the detailed features of

the projoct (see para 5.03).

5.20 Cost estimates for any major supporting infrastructure, such as irrigation
works and feeder roads, should be based on justified unit rates and quantities
dorived irom the preliminary layout and design. Where items of equipment for
congtruction of the main works or for project operation and maintenance will be
prooured under the project, these should be shown separately. Equipment should

be costed on the lLasis of the manufacturer's or agent's quotations (CIF).

521 On~farm development works, etc. are usually costed by multiplication
from dotailod development plans for representative farm models. However, since
the farms involved in rural development projects are likely to be very small
and lacking in homogeneity an alternative approach might be considered more




appropriate, This would involve the preparation of cropping patterns for
homogencous (physical, human and economic) sub-areas and the derivation of

all investment costs Eas well as input requirements and benefits) first on a
per hectare basis for such sub-areas and then as an aggregate for the sub-areas
and for the project area as a whole. If this approach is adopted, a limited
number of farm models would still be required to show the possible farm income
and cash flow,

Bel2 Recurrent costs. World Bank policy normally restricts financing to
capital oxpenditure. However, the concept of capital expenditure has been
broadened to include the inventory of materials required for the initial level
of operations or to raise it to a higher level,either starting up expenses of
projects, technical servioes to prepare studies, train local personnel, or
give advice to local institutions, etec, The operating costs of executive
agenoies (extension, etc.) during the development period of the project have
also been eligible for Bank financing. Such expenses have been treated as
"capital" items on the reasoning that they oreate "assets" which are expeoted
to produce a stream of goods and services over a period of years.

5.23 Contingencies. To all cost cutimate factors should be added for
physical and price contingencies, the percentage varying according to the
degrec of confidence in the ostimates and the poseibility of price esocalation.
Although the price escalation factor is left out of account in the economioc
annlysis of the project (sec para 7.06) it obviously is of importance in
drawing up the financing plan.

Annual Cost Estimates

H5.24 As stated before, certain recurrent ocosts may be capitalized during

the construction period. Whether or not required for the capital cost estimates,
estimates of annual costs for the project authority and for participating farms
are required for the economic analysis of the project over its full life.

5425 Project operation and maintenance costs. Operation costs arc caloulated
on the basie of salaries and other rocurrent expenses and maintenance costs
usually on an appropriate percentage basis of the capital costs of the works.
Roplacement costs for project equipment are estimated go as to set aside
sufficient funds to replace the component at tho end of its useful life. Any
annmual payments for amortization of the capital cost should be doduoted from .»
the annual provision for replacement.

5. 26 Farmers' operating costs arc derived from farm budgets for representative
model farms mulitiplied by the number of farms to give aggregates for the projeot.
Essentially, farm budgeting is an accounting exercise, documenting cash

payments and receipts. Payments, or costs, include items such as seed, fertilizers,
hired labour, sprays, operating costs of transport and machinery, water charges,
etc., as well as overhead costs such as management, depreciation, insurance, etoc.
Since family labour is not a cash cost it should be excluded from consideration

at this BtaGEt



5¢27 Although particular elements of the farm budgets are referred to at
different places in the main text, it is convenient to present the full analysis
in one annex. This should include a cash flow table covering the life of the
project, which would at tho same time indicate the oredit needs of the farmer.
In this connection, a distinction should be made between long, medium and short
term oredit according to whether the loan is for fixed improvement, for purchase
of maohinery and equipment, or for annual operations. The farm budgets should
also be taken into acocount when assessing the repayment capacity of the farmers
in relation to the terms and conditions suggested for the loans (interest rate,
repayment period and schedule, grace period). The format of a typiocal cash flow
table is set out in Appendix B. i ;

E. Financing

5428 It will usually not be possible or desirable for the feasibility study
team to put forward a full financing plan for the project. However, in order
to help those who will make the financing Acoisions, the feasibility report
should foreocast year by year over the invostment period of the project, the
total expenditures, divided into foreiga ourrency cogts and local costs. Othep
faotors relevant at this point are the proportion of the loan which might be
borne by the international finanoing agency, bilateral sources (in the event of
joint external financing), the govermnment, farmers and other participants.

.. Understandably, international financial institutions and bi-lateral agencies

usually are most interested in meeting the foreign exchange costs of a project,
but increasingly a proportion of the local currency costs also is being finanoed.
Thig has special importance in relation to the finanoing of rural development
projects, since the social and infrastructural components of such projects might
have low foreign exchange oosts.

F. Procurement

529 Most multilateral and bilateral financing agencies. have their own
requirements for procurement and this gseotion should explain the relevance of

these to the items to be purchased under the project and how the conditions would
be met. For example, the World Bank requires that borrowers obtain goods and
services (other than consultants' services) on an international competitive basis
unless another procedure, more appropriate to the circumstances, has been agreed
betweon the Banik and the borrower. Procurement under loans for agriocultural oredit,
1ivestock or for rural works programmes consisting of many small sub-projects,

does not require international competitive bidding, except where items can be
gsuitably contracted or procured in bulk, for example, for fertilizer. Minor oivil
works and small equipment items are typically provided under World Bank projects by
bidding among loocal contractors, or local suppliers, or sometimes by "force account"
uging the resources of a public agency of the government or the borrower. Again,
this has special relevance to rural development projects.



VI. ORCANIZATION AND MANAGELENT

6.01 This chapter is concerned with how the project would be executed and
operated and with the suitability of the administrative management proposed for
those purposes. In general, it should show which agency would be the borrower,
which entity or entities would be responsible for the various aspects of projeat
execution and operation, and how the funds provided for the project by the
external finanoing agency and the government would be channelled to the ultimate
borrowers. ,

6,02 The formulation of satisfactory organizational proposals for rural
development projects usually is even more diffiocult than for conventional
agricultural projects because of the multi-sectorial approach and the need for
coordination among various depariment and government agencies, on the one hand,
and between government and elected groups, on the other. Furthermore, rural
developinent projects involve larger numbers of people than most other types of
project. Institutions to look specifically after the rural poor generally are
lacking and the boneficiaries themselves d4sorganized. The cooperative movement
nmoy sometimes make a contribution in this direction. Frequently, however, the
cooperative movement comes under the control of the bigger farmers and village
traders, and in its existing form may not be suitable for the mase of the rural
poor. This leaves project plammers with the unenviable task of setting up new
organigzations. On the other hand, a radical transformation of an existing agency
(e.g. cooperatives or Depariment of Rural Development) may be equally difficult,
unlens the QGovernment is willing to make substantial changes.

|

6,03 Bearing these considerations in mind, and the multiplicity of different
types of rural development project likely to be formulated, only some very general
guggestions can be made as to the form of presentation and contents of this part
of the report. In this connection, it is useful to begin with the central
agency or agencies and then to refer to ancillary entities.

A. Central ﬂuthoritx

6,04 Some rural development projects, partioularly those of a multi-sectorial
type, will involve a number of government agencies (such as Ministries of Planning,
Agriculture, Public Works, Health, Rducation, etc.). In such cases it clearly
is ossential that machinery should be established to ensure coordination at the
centre. Such coordination might be required in the first place at the policy
making level and in the second place at the day~to-day management level, For the
latter purpose, it may be preferable to zet up a special entity at the national
level to deal with the rural development project, partiocularly if the project is
to be cne of a succession of similar undertakings. Similar entitites may be
roquired at lower administrative levels (regional, provincial, local, etc.)

gince rural development projects frequently will be ocdnocerned with small-socale
community facilities normally financed through local budgets.



6.05 Wherever possible, the coordination of different levels of project
organization should be such that it ensures a flow of information and ideas from
the central organization to the field, and even more important, from the field to
the policy~makers. The functions and powers of the various tiers and their place
in decision=-making should be clearly stated in the report. The responsibilities
for ocoordination should be given. If there is a Board or Commission for Rural
Development, its legal status, functions and powers should be explained. It is
very inportant to assese the capabilities of the proposed staff at the differemt
lovels and to evaluate their past performance. An organizational chart should. be
included. '

6.06 An illustration is given below in summary form of an organizational
structure adopted for an on-going rural development project financed by the World
Bank. :

Illustration : Under a World Bank financed rural development project

in Mauritius provision was made for the strongtheaning

of the project planning and execution capability of
existing government machir-ry. The pverall programme
would be coordinated by whe Rural Development Committee
of the Cabinet (RDCC) chaired by the Prime Minister.

Ite secretariat would be under the Rural Development

Unit (RDU) of the Ministry of Dconomic Planning. ' This
unit would include a Project Manager, senior officers

to coordinate the Village Improvement Programme and staff
for a small monitoring section, The Project Manager
would be the secretary of the RDCC., The Project planning
units of individual key ministries would be strongthened
to ensure: (a) close ministerial cooperation in the
follow-up maintenance and staffing of the projects; and
(b) an adequate pipeline of labour-intensive projeots

for follow-up phases. The conetruction of all projects
would be carried out by the Development Works Corporation,
a corporate body established under the Development Works
Corporation Act of 41970.

Be Ancillary Entities

6.07 The ancillary entities likely to be involved in the project at +the local
or field level might include:

(a) Local government bodies (such as Local Councils);
(v) Research and extension services;
(o) Marketing bodies (including oooperatives);

(a) Farmers' organizations.



6.08 In each case the precise role of the entity in the implementation of
the projeot should be gpelt out, together with a convincing explanation of
the ability of the entity to undertake the responsibilities assigned to it.
Staff requirements and availabilities should be given special attention

and, where necessary, the qualifications and expericnce of key personnel
should be given.

6.09 Where oredit to farmers is involved, the credit institutions should
be apgessed in relation to capacity to undertake the proposed lending
programme. Points to be considered are legal charter, capitalization, powers
and funotions, direction, management, delegation of authority, internal
organization, staffing, aoccountancy and ocontrol, auditing, finanoial accounts
and projectiono, operating policies, terms and conditions of lans, geourity
requirements, procedures for loan appraisal, disbumsement and célleotion and
the loan repayment reoord. : '

6.10 In the chapter as a whole the objective should be not to explain the
ingtitutions as such but to explain how the project would be organized and
managed and the contribution which the various entities would mgke towards
that cnd. a

VII. PROJECT BENEFITS AND JUSTIFICATION

Te01 As indicated in the Introduction, one single distinguishing feature

of rural development projects is their orientation towards the loweincome
rural poor. This section of the report should therefore conclusively
demonstrate that the proposed project actions would in fact lead to an
alleviation of the condition of the target inocome groups Broadly, the typical
project might be expocted tos

(a) Improve the general quality of life of this group :
and their productiuty by giving them eagier access to social
sorvices and amenities such as communications;

(b) raise the average incomes of such groups directly through
investments in means of production (an approach whioch implies
that the individual in lowsincome group is the operator of an
agrioultural holding however small that might bega

T+02 Various techniques for weighting oconomic and social benefits which

lead to the production of a quantified estimate of a project's soocial

returns have been developed in recent years 1/. While these techniques
provide a useful means of comparing the relative advantages of alternative
projccts they rely heavily on the subjective allocation of acoounting prices

1/ The Little~Mirrleos approach as in : Little, I.M.D. and Misrlacs, J.A.:
Manual of Industrial Project Analysis in Doveloping Countries, Vol IT,
OECDy Paris, 1969. The Sen-Dasgupta~Marglin approach as in: Guidelines

for Project Evaluation, United Nations, New York, 1972.



to all projoct ingrodients and products. Thoy also tend to. disguise many of
the advantages and disadvantages of a projoot which, if brought out into the
opon, could boc weighod individually in the decision-making process. Until
thesc toochnirucs are refined, the distinotion between cconomic and social
benelite should be clearly drawn in justifying rural development Projects,
and the presontation should concontrate on providing a properly informed
busis for docision=-moking. This may involve calculati* -~ the oconomic return
on the dircotly productive elements of the project, of which the ooste and
benofits can usually be quantified, and making o separate qualitative
acgossment of the non~quantifiable social eloments.,

A. Toonomic Boncfits

7.03 4 "oconventional' assessment ghould be made of the economic benefits

of the "direectly productive’’ elements of the project. The most common

motho . of doing this is by measuring the project!s "internal economic

return", which may be defined as "the rate of discount at which the total
present value of costs incurred during the life of the project is equal tc the
total present valuc of benefits accruing during the 1life of the project."
Typically in an invostment project costs are bunched at the beginning of the
project while bonefits only begin to accrue after a lapse of time. The
appuicalicn of a discount factor cnabius theso costs and benefits to beo
conparcd on o level footing on the bagis of thoir present value.

7o 000} To caloulate the intornal sconomic return it is necessary to construci
A sable, which ghould be given in an annex, showing the costs and benefits

uwl the incremental incomo dircctly attributablce to the productive elements

as tacy accruc oach ycar during the life of the project. Using Prosont .
Value Mables 1/, tho rate of return may then be arrived at relatively simply
au wlluetrated in summary form in Appendix C.

705 In a project with soveral distinct produotion olements (c.ge agriculturc,
forestry, {icherico, agro-industrics) the coonomic viability of ocach olecment
chould be demonstrated. Az in conventional agriocultural production projects,

the ine 1tal output rosulting from projcot actiong should bo projoectod

ovor the life of the projoct along with oxpec->d prices to derive the benofit
ctream roferred to above. The cost stream (investmont and operating costs)
should enly include those items direcctly assooiated wath the production

procecs i.c¢. tho social costs doalt with in the following sccti - should be
cxoluded from the analysis at this point.

7.06 . The analysis here should be strictly economic rather than financial,
isce 1l should refiect the point of view of the eoonomy as a whole rather
than the standpoint of tho individual farmer or other ontitics participating

l/ These are roadily available in a numbor of salos publicationse



in tho project. Somo items takon into acocount in the financial analysis
which need a different treatment in the internal economic return calculation

aro:

(a) Subsidics which operate to reduce input costs must be added
back into the market prices for such inputs;

(b) Price contingencics are omitted from project costs sinco it
is assumed that inflationary tronds will affect the prices

of inputs and outputs ocqually;

(¢) Markot priccs, foreign oxchango and labour ocoste should be
"shadow priced" if the market rates are considerod to bo
artificially distorted; ‘

(2) Taxos, dutles, otc. are not deductod from the income stream
a8 in tho finanoial analysie since they represent transfor
paymonts within the community;

(¢) Deprociation is not taken into aoccount since the internal
economioc roturn calculeiion assumes a closed oycles

B, Sooial Bonefits

T+07 Social benefits should be presentod in the context of the Projoct's
baoic objootives, If the principal aim of a project is to develop a morec
cquitable distribution of income in the target population, cmphasis should
bo placed in the presentation on the oxtent to which it meéets this goal.
Similarly, 4if tho objoctive is omployment, & thorough assessment of the
job=oroating impaot of the project should be mado, Some of the following
indiocators may be used in the assossmont of social benefits,

Inocome Distribution

T.08 Tho extont to which the income of tha poorest sector of the population
is improved as a result of the projoct rolative to that of the other scctors
should ba shown, Idoally projections of inocome levels for each income
quintilo of the population in the projoct area, with and without the project,
should bo presentod. Altornatively o oomparison might be made of projootod
incomes for cach farm sizo Zroupe

Employmont

Te09 The extent to whioch the project roduce® underemployment and
unemployment should be assessad, Generally this can be quantified in terms

of the number of man-yoars of work created by the project, with a distinction
being made betwoen permancnt employment and omployment during the construction
phases Tho number of jobs oreated might bo éompared to the Project increasc
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in tho labour forco., When a deliborato attompt has boon madse to substitute
machinery by labour the sost (in finanoial torms) should bo showne

Aooonﬁ to Land

7.10  If tho projoct contains @ land reform cloment, tho distribution of
land utilization rights, by type of tenuroc, bofore and aftor the projoot
gshould bo demongtrated. ‘ :

Intornal Migration

To11 In countriecs with sorious metropolitan growth pmoblems it may be
usoful to attempt an evaluation on the probable impact of the projest on
rural-urban migrationy If satisfaotory urban acciunting or planning oosts
aro available the savings in ineséapable uyban absotption ocosis resulting
from roduced intornal migration may bo ineluded among tho economig bonefits
of the projoot, '

Nutrition and'HdgEjh

Te12 If the projoct is sited in an arca with rooognized nutritional or
hoalth problems, {ts oxpocted impact on t.osa problems should be assoseed.
If a quantitative assossmont is possible ihe nutritional offects may %e bost,
doscribed in relation to axpeoted lovols of daily protain and oglorio intake
rolative to present lovols,

Othor Living Stgggggg Indioators

7.13  Levols of acoess to utilities and sorviccs befope and after project
implomontation relgtive to national yural and urban gverages might be

oomparod. Itoms roviewed qould inglude demostio watqw, eleotriolty, telophone,
roads, schools, hoalth somvices, merkots, agrioultural aupplias,"extansion
gorvices, oto.

Te14 "Sonsitivity analysis™ is usually undoriaken to indicate tho
sonsitivity of the ogonomio calaylajions to changes in some of tho moro
important basic assumptions madqy such as avorage ylelds, "shadow"” labour

and foroign oxchange ratos, oteg It involvos simply the subatitution of |
altornative figuros for the ones opiginally chosen ayid a rocaloulation of f
the rosults in torms of the intermal goonomic returny In order to illustrato
tho implication of "loading™ a sursl devolopment projeoct with sooial
infrastructure and sorvices it may be useful to demonmstrate the sensitivity

of the rate of return ocaloulatod on the produstive elements of the project

to suocessive inorcments in tho @osts attributable t¢ these sgolial olomonts.



VIII. FINANCIAL IMPLICATIONS FOR GOVERNMENT
W

8.01 . A clear wnderstanding is nceded of tha budgetary implications of the
projoct at all lovels of govermment, Although an analysis should be made of
the finanoial implioations for involved agonoios of the proposcd project in
its investment phase, partioular attontion noeds to be glven to idontifying
additional reourront gosts consequent upon projoot implementation. Suoh
costs include maintenance of works (roads, irrigation schemos, water supplies,
otc.) and the continued provision of servioos (extonsion, health, oducatien,
otc.)s A detailed analysis should be presontizd in an annex to show the
projected annual balanoc botween costs to government and rovenucs likoly to
bc gonorated from sourecs such as ducs and taxation: This analysis would
indioate the roquiremonts for, and level of, subsidics and ocauld be usod to
domonstrate a need to rostrict the scope and scale of a project becausc of
difficultios of raising rovanues locally. Whoro a country is known to have
foroign oxehangg limitations, the annox should also prosont a projocted
foreign exchange balance (valuc of oxports loss imports) for the projoot.,

IXy OUTSTANDING ISSUES

Ae Eolicy Issuos

9.01 Therc are fow projgets which have no outstanding polioy isoues which
must be rosoived by govermments before the projeot can be appraised for
financing, Commonly these start at the identifioation stage in relation to
the salogtion of thg partisular project area or type, or oven the docision
to make o poal cffort at achieving rural developmont, Thopeaftor dcoisions
arc partieulariy noodoed on tho lovel of support to be givon to a particular
group of poople or rogien or the lovel of wator chargos to amall farmers, or
the agency whiek will have tho leadorship of the proposcd activitiosy, While
most poliey issues should have been rosolved by the timo the preparation
roport is completed, in somo casds prosentation of tho roport and a oloar
ptatomont of the outstanding icsues is the only way of reaching high lovel
dooiaiona.

' B, Measurcs To Be Takon Before Appraisal

9.02 Froquantly tho proposed projoct activitios aro based on judgemont
using an inadequato data base. The preparation group may nced to ocomplete
gurveyo, air photography, or to present additional data aftor the roport

is procented, but prior to appraisal. This may be acceptablo, but judgomont
hos to bo oxepeised as to tho roliability of oxioting data e in other words,
1t should oloar that the work to be comploted aftor the roport is writton
will sorve only to substantiatce tho main projoeot propoegls and will na+
chango thom significantly,

¥ ¥
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ANNEXES

In order to kcop the main projeot proparation report as short and
ooncise as possibloy all dotailed supporting matorial should bo assigned to
annexes. In practico, tho most common procodure is for tho annoxes to be
proparcd firgt and to oonstituto tho basic for the main text.

The number, thomos and completoness of annoxes proscntod will, of
course, dopend very much on tha scope of the project under proparation. Thoy
may also roflcct the composition of the proparation team. Generally, howovor,
annoxos may bo groupcd into two broad classifioations: annexes which arc
dogoriptive of the oxisting situation, institutions and dovelopmont potential
taken on the national and project lovel, and ammexes which provide matorial to
support tho proposed olemonts of the projoet and its justifiocation, -
first olass of annoxos provides supporting information for tho "Background!
"Rural Development Stratogy and Project Concept" and "Projeot Aren chaptors
of the main roport, whilo the seoond olass 'of amnex¢s provides dptailed
matorial to support the lator chapters of the raport,

Like thoc main roport, annex¢s shouid be kept short and only onter
into detail to tho level that is egnsiderod nogessary for an wderstanding
of the projoct and its justification, The dopth-of treatment ascorded to
any aspeet of tho projoct doalt with in annoxos doponds emeentially on the judgament of
tho project proparation team; Annexes deglgnod to suppedt major or more oritical .
projaot clomonts nocossarily must be more dotailed than thosc whioh prosont
matorial to support loss important elomentsy Tho lovel of detall prosontod
may also rofloct the degrec of information avadlableg but carc should bo
takon not to ovorload annexos with irrclovent information just booause the
data happensto be available, Whoro mish information of marginal relevanoce,
but of possible intorost to an appraisal toam, has been gathercd during
projoct preparation, this may *usofully bo assomblod as a: callootien of working
doocumonts to which roforonce may be made in tho roport,

L]
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PROJECT COMPONELTS

INDICATIVE BRIGAKDOUN

Farm Development (in the desoription: how mazny farms and which arcas

1.
12.

13,

are involved)

Short=tern credit

On~farm investmeni (medium and long-torm credit)

Lt vttt

Land improvement (land clearing, levelling, eto.)
Plantations (trees and seumi- permanent crops)

Pasture invostments (pasture establishment, fencing, e‘cc. )
On-farn stocking

Farm implements and farm au11d2nga

Tarm irrigation facilitiec

Other

Food Aid « Subgidies

Cdllect;!e Productive Infrastruciure

Land consalidation

21

22,
23

24.
25,
26.

Agrarian reform
Cadastre

Settlement establighment
Land oonsolidation
Other '

Irrigation rehabilitation
New Irrigation

Ixtension of an irrigation ngtuork
Collectivo pumps

Wells (inoluding pumps)

Pilot Schemes

Engineering designs

Other

Drainace
Mood Control
Other

Suggortina Production Infrastructure and Services

Roads and cormunications
Marketing

3.
32,

e

siorage
transportation
working fund
nmarltet placas
other
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6.
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APPENDIX A

Page 2
33, Agripultural Research
3. Livestock breeding units
35 Seed production (including seedling produotion; seed=processing
plant)

36, Agro-industries

- dairy

- group processing equipment

- other
3T Machinery (in rural development projsots, machinery ic not, usually,

an on-farm investment); inoluding workshops .

38.  Plant disease and pest control 1 !
39. Animal health (including health ocampaigns)
Foresiry
A, Reafforestation (most often include eropion control)
42. Erosion oontrol, watershed management
43. Forest exploitation
44. FPoresat industries
Ticheries

Supporting project services

61, Project administration and development services
- oentral services
- extension servioces
- other services and agrioultural institutions
- technical assiptance
62.. Farmers organization
63. Training
64. Smieﬁ
Scsial Investments and Services
T1e Health
~  equipment (including the oorresponding services)
- disease control
T2, Scheols
73. Water supply
T4. Eleotrioity supply _
15 Village equipment (sanitation, Qollective buildings,

recreationaly etc.)



Sample Format of Cash Flow Table for Imdividual Project Farm 1/

Pra- .
project Year 1 Year 2 Year 3 Year 4 Year.S Year § Year 7 Year 8 Year 5 Year 10

1« Cash Inflow

(a) Total sales (zross
revenue) 2

(b) Farmer!s contribution 3/

Ec] Long-ternm loans 4

d) Seasonzl loans

(e) Total Cash Inflow

2. Cash Ouiflow

a) Investment costs 6
b) Recurrent cosis 7
(¢) Total Cash Outflow

3. Cash Balance before
Debt Service

4. Loan Out standing

5. Debt Service

(a) Interest on seasonal
loan _3/
(b) Interest on long-term
loan
(c) Seasonal loan
amortization 1_0/
(d) Lonz-tera loan
amortization 11/
(e) Total Debt Service Payments

6. Cash Balance after Debt

Service 12/
T. Taxes

8. Net Cash Balance 13/
9+ Cumulative Cash Balance 14/

(see footnotes overleaf)

| of%eg
T Y aniaay

e
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APPENDIX B
Page 2

Sample Format of Cash Ilow Table for Individual Projqct Farm

Notos

This table is usually derived from a series of more detailed tables concerned
with the Investment Costs, Recurrent Costs, Gross Revenue, etc.

Value of total farm production valued at farm—~gate prices less the value of
subsigtenco consumption and crops used for another enterprise such as
liveptock production.

It is agoumed that where farmers have resources of their own they will
contribute towards the development of their famms, complementing investment
loane. Iere, thoir actual cash contiributions anly are entered.

The volume of these loans should be decided on the basis of investment
roguirements, foarmer's own capacity to contribute and incremental ocash
bonefite. Theo loan disbursement period should be kept as short as warranted
by the ocash flow..

Normal seasonal credit may be utilized if the instltutlons exist in the
project area.

Capital expenditure here is tho actual real capital put on the farm each Yyear,
regardless of any grace periods on loans, etc., and provision must be made
for replacements wherce necessary. No provision is made for cost escalation
at this point.

Includes all cash costs (seeds, fortilizers, hired labour, operating costs
of transport and machinery, etc.) valued at form-gate prices as well as
overhoad costs such as management, depreciation, insurance, etc. Since
family labour is not a cash cost it should be excluded from consideration
at this stage. IFinancial charges, although of a current nature, are also
oxcluded at this point.

Interest on average loan.
Interest on loan outstanding at cnd of year (from Item 4).
Since this loan is for less than 12 months it should equal Item 16d)s

Amortization of long-term loan as in Item 1(c). Amortization should be in
equal annual instalments and there ma be need for a grace period of up
to 3=5 years after disbursement.

Itom 3 minus Item 5(e).

Item 6 minus Item 7.

Summation of Item 8,



Saaple Calcﬁlation of Internal Economis Return
(The internal economic return is ebout 17.5%)

Year 1/ Invesiment (Incremental) (Incremental) Balance Present value Discounve¢ Preseni valus Discounted
costs operating  gross returns (3)-(2)-(1) of 1 at 18% balzace of 1 at 17% balance
costs anmal discount (4)x(3) annuzl discount (4)x(7)
2/ 2
(1) (2) (3) (4) (5) (€) (1 (8)

1 100 10 - -110 0.847 -93.2 0.355 -94.0
2 400 20 - ~420 0.718 -301.0 0.731 -307.0
3 300 20 100 —220 _ 0.609 =134.0 0.624 =137.3
4 200 30 200 =30 0.516 =15.5 0.534 -16.0
5 = 30 200 +170 0.437 +14.3 0.456 +77+5
6 -~ 30 210 +180 0.370 +66.6 0.390 +70.2
T - 30 220 +190 0.314 +59.7 0.333 +63.3
8 - 30 230 +200 0.266 +53.2 0.265 +57.0
9 - 30 240 +210 0.225 +H7.2 0.243 +51.0
10-20 - 30 250 +220 1:050 +231.0 . - 14177 +258.9
Total “12.3. +23.6

1/ Covers life of project.

_2] Present value figures taken from standard tables in a variety of publications. TFhe annual Gi scount percentage is
arrived at on a trial and error basis by successive approximation until the algebrical sum >f th2 discounted
‘balance column is as close as possbile to zero. It is useful io romenber thab after a perisd of 3040 years
all the discounted values become megligible. : : : s
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COOPERATION BETWEEN FAO AND THE WORLD BANK

Report of the Joint Task Force to the Joint Steering Committee

INTRODUCTION

1. Approximately ten years after creation of the FAO/WB Cooperative
Program (CP), FAO and the World Bank agreed to conduct a joint study of
their relationships, with particular attention to the CP. The study was
not the result of any crisis in relationships; nor, in fact, has any such
crisis been discovered. Rather, both the Bank and FAO had undergone re-
organization and both had decided to attach increased emphasis and urgency
to their shared priority objective of accelerating agricultural develop-
ment in the developing countries, This study has been an effort to evaluate
the patterns of FAO/Bank cooperation in order to determine what measures,
if any, might enhance FAO's and the Bank's combined capacity to pursue the
objectives they share.

2. A Joint Task Force conducted the study in the first half of 1975.

This report is a summary of the task force's findings and recommendations.

They are based on interviews with more than 300 people in Rome and Washington,**
extensive quantitative analyses of activities, costs and -- to the extent
possible -- performance indicators, reviews of approximately 20 project

files, a questionnaire to CP staff and two days of comment on the task force's
detailed progress report by a twelve-man "Joint Steering Committee." Since
the Steering Committee's progress review, informal meetings with individual
committee members have provided further invaluable guidance.

* Detailed supporting annexes have been prepared for directly affected
managers.

*%  Including interviews of all available Bank agriculture mission leaders,
division chiefs, and assistant directors, all available professional
staff and key administrative staff in the CP, and 75 FAO executives not
in the CP.

**% The members of the Steering Committee are:

Mr. J. Kearns (Chairman), Director WB Organization Planning Department;
J. Huyser (Vice-Chairman), Director, FAO Investment Center:
. M. Yudelman, Director, WB Agriculture and Rural Development Department;
M. Hoffman, Director, WB International Relations Department;
Haynes, WB Regional Assistant Projects Director, EMENA;
R. Picciotto, WB Regional Assistant Projects Director, S. Asia;
Casati, Chief, CP Service I;
Jones, Chief, CP Service II;
Cohen de Govia, Director, FAO Management Services Division;
- Quaix, Chief, FAQ Development Research and Training Service;
Abbott, Chief, FAO Marketing and Credit Service;
. Veraart, WB/CP Coordinator

=

.
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3. The key questions we (as task force members) sought,ﬁo answer were:

(8) How can CP's efficiency and usefulness to the Bank and FAO be
improved? How, consistent with its long-term institutional
needs, can CP be made more responsive to the needs of the indi-
vidual Bank managers who compete for its services? How can it
be made more useful to FAO?

(b) Given the inherent strengths and weaknesses of FAO, the Bank
and CP, what is the best role for CP to play vis-a-vis the parent
organizations and developing countries?

(¢) What are the principal features of successful preappraisal work
in agriculture? What implications do they have for preappraisal
procedures, practices and the role and performance of Cp?

(d) To the extent that the Bank and FAO have common concerns beyond
CP, are the two organizations coordinating adequately?

4, We have particularly sought to focus on the first question, for many
non—-CP FAO managers tend to feel FAO does not get its money's worth from

the CP, while many pressured Bank managers — frustrated by their individual
inability directly to control CP resources —— hesitate to rely on CP and can
see advantages to having CP staff located in their own divisions in Washington.

SUMMARY

B In our view —— based on broad areas of agreement among those interviewed —-
the CP has brought to preparation assistance an investment expertise that the

rest of FAO normally lacks, a detailed awareness of Bank requirements that

most consultants lack, a depth of technical expertise often not found in indi-
vidual Bank divisions and some significant advantages that derive from its
separateness from the Bank. In helping countries prepare agricultural projects
suitable for Bank financing, the CP has rendered a vital service — usually

of excellent technical and good overall quality —— at less cost to either the
Bank or FAO than would have been possible through other means.

6. Radical changes are not required, but both the Bank and CP have
significant room for improvement. The CP needs to manage itself more systema-
tically, deliberately and visibly in order to enhance the willingness of

Bank managers to delegate to it much of the task of filling their rapidly
expanding pipelines. In addition to a firmer management style and some
relatively minor structural adjustments, the CP needs to institute accurate

time reporting, project timetables, and -- for maximum sustained effectiveness —
concerted measures to keep its staff au courant with Bank and FAO thinking,

P& On its side, the Bank needs to be more systematic and deliberate in
planning and monitoring preappraisal work. To improve preparation quality as
well as the efficiency of Bank/CP coordination, the Bank needs to focus

earlier in its work cycle on the likely problems of identification and prepa-
ration, It also needs to streamline the present procedures for Bank/CP opera-
tional collaboration and to increase the routine flow to CP of relevant documents
and information.



8. Lastly, both CP and the Bank need to adopt attitudes and methods of
control that are consistent with a strengthened CP capability to link the
extensive skill resources of FAO -—— which has approximately 3,000 agricul-
tural specialists (compared to a Bank total of less than 300) —— with the
broad investment know-how and financial resources of the Bank.

9. With minimum cost to Bank-related work and some benefits in a

broadened CP ability to tap the FAO resource, the CP is now uniquely positioned
to provide valuable — perhaps indispensable —— assistance to the rest of FAO
as it seeks to achieve the greater degree of investment impact it appears to
desire. Any significant enhancement of FAO's potentially great impact in

this respect would yield important long-term benefits to the developing
countries in their vital efforts to prepare agricultural projects suitable

for international financing.

* * * *
10. In the following, after briefly outlining the present context of in-
creased urgency in agriculture, we provide some basic data —— much of which

has been developed during the study as an essential background for under-
standing the problem. Then, we discuss in turn:

—  Approaches to preparation work
- Bank/CP operating procedures

- CP/FAO relationships

- CP/Bank relationships

- Direct FAO/Bank relationships
- The UNDP dimension

- CP management

- Overall 1mpact

11. We do not have a definitive recommendation on whether to change the
Basic FAO/WB CP Agreement. The agreement has served its purposes adequately
and we see no net benefit in —— or management necessity for -- changing it now.
It is conceivable, however, that the agencies' legal staffs might find it

necessary to amend the agreement because of our recommendations concerning the
n n”
contract, i

THE PRESENT CONTEXT OF GROWING URGENCY

12, Over the past decade, the Bank has greatly intensified its activities
to promote agricultural and rural development. This emphasis is continuing,
as is the broadening in scope of Bank agricultural lending. From 1975
through 1979, the Bank intends to lend roughly $7,000 million for over 400
agricultural and rural development projects which will result in a total
investment of roughly $15,000 million.

13 Judging by interviews with most of its senior executives, FAO —

while continuing its concern for building an "intellectual infrastructure"

in agriculture through research, technical assistance and informational
activities —=- has greatly increased its desire to bring about results with
direct development impact Including, as a high priority, productive investment.



14, The increased world-wide urgency of agricultural assistance and the
desire to enhance donor capacities to act in concert in providing it have
been underlined recently by the creation in 1971 of the Consultative Group
for International Agricultural Research (CGIAR) and, in the past year, by
the World Food Conference and subsequent creation of the Consultative Group
for Food Production and Investment (CGFPI), the World Food Council and the
International Fund for Agricultural Development.* There seems now to be almost
universal recognition that the welfare of most of the world's people in the
coming decade will be vitally affected by the success of efforts presently
being intensified to accelerate the growth of agricultural and rural produc-
tivity.

15. Close Bank/FAO collaboration in working towards these objectives is
indispensable and CP's role in that collaboration is central. The Bank needs
an efficient, productive CP to help fill its expanding projects pipeline;

FAO needs convenient access to CP's concentrated investment expertise. Our
study has been a review of current Bank/FAO collaboration and of the possible
need and means for improving it.

BASIC FACTS )

16. Before presenting our conclusions and recommendations, we outline some
basic facts necessary to an understanding of the FAO/WB relationship and the
FAO/WB Cooperative Programme.

Structure

17. The FAO/WB Cooperative Programme (CP) is the major part of FAO's Invest-
ment Center (IC) and shares with it a common director who reports to FAO's
Assistant Director General for Development. (The IC's 10 non—CP positions are
in what is called its "Central Office" which is headed by a "Coordinator" and
does preparation assistance work similar to CP's for IDB, AsDB, AfDB, some
bilateral agencies and a "Bankers' Programme.") The CP has, in addition to a
50% share of the Director, a Deputy Director, two Services -— each with a
Chief and an unfilled Deputy Chief position -— and a Program Coordination and
Administration Office.** The latter provides service to the whole IC. Also,
a Senior Agricultural Adviser, Senior Adviser (50% financed by CP) and an
Editor report to the Director.

Size
18, At the end of 1974, the CP comprised 75 of the FAO Investment Center's

85 authorized professional positions. From July 1, 1971, through December 1974,
CP's on-board staff grew by 19% (to 69), while Bank agricultural staff grew by

* Because of their newness and continuing rapid evolution, our study has not
encompassed these three new entities.

*% (One Service serves Latin America (LAC) and Europe, the Middle East and
North Africa (EMENA); the other East Africa (EAF), West Africa (WAF),
S. Asia and E. Asia and the Pacific (EA&P).



roughly 70% (to 205). 1In the past 5 years, 46% of CP's recruitments have
been from the ranks of FAO. In the next few years, the non-CP part of the
Investment Center will be -- in proportionate terms -- its fastest growing
element, as the regional institutions, OPEC lenders and members of the
Bankers' Programme already plan to increase sharply their use of the IC.
The CP, however, is also likely to grow, as the World Bank continues to
expand its activities in agriculture.

Activity

19, In FY'74, 84% of CP's mission days (an indicator of expended effort)

were devoted to preappraisal work, compared to 18% of the Bank's agriculture

time. From FYs 72-74, EMENA, S. Asia and LAC each used more than 20% of CP's
time, E. Asia 16%, EAF 10% and WAF 5%. South Asia's usage is growing most '
rapidly. Of the 164 agriculture projects approved by the Bank's Board from

July 1972 through February 1975, CP had assisted in the preparation of 65 or

37% -- 619 of EMENA's, 52% of S. Asia's and 467 of LAC's. Their proportionate
involvement was greatest in fisheries (86%), irrigation (51%) and livestock (50%).
These percentages understate CP's impact on new projects, as the base includes
repeater projects and those prepared through "piggyv-backing."

Costs

20. Because of overhead costs assumed by FAQ, the Bank's share of CP costs
is less than the Bank/FAO 75%/25% cost-sharing agreement would suggest.

At FY'74 price levels, a man-year of CP staff time cost the Bank $39,100 --
367 less than a man-year of Bank projects staff time ($61,000) and 207 less
than a consultant man-year ($49,000). If CP's 1974 mission travel had been
done from Washingtor by Bank staff rather than from Rome by FAO staff, the
additional cost would have been $403,000 or roughly $5,000/CP man-year.

Interaction in Rome

21. The CP reimburses -- with its consultant funds -- roughly 7 man-years
per year of professional staff time received from the rest of FAO. In
addition, most CP staff members draw routinely on FAO's skill and data re-
sources. They estimate that they spend 87 of their time in Rome interacting
with FAO and have an average of 1.5 "substantive contacts" per week, 95% of
which they judge to be 'wery useful" or 'useful." 59% of CP staff view the
interaction as "important"; 17% view it as ''wital." The largest category of
contacts is for technical advice (28%); most (54%) are with FAO's technical
departments (Agriculture, Forestry, Fisheries), and only 21% of the inter-
action time is considered "primarily for FAO benefit." (51% is intended to
be primarily for CP benefit and 287 for mutual benefit.)

Interaction in the Field

22, Contacts with FAO staff in the field (who number approximately 2,000) also
are extensive. During 27 CP missions concluded immediately before May 1975,
there were 48 '"substantive contacts" in the field, of which 30 were described

as "extensive.!" Bank agriculture staff also often informally seek the advice

or assistance of selected FAQ field staff.



Direct Bank/FAQ Interaction

23. Interaction between the Bank and FAO but not involving CP occurs on
numerous levels and in widely varied contexts. The two organizations are co-
sponsors of: the Consultative Group on International Agricultural Research
(CGIAR), the Consultative Group on Food Production and Investment (CGFPI),

the UN Protein Advisory Group (PAG), and the Onchocerciasis Control Program.
They have also had discussions about a proposed joint Program of International
Cooperation in Agricultural Sector Analysis (PICASA). The two organizations
have a close and continuing collaboration with respect to commodities work and
are associated in an ongoing joint study of prospects for producing more meat
in East Africa for the Near East market and a Bank-financed FAQO study of small
farm statistics. There is a continuing agreement in principle for the Bank
and FAO to avoid carrying out agricultural sector studies in the same country
in the same year. 1In addition, FAO/Bank interactions may from time to time
and on an ad hoc personal-contact basis, involve research activities, EDI and
FAO training work, IFC through the FAO's Bankers' Programme, CPS or DPS
attendance at technical meetings and study groups, and the use of FAQ staff

to brief or participate in Bank missions.

UNDP Dimension

24, A last major category of relevant relationship concerns FAO's UNDP-
funded projects. One hundred of more than five hundred such projects approved
from 1972-1974 were classed by UNDP Resident Representatives as having "invest-
ment potential," and 63 were classed as having 'preliminary investment
potential (although many in each category would have been too small for

World Bank investment); 21 were classed as "investment support.' For the
roughly 30 FAO-executed investment-oriented UNDP projects in which the Bank
declared a '"special interest" (most of which are investment potential but

some of which are investment support), the CP is designated as the Bank's
"watching agent" -- to review reports, participate in progress reviews, and
keep the Bank informed. The non-CP part of the Investment Center has one
UNDP~-funded position charged with infusing into the remainder of investment
potential projects an awareness of -- and appropriate degree of responsiveness
to -- investment requirements.

COMPARATIVE ADVANTAGES

25. There is a wide Bank consensus that CP staff members are comparable

to Bank projects staff in professional competence. Their work is regarded

as particularly strong technically -- CP, being larger, can be more specialized
than any agricultural unit of the Bank -- but less strong with regard to
financial, institutional and managerial aspects (which tend to become ripe

for solution in the later stages of project processing).

26, Bank staff (who significantly underestimate the extent to which CP
consults FAQ) do not, however, feel that CP succeeds as a vehicle for bringing

to project preparation work the full range of highly specialized skills possessed
by FAO. Most FAO managers, on the other hand, recognize CP staff (to whom they
refer as "the Bank") as an elite, as a unique source of investment know-how and
practicality, but regret that Bank and CP barriers have made it almost impossible
to bring CP's unique strengths to bear om activities of the rest of FAO.



27 Both FAO and CP staff view the Bank as powerful, fully action-oriented,
broadly effective, high-pressured, impatient and often arrogant. While
respecting the Bank's capacity to '"get things donme" -- i.e. loans made -- they

criticize Bank staff members for having somewhat of a steam~roller mentality
and for appearing to be more interested in commitment than disbursement; FAO
managers criticize the Bank for tending to equate investment with development,
to underestimate the significance of activities (such as resource evaluation,
information exchange and technical assistance) which may have little direct
impact on investment but great long-term importance for development.

28. Bank and CP scaff, while respecting the depth and frequent excellence
of expertise possessed by staff members of FAO-proper, find the organization
as a whole uneven, rather bureaucratic, insufficiently results-oriented,
somewhat indecisive and extremely sensitive politically.

29 There is little question or disagreement that the CP's forte is project
preparation assistance. Bank staff agree that CP's superior knowledge of

Bank requirements gives it a major advantage over consultants in most cases;
its investment-orientation gives it an advantage over most FAO staff. Compared
to the Bank, CP has an advantage in preparation assistance work because of its:

- Separateness from the Bank, which makes it more possible for the
Bank on appraisal to question or countermand the preparation work
without appearing embarrassingly redundant or self-contradictory,

- Freedom from the competing pressures of appraisal and supervision
work and capacity, up to a point, to withstand Bank pressures to
accelerate the process where this might be counterproductive,

- Depth of technical expertise, compared to any one Bank Region,
and comparatively ready access to the technical resources and
expertise of FAO,

- Capacity to assist countries in reaching decisions about how to
deal with the Bank, and

- Lower cost (to the Bank) per man-year == by more than 35%.

30, In our view, these advantages outweigh the disadvantages to the Bank

of CP's structural and geographic inaccessibility and consequent reduced
deployment flexibility compared to Bank headquarters staff, its occasional
weakness in the institutional aspects and imperfect ''feel'" for Bank policy and
country sector strategy, and the greater difficulty for the Bank -- when CP is
used == in directly influencing projects at the stage when their options are
most fluid. Also, to the extent it is thought desirable to merge preparation
assistance and appraisal work without changing the staff involved, CP is placed
at a disadvantage.

31. With respect to identification work (which is discussed more fully in
the next section), we believe CP has no particular advantage or disadvantage
in the recognition of project ideas, is at a disadvantage compared to the Bank



in selecting projects for further work with a view to ultimate Bank financing
and -- because of its extensive preparation assistance experience -- has a
comparative advantage in what we have called ''project definition."

32. Project appraisal and supervision are essentially non-delegable
functions which CP cannot perform for the Bank. As individual members of
Bank-led missions, however, CP staff can contribute fully to this work. They
can similarly contribute to Bank-led country economic/sector missions and
where the objectives are primarily analysis (rather than, for example, Bank/
country dialogue) have successfully been made fully responsible for sub-sector
surveys, Also, through informal consultation senior CP members can bring
useful perspectives to bear on the Bank's review and development of country
sector assistance strategies.

33. Within FAO, the Investment Center is ideally situated to serve as a
nucleus for the infusion, where desired, of greater investment orientation
into UNDP-funded "investment potential' projects, selected World Food Pro-
gramme projects and trust fund and "regular programme'" activities. Also, its
Director is well situated to (and does) chair FAO's Interdepartmental Working
Group on the CGFPI.

34, Although CP is well situated to see both the FAO and Bank side of
policy questions, there are many areas -- e.g. research, commodities, food
balance analyses -- where it has no comparative advantage and need not be a
conduit for Bank/FAO coordination.

35 Based on these comparative advantages, the Cooperative Programme has
had, and should continue to have, three objectives -- to help:

(8) Countries create projects suitable for World Bank financing.

(b) The Bank and FAO interact and coordinate in ways that enable each
to benefit from the other's strengths in pursuing the shared
priority objective of accelerating agricultural development in
developing countries.

(¢) FAQ realize the full investment potential of its activities.

36. Its principal activity should continue to be project preparation
assistance,

APPROACHES TO PREPARATION WORK

37. Before a project can be prepared, it must be identified. Identification,
in the Bank's context, entails three frequently merged but conceptually dis-
crete activities:

(a) !""Recognition" -- of a project idea as potentially sound and con-
sistent with country priorities.
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(b) "Selection" -- of a project for further work because it seems to
be the best available combination of intrinsic merit, country
support and consistency with Bank assistance strategies; and

(c) "Project Definition'' -- development of a selected project idea
to the point at which it is prudent and efficient to commit the
level of resources needed for detailed preparation.

38. Although project preparation assistance is usually available, project
preparation is fundamentally a country responsibility, While the purpose

of project preparation in the Bank's context is to develop a project concept
to the point at which it is suitable for Bank appraisal and -- with minimum
change -- Bank financing, the purpose of preparation assistance is broader.
No matter how excellent the project, preparation assistance cannot be fully
successful unless it also results in a good level of country understanding
of and commitment to the project and a somewhat improved country capacity to
prepare its own proiects in the future.

39. Assistance in preparing projects for Bank financing should be regarded
as a service primarily to countries and only secondarily to the Bank. Pre-
paration assistance that is well done results in projects that are easier
(and more efficient) for the Bank to appraise and -- given the resulting
country understanding and commitment -- easier for countries to implement,

A more creative though less final activity than project appraisal, prepara-
tion assistance has high leverage over both the quality and efficiency of
subsequent project work.

40, The task force found it convenient to distinguish three approaches to
preparation assistance:

(a) '"Paratrooping'". The conventional and most frequently used "para-
troop' approach typically consists of a three to four-week field
visit, some interviews with key officials before leaving the
country and then a report-writing phase at headquarters.

{b) "Bus-stopping'. The widely preferred but far less frequent "bus=-
stopping' approach to project preparation assistance entails an
initial mission to map out work to be done by a local project pre-
paration team, followed by several visits to assist and review
progress and perhaps a final mission to help with '"packaging."

(e) !"Squatting'. The use of an expatriate who resides in the country
to help with preparation or pre-preparation work -- a ''squatter"
approach -- typically is employed in UNDP and bilateral technical
assistance.

41. Each approach can sometimes be appropriate, depending on the country
conditions and the project involved. As a general matter, however, "squatting"
tends to be slow, expensive and hard to manage on a large scale although it

may have maximum training impact and good potential for building needed govern-
ment commitment and ensuring a pipeline of projects. '"Paratrooping" =-- while



w TR

unavoidable where tight appraisal deadlines are imposed or where countries

have particularly severe skill shortages -- usually has a cost in country understand-
ing and commitment and produces little improvement in country preparation capa-
bilities. 'Bus-stopping" is clearly superior to paratrooping from the point

of view of country understanding and commitment as well as training and is

much more efficient than paratrooping in the consumption of CP applied time.

42, Bus-stopping, however, usually requires significantly more lapsed time
than paratrooping. It therefore requires better advance planning. Moreover,
because the key bus-stopping task is helping in the field rather than report
writing at headquarters, bus-stopping greatly diminishes the possibilities
for management to exercise quality control through report review., It places
a premium on mission leader abilities, careful collaborative review at the
project definition stage and before-the-fact quality enhancement through
professional development.

BANK/CP OPERATING PROCEDURES

43, Beyond taking measures (which we discuss subsequently) to facilitate
bus-stopping, Bank/CP procedural improvements are possible in CP's project
definition work and in the processing of CP preparation reports.

Project Definition

44, CP involvement in reconnaissance (i.e. project "recognition'") is often
desirable, although not always feasible. CP involvement in project definition
work, however, should normally be mandatory for projects concerning which CP

is going to be asked to render preparation assistance. (In special cases where
project definition has been completed without CP involvement, CP should not
undertake the preparation assistance unless it is in a position to accept fully
the definition work that has been done.)

45, Rather than the present sometimes multi-volumed "Identification Report,"
CP should prepare for submission to the Bank a "Project Definition Report" of
less than 20 pages (pius a list of available working papers). Its purpose
would be to provide a vehicle for Bank, CP and country agreement on the major
alternatives to be developed during preparation assistance and on the overall
financial magnitudes contemplated. Its comparative brevity would improve the
quality as well as the efficiency of review, When that review raises funda-
mental issues between the Bank and CP, they should be resolved before prepara-
tion assistance begins and, if necessary, through face-to-face consultation
(in the country, Rome or Washington) between responsible Bank staff and the CP
mission leader.

Preparation Issues Paper

46. Within 10 days of a CP mission's return from the field to prepare a
preparation report, it should write a preparation issues paper in lieu of the
present back-to-office report. The paper in less than 10 pages should summarize
the proposed project and identify (with recommendations) issues, major alterna-
tives and other aspects concerning which Bank guidance could be useful prior to
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completion of the report. The paper could be Telexed and Bank comments would
be required within 10 days.* CP would consider them carefully -- in the know-
ledge that they were likely to be reflected at appraisal -- and might consult
further with the Bank (or the country) in cases of disagreement, but would
have the final decision whether to reflect the comments in their preparation
report to the country.

47. After intermediate bus-stopping missions, Bank reactions to the back-
to-office progress reports would be an additional vehicle for early dialogue.

Preparation Report Transmittal

48, The CP preparation reports should be transmitted directly to countries
(under a disclaimer about Bank endorsement) with copies to the Bank under a
covering letter highlighting points which might benefit from particular
attention at appraisal. The present procedure whereby the Bank clears such
reports is:

- Inconsistent with the concept of preparation assistance as a
service primarily to countries and only secondarily to the
Bank,

- Premature and perhaps even compromising, given the imminence
of appraisal,

- Unrealistic as a "screening' precaution, to the extent of country
involvement in the preparation work, and

- Inefficient, as the clearance does not now =- and is unlikely
ever to -- receive the level of Bank attention necessary to make
it effective.

CP/FAO RELATTONSHIPS

49, When the CP was created, the overall commonality of FAO and World Bank
objectives was far less than it is today. FAO was less concerned with creating
the conditions for investment; the Bank was less urgently concerned with agri-
culture. A conscious CP policy of separateness from FAOQ was, in fact, stressed
as a prerequisite of effectiveness in establishing standards, work patterns

and procedures appropriate to CP's investment-oriented objectives. While the
Bank/FAO "bridge" was under construction, the Rome end was deliberately closed
to traffic,

50. Now, however, that CP has proven its strength in project preparation
work, it is in the interest of the Bank's and FAO's member countries to enhance
CP's capacity to (a) bring to bear on Bank-related work the full range of FAO's
agricultural skills and (b) provide support to the rest of FAO as it seeks to
achieve the greater degree of investment know-how and impact it appears to
desire. Assuming appropriate systems of management control (discussed subse-
quently), these objectives can -- in fact, must -- be served with no sacrifice
of CP output or quality.

# The Bank is in the process of leasing a Telex line to Europe, which will sharply
reduce the Telex cost.,
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Time Exchanges

51. At present, there is a significant although modest '"formal" flow of
FAOQ staff assistance to the CP, which is financed from CP consultant funds;
the reverse formal flow of staff time from CP to FAQO is negligible. The
informal (i.e. uncompensated) flow of staff assistance alsc tends to be
unidirectional. As a result, CP's value to -~ and impact on -- FAO is much
less than it could be,

52. Because CP reimbursement funds are of less value to many FAQ managers
than the time of good staff (and were even confiscated last year in an FAO
budget squeeze) and because of the pre-emptive pressures of Bank priorities,
the present practices -- which make the Rome cooperation appear to be a 'one-
way street'" -- tend to sour the CP/FAO relationship. If continued, they would
be likely to result in less FAO support to CP in the future.

53. It is important to increase CP's and FAQ's utility to each other
without decreasing CP's utility to the Bank. A system of selective exchanges
of CP and FAO staff time (up to perhaps 15% of CP's direct-hire time) should
be available for those FAQ managers who would prefer it to be the "sale" of
their staff's time for CP consultant dollars.” cCP managers should be encouraged
to trade or sell amounts ('"slivers'") of CP staff time ranging from a week to
several months for (not necessarily equal) slivers of FAO (including non-CP
Investment Center) time -- subject, as necessary, to periodic balancing trans-
actions with consultant funds. The trade or sale of CP staff time sought

by FAO managers would (within the limits agreed by the Bank and CP) be at the
sole discretion of CP managers, provided that the quality of CP work for the
Bank was maintained and the work done by CP staff for FAO was broadly related
to investment.

54, Such exchanges will increase CP's usefulness to and impact on FAO
(thereby increasing the latter's investment impact) as well as CP's ability

to tap FAO staff resources for Bank-related work. For sale and exchange pur-
poses, CP's staff should be increased at the expense of its comsultant budget --
perhaps by 5 people in the first year. To the extent that "sales" occur, the
consultant budget would be directly replenished; to the extent that trades occur,
the staff time would be. No net loss of resources usable by CP would result,

In fact, such exchanges will -~ with some advance planning -- increase CP's
usable resources and enhance its efficiency by facilitating the conversion of
CP "down-time" into usable time. This conversion capability will become in-
creasingly valuable as bus-stopping -- which requires more travel and less
headquarters report writing than paratrooping -- becomes more prevalent.

* FAO managers have said CP time would be highly desirable in such activities
as work programming, design of a prototype dairy investment, advice regarding
a country development plan for agriculture or an agriculture subsector,
training in project analysis, assistance with the planning or marketing work
of a "Scheme" (e.g. dairy development or meat), etc.



= T3 =

55. While the exchanges we have described do not raise unit costs (and,
in fact, decrease them to the extent they permit conversion of down-time),
modest allowance should be made in CP's budget for the costs of discretionary
uncompensated FAO-related activities such as reviews of country perspective
studies, participation in interdivisional working groups, contributions to
FAO seminars and technical conferences, etc. These activities should not be
regarded as being exclusively "for FAO's benefit'; nor should preparation
assistance be seen as work done exclusively '"for Bank benefit.' Given FAQ's
and the Bank's shared objective of accelerating developing countries' agri-
cultural development through investment where appropriate, all of CP's acti-
vities -- including those that improve CP's capacity to function as a wide
two-directional bridge between FAQO and the Bank -= benefit the work of both
organizations.

Other Measures

56, Other measures to enhance the vitality of the '"Rome connection"
should include:

(a) Conversion of the IC "Documents Unit" into an active, extroverted
information disseminator within FAQO and the Investment Center;

(b) Designation by FAO of a contact man in each technical division
and use by CP of Senior Specialists (discussed subsequently) for
liaison purposes -- with selective cross-attendance at staff
meetings, technical meetings and debriefings;

(c) Establishment of additional "Joint Groups' on the model of the
IC/Fisheries group -- generally, to help bring a realistic in-
vestment orientation to divisional programs and a full awareness
of technical developments to IC staff and, specifically, to
identify potential investment opportunities earlier.

CP/BANK RELATIONSHIPS

57. Operational coordination across organizational lines or geographic
distance is never easy and seldom perfect. Given the CP's need to serve

more than 20 Bank division chiefs reporting to 7 vice presidents, the method-
ological fluidity of agricultural work and the inherent skepticism that those
who appraise projects are expected to bring to preparation work, it is not
surprising that some coordination problems still exist between CP and the
Bank. Even though the Bank's reorganization complicated the coordination
task, frictions in the Bank/CP relationship have been on the decline. Present
Bank/CP coordination problems, in fact, resemble some of the problems that
have been found between the Bank's headquarters and its regional missions

in Africa and between the Bank's centralized operating staff in CPS and the
divisions whose competing needs they serve,

Bank Priorities

58. As a general matter and subject to CP's agreed role, CP management
must be broadly responsive to the priorities expressed by Bank managers,
These, however, often conflict (e.g. where mission rescheduling is sought),
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may not be compatible with CP's long-term maximum effectiveness (e.g. requests
by some Bank managers for extensive participation in appraisal work), and may
not be discerned sufficiently in advance to permit efficient CP planning.

The foregoing factors reduce CP's responsiveness to individual Bank managers

and -- when combined with CP's lack of Bank-style project timetables and
inability accurately to indicate how much manpower will be or has been delivered
to a given Region in a given year -- make Bank managers reluctant to rely on

CP to fill their pipeline.

59. Understandably, highly pressured division-level Bank managers would
prefer to "own'" their share of the CP resource == or at least have it under
their full and immediate control -- in order to eliminate the uncertainties

resulting from competition with other Bank managers and remove the "screen"
of CP management. This desire to '"integrate backwards'" accounts for their
tendencies to see CP simply as a supplementary source of Bank staff, as a
source of inputs rather than as a subcontractor or partner accountable for
results (i.e. projects ready for appraisal). Yet it overlooks CP's compara-
tive advantages in preparation work (see Paragraph 29 ) as well as the:

- Inherent inefficiency of attempting '"short-string" management at
a distance of 4,000 miles,

- Contribution of CP management,

- Broader benefits to member countries of an effective Rome
connection, and

- Likelihood that to the extent CP becomes a mere 'stable' of
extra Bank manpower -- rather than an institution in its own
right -- its leaders will find it increasingly difficult to
perform their leadership role in attracting, holding, motivating
and professionally developing the top quality staff that make
CP valuable.

60, If unchecked, the Bank line managers' tendency to substitute "tight"

Bank management of CP inputs for reliance upon CP managers to produce needed
results would not only be contrary to the established and proper partnership
concept, but also would -- in the longer term -- have the Pyrrhic effect of
reducing CP's efficiency and quality as well as its effectiveness as an FAO/Bank
bridge.

61. Assuming the value -- and continued existence -- of CP as more than a
"stable," we have proposed changes in Bank/CP operating procedures to improve
the relationship. Complementary changes in the Bank's and CP's management
systems are also necessary.

Manpower vs. People

61. First, to make possible the greater CP/FAO interaction we have described,
the Bank ''contract" with CP will need to be in terms of a given number of man-
years rather than a given number of designated people full time.* To assure

* The Bank,'however, should continue to approve CP recruitment actions.
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that the work derives full benefit from CP's close knowledge of Bank needs,

a ceiling will need to be agreed between the Bank and CP on the amount of

CP time that can be exchanged for FAO time -- perhaps in the neighborhood of
15% to 20% of CP's net "operational" direct-hire time (i.e. net direct-hire
time allocated to Bank operating units). The Bank/CP "contract" is discussed
further in Paragraph 73.

Project Generation Planning

62, Second, because of their impact on the subsequent volume and quality of
Bank operations, the preappraisal activities of the Bank -- as well as those

of CP -- should be managed more systematically. Routinely, a Bank staff member
(and alternate) should be designated as responsible for each potential project,
for overseeing and making the necessary contributions to project definition
and preparation work. In addition, the Bank should practice more systematic
and earlier project generation planning (extending at least 3 years ahead) in
order to bridge more effectively the gap between the Bank's Country Program
Papers (CPPs) and appraisal work and, more specifically, to: )

- Improve the quality of preparation assistance work through
increased bus-stopping, which requires longer preparation lead
times,

- Have sufficient advance notice of preparation needs to improve
the Bank's and CP's scheduling, diminish preparation workload
peaks and dips, and reduce the frequency of inefficient (and
exasperating) emergency interventions, and

- Facilitate delegation to CP of the task of producing planned
results rather than inputs.

63. While no Bank planning system can entirely eliminate the need for

sudden shifts and adjustments, a system which catalyzes advance thinking

about who will be responsible for project definition and preparation assistance,
what method will be used and how much manpower will be required is likely to
diminish some of the uncertainties which the absence of such a system makes
inevitable. The CPP-based project generation planning system we have proposed
could ultimately be grafted onto the Bank's recently instituted but less
management-oriented Project Brief system.¥*

Information Flow to CP

64, Third, the flow of information from the Bank to CP should be improved..
Because CP needs to remain au courant with Bank thinking, it should routinely
receive agriculture issues papers, decision memoranda and supervision reports
as well as relevant CPS and DPS working papers. As an aid to planning and
scheduling, it should have P&B's IVA and IVB lending operations tables,
agriculture project and sector work timetables, copies of the proposed pro-
ject generation reports, and Bank print-outs of CP time reporting data. For
reference, it should receive the Loan Committee summaries (confidentially), and
several copies of Central Projects Memoranda.

* Although cur review has been limited to agriculture, we see no reasom
why the proposed project gemeration planning system should not be applied
to all sectors.
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DIRECT FAO/BANK RELATIONSHIPS

65. To supplement today's essentially ad hoc and personally-based Bank/FAO
coordination where CP is not involved, we suggest that non-CP Bank/FAQ liaison
responsibilities be formally assigned to an IC Deputy Director (discussed
subsequently) and that the Washington-based FAO Regional Office assist him as
necessary. The IC is uniquely situated to have the familiarity with both

Bank and FAO activities that effective liaison requires.

66. Subject to the limits of available time, the liaison function would
entail keeping staff throughout the Bank as well informed as possible of FAO
activities of potential relevance and assuring that proposed FAO liaison
points under the Assistant Directors General for Economic and Social Policy,
Agriculture, Fisheries and Forestry as well as CP are kept fully informed

of Bank work of potential relevance. The liaison activity should be a
supplementary catalyst to voluntary interaction, not an exclusive or
mandatory channel. For the Bank, a knowledge of outside thinking, work and
developments is especially important in agriculture, given the breadth,
complexities and priority of the sector and the amount of activity occurring
in it. For FAO, the improved capacity to spot opportunities for mutual inter-
action with a major financing agency will provide benefits in potential
impact as well as exposure to an intense investment orientation.

67. In addition, we suggest (and have prepared a draft of) an FAO directive
designed to encourage and provide ground rules for occasional informal '"hitch-
hiking" by the Bank on FAO's extensive field establishment. The Bank would

issue a complementary directive advising its agriculture staff about the arrange-
ments,

THE UNDP DIMENSION

68. At relatively minor expense, we believe the investment and resulting
developmental impact of FAO's UNDP-funded projects -- particularly those
designated as having investment potential -- can be significantly increased. ™
This will require systematic infusions of investment expertise into such
Projects -- starting as early, in some instances, as the FAO/UNDP country
programming stage. While the method of financing such infusions (e.g. from
FAO's 147 overhead fee, direct UNDP-funding or a separate charge in project
budgets) is beyond our terms of reference -- except that it would continue
to be CP-funded for World Bank "special interest' projects -- we believe the
infusion should be made largely through reimbursed "slivers" of Investment
Center (including CP) staff time under the purview of two full-time IC "UNDP
Coordinators.'" Performance of this investment infusion function through

* These projects have included such activities as: feasibility studies
(e.g. Peru Huaura Valley, Cyprus Paphos Nepal Gandak), agricultural planning
(e.g. Tunisia, Indonesia), adaptive research (e.g. Near East Cereals,
Thailand Rubber), resource surveys (e.g. Brazil Forestry, Bangladesh Land
Capability Studies, Indian Ocean Fisheries), institution building (e.g. Yemen
Agricultural Extension, Afghanistan Credit) and crop diversification studies
(e.g. Ceylon, Guatemala).
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reimbursed slivers of time from many IC staff members rather than through

the full time of a smaller number of people will bring to bear the investment
focus that results from constant contact with financing institutions combined
with the subsector expertise that IC's size permits.

69, With respect to the Bank's role vis-a-vis FAO/UNDP projects, we recommend
that CP routinely screen such projects to suggest candidates for Bank decla-
rations of special interest. When such declarations are made and when CP is
designated as "watching agent" (i.e. for the "investment potential’ but not the
"{nvestment support' projects), an agreed "watching" procedure (which we have
outlined elsewhere) should be followed. CP should then report annually to

the Bank on the status of such projects and the watching tasks performed.

CP MANAGEMENT

70. The Investment Center will need to enhance its already stretched manage-
ment capabilities to cope successfully with complexities arising from:

- The sharp growth of Bank lending and the rapid evolution of Bank
policies in agriculture,

- Increased bus-stopping,

- The more extroverted role towards FAQO, including time exchange,
UNDP infusion, and the CGFPI liaison responsibility,

- The likely rapid growth of the IC "Central Office' due ‘to in-
creased demands from OPEC financing sources, the Bankers' Programme
and regional institutions, and

- The presently unknown impact of the International Fund for Agri-
cultural Development (which could become a factor of sufficient
magnitude to warrant re-examination of our structural recommendations).

71. The FAO/WB CP should continue to be centered in Rome to facilitate
interaction with the rest of FAO, but its internal management should be
tightened and strengthened, as discussed below. The scale and urgency of IC
activities no longer permit exclusive reliance on what has been essentially
a "family" style of management.

CP Management Systems

T2s To permit the CP '"contract" to be in terms of man-years rather than
full-time staff members and to provide needed management information (e.g. re
the level of non-operational time), CP must enforce an effective time repor??hg
system. To manage its own activities properly and provide individual Bank
managers with information sufficient to make them feel at ease looking to CP
for results rather than inputs, CP needs to maintain (and furnish the Bank with)
project generation timetables showing deadlines for key events in the process
(e.g. completion of project definition reports, preparation issues papers, pre-
paration reports). To permit the discipline required for internal management
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and control and the avoidance of excessive external second-guessing, CP needs
to aggregate these agreed timetables, combine them with its plan for non-
preappraisal activities and produce am annual CP work program.

73, For good planning and preappraisal management, each Bank Region and CPS
needs to know the net CP "operating' time it can expect to receive during the
year -- i.e. time for preappraisal, appraisal, country economic/sector work,
supervision and UNDP investment potential special interest work. - ’
This, combined with the need for an agreed range of CP managerial discretion,
requires establishing the limits of "mon-operational CP activity. Such
limits should be established through agreed indicative ceilings (initially

on a trial basis) for:

- Professional development (other than appraisal and supervision
mission participation, which would have a ceiling too, but is
an "operational activity),

- Direct FAO support (e.g. assistance primarily for FAO benefit
which is uncompensated by time exchange or reimbursement), and

= Management and administration (i.e. staff supervision and admin-
istrative support provided by professionals).*

74. Much of the FAO support and professional development activities will

be performable during what otherwise would be unavoidable '"down-time" (e.g.
time lost due to mission cancellations, scheduling hiatuses or limitations

on the amount of travelling a staff member can be expected to undertake),

When the ceilings for these two activities fall below the level of unavoidable
and unconvertible down-time, the ceilings should be raised rather than have
staff unoccupied. The aggregate ceiling on non-operational time should
initially receive more emphasis than the sub-ceilings, which should be viewed
more as planning targets.

* On a base of 100 man-years, of which 80 was direct-hire and 20 for consultants,
the CP direct-hire ceilings might, for example, be management and administra-
tion -- 13 man-years (of which 7 would be for administrative support); direct
FAOQ support -- 5 man-years; professional development -- 5 man-years. (Two
man-years of the latter categories would be composed of 25% shares of "Senior
Specialists'" (discussed subsequently)).

Total "operational" time available for Bank work would then be approxi-
mately 77 man-years or 57 direct-hire (including time-traded) man-years plus
20 consultant-funded man-years. (In deriving the sub-allocations to Bank
Regions of net usable operating time, the direct-hire man-years should be
converted to man-weeks at the rate of 40 per man-year to allow for holidays,
leave and minor overheads such as staff meetings, personal matters, etc.).
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75s The linking of the CPP-based project generation planning system we
propose for the Bank (initially in agriculture) with our proposed Cooperative
Programme timetables, work program and budget process, and the accomplishment
of required improvements in CP's time reporting practices will, in combination,
contribute importantly to the smooth and successful meshing of Bank and CP
efforts, It will improve the level of mutual confidence in as well as the
efficiency of the Bank/CP relationship.

76, In addition to these fundamental management system improvements, the
administrative support activities of the CP need rationalization and stream-
lining along lines we have indicated elsewhere.

Professional Development

77. The IC needs to be more deliberate and systematic in seeking continuously
to enhance the productivity and effectiveness of its professional staff,
Measures to this end not only will keep the IC creative and attractive to the
best staff but also -- through improved preparation work -- will yield high
returns in the efficiency of appraisal work and may even improve project
implementation,

78. The CP service chiefs have a continuing and indispensable managerial
responsibility to enhance their staffs' overall capabilities and productivity,
but there is also a need -- in this complex sector of rapidly evolving
methodology -- for leadership and guidance at the subsector level. We propose
that IC designate '""Senior Specialists" in each subsector to play a lead role
in professional development, policy guidance, and FAO liaison. They would
continue to report to their service chiefs but in their capacity as Senior
Specialists (no more than 25% of their time) would be under the functional
oversight of the front office.

29, In their respective disciplines (e.g. irrigation, livestock, agronomy),
the Senior Specialists would coordinate the development of preparation guide-
lines and standard formats, liaise with counterpart FAO technical divisions

and CPS Advisers, participate in report reviews and debriefing sessions,
arrange seminars and case study sessions, occasionally -- in an "elder states-
man" capacity —- visit missions in the field to advise on particularly
difficult subsector problems, and participate in FAO's inter-divisional working
groups. Periodically, they would meet under front office chairmanship as the
"Investment Center Policy Advisory Committee." The present Senior Agricultural
Adviser would assist the Deputy Director in coordinating the non-operational
work of the Senior Specialists and would act as the Senior Specialist for

rural development.

80. To keep CP staff au courant with Bank thinking and sensitive to the
problems of project implementation, CP also should set goals for staff parti-
cipation in Bank-led appraisal and supervision missions. Specifically, CP
staff with more than one and less than seven years' experience should —- to
gain a first-hand feel for Bank policies and requirements —— participate in
one Bank-led appraisal mission (of a project they did not prepare) every

third year and — to maintain realism ~— participate in one Bank-led super-
vision mission (of a project they helped prepare) every second year. Assuming
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no change in productivity and constant preparation workload, this would
necessitate a growth in CP staff (of perhaps 5%) but would not have any addi-
tional cost to the Bank as the participation would be in lieu of Bank staff
or consultants.

81. A further ingredient of professional development -- "feedback” -- needs
strengthening. In their biannual visits to Washington, the CP service chiefs
should set aside time to receive explicit feedback from Bank mission leaders
and division chiefs about work done in the prior period. The feedback should
then be transmitted to the CP staff. For similar purposes, CP needs a simple
but formal system of annual performance reviews. In addition, each service
should institute routine debriefings after the return of project definition

or final preparation missions. They would be attended by all members of the
service and all IC staff specializing in the subsector involved. Such debrief-
ings, in addition to helping mission members spot latent issues, will help
broaden the perspective of attending staff, deepen their understanding of evolving
CP standards and reinforce the CP's collective sense of professional esprit.
Debriefings of especially interesting projects could be IC-wide.

IC Top Management and Structure

82. IC's top management level must -- in addition to its operational

duties -- provide active leadership and coherence to the staff development
efforts we consider necessary, spearhead the creation and updating of IC
policies, standards and guidelines and stand ready to advise the Bank on selected
policy issues, Also, it needs to pursue actively the goal of strengthened

IC/FAO relationships.

83. For the long term, we recommend a triumvirate at IC's top management
level -- a Director, occupied heavily with externally-oriented functions in-
cluding special priority assignments for the Director General (e.g. CGFPI
liaison); a Deputy Director for CP Operations (DD/CP0O) to oversee Bank-related
work; and a Deputy Director for Policy, Professional Development and Liaison
(DD/PPL). IC's Director has proposed also appointing an additional Deputy

for the IC's non-Bank-related activities because of the importance, variety
and volume of external relationships these are expected to entail in the
coming year.

84. The Deputy Director, PPL -- a "staff" executive -- would spend a signi-
ficant portion of his time at the Bank "absorbing' policy trends and spotting
opportunities for useful direct (i.e. non-CP-related) Bank/FAO coordination.
When in Rome, the Deputy would perform a similar and complementary liaison
function in FAO, serve as or oversee the IC representative on many FAO inter-
divisional working groups, and oversee IC's '"FAO support' activities. He
would be responsible for planning, coordinating and directing the non-opera-
tional work of the Senior Specialists and would also supervise the Senior
Adviser, Senior Agricultural Adviser and the Information Center. He would
chair the internal "Policy Advisory Committee."

85. The Deputy Director for CP Operations would direct the Bank-related work,
including particularly the development and negotiation of CP's work program,

the review of quality on a selective basis, and the coordination of inter-
service staff sharing and CP/FAO time exchange.
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86. In the near term, the IC Director expects to be able personally to
assume the responsibilities of the proposed Deputy Director for CP Operations
and personally to direct implementation of most of the recommendations of

this study. He intends, for this purpose, to diminish his externally-oriented
duties. If the Director's personal external responsibilities can be held to a
minimum (perhaps less than 207 of his time) and if the non-CP Deputy post he

has proposed is created and filled, performance by the Director of the functions
we have envisaged for the DD/CPO can be a viable alternative to our recommended
top-level structure.*

CP Services

87. We recommend that the CP have three services in lieu of the present two.
Respectively, they should -- for the best balance of workload, travel patterns
and language ability -- encompass the work of LAC and WAF; EMENA and EAF; and
the two Asia Regions.** (reation of a third service will have some cost in
scheduling flexibility, subsector specialization and an increased need for
inter-service sharing. The cost, however, should be outweighed by a significant
enhancement of each service chief's capacity to manage the work and people for
whom he is responsible -- i.e. to assess and develop his staff's capabilities,
enhance the quality of his service's work and maintain the necessary close
relationships and dialogue with his counterpart managers in the Bank (of whom
there are more than twelve for one of the present service chiefs). Moreover,
the reduced critical mass from a third service will be partially offset by
inter-service loans arranged between the chiefs or, when necessary, with front
office assistance. The danger of increased CP fragmentation will be overcome
by the CP-wide scope of Senior Specialists and the Policy Advisory Committee,
cross-service participation in debriefings and the Report Review Committee,

and periodic optional (perhaps triennial) rotation of staff among services.

88. By Bank span-of-control standards -- e.g. deputy chiefs for projects
divisions with 13 or more professiondls -- one could justify five or six
services. That, however, would create such a severe need for inter-service
sharing that most scheduling decisions would be forced up to the front office --
which would sharply reduce the service chiefs' individual capacities to make
firm commitments to Bank managers as well as their ability to control and up-
grade the activities for which they were responsible. The Bank's span-of-
control standards are, in any event, not directly applicable to CP's first-line
supervisors because -- unlike Bank division chiefs who are responsible for
project administration and sector work as well as project definition, prepara-

* For short-term budget ﬁurpoées, the additional time speﬁi by the Director
can be regarded as offsetting the diminution of DD/PPL time devoted
exclusively to CP work.

*¥% The split of Africa reflects the comparative ease of North/South and
difficulty of East/West travel in Africa, the possibility of travel from
West Africa to Latin America and the fact that many of CP's people speak
both Spanish and French.
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tion and appraisal -- the CP service chiefs are responsible only for pre-
appraisal work. Moreover, in overseeing this work they supervise primarily the
mission leaders, who at any one time constitute perhaps a third of their
subordinates and who absorb some of the leadership and development tasks with
respect to more junior staff.”

Operations Qfficers

89, The CP service chiefs should each have an operations officer to assume
much of the burden of expediting report production and consultant recruitment,
overseeing filing, arranging debriefing and report review meetings, coordinating
time reporting, assigning and handling problems of clerical staff and assisting
with mission scheduling and the maintenance of project timetables. We do not
believe these functions require deputy service chiefs or justify the diversion
of valuable senior staff and additional layering that such deputy positions
would entail.

OVERALL IMPACT

90, Taken together, our recommendations can have an important impact on

the future activities of the two parent organizations and the benefits received
by their member countries. We believe that significant productivity improve-
ments will result over time -- e.g. from improved Bank and CP planning, in-
creased bus-stopping, better communication, accelerated CP staff development,
streamlined operating procedures, strengthened CP management and improved
administrative support -- but recommend that these productivity gains be used
to finance the staff time needed for long-term quality improvements. The
quality improvements will themselves further increase productivity.

- Better prepared projects will result from having staff whose
potentialities are fully and rapidly developed and who have more
complete up-to-date policy guidance. Such projects are likely
to be easier and more efficient to appraise.

- Greater country understanding and commitment can flow from the
increased bus-stopping our recommendations facilitate. Such commit-
ment and understanding is likely to result in improved and more
efficient implementation.

- Increased levels of agricultural investment in the developing
countries are likely to result from improvements in the investment
orientation of FAO/UNDP investment-potential projects -- and the
investments that.do result from such projects are likely to be
more productive,

* We also considered the alternative of two Services each with two subordinate
managers, but rejected it because of the need it would create for six rather
than three senior service managers, the additional layering it would involve
in a context already suffering from a flat senior grade structure, and the
further loss of critical mass that would result if each service's staff were
divided between its two subordinate managers,
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- An improved capacity in IC and the rest of FAO to complement each
other's strengths can enhance the impact of both -- while at the
same time increasing their productivity and facilitating direct
Bank/FAO cooperation (which can have similar effects).

- Better Bank preappraisal planning can contribute importantly to
an expanded and better-prepared pipeline of financeable agricultural
projects as well as a more effective Bank/CP partnership. It can
thereby help improve and accelerate Bank lending to -- and related
agrieultural and rural development in -- the member countries,

* * * *

9l. We have made no recommendations about the CP's growth rate. It will
depend on such diverse and hard-to-assess factors as the:

- Bank's rate of lending for agriculture projects which need prepara-
tion assistance and are not prepared through "piggy-backing' or
with the help of consultants or Bank field staff -- a rate that
cannot usefully be predicted until a Bank project generation planning
system exists,

- Willingness of Bank managers to use CP -- which could be significantly
affected by this study,

- Rate of increase of bus-stopping (which can increase CP productivity),
- Willingness and ability of CP to compete with the non-CP part of IC
and the International Fund for Agricultural Development for suitable

‘staff,

- Development of a Bank "Third Window,'" and

FAO budget priorities, which are hard to predict.

924 We would be surprised, however, it the level of CP man-years did not
increase at a rate of at least 5-10% per year. For time exchange reasons
already discussed, the number of direct-hire CP staff members could grow more
rapidly than the man-year budget.
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ANNEXES

The following annexes provide further analysis and data
to support the points made in the report. They also, as
appropriate, discuss alternatives that the task force rejected
and provide detail useful in implementing the recommendations
that have been made.

There are 2ight annexes:

Annex 1 Comparative Advantages: Role of the CP

Annex 2 Bank/CP Operating Procedures and Approach

Annex 3 IC/FAO Relationships

Annex 4 IC Location, Structure and Management

Annex 5 Bank/CP Coordination, Planning, Budgeting
and Control

Annex 6 Direct FAO/WB Relationships

Annex 7 UNDP, WFP and TF Aspects

Annex 8 Budgeting and Staffing Implications

Following the annexes is a section entitled "Basic Reference
Data" (BRD) which contains facts about the IC, the FAO/Bank
relationship, the UNDP dimension and existing practices and
procedures. Those not having a detailed familiarity with the
subject may wish to peruse this section before reading the
annexes.
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COMPARATIVE ADVANTAGES: ROLE OF THE IC

In this annex, we review in turn (1) widely held viewpoints about
the strengths and weaknesses of the Bank, FAO and CP and the proper role
of the latter, (2) our conclusions about the three organizations' areas of
comparative advantage and CP's proper role, and (3) our resulting recom-
mended objectives for the CP. The attachment to this annex addresses CP's
role in complex rural development projects.

) CONCENSUS DATA

A. Strength and Weaknesses
While no task force such as this can have the competence,
knowledge or time to reach its own definitive judgments
about the quality of substantive work being done, we
have been able to garner the opinions of large numbers
of people whose collective viewpoints are not likely to
be far from the truth.* We summarize the opinions below
in what might be called "consensus portraits' of:
1. ©CpP
2 The Bank
B FAO
Although these consensus portraits are perhaps a bit sensitive,
any assessment which wholly ignored the quality dimension
would be irresponsible. Moreover, judgements about the
proper roles of CP, FAO and the Bank must, to be logical,
be based on conclusions about their comparative strengths
and weaknesses.
1. oce
(a) Overall. The CP is seen by itself, as well as
by FAO-proper and the Bank, as isolated within
FAO even though all three recognize the potential
value of greater interaction. FAO, though bothered
* by CP's apparent air of superiority, sees the CP
as a potentially valuable source of action-oriented
ideas and staff. Bank managers see CP as the single
most valuable source of preparation assistance but,
lacking confidence in its responsiveness to the
pressures under which they operate, would prefer
to control its staff directly.
* We have not gone to the recipient countries to judge quality, because

the time was not available to canvass a sample adequately diverse to
assure representativeness. Nor have we sought to reach quality judgments
based on case studies, because this would have required a full knowledge
of the contexts and special factors involved - which would have (at
least in our time-frame) been impossible to obtain.
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(b) Professional Competence. There is wide Bank con-
sensus that in overall professional competence CP
staff members are comparable to Bank projects
staff. There is also wide FAO consensus about CP
staff members' high competence.

(e) Technical vs. Non-technical Competence. CP work
is thought by Bank people (and CP people as well)
to be particularly strong technically but less
strong with respect to financial, institutional
and managerial aspects (which tend to become
ripe for solution in the later stages of project
processing).

(d) Compared to Consultants. For preparation assistance
work, a large majority of Bamk agriculture staff
consider CP better than consultants except where
detailed engineering is required. CP can be more
conceptual than consultants, requires (and usually
receives) less explicit instructions and is much
more aware of Bank needs and requirements. Also,
Bank staff believe that CP can usually produce what
is needed faster, more compactly, and at less
cost than consulting firms.

(e) Compared to Regional Missions. CP and the Bank's
regional missions in Africa are viewed by Bank
staff but not all CP staff as somewhat interchange-
able with respect to preparation work. They have
very similar capabilities and inherent sources of
difficulty. The latter include such things as
the somewhat ambiguous role between countries and
the Bank, problems of communication with Bank
headquarters and a diminished susceptibility —
compared to Washington staff -- to control by Bank
projects Division Chiefs and Assistant Directors.

(f) Subsectors.* CP is widely viewed in the Bank as
especially strong in forestry and fisheries work
and weak in agro-industries. Also, its superior
linguistic versatility compared to that of any
single Bank Region is a recognized asset. As a
general matter, the East Asia Region is less
satisfied with CP than the other Regions. FAO.
forestry people share the Bank's high regard for
CP's forestry skills, but FAO fisheries people

* A summary of the comparative advantages and roles
of CP and the Bank in the preparation of Integrated
Rural Development Projects is presented in Attachmemt 1.
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doubt that the two CP fisheries staff members —--
though recognized as highly competent specialists ——
can alone provide the breadth of coverage that is
needed.

The Bank

(a)

(b)

(e)

(d)

FAO

(a)

Overall. The Bank is seen by its own staff as well
as by CP and FAO as powerful, usually effective,
inner-directed, super-busy and somewhat arrogant.
It is seen to need (and, at least in the opinion

of its own staff, is seen to value) strong linkages
to external sources of expertise, development
assistance thinking, and constructive criticism.

It is regarded as the preeminent development
financing institution.

Investment vs. Development. In FAO and CP eyes,

Bank staff are widely seen as too prone to equate
development and investment, to underestimate the
significance of activities (such as resource
evaluation, information exchange and technical
assistance) which may have little direct impact

on investment but great long-term importance for
development. Bank '"lending program pressures"
(i.e. apparent greater concern with commitment
than disbursement) are seen sometimes to generate
unreasonable impatience with developing country
(and FAO) desires and constraints and are sometimes
thought to endanger the quality of projects.

Inconsistency. Since its reorganization, the

Bank has -- in CP eyes -- developed inconsistencies
of approach among its six Regions, and between
them and CPS.

Identification. CP and the Bank concur that Bank

"project identification" -- meaning, usually,
project definition —- work is of highly variable
quality.

Overall. FAO-proper —- although viewed by most

Bank and CP staff as insufficiently action-oriented

for Bank and CP tastes, uneven in the quality of its
staff, politically sensitive, bureaucratic and not
strong administratively -- is widely seen by both
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CP and Bank staff as having a large number of
extremely able staff whose knowledge and
capabilities are relevant to Bank, IC and other
investment-oriented work.

(b) Depth of Expertise. The principal strength of FAO

is seen (in all quarters) to be its great depth
of authoritative expertise in the widely varied
subsectors of agriculture.

(c)

(d)

Subsector Compartmentalization. There is CP and
Bank consensus (and much agreement in FAQ) that --
at least from the point of view of investment
results -- FAO is in many activities weakened by
problems in bringing to bear a multi-disciplinary
approach (within agriculture). There is, however,
broad recognition in the CP and FAO of numerous
recent efforts to offset this perceived weakness.

Skepticism. Bank and CP staff (together with many
in FAO-proper) -- while acknowledging the utility
of an expanding intellectual infrastructure to
underpin development-related and other decisions --

are uncertain about the relative priority that
should be accorded to some of FAO's information
exchange and data collection activities.

Variant Concepts of CP's Role

Between Rome and Washington, somewhat different concepts of

CP's general role emerge, although the differences tend to
be differences of degree.

1.

CP Concept. CP tends to think of itself as ideally
being an impartial and disinterested adviser to
countries when compared to the Bank -- which CP sees
as less disinterested because of its eagerness to
lend. A legitimate CP role is seen to be to help
the developing country, when necessary, "stand up
to" Bank pressure and, in other cases, advise the
country to do things the Bank favors but the country
would rather avoid. CP people find Bank pressure

to have them prepare projects to pre-determined
specifications which they have not been instrumental
in developing contrary to this concept of thelr role.

Bank Concept. Bank people readily concede that the
country — not the Bank -- is CP's proper "client"
in preparation assistance work; that the CP should,
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under strong substantive leadership, exercise
independent judgment in providing advice and assist-
ance and not hesitate when necessary to disagree
with the Bank or a developing country. Five of the
six Regions believe CP does now strike a reasonably
good independent balance between responsiveness to
Bank and country desires. They believe CP should be
willing to recognize, when this is clearly explained
by the Bank, that because projects are sometimes
means to broader institutional changes rather than
simply ends in themselves, the techmical dimensions
of project excellence may not always deserve pre-
emptive emphasis.

CP'S COMPARATIVE ADVANTAGES AND RECOMMENDED ROLE

Based on the strengths and weaknesses of the three organizatioms,
we believe that with respect to the various categories of FAO and
Bank activity, the CP has the following comparative advantages
and disadvantages. These judgements underlie our conclusions
about CP's proper role.

A. Bank Work

Ts Country Economic/Sector Work. CP has no comparative
institutional advantage in Bank country economic/sector
surveys except where a subsector is concerned in
which they have the advantage of special expertise.

To the extent that a given plece of sector work is
intended to promote Bank/country dialogue, CP is, of
course, at a disadvantage.

2. "Identification"

(a) Project Recognition. CP has no comparative
advantage or disadvantage vis-a-vis the Bank in
the recognition of potentially viable project
ideas. Its extensive country exposure and pre-
investment experience do, however, in most cases
give it an advantage over the rest of FAO.

(b) Project Selection. Project selection, in its
narrowest sense, is a non-delegable Bank function.

(c) Project Definition. CP is given an advantage in
project definition work by its great depth of ex-
perience in preparation assistance. Beyond that,
many of the advantages it has in preparation
assistance also pertain to project definition.
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3. Preparation Assistance. Project preparation assistance
is the forte of the CP. Its superior knowledge of Bank
requirements gives it a major advantage over consultants
in most cases. It generally also has an advantage over
the Bank in preparation work because of its:

- Separateness from the Bank, which makes it more
possible for the Bank on appraisal to question or
countermand the preparation work without appearing
embarrassingly redundant or self-contradictory

- Depth of technical expertise, compared to any one
Bank division

- Comparatively ready access to the technical resources
and expertise of FAO

- Freedom from the competing pressures of appraisal and
supervision work

= Capacity, up to a point, to withstand Bank pressures
to hurry up the process where these might be
counterproductive

= Capacity to assist countries in reaching decisions
about how to deal with the Bank

- Extensive and multi-regional preparation assistance
experience

- Lower cost (to the Bank) per man-year -- by more than
35%.

These advantages, in our opinion, outwelgh the disadvantages of:

= Structural and geographic inaccessibility, compared
to Bank staff

- Occasional weakness in institutional aspects and
problems due to inadequate CP "feel' for Bank
policy and strategy

- Greater Bank difficulty in influencing projects at
a stage when the options are most fluid

- Inability, when CP is used, to merge preparation
and appraisal work without changing the staff
involved

- Increased delays after preparation.
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4, Appraisal and Supervision. Appraisal and supervision are
essentially non-delegable Bank functions. CP cannot
perform them for the Bank. Individual CP staff members,
however, certainly can -- from time to time -- participate
in and contribute fully to such work and benefit from the
consequent exposure to Bank methodology and thinking.

7 Other. It should be mentioned that some Bank Regions feel
that CP's collective linguistic virtuosity gives it a
capability they can well take advantage of (e.g. Spanish
in WAF, French and Italian in EAF, Portuguese, etc.).
Also, the CP, with its proximity to FAO, has a comparative
advantage over the Bank in the latter's very lightly
staffed fisheries and forestry sectors.

FAO-Related Activities

1 UNDP Work. Compared to FAO and UNDP, the IC is uniquely
equipped to serve as a nucleus for the infusion, where
desired, of greater investment expertise into FAO-executed
UNDP funded projects. This comparative advantage stems
from its intense investment orientation and expertise,
constant close contact with financial institutionms,
extensive country exposure and its capacity -- because
of its size -- to bring to bear a meaningful level of
subsector specialization within the framework of an
integrated multi-subsector approach (see Annex 7 for
further discussion).

2, Assistance to Other FAO-related work. The considerations
listed immediately above also pertain to IC's advantage
to the FAO regular programme, trust fund and WFP projects
as a compact source of investment-oriented expertise.

FAO/Bank Policy Coordination

CP is in a unique position to see both the Bank and the FAO
side of policy questions. It is, however -- and should be --
predominantly operational in its orientation. While it may

be best situated to coordinate all FAO's relations with

CGFPI and some areas of Bank/FAO interaction, there are

many areas of Bank/FAO interaction where it has no comparative
advantage (e.g. commodities work, food balance analyses,
research, etc.). (see Annex 6 for further discussion).
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III. OBJECTIVES

Consistent with the foregoing assessment of comparative advantages,
we believe that the CP has three key objectives -- to help:

1. Countries create projects suitable for World Bank
financing;

2. The Bank and FAO interact and coordinate in ways that
enable each to benefit from the other's strengths in
pursuing the shared priority objective of accelerating
agricultural development in developing countries;

3. FAO realize the full investment potential of its
activities.

In general, it is performing the first objective effectively,
although significant process improvements (which we discuss
in subsequent annexes) are possible. There is room for
substantial improvement, however, in its performance of the
last two objectives.
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MULTI-SECTOR RURAL DEVELOPMENT PROJECTS

While we did not focus our detailed attentions on multi-sector
or integrated rural development projects, we were requested to review the
subject in the context of our examination of CP's role. Our findings and

conclusions follow.

As Profile

1.

Innovative Nature. Preparation assistance for
multi-sector or integrated rural development ("IRD")
projects 1s a relatively new, somewhat experimental
but rapidly expanding activity both for the Bank
and CP. Methodologies are extremely fluid and

each of these projects tends to be unique.

"Softness'. IRD projects are characteristically
"soft" and politically highly sensitive. Because

of the special importance and complexity of their
institutional dimensions and the country-specificity
of their political aspects, criteria concerning the
design of these projects tend to be particularly
loose and open-ended. The judgments to be made,
therefore, are even more subjective than in other
sub-gectors and, as a consequence, the difficulty

of anticipating Bank preferences is greatly magnified.

Fluidity. IRD projects are also unusual in the
extent to which precise definition at preparation

or appraisal is less likely to preordain the pattern
of implementation and is of less significance than
effective management during implementation -- given
the possibilities for national policy (and power
relationship) shifts during implementation and the
desirability of responsiveness to evolving local
wishes.

Multi-sectorality. While usually having a major
agricultural development component, many IRD
projects are multi-sectoral.

B. Assessment

1.

Bank Involvement. Deep and direct Bank involvement
in preparation assistance for IRD projects has been
Justified on the ground that this is a ploneering
field where preparation experience can accelerate
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the evolution of effective appraisal criteria. A
second reason has been the Bank's feeling that it

can be more effective during preparation than during
appraisal or implementation in nurturing the requisite
political willpower and commitments. A third reason
is the Bank's comparative advantage in coping with

the inter-sectoral aspects (e.g. Mexico, '"Presidencia"
project; Algeria, Rural Development Program).

CP Involvement. The CP tends -- because of its
staffing, general orientation and affinity with
country agriculture ministries -- to see rural
development from an agricultural starting point and
is well equipped to assist in the preparation of

IRD projects with a major agricultural component
(e.g. Yemen, Southern Uplands; Y.A.R. Wadi Hadramaut;
Philippines, Mindoro; Mexico, Papaloapan, etc.). It
is capable also of addressing non-agricultural
aspects with the help of consultants.

Importance of Project Definition. Whether preparation
assistance is offered by the Bank or CP, the project
definition phase of multi-sector IRD is particularly
important, partly because of its extreme difficulty.

Bus-stopping. Because of the critical importance of
country commitment and follow-through in multi-sector
IRD projects a bus-stopping approach to preparation
assistance is clearly essential.

Recommendations

1.

Comparative Advantage. Both the Bank and CP have

experience In preparation assistance work on IRD
projects but the Bank has a comparative advantage
with respect to those which have major inter-
sectoral or national policy implications.

Process. Full and early involvement is especially

necessary in IRD projects. Moreover, where CP is
involved the Bank/CP dialogue after (or during)
project definition is particularly important. It
should usually occur face-to-face, and perhaps
begin in the field at the end of the project
definition mission(s). For multi-sectoral national
policy-laden IRD projects, inescapable prerequisites
to successful preparation are:
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(a) Unusually detailed project definition,
(b) Local preparation teams, and
(¢) A bus-stopping approach.

Task Force on Training. There is little doubt that
the managerial challenge of multi-sector IRD projects
is awesome -- given their emphasis on integrationm,
multi-sectorality, decentralization and local
participation and given the number of ministries

and levels of Govermment likely to be involved. Yet
good middle managers in developing countries are in
critically short supply. The Bank with FAO assist-
ance should, we believe, begin to focus frontally on
this problem rather than purely on a project-by-
project basis. Probably, a task force should be
established to examine whether an institution --
perhaps, for example, an EDI satellite —-- is needed
to exert a leadership role in developing methodologies
for such training, training trainers and better
defining what skills need to be imparted. (Probably
the task force, in addition to FAO, EDI and Bank
CPS/ARD representation, would benefit also from
inclusion of two or three developing country
officials with relevant and successful experience

in multi-sector IRD).
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BANK/CP OPERATING PROCEDURES AND APPROACH

I. ASSESSMENT

In the following, we address in turn Bank/CP operating procedures affecting:

B.

A. Couﬁtry economic/sector work
B. Project identification

C. Preparation assistance

D. Appraisal and supervision

Country Economic/Sector Work

The present occasional and ad hoc participation of CP in Bank-led
country eoonomic/sector missions is satigfactory, as is the use of CP to
perform selected sub-sector analyses (whetherregional or limited to one
country). Because the Bank's broad agriculture—wide country sector
surveys usually have objectives beyond mere sector analysis - - i.e.

of promoting Bank/country dialogue, providing an occasion for developing
or reviewing the Bank's assistance strategy and selecting projects that
will further it - « theee are not normally amenable to full performance

by CP.

Project "Identification"

1. Project Recognition and Selection. The present ad hoc partici-
pation of CP in Bank-led reconnaissance migsions and occasional
leadership of its own such missions on a sub-sector level is
satisfactory. The CP staff feeling that the Bank does not welcome
its project ideas may result from application by the Bank of
broader criteria of selection than initrinsic project excellence
(e.g. criteria such as project utility as a vehicle ®r institutional
reform, IDA fund availabilities and country debt service capacity,
the possible desire to focus effort on one particular sub-sector,etc.)

2. Project Definition.

(a) Report Length. The CP "identification" — — i.e. project
definition — reports that are written are usually far
longer than necessary for the purpose to be served.
Sometimes such reports are several volumes‘long and
include some of the detailed preparation work that
project definition work is designed to render more
efficient, The possibility that the Bank or the country,
in reviewing a project definition report, may wish back-
up data does not justify (at that stage) preparing in
publishable form such a large amount of material,

(v) Accountability. Where CP has not done the project definition
work and is agked to do the detailed preparation, it is
difficult and probably unfair to hold them accountable in
ocages where they may come to believe that the concept
itgelf was faulty.
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Preparation Agsistance

In geveral respects, the approach to and procedures governing preparstion
asgsistance are susceptible to improvement.

1.

Approach to Preparation Assistance.

(a)

(v)

(e)

CP Preference. CP is seeking increasingly to emphasize the
bus-gtop over the paratroop approach, to rely more heavily

on leocal project preparation teams to do the work, subject

to overall CP guidance. In our view, this preference is
entirely sound because of the inereased country project
understanding and commitment likely to result and the training
by-product. Bus—stopping also may make it possible sometimes
to omit the formal CP preparation report (as in the Bangladesh
Barisal Project).

Produotivity Impact. The fuller country participation that
usually results from (and permits) a bus—stopping approach
greatly inocreases CP productivity, at least in those instances.
With respect to CP-assisted projects whose preparation was
completed in CY¥s 1973 and 1974, the average number of missions
per projeot with "subastantial country participation" was 2.2
(and 5 projects out of 31 had 4 or more missions); the average
CP man-days devoted to such projects was 201. In the same
period, for projects with "minimal country participation" the
average number of missions was 1.8; none out of 29 had more
than three missions, but the average CP man-days applied wae
316 — - 56% more than in the cases of substantial country
participation. (See Table 1.)

Bank Constraint. While Bank managers almost uniformly favour
bus—-stopping in principle, weakmesses in their present advance
planning of pre-appraisal activity, combined with the
significantly longer lead {times that bus—-stopping requires,
constitute a barrier Yo bus-stopping and sometimes leave no
alternative to the paratropp approach.

The Bank Role. Related to many Bank agriculture divisions' weak-

nesses in planning in advance for project generation activities
(see Annex 5) is their frequent failure to designate specific
individuals to be accountable for the pre-—appraisal stage of each
project. The result is often a lack of continuity in the Bank's
monitoring of pre—appraisal activities.

(a)

Pre-Mission Stage.

(i) The terms of reference of CP preparation missions tend
to be rather open-—ended, stereotyped, and are reviewed
only lightly by the Bank in most cases. Especially where
there has been prior CP project definition work, this is
not a root cause of major problems; considerable flexi-
bility at this stage is desirable and a strength of CP
— — and Bank reason for using it — - ig its capacity to
know or anticipate what the Bank will want.
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(ii) Where CP prevaration missions (or their leader) come first to
Washington for briefing, the Banlt often is poorly prepared and the
briefing not very useful.

Post—migsion., Bank comments on CP Back-to~0ffice Reports are often
inadequate and delayed even where issues have been highlighted for
attention,

Report Clearance., There is nearly universal agreement in the Bank and CP
that the Banlk's comments on the yellow cover preparation report are
almogt always deficient., There are several reasons:

(i) Appraisal and supervision work have higher Bank priority than
preparation, as a result of which the task of reviewing the often
multi-volume draft preparaiion report is frequently performed
hurriedly or assigned to a Jjunior staff member;

(ii) Because of the above, Bank managers temd to have a fairly low level
of confidence in the draft comments and "water them down" before
transmitting them to Rome; poor communication and friction can result;

(iii) There are few if any criteria for the yellow-cover review, At
one extreme it could constitute a desk appraisal; at the other
it couldsimply be an effort to assure that no fundamental flaws
are evident;

(iv) The whole review has a premature air — — especially where the country
has been involved deeply in the preparation work - -~ as the
imminent appraisal task will constitute the "ultimate" review;

(v) The very process of Bank review prior to country receipt of the
report seems insonsistent with the premise that CP preparation
assistance ig a service rendered primarily for the benefit of
the develoning country and only secondarily for the Bank.

Post—1eport -

(i) Without lmowing how common it is, we have heard of instances where
appraisal mission members (and leaders) arrive in the country
without 2 good Xnowledge of the contents of the preparation report,
Obviously, this is undesirable and likely to be discouraging both
to CF and the country;
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(ii) Although it often does happem and is useful if preplanned, Bank
missions en route via Burope to appraise a CP-prepared project
do not routinely — — where there is to be no CP "bridging" role in
the field — — stop in Rome for briefing by the CP;

(iii) The failure of the Bank routinely to transmit issues papers and
decision memoranda to CP concerning projects CP has helped prepare
makes it harder for P staff to evaluate their own performance and
gharpen their understanding of Bank thinking and preferences.

3. The CP Role. Preparation assistance procedures within the CP
are reasonably effective.

(a) Pre-mission Stage. It is probably a weakness that Washington
consultations en route to LAC projects are only sometimes
held. Also, more frequent consultations in advance of work
in other Regions might — — despite the extra travel eutlay — —
yield high returns in the productivity of subsequent
prearation work.

(b) Post-migsion. Despite CP management exhortation, Back-to-
Office reports still tend to be insufficiently issues—
oriented. Debriefing meetings are held occasionally but
not routinely.

(¢) Report Clearance. CP's process for reviewing its yellow-
cover reports is considered generally satisfactory by
CP's staff as well as its managers. It has been acknow-
ledged, however, that the review —— given the pressures
to deliver —— comes too late for fundamental changes to
result except in the most serious cases and that there is
considerable variability in the standard of completed CP
reports.

(d) Post-Report. The very useful "bridging" function is often not
performed.

Appraisal and Supervision

We do not see any problem with the present ad hoc procedures for
arranging CP participation in Bank-led appraisal and supervision
work, but believe that targets should be set for the level and
distribution of such activity, given ite training value.
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HECOMMENDATIONS

With respect to Bank/CP operating procedures and approach, we have
two broad recommendations under which specific meaBures are

proposeds:

A. Increasingly use the preferred bus-gtopping approach
in preparation assistance

B. Streamline ‘the Bank/CP procedures for project preparation

Recommendations on a related planning system for project generation are
presented in Annex 5.

A. Increasingly Use the Preferred Bus-Stopping Approach in
Preparation Assigtance

1. Advantages of Bus—Siopping. The preferred "bus—etopping"
approach in preparation assistance — — though slower in
lapsed time - — should be used more frequently in lieu of the
"paratroop! approach by CP becauge it:

- Tends to enhance country understanding of and commitment
to projects, both of which are normal requisites of rapid
appraisal and successful implementation

-~ More effectively trains country nationals in the work
of project preparation, a task of major long~term
importance

- Facilitates the telescoping of preparation and avpraisal
work — — for example by making it possible in some cases
for the Bank to appraise on the basis of country-prepared
annexes plus a brief introductory section written by CP
in lieu of a full preparation report

- Increases the efficiency of CP's preparation assistance
work .

24 Implications for CP Management. Increased use of bus-stopping
will have several implications for the management of CP. Because
missions will be smaller, a higher proportion of mission leaders
will be needed. Because of the greater reliance on local pre-
paration teams, preparation reports written in Rome will become
less numerous, less directly indicative of the quality of work done
by the CP team and less suitable as a vehicle for quality control
by CP Managers. As a result:

(a) Professional Development. GCP management's role in
professional development — — before the fact quality
enhancemeni rather than post facto quality control — —
will become more important. (Annex 4 contains
recommendations on this subject.)
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(b) (Ouidelines. CP's development and refinement of manuals,
guidelines, standards, formats and other instructional
material will become more important.

(¢) Multi-mission Travel. To minimize any increase in
staff travel time, a premium will be placed on
management's ability to combine in one trip visits to
several local preparation efforts and possibly the
work of more than one client bank. (This will make
Bank intervention in CP mission 8cheduling more harmful
tham it is today).

(d) "Down-time". Because CP staff now spend as much time away
from home as is appropriate (roughly 100 days/year) and
because the Rome report writing task will decline as a
proportion of total effort, it will be necessary to find
alternative uses for CP staff time in Rome and to involve
more FAO staff (under CP mission leaders) in preparation
assistance work. (This will be aided by our recommendations
for facilitating increased interaction between CP and the
rest of FAO. See Annex 3).

(e) Direct Training. While we have not had time to explore
its practical implications, it is possible that the change
in emphasis would make time available for — — and
logically be accompanied by = — CP activities aimed
dirsctly at enhancing the preject preparation capacities
of developing country nationals. These could include = -
on a secondary and time-available basis — — guch activities
a8 development of training materials, participation in
FAQ training and EDI activities and perhape even the
conduct of occasional seminars or inclusion of developing
country "apprentices" on preparation missions.

By Streamline the Blnk/CP Proceduree for Project PreparaEiun

Briefly our recommendations are to:

1. Make CP project definition work a normal prerequisite
of CP preparation assistance work and shorten project
definition reports

2. Increase Bank/CP person-to-person interchange during
project generation

A Rely on an issues paper prepared in Rome -- for fuller and earlier
Bank/CP interchange before completing a full preparation report

4 Transmit CP preparation reports directly to coﬁntries,
without Bank review at the yellow cover stage

5« During appraisal, provide CP with the Bank's issues papers

and decision memoranda relevant to the projects they have
helped to0 prepare.



ANNEX 2
Page 7

These recommendations are framed in an assumed context of paratrooping - -
for simplicity and because, despite our recommendations, we recognize
that paratrooping is likely to continue to be common for some time.

1. Make CP Project Definition a Normal Prerequisite of CP

Preparation Assistance Work

(a) Normal Requirement. CP "identification" — = i.e., in this
context,project definition work = = is not always
explicitly done in advance of CP preparation work. It
should be, in almost all cases. When CP is asked to help
prepare a loosely and, in their opinion, poorly identified
project it is hard to hold CP accountable for the result.
Moreover, to the extent that major conceptual disagreements
are found to exist or changes of direction are required, the
preparation assistance effort is likely to be greatly reduced
in efficiency. 1In the future, in those special cases where pro-
ject definition has been completed without CP involvement, CP
should not undertake the preparation assistance unless it can
fully accept the project definition work that has been done.

(b) Project Definition Report. The project definition report
normally should not exceed 20 pages. That should suffice
for its purpose of raising major questions and alternatives
(with recommendations) in order to promote the reaching of
fundamental decisions before the detailed preparation work
begins. Sometimes after a project definition mission much
more material is available than needed for this purpose;
gometimes also detailed work is necessary to narrow or
illuminate options. When such additional material is
produced, it should be retained ae working papers — — not
published. A list of such working papers could be attached
to the report. Publication of them at this stage is not
worth the extra work and expense required and may create a
bulk of material that discourages careful Bank and country review.*

(c) Transmittal, The project definition report would be sent to the
Bank for comment. Attached to it would be the CP's detailed
proposal for conducting the preparation assistance work required,
In cases where particularly difficult issues are discovered,
face-to-face or telephone discussions should then be held to
resolve them.

(d) Debriefing. As the options at the time of project definition
are particularly fluid, a service-wide debriefing session (to
which selected FAO non-CP staff would be invited as well as
specialists in the same subsector from other IC services) should
be held within three days of the mission's return from the field.

¥  TFor reports other than Project Definition, no changes in format are
recommended. Bank opinions differ widely on the preparation report.
Some like as much detail a8 possible and a full background section;
others would prefer a briefer format. To an extent, CP may already
take into account divergent Bank Division Chiefs' preferences.
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2. Increase Bank/CP Person-to-Person Interchange. As we
have implied above, personal (and secondarily telephone)
contact can often pay major dividends in the increased
efficiency that comes from not retreading trod ground,
working at cross-purposes or exploring in depth futile
possibilities. It should be sanctioned more routinely
-~ - especially whenever it can be accomplished through
Washington or Rome stopovers and contemporaneous field
visits = — and also encouraged in other cases of fundamental
disagreement.

3 CP should Prepare a Preparation Issues Paper. Bank inputs
to CP preparation work should take place before — — not

after = - the major effort of report writing:

(a) 1Issues Paper. Within 10 days of a CP mission's return
to Rome to write a preparation report, it should pre-
pare an "issues paper" of less than 10 total pages
summarizing the project, identifying issues, major
alternatives and other aspects concerning which Bank
guidance could be useful and indicating CP's actual
or likely position on the issues. This paper should
replace the present Back-to-Qffice report (which, in
any event, CP management has been seeking to make
more issues oriented).¥®

(b) Bank Comments. The issues paper should be telexed to
Washington. Bank comments should be provided, also by telex,
within 10 days.** We believe the Bank comments will be not
only of greater utility because of their earliness in
the cycle, but also of much higher quality because of
(1) the brevity and focus of the document on which
they are based (which will permit Bank managers to
become involved); (ii) the likelihood that they can
have an impact, and (iii) the existence of g pre=-
designated responsible Bank staff member.

(c) In-Service Debriefing. Based on the issues paper, the
CP service concerned should hold a service-wide de-
briefing session (chaired by the service chief) after
which the paper might be modified before transmittal
to the Bank. (Notice should be given of this meeting
so that interested FAQ staff and specialists in the same
subsector from other IC services can attend.) Report writing
would begin immediately afterwards, focussing on areas
where Bank comment is not anticipated. For particularly
interesting cases, the debriefing session might =-- for staff
development and esprit purposes -=- be IC-wide.

* Except where there is a Project Definition Report or Preparation Issues
Paper, the Back-to-Office Report should be retained, as it is a vehicle
for informing the Bank of progress in project preparation and high-

lighting key issues on which Bank views are sought. Brevity, however, should
be emphasized. :

%% The Bank is in the process of leasing a line to Europe, which will sharply
reduce the cost of Telex.
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(d) Assimilation of Bank Comments. Once received in CP,
Bank comments would be carefully considered -- in the
knowledge that they were likely to be reflected at
appraisal -- and then incorporated in the report or
rejected at CP's sole discretion. Where difficult issues
were raised, it might occasionally be desirable for the
Bank and CP to meet on the subject or further discuss it
by telephone. Where CP intended to reject the Bank's
viewpoint on a fundamental issue, it should notify the
Bank in advance.

4, Transmit Preparation Reports Directly %o Countriss. The Bank's

clearance of yellow cover CP preparatinn reports should cease
because 1it:

(a) I8 inconsistent with the proposition that CP preparation
assistance is a service primarily to countries and only
secondarily to the Bank

(b) Tends to further the failure of countries to distinguish
between CP and the Bank and therefore — — on appraisal - -
heightens the likelihood that the Bank will seem embarrassingly
redundant and self-contradictory if it re—examines preparation
conclusions and makes major changes

(¢c) Is premature and perhaps even compromising, given the imminence
of appraisal

(d) 1Is unrealistic as a ''screening' precaution, to the extent of
country involvement in the preparation work

(e) Given the size of the documents and the competing pressures of
appraisal and supervision, is unlikely to receive from the Bank
the quality of attention needed for a useful review -~ and is
therefore inefficient.

CP is used by the Bank because it has compe%ghoe at the management
and journeymam levels to do acceptable work. The Bank review at
this stage is unnecessary &s well as inappropriate.

5e Bank Issues Papers and Decigion Memoranda

For CP to obtain the feedback it needs to remain au courant with

Bank thinking and the implicit criticism it needs to be able to evaluate
its own work, it should routinely receive from the Bank issues

papers and decision memoranda concerning agricultural projects, whether
these have been prepared by CP or not, Within the CP, these should be

screened by the appropriate subsector Senior Advisor(s) for their overall
relevance to CP preparation approaches.
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CP PREPARATION PRODUCTIVITY ‘/

* BETWEEN CY's 1973 AND 1974, AVERAGE CP INPUT PER PREPARATION COMPLETED DROPPED 37% ....

Country Participation: Minimal Substantial All Projects

1973 1974 Change 1973 1974 Change 1973 1974 Change
Completed projects 15 14 - 6.7% 16 15 - 6.3% 31 29 - 6.5%
Average missions/project 17 1.9 +11.8 2.3 2.1 - 9.5 2.03 1.97 - 3.0
Average CP man-days/pro ject 393 255 -35.1 260 152 -41.5 324 202 -37.5

% SUBSTANTIAL GOVERNMENT PARTICIPATICN INCREASES CP MISSIONS REQUIRED PER PREPARATION BY 0.4 — 22% ....

Missions per Country
Project Participation: Minimal Substantial All

. Projects * Projects z Projects %
1 10 34% 9 29% 19 32%
2 15 52 14 45 29 48
3 4 14 3 10 7 12
4 - - 4 13 4 6
5 or more - - 1 3 | 2
Total 29 100% 31 100% 60 100%

rrn Average: 1.8 ' 2.2 2.0

* ... BUT DECREASES CP INPUT PER PROJECT BY 118 MAN-DAYS == 36% ....

Man-Days per

Project

0- 99 5 17% 8 26% 13 22%
100 - 199 10 34 13 42 23 38
200 - 299 2 7 6 19 8 13 s %
300 - 499 3 10 1 3 4 5 A g
500 - 699 6 21 1 3 7 12 o
700 or over 3 _10 2 = " _8 Fim
Total 29 100% 3N 100% 60 100%

*%# Average: 326 208 265

1/ Projects on which preparation was completed in CY's 1973 and 1974 (based on
o retrospective data provided by CP Service Chiefs),
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IC-FAQO RELATIONSHIPS

Assessment

Although interaction between CP and FAQ is more intensive and
fruitful than is recognized by the Bank or acknowledged by CP,
there is no question that the CP is still far from the wide or
sympathetic bridge between the Bank and FAO - imparting to
each the strengths of the other - that it could be. Part of
the problem is attitudinal, part historical and part of it

a function of Bank/CP relationships. In the following, we
discuss:

A. The past IC/FAO relatiomship
B. Barriers to closer relations
c. The changing climate

A. Past IC/FAO Relationship

The contacts that have occurred in the past (and are
outlined in Section VI and Tables 11 and 12 of the
"Basic Reference Data" section at the end of this report)
have been modest but significant, although somewhat
one-sided -- i.e. mainly for IC's benefit.

1+ FAO Contribution. FAO, both in the field and Rome,
has ofteh contributed expertise (through briefings,
consultations, and research work) to the solution of
IC problems and has provided a stimulating and
professionally developmental enviromment for agri-
culturally-oriented staff. It has pioneered some
types of project subsequently of interest to the
Bank (Seeds, Disease-free Zones, Food Security and,
some would claim, Rural Development) and through
its UNDP-funded work (to a limited extent overseen
by CP in the case of Bank ''special interest"
projects) has sometimes laid the groundwork for
the preparation of Bank projects.

2, IC Contribution. IC, in turn, has had a gradual
impact on the attention paid by FAO to agricultural
investment, has helped attract funds into that sector
and — mainly through personal interactions but also
through occasional visits to UNDP projects and
participation in selected working groups -- has




ANNEX 3
Page 2

made some contribution to FAO's growing aware-
ness of investment needs and opportunities, as
well as its project preparation methodology. IC
has also been a valued (though difficult to access)
source for FAO of up-to-date country information.

Barriers to Closer Relations

Despite these examples of interaction, essentially the
"Rome connection", while useful to the IC and very
valuable on a personal basis to IC staff and some FAO
staff has -- institutionally speaking -- been uneasy,
somewhat inhibited and almost never systematically
pursued. One reason is the Program's history --
characterized by CP determination from the outset to
be "outside" FAO. Another reason is the Bank's tradi-
tional reluctance to see CP staff occupled at all on
FAO business. There are additional reasons.

1s General Attitudes. In CP eyes, although FAO is

~a vast source of in-depth agricultural expertise
it is limited in its development (and especially
investment) impact by a fundamentally academic
orientation, a complex bureaucracy, and the
absence of an action-oriented focus. FAO, in
turn sees CP as "the Bank', respects its com-
petence and action-orientation, but resents its
air of superiority and what it sees as a "one
way street" of cooperation.

(a) The FAO Viewpoint. While often responsive
to CP requests for assistance and grateful for
the country exposure and action-orientation
that CP mission work can give to individual
staff members, FAO units tend to resent CP's:

- Failure to reciprocate, even for informal
assistance rendered. (They complain that
CP comes to them for briefing but never
returns after the mission to debrief;
that when they want to borrow CP staff,
Bank-related duties are always claimed
to make this impossible.)

- Secretiveness, particularly over releasing
documents

- Ignorance of the existence of much of
FAO's country knowledge and staff skill
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- Hiring away of many of FAO's best staff
- Isolated, superior air

- Use of FAO members as "consultants', not
partners, on missions

- Frequent failure to acknowledge FAO
contributions

- High grade levels

- Relative freedom from the stringent
budget restraints (especially on travel)
that affect the rest of FAO.

(b) The IC Viewpoint. The historically-based impulse
to refrain from involvement in FAO work has
reflected —— as well as a possessive attitude by
the Bank —-— IC fears that:

- Participation in FAO affairs could become
a bottomless pit

- Intensified contact could reduce IC's
partial immunity from FAO's bureaucratic
problems characteristic of a large
specilalized agency

- The need to assure continuity in IC
contributions to FAQO efforts could add
an additional constraint to already severe
scheduling problems

- IC staff, when on loan, would be less
productive in promoting investment than
when in IC itself.

Formal Exchanges. The direct contact that comes
from staff loans or exchanges is one of the best
means of increasing cross-fertilization and
improving relationships, but the purchase by

CP of FAO staff time for CP missions (roughly

7 man-years/year) is likely to be increasingly
difficult to arrange in the future. There are
several reasons:
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(a) TFAO Work Programmes. FAO divisions have their
own work programmes to complete and, in many
cases cannot use the CP-provided money
effectively for this purpose

(b) CP Barred. CP at present feels barred from
offering its own staff time to an FAO division
as a quid pro quo for a loan of that division's
staff

(c) Credibility at Budget Time. If an FAO division
can lend staff to CP and still implement its
work programme, there is an implication that it
was either under-programmed or over-staffed

(d) Other Demands. Divisions are being called on
increasingly to meet demands for non-budgeted
staff assistance from other sources (IC, Country
Programming, Food Security, CGFPI, etc.) —-
often for shorter assignments than those
sought by CP

{e) Confiscation. This year, money paid by CP
for FAO staff borrowed was confiscated from
the lending departments by FAO's financial
department during a budget squeeze.

The Changing Climate

Under present ground-rules and the psychology that has
prevailed in the past, the level of FAO manpower released
for CP work would be unlikely to rise and could even
decline. This would be harmful to FAQ, the Bank, the IC

and member countries. But there is evidence that the
underlying psychology is changing and there is little reason
to believe that the ground-rules caunot also be changed.

1l

FAO Climate. FAO, in response to the greater sense

of urgency in the world about food problems (exemplified

by the World Food Conference and the subsequent establish-
ment of the World Food Council, CGFPI and the nascent
IFAD) seems to be searching for means of developing

a more action-oriented programme. This will, it re-
cognises, involve intensifying efforts to increase the
immediacy and breadth of impact of its Regular Programme
activities. It also frequently will involve the

conscious and deliberate infusion of a more substantial
investment orientation into some of its activities.
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2. Bank Climate. The Bank, while immediately concerned
to assist with the generation of projects it can
finance, has also clearly and unequivocally declared
its wider interest in spurring the promotion of
agricultural and rural development in the developing
world.

i {3 Mutual Interest. It is therefore increasingly in the
interest of both institutions to make the Investment
Center a wider and more effective bridge between
them. Failure to succeed in this task could ultimately
weaken the impact of both institutions on the urgent
world problems they are seeking in common to address.

RECOMMENDATIONS

For the CP's long-term maximum utility to the Bank, FAO and
their member countries, it is imperative to vitalize the CP/FAO
"Rome connection" beyond its present significant but modest
scale. The Bank should, through the CP, be able to draw
selectively on the full range of FAO's resources. FAO, with
the help of the IC, should be enabled to heighten its own
investment know-how and impact. We therefore recommend that:

A. The Bank actively encourage selective exchanges of CP
and FAO staff time

B. IC designate operational staff as ''Senior Specialists"
one of whose duties would be liaison with FAO's Divisions
who, in turn, would establish contact points for IC
matters

c. IC take positive actions to improve its communications
with FAO

D. IC initiate establishment of additional investment-
targeted "Joint Groups'" on the model of the IC/
Fisheries Group

E. The name "FAO-WB Cooperative Program' be changed.

(It is possible also that consideration should be given to
elevating IC's status within FAO to reflect better the growing
importance and pervasiveness of its concerns and the scope

of its external relationships as well as to facilitate the
intensified internal interactions we foresee. In additionm,
such a change would alleviate present flatness in the I.C.
grade structure and allow service chiefs a higher ranmk than
their subordinates. We have not, however, explored this
question and have no recommendation other than that the
question be considered.)
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Encourage Staff Interchange

Staff interchange, both formal and informal, is the most
effective way of bringing FAO's technical expertise to
bear on the CP investment program, assisting FAO divisions
to realize the full investment potential of their own work,
and building stronger CP/FAO relationships. To the extent
that CP staff assigned to work with FAO divisions will be
concerned principally with investment-related activities
and FAO staff assigned to CP will be exclusively involved
in Bank-related work, exchange arrangements will increase
the aggregate FAO time applied to promoting investment.

1. Informal Interchange. CP (with the Bank's full
support) should be more willing to reciprocate for
short-term informal services currently rendered by
technical divisions but seldom accounted for. (These
CP services should be distinguishable in the time
recording system and subject to a mutually agreed
ceiling.) Where FAO staff contributes informally or
formally to project preparation, CP should acknowledge
it in the report.

2, Formal Interchange. Within pre-agreed ceilings, CP
management should be free to offer staff for FAO
and IC Service assigmments in return for equivalent
amounts of staff time furnished to CP. As a pre-
requisite, the Bank should agree to contract for
man-years rather than people in the CP. The
accounting required for such an arrangement demands
an effective time recording system. This would
not be prohibitively difficult, as time accounting
is, after all, the basis of billing in many types
of legal, public accounting and consulting work
(See Annex 5).

3. Reimbursement Option. FAO staff time assigned to CP
would be reimbursable either in money or equivalent
staff time, at the discretion of the directors concerned
who would meet annually to determine the likely magnitude
of the exchange. Divisions releasing staff for CP
work would have first claim on CP staff time, but
CP staff assignments would not necessarily be confined
to these divisions. CP staff time also could be
purchased rather than bartered for.
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CP Preference. Because exposure of FAO staff to CP
staff and CP's investment-related work can often
contribute a better informed investment orientation
and ultimately a sharper investment focus to many
FAO activities, CP should seek to use FAO staff
rather than consultants whenever feasible. (If

the time exchange programme were to involve 7 man
years per year, in average tranches of one month
per assignment for CP staff and 3 months for FAO
staff, 112 exchanges would be made per year with

a direct potential impact on nearly 10%Z of FAO HQ
staff per year and a probable indirect impact on many
more.)

Staffing Implication and Impact. CP should increase
its regular staff at the expense of 1ts consultant
budget to accommodate the demand for its staff services
by FAO. Experience during the year following the
initiation of the scheme would indicate the likely
level of such demand. There would be no additional
cost to CP. To the extent CP time was purchased,

the consultant budget would be replenished; to the
extent it was traded, CP's available direct-hire

staff time would be replenished.

CP Benefit. 1In addition to benefits resulting from an
increased (or at least not decreased) FAO contribution
to CP work, the larger number of CP direct-hire staff
that the arrangement would permit might facilitate
further sub-sector depth. Also, to the extent that
the CP staff time used for exchanges would otherwise
be downtime (e.g. due to scheduling hiatuses or
practical limitations on staff travel time), such
exchange arrangements will permit its conversion to
productive operational time. This will increase CP's
efficiency.

Directive. It is possible that arrangements of this
type would be facilitated by an umbrella directive
from FAO management to the effect that investment

orientation is an implicit purpose of most FAO

work programmes and not exclusive to the IC.

Implementation Problems. The proposed staff time
exchange option will require close and careful CP
management to assure that it is pursued with
deliberation and subjected to reasonable safeguards
such as:
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(a) Upper Limit. Periodically, in consultation
with the Bank, an upper limit should be established
on the level of staff time to be exchanged (as
should an overall CP limit be agreed for the
informal — i.e. non-traded, non-reimbursed --
overhead interaction activities). Basic charging
and accounting principles will need to be agreed
along lines outlined in Annex 5.

(b) CP Flexibility. To enable CP effectively to
contend with the scheduling aspects, more
freedom from explicit Bank intervention in
scheduling decisions will be required. After
reaching agreement with the Bank on its role
in the preparation of a project and on the
manpower required, CP should have wide discretion
on the timing and composition of individual
missions.

(c) Respomsibility. Use on loan of FAO staff will not
free CP management from any of its present
responsibilities to assure delivery of quality
work on time. It will need to be highly selective
in borrowing and lending staff to achieve maximum
benefits both for CP and the rest of FAO. CP
management should normally require that staff
loaned to FAO be assigned to investment related
work.

Establish Technical Liaison

IC should designate Senior Specialists (and alternates)
within each of its technical disciplines and make them
responsible for liaison with counterpart technical
divisions in FAO on technical (but not operational)
issues. FAO division directors should designate an
officer, preferably in their own office, as the contact
point (though not exclusive channel) for CP matters.

The Senior Specialists should be invited to attend
technical meetings arranged by their counterpart divisionm,
and the liaison staff from FAO should be invited to re-
levant IC meetings, including debriefings. Also on the
advice of liaison staff and by agreement between the
directors of IC and the FAO division concermed, IC should
be able to employ on short-term secondment proponents of
innovative proposals with investment potential to work on
guidelines, develop seminars, prepare papers, etc. (The
role of Senior Specialists is discussed further in Anmnex 4.)
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Take Positive Action to Improve IC/FAD Communications

The vitalized IC/FAO '"Rome connection' that we consider
necessary to full effectiveness requires, in addition to
the changes recommended above, steady inculcation (with
Bank support and due regard for the needs of the work
program) of an outward-looking IC attitude.

1, Routine Interactions. Routinely, selective cross-—
attendance by liaison people and managers, for example
at staff meetings, should occur; announcements of
debriefings should be made and legitimately
interested FAO staff encouraged to attend, and the
Senior Specialists should hold occasional seminars
not limited to IC staff.

2s Information Center. The Documents Unit -- which now
plays a passive reference-oriented role —- should be
renamed the "'Information Center'" and given the
responsibility actively to take whatever initiatives
are needed to assure that IC and FAO people derive full
and timely benefit from IC, Bank and FAO documents.
Beyond the reference function, this will entail follow-~
ing the mission schedules of IC people and systematically
providing to mission members at least two weeks in
advance of departure, such documents as the most recent
relevant Bank sector and appraisal reports, any FAOQ
studies or reports that could be pertinent, and relevant
IC material. Also, it could perform a brief search
of the FAO staff registers to determine (and provide)
the names of people at Weadquarters and in the field
who are likely to have relevant specific knowledge.
In addition, the Information Center should:

- Take the initiative actively to acquire the
material and knowledge necessary for the
above-described functioms.

- Prepare and circulate to IC, FAO and Bank
agricultural staff a quarterly IC Newsletter.

- Circulate in FAO: IC mission schedules, lists of

newly acquired documents, debriefing agendas
and the like.*

* Ney ground-rules establishing confidentiality of
Bank and FAO documents, and the extent to which
they might be circulated within each agency
should be developed at the instigation of the
Head of the proposed Information Center.
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- The Center would need professional direction
and probably should be placed under the Editor/
Information Officer (See Ammex 4).

Establish Joint Groups/Task Forces

1. Purposes. 1IC should initiate the establishment of
additional "Joint Groups" on the model of the IC/
Fisheries Group, with the purposes of:

- Identifying sub-sector and project investment
needs and opportunities

- Keeping IC aware of new and relevant technology

- Briefing divisions on lending criteria and modus
operandi of financial institutions

& Adding investment orientation to divisional
work programmes.

2. For Each Joint Group, the involved division directors

should specify aims, identify priority topics, determine

composition, level of formality, reporting system and

life span. (In our opinion, the Groups should operate

under technical division leadership, have no more
than 5 members, and designate sub-groups for specific
tasks.) For topics for which large Interdivisional
Working Groups already exist in FAO but which require
particularly concentrated attention -- such as

Trypanosomiasis, River Blindness, Pesticides, Arid

Lands, Fertilisers, Adaptive Research, Food Security --
the "Joint Group" might be constituted as an Investment

Sub-Committee.

3. Costs of CP participation in such groups should --
within an agreed ceiling for "Direct FAO Support" —-

be considered a legitimate charge to CP (See Annex 5).

This will be justified by enhancement of CP's staff

expertise, an increased flow of investment projects,
informal quid pro quo and ultimately an enhanced FAO
investment impact.

Change Titles

The name of the FAO/World Bank Cooperative Program
creates confusion. FAO and developing country people
regard it as '"the Bank''. Some even think it is
concerned with cooperatives. We believe it would be



ANNEX 3
Page 11

useful to rename it the "FAO Investment Center". It
would contain four "Services' -- Service #1, Service #2
and Service #3 (which would handle WB project work) and

8ervice #4 (which would carry out work for other client
financiers).
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IC LOCATION, STRUCTURE AND MANAGEMENT

I. ASSESSMENT

A.

Location and Structure

The present location and structure of the Investment Center,
including the FAO/WB Cooperative Programme, are fundamentally
what they should be, although the growing complexities of

the management task suggest the need for greater management
capacity. We present in turn our assessment of:

1 The location issue
2. The present structure

1. The Location Issue

(a) General Criteria. As a general matter, the
following criteria are relevant to the question of
location:

- Access to FAO thinking, skills, data resources
~ Access to Bank thinking, skills, data resources

- Responsiveness to or independence from Bank,
FAO or country pressures; impact on reporting
relationships

- Country knowledge, accessibility and impact
- Value of IC's critical mass

- Potential for favourable IC impact on FAO
or the Bank

- Costs (travel, administration, personal
services, etc.).

(b) Rome Location. On balance, after examining the
likely alternatives in the light of these criteria,
we have concluded that Rome is the most suitable
location for the CP. This conclusion is based
on three principal considerations:
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(1) Access to FAO. CP now draws extensively and
beneficially on the resources of FAO (see
Basic Reference Data Table 11) and will
do so to an even greater extent in the future
if our recommendations (in Annex 3) are
accepted.

(11i) Utility to FAO. CP has very great potential

utility within FAO -- utility which can be
enhanced we believe, by measures described

in Annex 3. This utility would be largely
lost were the CP not in Rome —-- to the
detriment of the Bank's as well as FAO's
member countries and agricultural development
objectives.

(1i1) Bank Relations. We believe that the problems

of Bank/CP relationships that a Washington
location might alleviate can be greatly
reduced by the measures proposed in Annex 5
without incurring the costs of moving the CP.

Outposting. In considering whether to outpost
staff, the added complications of back-stopping
and supervision as well as the danger of losing
objectivity and impact within the country have
to be taken into account. Nevertheless, in the
contéxt of a Rome-based CP, we can recognize

the merits of a very limited and selective
outposting of CP staff directly to countries
(but - to keep the reporting relationship
simple -~ not to FAO field posts). Where the
reporting relationships were to be directly to

a Bank field post (or Bank HQ), we believe

the realities of the situation should be recognized
by secondment of the CP staff member to the Bank
with the Bank paying 1007 of the costs.

Regional Banks. We have not examined the location
issue in the context of IDB, AsDB and AfDB staff
who are outposted from the IC. Our conclusions
with respect to the World Bank are not necessarily
relevant to the other institutions where the scale
is entirely different and many of the qualitative
aspects may be too.

Attachment. In Attachment 1, we summarize the
advantages and disadvantages of the various major
locational alternatives.
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The Present Structure

IC, despite its fundamentally sound structure, presently
suffers from six significant problems, solutions to which
might be facilitated by at least modest structural change.

(a) Weaknesses/Needs. Today's IC, we believe, needs:

(1)

(11)

(1ii)

Stronger Top Management Capacity. The ratio

of 5 substantive supervisors -- Director,

Deputy, 2 Service Chiefs, Coordimator, -- to
roughly 80 professional staff is light,
especially at the top. (There is provision

for Deputy Service Chiefs, but the positions
have frequently been left vacant in order to
avoid diversion of two mission leaders - key

CP operating resources.) In the Bank's projects
departments of equivalent size it would not

be unusual to have 9 line supervisors, not
counting Deputy Division Chiefs (i.e. Director,
3 Assistant Directors, 5 Division Chiefs).

Of course, CP functions are more homogeneous
than those of a Bank Regional projects department
and for that reason CP is probably easier to
manage, but —— with the Director's growing
activities regarding FAO's relations with

CGFPI, the already apparent rapid growth
pattern of the IC Service and the accelerating
evolution of Bank and FAO policies regarding
agricultural investment -- the IC's overall
management task is becoming too heavy for 2 top
managers (with 2 advisers) and 3 middle managers
to handle.

Smaller CP Services. Despite the homogeneous
nature of CP work and the extent to which mission
leaders function as an intermediate layer of
management, the present 2 CP services are too large
for fully effective management and comntrol by
single service chiefs. The problem is particular-
ly difficult in Service II which presently does
work in four Bank regions (EAF, WAF, S. Asia,

E. Asia and Pacific).

Better Interaction with FAO. The quality and
quantity of CP interactions with FAO have
improved in recent years but still have much
room for further improvement.




(b)

ANNEX 4
Page 4

(iv) More Flexibility in Coordination and the Use
of Staff. It has been difficult for the
IC as a whole to make the most appropriate
and efficient use of staff "locked" into
specific services. In particular, this has
limited the IC Service's capacity to benefit
from or coordinate with the two CP services.
There have sometimes, for example, been overlaps
or embarrassing situations of non—-coordination
within countries (e.g. parallel but separate
work for IDB and WB on what is essentially
the same project).

(v) Better Administrative Support. Weaknesses
in the administrative area have exacerbated
managers' problems.

(vi) More Systematic Professional Develcpment. This
problem is discussed in Section B.2.

below.

Major Change Unnecessary. We do not conclude from

these weaknesses that major structural change is

required. Procedural and attitudinal changes

(which we discuss subsequently) can help offset

the weaknesses and some minor structural

adjustments can provide further relief. Moreover,

it is important to recognize that any other
fundamentally different structure would have
weaknesses too. TFor example:

(i) Technicallv-Based Structure with Area Desks. A
technically-based structure with area desks
would simplify staff development and FAO
relations and might permit more subsector
specialization —- but it would greatly com-
plicate the infusion of a multi-disciplinary
approach to the work, force scheduling
decisions to the top level (which already
is over-loaded), and (because of the Bank's
opposite structure and the desk officers'
individual lack of power to resolve conflicting
priorities) reduce responsiveness to the Bank.

(ii) Decentralized Structure -- Technical Core in

Rome; Remainder in Field. A decentralized
structure (with a supervisory and technical
core in Rome and remaining staff in the field)
would improve country knowledge, simplify
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bus-stopping and reduce travel costs — but
it would compound alarmingly the already
significant management relationship problems
(given the potential roles of FAO headquarters,
Bank headquarters, IC headquarters, the

FAO country or regional office, UNDP and the
Bank resident mission, if any), significantly
reduce the CP's utility to FAO, risk a loss
of professional objectivity and access to
senior-level officials by field staff, and
increase costs.

"Integrated IC". An "integrated" IC (with

geographic services serving all client
financiers and charging them on a man-years-
of-effort basis) could:

-

Permit some missions to serve the needs
of more than one donor, with resulting
efficiencies

Increase the strength of IC country
contacts and IC's capacity to give
impartial investment advice

Bring a familiarity with Bank standards
to the work of non-Bank financiers

Give non-Bank financiers a wider spread
of IC skills on which to draw, and

Reduce IC's present rather dominant
linkage to the Bank;

But it could also:

Complicate the task of resolving conflict-
ing scheduling priorities without alienating
the financing agencies

Reduce IC's capacity to adapt flexibly to
inevitable short-notice changes in
financier priorities

Diminish the confidence of each lending
agency, particularly the smaller omes,
that it would receive the desired
attention and priority from IC -- perhaps
with a resulting reduction in IC usage
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- Reduce IC staff members' knowledge of
individual lender requirements and policies,
which could make subsequent appraisal
more difficult and possibly impair the
chances of rapid project financing

- Arouse Bank fears that a Gresham's
Law effect of projects being directed
to the least demanding donor could over
the long term reduce project quality,
and

- Require protracted negotiations, given
the sensitivities involved, the number of
organizations and the complexities of
systems that would have to be agreed for
' charging, reimbursement and the resolution
of conflicting priorities.

Because of this alternative's complexity, we
have listed in Attachment 2 further advantages
and disadvantages from the viewpoints of those
who would be affected. Even if the integration
alternative were to be preferred, the time
delay involved in negotiating it would require
that the structural problems identified in

this assessment be faced and resolved on an
interim basis.

Separate Services Parallel to Bank Regions.

Creation of five CP services corresponding

to the Bank's Regions (because of the low scale
of activity, one would have to serve both
Africa Regions) would enhance country knowledge,
diminish the span of control of service chiefs
and permit one-to-one Bank relationships at

the supervisory level. It might also increase
the collaboration between Bank and CP superiors
on questions of country sector policy in
agriculture. However, there would be numerous
serious disadvantages:

- "Stable" Status. The one-to-one relation-
ship in 4 of the 5 services would almost
surely result in the Bank Regions viewing
each CP service as a mere "stable" of
extra manpower —— one which they would
seek to manage in detail from Washington.
This would produce disadvantages in:




ANNEX 4
Page 7

Efficiency, given the problems of
"short-string' management at a
distance of 4,000 miles

. The loss of benefits to member countries
from CP/FAO interaction -- which requires
less direct Bank control

The loss that would result from a gradual
exclusion of CP top management from the
supervision of operations

. The long-term loss that would result
from diluting the IC managers' leader-
ship role in attracting, holding,
motivating and professionally developing
the top quality staff that make CP
valuable.

Reduced Scheduling Flexibility. The benefits
in responsiveness of the one-to-one relation-
ship would be offset by the reduced schedul-
ing flexibility resulting from smaller

units and the heavy dependence of the CP
service chiefs on arrangements to borrow
staff from each other (as no one service
would be self-sufficient).

Reduced Quality. Each service could support
only a minimal degree of subsector special-
ization —- which is particularly important

in preparation work. Moreover, those in

a service who were specialized by sub-

sector would lack daily opportunities for
professional dialogue with service colleagues
having the same subsector specialization.

Diversion Danger. The service chiefs would
be less able to resist Bank managers'
tendencies to divert their resources into
high priority appraisal work, supervision
and inevitable trouble shooting -- which

is not the most efficient way to use CP
staff.

Narrowed Experience. CP people would lose
the benefits of constant multi-Regional
exposure (benefits already lost to Bank
divisions).
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- Dimished Separateness. The advantages
inherent in having preparation assistance
rendered by an entity other than the Bank
are reduced to the extent that CP's
institutional separateness is reduced.

- Increased Overhead. A greater proportion
of CP's most senior staff would be occupied
with overhead and non-operational functioms.

Four CP Services. Based on present and projected
workload, the four services would have to serve:

South Asia

EMENA

LAC

East Asia, Eastern Africa and Western Africa

Three of the four services would have all the
advantages and disadvantages of a one-to-one
relationship (as discussed above). In addition,
the fourth service's travel patterns would be
anomalous. With four services, given present
staffing, there would be 18 instances of one or
less subsector specialist per service. (With
three services, there would be only 11 such
instances.)

The span-of-control problem for CP service chiefs
is not comparable to the problem for Bank
division chiefs because —- while Bank division
chiefs are responsible for project

administation and sector work as well as

project definition, preparation and appraisal --
the CP service chiefs are responsible only for
pre-appraisal work and supervise primarily the
mission leaders (who at any given time con-
stitute perhaps a third of their subordinates:.
and who absorb some of the leadership and
development tasks with respect to more junior
staff).

The IC is no longer the small intimate group it used to be

in which primarily personal relationships could adequately
serve the purposes of leadership, adminsitration and management.
Without in any way sacrificing the personal relationships that
still exist —- for even from a purely clinical management
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viewpoint they are of inestimable utility -- there is need

for an overlay of more formalized and systematized methods

of internal IC management and for an increase in IC's managerial
capacity. There are at least three areas where it is clear

that IC's present managerial capacities have been stretched
thin:

1.  Work programming, scheduling and control
2. Professional Development
3. Administrative support

1. Work Programming, Scheduling and Control. As long as
CP programming and scheduling remain largely driven
by Bank needs and the Bank is uneven in the quality of
its own pre-appraisal pipeline planning and therefore
tends to manage CP schedules rather than results,
there will be limits to the improvements possible in
CP's own programming and scheduling. Nevertheless,
the absence of explicit and published CP project planning
tables is hard to justify. CP's own reliance on travel
schedules as the primary planning tool is, in fact,
an inducement to Bank reliance on such schedules as
a primary control tool. Similarly, from a budgetary
standpoint, CP's failure to submit reliable time
reporting data has left the Bank no alternative but
to seek to control IC's delivery of the prescribed
number of designated "bodies" (full time) rather
than of a specified quantity of man-years.

2 Professional Development. Long-term quality enhancement
through professional development is more effective, ef-
ficient and instructive than exclusive reliance on quality
control through report review. Moreover as bus-stopping
and the role of local preparation teams increases, the
possibilities for quality enhancement and staff training
through report review will decline. Therefore, a premium
will exist (even more than today) on measures -- such
as formal in-house training, professional cross-
fertilization, development of guidelines and standards,
feed-back, etc. -- that increase staff competence. The
present structure -- with little front office capacity
for policy development and with two (harassed) service
chiefs each supervising roughly 30 people while handling
Bank relationship problems and administrative matters —-
is not well suited to giving professional development
activities the attention they deserve. Yet an active
multi-faceted program for professional development can
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contribute importantly to the IC's esprit de corps and
consequent capacity to attract and retain superior

staff. It can also help maintain the atmosphere of
intellectual vitality that is essential to IC's continued
creative performance of project preappraisal tasks.

Administrative Support. Severe weakness in the admini-
strative support area place unnecessary burdens on IC
supervisors and impair the IC's efficiency. There are
at least 6 broad problem areas which we summarize
below. (They are addressed more fully in a Task Force
working paper made available separately to the

IC management.)

(a) Confidence. As it presently functions, the Program
Coordination and Administration Office is not --
as it should be — used in every way possible to
remove administrative burdens from substantive
supervisors and staff.

(b) Consultant Processing. Consultant processing is
a bottleneck area in the IC, and its procedures
are not geared to the tight deadlines that are
hard to avoid.

(c) Work Distribution. The organization and distribution

of work within the administrative unit is inefficient --

e.g. consultant work now involves 3 people in
different sub-units. Financial reporting to the
Bank and FAO -- while based on the same data -- is
done by separate people reporting to separate
supervisors.

(d) Documents Unit. The Documents Unit has had a passive
posture unsuited to the needs of IC and FAO (See
Annex 3).

(e) Secretarial Support. IC management decided (March
3, 1975) to introduce automatic typing and modified
arrangements for secretarial support -- which we
consider sensible -- but this decision had not
begun to be implemented by mid-May.

(f) Equipment. Electronic desk calculators are not as
widely available as could be justified and travel
calculators are in short supply.
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RECOMMENDATIONS

The significant coordination and relationship problems that

exist today, can, we believe, be largely resolved through the
procedural improvements proposed in Annex 2 and the integrated
planning and control systems proposed in Ammnex 5. For that

reason and for the reasons stated in the foregoing assessment,

we recommend no radical change in IC's location or fundamental
structure. We do, however, recommend some structural adjustments
to strengthen IC's management capacities and its internal technical
leadership, professional development and administrative support.

Our principal recommendations are to:
A. Strengthen the IC Front Office
B. Create a third CP service
C. Assure continuing enhancement of IC staff capabilities
D. Appoint Operations Officers in each CP service
E, Strengthen the administrative support unit
Table 1 is an organization chart illustrating the structure as
it should look after these adjustments. Attachment 3 states
the duties of the key positions that would exist under the pro-
posed structure. We briefly discuss our proposed adjustments

below.

A, Strengthen IC Front Office

1% Complexity of Management Tasks. In future years the
management task of IC is going to be rendered
significantly more complicated by:

- The sharp growth of World Bank lending

- The likely rapid growth of IC non-WB activities
due to increased demands from OPEC financing
sources, IDB and the Bankers' Programme

- The presently unknown impact of the International
Fund for Agricultural Development (which could
be of sufficient magnitude to warrant re-examin-
ation of our structural recommendations)

- Increased bus-stopping

- Time exchange
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- UNDP infusion
- The more extroverted role towards FAO

- The rapid evolution of Bank policies in
agriculture

- Work arising from CGFPI.

Overall Recommendation. To strengthen IC's top
management capacity to meet the challenge these
factors will pose, we recommend creation of an
additional deputy. The Director would continue to
be occupied heavily with externally-oriented functioms
including special priority assigmments for FAO's
Director General (e.g. CGFPI Liaison). A Deputy
Director for CP Operations (DD/CPO) would oversee
Bank-related work; a Deputy Director for Policy,
Professional Development and Liaison (DD/PPL)

would perform internal "infrastructural" functions.
(IC's Director has proposed -- and we see no problem
with -= also appointing a Deputy for IC's non-Bank-
related activities because of the importance, variety
and volume of external relationships these are ex-
pected to entail in the coming year.)

Deputy Director, CPO. The Deputy Director for CP

Operations would direct the Bank-related work,
including particularly the development and negotiation
of CP's work program and budget, the review of quality
on a selective basis, and the coordination of inter-
service staff sharing and CP/FAO time exchange.

Deputy Director, PPL. The Deputy Director, PPL —- a

"staff' executive -- would be responsible for planning,
coordinating and directing the non-operatiomnal activities
of the IC -- e.g. development of guidelines and standards,
conduct of "off-line'" professional development, and
coordination of IC's contributions to the policy
formulation of client organizations. He would chair

an internal "IC Policy Advisory Committee'" and would
oversee the non-operational work of the Senior Specialists
(see paragraph C.2, below). He would supervise the

Senior Adviser, Senior Agricultural Adviser and the
Information Center. Also, he would assist in direct

(i.e. non-CP-related) Bank/FAO coordination by spend-

ing a significant portion of his time at the Bank
"absorbing" policy trends and spotting opportunities
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for useful Bank/FAO interaction and —— when in Rome —-
performing s similar and complementary liaison function
in FAO. Lastly, he would serve as (or oversee) the

IC representative on may of the FAO inter-divisional
working groups and oversee IC's "FAO support"”
activities. ‘

1 Interim Alternative. In the near term, the IC Director
expects to be able personally to assume the responsibilities
of the proposed Deputy Director for CP Operations and
personally to direct implementation of most of the
recommendations of this study. He intends, for this
purpose, to diminish his externally-oriented duties.

If the Director's personal external responsibilities

can be held to a minimum (perhaps less than 20% of his
time) and if the non-CP third Deputy post he has
proposed is created and filled, performance by the
Director of the functions we have envisaged for the
DD/CPO can be a viable alternative to our recommendation.

B. Create a Third CP Service

) Trade-Offs. Creation of a third CP service will not
remedy all present problems and will, in fact, have some
cost in scheduling flexibility, subsector specialization
and an increased need for inter-service sharing, but we
believe it will provide the best balance between:

- Fully adequate supervision and the diversion of
CP's most experienced staff to overhead tasks

- Complexity of serving several Bank divisions
and independence from detailed intervention
by WB Regional managers

- Subsector specialization and the problems of
1argeness

= Country specialization and the need for variety
of professional exposure

- Effective quality control and maximum scheduling
flexibility (with minimum need for inter-service
borrowing) .

With three services, their size in the next several
years would probably range between 20 and 30 professionals.
This is a bit too large from the span-of-control and
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professional development viewpoint, but with four
smaller services the service chiefs would be less in
control than is desirable —- because they would have
to borrow staff more frequently from each other. As
a result, they would be less responsive.

Regional Allocation. The three services would serve
as follows:

Service I - Latin America, Caribbean;
West Africa
Service II - Europe, Middle East, North

Africa; East Africa
Service III - South Asia and East Asia

Based on past patterns of usage, this regional
allocation would result in the best balance of
workload (5 year average of mission days: Service
I, 26%Z; Service II, 34Z; and Service III, 39%).

To the extent it can be projected, the allocation

is likely to maintain a good balance in the foresee-
able future, as it combines South Asia (the fastest
growing source of CP work) with East Asia (the
slowest growing). The proposed regional allocation
would in addition:

- Permit the best intra-service travel efficiencies

- Permit Washington visits by staff of two of the
three services at minimal cost and travel time

-~ Enable Service I to capitalize on the facts that
many CP staff speak both Spanish and French
and that travel between Western Africa and Latin
America is comparatively convenient.

Rejected Alternative. We considered the alternative

of two Services each with two subordinate managers,

but rejected it because of (a) the need it would create
for six rather than three service managers, (b) the
additional layering it would involve in a context
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already suffering from a flat senior grade structure,*
and (c) the further loss of critical mass that would
result if each service's staff were divided between
its two subordinate managers.

Assure the Continuing Enhancement of IC Staff Capabilities

Because the quality of preparation assistance has a key
impact on the efficiency of appraisal work and may also
improve the quality of project implementation, measures to
enhance the capabilities of CP staff will yield high returns
for the Bank, FAO and member countries. Such measures
should be vigorously and systematically pursued. We have
recommended increasing the number of CP service chiefs,
which will give them more time to discharge their pro-
fessional development responsibilities, and creating a
Deputy Director (PPL) to coordinate professional develop-
ment activities which are IC-wide. We also recommend that:

1. CP _Set (and Then Meet) Goals for Staff Participation in
Bank-led Supervision and A raisal Missions. Supervision
experience (preferably on a project one has helped pre-
pare) can heighten one's awareness of the problems
projects encounter during implementation and thereby
increase the operational realism brought to subsequent
preparation work. Participation in appraisal work
(preferably on a Project one was not involved in
preparing) can sharpen one's appreciation of the
Bank's approach, policies and requisites for
financing and thereby improve substantive com-
munication and make subsequent preparation work
more responsive to Bank needs. Therefore, we
recommend that specific targets be set to achieve
systematically such CP staff exposure and to assure
that the desired exposure does not —- through over-
use -- become a pretext for the Bank to direct CP
energies away from the priority CP preappraisal tasks.
We would suggest a target of perhaps one supervision
mission every second year and one appraisal mission

* The flatness of the grade structure also is perpetuated --
In the FAO context -- by CP's realization that if it fills
a vacant D-1 position with a person not eligible for the
D-1 rank it will forfeit the D-1 position and risk losing
the appointee when he eventually is qualified for the
rank. (We believe CP should be able to promote qualified
staff to non-supervisory positions up to the D-1 level on
the basis of professional growth rather than having to
"reclassify" the position first.)
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every third year. Staff with more than 6 years'
experience could be exempted from both types of
mission as they are not at that point in a position
to derive maximum benefit from the experience.

(It is significant that 87% of CP staff stated on
the questionnaire that it would be valuable for them

‘occasionally to participate in a Bank-led supervision

mission and 74% had that opinion with respect to
appraisal missions. See Basic Reference Data, Table

11.)

IC Designate Senior Specialists to Provide Technical

Leadership and Liaison. In each major subsector,

the IC should designate '"Senior Specialists" to

play a lead role — in their respective disciplines --
in professional development, liaison and policy
guldance. Senior Specialist tasks should, we
estimate, occupy about 25% of each designee's time.
This time cost should be more than compensated by
resulting improvements in their own and their
colleagues' productivity and work quality. The
Senior Specialists would continue to report to their
appropriate service chief, but would be under the
functional oversight of the Deputy Director, PPL,
when performing Senior Specialist duties. These
duties would be to:

(a) Develop (or coordinate development of) guidelines
and standard formats and analyses for work within
their respective disciplines

(b) Liaise with their counterpart FAO technical
divisions and CPS advisers

(c) Participate in the proposed new "IC Policy
Advisory Committee'

(d) Screen technical publications and Bank and
FAO documents to identify and circulate
material relevant to the work of colleagues

(e) Participate in selected inter-divisional
working groups

(f) Visit missions in the field occasionally
in an "elder statesman'' capacity to advise
on difficult issues within their respective
disciplines



ANNEX 4
Page 17

(g) Participate in IC report reviews at the request
of service chiefs

(h) Chair occasional seminars and selected IC-wide
case study sessions

(1) Take the lead role in technical orientation
of new staff.

3. Assure Feedback. People develop best and most rapidly
in a context of candid and constructive criticism.
"Feedback" to IC staff about the perceived strengths
and weaknesses in their work is therefore essential.
It occurs now through daily supervision (including
that by mission leaders) and report reviews, but
it should be more systematized in at least two
respects.

(a) From the Bank. CP staff routinely should receive
for information Bank issues papers and decision
memoranda concerning projects they have helped
prepare. (Also, of course, as usually happens
now, they should routinely receive the appraisal
reports.) Beyond this, each CP service chief
should set aside time in his semi-annual visit
‘to Washington to receive explicit feedback from
Bank mission leaders and division chiefs about
the work done during the prior period. This
should include specific feedback where Bank
decision memoranda or appraisal reports have
gone in a direction contrary to CP recommendations.
The feedback should then be transmitted personally
by the service chief to those affected in the CP.

(b) Performance Evaluation System. The absence of a
formal employee performance evaluation system in
IC deprives staff of the opportunity all staff
need at least once a year for summarizing per-
formance strengths and weaknesses and professional
development needs. Such an employee performance/-
potential evaluation system should be designed and
introduced promptly. It need not be elaborate.

4, Other Measures

(a) Debriefings. Debriefings, as we have recommended
in our section on IC's operating processes (Annex 2y,
should be reinstituted on a routine basis. They
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have important development value for staff members
(particularly new ones) as well as benefit to the
mission members involved.

(b) Bank Documents. In addition to the documents already
mentioned, CP staff should have more ready access to
Central Projects Memoranda and the Bank's manuals
(copies should be in each service as well as the
Information Center). Working papers also should
more frequently be made available.

(¢) FAO Technical Meetings. Participation in selected
FAO technical meetings for staff development
purposes should be encouraged.

(d) Orientation. More systematic arrangements should
be made for the briefing and orientation of new
staff (perhaps initially by the Information Center)
including, as feasible, enrollment in the recently
created World Bank operations course.

(e) Staff Exchange. The Bank and IC should study
incentives to encourage exchanges of staff on
secondment .

(f) Secretarial Guide. A more comprehensive IC
Secretarial Guide should be developed. (This
1s discussed in a task force working paper
furnished separately to IC management . )

Appoint Operations Officers in Each CP Service

After careful consideration of the CP service chiefs'
needs for deputies (the positions for which now exist

but remain vacant), we rejected the idea. The scheduling
task, however, is difficult and time consuming. The

two existing service chiefs estimate that it, combined
with administrative chores (personnel management, consultant
arrangements, etc.) consumes more than half their time,
with the balance left for providing guidance, leadership
and quality control. At least half of the non-substantive
burdens, they believe (and we agree), could be lifted by

a qualified Operations Officer. Further improvement will
result when the IC's administrative unit is made more
effective. It would be undesirable and unnecessary we
think, to divert a senior mission leader —- the critical
CP resource -- to perform chores which can be performed

by a far more junior person and to retain thereby an
unnecessary layer in the line structure.
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Strengthen the Program Coordination and Administration

Office

We have numerous specific recommendations for administrative
support. They are detailed in a task force working paper
that is being separately furnished to IC management.
Essentially, we have recommended:

1.

Supervision. The supervisor of the Program Coordination

and Administration Office should, in addition to
running the office, be able to function effectively
as a member of the IC's management team. He should
serve the director as a management adviser and should
also provide the services' Operations Officers with
functional leadership.

Work Supervision. Six people, some of whom will
have subordinates, should report to the supervisor:

- His secretary

- An outposted Persomnel Officer to be in charge
of all recruitment and staff servicing

- A Budget and Finance Officer -- to be in charge
of all budget, financing, accounting and reporting
functions and administrative matters for on-board
consultants

- A person in charge of ''word processing" and report
production

- A person in charge of maps and charts
- A person in charge of files.

Secretarial/Clerical Support. The IC Director's March

1975 recommendations concerning secretarial/clerical
support should be implemented.

Further Study. Further study should be given, with

FAO assistance, to the advantages of more flexibility in
consultant recruitment policies and to possibilities

for improvement in reproduction services and space.

It is ultimately highly inefficient to have professional
gstaff share offices. Also, IC should establish a small
working group to examine (with Bank input) whether the
fullest desirable use is being made of existing computer
analytical packages; if not, it should review the budget

and IC staff training implications of changing the situationm.
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ADVANTAGES AND DISADVANTAGES OF FIVE LOCATICNAL ALTERNATIVES
FOR THE COOPERATIVE PROGRAMME

ROME

Located in Rome, the CP can draw heavily on FAQ resources, and have
a major impact on FAQ programmes and policies, This more than offsets
the problems created by distance from Bank thinking and management,

Advantages Disadvantages
a) Access to technical and data a) Lack of access to Bank
resources of FAOD thinking, methodology and data

b) Opportunity to contribute to in—
vestment orientation of FAO's UNDP
projects and regular programme, and 1o
quality of projects prepared fer other

financiers
¢) Freedom to concentrate on project b) Reduced Bank certainty of_
identification and preparation timely and efficient delivery
of agreed work iy
d) Enhanced opportunity to act as c) Risk of influence by FAO
independert Bank critic and to political considerations and
recognise country viewpoints dispersion of effort inte
FAO activities
e) Avoidance of internal Bank d) Inherent difficulty and cost
problems that could flow from of communication with Bank

having a "preparation department”
under CPS aegis.

WASHINGTON

While location of the CP in Washington would satisfy Bank managers' desire
for more control, increase CP awareness of Bank policies and reduce com—
munications preblems, it would nullify the congiderable advantages of the
"Rome Connection',

Advantages Disadvantages
a) Increased awareness of Bank a) Loss of FAO technical and data
policies . input

b) Loss of impact on FAQ activitiee

b) Basier, more effective and c) Higher travel costs ($5,000/
less costly CP/WB communications man year) and higher travel '
time

d) Danger of diversion to
appraisal and supervision
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¢) (For Bank) Increased opportunity e) Danger of becoming de facto Bank
for management intervention in CP, staff Y“pool", with consequent loss
and greater confidence in performance of second opinion in project cycle
f) Loss of "bridge" between FAO amd

WB

g) Loss of many trained employees
unwilling to relocate

h) Loss to FAO of identification
with inveetment related work

BANK REGIONAL OFFICES

Outposting of CP staff to Bank regional offices would lead to lower travel
costs and improved country associations but these advantages would be more
than off-set by loss of FAO input and identity and increased communications
problems,

Advantages Disadvantages
a) Reduced travel cost and time a) Increased communication difficulty
and cost
b) Higher staff costs
b) Better country knowledge ¢) Loss of FAO technical input and

impact on FAO

c¢) liore conducive to working with d) Loss of "critical mass"
local project preparation teams

e) Risk of becoming de facto Bank
field staff

FAO REGIONAL OFFICES

The problems associated with outposting of staff to FAO regional offices are
similar tothose associated with locating them in Dank regional offices, but
would tend to be accentuated by the complexity of the reporting situation,

Advantages Disadvantages
a) As 3a, b, ¢ (above) a) As 3a, b, d (above)
b) Close ties with FAO field staff b) Isolation from both FAC and Bank

thinking and policies
c) Difficult reporting situation
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CP, BANK OR FAO COUNTRY OFFICES

The advantages of closeé association with national preparation teams that can
ge gained by outposting may — in a few cases — more than compensate for high
cost and isolation problems associated with country posting.

Advantages Disadvantages
a) Greatest bemefits from 4a, a) Most serious expression of dis-
b (above) advantages listed under 4a, b, ¢
' (above)
b) Loss of objectivity on country
issues

" ¢) Reduced access to senior echelons
of Government

d) CP is not geared to manage out=
posted staff
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INTEGRATION OF THE INVESTMENT CENTRE — — IMPLICATIONS FOR THOSE AFXRCTED
Below, we define the concept of "integraition" and list its major:
Es Implications for IC
I1. Implications for WB
IITs Implications for other lenders
IV. Implications for countries
V. Implications for FAC
An Operational Definition of "Integration"
A. Fectures

: Regionalized multi-disciplinary services, each serving (potentially)
all lender clients active in given regions;

24 Lender clients and FAO finance IC on man-year rather than position
bagis;

3e TIdentification at the request of a lender continues to be exclusively
for that lender;

4. Preparation always done for a predetermined lender at its request;

5e Reconnaigsance and identification at IC initiative need not have
fixed lender in mind;

6. Share of IC time for activities other than lender-reqguested is limited
to residual over agreed lender time budgets: FAO would underwrite total
cost,

B. The Essence of the Change

1, Lenders would buy man-yearse of effort rather than positions; and

24 The work of all lenders in a given region would be the responsibility
of a single operating unit.

I. Implications for IC
A, Advantages

L Increased efficiency of resource utilization (and hence increased
productivity).

(a) Miseion schedules and TORs combine complementary tasks for
different lenders;

(b) Data collection, analysis and presentation serve more than
one user;

(c) Balanced services facilitate manpower exchange;

(d) tequisite forward planning increases usefulness of downtime;

24 Duplication and in-country conilicts reduced since each Service Chief

is responsible for the timely execution of the work load of all lenders
in nis region;
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i More independent of any one lender with respect to scheduling
of given work load, in view of need to accommodate require—
ments of other lenders;

4. Smaller regions and consequent better country
knowledge;
Se Greater independence of scheduling facilitates "own initiative"

project generation;

6. More latitude ~ ~ given greater staff knowledge of various
lenders' requirements ~ — to match "“own initiative" and UNDP
projects with most suitable lender;

T Higher absorption capacity for new recruits.
B, Disadvantages
HiZ" Complexity of work programming;
2e Administrative burden of accurate time recording system (but this

may be necessary anyway for internal management);
3. Dilution of specialized knowledge of lender reguirements;

4. Loss of consistent identity with lenders, possibly reducing
access to officials and information in countries;

D Reduced capacity to place client financier interests above FAQ's
wnen they conflict.

YI. Implications for WB

4, Advantages

1q Increased efficiency results in reduced cost per project;
2. Independent critic r8le of IC greatly strengthened;
3 Early notice of opportunities and needs for activities to com-

plement those of other lenders;

4. Increased capacity to bring familiarity with Bank standards
to the work of other [inanciers,
B. Disadvantages
3 I Reduced control over timing of WB workload in IC;
2y Increased lapse time for reports from multi-task missions;
3. Reduced flexibility in IC timing to accommodate short-notice

changes in WB priorities;
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Fear of reduced work quality as result of = =
(a) reduced awareness of WB requirements;

(b) high calibre CP men no longer full-time on WB projects;

Uncertainty of "getting its money's worth" in view of other claims on
individuals,

Implications for Other Lenders
A, Advantages
1 Access to broader range of technical staff; | ; =
Ze Work of former CP staff would be to WB standards, with spin off to
other staff;
B. Disadvantages
le i"ear of competing for common manpower pool, especially in view of
relative size and seniority of WB;
2s Loss of "special attention" management of present Coordinator;
3e Reduced certainty of timely report delivery;
4. Same "money's worth" fears as WB, probably aggravated by size
differences,
Implications for Countries
A, Advantages
Ls IC more responsive to project ideas introduced during field work;
24 Increased certainty of IC objéctivity in project formulation;
3. Better consel by IC staff on funding prospects from range of
lendorsy
s Wider perspective of IG staff for project potential at recognition
stage;
S Heduced agprepate counterpart time required to deal with multipurpose
migsions,
B.  Disadvantafes
L Increased uncertainty of lender endorsement of IC position;
2 Increased risk of major phanges at time ol appraisal,
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V. Implications for FAO

A.

B.

Advantages

1, Reduced domination of its IC by WB;

2, Greater influence over staffing and work program, especially usé of
down—time;

3e Increased certainty and forward plamning of IC input into UNDP and
regular program;

4. Flexibilitj to respond to requirements of "new" lenders (e.g. IFAD);

5e Reduced isolation of IC, especially if time exchange with non-IC staff
introduced; '

B Standard financing formula could simplify budgeting for IC.

Digadvantages

1. Possibly reduced effectiveness of IC as result of looser ties with
financiers;

2, Greater administrative burden of time—exchange system if it is to
include non-IC manpower;

Ja Less direct working-level contact with WB through full-time "Bank" men
in IC;

4e Greater complexity of confidentiality problems with IC documents could

reduce non-IC access,
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POSITION RESPONSIBILITIES UNDER THE RECOMMENDED STRUCTURE

(a)

(b)

(c)
(d)
(e)

(£)
(g)

Director

Plan, direct and control the activities of the IC; supervise the
Deputy Directors, UNDP Coordinators and the Chief of the Program
and Administration Office

Represent IC at the management and policy level with all external
agencies and with other parts of FAO

Interpret parent agencies' policies in the conduct of IC activities
Oversee time exchange between CP and the non-CP part of the IC
Through the UNDP Coordinator(s), oversee the timely infusions --

on a reimbursable basis by IC personnel -- of investment expertise
into UNDP, WFP and Trust Fund activities

Coordinate FAO's relations with the CGFPIL

Special assignments for the Assistant Director General, Development
Department, and the Director General of FAO

Deputy Director, Operations

(a)

(b)

(c)

(d)
(e)
(£)

Oversee preparation and execution of the CP work program and budget;
supervise the CP service chiefs

Conduct liaison with the World Bank on operational matters, including
priority setting among Regions, program implementation and policy

application

Coordinate staff lending among CP services; with Bank managers, as
necessary, resolve conflicting priorities for the use of CP resources

Review project preparation issues papers
Review project reports on an exception basis

Oversee the scheduling and execution of CP/FAO time exchanges

Deputy Director, Policy, Professional Development and Liaison

(a)

(b)

Plan, coordinate and direct the non-operational activities of the
IC; supervise the Senior Adviser, Senior Agricultural Adviser, the
Information Center and the non-operational work of Senior Specialists

Initiate and oversee studies of IC policy and conduct broad evaluation
of IC activities; chair the IC Policy Advisory Committee
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(c) Oversee the development of guidelines and standard formats to
facilitate preappraisal work and increase the utility of reports
to countries and financiers

(d) Plan, coordinate and oversee professional development activities

(e) Coordinate IC's contributions to the policy development of parent
agencies (including FAQ)

(f) TLiaise with other parts of FAO and serve as or oversee the IC
representative on FAQO interdivisional working groups

(g) Oversee IC's direct FAO support activities

(h) Conduct non-operational liaison between FAO and the World Bank
keeping key staff in each organization as aware as possible of the
other's activities of potential interest or relevance (assisted in

Washington by the CP Coordinator and the FAO Regional Office)

(1) Review identification reports, BTOs, Issues Papers, and, on an
exception basis, preparation reports

(j) Serve as Acting Director in the absence of the Director

Senior Adviser

(a) Assist in the discharge of IC's responsibilities with respect to the
CGFPI

(b) Contribute to quality control on an exceptional review basis

(c) Assist in the interpretation of parent agency policies of relevance
to the work of IC

(d) Perform special assignments as requested

Senior Agricultural Adviser

(a) Assist Deputy Director, PPL, in planning, coordinating, overseeing and

integrating as necessary the non-operational work of the Senior
Specialists

(b) Serve as the Senior Specialist for integrated or multi-sector
rural development

(c) Assist missions in the field on difficult or innmovative agricultural
components of projects (field time should not exceed 25% in any
one year, and regular report-writing assignments should not be
undertaken)

(d) Represent IC in multi-disciplinary technical groups (e.g. IDWG-
Rural Development, TAC) and other FAQ fora, as assigned
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Frequently serve as member of the Report Review Committee

Perform special assignments as requested

Senior Specialists (25% of time)

(e.g. in Agronomy, Irrigation, Livestock, Fisheries, Forestry, Education,
Economics, Credit)

(a)

(b)

(c)
(d)

(e)
(£)

(g)
(h)
(1)

Develop (or coordinate development of) guidelines and standard
formats and analyses for work within their respective disciplines

liaise with their counterpart FAO technical divisions and CPS
advisers and serve as member of Joint Groups

Participate in the IC Policy Advisory Committee

Screen technical publications and Bank and FAO documents to identify
and circulate material relevant to the work of colleagues

Participate in interdivisional working groups

Visit missions in the field occasionally in an "elder statesman"
capacity to advise on difficult issues within their respective
disciplines

Participate in IC report reviews at the request of service chiefs

Chair occasional seminars and selected IC-wide cause study sessions

Take the lead role in the technical orientation of new staff.

Chief, Program Coordination and Administration Office

(a)

(b)

(c)

(d)

Serve the Director as a management adviser; supervise the central
administrative units -- i.e. Personnel, Budget and Finance, Registry,
Report Production and Maps; provide functional leadership to the
services' operations officers

Monitor systems for providing administrative and secretarial/-
clerical services

Interpret and satisfy managers' overall information needs, including
the design and production of regular and ad hoc reports

For the Director, monitor the timely provision by services of complete
and accurate time reporting data

Service Chief (and head of non-WB investment assistance group)

(a)
(b)

Plan, direct and control the service's activities

Assure the quality of work performed
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(g)

(h)

ANNEX &
Attachment 3
Page 4

Assure the training and development of subordinate staff; evaluate
their performance; provide and convey feedback

Plan and control work schedules (by project and by staff member);
recruit and assign staff

Select consultants (with mission leader)

Oversee service administration (with Operations Officer)
Conduct liaison with counterpart managers in the Bank (or other
financing agency) with regard to work to be done, schedules,

substantive issues, priorities, etc.

Supervise the conduct of necessary activities regarding special
interest UNDP projects within the service's purview

Operations Officer (one for each CP Service)

On the Service Chief's behalf (and subject to the functional oversight
of the Program Coordination and Administration Officer):

(a)

(b)

(c)
(d)
(e)
()

(g)

Assign support staff within the service in response to workload
demands

Coordinate and assist in the preparation, maintenance and distribu-
tion of project timetables and mission schedules

Assure the prompt accurate submission of time sheets
Supervise service filing and intra-service distribution systems
Assist with arrangements for debriefing and report review

Assist in expediting and coordinating report production and con-
sultant recruitment

Other tasks as assigned.
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AGRICULTURAL EDUCATION, TRAINING AND EXTENSION

We were requested to review the organizational and conceptual status
within CP of education activities. Our conclusions are summarized below.

A Profile

1. Dimension of the Task. Agricultural education,
training and extension to remove the human resource.
constraint on agricultural production has at least
three dimensions = -

- TFoastering the recipients' desire to learn or change
- Imparting the necessary skills, and
- Increasing farmers' micro-sconomic awareness

2 Collaboration. Involved with agriculiural education

are the Bank, FAQO, UNESCO and ILO., Collaboration
arrangements include:

- FAO/WB Cooperative Programme (3 agricultural
education specialists)

~ UNESCO/WB Cooperative Programme (2 agricultural
education specialists) and

- FAO/UNESCO/ILO Joint Advisory Committee on
Agricultural Education, Science and Training
(no permanent staff)

3. CP Activities. The FAQ/WB/CP participates in UNESCO
and WB missions on education projects with agricultural
components, identifies and helps prepare agricultural
education projects for the Bank and participates in
CP missions involving agricultural extension and training.

B. Assessment

1. Role Unclear. Because the role of educators .in the
CP has not been clearly defined problems have arisen.
Some of the symptoms include a:

- Divergence of opinion about priorities among CP
educators

- Feeling-thét CP's educators have become isolated
from CP's agriocultural staff
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= Tendency for UNESCO and education divisions of the
Bank to use Ccp a8 a "hiring hall" for individual
education specialists

= Loss of opportunities to use CP educators to the
maximum extent in addressing the human resource
dimensions of CP agricultural projects

—~ Tendency for agricultural education to have
difficulty competing with other subsectors for
management attention.

The problem has, we suspect, been compounded by vague lines
of responsibility for agricultural education in the Bank's
Regions and by lacunae in the FAO/UNESCO relationship.

Recommendations

Our recommendatione follow:

1, Integration Within CP. Education staff should be fully

integrated within the service structure of the IC and
one of the educators should be designated as a "Senior
Specialist".

2, Clarify Role. The role of CP's educators should be
clarified. We suggest that it be primarily to focus
on the immediate manpower and training needs of (P .
prepared agricultural and rural development projects.
While such needs should be addressed in the context
of national education policies, cp's educators
should generally avoid being drawn into broad issues
of human resource development at the national level,
except in research and extension projects. If this
view is accepted it should be developed in a written
circular to Cp staff and then adhered to.

e Non-CP Use. Use of CP educators directly in the
work of UNESCO and the education divisions of the WB
or in providing leadership in the formulation of
agricultural education projecte should be subordinated
to the fulfillment of the primary role.

4. Vehicles. Vehicles such as working papers and
Seminars should be developed (and held) to close the
gap between educators and agriculturalists among CP
staff and help clarify the distinctions among education,
training, extensinn and man-power planning and their
implications in project work.

5. Internal Procedures. To ensure adequate attention
to the human resource elements of agricultural progecte,
terms of reference for identification and preparation
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missions should include explicit reference to the

need to determine possible human resource constraints
and an educator should participate in all identifica-
tion mission debriefings and in preparation missions

for projects involving extensive or difficult training
and extension components. Also, educators should be
involved in the Review Committee for preparation reports

pertaining to projects with a significant manpower
dimension.
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BANK/CP COORDINATION, PLANNING, BUDGETING AND CONTROL

ASSESSMENT

Close coordination is an inherently complicated task —— rendered
particularly difficult between the Bank and CP by distance, organiza-
tional separateness, fluidity of methodologies involved and the Bank's
geographically-oriented structure. Considering these obstacles ——

and even given the large number of recommendations we have for improve-

~ ment -— we are impressed by the comparatively good relationships

between the Bank and CP. Of course, the relationships are not perfect.
It is useful, therefore, —— for purposes of improved dialogue as well

as analysis —- to examine some of the common causes of frustrations

that arise and some of the attitudes held on each side about the
overall relationship. We examine in turn:

A, Communication problems
B. Bank managers' desire for control
C. Danger of Bank's control impulse

D. The impact of planning, programming, budgeting and control
problems

A, Communication Problems

Where scale and distance permit, more frequent and informal
personal contact can be the easiest and best solution to communica-
tion problems, but more systematic solutions are also needed
between the Bank and CP.

1, Bank View. In the Bank view, although CP knows Bank needs
and thinking better than most consultants, it is thought not
to be fully au courant with or sympathetic to the Bank. Bank
managers usually concedé that the Bank is not diligent enough
in communicating expectations (project-by-project and on a
policy level) or frank and conscientious enough in conveying
its reactions to GP work.

2. CP View. CP people concur with the Bank view. They desire
more substantive feedback, want more Bank documents and also —-
as the largest single agriculture unit —— want to be heard
and consulted on project policy questions.

Fe Specific Documents. CP managers would like routinely to
receive the P&B IVb lending operations tables and the agri-
culture project timetables as aids to scheduling. The
Service Chiefs apparently learned only recently that specific
amounts of CP manpower were budgeted to each Region; they

would like to know more (and so would many Bank managers) about

the process through which each Region's allocations are made
and priorities established. In our questionnaire to CP staff
(see Basic Reference Data, Table 11:6), the following docu-
ments were:
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Seldom or Never

Wanted By: Received By-
Supervision Reports 87% 78%
Issues Papers/Decision
Memoranda 87 78
Policy Papers/Guidelines 92 65
Central Projects Memos 87 89
Working Papers (CPS and DPS) 79 90

The CP Coordinator Position in the Bank's Central Projects
Staff. As a CP/Bank communications link and facilitator ——
principally through signalling of each side's likely view-
point to the other —- the present Washington CP "Coordinator"
position is (and is considered to be) most useful. Inherent
limits, however, are imposed on the position's

potentialities by the Bank's decentralized structure.
Moreover, the position has an administrative and operations-
oriented focus that has not encompassed broader Bank/FAO
relationships.

(See Annex 4 and Annex 6 in addition to Part II of this Annex for
recommendations affecting the communications problem.)

Bank Managers' Desire for Control

1.

Integration Backwards. Although more resources are widely
considered necessary for project preparation assistance and
can be used if placed in the CP, many Bank line managers
would prefer that any additional staff be added to the Bank
Regions rather than to CP. Most Bank line managers intellec—
tually recognize the existence of broader considerations such
as the advantage of a second professional opinion (although
they tend to be unaware of the cost implications and of the
extent to which CP draws support from FAO) but, if given the
choice, would also prefer to have CP's present staff assigned
to their own divisions rather than to CP. This attitude
reflects their desire to control the largest single feeder

of their project pipeline, to "integrate backwards,” and to
eliminate uncertainties resulting from competition with other
Bank managers for the resource. It is the natural and
understandable reflex of a pressured line manager. Also, it
reflects the desire for greater flexibility that might come
with a larger staff.

Danger of Diversion. Despite the above desire, Bank line
managers are quite willing to admit the danger that the
pressures of supervision and appraisal work would be likely
to lead them to divert staff under their control away from
preparation work —— with deleterious results for the long
term. They also see the potential for internecine frictions
if the Bank were to create in CPS a separate department for
preparing agriculture projects.
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3. "Screen" Effect. Because of CP's remoteness and necessary
intermediate layer of management, Bank line managers feel
they must (in the words of one of them) manage the CP resources
through a "screen." Because detailed Bank-style timetables
are not available on CP preparation work, and because Bank
managers (lacking reliable time reporting system data on CP)
have no way of knowing whether they receive the level of
resources from the CP that has been allocated to them in
their budgets (and suspect —— probably incorrectly —— that
they do not), they hesitate to become reliant on the CP
resource; they tend to hold down their requests for CP service
at budget time. :

Danger of Bank's Control Impulse

To the extent that the Bank seeks to use —— and direct — CP as a
supplementary source of Bank staff rather than as a sub-contractor

or partner accountable for results (i.e. projects ready for appraisal),
the leaders of CP will tend to lose the confidence of their staff

and will find it increasingly difficult over time to perform their
leadership role in attracting, holding, motivating and professionally
developing top quality people. This explains their reluctance to
respond favorably to requests on short notice for named staff to
participate in appraisal missions. It should be recognized, however,
that occasional participation in Bank-led appraisal, supervision

and sector missions and overall responsiveness to the Bank's needs
for flexible scheduling are not incompatible with the exercise by

CP managers of independent professional judgment or leadership.

Bank tendencies to use CP as a "stable" of extra manpower also
overlook the long-term benefits of an effective Rome connection

arld the inefficiencles of trying to manage staff from a distance

of 4,000 miles.

Impact of Planning, Programming, Budgeting and Control Problems

While some Bank Divisions have instituted systems for preappraisal
planning, most have not. Partly as a result, CP's advance

planning has also been extremely limited —- in most cases confined,
in fact, to the six-month travel schedule. Moreover, the time
reporting system necessary for controlling CP's preappraisal manpower
utilization against a plan and for improving planning and budget
estimates in the future is not functioning adequately. This

failure systematically to translate the lending programmes outlined
in Bank Country Program Papers into forward programmes for pre-

appraisal work -- coupled with related uncertainties as to the
levels of "net" CP time allocated to and received by Bank operating
units —— is a root cause of many Bank/CP relationship problems,

for 1

- Tends to force "short string" crisis management and increase
the tendency of scheduling imperatives to drive inter-
regional CP resource allocation decisions.
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— Impedes recognition of the long lead times generally
required for fully effective project preparation and
thereby causes opportunities to be lost for providing
early preparation assistance to local preparation teams
where this would be desirable.

— Forces decisions on the CP budget —— which may affect projects
scheduled for Board presentation as much as five years ahead —--
and decisions on the sub-allocation of CP resources among Regions
to be subjective and incremental rather than workload-based.

Below, we discuss the impact of these problems in more detail.

j £ Uneven Pipeline Planning. While some Bank managers are
diligent about preappraisal pipeline planning (e.g. EAF has
preappraisal timetables), many agriculture division chiefs
allow their proper concern for meeting the current FY's
lending targets to weaken planning for future years. Our
pipeline analysis, made on the basis of data supplied by
Bank Division Chiefs, showed, for example, that of the 95
projects programmed for FY77 as of March 31, 1975, 29 were
"unidentified" and preparation work had not begun on 32 that
were "identified."* This overall state of the pipeline
masks what appear to be more serious situations in EMENA and
South Asia which between them had 19 out of 34 projects un-
identified for FY77 and in those Regions the situation
also appeared serious for FY76. (See Table 1l.) Of course,
we have not examined the programs in detail and it is
possible that factors of which we are not aware make the
situation less serious than it appears.

2 Tendency to Manage CP by Schedules Rather than Results.
Beyond its intrinsic undesirability from the Bank's viewpoint,
the apparently tight pipeline situation reinforces the
tendency of Bank Division Chiefs to seek to manage CP schedules
rather than CP results. By reducing the lead times that can
be permitted in preparation, it induces paratrooping and
diminishes the possibilities for full country involvement in
the preparation work. It may also contribute to rather erratic
patterns of Bank response to CP preparation work. For example,
with respect to CP preparation reports completed in the four-
year period from 1970-73:

If the unidentified projects are identified within four months of our

survey date; if 3 months later preparation begins and is entirely concluded --
i.e. the blue cover report is forwarded to the Government —— 5 months after

it began (this, of course, assumes paratrooping); if an appraisal mission
departs 4 months after that and 9 months then transpire until Board
presentation; the now unidentified projects will be approved in May of 1977.
(Data from one division was not included in the overall figures.)
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- 30% were followed by departure of the appraisal
mission within 2 months of completion;

- 36%, however, "sat" for 9 or more months before an
appraisal mission departed;

- the median interval was 4 months,

We are not sure of the explanation, but these data may suggest
an intense bunching of effort followed by significant loosening
of pressure after a year-end deadline is missed. (See Table 2.)

Pepalties of the Short String. The syndrome of uneven pipeline

planning followed by very tight and short-notice preparation
scheduling (and what has occasionally been referred to as a
tendency to seek to manage CP from Washington through a
"shower of cables") has costs.

a)

b)

c)

d)

Preparation Quality. Most fundamentally, because of its
important purpose of building full country understanding and
commitment, preparation assistance is less likely to be
fully successful when it is rushed.

Preparation Efficiency. The increased paratrooping that

‘short-notice scheduling induces tends to consume more

CP-applied time than the bus-stopping that better planning
would facilitate (see Annex 2, Table 1).

Post—Preparation Efficiency. Corners that have to be
cut during short-notice preparation tend to increase the
difficulty, cost and time lapse of subsequent appraisal
work and may even impair implementation.

CP Efficiency. CP's efforts to respond to rapidly changing

signals (although, ironically CP is considered comparatively
inflexible by Bank managers) may conceivably increase

Bank efficiency, at least in the short term, but they
diminish CP efficiency by:

- Causing situations of insufficient mission
"gear-up" time and converse situations of wasted
gear-up effort;

— Accentuating workload peaks and dips;

- Complicating time management between missions;

- 1Inducing a greater use of consultants, sometimes
under crash recruitment conditions which may be

costly, particularly in terms of quality;

- Straining relations with confused government agencies.
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e) Credibility and Morale. The frequent rush requests and
changes of priority caused by "short string" management
tend to impair Bank credibility and lower morale in the
ranks of CP. The erratic intervals between preparation
and appraisal are sometimes construed as a somewhat
frenetic "hurry-up-and-wait" pattern. The impression
held by many in the ranks of CP that the Bank wishes from
it an almost Pavlovian responsiveness is —- although false
in our opinion —- demoralizing.

4, Costs of Weak Control Information. While accepted in principle
by CP management, the CP time recording system has not yet
been made to work iIn practice. As a result, its potential
long=term value as a source of information on manpower require-
ments (i.e. coefficients) for preappraisal tasks and as a
management tool for tracking inputs against plans has not been
realized. Bank Division Chiefs grow uneasy because they do
not know how much "net" CP time has been devoted to work on
projects under thelir purview or how much usable CP staff time
they can expect for the remainder of the year. CP managers
do not know with precision how CP time is spent —— how much
time, for example, is "down-time" (i.e. time lost to Bank
operations because of scheduling hiatuses or limitations on the
amount of travel a staff member can be expected to undertake),
how much time might be available at minimal cost for long-
term activities such as professional development. The Bank
as a whole is forced to look to CP for full-time people rather
than for managed man-years, which impedes CP/FAO interaction
and the benefits that could result from it.

RECOMMENDATIONS

Earlier and fuller delegation to a more systematically-managed CP is

needed to permit bus-stopping, CP accountability and long-term efficiency

as well as fully productive working relationships. Systematic Bank and

CP methods for planning, programming, budgeting and controlling preappraisal
activities are prerequisites to earlier and fuller delegation. They can
also help:

1, Assure a future pipeline of projects ready for appraisal which
is neither =-- after discounting for slippage and drop-outs -=-
larger than the Bank's appraisal capacity (and therefore
wasteful in terms of the preparation work done) nor smaller
than the Bank's financing capacity (and therefore a constraint
on project lending);

2 Give more lead time to preparation work so that it can be
done better and with a degree of local participation that
enhances country understanding and commitment and, as a
result, the efficiency of appraisal and quality of implementa-
tion as well as the country's capacity to prepare its own
projects in the future;
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J Contribute to realistic manpower planning and budgeting --
both by the Bank and CP -~ to assure a sound balance of
resources available for preappraisal and other activities;

4, Facilitate Bank and CP scheduling by giving more advance
notice of preparation deadlines, thereby broadening the range
of scheduling alternatives and reducing the inefficient
tendency to manage CP on a ''short string'';

5. Permit the CP-Bank contractual relationship to be expressed
in terms of operational targets and expended time rather
than simply numbers of full-time on-board staff; and

6. Improve the mutual confidence between Bank and CP managers -=-
and the efficiency of their units -- by surfacing problems
before they become crises.

To be systematic in their project generation planning, Bank managers need
"to know not only what work has to be done and what portion of it they
would like to have done by CP, but also what CP is likely to be able to
do. The process is somewhat circular, or at least iterative. Bank
Regions have to know the scale of CP resources that will be delivered to
them each year -- i.e., net CP operating time. The overall size and
budget of CP, in turn, should reflect Bank preappraisal demands (to the
extent compatible with FAO objectives for investment-related work)
augmented as necessary by agreed time allocations for CP activities

such as management and administration, staff development and FAO support.
Performance against plans and budget then needs to be monitored to reveal
departures and improve the accuracy of future planning and cost estimationm.

The overall system we propose has three broad interlocked components:
A, Preappraisal planning and programming
B. Budgeting
C. Control

Below, we summarize our proposals with respect to each component.
Attachments 1, 2 and 3 provide detailed implementing instructions.

A. Preappraisal Planning and Programming

In order to ensure the timely and efficient preparation of projects
suitable for appraisal at scheduled dates, each Bank Region and CPS
needs to translate its broad lending program outlined in the CPPs

into a 3 to 4-year preappraisal work program. We propose for that

* We suspect that there is no good reason to limit the preappraisal planning
and programming system we describe to the agriculture sector, but have not
in the course of this study addressed the problems of other sectors.
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purpose introduction of standard periodically-updated
"Project Generation Plans" (PGPs). Tor projects

involving CP, the PGP data should be derived from CP/Bank-
agreed "Project Generation Timetables," which should be
updated quarterly.

In a few Bank Regions project generation planning systems

already exist, but to serve as the basis for Bank/CP

consultation and permit aggregation of workload commit-

ments into a draft CP work program (which would also include
non-appraisal assignments), they need to be consistent from Region
to Region.

L. The Project Generation Plan. (Our proposed PGP format is
Table 3 and related procedures are presented in
Attachment 1). Fach agriculture project division's
Project Generation Plan should summarize its plan for
accomplishing its share of the preappraisal work
required by the five-year operations program. For
each project, the PGP should indicate the entity
responsible for preparation, ey dates in the project
cycle and the manpower requirements (both Bank and CP)
for preappraisal. Although this information should be
as complete as possible for all projects in the
divisional pipeline, it will necessarily be less
precise —— particularly on preappraisal manpower
requirements —- for projects entering the pipeline in
outer years. The plan should be updated quarterly
and reviewed with CP at the Bank/CP semi-annual program
coordination meetings in order to provide division
chiefs with current information on the status of their
preappraisal pipeline and the manpower available to work
on it. The updating would involve reflecting new CPP
and timetable data. The initial work (perhaps four hours
quarterly) could be done by support staff or perhaps by
the Program Coordinators' offices. Every second year,

Every second year, the Bank-wide aggregation of PGPs will provide a
basis for determining the overall demand for CP services, and
hence the appropriate size and budget for CP. In all

years, the PGPe will also provide the basis for estimates

of the Bank's overall preappraisal resource requirements

and for Regional and divisional allocations of the CP
resource. The latter will be made by P&B, with the advice

of the CP Coordinator, by reconciling demand, as expressed
in the PGPs, with a "reasonable" indicative allocation

based on a review of past levels of CP utilization and a
Bank-wide relatiomship between the level of CP resources

and total preappraisal workload. The allocation would be
adjusted as necessary to reflect such constraints as

FAO policies on regional concentration or Bank policies

on staff growth.
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2. Project Generation Timetables. (Our proposed CP time-
table format is Table 4 and instructions for using it
are presented in Attachment 1.) For projects in the
PGP for which the CP has preparation responsibility, the
CP should complete and maintain Project Generation Time-
tables. These timetables would summarize the main
features of the project, CP's understanding of its
role in preparation assistance, target dates and manpower
requirements. They would be approved in principle and
initialed by the Bank division chiefs. Their approval
would make unnecessary the Bank approval of detailed
terms of reference for individual missions consistent with
the timetables although such approvals may still be
sought where questions of coverage or timing exist. The
Bank, however, should continue to receive information
copies of CP's mission terms of reference. Subject to
quarterly updating, the timetables would:

— Provide CP with an agreed basis for its own plamning,
scheduling and control;

- Provide Bank managers with the data on which the CP
portion of PGPs is based;

- Effectively serve as the "contract" between the Bank
and CP for work on a given project.

Key information from the CP timetables would be transferred
to the preappraisal section of the Bank's standard project
timetable (modified to allow manpower requirement estimates
and utilization to be recorded). During the preappraisal
phase, these should be kept by the Bank projects divisions
rather than programs departments.

Budgeting

The planning system will permit more rational budgeting for
preappraisal work in general and for CP in particular. Because
the CP budget, in keeping with that of FAO, is biennial and
because the gestation period for agrieultural projects —- from
initial identification to Board approval —- is often as much

as three years, the system ideally should have the capacity to
identify workload for projects scheduled for Board presentation

at least five years ahead. Yor the fourth and fifth-year projects,
this can be established only notionally.

1. Logical Approach - Aggregated Workload. The logical
approach to establishing the required size of the CP
and hence its budget would be for the Bank division chiefs
to assess, on the basis of a project-by-project review
(using the PGPs), the number of projects becoming suitable
each year for CP preparation and the manpower required, by
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vear, for the preparation of each. The aggregated manpower
estimate would be equivalent to the total CP preappraisal
resource requirement. That, in turn, could be converted

to the required size of CP as a whole, making allowance for
other demands on CP time such as management and administration,
direct FAP support, professional development, leave, etc.
Levels of resource allocation for these non~preappraisal
functions and their relation to "down—time" would

be reexamined at the beginning of each CP budget cycle by

FAO and the Bank. ) )

Inevitably -=- given that Bank planning for individual
projects is increasingly tenuous in outer years == this
""ideal" approach will be subject to considerable

errors in the estimation of (i) the number of projects

to be prepared by CP, (ii) the manpower requirements

per project, and (iii) the impact of slippage and drop-
outs. Taken alone, the approach could also lead to

sharp inter-annual variations in the estimated CP workload.

"Top-down" Approach. The logical "bottom-up" approach will,

therefore, need to be complemented by a "top-down" review
based on an assessment of the global proportion of projects
in the Bank agricultural pipeline which might be prepared
by CP, assumptions about productivity and lead time changes,
estimates of hiring and funding constraints, and considera-
tions of the need to avoid the inefficiencies of sharp year-
to-year size fluctuations.

Reconciliation. Final recommendations on CP budget size

would result from a reconciliation of the bottom—up analyses
and top-down estimates. The budget recommendation thus

derived would effectively summarize the CP work program,
expressed in man-years and converted to dollars. Main items to
be specified would include professional manpower (staff and
consultant) allocations for:

"Net Operating Time" (expressed in direct-hire man-years
of 40 man-weeks -- to exclude leave, holidays, staff
meetings, etc. —— and divided between the Bank Regions
and CPS) consisting of:

- Preappraisal time (including UNDP investment
potential "special interest" work)

- Appraisal and supervision time (estimated, subject
to a global CP ceiling)

Professional Development
Direct FAO Support

Management and Administration
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Within the CP, each service chief would maintain sub-
sidiary work programs which would summarize manpower
allocations and target dates for specific projects and
indicate the time allocated for "non-operating' work.

The latter would be programmed against specific tasks by the
Deputy Director for Policy, Professional Development and
Liaison.

4. Links Between the Bank's and CP's Budget. Because FAO has
a biennial budget, changes in the amount of CP manpower
resources can be contemplated only once every 2 years
(i.e. when preparing the Bank's budget for FY76, FY78, FY&0,
etc.). In the alternate years, the CP resource should be
considered as fixed. The Bank's budget is approved in
June; in odd-numbered calendar years when FAO's (and CP's)
budget is changeable, FAO budget approval occurs in November
(See Table 5). The Bank cannot be certain that its desired
and budgeted changes in CP's budget will be reflected in
FAO's budget, but because they usually have been, they can
generally be assumed as approved for Bank planning purposes
until there is evidence to the contrary.

Management Information and Control

Planning and scheduling information will be conveyed by PGPs and
project generation timetables. RBeyond that, the strengthened
Bank/CP management information and control system needs to

indicate to Bank and CP managers the levels of CP manpower expended
on the various types of budgeted activity. This will help assure
that CP commitments of resource levels to Regions and programs

are met or, if they cannot be met (perhaps because of scheduling
impasses),that this is discovered early enough for alternative
arrangements to be made to get the necessary work done and suitably
employ the available resources.

For these purposes, an effective time reporting system is
esgential. Also, it is indispensable to the man-year approach
to CP budgeting that CP/FAO time exchanges will require. Tt
is almost as important to be diligent, self-conscious and
accountable in tracking expenditures of time as it is in
tracking expenditures of money. Just as reimbursable services
rendered or received should be entered into CP's financial
accounting system, time should be registered in the time
recording system.

Time expenditures against plan ghould be shown, broken down by
CP gervice and Bank division, by Region, by:

- Category of Activity (management, preappraisal, pro-
fessional development, etc.)

- Project

- Subsector
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~ Source of Staff Time (e.g., CP staff, consultant,
other FAOD).

(Attachment 3 contains suggested modifications to the
existing time recording and reporting system.)

The Integrated System

The interrelationships between preappraisal planning, budgeting
and control within the proposed system are illustrated in

Table 6. The proposed systems are not automatic or self-managing
and do not diminish the need for judgement. They are designed

to provide timely data that can inform —-- and thereby improve

the quality of -- the judgments that are required. More
specifically,

- The PGPs will provide a bridge from the Bank's Country
Program Papers to preapprailsal timetables and will
give visibility to the manpower implications of pre-
appraisal work. Also, they will be the key vehicle for
allocating CP resources among the Regions and CPS.

- The CP project generation timetables will facilitate
CP's management and scheduling of preappraisal work on
individual projects, serve as the basis of CP's agreed
preappraisal work program and budget and comstitute an
input vehicle for updating the CP elements of PGPs
and the Bank's overall program of preappraisal work.

- The CP work program and budget will be built up prinei-
pally from the Bank's CPP-driven PGP-based preappraisal
work program, augmented (in approximately pre-determined
proportions) to encompass the non-preappraisal activities.
(Table 7 illustrates what appear to be reasonable pro-
portions.)

- The CP's time recording and reporting system will permit
managers in the Bank and CP to track the utilization of
available resources against the work program, foresee
resource shortfalls or surpluses early enough to plan
remedial action and, over time, develop better baseline
data and coefficients for future plans and estimates.



STATUS OF AGRICULTURAL PROJECTS PIPELINE AS OF MARCE 31, 1375

APPRAISED OR PREPARATION IDENTIFIED
REGION AND READY FOR ‘
FISCAL YEAR TOTAL APPRATSAL
Near Less than Planned but
Completion | Half Done not Begun Tah Yo
LATIN AMERICA 76 18 8 6 1 2 - 1
CARIBEEAN i 22 - 4 5 T 2 4
78 17 L/ - - i 2 9 4
(Partial) 79 9 - - & - - 9
EMENA 76 15 1/ 7 2 1 2 1 1
17 16 - - 1 3 2 10
78 12 - - - 1 1 10
79 | -t - - - 1 - 16.
SOUTH ASIA 16 21 5 1 4 3 - ey
1T 18 l‘/ e = 4 4 - 9
78 16 - - 1 1 - 14
( Partial) 13 6 - - - = = 6
EAST ASIA/
PACLFIC 16 19 8 8 2 - - 1
11 15 %/ - 2 2 3 2 2
78 173/ - - - 2 1 1
( Partial) 79 8 - - - 2 - 6
EAST AFRICA 76 21 9 10 2 - = -
7 15 1 2 3 3 3 3
78 18 - - o - 5 12
79 18 -, - - - 5 13
WEST AFRICA 16 10 9 - e 1 = -
ﬂmcluasn one T7T 9 3 2 - 2 1 1
Division 78 15 - 1 - 4 2 8
(Partial 79 2 - = - - =1 2
BANK TOTAL 76 104 1/ 46 33 10 8 1 5
Bxcl. 1 WAF 77 95 %/ 4 10 15 22 10 29
Divieion) 18 95 2/ - 1 3 10 - 18 59
( Partial) 79 60 - - - 3 5 52

Status of 1 project unreported (No World Bank or CP input)

y
g/ Status of 4 projects unreport

ed (No World Bank or CP imput

}/ Status of 3 projects unreported iﬂo World Bank or CP input

y Statue of 5 projects unreported

No World Bank or CP input

__ga_nﬁgm(u of}/ﬂ-ﬁﬂ

Based on division chiefs' data:

' 1le

2e

3.

4.

Of the 104 FY '76 projects
for which data was supplied,
57 had preparation work
remaining (including 14 on
which preparation work had
not begun).

In S¢ Asia, 9 of the 21
FT-T73_5;5330ts were less
than half prepared (of
which 2 were unidentified
and on 3 of which
preparation had not begun).

In EMENA, 5 of the 15 FY '76
projects are less than half
prepared (1 of which is
unidentified, and on 3 of
which preparation work has
not begun).

For FY '77's presently

rogrammed projects, on 61
of the 9% concerning which
data was supplied,
preparation work had not
begun. (29 of these had
not been identified).

T ®T9EL
G XHANNV



'INTERVALS: 9 MONTHS AFTER COMPLETICN OF THE YELLOW COVER CP PREPARATION REPORT,
et =y

36% OF CP-ASSISTED PROJECTS HAD NOT YET STARTED TO BE APPRAISED;
- HOWEVER, FOR 30%, THE APPRAISAL MISSION HAD DEPARTED WITHIN 2 MONTHS ....

Between Departure Bank Appraisal Mission and CP Report Date

Number of !-/ 0,1 or 2 3,4o0r5 6,7 or 8 9 Months 12 Months
Reports Months Months Months or More or lore Median
69 0% 207 6 360 of which 14% 4 months

PROJECTS DROPPED: 22% PROJECTS DROPPED AFTER CP YELLOW COVER PREPARATIONS SEEMS HIGH, BUT MAY NOT BE;

- COULD, IF HIGH, INDICATE POOR BANX PLANNING AND FOLLOW-THROUGH,
POOR CP PERFORMANCE OR THE INHERENT UNCERTAINTIES INVOLVED IN OUR WORK:.....

Yellow Covarg/ Followed by  Approved é/ Appraised but Not yet 2/ 6
Reports Appraisal by Board not yet to Board Appraised Dropped -/
82 60 50 &/ 10 4 18
100% 1% 619 13% 5 22%

PROBLEM PROJECTS: CP-~ASSISTED PROJECTS ARE SOMEWHAT MORE LIKELY TO BECOME PROBLEM PROJECTS,
AT ST Y I

- BUT THIS WOULD BE EXPECTED AS THE NCN-CP ASSISTED GROUP INCLUDES MANY REPEATERS ....

(1) (2) (3) (4)
Date of Total, Excluding T
Problem ProjectT Problem Apparent Political CP-Asgisted CP-Assisted, Excluding (4) as of
Review I/ Projects Problem Cases Political Problem Cases % (2)
Oct,,'73 25 22 11 11 505
Feb., 'T5 TR 4 38 18 17 45
% of Agriculture Projects Approved in the Past 44 Months that were Prepared by CP: 379
1/ Reports dated from 1-70 through 6~T4, but omitting reports 5/ Not yet appraised as of April 1975
that were net follewed by appreisal, ’ =
2/ Reports dated from 1-1-70 through 12-31-73, but omitting 7 that 6/ Dropped from World Bank operations program as 3‘%
cannot be linked to a World Bank project identification number,. of April 1975. Y £
3/ CP records show preparation assistance to another 23 projects 1/ Source: Periodic reports prepared by the regions on prob— fun
approved by the Board in FY 72 — FY T4, where no Yellow Cover lem projects. The two sets of reports analyzed were the
repoert was produced. only ones available before the Task Force laeft Washington.
CP records understate substantive CP involvement, listing only 45 Only agriculture sector projects are included in the analysis.
of the 50 cases approved by the Beard in the period shown, §/ Seven of those in Feb.1975 were also "problem projects"™ im

Oet, 1973,



Dute:
(Update quarterly)

_‘FRWECTTG’ENTFW.TI@N_PW

- S -

Ruegion®

West Africa

Division: h
Agriculture Z

Key Targat Dates &/ Preappralsal Manweeks &
Project Emity Completion Pank - i b Gl
5 T Ri l CcP y
I&ngﬁ::tm _{hal:\rtl; ¥ e’;::’: ble Hes::::slble of D:::;‘t r— {Inei. Consultants) {asterigh changed Rems)
Project Officer : ) Missian FY | BY FY | FY | FY FY | FY | FY FY | FY . '
o ' Preparstion | juent. 1/ | Prep.&/ | 0 76 |77 |78 |79 | 80| 76 | 77 {78 |79 | 8o
1976
3CAMAPO5| Cameroon Bank 10/73 A| 9/74A| 1/75A| 8/75. | 0. | O 0 0o |0 | (
Rubber Plantation
3CHDADO3| Chad Govt. 10/74 A|12/75 | 3/75A|12/75 | O 0 0 0. |0 0
Rural Development
1977
3GAMADO2| Gambia . cP 3/74 A|3/75 A| 5/75 | 2/76 |0 0 0 0 0 0
Rural Development 1/ :
3SENAPOL| Senegal cP 9/75=" |9/76 10/76 | 6/77 0 15 10 1/1d.mission delayed
Casamance Rice II by 3 months, country
3TOGALIOY Toege Bank 3/76 A\4/75 A| 6/75 | 7/76 | O 2 0 not ready.
Maritime Agric.Dev 1
3IVCAPO4| Ivory Coast cP/Cons. | 6/74 A112/75 | 1/76 [10/76 |2 0 25
.| Rubber II
11978
JGUIADO2| Guinea Bank 9/75 | 9/76 | 12/76 | FY78 |5 25 0
31 Rice
3IVCAL Ivory Goast cp 10/75 |12/76 | 2/77 | FY78 |1 2 10 20
i Livestock
3NIRALO2| Nigeria cP 8/76 8/77 | 9/77 | 6/78 |1 0 2 5 15 | 10
Livestock fress ] nada f e s Ml=coifia
Totalst 9 29 2 55 |35
" |
o
A, 2
o |
Lojin
. -

"2l Month and Year only; put “A” after “actusl” dates ,

B/ Comgtetion of idantification in case of CP means comptetion of Projact Detinition Fepert;

irt the casa of soma consultants’ work, completion of feasibility survey; omit in

casa of .ww-

"8/ Completion of preparation means Bank receipt of finsl Prepuration Report.
& put ~A" after “actunl’ manweeks.




i

I.C: PROJECT World Bank/Client Bank: Project Name: " Project ldentification:
GENERATION i
TIME TABLE ANNEX 5
World Bank Projects Division: Division Code: Bank Projects Officer: Planned for Board | Country: | Table 4
Prasentation in FY:
Investment Center Service: Investment Center Officer: Alternate |. C. Officer: Consultant: Local Prep. Team:
ves[J no(J)
Project Description and Role of C. P.: (See Project Brief dated )
Date of first inclusion in 1. C. work program: Proposed Borrower: B Other Financial Partners:
! i KEY DATES Manweek |Reasons for Changes:
TIME TABLE . Estimates
Qriginal Previous Current Plan
Plan Month’s Plan or Actual (A) " |Rept.
. ‘ - _ . Field |,
MISSIONS Kind/| Mo. [ Day | ¥r. | Mo. | Day| Yr.|[Mo. [ Day | ¥r. | A Writ.
Departure
18t "Return
ond Departure
Return
| i Departure P
Return
ach Departure
Return
Bth Departure
Return
dth Departure
Return
Depart
7th it
Return
Debriefing after Final Preparation Mission
Issues Paper to Bank
Receipt of Bank Comments
Draft Report Review Mesting
Distribution of Final Report Grand Total MW by FY
Departure of Bridging Mission Total
Departure of Bank Appraisal Mission MW fFy FY FY
Pmnblé Causes for Future Slippage/Remarks: TOTALS '
- "
I. C. Officer: Initial: Date: Service Chief: Initial: [ Date: World Bank Division Chief: Initial: [Date:
(approval in principle)

A/ Kind of Mission: R = Reconnaissance; PD = Praject Definition; P = Preparation; PF = Final Preparation Mission.



BUDGETING FOR PREAPPRAISAL WORK REQUIRES LONG-RANGE ESTIMATES :

. BUDGET DECISIONS NEED TO REFLECT WORK ON PROJECTS FOR THE BOARD AS MUCH AS 5 YEARS LATER:

. BUDGET DECISIONS ABOUT THE FAO BIENNIUM'S SECOND YEAR WOULD (ASSUMING ONLY PARATROOPING) DETERMINE

CP RESOURCES 887 OF WHICH WILL BE APPLIED TO PROJECTS SCHEDULED FOR BOARD APPROVAL MORE THAN

3 YEARS LATER

s e e e e s

I. BUS-STOP PREPARATIONS:
(3 years to Board)

TI. PARATROOP PREPARATIONS:
(2 years to Board)

? I
Bl T i 1976 1977 I 1978 1279 1580 1981 1982
i 5
! i ! {
i Fiscal Year ! 1977 1978 1979 } 1980 - 1981 l 198z ! 1933 1
et HEEE, ] e & T o rd g
ﬂl‘ ? Uaraticn ' | / / g / - D // J’/ [ .
repe ! 2 - i
Jomplete i — L4 = g Pl ! ;
T B T f
| b e ‘ 4 %
, el L — | : g
e P = - |
s g T ' i A /m ¢ e .
tart Id./ e " | //” .j,’,r_ ‘ | J
Preparation - Y l -
1 i A
(Bank Budget Approval) nd yr. FAO
(FAO Budget Propcsal ) T ent
| v
s @
o e = kgl i y [
Py L : /)9’ ’/ﬂf ’//jf’ //ﬂf ! /jf :
E /T// /y// ////f/ ///// /*//’
Preparation L/// | i ' /// //// i i
Jomplate T v - 3
3 i | . T |
VDA — G 1
: ] 34 7 !
Start Id./ a yea = 2l ' |
_ueru ;;:0 < ! - A — il A : [
Preparation
Shaded areas show, in each ocase, CP work in CY1978 cn rrojezts fav E]E
Board presentation in: E: E
- i ()
Mlee 80 Hrrra ZRE i 83 wla

Figures show thz perc

ntage that each shaded area rapressnis of the tetal work
in CY 79 for eacn t iif

g
preparation.



. INTEGRATED BANK AND CP SYSTEMS FOR MANAGING PROJECT GENERATION

E&I‘E COOPERATIVE PROGRAM

BUDGET I:___ '

COUNTRY PROGRAM
PAPERS

ACTIVITIES
OTHER THAN

# PREAPPRATISAL
5-YEAR OPERATICNS CURRENT
PROGRAM _ RESOURCES
y §
3-YEAR PROJECT
L CENERATION PLAN +
WORK PROGRAM —
Sector
Work
o LENDING PROGRAM PROJECT GENERATION
. TIMETABLES [
MISSION
S
- [ o |
APPRAISAL EXECUTION OF PRE-
> CHEDULE APPR. WORK PROGRAM
TIME REPORTING ]
APPRATSAL
=
2
) | 15 ]
| ProcramMIzG avp |4 | y s I 4
i L
{ BUDGETING REPORTS f l T“‘ﬁyg‘?ﬁm ;s i




UNDER OUR INDICATIVE ASSUMPTIONS :

687% OF USABLE TIME WOULD BE AVAILABLE FOR PROJECT GENERATION

10% OF USABLE TIME WOULD BE AVAILABLE FOR FAO SUPPORT AND STAFF DEVELOPMENT

TOTAL MANPOWER
RESOURCES (100)

TIME EXPENDITURE BY ACTIVITY AND STAFF CATEGORY*

MANAGEMENT

STAFF (13)

PROJECT GENERATION

APPRAISAL & SUPERVISION

STAFF DEVELOPMENT

FAO SUPPORT

MANAGEMENT & ADMIN,

LEAVE_AND HOLIDAYS,ETC ]

TOTAL
=

% of % of % of Categorv
Total | Usable Total| Usable
Weeks | Tize Time Weeks ] Time Time
2864] 55 | 68 - - -
4000 8| 10 . " .
2080 4| 5 - g -
208| 4 5 . " i,
5200 10 | 12 520 | 77 | 100
1000 19 156 | 23
5200 100 | 100 676 |100 | 100

SENIOR OPERATIONS
SPECIALISTS (8) CQUSULTANTS (20) STATF (59)
% of Category % of Categorv % of Category
Total| Usable Total | Usable Total | Usable
Weeks | Time Time Weeks | Time Time Yeeks| Time Time
197 47 62 . 1000{ 96 100 16674 55 71
401 10 12 = - - = 360 12 15
42| 10 13 - - - 166 5 7
411 10 13 - - - 167 5 7
96| 23 40| 4 708 23
416|100 100 | 1040] 100 100 3068 100 100
H
BIE
ot 1501
m |5
~gjtn

* "Consultant" time may actually be provided by non—CP FAQ staff in return for consultant funds.

Operations staff time may actually be provided by non-CP FAO people through time exchange.
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PROPOSED AGRICULTURAL PROJECT GENERATION PLANNING AND PROGRAMMING PROCEDURES

This attachment describes the proposed procedures for project generatiom
planning and programming in agriculture. (Proposed formats for the Project
Generation Plan (PGP) and IC Project Generation Timetables are tables 3 and 4 of
the Annex. The system of which these procedures are a part is described in the
body of the Annex.)

A, Overview

Xis The PGP is each Bank division's work program and time budget for
preappraisal activities. With one line for each project in the
operations program, the PGP shows the: project number, country and
name, responsible projects officer, target dates for completion of
identification (project definition), preparation, departure of
appraisal mission and Board presentation, and preappraisal man-
week estimates by FY broken down by CP and Bank (including consultants).
Essentially, it summarizes and aggregates the division's preappraisal
timetables.

2 The IC Project Ceneration Timetable is, for each Bank project, the
CP'g Bank-agreed overall preappraisal terms of reference, work
program, time budget and schedule. The CP timetable is initially
prepared by CP (usually after a Bank/CP coordination meeting) and
then approved in principle (i.e. with respect to project concept,
preparation approach, and final deadline but not each intermediate
deadline) by the Bank. In the aggrepate, the CP's project genera-
tion timetables are the heart of the CP's work program. The time-
tables show each project's purpose, major issues and likely causes
of difficulty, the number and timing of missions, the manpower needed,
the deadlines for related documents, and the names of those responsible
in the Bank and CP. '

3. Updating. The Project Generation Plans are updated quarterly, based
on CPPs, Bank and CP timetables and Bank/CP consultations about man-
power availabilities and scheduling feasibility. The timetables are
updated whenever necessary but always in time for the quarterly reviews.
The year—end PGP update differs from the other quarterly updates because
it is also used to provide a basis for the subsequent budget
determinations.

B. Preparing and Updating Preappraisal Timetables

h Non—-CP Projects

a) The Form. For projects whose preappraisal work is not assigned
to CP, Bank timetables should be used by the projects divisions
for planning and monitoring. In addition to descriptive and
deadline data for which space is now provided, the Bank and Bank-
financed consultant manpower required for preappraisal by fiscal
yvear should be noted on the timetable, as should the name of the
projects officer responsible for monitoring the project during
preappraisal.
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b) Initial Completion. The first timetable should be prepared by the
projects division chief as soon as the project enters the Bank's
long-term operations program and a decision is made that it will
not be assigned to CP. This may be immediately after approval of
a CPP, after a sector or reconnaissance mission resulting in
"recognition" of the project possibility or in connection with a
Bank/CP coordination meeting. Completing the initial timetable
will entail reaching preliminary decisions (usually in sequence)
about when the project might be expected to go to the Board, when
preparation will have to be completed, what method of preparation
will be employed (on the paratrooping/bus-stopping/squatting
spectrum), the nature of the Bank's involvement with the
preparation work, the duration of the preparation effort and the
necesgsary resulting starting date.

c) Updating and Review. While the concerned "responsible project
officer" should retain a copy of the timetable and normally should
update it whenever the status of an item changes, the projects
division chiefs should review all the preappraisal timetables

. quarterly in relation to the division's overall planning and
programming of preappraisal work and in conjunction with the
quarterly PGP review. Copies of the projects division chiefs'
approved updated preappraisal timetables would be furnished quarterly
to the programs division chiefs for concurrence and to the CP
for information.

24 CP Projects

a) Initial Completion. The IC Project Generation Timetable is com-
pleted by the responsible officer, reviewed by the appropriate
service chief and forwarded to the appropriate Bank projects
division chief (through the CP Coordinator) within 10 working days
of CP's acceptance of preappraisal responsibility for a project.
The completed timetable summarizes CP's understanding of the
project, its role in the preappraisal work and the preparation
approach to be taken. It contains deadlines for the various
stepe in the process, estimates of manpower requirements (by
step and FY), and identification of who in the CP will be
responsible. The Bank division chief, unless he disagrees with
some fundamental aspect of the completed timetable (such as the
approach, project concept, final deadline or CP's role), initials
the timetable and returns it to CP (through the CP Coordinator)
with copies to the responsible projects officer and the appro-
priate country programs division. If the projects division chief
disagrees, he seeks to resolve the issue with the CP service chief.
If necessary, the projects assistant director and CP's front
office become involved. If the issue cannot be resolved and is
fundamental, either the Region or CP may decide that CP should not
become involved in the preappraisal.




b)

c)
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Updating and Review. The responsible CP mission leaders update

CP timetables for their own purposes whenever changes occur.
Quarterly, but earlier if necessary, they forward them to their
CP service chief for review and, if changed, transmittal to the
Bank ten days before the quarterly coordination meeting. Bank
concurrence is assumed unless its disagreement is registered
within 3 weeks of the timetables' dispatch to Washington.

Mission Terms of Reference. Bank clearance of CP terms of

reference for individual missions is not necessary where they are
wholly within the scope of the pre-agreed project generation time-
table (although they should nevertheless be sent to the Bank for
information). However, where questions of staffing and timing
exist, consultation might usefully occur at a quarterly Bank/CP
coordination meeting, by telephone, by mail, or through the Bank's
reaction to a previous mission's back-to-office report on the same
project. :

C. PGP Updating Procedures

1 | Quarterly Updating

a)

b)

c)

Draft PGP Update. Quarterly (before the coordination meeting), the

Bank agriculture projects division chiefs' secretaries verify with
the "responsible project officers" (i) the acceptability of any
changes that have been made in the CP timetables and (ii) the
continuing validity of Bank timetable data for preappraisal work on
non—-CP projects. Then, based on the updated timetables, they revise
the previous PGPs, identifying changes made to them.

New Projects. At this time, support staff add new projects selected

since the quarter began for possible Bank financing (e.g. through

CPP updates, reconnaissance missions, or substitution for a "drop-out").
If the first timetable has already been prepared for such a project,

the relevant data is entered on the draft revised PGP. If not, the
need is called to the division chief's attention. If the divisiom
chief is sure the preappraisal work will not be assigned to CP,

he designates a responsiblé Bank project officer and (with his
assistance, as desired) prepares the first preappraisal timetable. If
the preappraisal work might be assigned to CP, he defers the initial
timetable until after the Bank/CP coordination meeting.

PGP Review. The division chief then reviews the draft revised PGP.

He assures himself that the revisions that have been made are sound

in terms of the individual projects. Next, he totals the pre-

appraisal manpower resources needed for the remainder of the year

-- by subsector, as necessary —— to assure that there is no shortfall.
Tor this purpose, he may consult reports of CP time utilization to
assure that the CP "operating time" allocated to him is not in danger

of being overdrawn or underutilized. He also assures himself, taking
appraisal and supervision schedules into account, that timetable changes
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to the non-CP projects do not create irreconcilable conflicting
demands on his staff's time. If they do, he determines what changes
are necessary and makes them or decides first to solicit CP help.

Bank/CP Coordination Meeting. At the Bank/CP coordination

meeting, proposed changes in the CP project generation timetables

are discussed, as are the possible new tasks (whether country

sector work,preparation, appraisal or supervision) that CP might under-
take. Decisions are reached on both categories of question. Im
quarters when the meeting is in Rome, the CP Coordinator takes the
draft revised PGPs with him together with division chiefs' guidance

on programming and scheduling matters that may be at issue. When

the meeting is in Washington (mid-year and end-year), the

Coordinator attends and helps CP resolve unavoidable conflicts between
Regione for CP resources. (Even where no change 1s involved to the
overall budgetary suballocations toc Regions, there may be conflicting
demands within a given subsector which may necessitate scheduling
changes.) The meetings are also used for substantive discussions

of project issues and of work already or about to be performed.

Post-Coordination Meeting Tasks. After the coordination meeting,

CP prepares (within 10 days) timetables for the new preappraisal
work it has undertaken. The CP service chiefs relay to their
subordinates feedback from the Bank about past work and necessary
input for future work. The Bank division chiefs -- after receiving
and approving the CP timetables for new projects -— issue the

revised PGPs, with copies to the CP (through the CP Coordinator), the
programs divisions chiefs and the Regional program coordinator.

The Year-End PGP Update and the Budget Process. The year-end PGP update

has a dimension that the other 3 updates lack because of its relation to
the budgeting process. Every year, it has an impact on the allocation of
CP resources among the Regions and CPS; in the odd-numbered fiscal years,
it also has an important impact on the total size of the CP. The year-end
PGP updating procedure therefore differs from the routine quarterly
procedure in the following respects:

a)

b)

Indicative CP Allocations. In November, the Bank's Programming and
Budgeting Department (with the advice of the CP Coordinator) provides
the Region and CPS with an indicative allocation of CP recourses

for the coming fiscal year and -- in odd-numbered FYs -- for the
coming 3 fiscal years. The P&B estimate is based on the Five-Year
Work Program tables and, in the odd-numbered FYs, on a rough
"top—down" analysis of the sort described in Attachment 2 of this
Annex.

Qut-year Coverage. The year—end coordination meeting always locks

at least 18 months ahead. In the odd-numbered FYs, however, the year-
end coordination meetings in Washington look ahead for budgetary
purposes, insofar as possible, to 3 years of preappraisal work.

This entails notional estimates with respect to projects scheduled

for Board presentation as much as 5 years hence.
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Draft PGP Transmittal. The draft revised PGPs are sent to the
CP by the end of November so that CP management can review them
in advance of the December coordination meetings.

Proposed PGP. After the meetings and with the advice of the

CP Coordinator and CP management, the Regions submit to P&B
"Proposed PGPs" for the coming fiscal year(s) either reflecting
the indicative allocations for the coming fiscal year(s) or
accompanied by a statement why they believe the indicative alloca-
cations of CP resources to be inappropriate.

Allocation Decision. With respect to CP resources for the coming
fiscal year(s), the PGP remains tentative until the decision is
reached (based on P&B, CPS and CP recommendations) on how to
allocate the CP resource in the coming fiscal vear (8) and on how
large those resources in total are likely to be.

Adjustment. If the CP resources finally allocated to a Region (or
CPS) for the future fiscal year (and tentatively indicated for
out-years) differ significantly from those anticipated in the
Proposed PGPs, the Proposed PGPs and related timetables will need
to be revised to reflect the new levels.
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AN INFORMED BASIS FOR BUDGETING PREAPPRAISAL WORK AND CP RESOURCES

INTRODUCTION

Tn the past, the size of the CP budget has been fixed somewhat arbi-
trarily. With more attention to preappraisal planning, as proposed
in this Annex, a basis will be created for determining the total
professional manpower requirements for the Bank's preappraisal work
in the agricultural sector and for identifying the share to be met

by the CP. Since preappraisal work occupies the major proportion of
CP usable time —— and the other uses can be determined relatively
easily -- this would be a key factor in establishing the optimum size
of the CP and hence in formulating budget requests.

Because decisions about the CP budget affect the level of CP preappraisal
manpower available to work on projects due for Board presentation as much
as five years ahead and because the manpower needs of such projects are
necessarily somewhat conjectural, an aggregation of the annual manpower
estimates from Project Generation Plans cannot be relied on ex-

clusively as a source for recommendations on CP size. Hence this
"bottom-up" approach must be supplemented by a "top-down'" approach which
seeks to relate CP size to the overall Bank lending program for agricul-
ture. Below, we describe both approaches and the process of converting
such analyses into a CP budget.

PROCEDURES

A. "Bottom—up" Approach

s Odd-numbered FYs — Determining CP's Biennial Budget and the

Coming Year's Sub—-allocations to Regions and CPS

(a) Aggregate from the Project Generation Plans the annual
preappraisal manpower requirements for all agriculture
projects in the pipeline on which work will be done in
the next 3 fiscal years. Where not available for the
outer years, manpower estimates should be derived from
past experience (e.g. coefficients developed by the
Time Reporting System). The total number of projects
under consideration should include potential “drop-outs"
and an allowance for slippage.

(b) Decide — with CP management —— on the portion of proj-
ects for which CP's assistance will be sought. (See
Attachment 1: "Proposed Project Generation Planning
and Programming Procedures" for detailed procedure,)

(¢) TIdentify Bank demands on CP manpower for other oper-—
ational purposes (appraisal and supervision). Quantify
these demands and add them to the preappraisal manpower
requirements.
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(d) Compare the total CP manpower requests with the ind-
icative allocations to each Region and CPS. Review

requests which are inconsistent with the indicative
allocations.

(e) Make adjustments in allocations and/or requests to
reflect any changes introduced.

(f) Add to the net number of CP man-weeks needed a per-
centage for:

- Leave, holidays and sickness
— Management and administration

- Staff development (excluding appraisal
or supervision)

- FAO support
and arrive at the total CP man-years requested.*

(g) Convert to dollar equivalents and add an allowance
for support services, etc.

(h) Refer to "top-down" analysis of CP budget requirement
and finalize budget request. (See Sections B and C
below.)

Zs Even-numbered FYs —— Determining the Coming Year's Sub-
allocations of CP Time to Regions and CPS (CP Budget
fixed).

(a) Aggregate the PGPs to determine total preappraisal
manpower requirements in the coming FY and the est-
imated share to be provided by CP.

(b) Quantify Bank demands for other CP operational
assistance and include them to arrive at the total
net CP resources requested.

(c¢) Compare total requested with available CP resources.
Within the fixed ceiling of available CP resources,
decide what, if any,shifts in the sub-allocation
pattern between the Regions and CPS are desirable.
(Take these decisions into account in arriving at
final non-CP budget allocations through the Bank's
normal budget process.)

% A discussion of time allocation between preappraisal work and other CP
activities i3 presented in Section D of this Attachment.
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"Top—Down' Approach

Taking into account the number of agricultural projects forecast
in the Bank's five-year lending program —— extrapolated for one
or two more years —— and the recent average size of the CP (in
man-years), judgments should be made on the following issues to
arrive at an informed basis for determining CP size and the
number of new projects to be put in the CP pipeline annually.

The proportion of all Bank agricultural projects to
be prepared with CP assistance

The CP manpower input per project in relation to
recent levels of input

The average lapsed time per project between initi-
ation of preappraisal work and Bank Board

presentation

The proportion of CP total resources to be applied to
pre—appraisal work, and

Other constraints.

Factors which should be considered in arriving at each judgment
are summarized below.

i 3R Proportion of Bank Agricultural Projects to be Prepared

with CP Assistance. The judgment to request and fund CP

to assist in preparing a similar, greater or lower pro-
portion than previously of the projects in the Bank's
agricultural lending program should be based on consider-
ations such as the following:

- The extent to which projects in the pipeline can
be prepared without external assistance (e.g.
second phase livestock and credit projects; some
irrigation projects, etc.)

- The comparative advantage (including cost to the
Bank of the CP vis—a-vis other sources of prep-
aration assistanc@;

- The preferences of Bank managers (analysis of the
proposed Project Generation Plans will indicate
in broad terms —-- at least for 3 to 4 years of the
5-6 year budget horizon -- the extent to which the
Bank managers seek CP assistance);

- The need for reasonable year-to-year continuity in
staffing of the CP.
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The CP Manpower Input per Project in Relation to Recent
Levels of Input. A change in the dominant style of prep-
aration assistance from paratrooping to bus-stopping as
recommended could be expected to lead to a progressive
reduction in the aggregate CP manpower expended per proj-—
ect (although the ratio of mission leaders probably would
have to increase). This trend, however, could be offset
to some extent by the growing complexity of projects for
which the Bank lends.

Changes in Lapsed Time Between Initiation of Preappraisal
Work and Board Approval. Despite the reduction in applied
time per project, increased bus-stopping and a growing
proportion of complex projects will increase the lapsed
time required for preappraisal work. This means that the
number of projects being workéd on in any one year by CP
will need to be increased even to maintain a constant
number of projects completed annually. Projects will need
to be assigned to CP further in advance of anticipated
appraisal.

The Proportion of CP Total Resources Available for Pre-
appraisal Work. We discuss in Section D,below, the
allocation of CP time between preappraisal and other
activities, including participation in supervision and
appraisal work, staff development, direct support to FAO,
and management and administration. After making allowance
for these activities and for "unusable" time (leave, etc.)
all residual time would be available for preappraisal work.

The Average Drop—out Rate for CP-prepared Projects. As long
as the average drop-out rate for CP projects remains con-
stant, this has no impact on required CP manpower resources
since these can be determined in relation to Board approvals
rather than projects worked on. If a reduction in drop-out
rate were anticipated, however (perhaps in response to
changed methods of preparation assistance), the CP could ——
with a given level of manpower —— prepare a greater number

of successful projects than otherwise. This would necessitate

either reducing CP's manpower or raising the project entry
rate.

Other Factors. Other constraints to be taken into account --—

more subjectively —- in formulating CP budget proposals might

include:
— Recruitment capacity of CP

— ©Possible Bank or FAO policy not to have CP
compete for additional preparation assist-—
ance staff with other claimants on IC staff
resources (e.g. IFAD, regional banks)
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- Overall Bank staff growth limitations
- FAO and Bank budget resource availability

— Broader institutional relationship con-
siderations.

Conclusion. By quantifying each of the proportionate

changes anticipated, integrating them, making allowance

for the lead time required between initiation of pre-
appraisal work and Board presentation, and relating them

to the professional manpower size of CP in the pre-budget
period, it becomes practicable to estimate the proportionate
change in overall CP size required to meet the probable pre-
appraisal assistance demands of the Bank's lending program.
This can also be a means of deriving the indicative sub-
allocation levels provided to the Regions and CPS in advance
of their year-end PGP update exercise. (An illustrative
example of the "top—-down" approach is given in Table 1 of
this attachment.)

Reconciliation of the Two Approaches

1.

2.

Compare the CP size arrived at in the "top-down" method with
the one found through the "bottom—up" method.

If no significant difference exists, use the total number of
man—-years thus estimated in the budget request,

If a significant difference exists, identify which regions
have diverged from the indicative CP resource allocations.

Discuss and make compensating adjustments in the sub-
allocations if possible. Alternatively, reevaluate the
assumptions in the sub-allocations and the "top—-down"
projections as well as those underlying the resource
requests. Reach decisions on the CP resource level
needed for preappraisal work,

Time Allocation Between Preappraisal Work and Other CP Activities

CP professional manpower may be directed toward the following pur-
poses:

- "Unusable" time -- leave, holidays, sickness, personal
time, staff meetings, etc. —- (total 12 weeks per staff
man-year and 2 weeks per consultant man-year)

- "Usable" time (40 weeks per staff man-year and 50 weeks
per consultant man-year)

— Preappraisal assistance for potential Bank-funded
projects (including UNDP "special interest" projects)
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- Professional development

Direct support to FAO activities
= Participation in appraisal and supervision missions
— Management and administration.

Table 7 of this Annex illustrates for a CP budget of 100 man-
years (of which 80 are direct-hire staff and 20 consultants)
the likely amounts of time available for each category. We
discuss the categories and their interrelationships below.

1. Management and Administration. CP's management and
administration will, assuming acceptance of this re-
port's recommendations, occupy 13 staff members (520
man-weeks —-- 127 —- of the aggregate CP usable time).
While part of this time may be used for FAO support,
staff development and Bank-related operational work,
this will generally be in a managerial capacity and
hence should be classified as such.

2, Participation in Bank Appraisal and Supervision Missions.
The report's recommendations for a minimum level of CP
staff participation in appraisal and supervision missions
require the allocation of approximately 400 man-weeks per
year (10% of usable time) for these purposes.

3. Preappraisal Work and Other Activities; "Down-Time." The
residual net CP staff time available for preappraisal work,
staff development and FAO support activities is thus about
3280 man—weeks per year or 78% of usable time. No matter
how well managed its preappraisal activities, CP will have
some staff "down-time" (caused especially by scheduling
hiatuses and staff reaching a reasonable limit to annual
travel time). Though this down-time has not been specif-
ically measured in the past, it could well equal from 10%
to 15% of net direct-hire staff operational time (i.e. in
the range of 300 man-weeks per year).

To the extent the CP professional development and direct
FAO support activities we have recommended entail assign-
ments which do not have to be pre-scheduled and to the
extent that specific periods of down-time can be predicted
and utilized even for pre-scheduled activitity, these
activities can be accommodated as down-time filler work
at no additional expense. Alternatively, time "traded"
under exchange arrangements with FAO can effectively be
converted to preappraisal time. Thus, if the total re-
sources allocated for professional development and direct
FAO support work were less than the anticipated down-time,
only time-specific assignments which could not be keyed
to unconvertible down-time would lead to a reduction in
the resources otherwise available for preappraisal work.
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The proportion of CP resources allocated for FAO support
and staff development should be reexamined annually by
the Bank and FAO. In our view, a reasonable initial
target would be a total of about 10 man—years (400 man-—
weeks) divided roughly equally between the two purposes.
CP would have full discretion in using this time, whether
or not it fell within down-time, though it would be
anticipated that it should be largely accommodated within
down-time. The CP would normally consult with the Bank
on a case-by-case basis on the utilization of time for
non—-preappraisal work beyond this target.

On this basis, the net time available in a CP with 100
man-years of professional staff time for Bank preappraisal
work would be about 2900 man-weeks per year or almost 70%
of usable time. This should be regarded as the ceiling
which —=- after discounting for a reasonable vacancy rate
(perhaps 5% of direct-hire positions) —— should correspond
for planning purposes with the aggregate annual manpower
resource requirements estimated in the Project Generation
Plans.

RESPONSIBILITY AND TIMING

Final decisions on the budget are taken by the FAO Conference, but take
into account the level of contribution pledged by the Bank., To provide
an informed basis for the budget proposals, the Bank's Programming and
Budgeting Department —— in collaboration with the CP Coordinator ——
should take the lead in identifying preappraisal manpower needs by
following the two approaches proposed above.

As CP's budget is biennial and based on calendar years (i.e. beginning
on January 1lst) in contrast to the Bank's financial year (beginning on
July 1st), the lead time required for preparation of the budget is con-
siderable. Since, under the cogt-sharing arrangements, the CP and Bank
budgets must be linked, changes can only be introduced every two years.
Moreover, because of the long pre-budget preparatory phase in FAO (over
one year), recommendations on CP size must be made well in advance of
the budget dates.

Key dates are as follows:
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cY Month Action
1 November — December Prepare draft CP budget proposals

for Bank and FAO budgets.

2 June Bank FY1l budget finalized and ap-
proved; FAO draft budget finalized.
July Bank FY1 budget active.
November FAO biennial budget approved; Bank

FY2 budget being prepared (CP re-~
sources fixed).

3 January FAO biennial budget active.
June Bank FY2 budget finalized and
approved,
July Bank FY2 budget active.
November Bank FY3 budget being prepared

(CP resources fixed for first

1/2 year and contingent on FAO
2nd biennial budget for second
half of year). Prepare draft

proposals for CP 2nd biennial

budget.
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ILLUSTRATION OF 'TOP-DOWN'' APPROACH TO PROJECTING THE SIZE OF THE CP

STEFS
1. Projects to be Worked on by CP FY1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983
Base Years .
a. Number of Bank agriculture projects ’;’——‘~*~————-\ 3
to the Boardl/ 36 47 57 _ 68 75 81 87 93 100 108 119 131
b. % of projects to Board to be pre- [
pared by CP 50 34 30 37 36 36 36 36 36 36 36 36
¢. Number of projects to Board to be pre=- l
pared with CP assistance 18 16 17 25 27 29 D i a3 36 39 43 47
2. Projects to Enter CP Pipeline l
a. Gross number required to come into CP |
pipeline to produce necessary thiough-
put -- unadjusted for drop-outs 21 26 28 3 33 39 42 47 51
b. Total worked on in yearél(nﬂmnrandum l
item) : 79 89 100 114 129
¢. Work units to be completed, expressed l
in "baseline project equivalents"
(i.e. the amount of work tzday needed |
to complete a prepatation)_/ 22 27 30,' 32 35 38 41 45
d. Adjustment to reflect greater throygh- l
put required by drop-out factor2: 41 51 56 60 66 72
3. Man-weeks Required per Completed Project l
Preappraisal
a, Man-weeks 9er completed base-line |
project® 53 50.4 47.7 45.1 42.4 39.8
b. Adjustment to reflect iact that drop=-
outs take less worlkl 5 47.7 45.4 42.9 40.6 38.2 35.8
4. Net Man-Weeks for Project Preappraisal . l
(2c x 3b) 1956 2315 2402 2436 2521 2578
5. Proportion of Usable CP Budgeted Profes-
sional Time Used for Project Preappraisal
(See Table 7 of this Annex.) 68% 687 68% 68% 68%
6. Total CP Man-Years Needed On-Line3/ 61 ! 81 84 85 88 90
7. Total CP Budgeted Han—yeara;!pededgf 82 l 97 101 102 106 108

* Both the assumptions and methodology of this table would be refined from year-to-year.

1/ Derived from Bank 5-year plan, after 1976

2/ Assumes average lead time increases gradually from 2-1/2 to 3 years between 1976-1980, because of
increased 'bus-stopping."

3/ Derived from number in CP pipeline and average time in pipeline. Takes into account a gradual shift from 2-1/2 to

- 3 years preappraisal time in process.

4/ In FY78, for example, CP will assumedly work on 100 different projects, 75 of which have 3-year lead times and have

- 1/3 of their "work" done in the year; 25 have a 2-year lead time and have 1/2 "work' done in the year. Thus,

(1/3 x 75) + (1/2 x 25) = 38.

5/ Assumes an overall drop-out rate of 35% of projects entering the pipeline. (We found a 227 drop-out rate after
completion of yellow cover preparation report.) Being in '"baseline" project equivalents, the figure somewhat
understates the number of projects to enter the pipeline, given assumed efficiency increase.

6/ 53 Man-weeks per completed preapp-alsal job is average of time actually spent in 1973 and 1974. (See Annex 2,
Table 7.) Our projection assumes a 257 increase in CP efficiency over 5 years.

7/ Assumes that on average 107 less time per project is spent if one includes dropouts.

8/ Net potentially usable time per weighted average of consultant and direct-hire man-year (at 50 and 40 weeks respec-
tively) 1is 42 weeks. 687 of the 42 weeks, i.e. 28.6 weeks per weighted CP man-year is available for project pre-
appraisal work. For 1976, therefore, with 2315 net usable man-weeks needed for project preappraisal and 28.6
man-weeks available for such work per CP man-year, the number of budgeted man-years required is 81
(L.e. 2315 2+ 28.6) == with no allowance for vacancies or for down-time that is unusable for non-preappraisal
activities. :

9/ To convert the 687 of on-line time usable for preappraisal to a percentage of total budgeted time, subtract 6% to

account for budgeted positions that remain vacant and 5% for unusable down-time. Then take 577% (68%-11%) of 42

man-yeeks (23.9 man-weeks) and multiply by Line 4.
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MANAGEMENT INFORMATION AND CONTROL: OUTLINE DESCRIPTION OF TIME REPORTING SYSTEM

L

i

QVERVIEW

Until recently the Investment Center's need for detailed time expenditure
information on the activities of its professional staff was not great.
Most staff worked substantially full-time on the assignments of their
service. Exchanges of time were most unusual. Tasks were normally
scheduled on a six-months time horizon. Activities such as staff develop-
ment and training were handled on an ad hoc basis. Decisions about the
size of CP were based mainly on intuition.

These conditions should change. Under special charging or trading arrange-
ments, CP professionals will sometimes work outside the CP and vice versa.
Project preappraisal work will be timetabled through to completion. Activi-
ties other than preappraisal (such as staff development and direct FAO
support) will be formally recognized and planned, subject to man-year
ceilings. The CP's future size will be heavily influenced by forecasts

of the volume of projects needing CP assistance converted, via experience-
based coefficients, into a demand for CP professional time.

In such an environment, CP managers will need accurate information on the
expenditure of time -- as well as the achievement of deadlines -- against
plans and programs. To monitor exchange arrangements, they will have to
manage and monitor time as well as subordinates -- and the two will cease
to coincide. Moreover, retrospective data on results achieved vs. time
expended will provide a useful and steadily improving basis for building
future budget projections on the basis of future results required.

In the following sections, the principal features of a system for meeting
managers' needs for time expenditure information are described in terms of:

A. Data required
Bi Processing of Data
C. Management reports

As there is more work to be done on the detailed systems design (probably -
by FAO's Management Services Division in consultation with IC management
and with the advice of Bank systems specialists), what follows should be
viewed principally as illustrative,

THE TIME REPORTING SYSTEM: REPORTS AND PROCEDURES

A. Data Required

To produce the reports needed by Bank and CP managers so they can know
how their resources are used, monitor time expenditure ceilings, and
build towards meaningful workload coefficients, time expenditure data
needs to be categorized by:
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Activity (See Table 1 of this Attachment for "major" and
"minor" work categories., Four of the former -- i.e. Pre-
appraisal, Economic and Sector, Post Preparation and Pro-
fessional Development =-- have components which it will often

be useful to total; together the first three activity cate-
gories constitute what we have defined as '"met operating time');

. User (i.e. Bank division and CP service, Other (specified)});
. Chargee (i.e. CP, Other (specified));

3 Basis of charging, if other user (i.e. Reimbursement to CP,
time exchange, non-reimbursable, undecided);

s Source of Time (i.e. specified CP Service, non-CP IC,
Other (specified) and (at least for IC staff) staff member
identification).

B. Processing of the Data

In the CP, the Operations Officers (acting in behalf of the service
chiefs) would be responsible for assuring that time expenditure data
was submitted accurately and on time. Staff would be provided a
simple instruction containing the necessary codes and time recording
groundrules.®* The IC Program Coordination and Administration Office
would screen the timesheets received from the Operations Officers as
a last check before transmitting them to the Bank for computer pro-
cessing.

Given the modest volume of data (encompassing approximately 100 man-
years per year) and of required reports, it probably does not make
sense to rely on the Bank's computer for all the data manipulation and
report assembly that may be desirable. Using "intermediate" computer-
produced reports in some cases (where special programming or coding is
impractical), the IC's Program Coordination and Administration Office
could manually generate some of the output information required by
managers and, where useful, manually combine aspects of different
machine-produced analyses. The precise manner and mix of machine and
manual data handling will have to be worked out in detail based on joint
Bank/FAO assessments (for each category of output report desired) of
the relative ease of machine and manual production and manipulation.

G Management Reports of Time Expenditure

The principal reports would display at least the following information,
with each item showing data for the year-to-date and the most recent
reporting period:

* Development of this instruction has been started by the Task Force and should
be completed by FAO before the end of the year.
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Report for Bank Division Chiefs and Assistant Directors (Quarterly)

Expenditures of net operating time totaled by project and
broken out by minor activity code (see Table 1 of this attach-
ment for code structure)

Divisional totals by major activity

Divisional grand total

Regional totals by major activity

Pegional grand total

. Regional post-appraisal (i.e. appraisal and supervision) as

percentage of Regional grand total

Reports for CP Service Chiefs (Monthly)

a) Time Delivered. Same as above for Regions served; also:
. Multi-Regional grand total and major activity totals

. Totals for direct FAO support, professional development,
absences and overall grand total

. Professional development, direct FAO support, and post-
preparation work each as a percentage of overall grand
total

b) Source and Application of Time

. By each non-CP unit, time delivered to the service broken
down by basis of charging

. By each non-Bank, non-CP unit, time received from the
service, broken down by basis of charging

. Service grand totals of delivered and received time by
basis of charging

Report for Deputy Director, PPL (Quarterly)

Direct FAQ Support and Professional Development time of
designated Senior Specialists -- by man and assignment

. Total Direct FAO Support by recipient unit

. Total Direct FAO Support by service

Total Professional Development by service

. Total time applied to specified assignments
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4, Reports for Overall Bank and CP Management (Monthly)

a) Time Delivered. TFor each minor and major activity:

. Grand CP total, total by service and Front Office

. Percentage that grand CP total for the activity bears
to total of all CP time expended

. Percentage that service total for the activity bears to
all time expended by the service

b) Source and Application of Time

. By each non-CP unit, time delivered to CP, broken down by
basis of charging

. By each non-Bank non-CP unit, time received from CP
broken down by basis of charging

. CP grand total by basis of charging for all external units

c) Special Reports. Special annual reports may be useful
for special purposes — to provide, for example, a basis
for recruitment decisions. These might include reports of
consultant time, exchanged time or total time by subsector,
subsector time by Bank Region or CP service, CP time by
UNDP special interest project, etc.

Agsistance in assessing the time reports and initially determining
where they indicate needs for corrective action would be provided

to CP's top management by the Program Coordination and Administration
Officer, to CP service chiefs by the Operatioms Officers, and to
managers in the Bank by their own assistants and the CP Coordinator
in CPS.
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TIME REPORTING ACTIVITY CODES Table 1
MAJOR ACTIVIELY MINOR ACTIVITY
Majo
Description Coée? Description g;::r

Travel: Time spent on travel should be reported against the activities and projects for which the travel is intended.
If a trip involves work on more than one project, the travel time should be allocated against the projects roughly in
proportion to the effort expended in the field on each project. No more than eight hours of travel should be recorded
against a single day including days spent in authorized stopover, or, in lieu of stopover, for rest at the end of the

trip.

Preappraisal: All project- PE Technical Assistance: Work in relation to pre-investment programs, | TAS
oriented preappraisal work; im e.g., UNDP
the case of the World Bank this
work will have been agreed with Project Definition: Project-specific work culminating in a Project | PDR
CPS or regions concerned. Definition Report or equivalent,

Preparation: Project-specific work culminating in a report to be PRN
used by the funding agency as the basis for loan appraisal or
decision; the report may or may not be IC-prepared.

Combined Identification/Preparation: To be used when no useful IFR
distinction can be made between the two activities.

Economic and Sector: Preappraisal ES Economic Work: Preparation of economic reports, studies or ERA
work not related to a specific pro- memoranda.
ject.

Sector Work: Preparation of sector surveys, reviews and studies. SRA

Reconnaissance: General project recognition work preceding Bank REC
selection for project definitionm.

Post-preparation: Operations not PP Appraisal: Appraisal of projects, whether IC-prepared or other- APR
directly concerned with preappraisal. wise, *

Supervision: Supervision and implementation assistance of on=- sUP
going projects.

Direct FAD Support: Work primarily for FsS
FAO benefit which is uncompensated by
reimbursement or time exchange.

Professional Development: The prepara- TR Material: Preparation/presentation of training material, e.g., MAT
tion/presentation of, and attendance lectures, guidelines, senior specialist assignments.
at, courses/seminars/workshops
directed towards the development of Study of training material; attendance at lectures, seminars, STU
IC staff knowledge and professional debriefings or other meetings with a staff development objective,
skills; other work with these
objectives.

Management and Administration: Full MA

time of supervisors, operations
officers, professional administra-
tive personnel.

Absences: All categories of time absent. AB leave: Home, annual, or compensatory leave. LEV
Holidays: Official FAO holidays. HDY
Sick Leave SIK
Unpaid absence of any kind. UNP

Ceneral: This code should be used only GE
when none of the other above activi-
ties apply; specifically includes
interviewing, staff meetings, personal
time and non-operational general read-
ing i{n work hours.
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DIRECT FAO AND WB RELATIONSHIPS

ASSESSMENT

There are many direct links between FAO and the Bank, but

the two institutions fail to exploit fully their areas of com-
plementarity. The mutual and, in the ranks, rather pervasive
lack of knowledge in FAO and the Bank of each other's work
programmes greatly increases the chances of duplication and
must cause the loss of numerous opportunities for creative
synthesis. While it is true that in some cases (e.g. joint
studies) speed and clarity can be a casualty of over-
coordination, it is also true that where the desire to
coordinate is thwarted by absence of knowledge or lack of

the necessary mechanisms, likely results can be waste, friction
and a loss of potential benefits.

We discuss below:
A. Possible areas of increased coordination
B. Institutional constraints
C. The need for system

A. Possible Areas of Increased Coordimation

While the task force has not made a detailed assessment of
the potential complementarity of the two organizations'

work programmes, it has identified the following non-project
activities on which there is little collaboration at
present, but appears to be room for more deliberate, routine
interaction in the future.

In FAO In the Bank
Perspective Study for World Mini-Link Model
Agricultural Development
Food Trade Statistics National Accounts Statistics
Food Production Statistics Income Distribution Statistics
Food Consumption Patterns Development Research Program

Land Classification/
Resource Inventory

Trypanosomiasis Control

Technical Seminars Meetings of Experts
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B. Institutional Constraints

Because large institutions usually should not and cannot
mold their organizational structures primarily around

the purpose of coordinating with each other, their basic
internal structures must be taken as constraints on the
coordination problem. Nevertheless, small changes can
sometimes be made that do not violate other considerations
but have an important impact on coordination capacities.

C. The Need for a System

While there is much ad hoc and purely personal coordination

today and numerous specific means for regularized contact

on given subjects, there is in the non-operational areas an overall
absence in each institution of a facility or system for:

- Keeping each generally informed of the other's
activities

- Bringing to the attention of the right persomn at
the right time relevant work donme in the other
institution

- Actually promoting collaboration or coordination
when appropriate.

II. RECOMMENDATIONS

To improve collaboration between FAO and the Bank on non-
CP matters:

A. Make the IC's Deputy Director, PPL, respomnsible
for helping stimulate direct FAO/Bank interaction.

B. Designate Bank contact points in four ADG's
(Assistant Director CGenerals') offices in FAO.

€. Encourage FAO field staff informally to
provide, on request, minor assistance to the
Bank (and IC).

A. Make the IC's Deputy Director, PPL., Responsible for Helping
Stimulate Director FAO/Bank Interaction

The task of bringing into the Bank knowledge of outside
thinking, work and developments is one that in agriculture
deserves special attention, given the priority of the sector
and the amount of activity occurring in it. Because FAO --
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the largest of the UN specialized agencies -- is becoming
increasingly active in matters which also concern the
Bank and conversely, it makes sense to have a specific
assignment of responsibility for non—-operational liaison.
between the two organizations.

We have recommended in Annex 4 that such responsibility

be assigned to the proposed IC Deputy Director for Policy,
Professional Development and Liaison. His other activities
(as well as his proximity to the IC Director -- who chairs
FAO's Interdepartmental Working Group on the CGFPI) will
complement the liaison function. In Rome, he will be able
to work with designated FAO contact points (see below) ;

in Washington he will have the assistance of the CP
Coordinator and the FAO Regional Office as well as access
to the Director of CPS's Department of Agriculture and
Rural Development. He should not seek to be a coordinator
in the "exclusive channel"” sense, but should be a catalyst
to voluntary interaction, a point of conmsultation or "marriage
broker" for staff of either agency who wish knowledge of
the other's activity in a specific area. In general and

as time permits he should:

- Keep staff throughout the Bank as fully informed
as possible about all FAO actdvities of potential
interest

- Bring to Bank staff members' attention in timely
fashion -- i.e. before they begin a study or depart
on mission -- FAO material of relevance, and the
names of FAO staff (in Rome or the country) who
may have useful knowledge of the subject

- Assure that the FAO liaison points (see below) are
kept fully informed of Bank work of potential interest
to FAO.

He would have no responsibility for Bank/CP operational
coordination.

Designate Bank Contact Points in Four ADGs' Offices in FAO

FAO's ADGs in the Agriculture, Economic and Social Policy,
Fisheries and Forestry Departments should each designate a
staff member to be responsible (in addition to his other
duties) for Bank contacts and liaison. This officer would

work with the IC Deputy Director, PPL, to assure the exchange
of work programmes, publications, special papers and the like
and to see that his department's staff are fully aware of Bank
activities of relevance. For FAO's Development Department, the
IC Deputy Director, PPL, would be the contact point.
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Encourage FAO Field Staff Informally to Provide, on
Request, Minor Assistance to the Bank and IC

To the extent not incompatible with their primary assignments
(in terms of deadlines, loyalties or confidentiality) FAO
field staff should be encouraged to cooperate, on request,
with the Bank and IC. They should do so with minimum
formality in their personal capacities and not as represent-
atives of FAO, the Bank, UNDP or the country government.

A draft directive that could set the appropriate tone for
this type of collaboration is presented as Attachment 1.

The Bank should issue a complementary circular to its agri-
culture staff contemporaneously to advise them about the
arrangements.
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DRAFT FAO CIRCULAR

ASSISTANCE BY FAQO FIELD STAFF TO THE WORLD BANK AND THE FAO/INVESTMENT CENTER

Introduction

A recently completed study of cooperation between FAO and the World
Bank has highlighted the fact that FAO's large field-based store of
experience and expertise in developing countries could more fully be
brought to bear in the preparation, appraisal and implementation of
projects financed by the World Bank. Where FAO and the Bank have
collaborated in the field, both have usually been careful to keep
the relationship at an informal level so as to avoid any problems of
protocol. ‘

Policy

In the interests of member countries, FAO has agreed with UNDP and

the Bank to encourage greater collaboration in the field between FAO
staff and Bank and IC missions, provided that the assistance requested
by the Bank or IC and given by an FAO staff member does not conflict
with his primary duties. Such a conflict might arise where the Bank-
related work:

- Could jeopardize the timely completion of the staff member's
own work;

- Is known to arouse national sensitivities which could prejudice
the outcome of FAO-sponsored activities;

- Could endanger the confidentiality of materials or opinions
to which FAO staff have had access in the course of their own
work.

(The World Bank and the IC recognize that such conflicts ﬁay
sometimes bar FAO field staff from giving the assistance requested.)

Procedures

1. Informal and Semi-formal Collaboration

Informal collaboration would be confined to the country of
asslignment of the expert and might involve requests to assist

a World Bank or IC mission with the assembly of data, to
accompany it on field visits, or to accept minor assigmments, —-
e.g. providing occasional advice to a local project preparation
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team or, at Bank request, to the management of a Bank-financed
project between or during supervision visits. In such cases,
FAO staff would act as technical advisers to the Bank or IC

but would remain wholly accountable to FAO and (where applicable)
the Government of the host country. Normally, no reimbursement
would be made by WB or IC for such assistance although where
necessary UNDP through FAO could be reimbursed for per diem and
travel expenses.

Staff members should use their discretion in deciding on the
level of formality to be used in seeking Govermment clearance
for the participation in such Bank-related activity if it lies
outside their terms of reference. Any request for assistance
from the Bank or IC which could cause problems of the type
mentioned under "Policy," above, or would involve more than
three man-days of work should be made (or, if not made, relayed)
to FAO HQ. The latter will view favorably proposals for
collaboration of this kind.

Formal Collaboration

Where comparatively large amounts of help are requested —- e.g.
where the World Bank or FAO/IC requests the full participation
of an FAO field staff member on a mission — the Bank or IC
accept responsibility for full reimbursement to FAO of costs
(i.e. salary, expenses and travel). The FAO staff member becomes
wholly accountable to the Bank or IC mission leader, must act
as an individual adviser to him and cannot make any commitments
on behalf of the host country or FAO. Authorization for such
full-time participation in Bank or IC missions must be obtained
in writing or cable form through the Operating Unit in FAO
from:

- the FAO Project Manager;
- the UNDP Resident Representative (on advice of the SAA/FAO
Country Representative) who will also certify that the

Government concerned has no objection.

The World Bank may be able to assist in obtaining Government
clearance for release of staff from their normal duties.

Communications with the World Bank

In order to improve the effectiveness of the contribution that
FAO field staff can make to the World Bank's or IC's work,
individual staff members are encouraged to correspond freely and



ANNEX 6
Attachment 1
Page 3

without formality with World Bank or IC staff provided that it
is made clear that such correspondence is of a personal nature,
implies no commitment on behalf of the host country or FAO, and
does not jeopardize the staff member's primary assignment.
Information copies of such correspondence should, where
appropriate, be sent to FAO HQ and the Project Manager. Where

an FAO position is stated, correspondence must be through
formal channels.
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UNDP AND WFP ASPECTS

I. BANK "SPECIAL INTEREST' FAO-UNDP PROJECTS

A Assessment

Both the Bank and CP recognize that CP -- although designated

as "watching agent' —— has had little impact on the
approximately 30 FAO-executed UNDP projects in which the Bank
has a declared "special interest'. CP has not been involved

in the selection of such projects and is not systematically
apprised of the rationale underlying their selection.
Moreover, what should be included in CP's role as "watching
agent” has not been clearly agreed. Little time is devoted
to the activity.

B. Recommendations

CP and the Bank need more systematic procedures for the selection
and monitoring of "special interest' FAO-UNDP projects.

- With Bank advice, CP should develop proposed criteria
for Bank "special interest' declarations.

- Based on those criteria, CP should routinely screen
the FAO-UNDP projects to propose to the Bank (at the
gemi-annual Bank/CP reviews) '"special interest"
declarations as appropriate.

- CP and the Bank should agree, as a general matter,
on the former's role with respect to Bank '"special
interest" projects and —- with respect to specific
projects — should agree where departures are anti-
cipated from the general procedure (See Table 1 for
our proposed procedure for IC monitoring).

- Annually, CP should report to the Bank on the status and
work performed with respect to each "special interest”
project, the average CP man-weeks expended per special
interest project, and the time spent per Bank Region.

II. FAO-UNDP PROJECTS OTHER THAN BANK SPECIAL INTEREST

A. Assessment

In total, there are approximately 600 ongoing FAO-UNDP large
scale projects which cost roughly $100 million/year. Roughly
one third of them are "investment oriented'. Whatever the
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benefits of this FAO/UNDP technical assistance programme

in the training of skilled manpower, accumulation of

resource knowledge and creation of development ideas,

the direct investment impact of pre-investment work has

clearly fallen below reasonable expectations. By a

recent staff estimate, the total investments directly resulting
resulting from FAQ/UNDP pre-investment work have roughly
equalled the cost of the pre-investment studies., While

the specific ingredients of the estimate are arguable,

there is no disagreement about the room for improvement.

(Despite the unimpressive overall record -- which, of course,
could improve with time as more projects mature -- it should

be noted that several FAO/UNDP projects have led directly to
World Bank-financed projects (e.g. Yemen, Southern Uplands;
Egypt, Tile Drainage) and many others have provided substantial
inputs to support World Bank investment project preparation
(e.g. Nepal, Terai Settlement; Brazil, Lower Sao Francisco
Polders).

By funding one investment follow-up post in the IC, UNDP has
acknowledged the need that exists to infuse a greater invest-
ment orientation into this important and potentially high
long-term impact work. But it is clear that one man cannot
adequately provide FAO's needed investment-oriented imput to
200 on-going projects. Unfortunately, in our view, FAO's
UNDP work today suffers from:

1 Inadequate investment-oriented intervention
2. Inadequate investment follow-up staff.

Inadequate Investment-Oriented Intervention. At present,
the application to FAO/UNDP's so-called investment potential
projects of the investment-oriented expertise that -- at
relatively minor expense and dislocation -- could greatly
increase their potential developmental impact is too late,
far too sparse and too unsystematized. As a result,
important opportunities for magnifying FAO/UNDP's invest-
ment impact are being foregone.

2 Inadequate Investment Follow-up Staff. It is not realistic
to expect staff throughout FAO -- generally without an
investment orientation or investment expertise —— to see
that "investment potential' projects have the maximum
investment impact compatible with development needs. Nor
is it rational to rely on one qualified man in the IC
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Service to accomplish this result for 200 such projects.
Moreover, it is clearly impractical to expect the requisite
infusion from staff located in UNDP's Regional Bureaux

in New York which are not only remote from the executing
agency and the project site but also lack the relevant
sectoral expertise. Lastly, it is not normally possible
to rely on project field staff for the requisite infusion,
as most projects are too small to support a project
economist and, even where this is not the case, a

project economist would only in the rarest cases have

a good knowledge of the requirements of major financing
agencies.

Recommendations

To increase rapidly and to its fullest desirable extent
the investment return from UNDP investment-potential
projects (as well as other similar projects undertaken
by FAO for bilateral donors through trust fund arrange-
ments), it is necessary to:

1= Increase the staff devoted to investment infusion
2 Locate the staff in the Investment Center

3. Supply the needed infusions of investment
' orientation earlier and more systematically.

1. Increase the Staff Devoted to Investment Infusion. The
IC central office has estimated that at least 6
man-years of HQ time are needed for an adequate
infusion of investment expertise into the approx-
imately 60 new investment-potential projects per
year and the 200 that are ongoing. This estimate
does not seem excessive, given the numerous points
at which such infusion is desirable and the high
possible returns. Whether the staff time other
than field time (which now is chargeable to the
projects) should be funded by UNDP (as with the
present position), charged to the projects (perhaps
through a flat fee or percentage), or borne by
FAO as the responsible executing agency and recipient
of the 14% UNDP management fee, is a question beyond
the scope of this study. We do, however, recommend
that the question be promptly resolved and that
the necessary staff time be provided as soon as
possible.




ANNEX 7
Page 4

2. Locate the Staff in the Investment Center

(a) Location. The additional staff effort we
recommend should be located in the IC, but
should consist of two full-time follow-up
coordinators plus planned '"slivers" (equivalent
to perhaps 4 man-years per year) of the IC's
nearly eighty investment-oriented specialists.
In this way, the expertise brought to the task
will have the full benefit of IC's critical
mass; it will have sub-sector-specific knowledge
in addition to the overall investment expertise
that can make it most effective. Also, the
constant and intensive exposure of IC people to
the task of investment preparation and their
continuing interaction with major fimancing
institutions (Government, private and multi-
lateral) will guarantee the focus that the
task requires.

IC people -- whose principal job 1s to assist
country nationals in preparing projects for
investment -- should not find it difficult to
assist FAO/UNDP people in the same task.

(b) Management of the Infusion. It is most important,
under our proposed "sliver' approach to the FAO/-
UNDP investment infusion task, that the infusion
effort be managed conscientiously and closely
within IC so that the function does not become
lost and the resources dissipated in the overall
rush of other IC work. To assure this result, we
have proposed having 2 UNDP Coordinators report
to the IC Director. They would be responsible
for selecting projects for investment infusion
and arranging to have the infusions made at
appropriate points. They would also assist
personally as appropriate, in the early stages
of UNDP programme formulation.

1R Supply:the Needed Infusions of Investment Orientation
Earlier and More Systematically. In Table 1, we
display 18 steps in the UNDP project cycle and indicate
the various points (there are more than 10 of them)
at which an investment-oriented infusion should be
considered. TIf properly staffed and managed, the
utility of such an infusion should be evaluated at
each such point in each investment potential project.
The first opportunity occurs in the earliest pre-
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programming stage, when project ideas are being con-
sidered by Governments, field staff and FAO's DDF.
Then, infusions can be appropriate during the pre-
paration of project documents and at the various key
stages of implementation. Finally, a last contribution
can be made through review of the draft final report.

At any stage during the project's evolution, the IC

might try to interest specific potential financing
institutions in the project.

III. WORLD FOOD PROGRAMME (WFP)

A. Current Situation

1.

WFP-FAO Links. WFP is institutionally separate from
FAO, but FAO provides, on contract, the technical
services to backstop the planning and implementation of
WFP agricultural projects. FAO also provides persomnel
and adminsitrative services. Aside from notable
exceptions, IC involvement with WFP projects has been
limited.

WFP Agricultural Projects. WFP prepares and approves
some 50 projects annually, of which 20-25 are in the
agricultural sector and 10-15 might be classified as
having non-food investment implications. Although
there is no systematic orientation of WFP projects
towards non-food investment goals, several have
already been associated with Bank follow-up invest-
ments (e.g. Egypt, Tile Drainage; Ethiopia, Resettle-
ment) .

Investment Potential. In contrast to the UNDP, WFP
has no system for classifying its projects according
to their non-food investment implications.

Investment Opportunities. Based on the present level

of resources at the disposal of WFP, investment
opportunities in projects assisted by it should be
considerable. The Programme expects to commit
approximately $300 million during the year 1975,

mostly for agricultural development projects of one

or two years duration. In terms of quantities,

WFP hopes to move at least one million tons of food.
Among the new projects will be major schemes in Egypt
(Land Reclamation, Settlement, Tile Drainage), South
East Asia (Rural Rehabilitation Works, Conmstruction or
Improvement of Roads, Canals, etc.), Central America
(Production of Basic Grains), Tunisia (Rural Cooperatives)
and Pakistan (Watershed Management). In several of these
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new projects as well as in smaller projects of a more

pilot character, WFP food input could be complemented

with World Bank or other investment. Likewise, World

Bank projects could be examined with a view to identify-
ing areas for complementary WFP food inputs. Institutional
arrangements are needed whereby WFP-FAO-IC-WB are likely

to identify suitable opportunities for collaboration at

an early stage.

Recommendations

We recommend that possibilities be explored between WFP, FAO,

IC and IBRD for instituting more formal arrangements both for
bringing investment expertise to bear on WFP-assisted agri-
cultural projects and to incorporate food inputs, where desired,
in World Bank assisted iInvestment schemes.

Given the nature of WFP's resources, it is likely that food
will usually be a secondary input in what are primarily
investment schemes, rather than the leading resource to be
supplemented with non-food investment of the kind usually
provided by the Bank.

Possible Procedures

1. WFP Projects. WFP (Project Management Division) should
consider as a matter of normal project processing
any possibility for non-food investment, as should the
WFP/FAO Liaison Unit which receives all agricultural
project requests for technical scrutiny. Proposals
for non-food investment should be screened by IC who
would then take the necessary follow-up (contact
potential investors, arrange for participation in
appraisal missions, etc.). In cases in which WFP
projects are designed as pilot schemes for potentially
larger non-food investment programmes, investment
orientation could be provided by arrangement with the
IC, as in the case of UNDP projects. A system to enable
financing institutions including the Bank to declare
"gspecial interest" in these projects might also be
introduced.

2. Bank Projects. When CP becomes aware of proposed Bank
agricultural projects which might profit from
complementary food inputs, it should bring them to
the attention of WFP.
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Institutional Arrangements and Funding. Arrangements

for staffing and funding of IC inputs into WFP projects
should be negotiated between WFP and FAO. For Bank
"gpecial interest' WFP projects, arrangements similar
to those proposed for "special interest" UNDP projects
should be instituted by CP with Bank agreement.



PROPOSED IC ROLE IN FAO/UNDP PROJECTS

Phagse Step | Actiom by FAQ . IC R8le
Formulationf 1 Go'vamment and FAQ Technical Divisions generate project ideas Propose projects; review projeci proposals
| B for IP; suggest modifications
2 | FAO (DDF) assembles pipeline ideas; assists Government and UNDP Comment on overall investment implicationsl
te define projects Indicate operational implications for in- }
s vestment orientation
3 | NDP Res.Rep. negotiates pipeline with Government, and develops multi-
sectoral country pregramme, classifying projects for _IP' _ i
4 | UNDP Res.Rep, forwards draft country programme to FAO (and Banks) for As for 2 (abdvé)
comment, FAO (DDF) seeks Divisions' comments, Banks indicate
"gpecial interest"
5 | UNDP Res.Rep, finalises country programme
. |
Approval Government submits oountry programme as T/A request to UNDP HQ ]
UNDP presents country progremme to its Governing Council _
3 | After approval the document is accepted as a joint Govenunent/UHDP
Programme
4 | Executing agencies are assigned responsibility for preparing project DDF involves IC in preparing project
documents, For small-scale projects this is a desk elaboration of documents including IPPA. A field visit
the country programme description, For large projects, FAO may may be neceasary. IC may alert financiers
provide preparatory assistance (6-12 months) for detailed planning
in the field, Project documents may include an IPPA
" 5 | Project documents are signed by UNDP, FAO and Government,
| FA0 (AGO) assumes operational responsibility
H!'_ i
Implement— 1 |FA0 (AGO and Technical Divisions) select and appoint project managers Advise on selection if IFP project
|§1‘3-9-’-‘- 2 | Project staff are briefed at FAO HQ Brief IP project managers/economists
3 | Bi-annual and technical reports are submitted by project to FAO May review for IP projects
4 | Project staff visit Rome and IC missions visit project country AGO mgy advise IC to contact project
(for other purposes)
5 | UNDP mounts a.d‘gq_g or mid-term review mission to project Participation desirable for IP projects
= to set framework for IPA report
Project submits draft final report for FAQ review Comment and propose adjustments
T |Project submits_ﬁi;al report Contact Tinanciers
L 8 [Occasionally UNDP nounts end—of-project, follow-up plaming IC participation desirable
missions -————J
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BUDGETARY AND STAFFING IMPLICATIONS

The growth rate of CP will depend on the demand for its services,
trends in its productivity and other factors outlined in Paragraph 91
of this report and in Attachment 2 of Anmex 5.

Important to the growth rate will be the extent to which pro-
ductivity gains are realized directly through an increase in CP output
per man-year or indirectly through an improvement in the quality of
CP's work that brings about long-term productivity gains for the Bank
and FAO. We have recommended the latter option and detailed some
of the relationships in Paragraph 90 of the report. &

Also important to gauging the impact of our recommendations
on CP's size will be the relationship of "down-time" to the pro-
fessional development and direct FAO support activities we have pro-
posed. Although bus-stopping is more economical for the CP than
paratrooping -- as the missions tend to be smaller and CP's report
writing burden lighter -- it could (because of travel constraints)
raise the level of down-time.

If the current and likely rates of operationally unusable down-
time exceed the time needed for professional development and FAO
support, these zctivities will entail little additional cost or growth.
On the other hand, to the extent the time exchanges we have proposed
effectively convert down-time to operationally usable time =-- by
yielding a future FAO mission participant in place of a currently
idle CP staff member -- the proportion of down-time available for
professional development and direct FAO support will shrink.

Because of the problems of time reporting that have been
described, we (and CP) have not been able accurately to measure the
level of down-time. Consequently we cannot confidently gauge the
additional cost, if any, of concerted professional development and
direct FAO support. We can, hewsver, hypothesize that if the former
is properly done it will (in addition to improving quality) increase
productivity by more than enough to offset its entire cost. The
latter, if properly done, should yield immediate benefits to FAO well
in excess of the total cost to CP and -- to the extent it increases
the frequency with which FAO activities create a practical basis for
investment -- will also yield major long-term benefits to the Bank
and, of course, to the member countries of both organizations.

To suggest illustratively some of the factors and magnitudes
that might be involved, we attach a table of some of the more signi-
ficant staffing and productivity implications of this report. It
assumes the present volume of work and level of CP budget.
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Even with a constant budget, the staff size of CP could expand
significantly. Time exchange is likely to cause an increase in CP's
staff at the expense of its consultant budget. UNDP, World Food
Program and Trust Fund investment infusions will result in staff
increases which are financed outside the CP budget.

Given all the factors and constraints that exist and the time
lags implicit in the budget process, our guess would be that the
CP's budgetary growth rate in the next several years would fall
between 5 and 10 percent annually (in constant prices). The growth
rate of staff would exceed that -- by a margin dependent on the growth
rates of time exchange and reimbursed investment infusion.

creases in the demand for and scope of CP service, in the productivity of
CP, and in the quality and impact of CP work.

Overall, we would expect that there will be significant in-
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Table 1

CHANGE

Time exchange with FAOQ
and non-CP IC

Additional Deputy, CP
Operations and Secretary

Senior Specialista (25%
of perhaps © men
Emphasis on profesaional
deve lopmen

More puidelines, medels,
formats

Mora routine project
definition by CF prior
to preparation

Issues Paper replaces
BTO

Yellow Cover Clearance
by Bank eliminatad

More busg-stopping

10. Participation in Bank

11.

12.

13.

15.

appraisal and supervision

missions (in lieu eof Bank
staff or consultants)

Direct FAO Suppert

TUNDP and WFP infusion

Third service chief

Improvad administrative
support services (in-
cluding creation of 3
Operations officers)

Improved management
systems -- i.e. project

generation planning, time-

tabling, time reporting,
programming, budgeting

Total increase in profes=-

ESTIMitED STAFFING IMPACT ON oP**

_COMMENTS _

RESULTS

CP staff increasingly engagaed in non-

CP work: greater 1likelihood of FAQ
men on CP missiona

More top level management time to pro-
vide lsadership, 1liaison, quality con-
trol, ete.

Improved professional development and
technical leadership will help the
staff mature faster and become more
productive and effective. The produc-
tion time for policies, guidalines,
etc, should be more than offset by
resulting reduction in report writing
and review time, more useful reports.

Small numbser of additional missions and
reports; briefer reports, but eagiar
more efficient preparation

Early Bank input will reduce the likeli-
hood of CP's work being subsequently
altered or rejected

Raduction in lapsed time from report
completion to country receipt and in CP
waiting and revising time.

Smaller more freguent missions, mlti-
project missions, but countries assume
much of report preparation burdsn

Time lost to CP work somewhat offset
by more effective identification and
preparation. (Present 7.75 CP man-
yaars per year should be more evenly
distributed among CP staff). Gross re-
quirement is 10-11 man-years, i.s. a
net increase of 3 man-years.

Working group, seminar participation;
preparation and review of papers;
advice and assistance

Increased investment pay-off far in
excess of additional input

Improved service management

Reduced administrative burden on
managers, faster word processing,
better use of available data

Batter resource utilization and im-
proved Bank/CP relationships

sional staff (excl. Iten #12)

+ L

c

No net additional cost despite esti-
mated need for from 3-6 rew positions.
Positions financed from P consultant
budget and FAD reimburserants; FAO
staff input offsets reduced CP usage
of consultants.

No immediate cost if Director assumes
these responsibilities at the expense
of his external duties

Assuming resulting 5% decrease in
overall report writing time

Assuming resulting 5% increase in
overall productivity.

Perhaps savings to the Bank from
avoidance of CP "false starts," mis-
directed effort; reducticn in post-
preparation "drop outs.”

Assuming resulting 5% increase in
productivity of report writing

Savings for Bank of perhzps 1 man-
year (after subtracting time to
comment on Issues Paper)

A guess, as rate of increase cannot
be predicted but productivity with
bus-stopping appears to be more than
30% higher (See Annex 2, Table 1)

_ No supplementary cost toc WB or FAQ —-

although total cost should be shown
in CP budget -- as CP staff replace
Bank staff or consultants and WB pays
full cost of CP staff on Bank
missions. Probable long-term quality
and productivity gain frem resulting
professional development, increased
convergence of Bank and CP views.

Benefits accrue mainly te FAO, but
also -- in the long term -- to Bank
through increased project recognition
and FAO investment impact. No net
direct cost to FAO. Cost to CP
depends on relation to dewn-time, the
present lsvel of which is unknown.

Possible 6 additional man-years in
IC, but they would be funded ex-
ternally -- i.e. by UNDP, WFP, or FAO.

The productivity gain from enhanced
managerial capacity will more than
offset the additional overhead cost.

3 junior profassional and T new G5
positions offset by reduction of 9
present GS posts (working paper
furnished separately to IC manage-
ment), release of service chief time
for non-administrative tasks. 5%
productivity increase likely from im-
proved support and reduced administra-
tive distraction of managers.

The cost of planning and coordinating
systematically probably is leas than
the present cost of improvisation.

‘The cost of good time reporting is

additional, but compensated by result-
ing increases in the capacity to plan,
manage and control.

# This table 18 highly conjectural and should not be regarded as anything more than a suggestive aid to contemsla-
tion of soms of the. productivity and cost implications of our principal recommendations.
#% Baged on present size and workload.
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BASIC REFERENCE DATA

WHAT CP DOES IN RELATION TO BANK ACTIVITIES

Primarily, CP helps developing countries identify and
prepare projects that the World Bank can then appraise
and finance.

In the foliowing, we summarize quantitatively:

A, The relationship of Bank and CP effort

B. CP's impact on the Bank's approved lending
program

C. The distribution of CP mission days by
subsector and within Regions

D. The distribution of CP subsector effort
among Regions

E. The distribution of CP mission days among
activities

F. Other activities
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A Relationship of Bank and CP Effort (Tables 1 and 2)

1.

South Asia
Bast Asia
EAF

EMENA

WAF

LAC

While in FY 1974 only 18% of Bank agriculture time was
consumed in preappraisal work, 84% of CP's mission
days were for pre-appraisal — = 50% for preparatiem,
34% for identification/reconmaissance. The Regional
distribution of these efforts was as follows:

CP Mission Days for Preappraisal Bank's Prea.ppﬂiii.i'Time

43% 16% 15%

26 20 17

11 9 22
9 21 ' 19
6 1 . 6

' - x4 21

99 101 100

All Regions' %

of Total

2.

3e

4.

5e

6.

50 34 18

WAF's low usage reflects its small share — — 6% = = of
total Bank preappraisal effort and the extensive use of
FAC by WAF countries., Their use of OP is expected to
increase as the proportionate reliance on FAC decreases.

EAP'g use is hald down by the presence of Regional Mission
t Africa, Nairebi; but is still significant in
forestry and in francophone countries,

LAC'® low usage for preparation and high usage for
Tdentification/reconnaissance in FY 1974 may reflect the
techniocal capabilities of many countries of the Region,
but alse is at variance with the five year totals.

Economic and sector work consumed 11% of Bank effort and
2% of CP's mission days in FY 1974.

Appraisal werk consumed 12% of CP's mission days and
34% of that was for the S. Asia region.

- "
R
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CP's Impact on the Bank's Approved Lending Program ( Table £

1.

2,

3.

Of the 164 agriculture projects approved by the Bank's
Board from July 1972 through February 1975 CP had

assisted in the preparation of 65, (37%) --

EMERNA' s ?%1_% ‘1{'70_
South Asia's ha 12
LAC's 46 12
East Asia's 30 7
EAF's 25 8
WAF's a3 9

Because many of the non-CP-aBsisted projects in the period
were repeaters or prepared through "piggy-backing",

the 37% figure significantly understates CP's impact on
new project work in agriculture.

By gubSector the -'p;.t{ém varies widely:

Figheries 86%

Irrigation 51

e.g. South Asia's 100%
EMENA' s 83
Bast Asia's 14

Livestock. 50

Area./ rural development 19

e.2e South Asia's 100
EAF and East Asia's 0%
The overall trend of CP's comtribution is upwards in

South Asia, downwards in East Asia and Africa; wunolear
in EMENA and LAC.

a9
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C. Distribution of CP Mission Days by Subsector and Within
i.gionl (Table &) '
1. Most CP mission days in FY's 1972=74 were used ing
Area/rural development 27%
Irrigation 18
Forestiry 10
2, In LAG, 56% of CP's mission days for the Region were for
area /rural development in the three year period, 80%
in FY 1974,
3. In Eagt Asia, 22% were for ma/ru:ml development in
The three years; 43% in FY 1974
4., EMENA's and South Asia's largesi shares in Fi's 1972=74

were For irrigation — — 38% and 23% respectively.

D, Distribution of CP Subsector Effort Among Regions (Table 5)

1.

2,

3.

4.

He

In _avea/rural development, the greatest share of CP
miss congistently been devoted to LAC - -

45% for FY s 1972-74.

In i#pigation, EMENA had a disproportionate share (76%)
mﬁ%‘; did South Asia (B6%) in FY 1974;
Bast Asia's usage has been negligible.

In forestry, South Asia used more than half (71%)
E"‘H"‘w’f?md 1973 (61%); Bast Asia (37%) and
EAF (40%) were heavy users in FY 1974.

In education, EAF has been a disproportionately heavy
uger = = 27% for F's 1972=74; South Asia's use has
been erratic — — 66% in FY 1974, 0% in 1973.

Credit days went 72% to LAC in FY 1972 and 92% in
FY 1073 but dropped to 7% in FY 1974.



E. Distributien of COP Mission Days among Activities (Table 1)
Over the past five years, CP mission days have heen expended
as followss
FY '70 =174 FY '13 4 4 'z&
Preparation 55% 67 50
Ident./Reconn, 25 16 34
Appraisal 9 8 12
Economic/Sector 8 T 2
Bupervision 1 i1 1
Other 2 1 2
1. Esgienel Ssage pattierus have varied videly from o s
year; LAC, for example, used T8% of its
for identifioatian/fnconnaissauee and 13% for
preparation in FY 1974, while in FY 1973 the propertiens
were reversed — — 12% and 78% respectively.
2. - Usage patterns over time within each activity also fluctuated
widely in the larger regions (Table 6):
Share of CP Mission Days on Share of CP Mission
~ Preparation
R '74 13 172 FY 74 i} 12
East Asia 26% 9% 12% 20% 35% 6%
South Asia 43 26 28 16 21 0
EMENA 9 26 39 21 19 16
LAC 4 30 11 34 19 66
F. Other Activities
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CP alsc is responsible for:

1. Oveiééeigﬁ FAO-executed UNDP-funded projects in which
the Bank has declared a "special interest"

2, Advising the Bank on request « ~ both directly and,
a8 appropriate, on FAO's behalf = = with respect to
policy statements issued, needed, or in preparation

3. Assisting the Bank in locating suitable FAO staff for
Bpec assignments

4o  Formulating Project Preparation Guidelines

5. In general, but as one of many channels, helping assure

that the Bank and FAObscome more fully aware of each other's

activities, concerns, resources and constraints.
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T "APPROACHES TO PROJECT PREPARATION WORK

In this section on approaches to project preparatiaon work we discuss
in turn:

A.

i Sources of preparation assistance

B. Preparasion for preparation work

Ce The preparation task

D, Methods of assisting preparation

B. Rela.tiénnhips during the preparation process

Sources: of Preparation Assistance

1.

2.

Country Responsibility. Unlike a.ppz"a.iaal, which is a
nazﬁlegusle Bank responsibility, preparatien ie properly
and primarily a country responsibility.

Asgigtance Required. Occasionally projects suitable for
T:EE_ appmug and financing have arrived from sowntries
without any prior form of external assistance, but usually
some form of preparation assistance is required.

Numerous Sources. Preparation assistance can be funded er

provide! from numerous sources:

(a) Bilateral donors (e.g. FAC, USAID)

(v) UNDP#

(¢) A UN specialised agency

(d) Consultants — either separately, in conjunction with
another source or through "piggy-backing™ on an
existing Bank-financed project

(e) The ?ank itself (whether from Washington or a field
post

(f) A "cooperative program" between the Bank and another
agency

r_'_Z.I-'.dem'.:l.fic:_a,t:'Lon'f' Work

Before the Bank can oonsider measures towards the provision of
needed preparstion assistance, it must identify a potential
project which it might be prepared to finance,
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"Identification". The term "identification® is usually
used ioosely (with some resulting confusion) to encompass
three activities:

(a) Project Recognition. Recognition of a project idea
as potentially viable and consistent with country
desires

(b) Project Selection. Selection of a project for
preparation (and perhaps pro-prepara‘tion) woxrk with
a view to Bank financing —~ = because it seems to be the
best available combination of intrinsic merit, country
support, and congistency with Bank assigtance strategies

(¢) Project Definition. Development of a
selected project idea to the point at which it is
prudent and efficient to commit the level of resources
necessary for detailed preparation.

P‘ rposes of Project Definitién. The purposes of project
efinition are to:

(a) Reach a decision that further detailed preparation
work is justified

(b) Identify major issues, options, and alternatives
and make some initial choices.

(¢) Establish a broad range of financial magnitude for
the project

(d) Bstablish a preliminary preparation program.

Bank "Identification" Systems. Reconnaissance missions
and country sector work are routine means of project
"recognition", but much recognition also occurs threwgh
other means (such as supervision work). Project
"gelection" is often & result of country economiec secter
work and Bank couniry programming systems. ''Project
definition", the least systematized of the three, is
sometimes hastily or superficially done and sometimes not
done separately at all — — i.,e., merged with the detailed
preparation work.

Pipeline Planning., Attention paid to the planning of
selectionsproject definition and preparation work varies
widely from WB division to division; there is no Bank—wide
or agriculture sector-wide system for planning project
generation work and no consistent pattern of assigning
respons8ibility within divisions to see that it gets done.
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The Preparation Task

1.

Creative Aspects. Although the judgments made during

preparation are not irrevocable (in contrast to those
made at appraisal), preparation work is widely
considered by Bank staff to be the most difficult and
creative aspect of the project cycles

2. Preparationt's ose., The purpose of project preparation
(in the Bank context) is to develop a project concept to

3.

the point at which it is ready for Bank appraisal and — -
with minimum change — - subsequent approval for financing.
Thie ideally requires development of a project design

that satisfactorily resolves all major technical, economic,
financial and menagerial issues (although - — because of
broader implications which may not be susceptible to
resolution until appraisal — = the latter may sometimes
have to be addressed through options).

rposes of Pre tion Assistance. The purpose of
preparation sssistance is not only to enable a country
to develop a suitable project for financing and te present
in its loan application the required technical, ecenemic
and financial justifications, but also to:

(a) Assure that the country fully understands the
project

(b) Help bring about full country commitment to the
projeect, and

(¢) To the extent feasible, leave the country better
able in the future to prepare its own projecis.

Methods of Assist ing Preparation

1.

Three Methods. The joint task force found it useful

to distingu{ah among three methods of assisting countries
in project preparation., In practice, the differences are
differences of degree.

(a) Paratrooping. Typically, the "paratroop-style"
preparation assistance team will spend four weeks
in the country, summarige their early findings to
key country officials at the end of the visit and
then return to HQto write the preparation repert.

(b) Bﬁi;étognggﬁ. The "bus-stopping” approach typically
entails an initial visit to map out work to be done
by & local preparation team, followed by periodic
visits to review progress and provide assistance and
perhaps by a final visit to help with "packaging” a
report written principally by the local team. A
variant of "bus=stopping" could be termed "shuttling"
in which the visits (often from a regional field post) tend
to be much shorter and far more frequent.
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(¢) Sgquatting. Typical of bilateral donors and UNDP,
the ®squatter" approach entails residence in the
country of an expatriate who sometimes may have
technical aseistance duties beyond preparation
aasistance.

2. Presemt Patterns. For the 60 projects whose preparation
was completed in ocalender years 1973 and 1974, CP averaged
two misgions per project. 32% had one mission, 48§ two missions,
12% three missions and 8% had four or more. (See Table 1 of Annex 2)
From the World Bank's regional missien in Nairobi, it is
not unusual to have Bix or more missions to help with
preparatimn. Of FAO's UNDP-funded projects involving
"gquatters" overseas, approximately 25% are estimated to
entall investment potential.

3, Concensus. There is wide agreement that:

(a) If the smpeed of project preparation were an overriding
consideration the paratrocp approach would be best

(b) Paratrooping sometimes is the only feasible
approach

(c) Speed of preparatinn should enly in rare cases be
a paramount consideration — = given the possibilities
for advance planning and the disadvantages of cutting
preparation corners

(d) Bus-stopping tends to improve country understanding,
commitment and capabilities = = and hence implementation.

Relationships During the Preparatien Precess

1. Prime Responsibility to Country. No matter who is
providing it (e.g. & Bank resident mission, consultant,
CP) or what method is used, Bank-related preparation
asgistance is primarily and properly a service to and
for the benefit of the developing country. While the
pressures and constraints inherent in the objective of
developing a project that meets Bank standards - -
combined with the knowledge that the Bank is at least
partially financing the preparation assistance effort — -
may sometimes create an apparent duality of accountability,
CP and Bank staff are close to unanimous in acknowledging
the prime and immediate responsibility to the country.
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Fiduciary Role. Responsibility does not mean subservience.
A in any fiduciary relationship, the provider of the
service (e.g. CP) is responsible for exercising independent
professional judgmenis — — i.e. for resisting pressures to
do or recommend things which are considered unsound = -
and, in the case of CP, for rendering advice as to what the
Bank may or may mot find accepiable.

Bridging Procedure. A common procedure, widely approved

in both institutions, is for one member of the CP f{eam
that was invelved in preparation assistance to be

present during the first week of the related appraimal
mission,to help the country describe and defend the project
to the Bank team and to acceleraie the Bank team's
comprehension of alternatives and issues.
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III, BANK/ ¢t OPERATING PROCEDURES

In this section, we briefly outline present Bank/CP operating
practices and procedures affecting:

A. Country economic/sector work

B. Project "identificeation™

Ce Project preparation assistance

D. Project appraisal and supervision
A. Country Economic/Sector Work

CP's occasional participation in country economic/sector work
is through provision of staff members to Bank-led missions
(or facilitating arrangements for FAO staff to participate)
except that in a few instances, CP has mounted and led
sub-sector analyses (e.g. Forestry and Livestock in West
Africa).

B. Project "Identification”

1s Prnasét Recognition. CP occasionally partioipates in
led reconnaissance missions and sometimes leads
ite own on a sub-sector level of detail (e.g. Irrigation
in Ghana, Fisheries in Indonesia.,) Also, it can lead

and conduct overall agricultural reconnaissance missions
(as in Turkey). o

24 Project Selection. This is a nom-delegable Bank function - —
there ie no formal role for CP except to the extent that
selection decisioms may be implicit in reconnaissance and
sub-sector analyses.

3. Project Definition. CP frequently does project definition
work, usually as & prelude to its own preparatimn work.
The so-called identification reports are subject to the
same procedures as preparation reports (see below), except
that the pre-preparation Bank/GP dialogue tends to be
somewhat fuller where there has been a project definition
stage than in those cases where the stage has been omitted.
Project definition work, however, frequently does not result
in a comprehensive report.
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Project Preparation Assistance

Essentially, the normal preparation assistance procedure
is as follows. (Further quantitative data are pro-

vided in Tables 11:6 and 11:7.)

1.

24

Pre-mission Procedure

(a)

(v)

(c)

CP prepares draft terme of reference at Bank request
(often made in the CP/Bank semi-armual coordination
meeting).

Bank clears or comments on terms of reference and approves
staffing; mission does preparatory work in Rome (average
of 4.5 man-weeks, 2.2 weeks lapsed time); mission departs.
(On average, a CP mission has 5 members, 1.3 of whom are
consultants. An average CP staff member goes on 3.2
missions per year.)

'If the mission is for LAC, it will wswallystep in

Washington for consultation en route; if it is to
another region, Washington consultation may still
occur in special cases. (Prior to or during each first
CP mission on a sample of recent projects, there was
mission leader/Bank dialogue in 96% of cases; when
there was such dialogue, 58% was "face-to-face").

Post-mission Procedure

(a)

(v)

(e)

(a)

When the mission returns (usually via Washington from
LAC) it prepares a Back-to-Office Report which is
circulated in the CP with a copy to the Bank. Where
no preparation report is necessary, usually a
"Back~t0-0ffice—and-Full-Report" is prepared. (The
field work = — including Washington stop-over as
applicable = - lasts an average of 4.6 weeks).

Occasionally (e.g. where there may be particularly
interesting issues), the CP will hold a "debriefing"
session for its Rome staff, based on the Back-~to-Office
ROPOI‘to

Occasionally, the Bank will comment on the Back-to-
Office Report — - especially if it has highlighted key
questions concerning which guidance is sought.

Where, a8 is usually the case, there is to be a CP
preparation report, the mission writes it. (The

report writing, through release to the Bank of the yellow
cover, consumes an average of 8.1 weeks or 24 man—weeks ).
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INTERNAL MANAGEMENT OF THE IC

We outline in turn IC's present:

A. Structure
B. Work programming, scheduling and control
C. Staff development
D. Administrative support
A. Structure

Located in the Development Department of FAO, the Investiment

Centre consiste of the FAO/WB Cooperative Programme which has

$wo regional services (Service I covers Europe, the Middle -

Bast, North Africa and Latin America; Service II covers

West Africa, Bast Africa, South Asia and East Aaia/Paciffc),

and a2 third unit which serves cooperative programs with IDB,

AsDB and AFDB and manages the "Bankers' Programme" *, Each

CP Service is headed by a Service Chief and has a position

for a deputy chief. These Services have 31 and 29 on-board
professional staff respectively. Bank approval is required for

all new appointments., The IC Service unit is headed by a
Coordinator and has 7 professionals on board at HQ as well as
several outposted staff. The "front office" of the Investment
Centre has a Director, a Deputy Director, and two Senior Advisers, _
one of whom is now engaged primarily on work for CGFPI. The
Programme Coordination and Administration Office has 3 professionals
and consists of four sub-units: Documents, Personnel, Budget

and Finance, and Registry (files).

Be Work PEEEEEPmiHEI Scheduling and Control

Essentially, CP's work programming and scheduling are driven

by Bank needs. Semi-annually, the CP Serwvice Chiefs and

Director confer in Washington with Bank Assistant Directors and
Division Chiefs (in the presence of the CP Coordinator) to

discuss the future work to be done by CP. Decisions about

what CP will do and when are unavoidably as much a resalt of

the anticipated availability of particular sub-sector specialities
(with the right language competence) as of overall more abstract

criteria. Travel mchedules are then produced by CP each month by project.

and staff member, Changes (mostly Bank requested) are frequent.
No project timetables aB such are printed. Financial coentrol
is exercised using the FAO-wide system. The Bank's time
reporting system is in place but not used (or not usable) for
management purposes,.

*#  The Bankers' Programme involves 15 national development banks

and 16 national and private financing institutions in developed
countries.
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Staff Development

For professional staff development, reliance is placed
primarily on on-the-job training during missions. There

are also occasional seminars, formal discussion meetings,
debriefing sessions and - = to a diminiehing extent = =
semi-formal meetings of staff members with the same technical
speciality. There is no formal orientation for new employees
of the IC, no employee perfermance evaluation system and no

- consclous planning for staff development.

Administrative Support

1.

2.

3.

4.

By FAO. Under its agreement with the Bank, FAO-proper pro-
vides to the IC space, personnel services, financial

services, reproduction services and office maintenance,

supplies and equipment. Space is extremely limited and

report reproduction facilities are primitive for the work

volume involved,

Within the Services. Secretiaries are provided to the ,
Services on a ratio of about one secretary for two professionals.
CP'e services also have statistical assistants; 1 in

Service I, 2 in Service II.

Pro Coordination and Administration Office. The IC's
Program Coordination and Administrative Office is
responsible for travel arrangementis, recruitment ,budget
and accounting, time-reporting coordination, files,
report production and the Documents Unit.

Front Office. Reporting to IC's Director are a Reports
and Liaison Officey and a cartegrapher.
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V. CP STAFFING AND COSTS

Ao Staffing

1.

2

3.

Size. At the end of 1974, CP had 69 professionals (75
authorized) and 47 secretarial/clerieal staff (53 authorized).
of these, the "Program Coordination and Administrative Office"
(PCAO) had 3 professionals and 12 general Bervices. In
addition, the Investment Centre "Service" (now called
"Central Office") had 10 profressionals (2 — - 4, as of

May 1, - - worked with IDB in Weshington, 1 with the Africa
Development Bank in Abidjan (2 as of May) 1 worked on the
Asia Development Bank, 1 on UNDP activities, 1 on the

Bankers' Programme and one report and liaison officer) and

6 general service: staff (of which 3 were working in the

PACO and included in the PCAO general services total).

Growth of CP. From July 1971 to December 1974 CP staff

grew by 19% (from 58 to 69) while Bank agricultural staff

grew by roughly 70% (from 120 to 205). In the same period,

total CP man-years - - staff members plus consultants plus

CP funded FAQ man-years — — grew by roughly 23%. The

proportion of total CP-furnished man-years (excluding consultants) to
total Bank agriculture staff declined from 53 to 37. (See Table 7)

Origin of CP staff. In the 5 years from 1970 through 1974,

CP recruited 52 people: 46% came from FAO, 35% had been
consultants, 19% had some other background. (See Table 8.)
Their median age at recruitment was 41 years. The average
tenure of today's CP staff members is just under 5 years,
though nearly one in five has been in CP since its inception.
Over the past 4 years, the level at which CP has "borrowed"

FAOQ staff (on a reimbursable basis) has stayed at approximately
7 man-years per year, ' ’

B, Coets

1.

2.

Cost Sharing. The Bank/FAO 75%/25% cost sharing arrangement

for CP does not fully describe the relative cost of CP staff
to the Bank. At FY'T74 price levels, a man-year of CP staff
time coet the Bank in total 36% lees than a man—year of Bank
projects staff time; 20% less than a man-year of Bank
consultant time. (Bank : US§61,100/man—year; CP : USH®39,120;
consultant : US$49,100). The CP man-year cost FAO a total

of US$18,325, a figure that would increase by about US$6,000
if the office space occupied by CP were not provided free

by the Italian Government* (see Table 9),

Travel Cost. Because Rome is closer to most developing

countries than Washington and FAO's travel rules somewhat

different than the Bank's, there is a further significant

cost consequence. If (based on 1974 data) CP's mission travel,
which is more extensive per capita than the Bank's, had been done
from Washington by Bank staff, the total additional annual _

cost wonld have been about US$403,000 or roughly US$5,000/man-year
-= see Table 10, (It is true that the difference would have been

* The IC is likely to be relocated soon in a separate, rented building.
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reduced slightly be a decline in CP/Bank Rome/Washington
travel for coordination purpeses, but this could well have been
offset by an increase in the need for such travel to help
coordinate the Bank and FAO proper in the absence of CP).
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VI. CP_RELATIONS WITH THE REST OF FAQ

There is eignificant interaction at all levels between CP and the

rest of FAO, bul it is usually based on personal relationships (&s more than
half of CP's staff come from FAO)., Little of it is planmed or

systematic and most of it is for CP's benefit. We explored the nature

of such interactions through a questionnaire to CP staff. (The aggretated
responses are displayed in Table 11,) Below, we summarize:

A.

B.

Ce

A. Director's contacts

B. Working Group participation
¢. Staff contacts

D, Contacts in the field

E. Contacts by Non-CP IC

Director's Contacts

IC'e Director participates fully in the management of FAO.

He is a member of The Director-General's Policy, Planning and
Advisory Board (PPAB) and has recently been appointed Chairman
of FAQ's Inter-Departmental Working Group for the CGFPI.

Worki Participation

l. Inter—Divisional Working Groups (IDWGs). CP belongs to
{0 IDWGs and  Steering Committees (See Table 12), but
is regarded by FAO as a reluctant participant except
when there is an explicit investment objective (e.g.
the Pulp and Paper Study). The CP contribution — - partly
because of extensive travel = = also suffers from a
lack of continuity of representation.

2. Joint Groups. "Joint Groupe" between the IC and the
Fisheries and Forestry Departments have been set up to act as
task forces to identify investment projects. The CP/
Fisheries (roup meets regularly and is considered highly
productive by both parties. The CP/Foreatry Group has not
yet met but is intended to formalise important existing
informal relations. :

Staff Contacts in Rome

l. Quantity. The average CP staff member spends almost 8% of
his work time interacting with FAO. He sverages 1.5
contacts per week, 70% of which — = in the aggregate —~ — are
informal.

2. Quality. According to mission leaders, 95% of these contacts
are either "very useful" or "useful", CP staff consider
their capacity to tap FAO HQ as either "vital" (17%) or
"important" (59%).
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3+ Natures CP's main contacts are with the technical Departments
(e.g. Agriculture, Forestry and Fisheries) (54%), and
Divisions of the Economics and Social Policy Bepartment (25%): 51% of
the interaction time is intended primarily for Bamk or CP benefit;
21%is intended primarily for FAQ benefit; - the balance ig seen
by CP as being for mutual benefit. The contacts are
predominantly for technical advice (28%), country advice (16%)
and data (15%). '

4. Other Contact.

(a) FAO Input., FAO staff provide about 7 man-years/year of
service to CP — = about 30% of its consultant-budget=
funded effort.

(b) CP Contribution, CP in 1974 had 10 formal but not reimbursed.
assignments exceeding one week to FAO, totalling 29 man-weeks
of which 50% was in the field. The CP time formally loaned to
FAO was roughly one-tenth of the FAQO time received by CP.

(¢) Professional Development. CP staff make considerable use
of FAO publications (partioularly of an economic and
statistical nature) and sometimes attend semimars and technical
meetings erganized by FAO.

Contacts in the Field

A pide benefit of the relationship ne¥ %@ be overlooked is the

use - = usually informal = - of FAQO field staff, FAO field staff
in 1974 numbered roughly 2,200 on UNDP-funded activities and 780
on other programs. With respect to 27 of CP's most recent missions
(as of 4 25/75), there were 48 "contacts" with FAO field staff,

30 of which were described by CP staff as "extensive". Of the
total, CP considered 94% "very useful" wmor “ugseful'.-. '

(See Table 11:2.)

Contacts by IC Service

The IC Bervice makes relatively heavier use of FAO's resources
than the two Bank-related services for at least the following
reasonss

l. Bamkers' Programme. The Bankers' Programme, with its
"commercial' approach to development financing and
interest in agro-industries, has established close links
with the FAQ Industry Cooperative Programme.

2, FAQ Rog%onal Office Funding. Some of the IC Service's
: activities are financed by funds administered by FAO

regional offices, staff of whioch sometimes participate
in the missions,
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UNDP,, The UllDPwfinanced post for investment follow-up
is located in the IC Service.

Staffing, The IC Service is staffed mainly by economists

and project analyste whose need for FAO technical input
is greater than that of the more specialigzed CP staff,
FAO staff are invariably involved in reviéws of IC reports.



Vil

FAO/BANK RELATIONS NOT INVOLVING CP

BRD
Page 21

The CP has not been and should not be an exclusive channel for
relations between the Bank and FAO. In some casee the CP has
promoted new links while in others extensive coordination has occurred
with no CP involvement. Points of FAO/Bank interaction, outside the

formal ACC heads—sef-agency meetings, include the following (See also
Table 13):

A.

B.

Ce

Formal Inter-agency Agreements

- Commodities. FAO's Commodity Division reviews and clears
all Bank appraisal reports with agricultural commeodity
implications.

~ FAO/WB Cooperative Research Project on Small Farm Statistics.
The Bank is sponsoring an FAO inter-divisional study of
small farm characteristics and development potential.

- FAOQ/WB East Africa[ﬂear East Meat Study. This is a joint
study of prospects for producing more meat in Bast Africa
and marketing it in the Near Bast.

- Sector Work. FAO and the Bank have agreed in principle not
to carry out agricultural sector studies in the same country
in the same year.

Jointly Sponsored Committees/Institutions

FAO and the Bank, together with other institutions, meet as
Jjoint sponsors of several inter-agency groups including:

—~ UN Protein Advisory Group (PAG)

— Consultative Group on Food Production and Investment (CGFPI)

- Onchocerciasis (River Blindness) Centrol Programme

Informal Contacts

Numerous infommalcontacts between FAO and Bank staff (both at HQ
and in the field) exist, are of significant value to both
organizations and alepo frequently serve as precursors of more
formal relationships. The commodity staffe of each institution
generally exchange draft papers for comment and meet a&tcommodity
group consultations. Bank staff are frequently invited to, and
occasionally attend, FAO technical meetings and study groups
(eege the Pulp and Paper Study). FAO forestry staff assist
regularly in EDI teaching. EDI provides training materials for
FAO'e project analysis training courses. Bank and FAO staff have

conferred about the nascent PICASA (Programme of International
Cooperation in Agricultural Sector Analysis).

Consultative Group on International Agricultural Research (CGIAR)
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Field Contacts. Bank missions frequently contact FAO field

staff for advice and sometimes assistance. Although there
are occasional formal arrangements, éontacts,are“ﬁgually made
informally to save time and avoid the complications of "channels,"
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VIII. THE UNDP DIMENSION

In this section on FAO-executed UNDP-financed projects, we outline

in tumns:
A, Magnitude of the task
B. The UNDP project cycle
Ce The "invemtment orientation" process

Ao Magnitude of the Task

FAO employs approximately 2,200 field staff to implement
roughly 600 UNDP-funded large-scale technical assistance
projects which cost approximately US$100 million/year.

The teotal value of UNDP-projects now under administration

is US$400 million., In 1974, 395 new projects (of which

138 were large—scale) were started. Of the 184 investment=—
oriented projects approved in the 3 year period (from 1972~
T4), 21 were classified by UNDP Resident Representatives as
"iInvestment Support", 63 as "Preliminary Investment Potential™
and 100 as "Investment Potential", The Bank has declared a
"special interest' in approximately 30 current projects --
which entitles it, with country approval, to receive all the
documentation and suggest modifications. For Bank “"special
interest" projects, CP is the Bank's designated 'watching agent,"

B. UNDP_Projéct Cycle

The UNDP project cycle is detailed in Table 1 of Annex 7.
‘Broadly, it is as follows:

l, FAO, through Programming Missions, assists the country to
define an agricultural project pipeline

2. UNDP Resident Representatives negotiate a country programme,
including agrioultural projects, with Governments

3. After revision by the executing agemcy and finalisatien in ihe
comtry, the coumtry programme is presented by UNDP to its
Governing Counecil

4, Bxecuiing agencies are assigned implementation responsibility
and prepare a Project Document for signing by the agency,
Government and UNDP, (FAO receives a management commission
of about 14% of the value of commitments) .

5. Executing agencies recruit staff and activate the project

6. UNDP mounts a mid-term review mission

T« Project staff prepare technical and final reports
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Ce. "Investment Orientation™ Process
1. w. From 1967 to 1970 CP organized annual UNDP,
WB and FAO reviews of all FAO /UNDP projects and then

2.

5,

undertook te follow-up those large enough to be of interest
to the Bank. In 1970, UNDP established an Investment
Follow=up Division at UNDP HQ and appeointed Investment
Officers in each Regional Bureau. At the same time, it
financed 2 (later reduced to 1) Investiment Follow-up
officera in the FAQO IC Service. FAO as Executing Agency
is now responsible, through its Investment Follow-up
Officer, for preparing (or arranging for an IP project to
prepms two reports — — the "IPPA" (Investment Potential
Preliminary Analysis Report, nermally produced in the
preparatory phase of the project) and the "IPA" (Investiment
Potential Analysis Report, assembled towards the completion
of the project). The CP services retain the respemsibility
of overseeing the Bank's "epecial interest" projects.

Purpose of IC Service Involvement. IC has sought, within
severe staff limitations to:

(a) Identify those FAO/UNDP technical assistance projects
of potential relevance to the investment programs and
strategies of fimancing institutioms.

(b) Help key FAO/UNDP projects to the methodological
requirements of financing institutions

(c) Present IP projects to financing institutions for
inclusion in their pipeline

Extent of Involvement. Since 1971, the IC Service has
Teviewed 15 Country Programs and conmtributed to 120 projects
throughs

- 20 field missions

~ 73 desk reviews (technicasl, progress and final reports)
- 42 comments on project documents

= 19 project staff briefings

- 9 "Task Force" meetings
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ACTIVITY ANALYSIS

WAF (which used 6% of CP's total mission days) used &42% of its share for appraisal work in FY74.

*# Tncludes consultants and FAO staff on loan.

* ‘ Zgg * =
CP MISSION DAYS BY ACTIVITY AS A PERCENTAGE OF TOTAL CP MISSION DAYS FOR EACH REGION (F¥s 70 - 74)
Feer. LDENT . /RECERE, APFRALSAL ECM . /SECTOR SUPERVISION ALL (ACTOAL)
P EpAGIo ITE
Al Reglons SPY 55 25 9 8 i 2 1007 | 27583
7% 0 34 12 2 L 2 1007 6137
=] 67 16 8 7 1 1007 6070
72 57 25 6 9 2 1002 5519
71 52 30 i 6 1 100% 4570
70 50 22 ) 15 - 3§ 1001 4887
EAF SFY a9 15 14 19 1 3 1001 | 2811
74 &9 26 9 6 - 10 1007 700
73 8 10 25 27 - 1007 481
72 45 19 16 16 3 1002 538
71 35 17 10 39 - 1001 &M
" 7n - 11 18 - - 100z 623
HAF 144 5¢ 7 16 19 2 2 100% | 1799
74 41 5 42 12 - - 100T 432
7% 83 12 i - 100% 249
72 29 5 B3 i - 14 100% 167
7 70 a s 17 1007 §=°
70 33 - 5 54 3 3§l 100 385
EAsia SFY 52 3% 7 5 % 1 100% | 4878
7% 60 31 6 ) 1 - 100% 1343
73 41 37 3 12 2 1002 935
72 62 12 9 12 5 1001 636
7 52 6 9 - 100% 1188
70 41 49 10 - - - foon 776
SAsia SFY 69 14 11 4 1 1 100%
74 69 17 13 1 1 - 1002 1928
73 72 14 7 6 1 1007 1484
72 82 - 5 11 2 100% 1067
71 54 26 18 - - 100%
70 53 - 26 1 - 10 || 1002 302
EMENA SFY 59 26 7 5 - 2 100% | 6753
T4 34 52 8 - 1 6 100% 825
73 76 14 5 4 - 1007 1388
72 T4 13 5 7 1 1007 1676
71 46 43 11 - 1002 1303
70 54 2 8 - 10 4 flioon 1561
LAC SFY 45 39 6 8 - - 100t | 5659
74 13 78 10 = - - 100% 899
73 78 12 8 2 - 1007 1553
72 25 65 - 7 1 100% 1375
7 56 25 9 10T 563
70 42 2% : 8 27 l - 3 flicon 1269
Preparatrion work accounted for 55% of CP's mission days in FYs 70-74; identification/reconnaissance work, 25%.
In S. 4sia, 697 of CP's mission days in the 5-year period were for preparation, anly 147 for identification/
reconnzissance. The highest proportions of identification/reconnaissance work were for LAC (39% of the
HIGHLIGHTS ‘region's CP mission days) and E. Asia (342).
Usage patterns of the reglons very widely from year to year:
LAC, for example, used 78% =f its CP =ission days for identification/reconnaissance arnd 13% for prepara-
tion in FY74, while in FY73 the proportions were reversed -- 127 and 787 respectively;
. EMENA, in F¥7&4, used 347 for preparation, 52% for identification/recennaissance; in F¥73, 76% and 14%
respectively. BRD
Table 1




DISTRIBUTION OF B

CP (FYs'70 - 74)

All Regions
EAF
WAF
Edsia
SAsia

- EMENA
LAC

CP_(FY'74)
All Reglons
EAF
WAF
FAsia
SAsia
EMENA
LAC

_BANK (FY'74)

All Regions
EAF

WAF

EAsia
SAsia
EMENA

LAC

1007
A

22

13
15

100%
20
13
15
18
15
19

55%=100 257%=100
- s 5
6 2
16 24
26 11
26 25
16 32

507=100 347=100
11 9
6 1
26 20
43 16
9 21
4 3

PREAPPRAISAL

187=100
22
6
17
15
19
21

HIGHLIGHTS

(MISSION DAYS) AMONG REGIONS BY ACTIVITY)

92=200
15

14
26
20
14

12%=100
9
26
10
34
9
12

527=100
18
17
15
20
15
15

ECON. /SECTOR

SUPERVISION

OTHER

8%=100
25
16
10
1%
15
21

27.=100

38
23
11

11%=100
26
12
8
24

30

1%=100
8
13
35
27
9
8

17=100

39
44
17

19%=100
21
10
16
11
21
21

27=100~
17

11
10

14

27=100
&2

40

TECH., ASSISTAXCE

#27=100
3
1
95
|
1]
1

Preappraisal work consumed 187 of Bank time in agriculture in FY74 and 84% of CP's mission days (507 for prepara-

tion, 34% identification/reconnaissance).

South Asia in FY74 consumed 15% of Bank agriculture preparation time but 43% of CP's mise

paration and 16% Jdevoted to identification/recounaissance.

ich

davs devoted to pre-

Fastern Africa in FY74 consumed 22% of Bamk agriculture time devoted to preappraisal, but only‘llz of CP's mission

days for preparation and 97 of those for identification/reconnaissance.

Western Africa's very low CP usage in preappraisal work (6% of the total for preparation, 1% for identification/

Teconnaissance in FY74) reflects its low proportion of the total Bank preappraisal effort -- 67 -- and extensive

use of FAC by the WAF countries.

Appraisal Effort. S. Asia has used the largest share (347 in FY74) of CP mission days devoted to appraisal and
also the largest share of Bank time (20%).

Economic and Sector work consumed 11% of the Bank's effort, 2% of CP's mission days in FY74. Tng :
able




Bank Agriculture Projeces

Approved

Total
Y75 thru Feb.
s

73

rerl

- Tecal
FY73 chru Feb.
Fr7a

7l
ez

WAF

Total
FYT5 thru Feb.
FYT4
FY7)
i
Tocal
Y73 thru Feb.
Fi74
Lage]
12

Total

FY73 theu Feb,
nma

FY73

Y12

CP aysisted Totral
FYT5 chru Peb.
FYla

FY?73

2

— e e —

&0
10

12

Total

FY73 thru Feb.
FY74

FY73

Y2

CP assisted Tocal
FY75 thru Fab.
P74

FYis

w1z

8

L

Total

FY?5 thru Feh
FY74
Ty
I

E_La.ﬁ;t;g Total
FYJI3 chru Fab.

tasia

SAsia

23

12

HIGHLIGHTS
37% of agriculture projects
approved in the past 44 months
had CP assistance:

. 617 of EMFNA's

. 52% of S. Asia's

. HEF 5% TAC's

. 0% of E. Asia's

. 257 of EAr's

. 23% of WAF's
Subsectors:

. Fisheries 867

. Irrigation 517%

(1007 of S. Asials,
83% of EMENA's,
14% of E. Asia's)

. Livestock 50%
. Area/rural develop-
ment 19%
(100% of S. Asia's,
0% of EAF's,

0% of E. Asia's)

The proportion of Bank-approved

piojects which received CP-
assistance has grown sharply
in S. Asia and declined

in W. Africa, E. Asia and

E. Africa. Trends are less
clear in EMENA and LAC.

BRD
Table



SUBSECTOR ANALYSIS

In FYs 72-74, 27% of CP mission days were in

Other subsectors were smaller.

. In LAC, most of the CP mission days were for area/rural
3-year period and 80% in FY74;

. In E. Asia, the largest share was for
43% in FY74;

. EMENA's and S. Asia's large

*

area/rural development, 18% in irrigatiom, 10% in forestry.

Includes consultants and FAOQ staff on loan.

development —- 56% in the

area/rural development —-- 22% in the 3 years,

st shares were for irrigation —— 39% and 23% respectively;

BRD
Table 4

&
PERCENTAGE DISTRIBUTION OF CP MISSION DAYS BY SUBSECTOR WITHIN REGIONS
-
B TOTAL FISEERIES IRRIGATION | LIVESTOCK INDUSTRY | PRODOCTION poersTeY | Epocavios | svesecyem |  semsecrom |
atL, mRoroms| CF MISSION BAVE

Totsl |1773% 5 18 $ 2 1 10 [ 7 7

IS 6137 & 21 1 3 1 10 2 4

¥i73 8 13 1 - [ n 10 L

¥72 5519 8 19 1 9 -9 11 ?
EA¥ Total | 1739 - 3 13 3 - 23 -] 10 b

FY74 7 - - - - 19 25 1 16

¥773 451 - 5 21 - 28 12 s 27

FYI2 398 - ) 23 10 - 21 23 8
HAF Total 858 100L8 3 26 8 22 - - 10 9 is h 6

P74 uhz 100% a 2 5 3% - | - 18 + 5 13

FY73 249 1002 - 45 - 2 - - - 21 2

71 167 |10c% 1% o 25 12 - - £ 1] - -
EA Total | 2914 wozf 8 22 17 2 1n - 2 9 1 16 10

FI7h 1343 100t f 10 43 - 4 17 - 19 2 3 2

FY73 935 1007 2 8 3% - 4 - - & 27 16

FY72 636 | 1007 15 - 27 - - - 5 28 12
5A Total 10028 3 15 2° 23 9 5 1 17 13 7 5

FYTh 1928 1003 7 17 - 38 10 - 4 20 = 1

Y73 1494 100% - 22 7 9 12 - 2 = 2 7

Y72 1067 | 100% 2 - - 16 20 % 18 = 10
EMENA Total | 3889 w0t 2 23 5 ] 14 .5 - 2 2 6 7

FYT6 825 worff 11 21 - 29 28 2 = « 3 6

FY73 1388 100% - 45 & 43 1 - : = 4 7

FY72 1676 | 100% - 3 7 40 - ] 5 11 8
e Total | 3827 100%§ 16 56 2 8 s - - 4 3 3 4

FY74 9 100% 1 &0 - 13 3 - 1 - 3 -

FY73 1553 1002 15 69 = 2 2 = 4 6 = 2

¥Y72 1375 |100% 25 6 6 n - 5 2 1 10

HIGHLIGHTS
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o Ty B L r—— EMATIE LIvERTOCE [r— voeeTie fr—— [e—— [
retons - ' :
ot 1% 1108 233 o nm 1w 208 1% e 134 1301
s 1t m 203 e 1307 593 1 " ¢80 893 3

Fri1 5080 7 2218 490 791 wr o - ” 512 4 41
et 3519 488 a8 s20f 1038 so07 170 £ 513 | - 322 sas

1 100 100 100 100 100 100 100 100 | 100 100 100 100 | 100 100 100 100 100 106 100 106 | 100 100 100 100 | 100 L0C 100 100 | 100 100 100 100 108 100 100 100 | 100 100 100 100 | 100 100 100 180
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EA  Totsl % 1 1 ED 1 19 & » - "
FY74 . on 33 n - 4 N & A -

-
nrn 12 0 - 41 - [ - @ 1w al

8A Total 25 13 1% 11 n 1 3 218 &4 43 26
FY74 3. ! 13 1% - 56 K. - 100 10 (13 -
FY73 5 - 13 22 ” &9 - - 1 - 54
Fr12 19 3 - - 1% - k] - n 7 =

DERA  Total 22 (] 19 iy &8 EY) A i
Fe73 ] - 2 10 ”» s = ) : £ N e

LAC - Total 2 54 . 43 1] 10 1l - - ] 9 &
FY74 18 7 » " ’ ) 4 < = & . . u
FY7) % /] e} - ] 10 ® - 13 &0 & .
i 1) 7 % I,I " ] - - " s n!

HIGHLIGHTS

In area/rural development, the greatest share of CP mission days has consistently and by a large margin been
devoted to LAC —- 45% of the total for FYs 72 - 74.

In irrigation, the pattern. varies —- with EMFNA having a disproportionate share (76Z) in FY73 and S. Asia a
disproportionate share (56%) in FY74. FE. Asia's usage has been negligible.

In forestry, the third largest subsector, S. Asia used more than half in F¥s 72 (71Z) and 73 (61%);
E. Asia (37X) and EAF (40%) were heavy users in FY74.

In education, EAF is a consistent disproportionately hesvy user (277 for F¥s 72 - 74); S. Asia used 66 of
CP mission days in FY74, but none in the prior year.

Credit CP mission days were predominantly devoted to LAC in FYs 72 and 73 (72% and 922 respectively), but in ERD
FY74, LAC use dropped to 7%. Table 5



ACTIVITY ANALYSIS

EACH REGION'S CP HISSIOH DAYS AS A PERCENTﬂ or m CP lﬂSSIOﬂ DAYS FOR. EACH ACTIVITY (FYS 70 - 74)
ez, IDEXT. /RECONN. APTRALSAL _ECow, (SECTOR ITEEISIN o ALL o
AL REGIORS SPY 5202 15153 ‘ 2508 132 =1 “y 27383 |
% 3050 2070 717 L& &1 113 4137
73 4892 390 el 406 36 35
7 56 1351 33 486 120 63 5519
71 572 1487 5 309 44 o 4970
70 2424 1060 &2 785 10 186 4887
g 100100 100 160 1001100 100 130 100 100 100] 130 100 100 100 100 160 100 100|100 100 100 100 100 100 100 100 100 100 100 100| 100 100 160 100 100 100
EAF LA 6 15 z% ) S 17 ==
i 1 3 9 29 - 0 1
73 4 s 2 3 - - '
7 ] s 28 19 15 2 1
7 | 6 5 s 53 - - )
70 18 - < e 15 - - - 1
UAF WY, 6 2 1L 'y 3 3 3
L3 6 1 26 S - 7
73, s 1 7 - - . 4
7 i 2 4 1 - 19 . 3
7 1 a 1 2 - 100 2
5. 0 5 = & 24 1
Eisis =13 1] 24 la 10 35 11 18
7% 26 20 10 23 k1] - n
73 9 35 6 2 50 s8 15
n 1 & 17 15 28 P u
4 24 e 29 &l 21 " - a8 - 2
Sisia ST 26 11 6 2 27 [ T
% 43 16 E7S i “% E31
7 26 7n 22 21 36 15 2
72 28 = 15 % 18 . 19
71 19 16 ] = 32 - 18
- . 7 - 12 4 - 21 5
ENEHA T | 26 73 0 s B % "
Th 9 21 9 = 17 &0 13
73 26 19 14 14 s 25 3
72 19 16 26 23 8 23 3
71 23 38 27 - - %
n 33 s 28 20 - % 32
TAC SHYT 18 37 E03 3 i) 0
7% 4 34 12 - - - 15
7 30 19 26 6 - - 2
n 1 66 5 1 10 s 25
71 12 10 10 13 0 - 11
e 0 22 29 37 - 21 _16 - |
HIGHLIGHTS
5. Asia's share of CP mission days has been increasing -- 19% in FY72, 24% in '73, 317 in '74; so has
E. Asfa's -- 11% in '72, 15% n '73, 22% in '74. EMENA's t&s been decreasing -- 36% in '7?, ?23% in '73,
137 in '74, '
In thes past 5 vears, & larger preoportion of CP mission days in the Africa regioms —— 19% in EAF and 1GZ
in WAF -- was devoted to economicz/secter work than im the other regions {in nona of which the proportlon
exceads 8%); EAT accounted for 237 of all CP mission days for economic/sector work, WAF acccunted for 18X.
Although 59% or more of CP mission dzvs have bzen The share of identification/reconnaissance
been devoted to preparation in each of the past work also has fluctuzted:
five years, the four non-African regions' share
of that work has fluctuated sharply:
TY74 FY73 F¥72 PY74 EY73 FY72
E. Asia 267 9% 127 E.Asla 20% 35% 62
§. Asia  43% 26% 287 S.Asia 16% 217% 0% BRD
EMENA 9% 26% 39% EMENA 217 198 162 Table 6
LAC 4% 30% 1% LAC 34% 19% 66%

-



# SINCE 1971, BANK AGRICULTURAL STAFF INCREASED BY 71%, CP BY 19% ....
# FAO-PROPER CONTRIBUTED RQUGHLY 8% OF CP-FUNDED MANPOWER ....

PROFESSIONAL AGRICULTURAL STAFF MANPOUER-L/

= CP Funded
FAO Total
cp staee &/ consultants &/ Fao Staee & Total (exrlucing
Consultants)
> ' % of % of as percent

Staff % Incr. umber % Incr. Number Total Number Total Number % Incr. of Bank
1971 120 s 58 " 3 174 5 6.6 76 % 52.5
1972 142 18.3 59 17 14 75 7 8.8 80 Sl 46.4
1973 164 5.0 63 6.8 18 20.2 8 9.0 89 11.3 43.2
1974 150 15.9 61 0 16 19.0 i 8,3 84 -5.6 35.7
End
1974 205 -5/ 7.9 69 13.0 17 -E'/ 18.3 1-5/ 7.5 93 8.1 37
Growth
over
full
period 85 70.8 1 19,0 4 1.2 2 0.9 17 22.4 -15.5
1/ Staffing figures are taken at July 1, except those for end 1974.
_2/ Regional Projects and CPS; 1974 figure includes Assistant Directors.
g/ Total effective CP staff; includes WB staff on loan, excludes CP staff loaned-out.

Source: Monthly Report of FAO Team Assignments.

3/ Full-time staff equivalent; calculated over the calendar year assuming 10 man-months per year,
5/ Estimated. BRD

Table 7



* QOVER THE PAST FIVE YEARS 46% OF CP RECRUITS HAVE COME FROM FAO.....

CY
cY
CcY
CY
CY

1970
1971
1972
1973
1974

Totals

% of all
Recruits

SOURCE OF CP STAFF HIRED FROM 1970 THROUGH 1974

FAO Consultants Other Total
é 3 & 11
3 - 3 6
1 { 3 31
5 1 1 il
9 | 1 17

24 18 10 52

46 35 19 100

Current median age of all staff is 46

Median Age at
Recruitment

43
30
46
40
42

41

BRD
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AT FY74 PRICE LEVELS, CP COST THE BANK
. 36% LESS THAN BANK STAFF

. 20% LESS THAN CONSULTANTS ....

| Cost to Bank Cost to FAO
3
Bank Regional Projects Staff‘/ $61,100/han—year -
2
CP Staff ) 39,120 (75% share) $13,040 &25% share)
+ 5,285 (overhead) 4/
18,325
3/ |
Bank Consultants 49,100 -

1

S

&

Includes regular salary at $22,575; other personal services (retirement, dependency allowance, staff
benefites and tax reimbursements) at $10,560; overhead (office occupancy, representation, staff
hospitality and contractual services) at $7,675; the full cost of secretaries and assistants at
£9,780; and travel at $10,500 (P&B data).

Total CP costs {excluding consultant fees and pro-rated consultant travel) divided by CP professional
man-years; includes $6,383Anan—year for operational travel, but no allowance for physical overheads.
Includes fee at $38,600 per man-year, operational travel at same level as for Bank staff ($10,500)
although it is probably much higher, but the data are available; no physical or clerical overheads
included (which are viewed as fixed costs); no procurement or Bank management cost included,
Estimated value of indirect services (Personnel, Finance, Accomodation Services, etc,) provided by

FAQ but not charged to CP, Figure would be about $6000 higher per man if FAO paid for rental of buildings,but

these are proyided by the Italian Government.

BRD
Table 9




#IF CP TRAVEL WERE DONE FRQM WASHINGTON BY BANK STAFF

THE TOTAL ANNUAL EXCESS COST WOULD BE ABOUT $403,000;

OR ROUGHLY $5,000 PER CP MAN-YEAR ,...

: 1 :
CP Hissions'/ - Excess Costs from Washington BY BANK STAFF (US$)
|
Round Man-days ' Air é/ &/ Lost Time
Region Trips on site?l Fares Subsistence in Transit Total
East Africa a3 623 $ 40,020 $ 9,525 $ 15,180 $ 64,725
West Africa 15 305 17,680 1,625 6,900 26,205
EMENA 54 888 69,730 17,845 24,840 112,415
Latin America 52 1,000 (28,170) 7,065 (23,230) (44,335)
East Asia and Pacific 57 1,532 41,910 14,615 (13, 340) 43,185
South Asia 84 1,858 .148,190 13,910 38,640 200,740
TOTAL: 295 6,211 289, 360 64,585 48,990 402,935
Per man-year 6/ 3.7 77 3,595 802 609 5,005
‘l/ Based on actual missions, FY 1974 but excluding attendance at meetings, seminars, etc. Source: CP Semi-Annual
2/ i.e. excluding travel time Reports
_g/ Long-term round-trip fares to capital cities, as at end 1974. Sources: WB Secretarial Guide;
FAO travel office and FAQ Manual.
ﬂ/ Including allowances for travel stopovers and rest periods, Sources: as for_g/
2/ To achieve the same man-days on-site, Bank man will generally spend longer in transit.
Calculated as (extra days in transit) x (cost of Bank man per working day (US$230) ).

6/ Of total CP-funded input, i.e, CP Staff + FAO staff + consultants (87.5 m.y.) less

7 non-mission staff (gives 80.5 m.y.).

BRD
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ANALYSIS OF CP QUESTIONNAIRE RESPONSES

RESPONDENT FROFILE

1.

Number of Years in CP:

More than: 0 2 5 10
but less than: 2 il 10

% of sample: 28% 26 28 20

2., Previous employment by FAO:

HQ & FAO
HQ Field Field Total Consul tant Other
% of sample 21% 24 13 58 18 24
II, SUBSTANTIVE CONTACT WITH FAOQ
3, Number of substantive matters (e.g., questions, issues, etc.) on

4,

which contact was made with FAD from 1 January - 31 March 1975.

: , Number per % of total
Contacts initiated: respondent contacts
By CP staf#: 6 47%
By FAO HQ staff: 3 23
By FAOQ field staff: 2 15
Mutually: 2 L]
Total: ' 13 100%

Average time at HQ during period: 8.5 weeks

HQ divisions with which frequent contact has been made over the past year:

Department/Programme Percent of total number of mentions
Agricul ture _ 48%
Economic & Social Policy 25
Development . 10
World Food Programme 7
Forestry 4
Figheries 2
General Affairs & Information 2
Administration & Finance it
100%

% Analyses are based on a sample of 53 questionnaires,

HIGHLIGHTS i
Of present CP staff, one in five
has 10 years or more of CP
experience; 28% less than 2 years.

Fifty-eight percent of respondents
have previously been with FAO,
either at HQ, in the field or both.

Substantive contacts average 1.5
per CP-man per week at headquarters,

CP is the primary initiator of
CP/FAO substantive contact,

Over half of frequent contacts

are with Technical Departments
(Agriculture, Forestry, Fisheries),
one quarter with Economic & Social
Policy Department.

BRD
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6. Degree and usefulness of contacts with FAQ (outside IC but including

field staff) during mission cycle, *

Degree of Contact Usefulness of Contact Total
Mission Very useful Little use
_Phase Contact Extensive Moderate Slight or Useful or Useless No. %
Pre- Agriculture Dept. 6 12 4 20 2 22 49
mission Econ. & Soc. Policy Dept. 3 6 4 12 0 | 13 29
Forestry Dept. 1 1 3 3 - 3 7
Fisheries Dept. ~ - 1 1 - 1 2
Development Dept. 2 2 - 4 - 4 9
World Food Programme = Ll o | 2 - _2_4
Total 12 22 1 42 3 45 100%
% 27% 49 24 94 6 100%
Field FAO Country/Rep./SAA 11 6 2 16 3 19 40%
UNDP Proj. Managers/staff 17 8 - 25 - 25 52
World Food Programme Repr. 2 X A _4 = _4_8
Total 30 15 3 45 3 48 100%
% 63% n 6 94 6 100%
Post= Agriculture Dept, 8 18 4 30 - 30 65
mission Econ. % Soc, Policy Dept. 1 5 2 7 1 8 17
Forestry Dept. 1 2 1 4 - 4 9
Fisheries Dept. - - - - - - -
Development Dept. - 2 - 2 2 4
World Food Programme = A A 2 = 2. .4
Total 10 28 8 45 1 46 100%
% 22% 61 17 oy a 100%
Overall Total 52 65 22 132 i 139 100%
% 337 47 15 95 5 100%
Average per mission 1.9 1.4 0.8 4.8 0.3 541

% Table covers 27 missions and shows the aggregate number of contacts estimated to have been made by

mission members in connection with those missions,

HIGHLIGHTS

During each preparation mission
cycle, members had an average
of 5 substantive mission-related
contacts with FAO,

Mission FAQ/HQ contacts out-
number field contacts by 2:1,
but each field contact is more
extensive, -

Mission-FAQ contacts are given
a high utility rating.

BRD
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9.

Purpose of substantive contacts with FAQ HQ or Field Staff in Rome:

Weighted %

_of total
Technical Adwvice 28%
Country Advice 16
Data ‘ 15
Review of Documents/Reports 14
UNDP/Bilateral Projects 12
Working Groups/Seminars 6
Staff Consultant Selection 4
Folicy Advice 3
Other _2

100%

Mode of contact with FAO HQ or Field Staff in Rome, ranked most
frequent (1) to least frequent (5):

Weighted %

of total
Informal meeting 29%
Phone 28
Formal meeting 17
By-product of social contact 13
Writing 13%
100%

Estimated proportion of total working time (excluding FAO non-CP

mission-related work) spent interacting with FAO/Rome:

¥ of total % of interaction

work time time
Interaction intended primarily for: '
-~ Bank or CP benefit 4,0% 51%
= FAO benefit 1.6 21
- Mutual enefit 2,2 28
Total 7.8% 100%

HIGHLIGHTS

- In almost 60% of cases, purpose of

contact is technical/country advice
or data. ‘

- Only 6% of contact (0.5% of total

vorking time - see 9 below) concerns
working groups/seminars.

- About 70% of CP/FAO contact is
outside formal channels (and
probably stems from FAO proximity).

- About two=thirds of interaction time
is for CP benefit, one-third for FAO
benefit.

- (Contact time at HQ represents about
6 man-years/year for CP as a whole,

ERD
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10. Non-CP FAO agsignments exceeding one week in which CP staff participated HIGHLIGHTS
in the last 12 months: -

No. of Time (weeks) :
Department Assignments Field HQ Total - Total CP time spent on FAO
Office of D.G. 3 3.5 2.0 5.5 assignments (29 man-weeks) is
Development 1 4.0 6.0 10.0 equivalent to only 1% of CP
Agriculture 2 3,0 2.0 5.0 ; staff man~years or only 10% of
Economic & Social Policy 2 - 2.0 2.0 FAO staff time made available
Forestry 1 - 1.5 1.5 to CP. (See Annex A)
Administration 1 4.0 1.0 5.0
Total 10 14,5 14,5 25.0

11. Work for FAO (Non-IC) during last mission:

% of missions g - Only in a few cases do missions
Yes: 11% undertake FAO assignments
No: 89

T1I, CP USE OF FAO DOCUMENTATION
12. FAO publications received regularly:

Reading Intensity
(As % of Total Responses).

Publications Always Often Sometimes Total - CP staff use a wide range of FAO
Monthly Bulletin, Production/Trade publications.

) Yearbooks (ESS) 22%  19% 6% 47% - Statistical publications (ESS, ESC,
AGL Technical Reports, Publications 11 6 2 19 FO) predominate.
Commodity Review, Projections (ESC) 9 11 7 27 ' =
State of Food & Agriculture (BSP) 11 4 6 29 —~ 41% of respondeats make extensive
CERES : ; 6 11 2 19 , use of FAO library.
FAO Conference/Council Reports 4 N 2 17
FAO Library - Lists, Selected Articles 2 11 2 15
Forestry Yearbooks, Reports  d 4 2 13
AGS Publications, Reports 7 2 2 1"
UNDP Mission/Tech, Reports (unspecified) 4 2 2 8
Others ‘ 11 40 4 55
Use of FAO Library by CP stafe: 1% 30 49 91%

e i S
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IV, UTILITY OF PAO HQ TO THE CP
13. Perceived value of CP's capacity to tap FAO Headquarters:

% of Replies
Of little significance 9%
Useful but not important 15
Important 59
Vital : 17

V. CP/BANX INTERACTION

14, Participation of CP Staff in Bank Missions and CP staff
visits to Washington:

During CY!74#% Epring CYg!72-'74%
Positive Average Positive Average

replies per replies per
as ¥ of reply as ¥ of reply
total total

Appraisal missions where CP

a, was involved in preparation 12% 1.0 31% 1.8
b. was not involved _6% 1.0 15% 1.8
¢. Overall: : 18% 1.0 46% 1.8
Supervision missions 9% 1.0 12% 13
Bank economic/sector review
missions 9% 1+3 27% 1.6

Other Bank-led missions (i.e.
identification, reconnaissance,

preparation)  18% 1.5 38% 2.2
Visits to Bank Headquarters: 62% 2.0 100% 4.3
Number of CP missions during

the period 100% 3.4 100% 9.1

For each period, 1st columm shows the perceatage of re.rillnut- vho had beem II. 

at least ome of the missions/visits specified, as a pércentage of the total
. numnber of respondents; 2nd colwan shows the average number of nissiens/vi.l:ltl
by those respondents included in the first column.

HIGHLIGHTS

Over three quarters of CP staff
maintain that their capacity to
tap FAO/HQ is important or vital.

Less than one CP man in five went
on an appraisal mission in CY 1974,
less than one in ten on a
supervision mission.

Only 54% of CP staff were involved
in any kind of Bank-led mission
over the same peried.

Only 12% of operational staff who
have been in CP for over 3 years
have been on a supervision mission,
almost two thirds have nct been

on any Bank-led reconnaissance,
identification or appraisal
missions.

Almost 40% of respondents did not
visit Bank HQ in CY 1974, but those
with more than 3 years in CP
average nearly 1.5 visits/year —
almost once per 2 missions.

BRD
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15. Perceived value of participation in Bank-led missions:

CP staff desire for occasional

participation in: % of total
~ Supervision missions 87%
- Appraisal missions 74
- Sector review missions 60

16. Receipt of relevant Bank documentation:

As % of those vho want document "Want"as ¢

Document Alwvays Often Seldom Never of replies
Economic reports 44% 33% 15% 8% 91%
Sector studies 39 4 12 8 92
Appraisal reports 45 29 18 8 92
Supervision reports 5 17 52 26 87
Issues papers/
decision memoranda 7 17 30 46 87
Policy papers/

guidelines 8 27 49 16 92
Central projects
memoranda 2 9 33 56 87
Working papers ~—~ 10 38 52 79%
Overall 17% 20% 33% 30%
VI, CHARACTERSTICS OF CP PREPARATION MISSIONS #
17. Identification missions preceding last completed CP
preparation:
Replies as
¥ of total
CP-led reconnaissance/identification mission 53%
Bank-led reconnaissance/identification mission 22
Joint reconnaissance/identification mission 16
None of the above 9

100%

* Information based on responses of 27 mission leaders concerning

their most recent preparation mission,

HIGHLIGHTS

- Nearly 9 out of 10 staff want to
participate in supervision
missions, three-quarters in
appraisal missions

- Overall, 63% of CP staff seldom or
never receive Bank documentation
they want;

- There is a strong unsatisfied CP
demand for Supervision Reports and
Issues Papers, as well as for
Policy Papers and CPS memoranda.

- About 70% of the reputed missions
were preceded by reconnaissance/
identification with CP involvement.

BRD
Table 11:6



18. Mission Leader/Bank dialogue prior to first CP mission onm project: HIGHLIGHTS

As % of ""yeg® :
replieg - Almost invariably CP mission leaders

. p had dialogue with the Bank before
Yes: 96% the first CP mission; half of all
in Washington 50 dialogue took place in Washington.
in Rome 19 (Further analysis of this data shows
in field ‘ 35 that dialogue was 'person-to-person'
by phone 19 in 58% of cases).
by correspondence other than routine
terms of reference clearance 35% !
|
19. Staff composition of missions:
Total CP FAQ Bank Consultants - The average preparation mission
bis ; consisted of 5 persomns, of which
Average no, per mission 5.0 3.0 0.6 0.1 1.3 ‘ 3 were CP staf®.

20, Lapsed-time and man-weeks by phase of mission cycle:

Mission Member

weeks lapsed man—-weeks
Average % of total Average % of total - Typical CP preparation mission
Mission breparation in Rome 2.2 11% 4.5 9% Eycle 15 5 Wwdiths: 1n a11! e
. i Yellow Covers completed in under
Field work (including Washington) 4.6 23% 18.3 35% .
$ _ 4 months; lapsed time for
Report writing and CP review
(i.e. up to release to Bank) 8.1 40% 24.0 47% EutiRgE: TEeuin iy
o e — Senfl — revision of Yellow Covers is
Sub-total 14.9 74% 46,8 7% equivalent to about 60% of CP
c1 sl vl et report-writing and review time,
v e (Compare to appraisal lapse time
(i.e. from release to Bank to : ;
Fpna & ankivg) 5.3 263 4.8 9% of 48 weeks, applied time of 61
RRESAE: T B - s -l e weeks, Source: Bank project
Total 20.2 100% 51.6 100% timetables and time reporting

system).

= About one third of total mission
manpower resources is used in the
field, two thirds at HQ.

BRD
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SUMMARY OF FORMAL IC/CP — FAQ RELATIONSHIFS

SPONSORING
LINKAGE FAO IC/CP ROLE
DIVISION
FAO/UNDP Projects AGO/DDF Actives investment orientation
1C/Fisheries Joint Group FI Active: project orientatien
1C/Forestry Joint Group FO Reeently feunded
International Scheme for Coordinatien ef Contributery: briefing, debriefing, reports
Dairy Development (ISCDD) AQL review
International Meat Development Scheme (IIDS) AGL Contributory: briefing, debriefing, repertis
review
Inter-Divisienal Werking Group on Rural ESH Participatery: meetings, decuments review,
Development (IDWG—RD) occasional drafting
Inter-Divisional Working Group on Agri-— DDD Participatery: meetings
cultural Research (IDWG-AR)
Inter-Diviioﬁal Working Group on AGL New group
Fertilizers (IDWG-F)
Inter-Divisional Werking Group for the DDC Active: IC Director is Chairman and IC
Censultative Group feor Food Production and Senier Adviser, Secretary
Investment (IDWG-CGFPI)
Werking Party on FAO Development Research ESP Participatory: meetings
Centre
FAO/CA.RIPLO Agricultural Credit Study AGS Activet review and preparation eof papers
FAD/UHIP Pulp and Paper Study FOI Active: meetings and review of papers

BRD
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SUMMARY OF FORMAL FAO — WORLD BANK RELATIONSHIPS

LINKAGE

CP INVOLVEMENT

A, Direoct Linkages

1. FAO/WB Coeperative Research
Project on Small Farm Statistics

Study on small farming systems (statistics,
agro-meteorology, land capability, farm

management). (Financed by $120,000 WB grant)

limited

2. FAO/WB East Africa/Near East

Joint supply and demand study

active but

Meat Study limited
3, Commodities Programme FAO reviews Bank reports with sommodity none
implications. Exchange of data
4, Programme of International Coo- Development of agricultural gsector analysis limited
peration in Agricultural Secter methodology (Bank and FAO preliminary dis-
Analysis (PICASA) cussions)
183. C sorship L
1, UN Protein Advisery Group (PAG) Planning and data for nutritienal work by none
FAQ, WHO and WB
2, Censultative Group on Inter— Promotion, establishment and operation ef

national Agricultural Research
(CGIAR)

agricultural research cenires (FAO provides

gecretariat for technical advisery committee)

very limited

3. Consultative Group on Food
Production and Investment (CGFPI)

Assessment of needs and priorities for foed
production, and premotien ef investment

active in FAO

4. Onchocersiasis Control Programme

Centrol of river blindness and subsequent
resettlement of affected areas

limited in mol
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ABSTRACT

The paper reviews the potential for increased producticn of animal
protein foodstuffs from the fisheries and provides a first estimate of
the invesiment required te increase annual production from the present
70 million t/year to 225 million t/year by the end of the century, from
the capture fisheries and from fish farming. No great technical problems
are foreseen in harvesting or production, but 2 big effort will be
required to develop suitable products and establish a demand for thems.

—————The potential is unlikely to be realized to the extent envisaged without
————heavy public expenditure on development, technical assistance, demons-
tration and support for ﬁommercialﬁventures. Some of the big resources
are remote from centres of population and their exploitation requires
high technology. These and other underexploited fishery resources repre-
sent a challenge to our skills in organization, technology and finance,
if they are to be exploited for the benefit of mankind as a whole.
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INTRODUCTORY SUMMARY

In relation to world requirements for animal protein foodstuffs, the
potential of the fisheories is very large. The harvest could be cxpanded
rapidly from the present 70 million t/year to three or four times that
figure. Technical development would be’ required to cvolve gconomic methods
of harvesting some resources, but with the exception of one particular
resource, no great problems arc forescen.

What may teke longer is to cstablish 4 demand for fish and fish
products in areéas where they are unfamiliar, and acceptance of new products
in areas -where people arc already accustomed to eating fich. Some of the
unexploited and underexploited species have not hitherto been utilized to
their full potential as human food because of small size, bones or cother
difficult characteristics, or because traditional methods of preservation
“have not been sufficiently effective to allow their transport into the
ninterland and storage for detail distribution there. 4 deliberate pro-
gramme of development of products and means of prescrvation, requiring
low or intermcdiate technology, ig in coursc of being organized under the
general coordination of FiO. This must be followed by acceptability trials
in the field, and by pilot-scale demonstrations; trials on on¢ Or two products
have already begun. Finally, there would be the task of building up demand
and making the products svailable at prices the potential consumers can
afford.

It is the gencral experienco, in fisheries, that only when there is

/an assured market will there be investment in systems of production and
““distribution. The pioneering work is not likely to be done unless it is
' financed by public funds. Nor is the fishing industry usually able to
find the finance necessary for the investigation of o new resource, and
the development of means of harvesting it; even at the cxploitation stage
support from public funds may be necessary. This is especinlly likely To
be so in the case of developing a fishery on & ncw specics for the food
market, and even more likely in the cuse of developing countries.

Some of the unexploited and underexploited resources Arc in sea areces
adjacent to populous developing countries; as also are resources at present
exploited for fighmeal, most of which is exported to the doveloped countries:
about 20 million t/year of the total of T0O million t/year is at present
atilized in this way. The resources now being exploited for figshmeal might
instead be utilized for direct human consumption in thec developing countries,
given appropriate tocnnical development and financial arrangements - bearing
. ip mind that the export of fishmeal produces foreign exchangce The produc-—
tion of fishmecal, however, is not expected to decreasc, 28 resources in more
' remote areas, Or more difficult to utilize directly, could be cxploitade

Some of the underexploited and unexploited fish resources arc in sca
areas adjacent to developed countrics, for example, in the North Atlantice
gome of the bigger Tesourccs, however, arc in sc¢a areas remotc from centres
of population, for example, in the Southern Ocean. Because of the distances
involved and the technical characteristics of the raw material, the harvesting

and processing of these resources will requirc large ships and high technoloZye
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The estimated annual yields of the Antarctic krill and of the large oceanic
gquids are from some tens to some hundreids of millions of tons. There is,

. therefore, a considerable challenge in the problem of organizing ani
financing the harvesting of these huge resources for the benefit of mankind
as a whole. '

Fish farming - more akin in many ways to stock-raising than to the
capture fisheries - at present produces 5 million t/year, much of it in
tropical and sub-tropical countries. Regionnl plans developed under the
auspices of FLO envisage doubling the production in the next ten years,
and it is confidently =sserted that a tenfold increase is possible by the
end of the century.

CGiven the nazture of fisheries, the location and yields of the various
underexploited resources cannot be stated with sufficient precision to
allow definite proposals to be made for investment, until exploratory
fishing and pilot-scale ventures have defined the technology end given an
indication of the number, type and size of ships, etc., required. Specific
proposals related to countries and regions cammot ‘be presented ot this
stage. However, using figures based on existing fisheries, broad estimates
on a world basis can be mode related to groups of species and products.

A target of 225 million t/year by the end of the century would provide
the developed nations with the same total supplies 2s at present while also
allowing the per caput consumption in the developing nations to equal that
of the developed nations. Lssumptions have to be made as to the contribution
to the total of each group of species. s

In investment of some U.S.§ 60 000 million, at 1976 prices, would be
required to raise the world fish harvest from 70 to 225 million t/year.
"“This is equivelent to UeSe$ 2 500 million a year average, or U.S.% 400
for every extra ton per yzer production. The figure includes major tech—
nical development, training, end processing plant =2t the point of landing
the fish, but only a very modest zllowence for investment in means of dig—
tribution. Of this sum, the cost of technical development (about, say,

UeSe$ 1 200 million) will have to be found entirely by governments, together
with costs of training (say, U.Se$ 1 200 million) and a proporiion of the
investment in vessels (U.S.3 36 000 million) and plant (U.S.$ 15 000 million)
that is Jdifficult to forecast but is unlikely to be less than a quarter and
-might be more.,

Exnansion of the fisheries for the benefit of the developing countries
to anything like the extent hercin envisaged, will not take place without
deliberate action at govermment and international levels. There will have
to be on expanded programme of exploratory fishing allied to a new effort
in market development in the developing countries: existing programmes of
research and development will have to be re—orient ed and expanded, and
coordinated by Fi0. Means will have to be found to supply the cxpandoed
production of food from the fisheries to those who need it at prices they
can afford, and to stimulate practical action by industiry to build up the
nccessary systems of harvesting, transport and distribution.




1, THE PRESENT SITUATION

1.1 Demand and Supply

1.1.1 World fish production has more than trebled in the last 25 years
and may be capable of a further three-or fourfold increase; at any rate,
the potential for greater production of protein-rich foodstuffs is sig-
nificant in terms of world supplies. The present total is about

70 million't/year. I+ has been estimated, on a basis of trends in growth
of population and of purchasing power, and on the assumption that the
relative price of fish will not change very much, that the effective
demand by the end of the century could be about 150 million t/year.(1)
The potential production from the fisheries may be 3CO million t/year

or more. :

1.1.2 Production has been rising fairly steadily at roughly 5 percent

per annum for many years (leaving aside the anchoveta fishery off Chile
and Peru, which until the fifties produced very little, and rose to a

peak of 12 million t/year out of a world total of TO million t/year,
‘befor=z collapsing in 1971 to 4 million t/yearo Caitches are now recovering,
but the long-term yield will probably average less +han 12 milllion tﬁyear).
Fish production in all developing regicns was greater in 1974 than in 1973.

The growth in fish supplies has thus beer more rapid than the rise
in world populatiocn. In 1950, the world consumed about T.2 kg of fish
‘per head of population directly as human food: the average annual consump-
_tion over the perica 1969-1971 was 11.8 kg a nead: this represented
“about 14 percent of all animal protein, 19 percent in the developing
countries. The potential contribution, as has been indicated, ig wvery
. much greater.

1.1.3 PFish is not universally important as an article of diet, and may
never be, but it could be consumed more widely ana in sreater quantities.
The present constraints on growth of demand and of supplies are described
later. The harvesting of some underexpleolted resources could be under-
taken with little or no effort by way of technical uevelopment, and,
generally speaking, less effort of this kind may bYe required to increase
production than to develop suitable products ard conduct acceptability
trials in the areas where the fish is needed, bearing in mind that they
must be available at prices the potential consumers can afford. Some

of the underexploited resources are of species faniliar to those who
already consume fish, but even they mnay have to become accustomed to

some new products and species. Many people are not familiar at all with
fish, and effort is required to ascerfain what products would be most
acceptable to them, given that production can be gtepped up, and that

the requirements will include ease of transport ana low perishability.
Because of the need for such development efforts, andt the pecullar nature
of fisheries in general conslderea as opportunities for investment, aluo
the location of some of the major resources in relation to the mair centres
of population, and other factors, all discussed more fully later, the
exploitation of the world's latent fishery resources for direct consuantion
in the developing countries may be slow, if market econcmy forces pre-
dominate and development is left to private interests. However, these are
not new or even unfamiliar situations in the world of fisheries.




1.2 Fish as Food

1.2.1 Fish is an excellent source of animal protein and of certain minerals
and vitamins, and it is easily digested. It is of special value in the
biological upgrading of the vegetable foous that constitute the maln sources
of protein in some regions of the worl-i

laBa@ With,a_faw minor exceptions of a local or seasocnal nature, nearly all
fish, when caught, are fit for human consumption in the sense that they are
not poisonous or infected with pathogens. However, fish spoils fairly
rapidly unless steps are taken to arrest, retard or control the processes

of change. In many areas fish has become a highly-prized article of diet;
in others it is unfamiliar or remains sutject to taboo or prejudice. In
some countries fish is unacceptable unless presented to the consumer as
whole fish, complete with head, viscera, etc. In many countries various
species have not been utilized in the past because their appearance ig less
attractive or less familiar to the consumers than ig that of the species to
which they are accustomed. Methods of extracting the muscle flesh and manu-

facturing various food products therefrom are under development: sausage and-
‘'similar products containing fish are already well known in more than one part
of the world. Whether these or less sophisticated forms of processed fish

will gain world-wide acceptance is not yet certain.(1)
1.3 Potential

1.3.1 The estimate of the remaining potential of the capture fisheries that
has received wicest agreement, that by FAO (3), indicates that there still
remain unexpleited or underexploited resources, of more or less familiar
species and sizes, and available to capture by existing technology, that
could yield another 30 to 40 million t/year° In addition, it is believed

| that up to 100 million t/year of deep water mesopelagic speciles, such as

lantern fish, could be taken. The potential yield of squids, of which only
one million t/year'are taken at present, has been veriously estimatea at
from 10 to 100 million t/year and even much more. Yet another very large
resource is the Antarctic krill, the sustainable yield of which may be from
some tens of millions to some hunureds of millions of tons a year. The
estimated potentials on a world-wide basis are summzrized in Table 1 and
detailed by regions in 2.2 and 2.3 below, vhere the status of each resource
as regards availability to capture by means already developed, and as regards
utilization, is also described.

It remains to say for the present that the estimates of yield are not
all based upon direct knowledge of the standing bio-mass, the life cycle and
behaviour of each anu every component stock, and will be subject to continuing
revision in the light of resource surveys, exploratory fishing and commercial
exploitation. To the extent that increased producticn depends upon harvesting
a wider range of species, many of which are the food of larger species already
being exploited, accurate asgessments of the magnituue of the potential har-
vest will require aetalled soientific investigation of the interactions between
species. The abscnce of these studies, however, should not impede initial
development of fisheries on unfamiliar gpecies, but careful resecarch and
monitoring should be an integral part of any large-scale exploitation.
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{ The yielus - whatever they arc - may be sustainable in the longer term
only if the fisheries can be effectively managed.

The harvesting of some stocks at acceptable cost may not be feasible
using existing methous and equipment: however, fisheries technology has been
developing ranidly over the lagt 25 years, and this devclopment has been a
factor in the ‘increase of the world catch over the same period. Moreover,
the estimates of potential yields are implicitly based, at least partly, on
the capabilities of existing technology. It 1is, therefore, reasonable to
assume that the harvesting of an amount equal to the present estimate of
total potential yielu would become economic through further technical
development.

1.3.2 The potential contribution from aquaculture is also very larges It
ig Pelieved that the present sroduction of about 5 million t/year, of which
the People's Republic of China nroduces no less than 2 million t/year,
could be increased fenfold. Much of the scooe for expansion is in tropical
and sub--tropical latitudes. .

In theory, the potential for producticn of culiivated marine molluscs,
such as mussels, is in itself large in terms of world protein requirements.
The practical limits will not be set by primary production of the algae on
which the mussels would feed, 8O much as by the number and extent of suitable
sheltered and unpolluted sites, with good transport of nutrient material,
within eccnomic distances of the markets: or else it will be set by the
available variety of and demand for the products.

F

1.4 Utilization

144.1 The developing countries, with about half the world's population,
consume =about one quarter of the fish supnlies, most of it directly as &
human food. The centrally planned econcmies, including such populous _—
countries as the People's Republic of China anu important fishing nations
1ike the UeS.SeRe., and comprising about one third of the world's popula--
tion, also ccnsume about a quarter of the fish supplies. The developed,
market-.economy countries contain about one fifth of the world's population
and conswne about half the fish suoplies, much in the form of fishmeal anu
oil, used respectively as an ingredient of arimal feeding stuffs ana as 2
rew materizl in the production of margarine.

lend oil; in 1973 the figure was about 27 sercert: the difference being
imainly due to the collepse of the Peruvizr. anchoveta fishery. Much of the
fighmeal, although ultimately consumed by comnaratively well fed people in
the developed countries, 1s produced in the jeveloping countries. Part or
all of these calches might be utilizeu directly as food 1n the develoning
countries, always proviaed that accentabls prouucts can be made, distribute:d
any sold at prices the potential consumer oL afford.

Iﬁ.442 In 1970 as much as 35 nercent of the worli catch was reduced to meal

1.4+3 The production of fishmeal, however, does at least allow a developlng
country to exploit a gelf-renewing natural resource without first having 1o
establish a system of distribution and marketing of fish or fish products
inlande. It is probable that althoush many resources now exploited for

fishmeal may in future be utilized directly for human consumption, the
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volwac of production of fishmeal in the world as o whole will not decline
oveé the remainder of the century, because the technical and marketing prob-
lems of utilizing somc of the now underexploited resources may not be soluble
in any other way within this period of time.

1.4.4 TFishmeal production has been an important source of foreign exchange
for some developing countrics. Another is the world trade in luxury seafoods
such as shrimp and lobster: in terms of sheer weight of food, the guantities
involved in these latter cases arc small., Other fishery products in strong
demand on world markets include some species of tuna.

1.4.5 The trade in foodfish from the North Atlantic countries to the tropics
and sub—tropics — dried and salted cod; cured herring - was formerly very
important. Several developing counirics have given consideration to parti-
cipating directly in the North Atlantic fisheries in order to ensure supplies,
but in the light of the heavy pressure on the cod and herring stocks, and the
impending general establishment of Extended Beonomic Zones, further develop-
ment along these lines seems unlikely.

On the other hand, some of the biggest resources, such as the oceanic -
squids and the Anterctic krill; will probably require for their exploitation
sophisticated methods and equipment that, without unusually sirong inter-
national intervention, will be available only to the developed natiorns.

1.4.6 Despite local problems of acceptabiliiy, it is surprising tha
\ products have figured so little up to now in food aid programmes: th
“I*sent about 3 to 4 percent of the value of shipments under the auspi
World Food Programme and less than one percent of the weight of animz

in all shipments of food by way of aid.

t
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1.5 Post-harvest Losses

Post-harvest losses are of several kinds.
1.5.1 Wastage includes discards at rca of edible fish deemed unzcceptatle
in the local market or unprofitable to handle =znd stow on board znd bring
ashore. (This occurs mostly in fisheries where the bottom trawl and simi
fishing gears are employed: they arec comparatively unselective ana in
of the sea arcas where they are used a number of different species cceurs)s
Associated with catches of shrimp, for instance, may be hy—catches of
four to twenty times as much by-weight of fish; in some places much cr 211
of this is discarded. The total discarded is estimated at 5 millicn r/year,
the greater part being in the shrimp fisheries (sce Tatle 1)e ‘Thore are
shrimp fisheries in many areas of the world's oceans, including much of the
tropics and sub--tropicse

1.5¢2 Under-utilization,; in the scnse that fish suitable for human consump—
tion are instead converted inte animal feeding stuffs, has already been
mentioned. A special instance of this is that the conventional methous of
cutting the cdible muscle away from the skeleton — the process of filletinrg,
to which a high proportion of some species is subjected - recovers frcm

25 to 45 percent of the edible flesh instead of the theoretical (0 te TO per-
cent; the remainder, with the skelcton, has in the past usually been con-
verted to fishmeal. However, mochines now exist that can recover Dars of
_the remaining edible flesh in a comminuted form for utilization in a limited
number of special products suitable for direct human consumpticne.
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1.5.3 Losses include those due to the imperfections of various processes,
but more important are those du¢ to preventible spoilage by autolysis,
bacterial action and oxidation. Some products, including the fermented

fish sauces of zoutheast Asia, represent a loss of nutritional wvalue through
partial degradation of the proteins.

Other losscs are due to infestation and attack by insects and vermin.
Losses of up to 50 percent are quoted for some products in some ~reas, so
that the overall efficiency of protein utilization of fish processed into
fishmeal and fed to farm stock in the developed countries can actually be
as goou as that of some traditional products intended for direct human con-
sumption in the developing areas (Table 2). Most of the losses from spoilage
and infestation occur in the developing countries and especially where fish
is preserved by dryings, In these instances it is preduced mainly by a large
nunber of small, widely-dispersed efforts. GCatch statistics in such situations
jere less than adequate and figures for losses exist only from = few limited
studies.s A global figure for losses due to spoilage and vermin sometimes
[quoted is 5 million t/year, but this estimate is probebly subject to much
wider error than the estimates of potential additional yield quoted earlier.
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2. OPPORTUNITIES AND CONSTRALNTS

2.1 The Characteristics af Fisheries

2.1.1 The expansion of a fishing fleet con be onc of the fastest ways

of increasing the production of animal protein foods where fish resources
allow (even a fairly large and sophisticated vessel can be huilt in six

or nine months). Some capturc fisheries producc more animel protein per
unit input of fossil fuel than do intensive systems of agricultural produc-
tion on the VWestern Turopean model and, where necessary, with remarkably
little manpower: 150 tons of fish per man per ycar, Or mOrc. Other major
inputs to the capturc fisheries are in fairly widespread ana ready supply,
including man-made fibres-for ncts. Unlike meny agricultural opractices,
fishing technology - the use of trawls or other gears - can often be easily
transferred without major experimental work to adapt 1t to local conditions.
The production unit - a single vessel, or pair of vessels - reprcsents a
relatively modest minimum outlay, anc the expansion or. development of a
fishery can thereafter procecd in stages, without prior and irrevecable
commitment to massive investment like big irrigation dams or fertilizcr
plants, except in those rare situations where large new hartour works are
esscential.

-

On the other hand, the capture fisheries are subject to greater risks
and uncertainties than most other systems of food production, and these
ars described more fully later below. Some of the risks could be reduced
by better resource management, and i$ is possible that governments meay foel
justified in meking more effective efforts in this direction after the
imminent general extensions of national fisheries limits. Other risks will
remain. These risks and uncertainties have always constituted an important
impediment to investment by external Drivate sourcos.

2,1.2 1In this sense, fish farming resembles more closely the raising
land snimals. It has, however, some important advantages. Ir scme ¢
stances it can produce in a given time several times =s much arnimal preotein
per unit are~ as normal stock raisince In any cass many systems of &

L

ficial impounumnen

culture make uze of ponds, lagoons, inlets and arii th
would otherwisec not be utilized for food production; or at ary rate would be
underutilized. Farmed fish convert supplementary feeds more efficiently than
do pigs or chickens and in somc cases consume 2 smaller amount of sweel watcer
per unit output than uo cattle. At the same timc, fish farming can be 2 good
way of utilizing surplus organic wastes from agriculiurc and stock-raising.

2.1.3 Some spocies of fish, because of small size, benes or cther charas--
teristice, are difficult to sell for human consumption in the fresh, whole
form, bui processes are under development which moy facilitate thelr utili-
zation.(2) The nced to ascertain which fish and fish producis are acceptable
to theo potentinal new consumers hos already becn mentioned. Part of the prob-
jem is that some of the people who are in most need of & greater amount of
animal protein in their diet live in places with poor communications, or have
little purchasing power, so that existing supplice rarely or never reach them;
or elsc they are unfamiliar with fish for some other rcason. This situation
can be improved by sreater efforts to develop new products, with special
regard to ease of iransport, storage life and cost. Uenerally spenking, the
existence of o fishery that is capable of expansion does not in itezlf
justify the construction of a road network, although its development can be
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accelerated if more effective systems of transport to the hinterland are"“]
established. FAO is studying the possibilities for cheap, casily-stored, X
easily-transported, mass produced figh products, and one or two arc under—
going field trials.

2.1¢4 The techniques of harvesting or production are in much less doubt,
although for one or two major latent resources, detailed later hereunder,
they do require a substantial development effort.

2.2 The Regional Aoproach

2.2s1 Most of the present catch of marine fish is taken in the waters
overlying the continental shelves. TFish stocks are no respecters of
national boundaries and fisherics limits, and in many cases this makes

it desirable to adopt @ regional approach to the development of the fishery,
certainly to its subsequent mahagement, i.e. control of fishing effort

and allocation of catches.

2.2.2 However, some of the larger unexploited resources ocour in inter—
national oceanic waters, and others in the Southern Ocean, remote from
the regions where the potential consumers live. Even some of the under—
exploited stocks on the continental shelves - such as, for example, those
in Patagonian waters — are located several days' jaourney by ship from the
nearest large centres of population.

Societies of hunter—fishers lived near to where they could find abun-—
dent fish, but most of the world's population is descended from pcoples
who have long been pastoralists or agriculturalists; the geograshical dis--
tributions of the world's human and fish populations arc, therefore, wvery
different.

2.2.3 Moreover, some of the larger unexploited fish resources will require
high technology for their harvesting and initial processing, although it is
possible that they mey be consumed, at least in part, in the protein-hungry
developing countries, provided that ~cceptablc products can be made avail-ble
at prices the potential consumers can afford.

2.2.4 Thus, even a regional approach to the task of exploiting more fully
the world's poiential for food production from the sca is hy no means
adequate; a global approach may be needed. In what follows, the technical
aspects of exploiting the opportunitics for increased fish production will
be discussed on the basis of the classification of Table 1 by broad
groups of species which each tend to be associated with particular sorts
of technologies for harvesting and utilization.

However, in brief summary it can be said that therc are opportunitics
for expansion of fish production in most regions - even of'f the west coast
of the UeS.A. and in the waterz of the North Atlantic.

Further south, increases in yield of 1 to 2 million L/year are
believed to be practicable in the Bast Central Atlantic (Morocco and
Mauritania). (Inciduntally? the cxisting fisheries in this arez are con-
ducted mainly hy distant-water vessels from Burope, Asia, the Middle East
and other parts of the world, and devclopment of the capability of the

‘coastal states to prosecutec these fisherics is a possibility). Another
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1 to 2 millien t/ycar can probably be taken in the Southeast Atlantic
(Angola); in this area, as in the one previously mentioned, the oppor-

tunities are confined to the smaller, less immediately attractive species
such as anchovy.

Of the e¢stimated 5 million t[ycmr of unharvested fresh water specics,
2 large proportion consists of small-sized fishes occurring in the rivers
and lakes of Africa. The additional sustainable yield from Lokes Victoria
and ' Tanganyike togethcr probably amounts to over half a million t/year,

Another 1 to 2 million t/year, or more, can be harvested in the
Arabion Sea (Somalia, People's Democratic Republic of Yemen, Pakistan,
India). There may be 2 to 4 million additional t/year in the Bay of Bengal
(India, Bangladesh, Burma, Malaysia), and another 4 million t/year or more
in the sea areas from Indoncsiz to the South China Sea (Indonesis,
Philippines, Thailand, Malaysia, Cambodia, Vietnam, China). Southeast Asia
is where traditional systems of fish farming are most fully developed, but
there is still scope for expansion. .

There may be an additicnal 1 million t/year of fish and squids in the
Southeast Pacific (Chile and Peru) and another 1 million t/year of fish off
the west coast of Mexico. Latin America is also another region with poten-
tial for development of aquaculture. In the Caribbean Sea, about
1 million t/year of additional catch is believed to be available in the sea
fisheries. In the Southwest Atlantic (Brazil, Uruguay, Argentina) an addi-
tional yield of up to 5 million t/year is believed possible. )

Some of the remainder of the underexploited or unexploited marine fish
stocks are on the continental shelves of the developed countries. The
major resources, however, virtually untepped or only very lightly expleited,
are in the open oceans or on the continental shelves of Antarctica and the
remote islands of the Southern Ocean.

2e2¢5 DMore precise statements of the location and estimated sustairztle
yields in thz various regions, which could be uscd to support detail:zd
investment proposals, can only be made after the necessary scientific
investigations have been carried out, including expleratery fishing =nd
resource surveys. Apart from one fairly comprchensive survey of <the
Caribbean Sea; it is only comparatively recently that such activities have
been put in hand on a regional or global basis: the FAO/UNDP Indian Ocean
Programme has been active in this sense only since early in 1375, =28 has
the South China Sea Project: the Southern Oceazn Project is as yet only at
the beginning of the Preparatory Assistznce Phasc. In the past, effert has

coastal fisheries close to populated arcas, on development of those fisheries
. capable of producing foreign exchange, and on improvement of subsistence
v and artisanal fisheries; funds have normally been available in the past on

a national rather than on a regional or global levele

The present estimates of potential additionnl yields are based only
to a small degrec upon exploratory fishing and physical surveys — the
minority of instances where there hns been activity of this kind at
national level or by commercinl organizations, and where the results are
accessiblee The estimates are based rather upon a knowledge of the biolo-
gical productivity of the areas of ocean under study, of catches in
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apparently similar areas where the fisheries happen to be more fully developed,
and of the abundance, where ascertainable, of the predators on the species of
interest. Much exploratory fishing remains to be done, although cxploitation
need not wait until it is complete.

2.3 Resources, Technology and Market:s

b

2.3.1 Marine Demersal Species

Demersal species of fish usually have white, lean flesh and store most
of their fat reserves in the liver. Underexploited resources arc to be found
on the continental shelves in various regions including the Southwest Atlantic,
the Caribbean, the Arabian Sea, the Bay of Bengal, off Indonesia,
the Philippines and the mainland of southeast Asia, and in the Southern Ocean,
as well as off North America, Western Europe and the Southwest Pacifice

Adequate technology for harvesting, processing and preservation existsa
What is still required is the identification of suitable products and markct
arcas, and the establishment in some cases of the necessary systems of trans—
port and distribution. In some, but not all, cases, because of the distances
of the fishing grounds from cerircs of consumption, or due to the weather,
relatively large and expensive ships will be required (c.ge., off Southern
Patagoniza); this implies that considerable aid may be required by some
developing countries by way of joint ventures, technical assistance, training
or management support. If the products are to be consumea mainly in the
developing countries, the increased production may have to receive initial
gupport as pert of a broadened concept of food aid, until such time As the
congumer, or at eny rate, the country, is able to bear the whole coste

2.3.2 8Small Pelagic Species

These are usually oily, short-lived, and often occur in very large
shoals. Resources are availzble in the Eastern Pacific (Peru, Mexico),
the Eastern Atlantic (Morocco, Mauritania, Angola), the Arabian Sen and
the Western Indian Ocean (Somalia, Penple's Democratic Republic of Yemen,
Pakistan, Indiz) and the Bay of Bengal and Bastcrn Pacific Ocean (India,
Sri Lanka, Malaysia, Thniland, Indonesia).

Techniqués of harvesting are well understood. Some specles are already
utilized in the dried or salted form in some of the countries mentioned, but
an increase in supplies would give rise to problems of transport and develcp-—
ment of new morkets. They can, however, be rendercd into fishmeal and oil
in the initial phase of development, and one potentially attractive option,
therecafter, is to producc fish protein concentrate Type B, a dried powderesd
product requiring the same sort of intermediate technology as fishmeale.
Acceptability would have to be determined by market trials. Investigations
on this and on other possible products have been started by FAO.

2:3+3 Molluscs

The major opportunities for incrcases in production are in aquaculturc -
sec below.
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24304 Cephalopods

Some underexploited resources of gquidg ex1ist on the continental
shelves in various regions, the techniques of harvosting these smaller
species arc reasonably well unserstood, ~ng the main problem, once again,
voulu be mariet acceptability in the devcloplng countrics (mogt of the
prosent squid coteh 1s eaten in Meaiterronean countries ang Japan).

Little is known about the large ocecnic 3quids, except that the
resource scems to be very big anu forms ap important constituent of the
diet of the Sperm whales which range over the worli's oceans. Little ig
known about the detection ang Ccapture of these squids; research is required,
but since the Fésource is oceanic ang interest in squid as 2 fooy is at
" present limiteq, the research effort may never develop or m2y be too small
in relation 4o the very great potential importance of the resdurce, unless
special arrangements are made on an international level,

2.3.5 Mesopelagic fish

These occur in layers in decep water off the continchtal shelves, and, -

therefore, often beyond the limits of 200 mile Extendeod Economic Zones, 1in
beth tropical and temperate latitudes, There is a 1ittls eXperience of
harvcsting them which suggests that, even if further technica] develcpment
is required, this will not be difficult op protracted. The main cuestion
may be how best to uiilize them, other than 23 fishmeal, and, in the case

of the resources lying outside national limits, who is o benefit? Compara-
tively large fishing vessels are probably required, so that the same remarks
regarding joint ventures, technical assistance, training and nanagement
Support apply as to the distant-water demersal Tesources on tho continentazl
shelves: indeed, the type of vessel required may be very similar.

2s3.56 Krill

Various species are known ag "krillh, they are all small crustaceansg
that tend tc occur in very large nurbers in high latitudes. The Antarctic
i Euphausia Superba, is = shrimp with an average overall length of
35 to 40 mm ang & recoverable flesh content of about 20 percent. It is the
food of baleen whales and vrious other specics; the great whales alone
were estimateq to have consumed 175 million t[year in 1939, A sustainable
Yield of 150 million t/year is now belicvey to be available, mainly in the
Scotia and Weudell Seas, wvery remotc from centras of population., Tt ocours
in dense BWarms: means of harvesting are not fully developed but recent
trials are promising: the problen may he long-range detection of those
Swarms large enough to give cconomic raieg oF catch. Develorment of
Products is still in the experimenta] stage. Krill spoils wvery quickly
after capture and must be brocessed on board the ca2tching vessel; its har-
vesting and Processing will require high technolowy, Smzll quantities moy
be consumecy directly ag luxury broducts in Jopan, but the bulk of the
resource “could he utilized only as fishmeal or a5 2 source of bullk protein

that could De used ag a ray material for the manufacture of various Tood
'prqducts including? s in the Us5e8aR,, fishpastes. Some of these products
might be consumey Mainly in the ueveloped ccuntries, and, indeed, the cogts
of production may be such that thig would be the obvious commercial choice
et least in the initial phage or ¢xploitation, although thig remains to be

f R
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secn. Dven then, the result might be to make it possitle to release more
grains and pulses for consumption in the developing countries. However,

it may be that products acceptablc to conswrers in the developing countries
can be made from the krill, and made awvailable to them =zt prices they can
afford. Much rescarch and development is ncecded, and considerable study
ana investigction, on how best to utilize this very large potential food
resource. So far, efforts have been at national level (U.S.S.R., Japan,
Chile, The Federal Republic of Gcrmanf, and soon Norway and the United
Kingdom) with FAO devcloping a coordinating rolc.

2+3«7 Fresh Water Species

Underexploited and unexploited resources are scattered over various
parts of the developing world. Attempts to increasec production would not
be handicapped for lack of well developed and effective methods of capture,
although these are by no means in general use. Development work may be
needed on drying very large quantities of small fish by low cost low tech-
nology or intermediate technology, and on other products that mzy be mors
acceptable to those not familiar with fish. The main factor affecting Trate
of uevelopment may bc communications with the hinterland.

2.3.8 Post-harvest Losses

In principle, there is no problem in reducing losses Ty the use of
refrigeration (ice) and by making containers, stores and trzrsport procf
against insects and vermin. Whether in many cascs the cost can be justified,
remains an open question awaiting detailed studies. The main problem is
that the fish and fish products most susceptible to damzge are produced in
small quantities in a great number of widely-scattercd locatiosns. Where
preventive mcasures are found to be economic, a large number of very small
investment projects, supervised and encouraged by extension workers, can
be envisaged.

2+3:9 Discards at Sea

Most of the discarding of by-catches at sea is bLelievez +o take place
in shrimp fisheries in coastal waters of the tropics and suuu‘rculcs The
shrimp trawlers arc often very small vessels operating from mony scatterca
centres along the coast. In some cases, the enterprises prosccuting the
shrimp fisherics are forbidden to land their by-catches becaust they would
be in competition with the local, traditional, artisanal fishermen: the
rieed is to develop new markcts in the hinterland. Until it hos been
established that the potential consumers in the hinterland will T
this fish, and in what form, it is impracticable to make mzrnyilrg of the
by-catches in the hinterland a condition of the licence to fish for shrimp.

1.)
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In other caseé, the problem is that of collecting from various landing
prlaces along the coost a weight of fish scveral times that of the shrimp.

FAO has hegun a study of these problems. Onc option among several
under consideration is to utilize the hy-catch where it is landed, as feed

e

for livestocks
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2.3.10 Aquaculturc

Although most of present day fish farming is based on species that arc
also cxploited in the capture fisheries, there are many basic differcncoes
between hunting and farming. The most important is that yields in agua—
culture are more predictably dependent upon inputs and nn the efficiency of
the techniqucs employed. Yieclds can vary from a few hundred kilogrammes
to as much as 20/ tons per hectare. ‘Aquaculture, thercfore, resembles agri-
culture in many respects.

Although cultivation of fish and shellfish has been practised for
many centurics, aquaculture has only rcecently attracted much effort by way
of systematic research and development. Considerable rescarch and experi-
mentation are still necessary to improve further the existing technology,
and to evolve ncw techniques for new spocics and new situations. However,
even in its present state of development, aquaculture contritutes
5 midlion t/ycar to world fish production and ewven now is capable of con--
siderable cxpansion. ;

Expert assessments, and the actual rate of increcase of nroduction,
indicate that a five- 1o tenfold increase, or morey—im-ewutpul ig already
within our capabilities. This increase would result from (i) the cxpan-
sion of areas under cultivation; (ii) detailed improvement of production
techniques, including disscmination of existing good practice; and
(iii) the development of new systems. The arca under aquaculturc is
estimated to be about 3 to 4 million hectares, and this can be cxpanded
about ten times, over about 3 or 4 decades, if the necessary inputs are
made available. It has already been shown that production per unit area
or volume of wator can be improved at least two- or threefeold in o rela-
tively short -period-of time. As for the development of new techniques,
the appearance of new systems in sub-tropical and temperate climates,
such as raceways and floating cages, and the usc of thermzl effluent to
increasc the rate of production, indicate that if the considereablc resecarch
effort now being devoted to this field in a number of countries is
strengthenc.. and coordinated, a number of useful new systems and techniques
could be developed in the next few decades.

2+4 Constraints on Development

2.4.17 Some of the factors inhibiting increasc in fish consumpticn in
developing countries have zlready boen mentioned: the need for transport
from landing ploces, harbours. and fish farmge the present doubt as to
whether in all cascs, acceptable products can as yet be made available
and, if so, at prices the potential consumers can afford; tho limitations
of local fisheries technologys

In the cose of the major resources in the open ccesns and in the
Southern Qcecan, it is not clear whe will develop and exploit tham, who
will consume the products, wnd who is to pay. DBwven in the conventional
fisheries, thore arc risks rmd uncertainties which inhibit investment by
normal sources of finance; this aspect will be discussed more fully in
Section 3, following. Fintncial cougiraints, however, may not be the
limiting factor in the cxpansion of fish production in all cases.

i e e e
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204+2 Fish and fisherics arc held in low regard by some societics and arc
unfamiliar to many; fisherics, therefore, tend to get less attention from
governments than thcir potential would warrant. BEven if the country
possosscs capable administrators, scientists, cngincers and other toch—
nologists, thoy may not be made aveilable for fishories development. There,
is also a scarcity of compctent commercial anc overational managements 4
fisheries have unusual charccteristics that make certain qualities and
expericnce in the manager cssential for success. In countries with little
or no tradition of commercial fisheries, it is not always recognizod thot
these attributes are necessary, or how leng they take to acquire.

| )

These considerations could mean — although it is not asserted that
they do so in every casc - that the potential for food production from the
capturc fisheries will not be fully realized by some constal states unless
they institute a phase-of joint ventures with foreigners possessing the
necessary skills, expericnce and motivation, at least until such time as
they can produce similar people from among their own notionals.

2.4.3 There is already among several long-established fishing nations a
scarcity of skilled fishermen. It is not at all obvious that some coastal
states will be able to produce, in the short run, enough men sble and
willing to go to sea in small ships, and with the necessary motivation to
remain at sea and fish hard until they have taken a good catch. Where
such men are available but scarce, it may only be possible to exploit the
fisheries to their full potential if mechanization is adopted to the same
high degree as in some developed nations, notwithstanding any general
national policy preference for labour-intensive industrics. s
2¢4.4 Lack of sparc parts and of competent servicing facilities for mecho-
nicel and electrical equipment are frequent causes for complaint in cxisting
mechanized fisheries in developing countries. In sone cnses, the spare
parts problem is artificial to the extent that it is due to arbitrary
application of regulations restricting the availability of foreign cxchange.

205+5 The copture fisheries have maimum sustoinable ¥ields set by biolo--
gical factors, but so far this is an effective constrain: mainly for some
stocks in the northern tecmperate zones, However; the temporary collapse

of the North Atlantic herring fishery and the anchoveta fishery off Chile

and Peru should be taken as warnings ageinst overinvestmentbe To cnsurc
continuing exploitation at or near the maximum sustainable yicld, in the
longer term, requires good manarement of the fisheries, which in turn

depends upon, amon: other things, good statistical and scientific informaticn
on the fighery.

2¢4.6 An important constraint on the rate of development of the fisheries
is the shortage of professional experts. There are also shortages of
experienceu administrators, commercizl managers,; cxtension workers and

trained operators. These reinarks apply cqually to fish farming.

2.4.7 Other constraints on the rate of development of agquaculture, ap&r?j
from lack of finance, include various misconceptions among those TCSpons}mlo
for policy and decision making. It is widely believed that aquaculture 1s

1 i sty h it is ic and that it
gtill entirely in the experimental stoge, that it is uneconomic and tl

will be applicable only to luxury fioods, whereas, in fact, it is well established

in some rcgions and in some cases can produce unimal protein foods at lcast as
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cheaply as land based stock raising or capturc fisheries. It is true that
to realize the potential will require = larger and better coordinated
offort in development work and supporting rescarch. Lack of a strategy
for developing aquaculture, within the framework of national fishery plans,
ig a major constraint on developmcnt.

Yot other constraints include conflicts between ~quacultiure and cther
forms of woter use, most of which would be resolved by better informed
planning. Finally, pollution is limiting the development of aquaculturc in
some arcas and will continuc to do so if appropriate mezsurcs are not i
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3.  INVESTMENT FOR INCREASED PRODUCTION

3,1 Factors Affecting Invegstment

3.1.1 Investment in fisheries for supplying food to local inland populations

has usually beer a consequence of generzl economic develepment rather than a
prime contributory cause: the development of a trade in fish as a regular article
of diet for populations in the hinterland has usually followed the establishment
of the necessary infrastructure such’ as communications networks and, furthermore,
has not usually taken place until there has been the necessary growth in pur—
chasing power.

Investment in fishery enterprises deces not eften occur unless there is an
already established, assured market for the product as well as a readily accessible
resource for exploitation, The reason is only partly the time and expense of
gaining acceptance of.an unfamiliar food product. There are very high risks
associated with capture fisheries, which will probably contirue to be the greater
source of supplies. =
3.1.2 Capture fisheries involve small ships, often operating in sea areas
notorious for bad weather; and little understoocd skills. They are serigitive
to changes in the oceanographic situation, in weather patterns, and in biological
factors, over none of which has man any control. The managers of the enter-
prises have little or no control over their sources of raw material, and if the
resource is common property and there is free entry to the fishery, the average
profit over the whole fishing fleet tends to zero, High profits can be made in
the early days of = virgin fishery, but tend to encourage overinvestment. 1In =
mature fishery, only the more compatent fishermen and vessel owmers will do well,
and even they may operate at a loss in bad years when fish is scarce or markets,
poore. Traditionally, the ownership of the catch, which is perishable, changes
hands at the ship's side; the net profits of the whole operation tend to be made
in marketing and distribution, althcugh the major capital investment, and most
of the risks, physical as well as financial, are in the seagoing part of the
system. The prices obtainable for fish in many instances are controlled by
those of competing foodstuffs.

Conventional sources of finance therefore tend to regard fisheries as
difficult and unknowm country. They are equally a rystery tc the average
entrepreneur, industrialist and professional manager, and alsc to civil servants.

Because marketing and distribution activities are usually the more pro-—
fitable in the longer term, and convcrsely because the enterprises engaged in
the fish trade sometimes wish to secure their sources of supply, a certain
amount of vertical integration has taken place in recent years, both in the
private sector and in some parastatal organizations. A moTe fundamental
approach to reducing the risks in fishing operations is better and more
rigorous management of the fishery, especially as regards restricting entry
of additional fishing vessels and allocation of catches. This however pre—
supposes national jurisdiction over the fishery, or some international regime
to which all interested parties submit. Even then, the natural risks remain
high. '

3.1.3 Because of the high natural risks and the general lack of fully effective
management, it is accepted, at least implicitly, that fisherics are a proper
subject for subsidy by the state, including cases where they are undertakon by
state corporations.
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A clear distinction therefore cannot be made between public investment in
infrastructure such as harbours, roads etc., and "private" investment in systcms
of production such as fishing fleets. Even when the latter are nominally in
private ownership, they or their suppliers more often than not receive subsidy
or support in one form or another.

In any event, the finance for development, as well as for replacements,
tends to come from within the industry and its suppliers or those it supplies,
rather than from financial institutions. Even in market economies fisheries
do not attract investment funds except in those few favourable instances where
the source of supply of raw material is secured and there is an assured market.

3.1.4 One form which state support for fisheries takes is research and tech-
nical development. Almost all scienti¥ic research, and a geood deal of the
technical development and market research, are- undertdken by gbvernments even
in mature fisheries. The réhson is partly that fisheries embrace a very wide
range of sciences and technologies and are nowadays in a continual state of
change and development, whereas the individual enterprise 1s usually very small
by the standards of most industries. The technology required to harvest and
procegs some of the resources is fairly advanced even by twentieth century
‘standards; the market requires considerable effort to develop; assessment of
the fish stocks is scientifically demanding and their management = national
or international matter.

3.1.5 In the light of the foregoing it can be assumed that expansion of the
food fisheries will depend very largely upon the initiative of govermments and
upon public investment in research and development, including marketing trials
and investigations. (4) _ :

Experience indicates that experimental work has to be taken to the stage
of full scale trials and demonstrations befores the managers of commercial
enterprises feel justified in embarking upon new ventures. It may well be
that even in market economies, investment in expanded food fisheries will
have to be stimulated by injection of public funds on fawvourable terms. In
the case of some developing couwntries, funds would have to bte provided from
international sources.

3.2 Scale of Investment and Trends

3.2.1 Statistics on investment flows into fisheries are not available on a
world or regional basis, Only some countries maintain statistics on size and
composition of flects, and on new construction: some on capacity of cold stores,
ice plants and other equipment. Any estimate of the amount of new investment
in any given year, derived from collation and analysis of such published
information as is available, would relate mainly to the more developed coun-—
tries, and ewven then only to the larger and more expensive classes of fishing
vessels. An estimate of the total investment in werld {isherics at present
might be arrived at by the methods used herein later below to e ilFth the
requircments for additional investment, but only if further assumptions were
made about the ages of vessels and lnvel of technology employed., It is
believed, however, that world catching capacity is still increasing.

In some fisheries there is overinvestment in catching capacity, in the
sense that the same total catch could be taken by fower vessels. The rede—
ployment of the spare capacity, ecven if technically feasible, would raise
many political and financial problems.
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3.2.2 The last 25 years have secen the development and adoption in some flects
of very large oceangoing fishing vessels and support ships capeble of operating

in all arcas of the high scas; the general trend has been for consumer countrics -

one exception being the United States of America - to acquire their own capa-—
bility for harvesting those resources which yield the fishery products they
prize most. In many cascs, however, the productivity of occangoing fishing
vessels in terms of capital, manpower, fucl and other inputs, is less than
that of much smaller deepsea vessels based on harbours in coastal states adja-
cent to the fish rcsources. For this reason, thonbfo§b, as well as the
impending ecxtensions of national fishery limits, it can be assumed that by

the end of the century most resources on the continental shelves will be har-
vested by vessels based on ports in the nearcest coastal state, operated either
by local enterprises or by jeint ventures.,

3.2.3 An estimzate ofrpff&cial international development azssistance in the
fisheries sector in 1974, prepared for FAO's Committee on Fisheries, includes
the information reproduced in Table 3.

3e2+4 Any review or analysis of historial data on investment in fisheries in
developing countries would have to make a distinction between investments for
food production in and for these couwntries and investment related mainly or
wholly to producing fishery products for export to developed countrics. Much
local and external investment, including that by the Development Banks, has
been for the production of relatively small quentities (ih terms of weight)

of high-value fisheries products for export: shrimps and other crustaceans,
some specles of tuna, bait fish for tuna fishing, and also fishmeal. The
earnings of foreign exchange may or may not have been ploughed back, directly
or indirectly, into the production or preccurement of food. The establishment
ol a capability for mechanized fishing for shrimp doesz not necessarily lea

to the production of more fish for local consumption, although it does increase
the local potential for fish production; either the entrepreneur can not, with
his own resources, tackle the problems of marketing and distribution inland,
or else he has been discouraged from landing foodfisgh in cage he saturates

the local market supplied by the traditionezl fiszhery.

Again, somc investment and technic.l assictance in tiie past has been
directed primarily to improving the stendards of living of fishing communi-
ties operating at the subsistence or artisanal level, albeit through increasing
their productivity. Buch efforts will have only a limited effect on world
fish supplies, and no impact upon the major latent resources.

3.3 Types of Investmenl Reguired

343e¢1 Productive capacity - including trained manpower -~ will represent thc
heaviest demand on investment funds in any programme to increase fish pro-
duction in or for the developing countries.

As remarked earlier, in many instances part or all of the invested funds
would come from the industry itself where this is possible, but in many cases
will have to come, at least in part, from the public sector, including inter—
national development funds. In additicon, there will have to be investment of
other kinds, or prior expenditure, if an ‘increase -in production of more ‘than,
say, 20 million t/&ear is envisaged: +this Tigure ig perhaps the most that
cculd be utilized without deliberate effortw to develop additional markets
and transport links; moreover, for some potential rescurces, research and
development is required on harvesting or production, and on processing.

R ——
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The present efforts, however, are neither comprehencive nor coordinated, and
are not necessarily aimed directly at increacing food production for the
developing countries; moreover, as remarked earlier, the amount of effert at
present cxpended on the major latent resources is not commensurate with their
potential importance as sources of animal protein foods.

3,3,2 The research and development reguired includes technical development of
the means of harvesting or production, in the case of krill, and for e:xploiting
some kinds of opportunity for aguaculture; also for the oceanie squids, where
however no programme of technical development ic likely to succeed without
prior research, Technical development, supported by resecrch, is ulso required
on the processing of some resources into acceptable producis, including krill
and squid, but alsc a large proportion of the underexploited potential of more
conventional species.

A large effort in needed to ascertain the acceptability of new speciles
and products, and of both new and existing products in areas unfamiliar with
fish. Marketing trials and preliminary costings would be followed by quasi-
full scale trials and demonstrationg, which in favourable casez would lead to
investment in commercial systems, supported by extension® work.

.Such technical development, market acceptability trizls, pilot-scale
projects and extension work are unlikely to take place in the context of fish
production for the developing countries unless funded from publiec sotrces, and
accorded streng international support by way of technical assictance, manage-—
ment expertise and coordination.

3.3.3 It is less obvious whether much investment from public scurces will te
required in the commercial distribution and marketing of fish, once the
necessary pilot schemes have demonstraoted the possibilities. I might be
needed, for example, if there was a requirement for long-distance trensport
of fish by insulated or refrigerated railway wagons, as has been suggested for
the supply of marine fish to Calcutta from the east cocst of India, However,
fish and fish products are transported on foot, by bicycle, by handecart,
animal transport, truck, train, boat, ship and aeroplane; they may Dbe zold

at the side of the road or from a deep--freeze cabinet in -~ supermarket: cr
ready~to-eat in a restaurant or from a street booth; most or all of these
systems can be found in both developed and developing cowntries. A large
proportion of the fish products likely to be distributed in the hinterlinds
of developing countries will be designed for transport by local carrier or
bus, and for storage under ambient conditions, so that no special investment
will be required.

Since the transport, distribution znd retailing of fich are usually com-
petitive but nevertheless quite profitable, investment in this part of the
system is more likely to be forthcoming from the private scctor thon io invest—
ment in means of production. Moreover, marketing and distrivuticr zre likely
to be undertaken by a very large number of gmzll enterprises in maony c.ges
However, some degree of vertical integration may arise as o result of deliberate
policies.

3.4 Investment Requirementg: General Assumptions

3.4.1 In order to arrive at a preliminary estimate of the investment required,
some production target must beo assumed, and further assumptions hove to be mrde
about the relative contributions of the capture fisheries and aquaculture; of
various fish stocks in the capture fisheries; and about the forms of the pro-
ducts and the iypes of fishing vessel and procescsing plants required.

L
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3.4.2 One production target, still well below the ultimate potential, is

225 million t/&ear; the derivation of this particular figure from targetc of
per caput consumption at the end of the century, and the azsumptionc regarding
the allocation of the total catch between developed and developing countriecz,
are set out in section 4 below., An implicit assumption is that there will be

a deliberate efiort to increase the trend of fish production above that indi-
cated in the estimate of effective demand quoted in 1.1, so that more of the
potential production of 300+ million}t/&ear would be utilized than iz implied
therein,

3ude3 A total production of 225 million t/&ear might be made up as cet out in .
Table 4 (cf., Table 1 and see text 1.3, 2.2, 2.3). Of this, 70 million t/yecar
are already produced: 5 million tfyear from aguaculture and the rest from the
capture fisheries. The amount utilized as fishmeal might remain about the

game as at present. P

i

3+5 Investment Requirements: Capture Fisheries

3.5.1 Pirst costs of fishing vessels vary widely with country of construction
and materials used. Ectimates of average prices of new vessels of varioud
types in 1976 are given in Table 5a, together with the average amnual catch
believed to be attainasble by each type. The estimated prices of various types
of installation for processing or preserving the catch at or near the point of
landing are given in Table 5b, expressed as a capital cost divided by the
annual throughput of the plant in tons of fish.

3.5.2 The contributions to the increase in production required from the various
capture fisheries at present underexploited are sét out in Table 6a tcgether
with the numbers of vessels required and first cost at 1976 prices. The corres—
ponding invegtment in trained manpower and extension workers is set out in

Table 6c.

34543 The estimated investment in processing plants, etc., is set out in

Table 6b, This is based on various assumptions about types of product and

the level of sophistication of the processes employed; one major ascumption

iz that world production of fichmeal for animal feeding stuffs will continue
at about the present level, but at new locations and using new plants, The
investment for upgrading the utilization of that part of the present catch now
turned into fishmeal (about 20 million t/year) has therefore been included,

3.5.4 Experience in FAO and the Development Banks indicates that in some
gsituations the cost of complete port installations can equal the cost of the
fishing fleet (cf., Tables 6a and 6b). However, only the specialized instal-
lationg are usually regarded az a charge on the fishery industry; in
oost/henefit analyses, the harbours; roads, water supply schemes, housing,
schoolg, hospitals, etc., are regarded ag a contribution to the general
cconomic development of the district.

3.6 Investment Regquirements: Aguaculture ;/‘“\\

3.6:1 Two main levels of aguaculture can be envisaged, although there may

be intermediate levels toc: lorge-scale enterpriscs, with comparatively large
capital outlay, centralized management and a certain degree of vertical inte-
gration; and small-zcale operations ranging from subsistence farming by indi-
vidual family units to small production units operated as a part-time or off-
geason occupation by gcmall farmerz or fichermen. The small-zcale operations
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lend themselves very well to integration into rural economics and can have an
important role in rural development; like pther fishery enterprises, they help
to provide a counterpull to the processcs of urbariezation, ~The success of
small-scale fish farming would depend very largely on the effectivenesc of
cupporting services including technical agscistance, extension services, and
credit provided hy the state, including come necessary inputs provided con
credit. Large—occale operations may also need come of the cupporting services
but may be able to attract external finance more easily; however, appropriate
incentives will have to be provided by the government.

3,6.2 In aguaculture as in other iypes of fishery enterprice, pilot-scale
operations to test the economic viability of the different types of culture
gystems that might be adopted in a given district, and to demonstrate the
techniques, are of special impprtance in stimulating commercial enterprise and
attracting invesiment. e

3,6.3 Through regional workshops organized by the UNDP/?AO Aquaculture Develop-
ment znd Coordination Programme, in Africa, Asia and Latin America, national
ten-year development plans for figsh farming have been prepared for 32 developing
coumntries. The combined target is 5 million t/&ear, and it is estimated that
world production would bte further enhanced by similer increases in other
countries. Most of the countries attach the greatest importance to small-

scale operations as part of integrated rural development PIrogrimmes, but there
is also interect in large-scale production for export. Finance is required to
procure land and construct ponds or other culture facilities; and alsc for
egtablishing facilities for research, training and extension work, and the
production and distribution of such inputs as seed, feed, fertilizers and’
pesticides. Supervised credit linked to extension services will be needed for
the operation of the enterprices.

3.6.4 There are obvious difficulties in making accurate estimates of the magQ”
nitude of inVestment required at this stage. Very roughly, of the 5 million
t/&ear increzsed production, one fortieth may be high valued ocpecies, the
costs of “production of which may be around .84 750/%on; the remeinder may
cost arcund U.S.§ 150/%0n to produce. The total investment associated with
these figures has been estimsted at US.§ 385 million for 5 million t/year
including price of land. About 9 000 technicians, 1 000 agquaculturists and
100 high level specialists will have to be trained during the next ten yeirs,
and about U,S.$ 60 million will be needed to gtrengthen research, training

and information exchange. A good part of these sumg can be expected to come
from national resourcec, but most developing comtries will 2lsc nced finance
from external cources to facilitate rapid development. Regional and inter-
regional programmes of cooperative research, training and information exchange
are essential to the development of aguaculture and will require multilateral
or bilateral financing.

3.7 Investment Requirements: Marketing and Digstribution

3.7.1 Ag indicated earlier, marketing and digtribution of the increased
supplies of fishery products will in many caec attract o large number of
omall cnterprises, and their need for capital may be very cmall. In other
cases, €.g., a cold chain, fishery products may not be the only ones handled.
No attempt hag been made to eotimate investment requiremcnts for this part of
the gystem, so that for this reason the total figure gquoted below 15 on the
low pide. '
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3.8 Preparatory Expenditure

3.8.1 The exploitation of many of the opportunities indicated above cannot or
should not be undertaken unless and until the necessary applied recearch and
technical development have been carried out. Concurrently with invectment in
those cases where commercial operations can begin more or less as coon as the
necessary finance can be found, these preparatory activities should begin.
They will include exploratory fiching aimed at identifying the most effective
methods and equipment for harvesting the resources; technical development of
methods of catching and processcing on board in some instances; acceptability
trials of both old and new fichery products, supported by product development,
and followed by pilot—scale marketing. These wct1v1t1tu will provide the inputs
for systems analysis, cocts and earnings studies and investment appraisals.

3.8.,2 The preparation 34 possible programmes of such activities has, in some
cases, only just begun, or has scarcely yet begun. However, on the basis of
past experience of development of new high techrology in the fisheries, it can .,
be assumed that costs of development and associated activities mignt be very
roughly 2 percent of the eventual initial capital invesiment in the new gystems.
Considering the very broad and tentative nature of the estimates of require-
ments for capital investment, such a sum is well within the range of possible
errors, However, the necessary work may not take place unless deliberate
provision is made, so research and development are included in Table T as a
separate 1tem.

3.9 Assurance and Contingencies

3.9.1 After the initial capital investments have been made, contiruing

support is of course necessary by way of research and detail development,
advisory services and the like. One form this must take is the mor.itoring of
the state of the stocks, and the study of their distribution, abundance, life
cycles and behaviour, together with studies of the effects of fishing, in order
to provide a sound basis for management of the fisheries. In some countries
the continuing expenditure on research and development is as much as UsS.8 5
per ton harvested cor more.

3.9.2 For reasons outlined earlier, governments also have to previde direct |
support to their fishing industries. It cannot be assumed that new fishery '\
enterprises will be financially viable in every case, any more than are all -
existing fishing fleets. Judging by some recent Western European sxperience,
the support required might be as much as [.S.§ 10 per ton of fish caught and
landed.

3.9.3 If these forms of support had to be provided to this extreme extent

not from revenue but by interest earned on other external investments, and if

this was 5 percent per annum, the investment related to increased production
in the capture fisheries might have to be 1nLrLL;od eventually by roughly
U.S.% 45 000 million., The use of internal revenue and profits to support
essential food industries ond services is, however, sc1¢ou expressed in B0
extreme a fashion.
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3.10 Investment Requirements: Global

3,10.1 In Table 7 the various requirements are listed and totalled. It will

be seen that to increase world fish production from 70 million t/&car to

225 million t/year an additional initial investiment in capital eguipment, man-
power and technical development is required of something around U,5.§ 60 000 million
at 1976 prices (see however 3.7.1 above), or about U,S,% 400 for every 1 t/year
additional output, on average, 5 : .

3.10.2° This does not include the requirements for replacement of the systems
producing the present 70 million t/&ear as they become obsolete or near the
end of their economic useful life.

The useful life of a ship is 15 tb 20 years, so that if ar accelerated
programme of fish production™began in/1980, some of the capital equirment pur-—
chased near the beginning of the programme would need to be replaced shortly
before the turn of the century. No sum has been included for this in Table T,
either for eguipment used in capture fisheries or for aguaculture (some of the
capital in aquaculture is invested in land). ' i
3.10.3 With the foregoing provisos, it would seem as if a world production of
fish of 225 million t/year (an additional 155 million t/year) could be achieved
by the end of the century with additiocnal invesiment at an average rate of not
less than U,S.$ 2.500 million a year at 1976 values., (Cf., U.S.§ 16 000 million
annual rate of investment in agriculture in developing countries.)

S
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4. DEVELOPMENT POLICY AND PROGRAMME

o

4.1 Development Mechanisms

4¢1.1 Few new fisheries enterprises are nowadays established without at least .
strong encouragement and support from governments; in the case of developing 5
countries, assistance of various kinds is usually required from tilateral or '
international sources also. This will be even more true of the exploitation

of much of the remaining potential, and especially if this is directed toward

production of food for the developing cowntries.

4.1.2 Even if there may be cases where the proposed new cnterprises are believed
to be commercially profitable, in which cases provision of capital may be less

of a problem, it is more than usually difficult, in fisheries, to predict costs
and earnings with any degree of confidence unless there have been full-scale
practical fishing trials_and thorough market investigations, including, if
necessary, product acceptability tests. Such preparatory investigations are
expensive, and a major constraint on the rate of fisheries developmert has been
the lack of resources to mount such trials. Governments are often the only
possible sources of funds for testing the operational and commercial viability
of proposals for invesiment in fisheries. ’

-

4.2 Production

4.2.1 The fisheries offer a very large potential for axpansion of production
of arnimal protein foodstuffs for the developing countries. Harvesting of much
of this presents no technical problems, and where there are problems, these
appear soluble in the short term, except perhaps in the case of oceanic squids.

Development of products and markets is required, but there is a large
variety of possible products suited to the conditions of marketing and distri-
bution in developing countries.

4;2.2 Because of the general need in the develeping countries for technical
assistance, management support and capital, and more especially becauss some
of the underexploited fishery resources are in oceanic areas or in seas remote
from centres of population, the expansion of the fisheries sc as tc increass
food production for the developing countries will require planning and invest-
ment at intemational level.

4.2.3 In view of the general economic characteristics of fisheries, it must
be doubtful whether, if development 1s governed by a requirement to operate

at a profit, even the annual production of 150 million t/&ear, estimated from
trends in population, purchasing power and prices, will be reached by the end
of the century, unless a combination of growing scarcity of food and increased
purchasing power results in an increzse in the relative price of fish, or
better management of the fisheries results in better profits for the partici-
pants. It canhot be agssumed that food fisheries in gencral are an attractive
form of investment Tor the financier or entrepreneur.

Thus, because of the risks and wncertainties, the potential of f
may not be realized as soon as ig desirable unless deliberate action is taker
at national and interaticnal level, Nevertheless fish may be the most g ]
and easily exploited source of the needed animal protein and the cheapest ir

terms of some of the scarce resources required for its production, and the l
potential is large in terms of world requircmants.

b
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4.4 Programme and Priorities

4.4.1 It is therefore suggested that provision might be made, from intermational
public funds as far as may be necessary, for expansion of production from the
fisheries to — say - 225 million t/&ear by the end of the century. Priority
should be given to the production of food in and for the developing couwntries

for direct consumption therein, except insofar 2o practical considerations
indicate the utilization of some resources in developed countries, ‘thercby
making other foodstuffs more readily available for consumption in the developing
countries,

Investment in fisheries on crustacea and tuna and other fishery products
for export to developed countries should not be included in the above category,
unless a direct connexion with increasing food production in the developing
country can be shown. :

4.4.2 In order to realize the potential, certain activities in the fields cf
technical development, exploratory fishing and market development must be .
initiated, reinforced or expanded, in order to identify the opportunities mere
clearly and provide information on the basis of which to evaluate the varicus
options.

Only then can practical proposals be drawn up, taking intec account the
needs of the individual developing country; the location and accessibility of
underexploited stocks or the availability of sites for aguaculture: the local
will to develop fisheries -and expand the market for fish, the availability of
potential fishermen, and other national capabilities, existing and potential;
the acceptability of fishery products by the potential consumers.

Nothing like a world plan, or even regional or national plans, can te
drawn up for increased fish production without carrying out a series of studies
and practical investigations, sea area by sea area, district by district, of
the factors listed above., A good deal of the necessary information does, of
course, exist in FAO., To identify the opportunities more precisely and in
greater detail, and to estimate the costs and benefits of exploiting them, is
the object of much of the work of FAO's Department of Fisheries in cocperation
with UNDP, the Development Banks and other agencies operating in the fields of
international and bilateral aid and technical assistance., It requires, hewover,
more inputs by way of the results of exploratory fishing, market surveys and
acceptabllity trials of new or unfamiliar products.

4.4.3 Fumds and other resources and assistance are thercefore needed in addition
to, and in many cases in advance of, the funds required for investment in explei-
tation. They would be allocated to such activities acg the following:

(a) Market trials in the developing countries of products made from fish at
present utilized as fishmeal, or not utilized ot all, including products made
from "unconventional speciecs where appropriate, all coordinated with (b);

also product development and rescearch in support.

(b) Intensified and more widespread exploratory fishing on resources potentially
exploitable as food for developing countries, coordinated with (a).

(¢) Mcouragement of small-scale fish farming: establishment of demonstration
farms and supporting servicos.

B
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(d) Development of large-scale fish farming: site identification, pilot-scale
development, supporting services, demonstration.

The above activities should have first call on available funds. Next, fimds
should be allotated to:

(e) The development of mollusc cultivation as for large-scale fish farming in (d)
above, and coordinated with (a),.

(f) Immediate practical action to prevent loss and wastage (use of ice, rodent
control): demonstration and extension work.

(g) Development of means of utilizing the by-catch from the shrimp trawling
industry.

Concurrently, the folldﬁing work should be undertaken by governments of
interested developed coun%ries, if possible in conjunction with any intercsted
members of the Industry Cocperative Programme, and under the general coordina-
tion of FAQ:

(h) Development of systems of exploiting krill and mesopelagic stocks of fish,
and investigations on utilizing the products in developing countries.

(i) Applied research on oceanic squid resources, .
(i) Research on further prevention of waste and loss.

4.4.4 FAO's Department of Fisheries is already actively engaged in drawihg
up programmes of research and development wider several of these headings,
including arrangements for coordinastion of research at nationzl level,

This is the latest phase in a continuing effort to moke it vossible to
exploit much more fully in the future the grest potential of the fishsrie
a source of supply of animal protein foodstuffs for the developing countir

and the world as a whole.

[{I e}
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G.C., Eddie
Rome, March 1375
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Annual yields in million metric tons — rounded figuresi/
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Table 1

PRESENT AND PQTENTIAL FISH RESOURCES
(Based on FAO Fisheries Report No. 175)

- .‘/"
b/ Includes 3~4 million tons from shrimp fisheries

Includes capelin

Smaller tunas, bonito, etc.

g/ Estimated possible production by 1999; excluding molluscs

T I

— Used for Lied ??T : hended Not ; Not

Resource- ~ e e B eop cpaduetion - nol b .

food ; anded caught
etc. | used ;
. & i ; v/
Marine demersa} ¥ ML 8 1 4 to 5— 15
Small pelagict 11 17 - - Ea
Others (tuna, etc.) 3 - 4 = 2
"CEaT ARt ST T a1 B - - 0.7
Molluscs 2l - - = >,
Cephalopods 1 - - = 10 te 160
Mesopelagic species N - - - - 1C0
Buphausiids - s - - B0 %o 150
Fresh water species 10 = - - - 5,/
Aquaculture 5 -~ - - 50=
¢ ©r /;‘ -
- ") T A 2
g/ Data on utilization refer to 1969-71 aver%ge?;“ A~ N T
Lo &,
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Table 2

DIRECT AND‘INDIHECT YIFLDS OF PROTEIN FROM FISH
(Source: FAO Fisheries Repert No. 175)

The figures are equivalent percentage of protein,
based on that contained in the landed fish (live
_ weight)., See also Appendix A.

- Developing areas Developed areas
Product d i '
White ! Oily White 0ily
fish fish ; fish fish
e .j : =
' | !
Fresh (including processing of _
of fouts and offal) .1 63 54 72 | 62
Dried ' 50 44 T8 - 62
Salted and dried : 42 ¢ 36 59 53
Smoked and dried K 54 46 i, 62
Canned : N - L= 58 58
Frozen (skinned) T T 10 60
FPC Type B %small fishz Yo |7 o T | - 47 -
FPC Type B (large fish T2 12 - s
FPC Type A 70 91
(ex full meal)
9
(ex presscake)
FPC Type A (functionalized) - - T 88
‘ ?(ex full meal)
76
j (ex presscake)
Fish meal (via chickens and pigs) - - e 31
Fish meal (via farmed fish) - - i\ A8 L 45

T B
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Table 3

FISHERIES SECTOR: ESTIMATED OFFICIAL DEVELOPMENT ASSISTANCE, 1974

(Source: FAO/COFI/75/8)

r

.. Source UeS.8 million

_‘Direct”bilat@rgl“assistanpeé/ Wllapprox. 50..0
Bilateral assiZtance ch

!
multilateral agenciesk ! 2.0
UNDFVTAO executed assistance 9.5 /
Development banks 83,42

TOTAL ; 144.9

a?nelled through

i
i
|
3

Including small but unquantifiable aid from non—-governmental
organizations, e.g., MISERICCR, OXFAM, etc.

Including official aznd non-governmental assistance

Loans for fisherieéqapproved during the year
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Table 4 /

POSTULATED CONTRIBUTIONS FROM VARIOUS SOURCES {
TO INCREASED PISH PRODUCTION

Yield, million t fyear

i
Source % . :
l

1
Present l Increase , Total

Marine demersal: Hl
small scale fisheries . o
otmmmpods)‘ .

Small pelagic: :
‘small scale fisheries
other

T-Lm.a, etce % s u o i

Crustaceans

Holluscs

Oceanic squids

Krill and Mesopelagic

Fresh water species:
small-scale
other : 24

Aquaculture e, e

Post harvest losses, dl%cards, ete.

no
] o= O
v O O = v\
\‘:\,

S

i\_ﬂ&lh-ﬁ\ I

A\ MO

(Y]
b2

b

=

\n

w QN0 0

N
e

i

O &S o ON

E/ Cultivated

et e g e o e i



Table Ha

cosTS (1976) AND PRODUCTION PERFORMANCE OF VARIOUS VESSEL TYPES

: e J-Yessel Size. Cost Catch/vessel
Fishery LOA, m “ By it
\ or GRT U.S.$ 000 % /year i
~
J
. . Sup . i
Small-scale (fresh water . e —
and marine) . 9—12 m./ KT B g
Other fresh water 13=15m 45 200
Marine demersal 21-30 m 25 600 -
Small pelagic 21=-30 m 250 1 500
Krill and mesopelagic 2 BO0 T 8 000 20 000
Oceanic squid ? 600 T 2 Q00 3 000

N S——)



Table 5b

- --=—=— ASSUMPTIONS-REGARDING COSTS OF SHORE INSTALLATIONS

—,
__Type of Installation.

Capital cost, U.S.§
per t/&ear input of fish

Fish meal plant, sophisticated deulgn

Drying systems, low technology

Other forms of processing, including
sophisticated drying

Port installations, including harbour works
directly associated w1th flsherles
operations - - : N

Processing etc., of farmed fish, say

(20 to 60) 40
( 4 to 60) 10

100

‘Assumed to averazge one—

quarter of the cost of the
associated fishing fleet,
see text: 3.5.4

50
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Table 6a

ESTIMATED NUMBERS AND FIRST GOSTS OF ADDITIONAL VESSELS REQUIRED

(Sce Tables 4 and 5a)

;
L

Fishery . Ibstu?ated contribution | Number of Capita? c?st
” million t/year vessels UeSe% million
{
Small~scale 10 125 000 2 125
Other fresh water, A 25 000 1125
Marine demersalﬁ/ﬂ(including "
——eephalopods) 14 23 500 | 5 750
(Small pelagicd 16 11000 | 2750
Krill and mesopelagic 45 2 250 | 18 0C0
Oceanic squid i 3 300 & 6C0
TOTAL FIRST COST OF VESSELS: . ﬂik 36 350
g | fDV

1

a/ Excluding small-scale fisheries

e P e e
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Pable 6b

ESTIMATED COSTS OF SHORE INSTALLATIONS

Total cost

R U.S.$ million
_{
. Harbour installations, see Tables 5b
and 6a . 9 00
Fish meal plant, 20 million % /fyear 800
Low-technology drying, say 30 million o
t fyeard 300
liore sophisticated shore insta%%ations
for up to 25 million 1 /yeard/B/ 2 500
45 million t/year farmed fish 2 250
- - sarepa g 14 95C

g/ Includes provision for alternative proceésing plant
for 20 millien t/&ear, at present converted to fish
meal and oil

E/ Excludes supplies processed at seat krill, mesopelagic
fishes and oceanic squids totalling 55 million t fyear
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ESTIMATED COST OF INVESTIENT IN KEY MANPOWER
(Capture fishcries)

. b/
St Number of Training costs—
Fish &
Sas ey of ticerd’ U.S.3 million
1 3

Small-scale (5 000 ext. workers) 420
Other fresh water 63 000 190

Marine demersal 58 000 T
Small pelagic : _ 28 000 &5
Krill and mesopelagic > 13 500 40
Oceanic squid 13 200 ‘ 40
c/ ) ' 95C

Key manpcwer for shore installation— : :

and supporting services - . _ ) : 200
1 156

a/ Skippers and chief engincers, one each per vessel plus allowance for
wastage; three each for krill vessels:; two each for oceanic squid vessels

E/ At U.S.$ 3 000 per trainec for seagoing officers

E/- At half proportionate rate as for scagoing officers in relation to
jnvestment in capital equipment, see Table .Db

e




- 36 =~

Table 7
SUITIARY OF ESTTMATED GLOBAL INVESTHENT REQUIRENEN
(for an increase in production to 225 million t fye

ma
i
ar

)

—Item ,[ Oast .
"Ll T U.5.% millicn
Fishing vessels, see Table 6a 3¢ 350 |
Training of key manpower 1 156
Shore installations 14, 95¢C
Aquaculture installations at U.S.% 89
per t/year outputé/l including i
supporting services 4 450
: T 56 9C0
Major technical development&/say-— 1 140

Assurance and contingencies=

a/ Sec text: 3.6.4
b/ See text: 3.8.2
E/ See te__}c‘b:_3.9

d/ Does not include provision for: replacement of otsolete
or worn—out equipment, sce text: 3.10

3/ See, however, 3.7.1
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APPENDIX L

DIRKCT AND INDIRECT YIELDS OF PROTEIN FROM FISH

The effective availability of protein to the conmsumer from food prouucts
is influenced by a number of factors. The protein content of food products
at the time of harvesting is rcducecd during subscquent phases of processing,
storage, distribution and final use of the product.

Detailed and comprehensive investigations of such protein waste arce not
available for either fishery products or other Food. In the following, sone
estimates for alternative uses of fish are prescented for further research
and as an indication of the relative protein conversion e¢fficiencies. They
are based upon known facts concerning processing yields and on experience in
different areas. Data are presented separately for udevelopea anu developing
arcas, mainly because losses during processing and distribution 4iffer sig—
nificantly and also becausc the possibility of recycling waste or offal from
processing operations frequently does not exist in developing countricgs

In the following table the figures are expressed as cguivolent por-
centage of protein; based on that conmtained in the lancded fish (live weight).
The protein percentage quoted includes, where appropriate, flesh recovercd
from offecuts as well as protein becoming available for humen consumption by
utilizing residual offal.material for the production of fishmeal which is
then fed to chickens, ctc.

Explanatory Notes

bt

(a) In developing areas little usge, 1if any, is made of offcuts éﬁQ1offalo

(b) In developed arcas white fish industry trimwings are treatec for the
recovery of shredded flesh for dircet human consumption, whereas wiih
oily fish offouts are diverted to the fishmezl plant.

‘(¢) Losses occurring in storage and distribution due to decompogition or
loss of protein quality arc greater in developing arcos.

(d) In the salting of fish leaching losscs arc discarded: losses due to
pinking organisms can be heavy at times.

(e) Smoke constituents have preservative and antioxidant properties.
(f) In fishmeal manufacturc some losses ocour Jdue to breskdown of fish
but such losses arc minimized in well—-operated plants, in which blood-—

water and stickwater are recovorcd.

(E) Return of concentrate to the presscake results in only minimal reduction
of protein quality of the resultant fishmeal.

(h) Protein conversion efficicncy is greater for formed fish than for
chickens.




(3)

(k)

e BB

In the manufacture of FPC type B the only losscs are thesc occcurring
in the icing of the raw material whereas in type A4 further lesses
oceur during fat extraction.. :

Large fish are headed and gutted before conversion to FPC type B;
also all white fish for FPC type A manufacturce is assumed to be
headed and gutted; offcuts from large fish in the marufacture of
FPC arc diverted to fish reoauction plants.

Skinning cf fish is practiscd on an increasing scalc.

-
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