CHAPTER 3. DEVELOPMENT OF THE PILOT PROJECT
-AREA

3-1  Development Plan for the Pilot Project Area
3-1-1 Agricultural Production and Land Use Plan

{1) Introduction

Bulgaria currently faces major constraints to improving its agriculture.  The concentration

of the former state owned capital resources within the cooperatives, combined with the fact

that the current marketing system is closely linked to the large parastatal markeling

structures, both restrcts the access of hew entrants (o agricu!iure production and hinders

the development of eflicient market drven and appropriate scale marketing systems.

Completion of the fand restitution followed by land consolidation; privatization of the state-

~ owned agro-industries; and a reduction in the base rate, or preferential rates for agricultural

lending are necessary pre-conditions for the success of this project.  Limited access to

ciedit at appropriate rates; a machinery fleet that is aging and composed mainly of large

scale cquipment; the lack of recent investment in the orchards and vineyards; and an

ineflicient agroprocessing industty are restricting the current options for agricultural

development and increased production. ~ Other impedihwnls include the labile state of the . = -

curfent orgamzauonai structures, the shrmkmg domestic demand for high value products,

the small size of the current ownership units, and water pricing.

Fortunately, the Nova Zagora region has the advantages of a rich agricultural resoutce base

in terms of its soils, water, climaie and technical expertise and given the necessary changes

in the current impediments to agricultural development has the potential 1o become a major

producticn arca, and a strong competitor in the domestic and international markets for

agricubtural and horticultural products. Nova Zagora is' convieniently located on the

international notth-south  road from Romania to Turkey allowing it to serve not only

Bulgaria, but also Western Europe, and the Near and Middle Bast. - The investments

required to Tehabilitate the M3 canal and its associated irrigation infrastructure are small

compared to the investntents required to rehabilitate other inigated locations in Bulgana.

A further advantage of the site chosen is that the whole pilot area can be served by grav ny, :

which avoids the use of expensive electricity or fuel.

(2) tand Ownership versus Land Management

According to the Nova Zagora Municipal Land Committec as shown in Table :\- -6 in the

Appendix A, the 17,144 ha of farmland in the nine villages of Asenovelz, Bryastovo,
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Zagonii, Karanova, Korten, Lubenetz, Nova Zagora, Stoil Voivoda and Sabrano has 7,629
registered owners, making the average ownership 2.25 ha. - Clearly this is not an economic
farm unit and so these small parcels of land are being grouped for use in a varicty of ways.
Some owners ar¢ giving their fand to the cooperatives to f‘anil, others are leasing their land,
yet others are combining forces with other landowning family members and friends to create
their own economic management units. A variety of alternative methods exist and the
predominance and importance of a particular method will obviously vary over time with the
legistation in force and the economic incentives offered to land owners by land users.

The pitot project area is 13,200 ha, so assuming the same pattern of land ownership occurs
in both the larger area of the nine villages and the project area, a reasonable assumption,
then 5,874 owners are estimated currently in the project area.  Another estimate is that
approximately 73% of the current Jandowners live away from the village where they own
tand. Using this proportion, this means that only about 1,579 of the projéct area
landowners are potentially able to directly participate in farming their tand. Furthermore,
due to age, altemative employment, lack of interest etc. the direct participation of the
~ resident landowners is not likely to be 100%.

Using the results from the fann survey an estimate of the number of people cutreatly with a

direct involvement with farming in the pilot area has been made, as well as of the area under

and number of each farm type. © Based on the current levels of employment by farm type,
“an estimate of the number of resident landowners directly involved in farming in the pilot
. project area can be made.

In the table below it is assumed that cach cooperative employs an average of 31 people,
each corporation 20, each leasee 5, each private farmi 1.5 and each partnership 10 people on

average.

_ - Small Medium  Pariners Large Coop. Totals
" Total Area 1,400 ha 1,500 ha 340 ha 600ha 9360ha 13,200 ha
. % Area 1N % 11 % 3% 5% 70 % 100 %

" Number 100 20 2 2 12 :
Av. Area f4ha  75ha 170 ha 300 ha 780 ha. :
Resident - 167 179 41 72 1,119 . 1,579
Involved 150 100 20 40 372 - 682

+ Using these ﬁgurcé, currently out of the calculated 1,579 resident owners, it is estimated
" that only 682 or 43% are directly involved in the day to day management or operation of

11t-3-2



the project arca farms.  The other 57% presumably receive payments of some sort for the
use of their land, but derive theic main income and employment elsewhere.

With time there will obviously be a varicty of chémges in the way land in the project area is
owned and managed.  Although an exact calculation of this future condition is not possible,
another rough estimate can be made.  Based on the demographics the resident population
of the Nova Zagora district is expected to decline, (see rural development section). If we
ntake the assumption that the resident population of landowners will decline by 22% over
the next ten years from all causes, (death, migration, old age, falling birth rates, sales of land,
changes in employment etc.) then we will have approximately 1,231 resident landowners in
the project arca in ten years time.  If we make a further assumption that private farms will
expand in importance and number, and that the area farmed by the cooperatives will decline,
(another reasonable assumption} then, using the same numbers for employment by farm
type and projecting the arca under cach farm type, we can estimate the numbers of resident
landowners directly involved in the fulure.

Smalt  Medium  Partners  Large Coop.  Totals
Total Area 2,000ha  4,000ha 1,300 ha 930 ha 5,000ha * 13,200 ha .
% Areca 15 % 30% 10 % 7% 38% 100 %
Number 133 100 20 3 5
Av. Area 15ha  40ha 65ha  300ha 1000 ha :
Resident 200 500 200 06 265 1,231
Involved 200 500 200 680 155 1,115

Using these parameters, the number of people directly _in‘i’olved in agriculture has been
estimated to be 1,115 after ten years or 90% of the resident landowners, an increase of
nearly 50%. The 10% of resident landowners (116) not directly involved in farmihg are
‘assumed to be deriving their income from rents received and :em'ptoym_ent in the related
industries such as processing of farm products, which are expect to expand and grow as the
project production conies on stream. | '

In order to visualize the transition of farm types from without fo with Project conditions, the
following figure has been prepared together with the land use of without and with Project
conditions. ‘
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3

(4)

Proposed Cropping Pattern

Cropping patterns were dcvcloped for five main farm types; smalt farms of 15 ha average
size, medium farms of 40 ha, partnerships of 65 ha, large farms of 300 ha, and cooperatives
of 1000 ha af'erage size.  These five cropping patterns were then used to develop the farm
budgets and the project retumms.  For further detais see (3-1-2 Farm Management Plan)
and Chapter 4 Project Evaluation. The table below shows the proposed cropping pattemn at
the end of ten years. It represents an aggregate of the five diftferent cropping patterns,
which are shown in détail in Appendix D.

The areas for the without Project cropping pattern were calculaied as an average using the
figures for crops groWn'in the projéct area over the last few years supplied by the
agronomist Nova Zagora Municipality. The yields for the without project cropping
pattern came from a variety of sources, including the fanm survey.  The areas and yields for
the with Pm;ect scenario represent a conservative eslimate of what is ceﬁamly possible in
the Nova Zagora arca after ten years assuming good varieties, irigation (where
appropriate), availability of labor and machinery, and the appropriate use of fertilizer and
pesticides.  Other assumptions used to develop the cropping pattems include:  that barley
and wheat, given the good winter rains in most years, will always be grown as a dryland
crop; that any malze grown will always be irrigated; that the majonity (84%) of the
sunflower will be grown without irrigation, that the area under fodder and vegetables will
greatly increase as the economy improves and concurremly the demand for meat and fresh
vegetables increases;  that the curent average yields of fruit and grapes are very low, as
large areas under vines and orchards aré almost completely out of use, but with investmeny
into rehabilitation, new varieties and ifﬁgaiion large average increases are poséib!e.

Achieving these Potential Yield !ncreases ‘

These projected yield increases and shifls in the croppmg paitem are predicated on a
number of assumptions, many of which have been mentioned elsewhere. ‘These include the
completion of the fand restitution process, access to credit ‘at economic rates, and land
consolidation. ~ Direct project interventions that will be pre-requisites to increased
agricultural production include: that the irngation system is rehabilitated, that \Vater'tlser_
groups are established, (or some othef' system for improving the maintenance and
management of the on-farm facilities); that the 111arkéling of cereals and hodticuliural crops
in the project area is enhanced; and that farmers access to information, machinery and inputs
is improved. '
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3-1-2

“The MAFI proposes to develop the capacity of its regional office in Sliven to serve as an

extension service.  Nova Zagora itsell is another candidate for an new extension oflice.
The role of this particular project in these oflices, which will be funded primarily by MAFI
and EC-PHARE, will be support and haison, including the collection and provision of
technical and market information, funds for its dissemination, improving the access of
extension staff to new and improved technologies and training opportunities, as well as
improving the liaison between the field extension officers and the national Extension Centers
and centers of excellence within the Agricultural University and Research Systems.

As part of this latter reconimended project intervention, the preject budget includés a
provision for sufficient resources to allow the MAFI’s Extension Service to provide on-
farm demonstrations.  To give an example, current maize yields in the Project area vary
quite widely from fann to farm.  The current average yield is well below the yield potential -
As a way to rapidly achicve project bencfits, the extension oflicers will demonstrate
improved maize technology on fanmers fields throughout the project arca.  ligh yielding
maize lines are currently available in Bulgaria, and vields of up to 10,000 kilos per ha are
possible.  Within each village, maize plots can be established working with local farmers,
with supervision of planting and fettilization rates, application of the necessary pesticides,
and irrigation of the right amount at the appropnate time these plots can be used for field
days laler in the season to encourage neighboring farmers to use the improved varieties and
praclices. ‘

Given the expected increases in production following the improvemeni of the irrigation
infraétmclure, in the short mn, basic facilities should be cither be prdvidéd or r'ehabilitétcd at
appropriate locations for the on-farm storage of cercals and for the collection and transport ;
of  fwuits, vegetables and flowers to the Wholesale Market at Sliven.  This is deali with in
more detail in the Marketing section The project will also develop and strengthen
producer and marketing groups in collaboration with the MAFI, which would alsa be
responsible for establishment and enforcement of grades and standards, as well as supply
and collection of market information. With time, storage, grading and packaging and pre—
cooling could be added to a central location as and when appropriate. '

Farm Management Plan
The farm management plan is formulated taking into account the development strategy of |
the pilol project arca.  Accordingly, the plan is assumed the land restitution in the area is

completed, ie, after definite farmland boundary and notary deeds have been issued to all
farmers in the pilot project area.
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{1)

(2

Farm Management
On the basis of the cropping pattern, land use, and past cropping perl‘ommnce the plan is

formulated applying the following assumptions:

- Cropping pattern: No major alteration of the current cropping pattern would be
applied due to climatic and other conditions.  Accordingly, cropping patternis 1 crop
per year with a maximum cropping interisity of 102.5 percent. (vegetables: 2 crops a
year)

- Land use: Wheat, maize vegetables areas are expanded.:

- Management:  Agricultural  production cooperatives and private  farmiers.
Cooperatives operate mechanized farming,  Private farmers use mechanized services
andfor own machinery for land preparation and harvt’:s_tiﬁg works.

Model Farm Size: {assumption)

Small-scale private farm 15.0 ha
Medium-scale private farm - 40.0 ha
Partnership farm 65.0 ha
Large-scale private farm 300.0 ha
Agri. cooperatives 1,000.0 ha

Details of the proposed farm management of mode} farm is shown in Table F-1I-1 and 2,
Appendix F.

Farm Labor Oemand

- Farm households in the area are assumied 1,971 with a total farm population of 6,747 (EAP:

3,556). " Farm family labor force is estimated at 106,680 man-day per month. (Bogdanovo
excludes from these figures because of small area-90 ha included to the area.)

" Monthly labor requirement calculated on the basis of cropping pattern and cropping

intensity under the proposed farm management are as follows:
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Month Labor Requirement

February 686
March 28,956
April 85,732
May 48,472
June 53,725
July 55,024
August 86,454
September 78,841
October 28,153

Total 431,384

- On the basis of the above, peak labor demand occurs in Aprit and August.  The proposed
requirement would be contributed to reduce unemployment condition in the area.  The
requirement in the peak month under the pfoposed agricultural plan represents a 2.8 fold
increase in employinent opportunities over the current requirement of 32,900 man-day. (see
Table F-I1-3-1 and 2, Appendix F)

- {3) Balance of Farm Management

Increased productivity ‘as a result of 1mgated cultivation and strengthened extensmn

activities under the plan wilt be total US$ 1,993 thousand annually.  The balance of farm

management in the area is summarnzed as follows: o : -
|  Unit: US$ 1,000

Revenucs  Expenditure © Profits
With Project 3,165 4023 - . 4,142
Without Project 5,268 1307 - 219
Balance 23897 946 1951

Details of the balance of farm management in the pilot project area ar¢ as shown in Table F-
H-2-5 and 6, Appendix F. ' '

(4) Farm Management of Mode! Farm
~Based on the proposed farm management, farmm economy of' four model farm is estimated.
The results of the analysis are presented as follows:
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(6)

Unit: Lev 1,000

* Category/Farm Small-  Medium- Partners ~ Large-
Farm size tSha 40 ha 65ha ~ 300ha
Farnt income 2,453 5,904 9,100 40,274
Of-farm income 320 320 0 0
Gross inconte 2,733 6,224 9,100 40,274
Produciion costs 1,230 - 2,987 4379 18,903
Other expenditure® 519 1,497 20 10,928
Retum 984 1,740 4,701 10,443

Note: * Living expenses are excladed.

Family labor costs are excluded from production costs.

After implementing the project, the returns of their farnis are considerably increased even
small-scale fann.  In _éddition, farming conditions of the farms will be substantially
improved and it can altord to manage the farm sufliciently, viewing from cash flow of small-
and mediunt-scale farms, (see Fable F-11-5-1 and -5-3, Appendix F)

In case of agricultural production cooperatives, the reserve is remarkably improved
compared with existing typical cooperatives, as shown below. (see Table F11-5:2,
Appendix F)

Unit: Lev 1,000

* Farm size 1,000.0 ha
Farmincome 123,885
Gross income 123,885
Production costs | §3.206
Other expenditure 21,626

' Resérve’s | 48,963

© As a result of farm management analysis, all farms have aftord to share the water fee.

Farm Mechanizalion . _ _
After completion of the land restitution scheme in the area, land condition will be improved

:uot"a'bly together with enforcement the law on leasc of égric’ulturé. Considering this situation,

farm mechanization of the model farms has been estimated as shown in Table F-il-6-2,
Appendix F.
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i} Small-scale farim:
At the initial stage, 3 farms possess one tractor with 18 hp. by joint ownership.
Howe\'er,' it seems that most farmers intend to have own fractor in near future from
‘economic view, after complelion of the project. Concerning deep ploughing and
harvesting, mechanized services by riew agricultural center and agricultural high school
in Nova Zagora will be used.

iiy Medium-scale farm;
This farm have own tractor with 25 hp.-  He also uses mechanized services for deep
plonghing and harvesting as well as small-scale farm.

iii} Partnership farm:
‘The farm have own tractors by joint management.  Existing fanns of this type already
have own farm machinery which obtained from ex-cooperative’s liquidation.  Farm
machinery of the new fanm will be brought by partners.

iv) Large-scale farm:
This farm has already sufficient operaling capacity of farm machines and implements,
and own workshop for repairing. :

v) - Agri. production cooperative: _
Most of farm machinery of the cooperative are obtained from éx—cooperalive's_
liquidation.  Therefore, over 30 percent of machinery (deteriorated) should be renewed
to the appropriate capacily and size.  Provision fot‘ sufficient parts and machinery for
repéirillg will be expected to the work_shop_ At no operating” time of combine
harvester and/or tractor for deep ploughing will rent for small- and niedium-scale farms,

For the purpose of promotion of agricultural production by mechanized famuing of small-
and medivm-scale farmers, it is proposed to establish the farm mechanization services in
new Agricultural Extension Service Office, al the initial stage of the project.. The services
aim to provide maintenance, repairing, and rental services of farm machinery for farmers,
© The organization of this service is composed of the operating section, and workshop section
with the necessary staft for smooth and eftective operation. ;

The services with § ha will be located adjacent to the planned agricultural center in Nova
Zagora, which has convenient road access.  Accordingly, it could be expected that the
servicing would cover the area which is assumed about 6,100 ha for small-scale farm and
1,400 ha for medivm-scale farm This plan comprises construction of necessary buildings,
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provision of farm machinery and equipment. - The following work items are proposed to be

-carried out.

- Construction of butldings:

i) Workshop with office, storage and workshop equipment I unit

ii) Garage for farm machinery 2 units
-~ Supply of farm machinery and vehicles:

i} Tractors with attachments 5 units

ii) Combine harvesters with adapters 9 units
- it} 4 ton Tricks - - Bunits

iv) 4WD wagon type 2 units

v) Mot’drcycles 4 units

- Supply of oftice equipment:

'3-1-3 Institutional Development Plan

Proposed project components are defined based upon observations and analysis of the
agricultural production patterns and farm management practices in the M3 Canal Pilot area.

" Institutions represent the human, managemcnt, mechanisms for enhancing production,

1mpmwng and adjusting on-farm practice. ~ Institutional weaknesses, and proposed
mtenentaons are ca!egonzed to include: (A) The organization of a water management
S)blCI'ﬂ on:a regional tevel and ISC/Sliven’s link with Water User Associations, (B) Local
government leaderslup and Iegal guidance, and organization’ of product and market

| _mfonnanon for farm  produccers lhrough eslabllshment of an Agribusiness Information

oy

" Center (ABC), and’ (C) Expansion of Local Adwsory Ofices (LAO) of lhe MAFI- lead
l.\ctensmn semce {0 deliv er techmcal advise to crop and liy eslock producers

Improvemenl of Water Management Slructures

ISC has established itself as a cost-recovery service orgamzauon in three short )cars of
operation. . ESC aims to be self-financing in the future. The management and employees
of ISC have adopted a common definition of’ their function to manage hatural and

chonstmcted watcrways reservoirs in order to deliver a cost-eftective service for the supply

of water to a range of qsers Branch mamgers in Sliven are capable, and the office is
staffed with skilled engincers.  Branch oﬂlccrs are granted a reasonable degree of freedom
to operate in line wilh the cost and’ ‘expenditures goals of ISC as a national organization.

i _'11'110 challerige is to begin planning to move forward and further decentralize, and localize,

the operation 1o meet the demands of a new and changing client base.
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Current ISC/Sliven Branch performance,
like other ISC branches, is measured alntost
entirely in financial terms. Qver the longer
term, a movement towards petformance
measured by the quality of services
detivered will encourage responsibility and
effective branch management. The
current pricing strategy is reasonable in the
short-tern to provide equity in the face of
economic diﬂiculty, but it penalizes areas
‘like Sredna Tundja with a natura
comparative adﬁamage for - gravitational
irsigation. Such cross-subsidies ° also
reduce the incentives for cost-effective

branch management.

Overseas study tours for branch mianagement, and technical assistance is suggested to
encourage the establishment of local, independent, water man_agemeni systems.

- Exposure to ‘modes of operauon in other counlries operating water resource authority and
regional utility commissions will be advantageous to ISC. ' Increasing rcg:onal branch
_autonomy is one way to move the or’ganizétion' forward. prandmg branch authonty,

ownership of reservoirs and main network facilities, will be supportive of an operational
_style that has a client orientation, _The_large reservoir resowrce, and extensive (potential)
imigated farming area suggests the [SC/Sliven Branch is a ‘suitable model for
déc'enlrali'zation;'siﬁco it is endowed with a resource base that over time will facilitate’
inovement toward financial autonomy.  Examples in the Sacramento valley, and Colorado’
in the USA ofter interesting case-studies for indepcride_m water authority management, and
- the dynamics of relationships with farmers and water user associations.  [SC management
and branch stiucture is encouraged to examine “waler managcmenl syslemsfslmcture”

~ other coumnes to move towards a model of autonomous branche:. that operate as reg:onal
waler authonnes : " '

Training Program of the \\’atcr Managcmcnt

Project training and human resource dévelopment activitics' under the water management
component are defined for an initial S year period, including: '
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Training programs will be valuable to ekpose regional water and irrigation management

stall to the practices of western countries with simifar’ geographic and agricultural

-~ activities. Training about and in third countrics has been shown to be a powerful tool

to raisc awareness and improve the motivation of managers in transitional economies.
Training for a small group of leaders will help to illustrate operations of an independent
regional water authority, and a regional authority’s relationship to farm WUAs in
countries that have had éXperien¢es with modem fanm management;

District, in country, WUAS training workshops in issues for the WUA operation will
help work through coricerns and difficulties in the implementation of these new farm-
level groups.  Topics for discussion might include: joint ownership of on-farm facilities,
managing irmigation operation’ and miaintenance “of on-farm facilities, coordinating
scheduting, measuring and delivery of water on the farm, and, business planning for
implementing irrigation construction and rehabilitate on-farm facilities, and water
pﬁcing and fee collection, _

Management suppdn from ISC/Sliven and the Trrigation Institute will be important to
sustaining and nurturing WUAS in a revised regional management structure,  Short-

“term training courses in project supervision, WUA group dynamics, and price and

water management policy will serve to strengthen regional operations;

Fanner training on participation in WUAs will require attention to help re-build trust
among producers and encourage cooperation across villages. In addition, farmer
training seminars are also a forum for exposing farmers to new irmigation equipment and

- O&M pra:clices; and

Resident expatriate training advisers will serve to support WUAs and to strengthen the
regional managenient structure of 1SC/Sliven: Consistent, on-the-job training setvices
will facilitate working through many of the day-to-day challenges that will arise in the
implementation of these new irrigation management organizations. -

WUAs. A key component of encouraging a regicnal and locally based ISC depends on the

“establishment of a network of functioning water user groups.  WUAs need to be defined
atong technological lines, to maintain consistency with how water is used along the pipeline

and canals and eficourage economic incentives for organizing into a group.

" “ISC / Stiven as a model branch is encouraged 1o take responsibility for reservoir and main

canal facilities, and transfer responsibility for on-farm facilities to WUA ' composed of

cooperalives, associations, lessces, and private agricultural producers.  1SC is well placed
to assume a coordinating role in the establishment of WUA, but ISC/Sliven’s role should be
fimited in order to encourage WUA and farmer responsibility.  WUASs are envisioned to be
the point of contact for ISC, and the contractor for specified amount of water and timing of
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water delivery.  Local government, at the municipal level, also needs to play a positive role
~innuduring WUAs.  The Municipality, in conjunction with ISC and the hrigation Institute
might be a point of intervention to provide training to a network of WUAs,  Technical
assistance and short, intensive training for WUAs and local gover:iment officials will be
important here.

WUA groups are encouraged to assume numerous roles, including: (1) ownership of on-
farm 'f‘acilities, (2) managenient responsibility for the operation and maintenance of on-farm
facitities, (3) responsibitity for scheduling, measuring and delivery of water on the farm, {4)
authority to construct and rehabilitate on-farm facilities, and (5) collecting water charges.

Rationale for WUAs. The benefits of WUAs for ISC are to reduce its O&M
responsibifities. - By reducing the scope of work for 18C, its costs of operation wilf also
decline.  Services on the main facilities will improve with more concentrated application of
staff and financial resources.  The task of contracting many users is reduced if contracts for
water are arranged in groups. Water charges, might also show modest dectines, and thus
prove supporlive of developing a larger ISC/Sliven client base.

For farmers, the benefits of forming WUAs are several.  Groups will be able to more
clliciently contract for water, and schedule water deliver by time, amount and location
Experience in other countries suggests this role is best defined by the users, ie the peaple
actually demanding and making use of irrigation water. | Maimcnancc of on-farm facilities '
today is a daunting task for farmers. However, with improved facilities, the ownership and’
regularity of maintenance is likely t improve through fann-based and group responsibility.

It is important to be clear in the justification for the establishment of WUAs. - The benefits
of WUAs will not alone be a solution t:'o'generating interest in irrigation use.  On the
contrary, the impetus for the establishment of WUAs will follow from stimulated irmigated
agricullure.

The overriding issues for the effective trarisfer from ISC to WUASs focus on several factors.
First, facilitics need to be in operational condition, or ¢redit support piovided to gel them
into operational shape as the land is consolidated, and transfer of responsibility to WUAs is -
completed.  Second, water users must be able to afford to use water, such ihat the pricé ‘
of water will be within their repayment ability as determined by the benefits of water use.
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(2) Agri-Service Center

a) Agribusiness Information Center (ABC) |
An ABC in the Nova Zagora Municipality is recommended as a focal point for project
activitics.  The Center is designed to respond to a numbier of recognized needs.

The ABC will provide a missing link in local government involvement in the promotion of
new forins of agricultural déve'lopme;it,' while bringing eentral strictures of MAFI and 1SC
closer to producers. It may serve as a point to unify a redu.ndant set of parallel functions.
Establishment of the ABC is aimed also to accelerate the establishment of support services
for agricultural producers in the municipality (o form a mode! unit delivering irrigation,
production, livestock, and business management advice to local farmers.  The functions of
the Ceiter will further modemize the information roles the municipality plays in collection
of price and production data.

The ABC will be launched within the auspices of the ofiices of the municipal government of
~ Nova Zagora.  The basic structure and functions of the Center are diagramed in Figure G-
1, Appendix G, defining a dynamic local scrvice organization staffed by 6 personnel.

“The ABC will provide an impartial open door, offering services for entrepreneurs and
- village leaders seeking printéd information, access {o electronic files, and technical advice
“with referral to a local extension service of trained personnel.  The client base for the

- Center'will be built by advertising fhrough the radio and printed media developed under
“Center, and later, its reputation will grow through personal networks.
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_ ‘Municipality of Nova Zagora
Agribusiness Infermation Center - Services and Clients

CevlEniinin o Services

- Business planning

- Association formation and management

- Marketing
(Linking to existing MAFI & SAPI Information
System, and Wholesale market information
system)

- Credit advice

- WUA formation and irrigation extension advice

- Financial planning

- Training in accounting and financial management

- Communication outlet for products & supplies

- Publishing and printing educational materials,
including legal advice on legislative changes

- Links with supplicrs and buyers

- Facilitation of contract farming scheines

. Polential Clients -

- Reorganized farms and villages

- Private businesses

- Private farmers' associations

- Village entrepreneurs

- Marketing agenls

- Banks and other financial
institutions

- Village leaders and social services
planners

- Village WUAs and ISC

Training Program for Agribusiness Information Center

Project training and human resource developiment activities under the Agribusiness

[nformation Center (ABC) component are defined for an initial 5 year pedod, including:

- Training in local government management will support a re-definition of roles and

responsibilities of municipal and regional govemment oflicials.  Topics include the role

of local government in economic development, strategies for promoting conununity

organizations and agribusiness enterprises, and re-thinking patterns of oversight to

facilitate sound business practices aiid efiminate unnecessary regulation.  Exposure to

-the experience of other countries, the best praclices applied in these countries, wifl be

valuable to creating a new vision for local government staft emerging out of the soviel-

style system;

- Quarterly district-wide farm training workshops will be one tool for bringing farm

producers and emerging agribusiness enterprises together to improve communication

and collaboration with loca! government oflicers.

- Information dissemination lead by

locat leaders on such topics as: interpreting new legal codes, how to take advantage of

governiment incentive programs for agricultura! investment, and opehing and managing

forcign business links, arc just a sample of the topics of interest. = These training

programs will provide opportunities for local government and farmers to build new

strategies for organizing themselves, and venues for policy discussion;

- Promotion of linkage between local government leaders and MAFPs Crop Production

Depariment and Research and Education’ De¢partment will be a new and important
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chanrel to open to encourage policy discussion and feedback from the local level.
Financial suppost to implement regular management group meclings'bcl\;ve'en the
central and Jocal level will be vital to transforming the agricultural bureaucracy to meet
the challenges of a market economy,

Farmer training and study tours to expose Bulgarian producers to modern practices in
areas with similar geography, under similar ¢ropping patterns have proven successtul
under bilateral and multilateral donor progranis.  Short, intensive programs conducted
outside the normal setting have been successful in raising awareness, and moﬁvating
farmers in the midst of the transition from a socialist economic systcni. Model
practices may best be leamed when exchanging ideas with countérpait farmers living
and working in an actual market cconomy. Preparation and adequate financial
" support for intensive training and study tours are critical to their snccess.  Training
needs to be appropriately tailored, and detailed, to respdnd {o local needs; and

- Highly qualified resident technical assistance advisers will help to support establishment
and ‘growth of the ABC. On-the-job assistance and training is an important
component of building a sustainable local agnbusiness support center. '

b) Extension Service
A key component of the proposed project interventions is the establishment of Nova Zagora
Branch (Local Advisory Office (LAO)} of the national extension service. MAFI’s
Department of Research and Education provides direction for the newly established, and
expanding, network of branch extension oflices.  Accelerated establishnient of a Nova
Zagora oftice will be supportive of the objectives for the development of the M3 Canal
. : _sfstem as a pilot area.

"The Nova Zagora Extension office wifl be consistent with MAFI's LAO expansion plans,
. and this office will be able to take advaniage of technical and administrative links with the
very active Experiment Station / LAO based in Yambol.  The national strategic plan for
Extension (National Agricultural Advisory System, NAAS) has launched 19 offices in 1996,
and will seek to apen 20 offices per year unlil the Year 2000 for a total of 80-100 LAOs
across lhe country.  Nova Zagora is already recogaized as a target site in this plan given
- the I\-I'u'nic.ipal_ily"s' agribusiness potential.  This NAAS program has been developed and
financed jointly between EC-PHARE and MAFL | Synergy with the EC-PHARE and
- MAFI Extension plan is strongly encouraged and coordinated with this assistance
o i}rograms.

The main purpose of the Nova Zagora Extension Office will be to provide technical
advisory services on crop production and animal husbandry techniques to producers and
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farm enlerprises in the Municipality. The Extension Oftice will provide teadership to the 3-
5 viflage-based demonstration plots defined within the M3 Canal Pilot Area. The LAO
will proﬁde an important link to applied research and experiment station activities, and
infuse  local ‘producers with new ideas and techniques to improve yields, and farm
management practices.

Agricaltural Machinery Workshop

For the purpose of prdmolibn'of agricultural production by mechanized farming of small-
and medium-scale farmers, it is proposed to establish the famm mechanization services in
new Agricullural Extension Setvice Office, at the initial stage of the project. The services
aim to provide maintenance, repairing, and rental services of farm machinery for fanmers.
The organization of this service is composed of the operating section, and workshop section
with the necessary staff for smooth and eftective operation.

This plan comprises construction of necessary buildings, provision of farm machinery and
equipment.  The following work items are proposed to be carried out.
= Construction of buildings:

i) Workshop with oftice, storage and workshop equipment 1 unit
ity Garage for farm machinery ' 2 units
- Supply of farm machinery and vehicles: _
1) Tractors with attachments (80 Ps) : 5 units
ii) Combine harvesters with adapters (120 Ps) - . 9units
iii) 4 ton Trucks ' ' ~ . 3units
v} 4WD wagon type : .2 units

- v) Motorcycles .

4 units
- Supply of ofiice equipment: .
An important and new initiative now under discussion with MAFI and EC-PHARE is to

begin irigation extension services with technical leadership from the Institute for Irrigation
and Hydroamelioration. - The [rrigation Institute is énvisaged to travel from its Sofia

headquarters to provide technical guidanice and organizational support lolcmerging'_ WUAs. -

Ierigation extension services will fit well into plans in Nova Zagora and the M3 Canal pilot -
area concept. " '

Fraining Program for Extension Service -

Project training and human resource development activities under the Extension Services
component are defined for an initial § year period, inctuding:
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- Training to expose a small group of ektension service professionals to the roles and '
organizational structure extension programs in other counteies will be supportive of
inproved farm productivity. = Knowledge and understanding of best practices, and
difterent models of support services, will encourage creative management as Bulgaria
buitds its new extension network. A comparative perspective across  dilferent
countries is particutarly valuable for MAFI and lacal leaders lookirig 1o build a western-
style extension service and move away from old socialist practices; -

District training workshops to support demonstration plot activities, quarterly, will be
an important link belween extension managers and farmers,  Farmers require new
information and knowledge of improved practices, and extension workers will look to
develop new avenues for meeting and interacting with producers.  Demonstration
plots within the wvillages encourage extension services too move closer 1o the farmer,
and deliver suppott services;

t

Management support from MAFI/Extension Depariment will be important to nurture
the development of the Nova Zagora oflice and ensure its development meets the
nationat advisory system goals.  Training activities aim to financially. support regular
workshops for central and local staff to exchange ideas;

Training to operate farm machinery and renting management of the machinery to the

private farmers;

Farmer training on WUAs and new irrigation equipment will be a new and useful
_ addition to the éxtension service : portfolio.  Irrigation institute stafl need to be
suppoited - to routinely deiiver irrgation advisory services to local: préducers.
‘Technical guidance from the Institute for Irigation & Hydroamerioration will
" encourage a stronger client orientation by researchers in the Inslitute, bringing their
know’lédge closer to the users so that farm irmigation practices incorporate lessons
. gained in applied research; and | ' |

1

Long-term technical assistance through resident advisor(s) will support local extension
aclivities, and help build a link between WUAs and local economic development
- planners.  Sustained on-the-job tainting is equally, if not more important, than short-
training programs in order to facilitate problem-solving in the transitional setting and
_encourage ijilblic sector management that incorporates a client-oricntation.

3-1-4 Farmers Organizations
Nova Zagora provides the oppdrumity to develop a model and methodologies for

restrucluring Bulgaria's rural agrbusiness arcas.  Nova Zagora M3 canal area, as a pilot
project, sets the stage for implementation of new approaches to the complex problems
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(2)

* confronted in rural Bulgaria. - The establishment of an “Agribusiness Information Center”

in the municipality of Nova Zagor'a is an impottant focal point for project activities.

The pilot program will seek to encourage a range of cross-village associations and
organizations to supporl the reform and revitalization of agriculture in the arca.  New
organizations will aim to address needs in the provision of quality and low-priced inputs,
credit, supporl services for machinery and on-farm facilitics, and marketing associations.
Supply organizé_lion, credit unions, and markeling groups will be important additions to
move beyond the current production cooperative organizations.

‘Business Alliances and Legal Guidance

In rural Bulgaria, young organizations - including business and farming associations, service
organizations, emerging financing institutions - seek alliances to facilitate their development.
For example, private farmiers’ associations seck links to an emerging credit cooperative, and
credit institutions need the support of local farm and village communities. Al new
business entities need the support and approval of local goverment officials. - New laws
and methods of doing business in a market economy require interpretation and producers
seek technical and administrative guidance.  Access to information on modem inputs,
equipment and techniques will have a powerful impact.  The Agnbusiness lli['onuatidn
Center will assist young organizations to connect with other organizations and in'sti_tutions.f

The ABC might develop a referral netvvork of businesses, input suppliers, service providers
(such as’insurance companies and accountants), financial iiﬂslilulions,5 an;d; marketing
organizations {or individual marketing agents). - Referrals will help forge linkages into a~
market-based economy, domestic or foreign. - The Center might become the source of new
associations like private farmers’ associations and business clubs 1o assist produ{_:e‘rs 1o
organize and promote their views and strengthen support ties amonglh'e community. The _
oflice will also serve as a consultancy oflice, providing extension advice to producers and
associations. “Uhe Center might also be a clearinghouse for consultation and application to
make use of state irrigation and agricultural funding. '

Restructuring Cooperatives (Establishment of Private Farmers® Qrganization)
Restructuring the Bulgarian cooperative farm system requires changes in basic social and

“economic processes at all levels. Rural Bulgarians seck decent living standards and basic
“comforts of modern life.  Yet fear of the unknown and deeply ingrained (and justifiable)

distrust prevent many from making long-tenm investments, and solid conunitments to new -
idcas and basic change. Commitment, essential to achieving and maintaining successful
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reformed social institutions :and economic enterprises will have to be earned through
demonstration of new management systems. ~ '

Ownership, prbﬁt, and competition drive a market-based cconomy. These are the
incentives for entrepreneunial ventures, objeclives of capital investment, and the reasons
market economies succeed. The absence of economic incentives, ownership, and
competition in the socialist system was 'a factor leading to its failure. - Although some
Bulgatians remain opposed to the market-oriented economy, many farners and agribusiness
entrepreneurs understand the role of arkets, although they may still lack sufficient
knowledge (o nun efficient, commercial businesses and farms.

However, understanding the fundamentals of capitalism does not automatically translate
into dynamic rural economies or profitable agribusiness enterprises.  Creating productive
economic enterprises through new fonms of management and land consolidation are the
most imporiant factors. The reform'pro'cess will halt if existing cooperative farms are not
converted into profitable enterprises, and the concentration of resources equalized.  Large
cooperative structures control of major resources (land, machinery, credit) will not change
unless opportunities for altemative production management make economic sense and the
markets expand, incomes rise, employment increases, and wealth is generated to support the
rural population. '

:Co'mrniltee of the Farmers’ Organization

A commiltee of farm organizations is one mechanism for gathering producer groups

together within the Municipality.  Group formation across villages may help to re-build

3-1-5

)

lost trust among farmers, facilitate an exchange ol ideas, and encourage the creation of new
support mechanisms for credit, inputs, marketing or other functions. A committee of new
farm organizations may also spur the creation of more equitable proddcer organizaﬁons and
open reform-minded policy dialogue with MAF and local politicat leaders.

Marketing and Distribution System Development

Background

The basic problem of distribution and marketing of agricultural produce is that while the
vedically integrated distnbution and inérk'cting system constructed around state
procurement companies ceased to function, systematic market channels betswveen producers
and the procurement companies are yet (0 be developed.  Regarding. cereals, while
procurenient companies are well equipped in tenns of slorage and processing capacities,
producers in general do not have adequate on-farm facilities.  Therefore, they are forced to
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be “price takers" and have little opportunities of negotiation.  As for vegetables and fiuit,
great potential exists for diversification of selling channels taking into account of the future
wholesale market in Sliven.  However, current inadequate post harvest practices will
hinder producers to take the opportunity.

Based on these constraints the following two components are proposed for pilot project
arca in order to improve these situations.  They are 1) improvement of on-farm sterage
facilities of cereals and 2) improvement of an existing collecting point for vegetables and
fruit.

Improvement of On-Farm Storage Facilities of Cereals

Purposes _
Facititaling on-farm storehouses is planned in order to meet with increased production after

‘project implementation.  The planning concept is shown in Figure E-3-1, Appendix E.

Based on an assumption that the number of private farmers organizations will be increased
in the future, improvement of their access to on-farm storchouses is planned. - Provided
that these on-farm storehouses are owned and oper_a't'ed by the faniers organizations
producers can benefit from group selting and qualily improvement.  The storehouses will
provide producers with opportunities of negotiation with various purchasers which will
become an impetus for i mcrcasmg cereal and sunflou er production.

Project Components -~ ‘
As Table E-3-2, Appendm E shows, lhere exist some on-farm slorchouscs owned by
cooperatives except for Zagortzi. Re_habllﬂahon of these facilities is demgned as these are

“old and most of them are not equipped with ventilation facilities.  For ihreé_ villages,

Koiten, Lyubenetz and Nova Zagora, no design is included as éxislihg storagé facilities are
adequate for meeting with an increase in production after the project implementation
qualitatively and quantitatively.

Within villages where storage capagcities of existing on-farm storehouses are inadequate for -

an increase in production, new construction of storehouses aré designed.  Planned storage
capacities are as follows.
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Name of Village New Facility " Rehabilitation

Asenovetz 301 ton _ 500 ton
Bryastovo .- 400 ton
Karanovo : 668 ton 400 ton
Sabrano : 72 ton 600 ton
Stoil Voivoda : 390 ton 300 ton
Zagorizi : 1,771 ton -

Market Organization

Access to storehouses
Producers can bring produce to storehouses by own horse carts and cars.

Operation

Storchouses are utilized during harvest scason from July to September for winter crops and
from October to November for Spring crbps. A manager for weighing, book-keeping,
cleaning of facilities and a guard man are required during the time

Recurrent costs
As storage fees, Lev 60 per month is planned 1o be collected from users. - In addition,

~ centain perceniage of sold value will be needed in order to maintain the facilities. These
~ administeative principles are detérmined among members of farmers organizations who own
 the storehouses.

PhysicalsDistribulion to Procurement Companies - :
Physical distribution is conducted by procurement companies and traders. Therefore, afler
facilitating on-fanm storehouses produce will be brought to procurement comipanies by

them.

Effective Utilization of the Existing Collecting Point al Korten

" Purposes
- “Since labor shortage is a serious constraint for vegetables and fivit preducers facilitating a
- collecting point in the study area is designed in an attempt to save time allocated for

transportation to markets. - Even though horticulture wholesale markets are planned to be

‘operated in Slivéen and Stara Zagora by the EBRD and GTZ in the near future, these

markets cannot be accessed by producers as the distances from Nova Zagora area to Sliven
and Stara Zagora are 39 km and 34 km, respectively.  Therefore, facilitating a collecting
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point in the study area where produce is sold in certain lots will benefit both producers and

~ buyers from these markets.

Project Component

A collecling point is designed at Korten where existing post harvest cooling storage
facilities exist. ~ Its 30,000 tons of cooling rooms are planned to be utitized for an increase
in fresh fruil and vegetable production after the project implementation.  Emphasis nceds
to be put on quality improvement achicved by adequate post harvest practices.

Planned traded volume and existing factlities _
Volume of produce supposed to pass on the collecting point at Korten with project and the

- existing cooling storage facilities are writlen below.

[ Production (W/P) Reqi:ired Storage Collecting Célls

A (ton) Capacity per Day (ton) C (eum)
Vegetables 9,293 : 155 | 2,000 cu.m % S rooms
(Melons | - 594 20 s
Fruit 1,290 443 * 1,000 cu.m x 10 rooms
Total 11,177 : 218 - 30,000

The collecting point will be operated from April to September, but the peak will come from _
July to August.  Basic activities are: temporany storage, gradmg and packagmg
Assuming that these produce are stored at the Korten collecting point for a day before
selling 1o other matkets, required capacity of cooling storage facilities is 218 tons per day
In order to improve post harvest practices, the following equipment_is planncd to bc
introduced to the collecting point. '

Tomato grading equipment 1 unit

Fruit grading equipment 1 unit
Cucumber Sealer 1 unit
Crates (40x60x15) 46,520 units

Pallets (80x120) 1,400 units

Ownership, Operation and Management :
Due to the characteristic of public goods, the majority of the shares of ihe collecting point
are owried by municipality(s). Operation and management are separated from owners.

Basic operation principle is determined by various interest parties such-as producers,

wholesalers, retailers, processing companies, management company of Sliven wholesale
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market, Nova Zagora Muni_cipality and MAFL. Tt is wonh'consi_den'ng to use Project
Cycle Management (PCM) methed to formulate such principle.

Formulation of Producers Groups

Through the Agribusiness Center and demonstration farm, nierits associated with group
sellirig will be transferred to producers.  In particular, important change in concept _"ﬁ0n1
guantity to quality” is expected to be realized through improvement of post-harvest
practices such as improvémem in grading and packaging.

From Quantity to Quality

One idea is to establish "Nova Zagora" brand. - Produce which meets certain criteria will be
sold under the name of brand name "Nova Zagora" with producer’s name on the seal.
Qualification critenia are suggésted to be determined acceding to the recent ralified law on
commodity exchange and wholesale market.  For example, with certificates of origin of
produce, mandatory quality and safety requirements and conformity with sanitary,
veterinary and plant health, hygicnic and other standards, Nova Zagora brand produce will
obtain trust from consumers in the {ong run,

Market Information

Market price information including Sliven wholesale market is designed to be provided by
the agnbusiness center within the Nova Zagora Municipality.  Links to- the wholesale
markets where imported goods will also be traded will show producers posl-hérvesl

~ practices favored by EU and other countries..  Information regarding EU quota aHocation

to Bulganian agricultural produce exports will be provided indirectly though the Sliven

- wholesale market.

Physical Distribmidn’lo Procurement Companies

The Sliven wholesale market is planning to dispatch ten trucks to production areas. In
addition, a private transportation in Nova Zagora has capacity of transporting 210 tons by
using 10 trucks. Therefore, the planned collecting point at Korten will be included in the
ai'réady constructed physical distribution system.

“Infrastructure Development Plan

" Development Concept

For infrastructure development, the following basic concepts are set up.
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Although surface irrigation is now the dominant irrigation method, existing irrigation
facilities of the Sredna Tundja system were desighed based on the mechanical ircigation

‘methods for saving water losses. Therefore, the first step of the detelopment is

reconstruction or rehabilitation of the existing irrigation facilities to original designed
system, if land use patterns justify such developments.

L.and restitution is under way and land consolidation is encouraged to create economical
sized agricultural plots.  The irrigation development concept is based on completion of
the land restitution and tand consolidation process.

Agricultural farming size will be reduced 2 % with construction of farming roads
following land consolidation; and

Measuring devices will be désign on each irrigation block to improve scheduling,
delivery and accounting. '

Main Irrigation Facilities

Main Canal

The M-2 & M-3 main canal are lined by the concrete and are well maintained.  No repair is
required. ~ Measuring stafl were installed on the lined canal, and canal discharge can be

measured.

Main Pipe | | |
Measuring devices will be conisidered to be installed on the main pipes.

Name of Main Pipe Number to be instalted

No.l Main Pipe : 1
No.2 Main Pipe 1
No.3 Main Pipe 4
No.4 Main Pipe 3

Sample Design for On-Farm Fééility

Selection of Sample Area

Sample design on a representative area will be prepared:

i) To present the sample design of distribution pipe networks for fitting the
agricultural farming lot after land restitution and land consolidation; and
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i) To estimate the construction cost of any additional on-farm facilities is required.
Total cost will be cstimated based on the cost per unit area. -

Thie sample area is selected as part of the Zagortzi-Karanovo irrigation block and northern
part from rail way of Stoit Voivoda irrigation block which are commanded area of No. 3
Main Pipe. The sample area is the representative of the Nova Zagora agﬁuﬂtural land.
Namely, Zagorti-Karanovo  irrigation block s representative of slopping agricultural tand
and notthern part of Stoil Voivoda irrigation block is flat agricultural fand.

Present Conditions of Sample Area
“Three kinds of mechanized irrigation equipment; pivot, reel and sprinkler were applied in

the sample area, and irrigation distribution pipe networks and hydrants are existing for these
mechanized irmgation equipiment and with the following acreage;

Interval of  Interval of

Ircigation Equipment Acreage Percentage Pipe Hydrant
Center Pivot 4,290 dca 254 %
Reel 5,280 dca 312% 420m 76 m
~ Sprinkler 7,330 dca 434%  420m 36m
Total 1,690 dca 100.0 % '

- lmigation area of each irrigation equipment is as follows;

Irrigation Equipment Que walering area
“Center Pivot : 122.54 dca
Reel : o 1.50 dca
 Sprinkler e 0.71 dea

' l’mposcd Croppmg Pattérn & Water Requirement

- According to the proposed cropping pattern, land use mtensny and imgation intensity is

d)-
According to the farm management plan, fanmers are divided into four categones by

99.5 % and 335 %, respectively.  lrrigation water requirement of the Pilot Project is
cstimated based on proposed cropping pattern and “The Irrigation Region of Agricultural
Crops which is applied for calcutation of the irrigation water requireinent in Bulgaria, as
16.717 mem for Pilot Prolecl ‘Area. (refer to Table J-2-6, Appendm J)

Agricultural Managcmem Lot

*management size, small farmer, medium farmer, large farmer and cooperative. The -

agriculfural management fand will be scattered into 3 to 4 agricultural management lots
even after land restitution and land consolidation  The smaller size of agricultural lot can

{11-3-28



(4)

b}

d)

be estimated based on small scale farmer having average 61 dea of agricultural land as 20
dealots.

Design of Sample Arca
According to the farm management plan, about half of the Projected acreage will be
allocated to small farmers, and smaller agricultural ;management lot is estintated as 20 dca.

On the other hand, 25.4 % of sample area are occupied by the center pivot which can
irtigate 122.54 dca at onc time, this irrigation equ:pment will not be fitted for future’s

agricultural management lot.

Therefore, design of sample arca will be made as follows;

Irrigation Equipment Present Acreage Planned Acreage
Center Pivot 4,290 dca 0 dca
Reel 5,280 dca 676 dca
Sprinkler - 7,330 dca 1,014 dca
Total 16,900 dca 16,900 dca

implenientation Plan

Executing Agency

“Excculing agency of the Project ‘will be the MAH and e\eculmg body is the Irngauon

System Company. Qrganization chart of the ISC is presented in Figure N- 1-3, Appendix

“Project Executing Oftice

ISC wall open the project executing ofhcc in lhc 1SC Stiven for execu!mg of the Pro;ect

Implementation Method
Implementation will be caried owt by lhc contraclor selected by the international
competitive bidding which will be made among the quatified construction companies.

Land Acquisition & L.and Compensation- - .

It is very difficult to discuss the land acquisition even for the Project at moment. l!owever,'
necessary construction works of land acquisition are only discharge measuring boxes on
Main Pipe Lines and total area of land acquisition necessary is about 50 sgmat 11 places.
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It is general rule for repair of existing undergroxind pipes and uew undeiground pipe
construction to compensate the standing crops and agricultural product of during
consteuction period.

Engineering Services

Consultait as engineering service for the project implementation such as detailed design and
construction supervision of schedule control and quantity control will be employed, if
appropriate.

Implementation Schedule

* Delailed design by the consultant will be started at beginning of 1998, successively
* construction works will be completéd during four {4) years, as shown on Table K-6-9,

Appendix K.
Maintenance Plan
Maintenance Agency

Maintenance works of the irrigation facilitics are carried out by the 1SC Sliven. - The ISC
Stiven office who operates and maintains the Sredna Tundja irrigation system has three (3)

 operating units; dam operating unit, Stiven west and Nova Zagora Branch. Nova Zagora

branch of ISC will operate and maintain the irrigation facilities of the Project with Nova
Zagora west and Shivachevo irrigation block which is out of Pilot Project Area.

Scope of Maintenance
As mentioned before, main irrigation facilities such as main canal and main pipe lines have
been operated and maintained by the ISC from the establishment.. The distribution pipe -

- rietworks were operated and maintained by the ex-cooperative but without ownership after

dissolution of ex-cooperatives, I1SC repairs and maintains the distribution networks by using
amelioration fund.

* Main irrigation facilities will be operated and maintained by the ISC, however after
- establishiment of water users association, it is recommended that distribution pipe networks
~ will be operated and maintained by the water wsers association, defined on a technological

« - principle.

Water Cost
It is very difficull to estimate the water cost only for the Pilot Project, because Nova Zagora
ISC branch oflice operates and maintains not only irrigation facilities of the Pilot Project
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area but other area such as Shivachvo. = Therefore, irrigation water cost estimation is

carried out based on the results of 1996 and following conditions.

- Water cost in ISC Sliven is same,

- Office expenditure in ISC Sliven is same as l996, and

- Water supply volume other then the Project area is same as water volume supplied
and water supply volume for the Project area is proposed water requirement.

Actual results in 1996 is as follows:

- Water cost in ISC Sliven is 1.65 Lev/icum

- Total water volume supplied is 17,205,000 cum

- Expenditure covered by water cost is Lev 28,388,250 (=17,205,000 x 1.65)
- Water volume supplied to the Pfoject area is 7,912,000 cum

Estimation of water cost is made as follows:
- Projected water supply volume is 26,010,000 cum (17,205,000 - 7,912,000 +
16,717,000) | |

"~ Trrigation water cost will be 1.09 Lev/cum (371.10 Levfcu.m)

Other Additional Dévelopment Plan
Relation to the Food Processing Industries
In the first place, it is necessary to increase production vohime of good qualityE aQricuitural

producis as raw materials for food processing companics by producers. * The sufficient
supply of good raw materials will improve the management condition of the food -

- processing companies, and form the sound imde'rela'lionship between producer and food -

ProCessing companes, through the impartial market competition based ‘on the market
oriented economic mechanism. '

To promote and secure the producers who produce the high qllalily raw material, it should
be an effective business strategy to deliver the supporting service stch ‘as supply of the
agrochemical and seeds, lending agromachinery, advanced payment for producers or credit”
service.  For the producer, these services are great assistance given the present financial
difficutty. '

For getting rid of a breach of the agreement, defayed and unpaid payment and gaining unfair

profit, the municipality should have some coordinate function to create fair trade relation
between producers and food processing companies during the unstable economic condition.
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Without improvement of management efliciency of food processing companies; it is difficult
to increase the purchase price of the products from the producers. - In the future afler
attaining production inccease of raw matenials, it will be needed to reconstruct the
management, improve the equipment and implement the modem technology for increasing
the cfliciency of food processing companies in the region, as their equipment and processing
technology are not advanced.  Inducing new technology such as ficeze dry and retort
packaging etc. will be enlarge the valuation of products type and market.

For improvement of management in food processing companies, technical assistance for
reforming management organization, markéting activity, reconstruction of p'roceséing line
and improving the equipment and implementing new food processing ie'ch‘nology and
financial support to invest for reriovating equipment and implementing new technologies
will be necessary.

{2}  Agricultural Credit

3)

Agricultural credit advice and access to affordable credit -are both essential elements (o
revitalize production in Nova Zagora. MAFI has encouraged the establishment of a credit
cooperalive supported by the EC-PHARE program.  The credit follows the French Credit

- Agdcole model.  Support and expansion of the credit cooperatives in the pilot project area,

including the cooperative "Kaln”, is encouraged.
(=] ’ p 2

After connp!c.lim of the land restitution scheme in the arca, it is supposed that a high

‘demand for fann credit will be appeared (about Lev 72.3 mitlion for input of only small- and

medium-scale farms). Consequently, links with the activities of the credit cooperatives and
the function of inew farmers’  organization is encouraged as a component of the

development plan, in order to support farming aclivities of private small- and medium-scale

farms.

Expecled' Alterations under the Project in Social Reality of the Pilot Area
The orientation of the Project as a platform for developing of agriculture through proven

- efticient models of organizing its vital' components . will imminently bnng  about

developments in rural social life that need to be monitored and directed.  Considering the
vital role of education in any development activities, (he social development program of the
project includes § components: migration, aging, unemployment, minorities, and education.
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b)

The Migration

1t is unrealistic to predict a quick Mow of urban people to the rural areas even with the
perspective of an economical prosperily in the region driven by agriculture. It will take
more than higher agricultural incomes to stabilize the rural to urban migration.  As far as
this project is concemed, a two stage plan for curbing the inigration is prescribed:

Stage One: Rural-bound labor migration (it will yicld results from 2-3 years after the
implementation of the Project). There have already been cases ol labor migration to
rutal areas, mainly involving former villagers who live in urban areas and who lost or
were not satisfied with their town occupations, and who have inherited land. These
people commute day but dwell permanently with their families in Nova Zagora or
other urban places.  An increase of farm incomes and labor shortages will attract more
people to settle in farming districts.  Seasonal workers will be also a part of the fabor
migration during harvest periods.

Transportation network, links and communication connections with the villages kept in

-a good condition are vital to encouraging the urban to rural labor migration:

Stage Two: The commuters settle permanently in rural areas (it will take from 5-10
years afler the implementation of the Project). .

Most of the people who cause the urban to rural migration have their own or their parents
dwellings in the rural areas.  k is expected that once they are convinced fn the profitability

of farmihg they will decide to move permanently to the seftlement where they maké a !_ivirfg. :
Their successtut story will appeal to other natives who live in more distant places than Nova

* Zagora but stifl hesitate to move to the country.” In addition, in order ‘to reduce

transportation cost the local entrepreneurs will erect accommodations for seasoilal workers
who will dwell there for the time of harvest. Some of the workers may also decide to settle
down in the area. : S ' |
The local mayors may consider spots or even houses for commuters who wish to seitle
down in their settlements. In Stail Voivoda the idea has been atready realized.

“The Aging

The following figure illustrates that the decrease of the nuimber of people in the pi]bl area -
will continue and it will be attributed primarily to birthrate decrease and migration. ‘While -
the number of people of age between 21 and 60 years stays stable (44-48%) in per cent of
the total population, it has decreased by 21% in 1995 compared to 1985 and is foreseen to
drop (urther 10 32% in the year of 2006 . Number of young people between 1-20 years of
agé will be 19% of the total area population in the year of 2006, down from 28% in 1991,
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Establishing family small-size farm product proccésing factories in the seitlements out of
Nova Zagora will go pasaliel with the project objectives and it will definitely help to attract
young labor (the example of Stoil Voiveda datry with 80% of'its workers below 40 years of
age). _
Private, family-type small-size producers are extremely important for reviving the ﬁtality of
rural areas.  For the purpose investments should be by pnority directed to such kinds of
businesses.

The Unemployment
The project will reconsider the exisling crop patterns emphasizing on cultures of high annual

“benefits such as vegetables, fruits, grapes, ctc.  All of them are hand work _consunung with-

: high demand for marketing that will create more job openings.  Markets for' these crops

are not secured but if the agriculture and the processing industry of the ptlot area is to be

“restructured and modemized before the same sectors of the rest of the country are done, the

' mafketfo'f thé whole country could be regarded as a potential market. The example of the

d)

“Milky Way ’ faclory, a dairy processor in Nova Zagora established after 1990 and already
the best known cheese maker in Bulgaria, is encouraging.
Cattle, sheep, fowls are among the traditionally bred stocks in the region.  Expanding the

' magmlude of stock breeding will improve the on-farm production cycle and will create

more thaa two thousand jobs if fiv estock production is to be recuperated at its 1985 level.
With additional jobs in related industrics, like transport; marketing, processing, trade and
etc,, the existing at present about 3000 unemployed people in the municipality would tumn to

* be a potential labor force of an expanding farm diiven local economy.

The Minority .
The approximately 8000 gypsies that live on the territory of the pilot area are predominantly
concentrated in Nova Zagora and Karanovo.  They must be considered as a potential fow
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qualified fanm Iabor. Some of them have already worked under the former socialist

‘cooperatives and have experience as machine operators, shepherds.  With the Project and

its jobs creating opportunities most of the gypsics, unemployed at present, could be engaged
scasonally.  Certainly, those who are qualified could be cmployed on longer term basis.
Therefore, chances to bring down the crime record altributed to them will increase.
Finally, it should be clear that the perspectives for gypsies are not bright in any projections
but it is obvious that without employment and incomes they will never improve their life and
therefore they will always be a trouble for their neighbors.  Re-qualifying programs for
gypsies will take a great part of patience and endurance but should be considered as an
option. Moteover, agriculiure is the only sector of the economy that has the capacity to
employ a great number of low qualified people .

Education

During the village intervicws with the people engaged in farming , the question “what
would you like to study if given a chance” was asked repeatedly and “management” was the
most frequently given answer. The analysis on managerial skills of the cxisting
cooperatives shows serious flaws. The cooperatives are still managed inefliciently
employing more than necessary people and operating with an excess of farm machines.
The proposed in the project three types of management for the cooperatives will equally
require all of the present and futuré managers fo acquire proper knowledge of farm
management literacy. ' S

* The Agri-Labor Force of the Pilot Area '

11

| The Agricultural High Schqoliz. '

The Orphanage in Ascnovetz The Boarding Schaol in Bogdanovo

Others Schools in Municipality

A scheme for Recruiting You ngrPu_'ofe's:si'onals
“or the Needs of Agriculture of the Pilot Avea

Further, a scheme for recruiting young and qualified reliable farm workers was discussed

with municipal oflicials. 1t can provide vocational education to farmers, management, and
all interested in peopte with its professionals and facilities.
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The orphanage in Asenovetz nceds a small sum for re-furishing its old, cwrently unused
dormitory which can accommodate up to 20 pupils after their graduation from the junior
high school. The students then can join the agricultural high schoot as fuil-time students or
as apprentices in especially designed vocational programs at the school.  The orphans, by
the opinion of their teachers, fecl native to the Nova Zagora area and often come back even
sent to other schools in distant places.

In order to recruit future farim labor among the pupils of the boarding school in Bogdanovo,
it is inceessary fam education programs ta be introduced at an eady stage of education.
Regular schools also send studeats to the agricuttural school in Nova Zagora, but few of the
students choose to work in agriculture after graduation due to several reason, one of which
is the poor working conditions.  Incentives, such as better incomes, better living conditions
and better prospective, however, could improve the tamished image of agriculture.

Cost Estimation
Conditions of Cost Estimate
Project cost consists of following contponents:

«  Construclion Cost (diréct cost and indirect cost);
«  Engineering Fee,

Co VAT (22%)

«  Land Acquisition, if necessary,

K Cdnlingen’cy; and

«  Price _Esbaiatit)n,

Conditions of cost estimate are set up as follows: _

« Construction works will be made based on the contract basis by the construction
~ company, '

. l;idireét cost (10 % of direct cost) is considered; and

«  The cost estimates foreign currency {F/L) and local currency (1./C), separately.

Projcct‘Cos'l is estimated by the US$, because the inflation rate of Bulgaria is very high.

‘The exchange rate of Lev to USS$ is used as following figure:
1 US$ = Lev 224.3 as of average of Oct. 1996
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(1)

(2)

- BEscalation rate of Project cost is applicd &s 6 % for each year, since escatation rate of local
_cost is considered to incorporate by cost estimation by US$.

Unit cost for the cost estimation were collected as of October 1996 wathout VAT,

The rate in F/C and L/C of unit cost of imporiant matenials are tabutated below.

Materials F/C LIC
Labor 0 100
Cement 20 80
Wood ware 0 100
Reinforcing Bar 30 70
Heavy construction machine 80 20

Mechanical parts 15 80

The Project is planned for engineening detailed design at first }'ear: and implementation is
scheduled to start from second year and completed fifth year.

Agri-Service Center (Agribusiness Information Center and Extension Service
Office)

Cost Estimate : , _
Agribusiness Information Center (ABC) and Extension Senvice Office are planned in the
same building and named as Agri-ScNiéc Center with 16 m in ‘m'd(.h and 42 m in léngth
(refor to Figure K-6-1, Appendix K) - Building and facility for ABC and Extension Service
Oﬂiée_are tabulated below. ' '

Description Quantities.
Main Building . 672sqm
Equipment for oflice - ‘ 1lot’
~ Furniture { fot-
‘Station Wagon 2 units
Motoreycle - 4 units

The cost for establishment of ABC and Ex.lensio'n:"é'..el_‘vice office is estimated at |
US$ 682,000, (for details refer to Table K-6-1 and =11, Appendix K)

Disbursement Pian _ .

The factlities of the Agri-Service Center consisted of the Agnbusiness Information Center
and Extension Service Olfice will be constructed at second year, and furniture and
equipment are scheduled to be procured at third year of the period.  Disbursement
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2)

schedule of implementation cost with engincering fee, contingency, VAT, land acquisition
and price escalation is given on Table K-6-12, Appendix K and totat annual disbursement is
tabulated below.

(unit: US$)

Year - L/IC _ FIC _: Total

1998 114,000 12,000 126,000
1969 214,000 45,000 259,000
2000 71,000 226,000 297,000
Total 399,000 283,000 632,000

Operation Cost _

Training fee and annual operation cost for 5 years are estimated as shown follows;
First 5 years 268,860 USS
-ordinary year 18,000 USS

Agri-Service Center (Agricultural Machinery Workshop)

Cost Estimate

* Agricultural Machinery Workshop is planned to be constructed in the same place of Agii-.
- Service Center as a part of function of Extension Service Ofice. (refer to Figure K-6-1,

Appendix K) -

" The cost for es‘,tlab!ishment' of Agri-l\-lachiﬁe Workshop is estimated at US$ 1,331,000

The pr'ocufe[m;ni cost of agricultural machines is estimated at US$ 3,6]9,000. (i‘or details
refer to Table K-6-2 and -11; Appendix K} =~ -

Disbursement Plan

Thie facilities for Agri-Machine Workshop will be constructed at second year, and furniture
and equipment are scheduled to be procured at second year of the period.  Procurement of
agricultural machines will be carded out at sccond year. Disbursement schedule of

- implementation cost ‘without procurement with engineering fee, contingency, VAT, land

acquisilion and price escalation is given in Table K-6-13 and -14, Appendix K and total
annual disbursement is tabultated below.
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(1)

(2)

(3)

3-2:5

(1)

(unit: US$)

Operation Cost
Annual operation cost is estimated at US$ 13,560.

On-Farm Storage Facilities

Cost Estimate

Workshop & Store Machinery
Year L/C F/C Total L/C F/C Total
1998 751,000 13,000 764,000 58,000 40,000 98,000
1999 327,000 66,000 393,000 663,000 2,858,000 3,521,000
2000 42,000 132,000 174,000 0 0 0
Total l,120,000 211,000 1,331,000 721,000 2,898,000 3,619,000

The cost is estimated at US$ 2,263,000 as shown in Table K-6-3 and - 11, Appendix K.

Disbursement Plan

The storehouses to be rehabilitated will be constructed at second year of implementation

period and new storchouses are scheduled to be constructed at third year of implementation

period.  Disbursement sche_dhle of construction cost with engineering fee, contingency, vat

and price escalation is given in Table K-6-15, Appendix K and total annual disbursement is

tabulated below.

CYear L _LIC

1998 543,000
1999 399,000
2000 993,000
Total 1,935,000

Operation Cost
Annual operation cost is estimated at US$ 14,920

Korten Collecling Point

Cosl Eslimate

L BC

36,000
87,000

205,000

328,000

: (unit: USS)
__ Total _
579,000
486,000
1,198,000

2,263,000

Cost for procurement of new machines is estimated at US$ 629,000 (for detail refer to

Table K-6-4 and -11, Appendix K).
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(2} Disbursement Plan -
The procurement of new machines will be carried out at second year, and consumption such
as créalcs, pallets, etc. are procured at third and fourth year of the period. Disbursement
schedule of procurement with engineering fee, contingency, VAT and price escalation is
given in Table K-6-16, Appendix K and total annual disbursement is tabulated below.

(unit: USS)
Year _LCc - FIC __Total
1998 19,000 13,000 32,000
1999 81,000 . 342,000 - 423,000
2000 82,000 2,000 184,000
2001 - 87,000 © 3,000 90,000
Total 269,000 360,000 629,000

{3) Operation Cost
Annual operation cost is estimated at US$ 8,680.

' 3:2-6 Rehabilitation of {rrigation Facilities

{1) Cost Estimate
" The direct cost for rehabilitation of irrigation facilities is estimated at US$ 9,014,000 as
shown in Table K-6-5 and -11, Appendix K.

(2) Disbursement Plan
Disbursement schedule of the cost for rehabilitation of irrigation facilities is estimated at
 follows: (for details refer to Table K-6-17, Appendix K)

. - (unit: US$)
" Year AN V[ S F/IC_ __Total '
1998 © 125,000 87,000 212,000
1999 1,216,000 336,000 . 1,552,000
12000 2,052,000 225,000 2,277,000

2001 2,176,000 238,000 2,414,000
2002 2,306,000 253,000 2,559,000
Total - 1,875,000 1,139,600 9,014,000

(3) Ope‘ralion Cost
“Training fee and annual operation cost for § years are estimated as shown follows;
~ First § years 108,400 US$
ordinary year 5,600 US$
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1)

2)

3

Summary of the Project Cost

Total project cost with price escalation is summarized as follows (for details refer to Table

K-6-11, Appendix K},
Construction Cost

Namel./C
Agri-Service Center
{ABC & Extension Service Office)
Agricultural Machinery Workshop (Facilities)

Agricultural Machinery Workshop (Machines) -

On-Farm Storage Facilities -
Korten Collecting Point
Errigation Facilities

Total

Training Fee (5 years)

' Namel/C
Agn -Service Center
{ABC & Extension Service Oﬁlce)
Agricultural Machinery Workshop (Facilities)
Agricultural Machinery Wor}.shop (Machines)
On-Farm Storage Facilities
Korten Collecting Point
Irsigation Facilities |

- Total

" Annual Management Cosl

_Namel./C
Agri-Service Center

- (ABC & Extension Service Oftice)
© Agricultural Machinery Workshop (Facilities)
-+ Agricultural Machinery Workshop (Machmes) _

On-Farm Storage Facilities
Korten Collecting Point
Irrigation Facilities

Total

I1-3-4%

(unit: US$)
L/C . __FiC Total
399,000 283,000 682,000
1,120,000 213,000 1,331,000
721,000 2,898,000 3,619,000
1,935,000 ~ 328,000 2,263,000
269,000 360,000 629,000
7,875,000 1,139,000 9,014,000
12,319,000 ~ 5,219,000 17,538,000
_LIC FIC. _Total
252,900 0 252,900
0 0 0
0 -0 0
0 0 Q
0 0 0
108,400 0 108,400
361,300 0 361,300
L/C ¥/C Total
15,960 i 15,960
13,560 0 13560
T R ¢
14,920 . 0 14,920 -
‘8,680 0 8680
5,600 0. 5,600
58,720 0 58,720






CHAPTER 4. PROJECT EVALUATION

4-1

4-1-1

)

{2)

Methodology of the Project Evaluation
Methods of the Evaluation

The pilot project area (Nova Zagora M3 Area) covers 13,200 ha.

As a result of the Feasibility Study, the project components are proposed in Chapter 2. 2-1,
Part HI. - Among those, the Team proposes the following project comporients as those of
Agriculture Reform Project in Bulgaria.

Those are;

1. Establishment of Agnbusiness Information Center as part of Agni-Service Center

2. Steengthening Extension Service Office as part of Agri-Service Center (Supplement of
MAFI extension service, demonstration plot and Agricultural Machinery Workshop)
On-farm storage facilities (village-base storage facilities)

Rehabititation of Korten collecting point

Rehabilitation of Irrigation facility

(= Y I

Establishment of Water Managcmcnl System {Managemen! of WUAs and lrammg of
1SC staft)

7. The establishment of Famlcr's’ organization

The Establishment of Agribusiness Information Center _

The cost which requires oflice space, equipment, staff ahd operating cOsts _is' eslim'_ated at
project level. The center makes it 'possibic to make ';'5"3 of better inforination resulling in
better inputs, varictics, improved machinery and farming icchniquc and will contribute to
increase income of farmers through cr_op yield increase.  Therefore the cost of

- Agribusiness Information Center is included in Economic Evaluation, the benefit is reflected

on yield increase as the result of a comprehensive pilot project.

Strengthening Extension Service (Supplement of MAFI extens:on service,
demonstration plot and Agricultural Machinery Workshop)
The cost which requires necessary office equipiment, stafl’ salary, operating cost ctc. is

“estintated at project level.  Same with the Establishment of Agribusiness: Information

Center, if well functioned, it would contribute to the adoption of better farming, better
inputs, mechanization suitable for small scale farming etc.  However, the procuremeht cost
of Agricultural Machinery which is one of costs of Extension Services is excluded from the
cconontic evaluation because the cost is already incleded as production cost on each crop.
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(4)

(5

- The ccononnc benelit by this component will be reflected on yield increase, land use change

(6)

The benefit is reflected on yield increase as the cesult of a comprehensive pilot project as
well, :

On-farm Storage Facilities

On-farm storage facilities to be managed by newly established farmers® association would
increase incomes of private farmers and voluntary-established associations by making it
possible to take strategic niarketing on village basis.

The facilities will contribute to gel higﬁer incomie for fanmers by making it possible to handle
their selling time of their products in association with Korten collecting point which enable
to improve quafity of products through sorting, gradin.g, packaging. Therefore the cost of
Agribusiness Information Center is inicluded in Economic Evaluation, the benefit is reflected

‘on future crop price increase as the result of a comprehensive pilot project.

Establishment of Korten Collecting Point for Fruits and Vegetables with Sorting,
Grading, Packaging Equipment _

Establishment of Kortén collecting point conlnbutes to put additional value on vegetables
and fivits through qualily management of products through sorting, grading, and packaging.
The cost” which includes grading and packaging equipment, staff, and operation and
mraintenance ctc. is estimated at project level and is included in Economic Evaluation.  The
benefit is reflected '01:1' future crop price increase as the result of a comprehensive pilot
pro;ecl.

Rehabllltatnon of Imgauon Facility

between without project and with project.  Farmgate prices of tradables and potentially

" non-tradables are calcutated and adjusted from international price and pnces of nontradables

is calculated and adjusted from local prices in Pilot Project Area.

Establishment of Wéter_ Management System (WUAs and training of ISC staff)

“The establishment of WUAs makes it possible to define responsibilities for water

management’ to’ improve operation and maintenance of main, subsidiary, and on-fanm
imgation fanhues And reliable relation between WUAs and 1SC oftice contribute 10

:cnhance water delncly, scheduling and timing. And Its effect will be i'mally reflected on
“crop yield increase.  Therefore the cost of Water Management Syslem is included in

" Economic - Evaluation, the benefit is reflected on' yield increase as the result of a

“comprehensive pilot project.
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The Establishment of Farmers’ Organization

Farmers’ organization in new agriculture structure definitely plays a key role to recover the
strong Bluiga'ﬁan' agriculture in capitalist economy.

‘However, as it is difficult to measure the benefit quantitatively, but it will be mentioned
qualitatively.

Fundamental Figures of the Analysis
In Ficonomic Evaluation, following figures have been used

- Economic Cost includes following project compornents : Agribusiness Information Center

as part of Agri-Service Center, Extension Service Office as part of Agri-Service Center
(excludes the cost of Agricultural machinery center), On-farm storage facilities, Korten
éollccling point, Irrigation Rehabilitation, Water Management System.  As benefit from
those project components is reflected on crop yicld' increase and future crop price increase
as the result of the implementation of one comprehensive pilot project.

The benefits expected by the implementation of the project are composed of direct and
indirect benefits.  However, the evaluation focuses on the tangibly direct benefit.

The “Without project” situalion is assumed to be same with the “Current ong” .

unslable and fluctuating exchange rate of domestsc currcucy

- The exchange rate 224.3 Lev/USS of October 1996 av emgc rate was used to convert Lev .

into USS.

- Estirhation of project benefit mll generate for pmJect pcnod 30 years.
- For crops which could be exported and substituted for 1mpons the latter reﬂecls more

accurate value of additional agricultural omput because the value of domestic curreicy
Levis highiy distorted and docsn’t reflect the real eﬁchange rate. © Therefore international
prices by “World Bank commodity market review” and “the Public [.,edger" are used for
calculating fanmgate price.  As for fruits and vegetables, those are mainly consumed in |
domestic market, those are treated as non-tradables and the prices of non-tradable were
presented by adjusting local prices in Pilot Project Area. .

“The cropping pattem and unit target 3|eld are decided based on Develc:pmenl Plan as -
presented in 3-1, PART HI.

- Standard conversion factor (SCF) w hich is to be decided by consndenng lhe amount and

tax of import and export uses 0.91 to convert financial vahie to cconomic value.
- Farm labor wage was considered to reflect correctly their economic value.

143

All prices of inputs and outputs are cxpméscd by hard currency . $US because of the _ -



4-2 ' Evaluation of the Pilot Project Area
4-2-1 Projedt Costs
Project costs to be proposed are summarized as follows.

Project Cost {Economic Cost)

S , _ (US$
Components Local Cost | Foreign Cost | Total

Agri-Service Center :

‘ABC and Extension Service Oftice 148,980 248274 397,254

Agricultural Machinery Workshop 211,953 186,682 398,635

{(Workshop and Store)
On-farm Storage Facility 820,142 291,583 1,111,725
Korten Collecting Point 109,715 330,183 439,398
Rehabilitation of Irsigation Facititics 4,299,959 974,899 5,274,858

Total - 5,590,'749 2,031,622 71,622,370

lirigation facilities will be rehabilitated in five years.  Other project components will be
| basically completed within 3 years although the starting pericd of constriction varics on
- each. ' '

Operation and Maintenance Costs are summarized as follows.

~ Annual Operation and M’ainl'emiﬂte Cost (Economic'Cosl)

. _ | _(US$)
_ Components Cost ]
Agn-Service Center -
ABC and Extension Service Oftice - 15,960
Agricultural Machinery Workshop | 13,560
_ Training for Staff (5 years) = N 28,900
- | On-farm Storage Facility : - 14920
Korten Collecting Point s 3,680
Tirigation Facilitics 5,600
Training for Water Management (5 years) 21,680

Operation and maintenance cost of each componeats includes staft salary, fuel fee elc.
Regard to the Agribusiness Information Center, the Extension Services, the Water
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management system includes the training course.  And the training course is planncd to be
conducted for five years.

4-2-2 Project Benefils
Farmlanduse (ha)

Crop . Without With Incremental
Wheat (non-irri) 4,434 4,620 186
Batley (non-irti) 2,445 2,244 -201
Maize (irri) 1,513 1,716 203
Sunflower (non-irri) 2,156 264 -1892
Sunflower (itri) ¢ 1,320 1320
Vegetables (irn) 134 726 592
Other crops (irsi) 343 396 53
Grapes (non-irri) 308 0 -305
‘Grapes {irn) 470 792 322
Alfalfa (irri) 132 528 396
Alfalfa (non-irri) 661 396 -265
Unplanted or roads 607 . 528 -79

Annual Crep Benefits (US$/ha)

Without With . Incremental
Wheat (non-irri) _ 504 352 ' =152
~ Barley (non-irri) 327 400 B &
- Maize (irri) a3 858 14200
Sunflower (non-irri) ' 177 1300 123
- Sunflower (irri} L 104 329 135
Vegetables (i)  ~ ~ {° - 365 912 547
Other crops {irri), : 1. 709 1050 L34
- Grapes (non-irri) ‘ 197 566 369
Grapes (irri) : 521 1232 51
Alfalfa (irsi) E 756 958 : 202
Alfalfa (non-ir1) L 466 523 57

Proposed - project components will br_ing‘-about the benefit of $USI,707,000 at full
“development.  The increased benefit is due; 1. Irrigation Rehabilitation improves the water
use efliciency; 2. The introduction of machinery reduces the production cost of crop, finally

contributed to the crop yield increase; 3. The establishment of Marketing facilities brings - -

fiture crop price increase of vegetables. Especially, the effect by irrigalion is tremendous
on Maize, Vegetables, and Grapes. Other components also help build fundamental
development condition of agriculture to generate the benefit comprehensively.

Besides tangible benefit mentioned above, numerous intangible benefit will gencrate by the
pilot project.” For example, Koiten collecting point would contribute to provide producers

IS



4-2-3

with various information such as prices, export markets, quality controls conducted in other
countries and enable producers to save their time allocate for transpoiting and selling.

Farmers organization in new agricultﬁre structure is based on fanmers’ own will to facilitate
and formulate profitable new type organizalion in capitalist economy.  And it, through
large scale faeming, would facilitate to supply grains with consumer at stable prices and
make up the regional agriculture structure which enable to competé with otheér édumries in
the EU.

Finally, proposed project components will improve the environment for agriculture in Pilot
Project Area The Pitot Project Area will function as a future model of Bulgarian
agriculture.

Economic Evaluation

The economic feasibility of project is evaluated by Internal Rate of Return (IRR) and Net
Present Value (NP'V).  Sensitivity Analysis is carded out according to the change of
benefit and project cost.

Project benefit in crop production is generated by comprehensive effect by proposed project
components. The project incremental benefit is computed based on the unit production
yield, price; cropping patiern, unit production cost including agricultural input and labor at
year of “With project” and “Without project” and financial value will be converted to
cconomic value.  “With project” is set on the condition that Tand restitution has been
COI]I[:;leled. As the result of project aﬁaiysis, the project bringsF about the IRR of 24.4%
and NPV of 379 million US$.  This means that the project to be proposed is feasible. + -

Sensitive Analysis for Project Economic Evaluation

IRR (%)
~|Cost * |10% increase 21.7
. |10% decrease 278
Benefit 10% increase 274
10% decrease 21.5

~ Also the result of the sensitivity analysis, the project is roved to be feasible.
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Intangible Benefit

Proposed project components will stimulate regional agricultural activity from various
aspects and bring about direct benefit 1o farmers.

Besides that, agriculiure production increase as the result of the implementation of the
project will stimulate the capacity of agri processing factories, require the expansion of
those capacities, and also encourage the related industry such as chemical industry and
machinery factory.  Furthermore, it contributes to the restructuring of the distribution
system in regional economy.

At the same time, the active regional economy leads to the increase of employment in
regional cconiomy, the increase of income, the expansion of the consumption of ruial people,
and finally would improve the social welfare.
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CHAPTER 5. CONCLUSION AND RECOMMENDATIONS

(1) According to the studics, investigations, survey and analysis for the Agricultural Reform

Project for the Nova Zagora M3 Canal Pilot Project Area, the economic feasibility,

technical soundness as well as the advanlageous impacts were verified in this report, and

an early implementation of the Project is strongly recommended in order to achieve

rural development and thus contribute to the development of the regional and nation as

a whote.

(2) As the objectives of the Pilot Project is to be a model area in Bulgarian agricullure, it is

necessary to keep in mind to reflect and to diffuse the results of the Project to the other

areas.

(3) Among the 6 project components, priority component will be given to the establishment

of ABC and Machinery Center which can be expect quick yield with small investment.

~‘The final location of the ABC and personnel for operation witl be necessary to discussed

in detail - with the Nova Zagora Municipality and MAFI, though it was basically

approved by the Mayor.

:(4) Among the components of ecxtension service, dislribu{ion and marketing and

establishment of WUA, therc are on-going similar projects financed by international
agencies, such as EC-PHARE, EBRD/GTZ and World Bank, it is nc:ce‘:sary to

coordinate with such international agencies and related locat orgamzatlons

{5) Since the Pilot Project ‘Arca in the Nova lagora M3 Canal Area is a palt of Sredna

“Fundja [rrigation- Area establishment of water management structure in the Pilot -

“Project Area should be adjusted and coordinate with other irrigation block such as

Binkos Marash etc., especially water distribution from the Djirevchevo Dam.
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