A.L.D. EVALUATION SUMMARY - PART |

P -ART- 5013

X D 1. BEFORE AILLING QUT THS FORM, READ THE ATTACHED
R INSTRUCTIONS.
- 2, USE LETTER QUALITY TYPE, NOT “OO0T MATRIX" TYPE.
IDENTIFICATION DATA LYW AT
A. Reporting A.1.O0. Unit: B. War Evaluailon Scheduled in Current FY | ¢, Evaluation Timing
Annual Evaluation Plan?
Migsion or AID/W Office NE/ME Yes [ Sipped [ Addoc ] | interim 3  Final
(ES# ) Evaluation Plan Submisslon Date: FY _ Q|- ExPost[T]  Qther [T
D. Activity or Activitles Evaluated (List the following information for projsct(s) or program(s) svaluated; if not applicable, list title and date of the
evaluation report. )
Project No, Project /Pragram Title First PROAG |Most Recent |Planned LOP |Amount Obligated
or Equivalent | PACD Cost (000) | to Date (000)
(FY) {Mo/Yr)
KAI:
AGRICULTURAL DEVELOPMENT
HNE 0159- 3/31/94 | $694,500f $694,500
G-00-3003~ AND EXPORT PROGRAM
00
IN GAZA AND THE WEST BANK
ACTIONS
E._actlon Declsions Aporoved 8y Mission or AID/YY Office Diractor Name of Otficer Re- |Date Action
Actlon(s) Required sponsible for Action | to be Completed
1. Extend the KAI Grant by 1 month T. Beans 3/1/94
(March 1/94 to 3/31/94 FA/OP
2. Where possible, address specific Contractor Mobiliza-
ag export promotion opportunities veing tion 7/94
through the Small Business Support selected
Project
3. a. Identify and track a. MSI with |4 ~ 8/94
agriculture-related activities NE/ME
planned or being carried out by
PVOs and donors.
b. Determine what ag activities b. NE/ME- 8/94
USAID should support. Regional
c. Determine if USAID should design Initiatives | 9/94
a WB/G ag project.
Cc. 1]
4. Incorporate evaluation NE/ME- TBD
recommendations in all future WB/G Regional
project designs. Initiatives
5. Project contractor should be NE/ME, TBD
competitively selected. FA/OP
APPROVALS
F. Date Of Mission Or AID/W Office Review Of Evaluation: {Month) {Day) (Year)
119 94

G. Approvals of Evaluation Summary And Action Decisions:

Project/Program Officer

Representative of
Borrower/Grantee

Evaluation Officer

Mission or AID/W
Office Director

Name (Typed)

| Dorothy Young | Leo Kramer NA Fredr Ma r
si .
~ [ Gyl i)
Date q2il- Q‘L, 2~

AID 1330-5 (5/92) Page 1



ARSTRACT

L__H. Evaiuation Abstract (Do not suceed ihe soace orovidod)

The evaluation team's overall assessment is that the Grant

. Program is appropriate in concept and offers some innovative ideas

that have kindled new interest in exporting, but that the
implementation of actual exporting has proved to be quite
constrained which has harmed the Program's effectiveness. In terms
of facilitating actual exports, the Grantee has assisted directly

in the export of some 53.8 tons through December 1993 compared to

a target figure of some 38,988 tons.
Program Strengths |
° trouble shooting with export transportation and security

issues through Israel on those individual exports which
were facilitated through Grantee assistance;

° active export promotion efforts with European and North
American buyers; and

° identification of high-potential export candldates in
Gaza and the West Bank. :

Progr Wea s

° inability to meet export performance targets establisﬁed
in the Grant Agreement,‘

° low technology transfer in the areas of picking, packing,
: quality control export regulations, etc;

° lack of clarity of Grantee's role vis-a-vis suppliers,
and limited transmission of relevant information about
the final export transactions to the beneficiaries
‘(prices, terms of agreement, provision of subsidy, etc):
and

° no recruitment of full-time field staff in Gaza and West
Bank which has reduced contact and interaction with the
target beneficiaries.

: COSTS
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Name Affillation TDY Person Days | TDY Cost (U.S. $)! Source of Funds
Peter Boone SRI
Ophelia Yeung SRI
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2. Mission/Office Professional Statt . . 3.
Person~Days (Estimate) 15
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A.L.D. EVALUATION SUMMARY - PART I

SUMMARY

J. sSummary of Evaluation Findings, Conclusions and Recommendations (Try not to exceed the three (3) pages provided)
Address the following Items:

e Purpose of evaluation and methodology used ® Principal roodmmendatlons
e Purpose of actlvity(ies) evaluated e Lessons |earned
e Findings and conclusions (relate to questions)
Mission or Offlce: Date This Summary Prepared: Title And Date Of Full Evaluation Report: .
.. ' ) ‘1 N i, . -
NE/ME/WB/G 2= 15- 94 ggriculturarl Devﬂgzxgle(nt & Export Program i

Purpose of Evaluation/Methodology
Purpose
The objectives of the evaluation are to assess:

[ Grantee fulfillment of objectives and achievement of
targets as specified in the Grant Agreement Program
Description and the KAI unsolicited proposal;

° The effectiveness of the Grantee in promoting the exports
of Palestinian agricultural produce from Grant start-up
until present; and

° Criteria in determining future AID support under this
Grant and of export-promotion activities in general.

t oo

The principal documents against which the evaluation team
measured Grantee pzrformance are the Grant Agreement and the KAI
Unsolicited Proposal. The Grant Agreement specifies that the
Program Description from the Grant Agreement takes precedence over
the Grantee proposal in the event of inconsistency.

The Program Description of the Grant Agreement and the
unsolicited propusal provide the objectives, inputs, and
implementation approach for the Grant Program. The key elements
of Program Design (i.e. objectives, indicators, targets, baseline
assumptions, etc.) are critical factors which provide the basis
upon which this evaluation is carried out.

Within this framework, the evaluation team utilized the
following evaluation steps consistent with AID Handbook 3 Chapter
12 on Project Evaluation:

1. Define baseline targets, assumptions, and objectives.

2. Assess changes in project setting.

3. Gather information and data on progress.

4. Compare progress with objectives and targets.

5. Explain results.

_AID 1330-5 (5/92) Page 3 C o — . (.\/



SUMMARY (Eomlnu.d)

Purpose of Evaluation/Methodology (Continued)

In order to gather the information required by the Scope of
Work, the evaluation team conducted extensive interviews with the
Grantee at KAI's Washington office.

The evaluation team also prepared interview questionnaires
for both suppliers of produce and overseas buyers involved in
transactions facilitated by KAaI. The questionnaires ask
straightforward questions about the role of KAI in facilitating
exports.

The evaluation team also interviewed key policymakers and
program administrators in both the Israeli Government and the Civil
Adrinistration in both Gaza and West Bank. These interviews were
undertaken to find out about policy and procedural impacts the
Grantee may have had in facilitating direct exports, or in
indirectly facilitating exports through policy or procedural
changes brought about by the Grantee.

Purpvse of the Activity Being Evaluated

Based on the KAI unsolicited proposal AID prepared a program
description for an 18 month Grant program. The principal objective
of the Grant program as stated in the program description of the
Grant Agreement was to help increase exports of produce from Gaza
and the West Bank through:

1. Facilitating sales arrangements between suppliers in the
West Bank and Gaza and buyers in the United States,
Europe, the Middle East and Japan.

2. Advising suppliers on the appropriate ways to collect,
package, and transport produce; and

3. Assuring that suppliers are able to satisfy Israeli
export regulations.

Findings and Conclusions

The evaluation team's overall assessment is that the Grant
Program is appropriate in concept and offers some innovative ideas
that have kindled new interest in exporting, but that the
implementation of actual exporting has proved to be quite
constrained which has harmed the Program's effectiveness.

In terms of facilitating actual exports, the Grantee has
assisted in the export of some 53.8 tons through December 1993
compared to a target figure of some 38,988 tons for same time
period, thus achieving approximately 0.14 percent of ite target.

AID 1330-5 (5/92) Page 4
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8 UMM A RY (Continued)

Findings and Conclusions (Continued)

The areas where the Grantee achieved the most progress were

in:

° trouble shooting with export transportation and security
issues through Israel on those individual exports which
were facilitated through Grantee assistance,

.;wo wuwactive export promotion efforts with European and Northwuu

‘American buyers;- = - -

[ identification of high-potential export candidates in
Gaza and the West Bank; and

[ entrepreneurial approach to encouraging exports and
transactions from Gaza and the West Bank which generated
strong awareness of the program.

The principal areas where the Grantee showed the 1least
progress were in:

° inability to meet export performance targets established
in the Grant Agreement;

o low technology transfer in the areas of picking, packing,
quality control, export regulations, etc;

) lack of clarity of Grantee's role vis-a-vis suppliers,
and limited transmission of relevant information about
the final export transactions to the beneficiaries
(prices, terms of agreement, provision of subsidy, etc):
and

° no recruitment of full-time field staff in Gaza and West
Bank which has reduced contact and interaction with the
target beneficiaries.

Principal Recommendations

. Based on the information gathered during program evaluation

and the lessons learned, the evaluation team has identified a set

- of suggestions or recommendations for USAID in its planning of
future export promotion activities in Gaza and the West Bank::

° Begin the program with realistic goals and objectives
with regard to export targets. This could be achieved
by a more complete program design process which could
begin with baseline estimates of current exports.

AID 1330-5 (5/82) Page 5
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SUMMA RY (Continued)

Principal

Recommendations (Continued)

Once realistic, quantifiable targets have been set by
both parties, those quantitative targets will remain the
principal criteria against which program success can be
measured.

Work more closely with the Palestinian growers/suppliers

.. .in the design.of the program.to. determine-from them what
. their greatest needs are for export expansion.. .. . .

Maintain emphasis on export transactions, as well as
contact with overseas buyers, but place more emphasis on
working directly through Gaza/West Bank growers,
cooperatives, or packing houses as the export agents
themselves.

Attempt to negotiate and establish export procedures with
Israeli authorities that would apply to all Palestinian
exporters, not just facilitate individual shipments.

Provide detailed market information on prices in overseas
markets such as Europe, North America, and the Middle
East to suppliers and growers.

Undertake a detailed analysis of the economics of
exporting for various crops, in different markets and for
different seasons of the year.

Transmit detailed information to the suppliers about the
terms and conditions of final sales, prices, and level
of subsidy, if it is used.

Provide clear and transparent identification of subsidies
if they are used, along with limits on subsidy levels for
each transaction with a view of gradually eliminating
subsidies. This will serve as areffective screen for the
identification o' crops, growers, and markets with
greatest market viability and potential.

Provide technical assistance to growers, packers and
exporters in the areas of picking, packing, grading,
quality control, and export procedures.

Prepare training manuals in these technical areas and
organize seminars for these same groups  to disseminate
this information to program beneficiaries.

AID 1330-5 (5/92) Page 6




SUMM A RY (Continued)

Lessons Learned

This program was designed in the context of a situation in
which USAID did not have a formal Mission or presence in the Gaza
and the West Bank. With a limited USAID presence in the area and
the complex political situation, the Grant Program has encountered
greater management challenges than an average USAID grant or
project. 1In addition, the Grant Program was a non-traditional,
transaction-oriented activity. fully implemented by a-private, -for-
profit firm. , . - . . N

The evaluation team believes that for this type of activity,
it would be useful for USAID to adopt a management approach that
balances implementation autonomy with accountability on the part
of the Grantee. In the KAI Program, USAID could allow the Grantee
maximum flexibility in implement:ing program activities within the
confines (such as approved budget) of the Grant Program. At the
same time, USAID can hold the Grantee responsible for meeting Grant
objectives and targets developed by the Grantee and specified in
the Grant Agreement, without any obligations to satisfy requests
for additional funding, particularly those submitted in an ad hoc
fashion.

Turning to overall management of programs of this type, there
is a clear need for AID and prospective grantees to establish more
effective program management structures. Increasingly AID will be
required to conduct development assistance activities with fewer
staff resources and in-country Missions. The experience of this
program is therefore highly relevant.

Programs of this type (new concept, difficult operating
environment, absence of full AID Mission, etc.) are by definition
experimental in nature, and should be approached and managed as
such. Experimentation requires flexibility, which implies the need
to make adjustments within the framework of the original grant.
However, this in turn requires clearly understood processes for
effecting changes in approach. .

The evaluation team strongly recommends that immediately upon
(or prior to) implementation of programs of this kind, appropriate
AID staff should meet intensively with grantees (particularly those
with limited AID experience) to review comprehensively all rules,
policies and procedures that should be followed by grantees. This
will eliminate or at least reduce lack of knowledge which creates
frictions and delays and frustrates both AID and grantees.

Finally, management relations and efforts will be improved by
the introduction of a structure which provides greate: grantee
autonomy tied directly to greater grantee respoasibillity and
accountability. A management structure which provides implementing
organizations with more autonomy on routine matters, while at the
same time holding them strictly accountable for activities and
results, would improve performance and generate better program
results. '
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Attached are: :
- the final evaluation report

- grantee remarks: Response, January 19, 1994 and
g mﬁgndymine.&mnae. January 21, 1994

COMMENTS

L _comments By Miaslon, AID/W Office and Borrower/Grantee On Full Report

~ The final evaluation report incorporates AID comments as wel’
as those Grantee comments that correct statements of fact.

- This eighteen month grant supported a pilot activity. 1In
general, while the project achievements were far short of those
that the grantee presented in its proposal, the project did serve
to underscore the difficulties the Palestinian have and will
continue to have in competing in export markets.

- One the factors that contributed to the grantee's inability to
reach project fzargets was its inexperience in the field of
agricultural export. This same inexperience contributed to the
setting of unrealistic project targets.

- This was an unusual grant in that it was with a for-profit
firm. The firm had no previous experience working with USAID or
the U.S. Government. This lack of familiarity with government
procedures accounts, to some extent, for unusually heavy

management burden that this grant placed on the Near East Bureau
project manager, senior staff, and the Contract Officer.

= The grantee focussed on personal intervention to deliver
services. This approach sacrificed some level of sustainability
of services beyond the grant and also resulted in only modest
transfer of information and technology.

-~ The project was implemented during a transition period in
Palestinian -~ Israeli relations. The expectation is that new
trade regulations will be negotiated that will give Palestinian
producers easier access to external markets including the Israeli
market. A changed Palestinian-Israeli and regional political and
economic relationship will diminish the need for the middle man
services provided by the grantee.
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EXECUTIVE SUMMARY

The evaluation team’s overall assessment is that the Grant Program is appropriate in
concept and offers some innovative ideas that have kindled new interest in exporting, but that
the implementation of actual exporting has proved to be quite constrained, and as a result not
been very effective.

The concept and objectives of assisting Palestinian exports of fresh produce are
fundamentally sound, according to the evaluation team, The program concept and objectives
were essentially developed by the Grantee through its Unsolicited Proposal of February 1992,

The underlying assumptions of the proposal were that good quality surplus production
was available for export and higher-value commercial markets were available in Europe and
North America, provided a few constraints could be lifted. These constraints related mainly to
security, transport, and monopoly pricing and buying practices. The fundamental assumption
of the proposal was that once these hurdles were overcome and direct marketing initiatives were
undertaken, commercial exporting of produce to high-value markets would be technically and
economically feasible.

In terms of meeting quantitative export targets and transferring knowledge to
beneficiaries, the program has not been successful. The Grantee has assisted in the export of
some 53.8 tons through December 1993 compared to a target figure of some 38,988 tons for
same time period. Thus the Grantee only achieved some 0.14 percent of the export targets set
in the Grant Agreement. Even if the Grantee substantially accelerates export performance in the
next three months, it is highly unlikely that it will come close to meeting export targets for the
overall program.

The Grantee has also stated in its quarterly reports to have been indirectly involved in
the export of some 16,486 additional tons of exports through facilitating security changes and
other procedural changes. The evaluation team could not verify this impact through interviews
with exporters, importers or Israeli Government Officials.

West Bank/Gaza suppliers have received about $60,127 in export revenue to date through
the project, including subsidies paid by other agencies. Leaving out subsidies, the gross
farmgate value of production to date is only $14,535.! This compares with a financial cost of
the Program to date of $563,000 in USAID cash grant disbursements.

The Grantee’s inability to meet export targets had its root in the original program design,
as it has now become evident that the original export targets were vastly optimistic. Both the

} See Table 4.4 of this report for a breakdown of subsidies used for exporting under this Program and their
source.

iii



Grantee and USAID would in principle share responsibility for the setting of the original targets,
as they were both parties to the signing of the Grant Agreement (Program Description) which
established the targets.

The specific choice of the approach that could be used by the Grantee in facilitating
exports i.e., consulting advice, versus brokering (middle man role), versus direct buying and
handling was not specified in the Grant Agreement.? Flexibility was given to the Grantee to
determine its most productive role as the implementing agent charged with a mission of
facilitating exports in a constrained environment. Many of the suppliers considered the Grantee
to be acting as a middle man for them, and one of the outcomes of this type of relationship has
been that suppliers have not been completely informed about the terms of sales, final purchase
prices, cost of transport, or use of subsidies in their export transactions. As a result, many of
the suppliers have not learned as much from the experience as they could have, had they been
completely apprised o this information and been moze directly involved in transactions with the
buyers.

While overall success in meeting quantitative program targets has not been ackieved by
the Grantee, the areas where the Grantee achieved the most progress were in:

* trouble shooting with export transportation and security issues through Israel on
those individual exports which were facilitated through Grantee assistance;

* active export promotion efforts with European and North American buyers;
. identification of high-potential export candidates in Gaza and the West Bank; and

) entrepreneurial approach to encouraging exports and transactions from Gaza and
the West Bank which generated strong awareness of the program.

The principal areas where the Grantee showed the least progress were in:
* inability to meet expost performance targets established in the Grant Agreement;

. low technology transfer in the areas of picking, packing, quality control, export
regulations, etc;

. lack of clarity of Grantee’s role vis-a-vis suppliers, and limited transmission of
relevant information about the final export transactions to the beneficiaries
(prices, terms of agreement, provision of subsidy, etc);

2 The actual export facilitating role of the Grantee was not specified in the Grant Agreement. These are
merely examples of different approaches which could achieve this goal.
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* no recruitment of full-time field staff in Gaza and West Bank which has reduced
contact and interaction with the target beneficiaries; and

* extensive focus on administrative constraints with USAID, instead of solving
problems to the best of their ability, within the resources provided in the Grant
Agreement.

The level of exports achieved is an indication that the magnitude of constraints to
exporting may be greater than was originally thought during program design. The evaluation
team is of the opinion that constraints in the areas of quality improvement, packing and grading
techniques, production cost reductions, and access to market information are formidable and
probably need to be addressed over the longer term if USAID’s export assistance is to have an
important impact in Gaza and West Bank.



EVALUATION OF THE AGRICULTURAL DEVELOPMENT AND

EXPORT PROGRAM IN GAZA AND THE WEST BANK

L INTRODUCTION

A.  Purpose of Evaluation

USAID requested that SRI International conduct a performance evaluation of the Kramer
Associates Inc. (KAI) Grant program "Agricultural Development and Export in Gaza and the
West Bank". The Grant Agreement is HNE 0159-G 00 3003 00. The Grant Agreement
anticipated that "an evaluation of the effectiveness and impact of the activity"” would take place
at the end of the Grant period.

As set forth in the Scope of Work (see Annex 1), the objectives of the evaluation are to

assess.

Grantee fulfillment of objectives and achievement of targets as specified in the
Grant Agreement Program Description and the KAI unsolicited proposal;

The effectiveness of the Grantee in promoting the exports of Palestinian
agricultural produce from Grant start-up until present; and

Criteria in determining future USAID support under this Grant and of export-
promotion activities in general.

In order to address the last objective, the evaluation team has been asked to:

¢

Suggest how future assistance in export promotion comports with the larger
USAID strategy for promoting private sector development and with planned
activities such as the Private Sector Support Project;

Report on what impact changes in the political climate are likely to have on
Palestinian exporters and therefore their future needs for assistance; and

Recommend what USAID can do to improve its management of marketing and
export-oriented activities in the West Bank and Gaza Strip under this Grant or in
future activities.



...

B. Evaluation Methodology
Evaluation Approach

The principal documents against which the evaluation team measured Grantee
performance are the Grant Agreement and the KAI unsolicited proposal. The Grant Agreement
specifies that the Program Description from the Grant Agreement takes precedence over the
Grantee proposal in the event of inconsistency.

The Program Description of the Grant Agreement and the unsolicited proposal provide
the objectives, inputs, and implementation approach for the Grant Program. The key elements
of Program Design (i.e. objectives, indicators, targets, baseline assumptions, etc.) are critical
factors which provide the basis upon which this evaluation is carried out.

Within this framework, the evaluation team utilizes the following evaluation steps
consistent with USAID Handbook 3 Chapter 12 on Project Evaluation:

1. Define baseline targets, assumptions, and objectives.
2, Assess changes in project setting.

3. Gather information and data on progress.

4, Compare progress with objectives and targets.

5. Explain results.

Interviews and Interview Questionnaires

In order to gather the information required by the Scope of Work, the evaluation team
conducted extensive interviews with Mr. Leo Kramer (Project Director) and Ms. Anita Kramer
(Assistant Project Director) on November 22, 1993; November 24, 1993; and December 20,
1993 at KAI's Washington office.> In addition, Mr. Leo Kramer initiated two telephone
conversations with the evaluation team (while the evaluation team was conducting field visits in
Israel) on December 3 and December 8, 1993 in order to provide further inputs to the
evaluation.*

3 The evaluation team met with Mr. Leo Kramer and Ms. Anita Kramer in person for a total of 7.5 hours
(a total of five hours of interviewing on November 22 and 24 and two and a half hours of interviewing on December
20) at the KAI office. Ms. Anita Kramer was present at all of the interviews while Mr. Leo Kramer participated
in approximately five hours of in-person interviews with the evaluation team on these days.

4 The evaluation team spoke with Mr. Leo Kramer for a total of one and a half hours during those two
telephone conversations.



The evaluation team also prepared interview questionnaires (See Annex 2, 3 and 4) for
both suppliers of produce and overseas buyers involved in transactions facilitated by KAI. The
questionnaires ask straightforward questions about the role of KAI in facilitating exports.

For suppliers the questions focus on the quantity and terms of KAI export facilitation,
the extent to which KAI provided assistance in improving quslity control and packaging and
arranging transportation, and the perceived benefits or problems in exporting through KAI.

For overseas buyers the questions focussed on the nature of the initial contact, problems
encountered in the initial shipments, mode of transactions, and assessments of the quality of
Occupied Territories produce vis-a-vis produce from competitor countries.

The evaluation team also interviewed key policymakers and program administrators in
both the Israeli Government and the Civil Administration in both Gaza and West Bank. These
interviews were undertaken to find out about policy and procedural impacts the Grantee may
have had in facilitating direct exports, or in indirectly facilitating exports through policy or
procedural changes brought about by the Grantee.

Sampling Technique

The names and addresses of suppliers and importers with whom KAI has worked or with
whom they are trying to facilitate exports were provided to the evaluation team by KAI before
their visit to Israel and Gaza/West Bank in December 1993. (The names and addresses of these
buyers and sellers are provided in Annex 5 of this report).

The sampling technique used by the evaluation team to interview suppliers was to
interview 100 percent of the growers, cooperatives or packing houses from Gaza/West Bank that
have exported through KAI. In addition, the evaluation team also interviewed 100 percent of
the suppliers in the category "suppliers with whom we continue to work to find a means to
satisfy their conditions of export."

On the buyer side, the evaluation team interviewed 100 percent of the importers who
have received KAI facilitated produce thus far and one-third of importers whose names were
provided by KAI on the list of importers contacted who were not interested in Gaza/West Bank
produce.’

Policymakers and officials in the Civil Administration interviewed came from a list
provided to the evaluation team by the Grantee. ’

5 The evaluation team was informed by KAI that the list of importers contacted by KAI who are not
interested is 2 sample rather than an exhaustive list of all buyers contacted but not interested in buying.

3



I. PROGRAM DESIGN AND OBJECTIVES

A.  Program Conception and Origin

The origin of the program was an unsolicited proposal from KAI to USAID dated
February 1992. USAID authorized a Grant to KAI on August 20, 1992 and the Grant Agreement
for $594,000 (increased to $694,500 by amendment effective September 1, 1993) was signed on
November 20, 1992.

Evidently previous private business work in the region led the Grantee to identify the
economic development needs in Gaza and the West Bank which could be met through increased
exports and access to world markets. Evaluation team interviews with produce suppliers in
December 1993 confirmed that Mr. Leo Kramer had been in the area discussing the possibility
of exporting before the program began in 1991 and 1992.

The program was conceived of by the Grantee and the overall approach and objectives
as stated in the Grant Agreement remained quite consistent with the unsolicited proposal. The
only major difference between the unsolicited proposal and the Grant Agreement as observed
by the evaluation team was the introduction of precise export targets in the program description
of the Grant Agreement. These targets are identified and discussed in Section C below of this
chapter.

B.  Program Objectives

Based on the KAI unsolicited proposal USAID prepared a program description for an 18
month Grant program. The principal objective of the Grant program as stated in the program
description of the Grant Agreement was :0 help increase exports of produce from Gaza and the
West Bank through:

1. Facilitating sales arrangements between suppliers in the West Bank and Gaza and
buyers in the United States, Europe, the Middle East and Japan.

2. Advising suppliers on the appropriate ways to collect, package, and transpdrt
produce; and

3. Assuring that suppliers are able to satisfy Israeli export regulations.

Specific quantifiable targets were not set for activities 2 and 3 above. Therefore it is not
entirely clear whether activities 2 and 3 were intended to be "inputs” to the overall objectives
of exporting or program "objectives” in themselves. In evaluating program progress, the
evaluation team decided to look at these two activities as inputs to the export objectives, but they



are such crucial inputs that progress in these two activities should be assessed and quantified
. where possible.

With respect to activity 1 above and to the overall objective of increasing exports,
specific quantifiable targets were set in the Grant Agreement and are presented in Section C

below.

In addition to the objectives as stated in the Grant Agreement, KAI’s unsolicited proposal
includes a Program Development schedule with a timetable and benchmarks:

1.

Within three months of an agreement to proceed, KAI will have established the
appropriate markets and will have had sufficient discussions with buyers to be in
the process of consummating specific sales. KAI discussion with Israeli officials
would have overcome security impediments and arrangements for transportation
will have been completed.

Within six months of an agreement to proceed, actual sales would have been
consummated.

Within nine months of an agreement to proceed, marketing and sales would
continue and accelerate. A direct result of interaction between produce,
marketing, and sales representatives would lead to upgrading and facilitating
expansion of production to meet the market.

Within 12 months of agreeinent to proceed, marketing and sales activities would
continue to accelerate. In addition, the process of joint ventures and transfer or

« technology transfer and know-how would accelerate. The potential for

investments due to appropriate structuring, development and expansion of
activities will increase pressure on the growing markets. The growing markets
and sales will create new and positive resources for growth.

According to the unsolicited proposal, the net result of KAI sales and marketing will be

ol A

Develop a plan to export produce from the West Bank and Gaza;

Establish markets and create sales for their produce;

Assist the farmers in improving the quality of produce by contact with buyers;
Improve the system of collecting produce;

Improve packaging facilities by buyer specification and some cases provide
packaging;



Overcome transportation problems;
Overcome other impediments;

Proceed with immediate sales and provide for longer term results;

° L N &

Encourage production and marketing products other than fresh produce;

10.  Create more jobs and more income; and

11.  Expand the agricultural industry.

In addition to the above objectives, the Grantee proposed to increase employment by 10
. percent (5,000 jobs) in the Occupied Territories through its program, and it also offered to
change the terms of export sales from 100 percent consignment to minimum guaranteed prices
and advance payments.

C.  Program Targets

The export targets to be achieved by KAI are provided in Attachment 2 of the Grant
agreement signed by USAID and KAI as follows:

January 1993 through May 1993:
5,000 to 10,000 tons of tomatoes
9,000 to 14,000 tons of valencia oranges
5,500 to 8,300 tons of cucumbers

125 to 250 tons of strawberries

June 1993 to August 1993:
2,000 to 4,000 tons of watermelons
500 to 1,000 tons of melons
4,300 to 6,500 tons of grapes

600 to 1,200 tons of figs



750 to 1,500 tons of guava
500 to 1,000 tons of bananas
650 to 1,300 tons of lemons
September 1993 to December 1993:
4,000 to 6,000 tons of shamouti oranges
1,100 to 2,200 tons of grapefruits
2,100 to 4,300 tons of potatoes

The evaluation team believes that some explanation/ interpretation of the Grant targets
is required before an assessment of progress against targets can be made.

First, the origin of the export targets requires some explanation. The original Unsolicited
Proposal from the Grantee did not contain specific export targets. However, the Grantee was
requested by USAID in a letter dated March 26, 1992 to include specific benchmarks and targets
for exports. The Grantee responded in a letter dated March 31, 1993 that they were willing to
be judged by their benchmarks and they included the export targets which were eventually
accepted by USAIDS, and incorporated into the Grant Agreement (see targets above).

Second, since the Grant Agreement was signed with an approximate three-month lag from
the original intended Grant start-up date of September 1, 1992, the evaluation team felt it is was
reasonable to apply a lag of three months to the export target ﬁgures in the absence of any
particular events that could have reasonably led to a catching up in the three-month delay of
start-up.

Third, the evaluation team also felt that a literal interpretation of individual product
targets was not meaningful as the local supply and export demand for individual products can
easily fluctuate -- completely outside of the Grant program’s control. In addition, the value (per
ton) of most of the produce targeted for export falls generally within the same price range (with
the exception of a few higher-value crops such as strawberries). As a result, the evaluation team
feels that aggregate export totals are much more useful. Consequently progress against
aggregate export targets was used as the relevant measuring stick by the evaluation team.

¢ Subsequent tc the signing of the Grant Agreement, USAID asked the Grantee in two separate written
correspondences (letter dated January 6, 1993 and memorandum dated January 12, 1993) if the Grantee wished to
revise the Grant objectives. In s response memorandum to USAID dated January 14, 1993, the Grantee concluded
that "regarding possible revision of objectives, after careful consideration and review, we have come to the
conclusion that no revision is necessary at this time”.



Fourth, product export tirgets contained a range for each product. The evaluation team
used the mid-points of ranges as the most reliable best estimate of actual targets. For
comparison the low end of the ranges were also used as minimum target levels within the Grant
targ .t framework.

Fifth, the export targets are viewed by the evaluation team (with hindsight) as overly
optimistic. Total recorded fresh produce exported from Gaza in 1992/93 was 47,500 tons
according to the Gaza Agricultural Department. Official exports from West Bank for the same
time period were some 44,000. Therefore, the total target export targets for the KAI Grant for
the period September 1992 through March 1993 would represent some 50 percent of the total
export market for one growing season for the two areas. Achievement of such export levels
appears to be very optimistic for an experimental Grant program in the first year of operation.

D.  Overall Program Design

The Grant Agreement itself was very general in its terms of its assumptions, approach
and specific role to be played by the Grantee in facilitating exports. It is possible that this was
done intentionally to allow for more innovation and creativity on the part of the Grantee, given
that USAID was working in constrained and relatively "untested waters”.

The text of the Grant Agreement itself deals mainly with routine administrative
procurement and reporting requirements of USAID. The only part of the Grant Agreement
which provides any technical details is the Program Description (part of Scope of Work; see
Annex 1 of this report) which focusses on Program Targets (see Section II.C above) and
technical reporting requirements (see Section IV.A below). The methods to be used by the
Grantee in facilitating exports i.e. direct buying and handling, consulting advice, brokering
(middle man role) were not specified in the Grant Agreement.

Most of the key assumptions about the nature of the problem and the general approach
to be taken by the Grantee were outlined in more detail in the Grantee’s Unsolicited Proposal
to USAID. The Grantee began with the assumption (page one Grant Proposal) that exporting
existing agricultural produce will be one of the fastest ways that Palestinians will be able to
expand employment and raise their standards of living. The Grantes proposed to demonstrate
that exporting was possible, and that sales are possible at "market prices." The Grantee also
endeavored to transfer know-how to the Palestinians so that "a commercially-effective marketing
program will be self-supporting in the future.”

Three main problems’ identified by the Grantee to be tackled during Grant
implementation were:

7 The underlying assumption which is diplomatically left unsaid (for understandable reasons) by the Grantee
is that the Israeli authorities were responsible for these three major constraints to exporting from the Occupied
Territories.



¢ interference with development;
' obstacles to transport; and
¢ receiving less than fair market price for their produce.

The implementation approach proposed by the Grantee was designed specifically to
untangle these three problems. For example, the Grantee proposed in the Program Development
(Section V) of the Unsolicited Proposal to "have sufficient discussions with Israeli officials to
be assured that security impediments will not in any way be detrimental to the products or their
movement... and that arrangements for transport will be consummated.” Thus the security and
transport impediments to Palestinian export which occur within Israel were to be resolved
through discussions with high-level Israeli decisionmakers from the Ministries of Defense and
Agriculture.

. 'The third constraint mentioned above refers, according to the Grantee, to current market
buying practices in Europe. Later in proposal (Section VII. Markets page 6) the Grantee offers
to "guarantee that the Palestinians will receive the going market price just like anyone else” by
offering a more market-oriented price is currently the main buyer of produce for export in the
Occupied Territories).

A second set of problems identified by the Grantee relates to the poor image of
Gaza/West Bank in the international community due to the Israeli/Palestinian conflict. In the
proposal, the Grantee stated that the image of the areas did not encourage investment nor the
reliability of export production and delivery. In order to overcome this constraint, the Grantee
proposed that demonstrating that exports are possible would be one of the best ways to build
confidence and thereby overcome this image problem.

The Grant proposal was also premised on an implicit assumption that Palestinian growers
have little direct contact with overseas buyers from Europe and North America. In order to
overcome this constraint, the Grantee (page 3) proposed bringing the sellers into direct contact
with potential buyers and markets "so that buyers and producers will have a good exchange and
develop long-term business relationships. "

In its proposal, the Grantee did not claim to have extensive experience in agricultural
exporting, nor to have expertise in agrxcultural packing and quality-control issues. The firm,
rather, stressed its general knowiedge in the ﬁeld of international trade, marketing, business
development, and corporate planning.

The proposal did not explicitly identify or propose to change other constraints to
exporting such as quality improvement, packing and grading techniques, production cost
reductions, or access to market information. The Grantee’s proposal also did not attempt to
address what is the baseline level of exports and the percentage of the export market that it
would be facilitating, nor did it endeavor to accomplish this task during Grant implementation.
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The essential underlying assumptions of the proposal were that good quality surplus
production was available for export and higher-value commercial markets were available in
Europe and North America, provided a few constraints related to security, transportation,
monopoly pricing and buying practices could be lifted. Once these hurdles were overcome,
commercial exporting of produce to high value markets would be technically and economically
feasible.

While the Grant Agreement and the Unsolicited Proposal did not anticipate the Israel-
PLO Peace Accord signed in September 1993, the evaluation team is of the opinion that recent
political changes are compatible with the objectives of the Grant to increase the economic self-
sufficiency of Palestinians in West Bank and Gaza through assistance to their direct trade and
investment activities.

The impact that the Peace Accord and ensuing political changes have had on the Grant

setting discussed in the following chapter. The potential impact of the peace process on future
USAID export promotion activities is assessed in Chapter V of this report.
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II. ASSESSING CHANGES IN THE PROJECT SETTING

Consistent with USAID Handbook 3 Chapter 12 on Project Evaluation, the evaluation
team first examined whether significant changes have occurred in the program setting that would
have affected "project relevance, design or progress.” Specifically, the evaluation team assessed
whether changes in the political situation, economic environment, and infrastructure conditions
have significantly affected the implementation of the Grant Program (either positively or
negatively) during its first year of implementation, and whether the assumptions of the Grant are
still valid in light of any significant changes which might have occurred.

A. Political Changes

Since the beginning of the Grant program’s implementation, the political landscape of
Gaza and West Bank has undertaken a positive and dramatic change. With the signing of the
Peace Accord in Washington D.C. in September 1993, the withdrawal of Israeli troops and the
emergence of a Palestinian state are imminent, although its realization is not without difficulties
and delays.

While the three months since the signing of the Peace Accord have witnessed an
escalation of violence in both Israel and the Occupied Territories, in the long term the Peace
Accord promises prospects of political independence for Palestinians and peaceful coexistence
with the State of Israel. Recent political changes aiso brought promises of economic
independence and better prospects for direct trade and investinent.

Overall, the evaluation team finds that recent political changes are compatible with the
objectives of the Grant to increase the economic self-sufficiency of Palestinians in Gaza and the
West Bank by assisting in their direct export of produce.

In the more specific context of Grant program implementation, recent political changes
have not resulted in profound changes in the existing producer-export relationship between
Palestinian farmers and AGREXCO. Palestinian farmers continued to sell the majority of their
export-bound produce through AGREXCO and AGREXCO continued to exercise near
monopsony power in the fresh produce export market in Gaza and the West Bank. However,
it is likely that exporting through AGREXCO will be reduced significantly or eliminated
completely when the Palestinian state eventually achieves full independence. (See Section V.D
of this report.)

In terms of the logistics of exporting directly through Israeli ports and airports, the Peace
Accord has not led to relaxation in security checks at the border or at ports and airports.
Politically Gaza and the West Bank are still being administered by the Civil Administration until
interim political arrangements are finalized. This means that Palestinian exporters still have to
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fill out the proper forms, obtain necessary clearances and permits when they export through
Israel ports and airports throughout implementation of the Grant program.

Overall, the Peace Accord has raised optimism among Palestinians about their economic
prospects and has probably helped stimulate increasing interests among Palestinian farmers to
look for alternatives to AGREXCO as an export channel. In this way it is likely that the Peace
Accord hag served as a positive net impact on program implementation,

B. Economic Environment

On a macro level, the economic environment has not undergone any profound changes
during the implementation of thc Grant program. There has been no significant increase in
agricultural investment, production or export from Gaza and the West Bank during the past year,
There continue to be a dearth of Palestinian credit institutions to finance agricultural investment.
Exports of produce from Gaza and the West Bank to Israel were still prohibited at the time of
the evaluation. Access to overseas markeis have not been increased by any new bilateral trade
agreements or political changes, although these breakthroughs may be forthcoming in the near
future.

However, several programs have been developed by the Civil Administration and the
European Community over the past to assist in financing the export of produce from West Bank
and Gaza. The Agricultural Office in Gaza has recently introduced a special program of
incentives to encourage the export of tomatoes. Under this program, the Agricultural Office will
automatically pay Gaza farmers $300 for each ton of tomatoes exported, whether through
AGREXCO or not.® The Agricultural Department has also recently established a special credit
program to provide export financing for produce at a 7 percent rate.’

In addition, the Cooperation for Development International (CD) financed by the
European Community has made available short term credit at six to eight percent for Palestinian
produce exporters. CD is also cooperating with several private voluntary organizations including
Cooperatives Development Program, Save the Children Foundation, and the Palestinian Trade
Promotion Organization to promote export of new crops (such as green beans and zucchini)
identified as having good market potential in Europe.

§  According to the Grantee no funds from this program have been disbursed yet to Palestinian farmers. The
program is new and is being worked out.

?  According to the Grantee the Israeli Government-sponsored grant program and Joan program for Palestinian
farmers were the outcome of on-going pressure from the Grantee. The Grantee’s contribution to the establishment
of those programs could not be confirmed by the evaluation team in interviews with Israeli Government officials.
However the evaluation team believes that the Grantee has played a major role in securing funding from the Israeli
Grant program to subsidize the export of melons and grapes from the West Bank.
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C. Infrastructure

The existing infrastructure for the production and export of produce in Gaza and West
Bank is poor. The infrastructure situation has not changed markedly during program
implementation. Since Gaza currently does not have its own port or airport, producers in the
Occupied Territories have to rely on Israeli ports, airports, and container terminals for cargo
handling and freight forwarding. Existing roads, telecommunications, and agricultural extension
systems are also in desperate need of improvement, particularly in Gaza. According to the
Palestinian Development Program developed by a PLO-directed group of Palestinian economists,
some $1.2 billion will be needed for investmen* in water and agriculture, and $2.9 billion will
be needed for infrastructure improvement between 1994 and 2000.'°

In terms of business infrastructure, there is also a dearth of exporting intermediaries,
promotion organizations and marketing services in Gaza and the West Bank. However, with the
emergence of the Palestinian state, institution building in those areas is receiving increasing
attention and will be incorporated as part of the larger economic development plan for the State
of Palestine.” It is also likely that extension services in the areas of planning export-oriented
agriculture, quality control, and packing will be increased with the inflow of foreign assistance
and the emergence of Palestinian institutions.

D. Conclusion

The most significant change in the project setting relates to the positive political
development with the signing of the Peace Accord in September 1993. The evaluation team is
of the opinion that those changes are compatible with the objectives of the Grant Program, and
might have served to provide a net positive impact on program implementation by setting the
stage for more Israeli-Palestinian cooperation, and helping to stimulate interest in direct
exporting among farmers in Gaza and the West Bank. While the economic environment has not
undergone profound changes, the emergence of several export credit programs are believed to
have provided additional resources that could be leveraged by the Grantee in Program
implementation. The evaluation team did not find any significant changes in the infrastructure
condition that would have a significant impact on Program implementation.

® See EIU Country Report 3rd Quarter 1993.

" Inan interview with the evaluation team, Mr. Daoud Istanbuli spoke of initial plans for a Palestinian export
marketing organization to deliver marketing services and export assistance. Such a central marketing agency will
provide a presence and representation for Palestinian exporters in major export markets. Mr. Istanbuli is currently
the Technical Director of the Technical and Advisory Committees on the Palestinian Team to the Peace Conference.
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IV. PROGRAM PROGRESS TO DATE

A.  Program Management Performance

The evaluation team was asked to address whether KAI is appropriately staffed in
Washington and in West Bank and Gaza to achieve Grant objectives.

Washington Management

According to the organizational chart provided by KAI to USAID in April 1993, the
Grant program is staffed by nine individuals in Washington.'? They include Leo Kramer as the
- Project Director, Anita Kramer as the Assistance Project Director, five staff in marketing,
research and sales, two (one full time and one part-time staff) in financial support, and one
administrative assistant.

From discussions with KAI and field interviews, the evaluation teams finds that Leo
Kramer and Anita Kramer are actively managing the Grant program. They are also heavily
involved in corresponding with producers and buyers, and in arranging the shipment of produce.
On the other hand, the evaluation team also finds that a substantive amount of management time
has been spent on discussions and correspondence with USAID requesting additional Grant
funding, which could possibly have distracted the KAT management from the implementation of
the Grant program.

The evaluation team learned from interviews with KAI, producers, exporters and
importers that Leo Kramer and Anita Kramer have been the major points of contact in their
export and import transactions under the Grant program. Most of the importers interviewed
could not recall communicating or dealing with other marketing, research and sales staff
substantively. The evaluation team was not able to confirm whether any of the marketing and
sales staff other than Leo and Arnita Kramer were actively involved in export marketing under
the program.!® The growers and exporters in Gaza and the West Bank informed the evaluation
team that they mostly dealt with Leo Kramer and occasionally with Anita Kramer.!

2 The evaluation team notes that USAID made requests to KAI to clarify the staffing responsibilities and
levels of effort under the Grant Program. The organizational chari was provided by KAI to USAID in response
to those requests. The Grantee later clarified to the evaluation team that three of individuals cited in the charted
were utilized on an "ss needed” basis only, while two others "vere engaged on a part-time basis.

13 The evaluation team asked Ms. Anita Kramer specifically during the November 24, 1993 meeting who at
KAI have been active in the implementation of the Grant Prcgram and was told that it was basically Mr. Leo
Kramer and Ms. Kramer herself.

4 One importer has reportedly dealt with Ms. Angelica Olsson of KAI/London.
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The evaluation team deduced from the interviews that KAI staff other than Leo Kramer
and Anita Kramer working under the Grant program are probably more important in providing
logistical, administrative, and financial management support instead of being actively involved
in marketing and other liaison activities.'* The evaluation team is in the view that while the
Washington office is heavily staffed with five specialized marketing personnel, their
contributions to the implementation of the Grant program are not very visible. It is possible that
the export performance under the Grant could have been enhanced had thizse marketing experts
beei: more actively involved in liaising with growers and importers.

In order to achieve its grant objectives, the Grantee offered in its Unsolicited Proposal
to "develop a plan to export produce from the West Bank and Gaza." According to the
evaluation tzam review of Grantee reports and other correspondence there is little evidence that
a comprehensive strategy to promote exports was ever articulated by the Grantee. For example
it is not clear exactly how suppliers were identified and targeted for assistance, what would be
the most economically viable crops, and which were the most viable export markets. This lack
of a detailed strategic plan may have hampered deeper penetration of viable crop export markets,
and may explain in part why limited repeat orders have been achieved for the same crops or
from the same suppliers under the Program,

Kleld Implementation

According to the organizational chart provided by KAI, KAI has proposed to staff three
individuals in the field, one in the West Bank, one in Gaza, and one in Israel to facilitate contact
with producers. The evaluation team has interviewed all three field staff (in person or by
telephone) during program evaluation.

From the interviews it is apparent to the evaluation team that all three individuals
proposed by the Grantee have other responsibilities and therefore could not be intensively
involved in the implementation of the Grant program.

Adei Mohammed Bridgheeth, proposed by the Grantee as the West Bank Director, is also
an employee (presumably full time) of the Agricultural Department of Jericho under the Civil
Administration.!* While Mr. Bridgleeth has provided logistical support and assistance in
preparing appropriate documentation to the melon farmer and grape famer in the West Bank who
exported under the Grant program, he also has other responsibilities of providing extension
services to other farmers in the Jericho area.

15 The evaluation Seam was informed by USAID that Mr. Rawlins Nesbit of KAI was involved in preparing
billing vouchers. The exact role of the other KAI staff cannot be confirmed by USAID or the evaluation team.

¥ The cvaluation team was informed by USAID that Mr. Briegheeth is included in KAI's vouchers at a
monthly retainer fee of $500.
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The proposed Gaza Director, Kamal Al-Azaiza, is the Head of the Board of Directors
of the Dier El-Balah Cooperative. As such, Mr. Al-Azaiza was involved in arranging the export
of two tomato shipments to the United Kingdom. However, it is unclear to the evaluation team
whether he facilitated the export of those shipments in the capacity of the Cooperative’s
Chairman, or as an employee of KAI, or both."” From interviews with other growers and
exporters in Gaza, it appeared apparent that Mr. Al-Azaiza has not been actively involved in
facilitating produce export from producers other than the Dier El-Balah Cooperative.

Giora Teltsch, the Israeli Facilitator proposed by the Grantee, is a transportation and
agricultural consultant based in Haifa. The evaluation team learned from interviews with him
and with producers in West Bank and Gaza that he has played a role in arranging transportatior:
for many of the produce shipments, particularly from the West Bank. Mr. Teltsch has also
arranged the appropriate cartons to be delivered to West Bank farmers for export packaging.

Leo Kramer has also been involved in the field implementation of the Grant program.
In fact, several producers interviewed were in the opinion that Mr. Kramer was the only
effective decisionmaker and facilitator of produce export under the Grant program. For
example, most of the producers/cooperatives felt that Mr. Kramer is the only party with whom
they can negotiate prices and terms of produce shipment. Mr. Kramer was also considered by
several producers to have played an important trouble-shooting role in the cases when produce
was held up at border checkpoints or security checks at ports or the airport. Since Mr. Kramer
is based in Washington D.C., his contribution to export facilitation is hampered by the lack of
his continuous presence in Gaza and the West Bank to interact with the growers and exporters.

It has also been expressed by at least one importer in Europe that communications
between exporters, importers and XKAI could have been more direct had the KAI office been
located in Gaza and the West Bank.

Overall, the evaluation team finds that the management and staffing structure of KAI for
achieving Grant objectives is overly concentrated in the Washington office and insufficient in
the field, given the geographical focus of program activities.

Financial Management

Since this is a technical evaluation and not a financial review or audit, the evaluation was
not asked to examine in detail the financial performance of the Grantee. Therefore in this
section the evaluation team only assesses the overall Grant budget and how it relates to technical
implementation and the achievement of program objectives.

17 Until December 1993, Mr. Al-Azaiza has been included in vouchers submitted to USAID by KAI with
monthly retainer fees of $1,000.
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The original Grant Agreement between KAI and USAID for $594,500 was authorized
by USAID August 20, 1992. The Grant amount was increased to $694,500 by amendment
effective September 1, 1993. The Grant was signed on November 20, 1993, however the
Grantee was allowed to recuver retroactive program expenditures for Grant start-up from
September 1, 1992,

The estimated total cost of the Grant Program in the Grant Agreement as amended was
$ 1.19 million of which the Grantee and other donors were expected to contribute $594,500 with
both cash and in-kind contributions. In the original Grant allocation, the Grantee allocation and
other donors contribution amounted to 50 percent of program costs. After the revised Grant
allocation of $694,500, the Grantee and other donors contribution requirement remained
$594,500.

The Grant budget of items reimbursable by USAID (original and amended) is provided
in Table 4.1 below.

17



Table 4.1

| Grant Budget
£))

COSTITEMS OBLIGATED AMOUNT
Original Budget
Salaries 440,625
Travel/Per Diem 80,500
Operational Costs 53,375
Legal Fees 20,000

Subtotal 594,500
Amendment No. (01) Budget
Producers’ Convention 50,000
Sample/Test Shipments 30,000

Subtotal 100,000
TOTAL GRANT BUDGET $694,500

Sovrce: Grant Agreement and Amendment No. 01.

The above cost item categories for the Grantee reimbursable by USAID are consistent
with Standard Provisions of the Grant set forth in Attachment 3 to the Grant, entitled "allowable
costs”. The Grant Agreement allows for adjustments in the line items amounts as "may be
reasonably necessary for the attainment of program objectives".

According to USAID Grant officers and the Grantee, some $563,000 in Grant
disbursement had been made as of December 1, 1993. According to USAID Grant officers, the
Grantee is drawing down on the Grant budget at a stream of about $30,000 per month. At this
drawdown pace, the Grantee is on pace to draw down close to 100 percent of the Grant Budget
by the scheduled Grant completion date of March 1, 1994.

Section 1E.1 of the Grant Agreement specifies that financial reporting requirements shall
be done in accordance with Standard Provisions of the Grant entitled "Payment-Cost
Reimbursement” as shown in Attachment 3 of the Grant Agreement. Financial reports were
to be submitted to USAID concurrently with the quarterly technical reports submitted to USAID.
Since these financial reporting matters are considered outside the scope of the technical
evaluation, neither Attachment 3 nor the periodic financial reports were provided to the
evaluation team, and consequently no comments on them are made by the evaluation team.
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Interaction with USAID

A contract represents the most common normal legal relationship for the procurement of
goods and services by USAID. Administration and use of contracts are regulated in some detail
by the Federal and USAID Procurement Regulations. Grants, on the other hand, are used in
cases where the "nature of the activity to be supported and the characteristics of the organization
to be supported must justify the diminished level of managerial control which, under this policy
determination, is to be retained by USAID in Grant relationships."!* Grants therefore are
normally subject to much less managerial control than contracts.

According to the information available to the evaluation team it appears that the degree
of control exercised by USAID in the implementation of the Grant is, overall, consistent with
control and monitoring requirements of USAID Handbook 13 and with the Grant Agreement (see
Annex 1, Attachment 2 "Program Description” for the summary of reporting requirements for
the Grantee). The Grant Agreement Program Description mainly set targets for facilitating
exports and established reporting requirements on four quarterly technical reports along with
four financial reports to be provided by the Grantee.

Few other controls or requirements were required of the Grantee for the implementation
of the Grant as designed, other than standard per diem limits and other government financial
requirements. In one case, the Grantee was not able to obtain in-country travel to the Occupied
Territories. The travel request was not granted by USAID for security reasons and because the
request shortly followed a recent trip to the area.

This apparent overall pliant program framework notwithstanding, according to the
Grantee (See December 17 memorandum from KAI to SRI in Annex 6) numerous requests for
assistance from USAID have not been responded to, or have been answered in an timely way.
This according to the Grantee has made program implementation difficuit.

A review of the Grantee’s memorandum indicates to the evaluation team that the working
relationship between USAID and the Grantee appears to involve a certain degree of friction
between the two parties. Most of the interaction between USAID and the Grantee (other than
scheduled reporting) appears to have been largely at the Grantee’s initiative and not USAID’S.
The summary of the program correspondence seems to reflect a sense of frustration from the
Grantee in their dealings with USAID. From the Grantee’s point of view, they believe they are
not receiving optimal support from USAID for the Grant,

The summary memorandum indicates that at least ten requests (with 29 different items)
had been directed from the Grantee to USAID from project start up until the date of the
memorandum (December 17, 1993). The program evaluation team has observed that a
significant number of these requests (six) involve submissions for additional funding from

' See USAID Handbook 13 Page Number 1-5.
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USAID beyond the level approved in the Grant Agreement.” The usual response to these
requests for additional funding (according to the Grantee) in most cases was either no response
or a negative response, although at least one request for additional funding for convention
participation and for sample shipments was approved by USAID.

The time spent dealing with both the oral and written requests submitted by the Grantee
to USAID appears to be substantial for both USAID and by the Grantee. Three or four different
USAID officers have managed the Grant during implementation according to the Grantee. The
average time spent managing this Grant by the USAID officers in charge has ranged from 25
to 60 percent. These officers also stated that rarely, if ever, have they received so many
requests for additional funding/changes during the implementation of a year Grant or project of
this size and duration. Considering that most of the USAID Grant officers have several other
projects and Grants of equal or greater size to manage, USAID’s management time requirements
on this Grant appear to be substantial,

From the Grantee’s point of view, they stated simply that their project was of utmost
priority to them and it is not their fault or responsibility that USAID has many other important
projects to manage. Also according to the Grantee, the lack of continuity among Grant
management has led to delays in responses, repetition of communications and other
implementation problems.

Some of the friction and apparent misunderstanding between the Grantee and USAID
seems to stem from the different backgrounds and expectations of the two parties going into the
Grant relationship. The evaluation team senses that the two different parties are coming from
fairly different "corporate cultures”". On the one hand, the Grantee had never worked on a
project or Grant with USAID before. Most of the Grantee’s background has been in
international private business. On the other hand, many of the USAID Grant officers working
on the Grant had not previously worked with private companies in their Grants and projects.
Most of their projects were implemented by either non-government organizations (NGOs) or
more traditional USAID contractors who are generally more familiar with USAID regulations
and policies and with the general pace and rhythm of government activities.

Project Reporting

The Grant Agreement specifies that KAI will assist USAID, through written reports, to
better understand constraints and opportunities that exist in exporting produce from the Occupied
Territories. Four written reports were to be submitted to provide specific information and
details on actions taken to start up the Grant; obstacles encountered in implementation, how they

¥ In addition to the six requests for funding mentioned, at least two additional requests involving additional
USAID funding were made during program implementation. One was for a pre-fabricated housing project in the
Occupied Territories und the other was for a feasibility study of an olive oil plant. While these ideas may have been
creative in themselves, they were essentially outside of the Program’s focus and may have served as a distraction
away from direct program activities.
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were overcome, further anticipated obstacles and how they would be addressed; financial data
detailing expenditures?®; and an analysis of progress towards achievement of export targets.

The evaluation team was asked by USAID to review reports received to date from KAI
to assess their comprehensiveness and to provide suggestions on how they might be improved.

Four written reports have been submitted by KAI thus far: in November 1992; February
1993; June 1993; and September 1993. The first two reports were less comprehensive in scope,
partly because the lack of completed transactions in the early stage of the Grant program.
Intexrviews with USAID and KAI have revealed that over time and through increasing
interactions between USAID and the Grantee, later reports submitted by KAI were more detailed
and comprehensive.

Grant P Activif

The evaluation team finds that the June 1993 and September 1993 reports contain a
considerable amount of detail on the volume of the produce shipped, the price paid by the
importer, and the breakdown of delivery costs incurred in each shipment made. However,
according to USAID the reports were not written in the format compatible with that specified
by USAID. For example, the names, addresses, telephone and fax numbers for each producer
and importer involved in the transactions were not listed in the reports.?! Those two reports also
provide one case study each on the daily activities involved in an export transaction, and stated
the general achievements of the Grant Program.?

The above information notwithstanding, the evaluation team finds that the summary of
the Grant activities provided in the reports was not entirely complete since it lacked details on
the amount of subsidies required to complete each transaction. It was revealed to the evaluation
team that subsidies from both Israeli and EC sources have been used in three transactions to
compensate the farmers. For example, in the summary of the grape shipment to Paskalis made
on July 15, 1953 (September 1993 report), it was reported that an Israeli Government Grant was
used io cover the costs of farmers since the transaction actually incurred a loss. However the
amount of the Israeli Grant was not provided by the Grantee in the technical reports. The

®  The evaluation team has not beer: asked by USAID to review the Grantee's financial reporting and was not
provided with the data detailing expenditures under the Grant program.

2 The information on the producers and importers is apparently available from KAI on request.

2 Many of the general achievements claimed by the Grantce in the reports, other than the direct export
volumes resulted from Grant Program facilitation, cannot be verified by the evaluation team.
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evaluation team believes that it is important to reveal the amounts of subsidies used because
large subsidies might indicate the lack of commercial viability of those transactions.?

Constrai P Activitics and F { Solut

The reports identified several constraints to program activities, among which are political
instability and relations with the Israeli Government, the lack of bridge financing for export
shipment, the monopolistic power of AGREXCO, and the lack of trust among the Palestinians
with regard to importers and intermediaries. The Grantee has so far focussed most attention on
the lack of bridge financing, which the Grantee has suggested that USAID provide in numerous
memoranda and discussions.

Bridge financing or export financing is currently available from several sources at lower
than market rates from the EC and from the Civil Administration. The evaluation team has
learned from producers, exporters and importers that the primary issue is not the lack of credit
but the lack of guaranteed prices in the consignment markets and the risks of loss. Thus what
is demanded by the producers and the exporters is not purely credit but price insurance or
subsidies in case of a loss. The evaluation team felt that these issues could have been better
clarified in the reports.?

Program Progress

With regard to program progress, the evaluation team feels that the reports could be
improved by stating the reasons for export targets missed.” It would have been useful for the
Grantee to suggest revised targets to USAID given the realities of new constraints identified, and
providing other suggestions on how to modify program activities (such as concentrating on

B The evaluation team recognizes that subsidies are often used in pilot learning activities. But the level of
subsidization can be very important. For example, while a 20 percent subsidy might be viewed as an investment
in the leaming process, a 100 percent subsidy is often an indication that a transaction is not commercially viable.
Past experience of the evaluation team in designing and evaluating export promotion programs indicates that it is
important for assistance programs to contain overall subsidy ceilings as well as build in phase-out mechanisms for
such subsidies, otherwise they could distort the exporters’ perception of the international market and encourage
continued inefficiency.

¥ The Grantee has submitted repeated requests to USAID for funding to provide bridge financing to farmers
in Gaza and the West Bank. The Grantee has cited the refusal of USAID to provide such additional funding as the
major obstacle for exporting fresh produce under the Grant Program. Since the primary issue with the farmers
appears to b2 guaranteed prices and not the lack of credit, the evaluation team is not certain that the provision of
bridge financing by USAID is the most appropriate way to address it this problem. The evaluation team felt that
the clarification between guaranteed prices and bridge financing should be better developed in the quarterly technical
reports.

3 The evaluation team notes that USAID has made several written requests to KAI for explanation for the
targets missed, to which KAI did not adequately respond.

22



transferring learning and know-how) to satisfy program objectives if the original export targets
set cannot be met.

In the sections titled "Know-How Transferred/Lessons Learned” in KAI's technical
reports of June 1993 and September 1993, the Grantee made claims to the export knowledge
transferred to farmers in Gaza and the West Bank.® However, the Grantee did not state in the
reports who among the KAT staff facilitated the knowledge transfer and how it took place other
than the fact that farmers automatically "learn by doing" in the export process.

Analysis of Viable Markets for Gaza/West Bank Prod

The topic of viable markets for Gaza/West Bank Produce was mentioned in the
September 1993 report. The report listed a number of countries in Europe and North America
as being viable markets without going into detailed analysis of current supply, demand, market
and sourcing structure, and potential competition. The Grantee stated that issue of viable
markets can be best addressed closer to the end of the Grant with the experience learned from
the season 1993-%4.

The Grantee only addressed this topic briefly in the September 1993 report. The Grantee
suggested areas on which future marketing programs should focus, including proving
opportunities for hands-on training to Palestinian producers and exporters. However the Grantee
did not provide specific recommendations. The Grantee stated in the report that a
comprehensive marketing assistance program will be provided in the next report.

B.  Facilitating Buyer Contact

Importers Who Bought Through KAI
S ¢ Buving T .

The evaluation team interviewed all six importers who have received produce from Gaza
and the West Bank under the Grant program. They include two importers in the United
Kingdom, one in Copenhagen, one in Amsterdam, and two in the United States. The Grantee
did not identify any importers in the Middle East who have received produce under the Grant
program, therefore it is assumed that no substantive quantity of produce has been sold to buyers
in the Middle East under the Grant program.

% The knowledge transferred was described in statements such as "The farmers were, for the first time, in
the position of determining the stage at which the tomatoes should be picked in order to arrive at the foreign
destination with the sppropriate color” (KAI quarterly technical report September 1993 p.25).
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Most of the importers stated that their KAI point of contact was either Leo or Anita
Kramer. One importer in the United Kingdom also had contact with Angelica Olsson of
KAl/London.

The export transactions facilitated under the Grant program are summarized in Table 4.2
below. (For more details of each buying transaction, see Annex 3.)

Table 4.2
West Bank/Gaza Produce Recelved by Importers
Under the Grant Program

Produce/Quantity
Name of Importer Received* Date of Shipment
Breiss & Co., U.K. strawberries/two tons March 1993
Paskalis Imports, U.K. tomatoes/24 tons March-April 1993

melons/8 tons July 1993

grapes/15 tons July 1993
Pepino Fr., Denmark tomatoes/two tons March 1993
Winding, Holland grapes/10 boxes July 1993
Procacci Bro., U.S.A. tomatoes/a few cartons Spring 1993
D’Arrigo Bro., U.S.A. tomatoes/500 kg March 1993

Source: Interviews with importers conducted by the evaluation team.

* Estimates of the tonnages of produce received were obtained from interviews with
importers. The slight discrepancies among the tonnage data supplied by the growers and
buyers and those documented by the Grantee are probably the result of rounding of
figures and the rejection of produce due to spoilage in route.

Terms of the Sales

Two of the importers interviewed (Pepino Frugt and Procacci Brothers) indicated that
they only received small sample quantities which did not involve commercial sales. All four of
the importers who received produce from Gaza and the West Bank in quantities larger than
sample size (i.e. more than just a few boxes) paid the producers on a consignment basis. For
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those consignment sales, the importer typically paid for the internal transportation and freight
forwarding costs. In some cases the importers may pay for packing cartons as well. The
importer sold the produce in the wholesale market and paid the producer the proceeds less costs
and the importer's commission (ranging from six to eight percent).

All the importers interviewed indicated that the most common terms of sale for produce
was by consignment, especially for new producers with whom importers and retailers did not
have previous transactions. All the importers contended that due to the price volatility of the
produce market (often a result of unstable supply), they are very reluctant to offer fixed prices
or minimum price guarantee contracts to new producers. Thus it is common for new market
entrants to bear those market risks at least until a longstanding supplier-importer relationship has
been established.

The prevailing market practice of importers buying fresh produce on a consignment basis
has been observed by the evaluation team as a major reason for the low volume of sales
consummated under the Grant Program. Most of the farmers in Gaza and West Bank
interviewed by the evaluation team have been reluctant to accept those terms of sale especially
when they have not previously dealt with the importer. The fact that the Grantee by admission
has limited experience in the exporting of fresh produce suggests to the evaluation team that the
Grantee may not have anticipated the issue of consignment as an important export constraint in
the Program design.

Three of the importers interviewed (Briess and Paskalis in London and Winding in
Copenhagen) revealed that they frequently offer fixed prices to their suppliers. Winding, which
sells primarily to independent grocers, usually offers fixed prices to suppliers with longstanding
relationships. Winding determines the prices of produce based on market prices. Briess and
Paskalis, which primarily sell to supermarket chains, often offer fixed prices to suppliers when
fixed prices are offered by supermarket chains. Paskalis, for example, imports ten percent of
its tomatoes and 70 percent of its grapes based on fixed prices. Fixed prices are mostly offered
verbally, but also occasionally through written contracts. However, large buyers such as
supermarkets only offer those terms when they have confidence in the reliability of the supplier.

Two other importers, Procacci Brothers (Philadelphia) and D’Arrigo Brothers (New
York), indicated that they occasionally buy on fixed prices when certain produce is in short
supply and when they know that the risks of resale are minimal.

Letters of Credit snd Bank Guarantees

It has been expsessed by many producers in Gaza and the West Bank that they would like
to receive letters of credit or bank guarantees from importers which guarantees prices before
they send their produce shipment. The evaluation team thus asked buyers if the producers’
demand could be met under current market practices.
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All the buyers interviewed agreed that opening letters of credit or providing bank
guarantees is no longer a common practice in the fresh produce market in Europe and in North
America, although some importers are willing to 8o in some exceptions. Importers are reluctant
to open letters of credit due to the volatility of the produce market and the risks of produce
spoilage in route. Some importers indicated that they are willing to provide bank guarantees to
the extent that they will fulfil their obligations to sell the produce and pay the producer/exporter
the proceeds liss costs, but not to guarantee a specific price for the produce on delivery, as was
demanded by producers in Gaza and the West Bank in a few instances.

The current practice in the produce market of not providing letters of credit or bank
guarantees at guaranteed prices before delivery is perceived by the evaluation team as a possible
obstacle to consummading sale. This issue was also probably not foreseen by the Grantee in the

Grant Program design.

For the trial commercial shipments of produce received by Briess, Paskalis, Pepino Frugt
and Procacci Brothess, overseas freight was arranged by the Grantee, while inland freight from
the port to the warehouse was usually arranged by the importer. Pepino, for example, arranged
the trucking of tomatoes from Amsterdam to Copenhagen. The packing cartons, overseas and
inland freight costs, storage and other handling costs were typically reimbursed by the importer.

However, the costs incurred were deducted from the payment by the importer to the supplier
after the produce was sold.

For the two sample shipments received by Winding and Procacci Brothers, the
Grantee/producer amranged all transportation and paid the packing costs, cartons, freight costs
and other handling charges.

Prob ith Initial Shi from G { the West Ban}

Mr. Costa of Briess (London) informed the evaluation team that the strawberries received
from Gaza were satisfactory in both quality and packing. However, he had initially indicated
interest in strawberries shipment in November 1992 when prices were high, but the first
shipment did not amrive until March when prices were much lower. Thus Gaza has not yet
proven to be a reliable source of supply of strawberries in terms of timely delivery.

Mr. Butler of Paskalis (London) said that the quality of both the grapes and tomatoes
received from Gaza and West Bank was good and that the produce was well-received in the
market. However, the quantity shortfalls in many of the tomato shipments have showed that
Gazan suppliers canmot be relied on to deliver a specific quantity.

Mr. D’Arrigo of D’Arrigo (New York) indicated that the trial shipment of tomatoes
received from Gaza was satisfactory in quality and packing, except for the unevenness of color
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of the tomatoes within the same box, which resulted in lower selling price for the sample
shipment.

Pepino Frugt (Copenhagen), Winding (Amsterdam) and Procacci Brothers Company
(Philadelphia) all received sample shipments of overripe produce from Gaza and the West Bank.
Mr. Poelstra of Winding indicated that the packing of the grapes he received from the West
Bank did not meet market standards. The three importers thought that the substandard quality
of the produce they received was probably the result of delays in shipment (could be security-
related or due to logistical problems) and the lack of quality control in the picking, sorting, and

packing process.”

The experience of those importers and their perception of the produce received from
Gaza and the West Banlk suggest to the evaluation team that the producers will benefit from
additional training and technical assistance in quality control, technology and techniques in
picking, sorting and packing, and in handling the logistics of transporting produce.?

Comparison Between Tiansactions with the Grantee and Standard Practices in the

Four of the importers interviewed indicated that the import transactions with Gaza and
the West Bank facilitated by the Grantee were no different from the standard practice in working
with new suppliers. Pepino Frugi informed the evaluation team that the transportation costs for
the trial shipments of tomatoe¢s were higher than usual because most large commercial shipments
of tomatoes are transported by sea. Mr. Poelstra of Winding indicated that the transaction with
the Grantee differed from his standard practice in that he usually deals directly with producers.?

Buying Prospects for Gaza and West Bank in the Future

Four of the importery interviewed are interested in future produce transacﬁon§ from Gaza
and the West Bank, including strawberries, tomatoes, eggplants and grapes.’® Three (Briess,

3 The Grantee agreed that the substandard quality of the produce delivered was due to logistical reasons but
did not specify them to the evaluation tcam. The reasons cited above were the ones perceived by the importers
interviewed.

* The evaluation teasn notes that some of the training and technical assistance in those ar-as are being
considered as componesis is the upcoming USAID Private Sector Support Project in West Bank ancl Gaza.

®  For a discussion of the Gnntee’c mle compuedtomndnrd practices in the business, see the section under
heading The Role of the Grntee in Facilitating Ex sactions which follows.

% While Grant activities were primarily responsible for stimulating interest in Gaza and West Bank as a
source of fresh produce amsomg those importers, the evaluation team believes that those leads can be successfully
pursued with or without the Grantee in the future.
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Paskalis and Pepino) bave plans to import from Gaza and the West Bank during the current
season and were engaged in discussions with the Grantee at the time of the interview. All three
indicated that they were only willing to import on a consignment basis and not on guaranteed
prices to the suppliers. The reluctance of the importers to offer guaranteed prices, open letters
of credit or provide bank guarantees appeared to have slowed down the process of consummating
sales with Gaza and West Bank producers in the current season under the Grant program. Mr.
D’Arrigo informed that evaluators that he is also interested in importing tomatoes from Gaza,
but only on a coni'gnment basis. At the time of the interview, Mr. D’'Arrigo had not made
concrete future plans o import from Gaza and the West Bank through the Grantee.

Winding and Procacci are not interested in importing from Gaza and the West Bank
because they took the owerripe conditions of the tomatoes they received in sample shipments as
an indication that those suppliers were not ready to export directly to Europe. Mr. Poelstra of
Winding added that given the oversupply and existing competition in the fresh produce market,
he would only consider new suppliers if they can provide added value to the produce such as
surerior packaging and presentatior:.

Comparis

The other countries from which the importers currently source their produce is presented
in Table 4.3 below. Both Briess and Paskalis informed the evaluation team that the quality,
color, packing and degree of ripeness of the West Bank and Gaza produce were excellent
compared to those from other sources including AGREXCO. However, both Breiss and Paskalis
expressed that they cannot yet treat West Bank and Gaza as a reliable supplier based on their
experience from the sample shipments such as delays and shipment shortfalls. Mr. Costa of
Briess indicated that he would like to have one whole season to test out the reliability of the
suppliers from West Bank and Gaza.

Four other importers considered the quality of the trial or sample shipment they received
to be lower than that of the other suppliers. Pepino Frugt and Procacci Brothers both received
tomatoes which were overripe. D’Arrigo received tomatoes of uneven colors in the same box
even though the overall quality of the tomatoes was satisfactory. Winding related that the grapes
received from the West Bank were overripe and not well packaged compared to grapes from
other sources.

Most of the imposters interviewed agreed that problems with produce quality and

reliability of suppliers in Gaza and the West Bank could be the result of transportation delays,
logistical problems, and the lack of quality control in the picking, sorting and packing process.
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Table 4.3

Other Sources of Supply of Produce

for the Importers Interviewed
Importer Produce Sources
Briess & Co., strawberries Egypt, Israel, Australia, France, Holland,
Kenya Mexico, U.S.A.
Paskalis Imports tomatoes Spain
grapes Greece, Mexico, Chile
strawberries Colombia
Pepino Frugt tomatoes Canary Islands, Holland, Morocco
Winding grapes Colombia, Venezuela, Malaysia, Thailand,
Tahiti, Fiji, New Zealand, Australia
Procacci Bro. tomatoes all over the world, including Israe! (through
AGREXCO)
D’Arrigo Bro. tomatoes North Africa, Mexico, Caribbean, South
America

Source: Interviews with importers conducted by the evaluation team.

Most of the importers interviewed stated that, in their opinion, the Grantee played the
role typical of a broker in their import transactions from Gaza and the West Bank, Mr.
D’Arrigo added that Leo Kramer also acted like a consultant to the producers. According to at
least two importers, a broker, be it the Grantee or other parties, may be useful initially (for one
to two growing seasons) for bringing together the producers and the buyers when suppliers are
entering a new market. Several importers had the impression that Gaza and the West Bank
producers who are not sufficiently organized and experienced with direct exporting at this point
and therefore can benefit from the service of a broker. However, Mr. Pepino expressed the
view that communications between the supplier and importer can be improved by having a
broker based in Israel instead of in Washington.

Most importers interviewed noted that brokers for a particular source of supply are
usually not needed indefinitely. Most of the importers had the general view that brokers often
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add another layer of communication and costs to the transaction, so they eventually prefer to
deal with the producers directly.

Importers Contacted By KAI Who Did Not Buy

The evaluation team interviewed eight importers who chose not to receive commercial
shipment of West Bank/Gaza produce through the Grantee. They include two from the United
Kingdom, two from Germany, one from Sweden, two from Canada, and one from Saudi Arabia.
Only the two importers from the United Kingdom interviewed could recall being contacted by
the Grantee regarding importing produce from Gaza and the West Bank.*® The other six
importers were asked their general interest in importing produce from West Bank and Gaza.
(For details of the interviews, see Annex 4.)

Mr. Qlins of Poupart Limited (U.K.) was contacted by the Grantee by telephone. Mr.
Olins explained that he was not interested in importing directly from Gaza and the West Bank
because Poupart is currently one of the several wholesalers (panelists) for AGREXCO products
in the UK. market. Importing Gaza and West Bank produce from sources other than
AGREXCO might jeopardize their current relationship with AGREXCO, according to Mr. Olins.

Mr. Sanchez of A1l Fruit (U.K.) was initially contacted by Leo Kramer about three years
ago. Since then Mr. Sanchez has met with Mr. Kramer several times and spoken with Anita
Kramer by telephone. While Mr. Sanchez has expressed interest in receiving sample shipments
of citrus to the Grantee, the Grantee has not yet followed up with a sample shipment, according
to Mr. Sanchez.”> A1 Fruit currently imports a variety of citrus from Uruguay and other South
American countries. Mr. Sanchez said that while he would be interested in West Bank and Gaza
produce, he would not be willing to offer fixed prices to or open letters of credit for producers
in Gaza and the West Bank until he has seen the quality of the produce and tested the reliability
of delivery in several trial shipments.

Of the other six importers contacted, both importers in Germany interviewed are
currently importing from Israel through AGREXCO. When asked about their interest in
importing directly from Gaza and West Bank, Mr. Hainke of Hahl said currently he did not see
a niche for West Bank/Gaza produce, while Mr. Hauffman of Frueco said he preferred to deal
directly with producers and continue the current business ties with suppliers in Israel.

Gemini Food and Epiciers Unis Metro Richlieu in Canada, and Sydfrucktimporten AB
in Sweden informed the evaluation team that they would consider importing from West Bank and

3 This does not imply that these importers were not contacted. Given the numbers of export inquiries each
importer receives each year it is not surprising that in cases where no export materialized that the importer would
not recall being contacted. ‘

8 The evaluation team deduced from the interview that the reason could be that the C.LF. prices quoted by
Al Fruit were less competitive than prices quoted by other importers to the Grantee.
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Gaza. However, they all expressed concern about the distance from the markets and potential
transportation delays and delivery uncertainties.

Mr. Abdul-Aziz al Madi of Abdul-Aziz Al Madi Establishment for Trading in Saudi

Arabia said he would consider importing from Gaza and the West Bank when the political
relations between Saudi Arabia and the region improve.

C. Fadllitating Grower Pavticipation in Exporting

In Gaza the Grantee has directly assisted two cooperatives in exporting produce - Beit
Lahia Cooperative and the Dier El-Balah Cooperative. Both cooperatives have had experience
in directly exporting large quantities of produce in the past. Both of them have continued to
export produce through AGREXCO while working with the Grantee. The exporting experience
of the two cooperatives prior to working with KAI is described below.

In the season 1989-90, Beit Lahia has exported 34 tons of tomatoes and five tons of
strawberries directly to the EC (Norway, Holland, France). In the season 1990-91, Beit Lahia
exported 76 tons of tomatoes and seven tons of strawberries to the EC. Sales to the EC were
mostly by consignment. Payments were made to Beit Lahia after the importer sold his products
to retailers. Usually C.I.F. prices were paid for imported produce in the EC.

The Dier El-Balah Cooperative exported 800 tons of produce (tomatoes, chili peppers,
eggplant, and potatoes) to the EC in the 1989-90 season, and 400 tons of produce each for the
two scasons in 1990-92. Sales were niainly made by consignment, facilitated by an agent who
received commission for transferring produce and payments. Since cash payments were
provided to the farmers upon delivery of their produce to the Cooperative, the Cooperative took
the risks and underwrote losses which resulted from some of those sales.

For those direct export sales, quality control and packaging were the responsibility of the
Cooperatives. Transportation from the Cooperatives to the port was usually arranged by the
Cooperatives. The necessary documentation and permits were prepared by the Cooperatives.
Transportation from the port to the final destinations was sometimes arranged by the importer.

For both Beit Lahia and Dier El-Balah, the experience of exporting directly to the EC
has been mixed. While both Coops would like to diversify their markets, both have had
negative experiences of being cheated by buyers, or have had produce spoiled in route or due
to security-related delays (and sometimes suspected tampering) at the port. Since sales to the
EC are mainly done on a consignment bases, those incidents have resulted in non-payments to
the Coop which took significant losses. Thus, they are wary of exposing the farmers to the risks
related to direct exporting in the near future, unless some type of price and payment guarantee
from the buyer or the agent could be arranged.
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In Gaza, KATI has facilitated the export of two tons of strawberries to the U.K. by the
Beit Lahia Cooperative and the export of 25.5 tons of tomatoes by the Dier El-Balah
Cooperative. KAI has also arranged the shipment of small quantities of produce as samples
from the two cooperatives, including 12 shipments of samples from the Dier El-Balah
Cooperative. Beit Lahia received $7,500 for the strawberries (including the price of packing
materials) and Dier El-Balah received $25,500 for their tomatoes.

Both Coops are currently exporting most of their produce through AGREX.CO due to the
certainty of payment, which is immediate upon delivery of produce, despite AGREXCO’s
relatively low prices compared to exporting directly. In the case of exporting through
AGREXCO, the Coops do the picking, sorting and packaging. AGREXCO handles all
marketing for produce and arranges transportation.

Compared to exporting through AGREXCO, Beit Lahia and Dier El-Balah received
higher prices for their produce from exporting through KAI. Farmers from both Coops reported
to be satisfied with the price their received. In the case of the Dier El-Balah tomato export,
however, it is unclear whether subsidies were necessary to finance those sales. In that export
shipment, a "bridge loan" of $30,000 from the EC-financed Cooperation for Development
International (CD) was used to finance the sale. The loan has not yet been paid back (see
interview for Dier El-Balah for more details).

In terms of pricing, AGREXCO announces weekly prices for strawberries during the
growing season and pays that price to growers or cooperatives within ten days of delivery. At
the end of the season, if final sales prices are favorable, AGREXCO offers an additional rebate
to growers. For tomatoes, AGREXCO has a quota of 300 tons of purchases per season from
Gaza. For the purchases of tomatoes, a fixed price is offered to growers, but unlike
strawberries no rebate is provided at the end of the season. Compared to AGREXCO, it was
reported that KAT has been more reluctant to guarantee prices.

Compared to direct export in the past, exporting through KAI in both cases has provided
the buyer with prompt payments for their produce. In the case of the strawberry export by Bei!
Lahia, a letter of credit was opened by the Leumi Bank by KAI on behalf of the Coop, and
payment was immediate upon delivery of the appropriate documents to the bank. The letter of
credit was the first and only one ever opened for Beit Lahia to finance export.

In the case of the tomato export by Dier Balah, KAI was able to obtain bridge financing
for $30,000 for the coop from CD. Funds were intended to be used as short term export
financing, to pay for packing materials, packaging and transportation. Such bridge financing
has not been used in Dier El-Balah’s past direct exporting.

In addition, the cooperatives did not have to identify overseas buyers in the export
transaction facilitated by KAI. Overseas marketing was conducted by KAI on behalf of the
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cooperatives. The Grantee also facilitated quicker movement of produce across checkpoints and
through security checks at the port, presumably due to the Grantee’s good connections with the
Israeli authorities. Transportation and freight forwarding was arranged by KAI.

Overall, the biggest advantage of exporting through KAI for the two Coops at present
is to experiment with exporting channels other than AGREXCO. Neither one has exported
outside of AGREXCO during the previous and the current crop seasons other than through the
Grantee. Thus, despite the small size of the shipments compared to the total current export
volume by the Coops, those shipments have important symbolic value, and might have rekindled
interest among cooperatives in finding export channels outside of AGREXCO.

In the West Bank KAI has facilitated exports for three farmers as of December 1993.
One farmer exported seedless grapes through KAI, another one exported melons, and a third one
exported eggplants.

The three farmers have exported the same produce directly to Jordan in the past, mainly
to the wholesale market. They have also exported different products through AGREXCO. None
of the three farmers has sold directly or through an intermediary to EC other than through
AGREXCO. While exporting directly to Jordan usually fetched C.LF. prices terms, exporting
through KAI or through AGREXCO fetched F.O.B prices terms.

In the West Bank, the Grantee has facilitated export from three individual growers. The
three farmers in the West Bank were contacted by KAI through the Agricultural Department of
Jericho. One farmer exported 16 tons of grapes in 10 shipments, another farmer exported a total
of 8.3 tons of melons in two shipments, and a third farmer exported two tons of eggplants, all
to the U.K.

The grape farmer received three payments, including two separate payments of NIS
25,000 (US$9,000) each, and one of US$4,017. The evaluation team learned from Mr.Teltsch
and Mr. Leo Kramer that the two shekel payments came from an Israeli government export
assistance fund (Grant funding) administered by the Agricultural Department in West Bank. The
dollar payment was paid by KAI.

The melon farmer received NIS 7,200 (US$2,592) for his first shipment and $1,985 for
his second shipment. The evaluation team learned subsequent to the melon farmer interview
from Mr. Teltsch and Mr. Kramer that as in the case of the grapes export, the shekel payment
also came from the Israeli government export assistance fund. The team also learned from the
same sources that the second payment in US$ was made by KAI (presumably from proceeds
from export sale net of transport costs and the commission to the importer).
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According to the Cirantee, the eggplant farmer received $530 per ton for his shipment in
December 1993. As the transaction was taking place at the time of the evaluation, the study
team did not have detailed information as to whether the eggplant farmer only received market
prices or some form of subsidy as well.*

Both grape and melon farmers were pleased to find new export markets for their
products. However, the price paid for the produce was critical to both farmers. The grape
farmer was dissatisfied with the total sum paid to him, which he claimed was below that fetched
by nearby Israeli producers who shipped comparable produce around the same time. On the
other hand, the melon farmer was pleased with the price he was paid, since it v:as about 50
percent higher than the AGREXCO price at that time. In both cases, the farmer was not aware
of the exact sources of his payments (whether it came from export proceeds or subsidies or a
combination of both).

According to suppliers who exported through KAI, currently there is a limited supply of
services similar to those provided by KAI in those areas. While some growers have worked
with export intermediaries, they generally view agents or middlemen as ineffective, unreliable
and unable to guarantee sales or payment, unless the middleman is part of the family or a close
associate.

The larger exporters (whom KAI contacted but have not exported through KAJ)
interviewed by the evaluation team expressed the view that intermediaries often cut into the
already thin export margin. According to those growers who have exported to Jordan, agents
are usually paid a six percent commission for receiving the produce, selling them at the
wholesale market and transferring payment immediately to the exporter. Those who have used
an agent in previous export to the EC have said that a five percent commission for marketing
and facilitating sales is common.

Most growers and exporters interviewed are willing to pay for KAlI-like services, the
benefits of which are to identify new markets for produce and the possibility of obtaining prices
better than those offered by AGREXCO. However, all the growers and exporters interviewed
by the evaluation team strongly insist that prices and payments should be guaranteed. Growers
demand guaranteed prices because AGREXCO currently pays pre-export guaranteed (previously
agreed) prices to farmers for a limited number of crops in both Gaza and the West Bank, usually
within ten days of delivery.

¥ According to the Grantee, more than 13 tons of eggplants have been exported by the cicne farmer, and 30
tons by other farmers by the time of the interview, However, the Grantee did not specify the degree of his
involvement in those shipments, nor did the farmers interviewed acknowledge the Grantee’s contribution to export
shipments other than those reported by the evaluation team.
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Since export sales especially to the EC are mostly done on a consignment basis, the
guaranteed price and payment terme* demanded by the Gaza/West Bank suppliers will be difficult
to meet from the point of view o/ . export intermediary. The evaluation team understands that
those terms coulid not be met by KAI in most export transactions facilitated or discussed under
the Grant Program. The failure to reach agreement on the terms of payment has been expressed
by several growers and exporters as an obstacle to export through KAI

Satlstection of Export Regulations

Exporting from Gaza and the West Bank through Israel requires a host of permits,
documentatiom, certificates of origins etc. The two Coops in Gaza -- Beit Lahia and Dier El-
Ba'ah -- are botly familiar with export procedures and regulations from previous experience in
exporting directly or through AGREXCO.

Representatives from the two Coops told the evaluation team that for the shipments they
sent through KAl they prepared the necessary documents to satisfy Israeli export regulations
without requirimg much assistance from KAI. However, both Coops added that the Grantee was
helpful in expediting the process of moving the produce through checkpoints and security checks
at the port due @ his good connections with the Israeli authorities.

The individual farmers in West Bank who worked with the Grantee were less familiar
with export procedures and regulations. For the shipments of grapes and melons, the necessary
export documentation and permits were prepared by Adel Briegheeth of the Agricultural
Department of Jevicho. The three farmers were not involved in the process. However, one of
the farmers was: aware that the Agricultural Department and KAI have intervened effectively
when the prodece was held up at one of the checkpoints to facilitate movement of the produce
to the port without too much delay (See the following section).

Overall, the Grantee assured that three producers in Gaza and two producers in the West
Bank were able to satisfy Israeli export regulations thus far. In the strict sense of the Grant
Agreement, the Grantee met this requirement.

However flie number of suppliers meeting the export procedures and the amount of new
learning were both very limited. Due to the small number of export transactions that have taken
place under the: Grant Program, especially among growers who have not previously exported
directly, relatively few producers, if any, in the territories have benefited from the learning
process of meeting Israeli export regulations however. The three West Bank exporters reported

¥ The relactamce of the Grantee to guarantee prices and payments is not a reflection of the Grantee's own
assertion of these teyms, but merely reflects current overseas practices of buying on consignment. The evaluation
team believes that the payment terms insisted on by the farmers is due to part to the suppliers’ Jack of knowledge
of market practices; as well as their reluctance to bear risks associated with export transactions. This in turns points
to the need for educating growers and exporters in buying practices, price negotiation, and other aspects of export
transactions.
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not leamning at all, while the two Gaza cooperatives reported that they already knew these
requirements.

Changing Policy/Procedural Constraints

Exporting produce from Gaza and West Bank currently requires burdensome proofs that
the produce will not be sold in the Isracli markets. The evaluation team learned that Mr.
Kramer has held several discussions with the Ministry of Agriculture of the Civil Administration
as well as with the Israeli Defense Department regarding easing procedural constraints on
produce export from the territories. However, those discussions have not yet yielded concrete
changes in export policies and procedures for Gaza and West Bank producers. While easing
those policy/procedural constraints is not an explicit goal in the Grant program, it would have
been useful and beneficial for all growers in the territories had the Grantee’s efforts in doing so
effected changes.

According to Mr. Giora Teltsch who has worked with KAI in export facilitation, KAI
and associates have worked with the Jericho Chamber of Commerce to print the first EUR-1
form (Movement Certificate) for produce entering the EC, certifying that their origin is West
Bank instead of Israel. Considering that all previous exports to the EC had utilized Israeli
forms, this can be viewed as a significant step in facilitating future direct export of produce to
the EC from the West Bank.

Overall, the Grantee’s contribution towards export facilitation with regard to policy and
procedural constraints is mostly in the area of trouble shooting when difficulties and delays
occurred in individual shipments. Growers have confirmed that the KAI and associates have
been responsive and effective in Aealing with the Israeli authorities when difficulties arose. It
is possible but cannot be confirmed if such positive intervention has resulted in establishing
precedents which will benefit future direct export transactions in the absence of KAI.

Qvercoming Credit Constraints to Exporting

Since many overseas produce markets (North America, EC) are conducted primarily on
a consignment basis, producers do not usualiy receive payments for their shipment until their
produce is finally sold by the importers/wholesalers. Thus, bridge financing has been raised by
_ the Grantee as an issue affecting the willingness and ability of West Bank/Gaza producers to
engage in exporting.

The evaluation team found that there are currently two major sources of export credit for
producers in the territories. The Civil Administration has established a credit system through
the Ministry of Agriculture to provide export financing in Gaza and the West Bank. Interested
producers can obtain export financing from the Hapoalim Bank. Based on positive
recommendations from the Civil Administration Department of Agriculture, this bank will
provides short-term export credit at an interest rate of seven percent. The evaluation team
learned from the Civil Administration that since those funds can only be borrowed directly by
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producers in Gaza and West Bank, KAI could not access those funds on behalf of Palestinian
producers.

Many suppliers interviewed stated that even at 7 percent interest rate in nominal terms
(compared to shekel inflation of about 10 - 12 percent) they were reluctant to borrow. Many
of the packers said that they consider a reasonable nominal interest rate to be zero to two
percent.

In addition, the Cooperation for Development International (CD) has also made available
export financing credit at six percent (dollar indexed) from EC funds. Those funds are meant
to finance the packaging and transportation of the produce to the final market. The Grantee has
acted an a guarantor in one credit transaction with CD to finance the exporting of tomatoes from
Gaza,

The evaluation team has learned from Dr. Terry Lacey of CD that Palestinian producers
have been reluctant to access the CD funds because the interest rate is considered too high.
While some producers cited religious beliefs as reasons for reluctance to borrow on interest,
discussions with growers and exporters have revealed that they are generally vnv-iiling to borrow
to finance exporting transactions in which sales, prices and payment cannot be assured.

Most of the producers and exporters interviewed did not cite bridge financing per se as
a major constraint. They are mostly concerned with obtaining guarantees of prices and payment.
From the point of view of many growers and cooperatives, exporting directly or through an
intermediary does not provide sufficient security compared to exporting through AGREXCO,
which guarantees prices and assures payments within ten days after delivery for a limited number
of crops.

Many growers feel that they are already taking significant risks in the crop growing
process and hence want to minimize risks associated with export transactions. In addition, many
growers and exporters have had negative experiences and incurred losses in past direct export
especially to the EC. Thus they often demand terms similar to those currently offered by
AGREXCO i.e. assured sales and guaranteed prices, which in many cases could not be obtained
by the Grantee on their behalf from importers. Exporters interviewed admitted that they could
not usually obtain letters of credit under those terms from importers directly on their own either.

Exporters who have not exported through KAI did not cite bridge financing as a major
export constraint, although most indicated that they would be more willing to borrow to finance
export had interest rates been more favorable.

Transfer of Technology and Know-how
The Grant Agreement specifies that the Grantee will advise suppliers on the appropriate

ways to collect, package and transport produce. The evaluation team was asked to assess the
success of the assistance delivered to suppliers in those areas.
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Interviews with Beit Lahia and Dier El-Balah indicated that the since two cooperatives
were already familiar with the picking and packing teclhiniques required for produce export, they
did not require much assistance from KAI in those areas.

For the three main export transactions in the West Bank, a KAI representative (Mr. Giora
Teltsch) visited the farmers to inform them of the produce color and size specifications, degree
of ripeness, and picking and packing techniques to meet the requirements of the export market,
Packing boxes were purchases by the importer and the delivery of packing boxes to the farmers
was arranged by Mr. Teltsch,

Picking, packing and quality control were carried out in the farms. For the grape export
from the West Bank, KAI arranged for a Palestinian expert to supervise the picking, sorting and
packing process for several days. According to the Grantee, KAI's West Bank representative
(presumably Mr. Bricgheeth) and an agronomist (presumably Mr. Teltsch) were also present.
However, the grape farmer only learned later after he had incurred a loss that he would have
to modify planting and picking techniques to improve efficiency for future export transactions.

The evaluation team was not informed of any extensive supervision by the Grantee or its
associates in the picking and packing process for the melon and eggplant export. The melon
farmer indicated that he has not received direct feedback from KAI as to whether the picking
and packing techniques and quality control in his farm should be improved or modified in the
future.

Beit Lahia and Dier El-Balah in Gaza have worked with KAI and associates to arrange
internal transport of produce. Freight forwarding was arranged by Giora Telisch of KAIL It is
likely that some degree of learning has occurred as those were the only export shipments
arranged outside of AGREXCO to the EC in the past two years.

The three farmers in the West Bank were not involved in arranging the transportation of
their produce both from their farm to the port and freight forwarding. Thus, very little transfer
of knowledge in transporting produce has resulted from those three transactions.*

One beneficiary of knowledge transfer is Mr. Adel Briegheeth of the Agricultural
Department of Jericho. Mr. Briegheeth was involved in preparing the necessary documentation
and facilitating the transport of produce from the West Bank farmers to the port. Mr.
Briegheeth indicated he has learned from the process and will be able to assist West Bank
farmers better in the future.

Overall, the transfer of technology and know-how was limited to the five producers who
exported through KAI. There is little evidence that other producers in Gaza and the West Bank
have learned from the process. The evaluation has not found evidence that the growers who

¥ According to the Grantee, the West Bank farmers were not very interested in getting involved in arranging
transport of the produce, due in part to their preoccupation with the picking and packing process.
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have worked with KA or others have used the knowledge transferred under the Grunt program
to undertake other export transactions without KAI.
D.  Achlevement of Export Targets
According to the evaluation survey findings, the total exports directly facilitated by KAI
and the export value generated from Grant start-up through mid-December 1993 were as follows:
Table 4.4

TOTAL EXPORTS AND EXPORT VALUE GENERATED BY KAI
(START-UP THROUGH MID-DECEMBER 1993)

PRODUCT EXPORT VALUE SOURCE OF

TONNAGE (USS) COMPENSATION

16 tons of grapes 22,017 $18,000 from Israeli export assistance fund;
$4,017 from KAI

8.3 tons of melons 4,550 $2,592 from Israeli export assistance fund;
$1,958 from KAl

25.5 tons of tomatoes 25,000 $30,000 from EC bridge loan

2 tons of eggplants 1060 importer

2 tons of strawberries 7,500 importer

Total="33.8 tons $60,127 $48,392 Trom subsidies
$14,53S from importers
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In total the KAI program directly facilitated the export of 53.8 tons of produce valued
at US$60,127. Table 4.5 compares this performance to the export targets specified in the Grant
Agreement program description. The table demonstrates that not only has the Grantee fallen far
short of achieving overall export targets for tonnage, it has also not come close to meeting

targets in every single product category.

In the quarterly technical reports submitted by KAI to USAID in June 1993 and
September 1993, KAI also claimed to have been responsible for the export of 16,188 tons of
oranges, 40 tons of strawberries, 75 tons of tomatoes, 27 tons of grapes, and 156 tons of
bananas (a total of 16,486 tons) through indirect "involvement."* These exports would be over
and above the direct exports verified by the evaluation team in Table 4.5. However, the study
team could not verify the Grantee’s involvement in facilitating those sales in our interviews with
the prodiacers and exporters in Gaza and the West Bank.>” The evaluation team also could not
verify from interviews with Israeli Government officials that the Grantee achieved any policy
or procedural changes that would have systematically benefited all direct export of produce from
Gaza and the West Bank.

As shown in Table 4.5, the export total of 53.8 tons®® achieved by the KAI project
represents only 0.14 percent of the target exports of 38,988 tons™® set in the Grant Agreement
for the implementation period January to August 1993. Using the more conservative bottom of
the range target numbers the Grantees’ exports would represent 0.18 percent of targets for the
same time period. Even if the Grantee substantially accelerates export performance in the three
months until scheduled program completion it is unlikely that they will come close to meeting

export targets.

A much more conservative export target could be set in hindsight in the range of 600 to
1000 sons. This level is consistent with export targets set for projects in the area with similar

¥ Jremains unclear to the evaluation team how the Grantee arrived at those figures and what types of indirect
facilitation the Grantee has contributed to those export sales that have already been taking place.

5 None of the producers and exporters interviewed by the evaluation team attributed any of their direct export
to KADs isvolvement other than those directly facilitated by KAI, Neither one of the citrus exporters, for example,
gave ackmowledgement that their current large volumes of export to Jordan was attributed to the Grantee's
involvesseat. The evaluation team interviewed all of the producers and exporters ideatified by KAI as having been
involved im the Grant Program.

% Bseaking out the tonnage that the Grantee facilitated without the use of subsidies, only 4 tons were exported
(sce the kast two transactions in Table 4.4).

»®  Using mid-point target numbers and using the targets set through August 1993 (instead of December) for
a three moath delay in project start-up.
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levels of funding®. If the target set had been in this more modest range, the Grantee would
have achieved some 8 percent of targets for the period to date.

Table 4.5

EXPORT TARGET
SPECIFIED IN GRANT
AGREEMENT (tons)

ACTUAL TONNAGE
EXPORTED (tons)*

5,000 - 10,000

9,000 - 14,000

5,500 - 8,300
125 - 250

2,000 - 4,000
500 - 1,000
4,300 - 6,500
600 - 1,200
750 - 1,500
500 - 1,000
650 - 1,300

Source: Gramt Agreement and Program Evaluation Team

©  For example the new crops export assistance line of credit funded by CD in Gaza has an export target of
600 tons of produce. The total funding made available by CD for this project is $600,000 but the net cost of the
project should be lower since $600,000 is the total funding available for loans. Net of loan repayment the total cost
will be lower than $600,000.

4 Through December 1993,

2 Using mid-points and targets set through August 1993 to compensate for three month delay in project start-
up.
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E.  Beneficlary Impact

Supplier Participation

Following the Grant Agreement and the Unsolicited Proposal, the intended program
beneficiaries are the growers and packers responsible for the production of fruits and vegetables
which were to be exported under the Grant program. As the discussion above on achievement
of export targets demonstrates, there was a relati- ely small number of growers and packers who
directly benefited from program exports. There was a total of five different commercial export
transactions which took place under the program -- of modest level in size -- from five different
growers/suppliers.

The degree of interest of growers/packers who participated in export transactions ranged
from moderate to high. However, the two growers who expressed the highest level of interest
in future exports under the program also benefitted in their expori transaction from a
subsidy/grant from other sources, which may well have artificially boosted their potential interest
or expectations from exporting under the program. A lower subsidy element or lack of subsidy
altogether might have been required from a methodological standpoint to gain a purer picture
of what the real interest of the beneficiaries would be under market or near-market conditions.

The number of farm workers who benefited from the program exports ranged from 3 to
15 per export shipment, but the majority of these workers were laborers employed on a very
short-term basis for a few days of picking, grading or packing. No substantial long-term
employment impact was evident for the program to date. Although an exact employment impact
measurement can not be made from available data, it is estimated by the evaluation team to be
less than 50 and this is only part-time employment for a iimited number of days for each export
order. It is very clear to the evaluation team that the number of jobs created by the Grant
Program is far below the 5,000 jobs target established in the Unsolicited Proposal.

The Grantee objective of accelerating join ventures* within 12 months has also not been
accomplished, according to evaluation team findings. The Grantee activity and accomplishments
and the in-person evaluation interviews did not identify any joint ventures which occurred as a
result of the Grant Program.

Benefit Incidence

A formal cost-benefit analysis was not included as part of the Scope of Work of the
evaluation. However, given the relatively manageable size of the data set required to estimate
approximate costs and benefits of the program, an "order of magnitude” banefit-cost assessment
was conducted by the program evaluation team. The evaluation team feels that such an

©  See Unsolicited Proposal Section V Part D on page 5.
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assessment is relevant and applicable since the greatest justification for the Grant program in the
Unsolicited Proposal was the direct and quantifiable economic impact that export transactions
would have on program beneficiaries.

The gross costs to the Grant progrei. which are easily identifiable are the costs of
USAID Graat cash contributions under the program. As of December 1, 1993 these costs were
$563,000.

The gross benefits to the program are the value of export production which was
facilitated vnder the Grant program.** As of December 1993, some 53.8 tons of produce had
been exporfed through the program. No additional tonnage for exports that might take place in
the future are included for the benefit-cost estimate to date.* The gross farmgate financial value
of this expost production (including subsidies) was $60,127. The gross farmgate economic
value of production (excluding the subsidies) was $14,535.

The net financial cost-benefit ratio derived from the above numbers (through December
1993) is 0.11. This ratio suggests financial benefits that are not nearly as high as the financial
costs of the project (i.e. for every dollar of financial cost there has been 11 cents of financial
benefit to the beneficiaries).

Leaving out the subsidies from the benefit stream, but leaving the cost stream unchanged,
provides an estimate of the approximate net economic benefit-cost ratio of the program. This
calculation results in an economic benefit-cost ratio of 0.026. One way of interpreting this result
is that for every dollar of economic cost to the program, the program has gained 2.6 cents of
economic benefit.

“  These estimates exclude the incremental farm production and grading costs from the incremental cost of
exporting under the program. These costs are real but are not easily ideatifiable. In addition to those costs which
are not inchaded, the Grantee may have incurred additional finsncial costs (overhead, fringe benefits) beyond
USAID’S comtribution, however these costs are also not easily identifiable and are not included here. Consequently
the benefit-cost ratio in this "order of magnitude” assessment becomes a measure of the retums to USAID resources
employed im the program, not a retumn to total resources employed.

S For simaplicity purposes the total value of exports not the incremental export value was used as the program
benefit. In the absence of the Grant program, some percentage of the export value of the crop (probably about SO
percent) could lurve been obtained in local markets, Most of the program export orders came after the planting
decision had slveady been made, therefore for most transactions one cannot say that the export production in the
program was estirely incremental.

4 The stream of benefits included in this analysis does not include any erports that the Grantee might be
facilitating between the dates of December 20 1993 to March 1 1994 (Grant completion date) nor does it include
any incremesfal exports the Grantee may encourage through demonstration or through making the initial contact
and then later not being involved in the direct export.
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Genenally an economic benefit-cost ratio of 1 or higher is considered necessary to make
a project visble.*” Thus, the estimated economic returns for the first 14 months of the program
do not suggest a net benefit which is close to sufficient to justify the economic cost of the

program.
Expoxt Learning

Since the direct benefits to export assessed above are quite limited in scope, the
cvaluation team also assessed indirect benefits to determine whether these non-quantifiable
benefits would improve the overall net project impact assessment. In some projects indirect
benefits such as technology transfer or institutional development help offset low direct economic
benefits.

As the part C of Section IV above explained, the overall export learning and transfer of
knowledge under the project has been relatively limited according to evaluation team findinge.

There are several reasons why the learning and technology transfer have been limited.
One of the reasons is logistics. The two most active staff members of KAI under the Grant
program (see Section IV part A) are located in Washington DC. Since the majority of their time
has been spent at their headquarters, the opportunities for supplier learning through frequent in-
person contact have been limited by the geographic space between Gaza/West Bank and the
United States.

A second factor limiting the learning process was the fact that the Grantee by admission
had very limited background in the exporting of fresh produce. This fact by definition confined
the amount of technology transfer that could take place in the areas picking, packing, quality
control, and complying with export paperwork and regulations. The main KAI staff member
who assisted in this area was Giora Teltsch and he undertook many of these responsibilities on
three separate export transactions from the West Bank.

The only other significant learning opportunity came from Gaza/West Bank suppliers
participation in a Producers’ Convention in Washington. The Wesi Bank/Gaza suppliers’
participation in this convention was initiated by the Grantee. The evaluation team interviewed
four out of the nine participants at the convention. Two out of the four participants interviewed
expressed an extensive appreciation of the information provided at the conference. The
information Jearned dealt with trends and market developments in the North American and
European fresh produce markets. The other two expressed limited learning or difficulties
understanding because of language barriers.

A third factor which might have limited the transfer of technology was approach taken
by the Grantee set forth in the Unsolicited Proposal and confirmed to the evaluation team by

“  See Ecomemic Analysis of Agricultoral Projects by J. Price Gittinger, page 345.
44



suppliers during the interviews. This approach taken allowed the Grantee to take on somewhat
of a brokerage or "middle man" role in export transactions, at least according to the perception
of suppliers.**

There are potential positive and negative implications of this perceived role. The positive
side is that for some suppliers the Grantee seems to help generate additional entrepreneurial
spirit. A negative side of the same perceived role is that some of the suppliers appeared to not
fully understand the nature of their relationship nor the details of each transaction. Whether the
perceived role had a not positive or negative effect on the overall program is unclear. However
what i3 clear is that role and approach did not promote a maximum of information transfer and
learning, as n.any suppliers felt that they were basically in a business-negotiations relationship
with the Grantue.

Indirect Impact

The indirect impact of the Grant program on exporting activities in general is difficult
to measure, as only anecdotal information is available in this area. On the positive side, the
evaluation team feels that the Grant’s basic objectives of facilitating exports of fresh produce are
fundamentally sound. Moreover, the Grantee’s focus on exporting seems to have generated
additional interest in promoting direct exporting, although difficult to quantify, with other
organizations such as the EC, CDP, CD and the Agricultural Departments in West Bank and
Gaza. Most of these organizations accelerated their export promotion programs over the past
year. The evaluation team feels that the Grantee is probably partially responsible for this
increased interest.

Another positive indirect impact that the Grantee has achieved is the direct contacts made
by the Grantee to actual and potential sellers on behalf of Palestinian growers. The number of
sample shipments and marketing inquiring may in the future open the door to Palestinian
exporting opportunities with or without the Grantee.

A third possible indirect impact was the enthusiasm generated in suppliers with whom
the Grantee directly worked. This enthusiasm was apparent in two or three of the suppliers with
whom the evaluation team met. While the actual levels of exports were largely symbolic, the
demonstration effect may have some positive benefit for future exporting, with or without the
Grantee.

In terms of security arrangements and facilitation of transport, the Grantee’s progress to
date has mainly been restricted to the trouble shooting when difficulties occurred in individual

4 Although the Grancee did not specify his role in facilitating export transactions in the Grant Agreement with
USAID and may not have specifically referred to himself as a "broker” to producers and importers, he has been
perceived as such by many suppliers and importers interviewed. For example, the Grantee was described by one
supplier as & "merchant."
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shipments. It is possible, but cannot be confirmed, that such positive intervention has resulted
in establishing precedents that will benefit direct export transactions.

In terms of meeting its objective of shifting the buying practices from 100 percent
consignment to minimum guaranteed prices and advance payments the Grantee has been largely
unable to fulfill this requirement. As explained eliewhere in this document (See Chapter
Sections B and C and Annexes 2 and 3), virtually all of the exports to date under the Program
have been negonated on a consignment basis with the 1mporter This is not a fault of the
Grantee per a¢ but is a refection of the general market practices for fresh fruits and vegetable
buying in Burope and North America. Of the exports realized by the Grantee, prices have not
been guaranteed in advance but typically have been determined after the consignment sales. This
buying practice, if continued, could make it difficult for the Grantee to compete with
AGREXCO which offers guaranteed prices or advance payments for all of its purchases in Gaza
and West Bank,
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V. LESSONS LEARNED AND FUTURE RECOMMENDATIONS FOR USAID

A.  Overall Assessment of the Grant Program

The evaluation team’s overall assessment is that the Grant Program is appropriate in
concept and offers some innovative ideas that have kindled new interest in exporting, but that
the implementation of actual exporting has proved to be quite constrained, and as a result not
been very effective.

The concept and objectives of assisting Palestinian exports of fresh produce are
fundamentally sound, according to the evaluation team. The program concept and objectives
were essentially developed by the Grantee through its Unsolicited Proposal of February 1992.

The underlying assumptions of the proposal were that good quality surplus production
was available for export and higher-value commercial markets were available in Europe and
North. America, provided a few constraints couid be lifted. These constraints related mainly to
secvrity, transport, and monopoly pricing and buying practices. The fundamental assumption
of the proposal was that once these hurdles were overcome, commercial exporting of produce
to high-value markets would be technically and economically feasible.

In terms of facilitating actual exports, the Grantee has assisted in the export of some 53.8
tons through December 993 compared to a target figure of some 38,988 tons for same time
period. Thus the Grantee only achieved some 0.14 percent of the export targets set in the Grant
Agreement. Even if the Grantee substantially accelerates export performance in the next three
months, it is highly unlikely that it will come close to meeting export targets for the overall

program.

West Bank/Gaza suppliers have received about $60,127 in export revenue to date through
the project, including subsidies paid by other agencies. This compares with a financial cost of
the project to date of $563,000 in USAID cash grant disbursements.

The Grantee’s inability to meet export targets had its root in the original program design,
as it has now become evident that the original export targets were vastly optimistic. Both the
Grantee and USAID would in principle share responsibility for the setting of the original targets,
as they were both parties to the signing of the Grant Agreement (Program Description) which
established the targets.

The level of exports achieved is an indication that the magnitude of constraints to
exporting may be greater than was originally thought during program design. The evaluation
team is of the opinion that constraints in the areas of quality improvement, packing and grading
techniques, production cost reductions, and access to market information are formidable and
probably need to be addressed over the longer term if USAID’s export assistance is to have an
important impact in Gaza and West Bank.
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The approach that could be used by the Grantee in facilitating exports -- such as direct
buying and handling, consulting advice, brokering (middle man role) -- was not specified in the
Grant Agreement. Flexibility was given to the Grantee to determine its most productive role
as the implementing agent charged with a mission of facilitating exports in a constrained
environment. Many of the suppliers considered the Grantee to be acting as a middle man for
them, and one of the outcomes of this type of relationship has been that suppliers have not been
completely informed about the terms of sales, final purchase prices, cost of transport, or use of
subsidies in their export transactions. As a result, many of the suppliers have not learned as
much from the experience as they could have, had they been completely apprised of this
information and been more directly involved with transactions with the buyers.

While overall success in meeting quantitative program targets has not been achieved by the
Grantee, the areas where the Grantee achieved the most progress were in:

. trouble shooting with export transportation and security issues through Israel on
those individual exports which were facilitated through Grantee assistance;

* active export promotion efforts with European and North American buyers;
. identification of high-potential export candidates in Gaza and the West Bank; and

® entrepreneurial approach to encouraging exports and transactions from Gaza and
the West Bank which generated strong awareness of the program.

'The principal areas where the Grantee showed the least progress were in:
® inability to meet export performance targets established in the Grant Agreement;

. low technology transfer in the areas of picking, packing, quality control, export
regulations, etc;

4 lack of clarity of Grantee’s role vis-a-vis suppliers, and limited transmission of
relevant information about the final export transactions to the beneficiaries
(prices, terms of agreement, provision of subsidy, etc);

* no recruitment of full-time field staff in Gaza and West Bank which has reduced
contact and interaction with the target beneficiaries; and

¢ extensive focus on administrative constraints with USAID, instead of solving

problems to the best of their ability, within the resources provided in the Grant
Agreement.
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B. USAID Management of the KAI Program and Programs of This Kind

The evaluation team has been asked by USAID to examine the lessons learned from its
management of this activity, This program was designed in the context of a situation in which
USAID did not have a formal Mission or presence in the Gaza and the West Bank. The
program setting also entailed potentially sensitive political and strategic issues for the U.S.
govemment. With a limited USAID presence in the area and the complex political situation, the
Grant Program has encountered greater management challenges than an average USAID grant
or project. In addition, the Grant Program was a non-traditional, transaction-oriented activity
fully implemented by a private, for-profit firm. The unusual program setting and design, and
the Grantee’s lack of experience and knowledge of USAID procedures and requirements have
caused a heavier than average management burden for USAID.

The evaluation team believes that for this type of activity, it would be useful for USAID
to adopt a management approach that balances implementation autonomy with accountability on
the part of the Grantee. In the KAI Program, USAID could allow the Grantee maximum
flexibility in implementing program activities within the confines (such as approved budget) of
the Grant Program. At the same time, USAID can hold the Grantee responsible for meeting
Grant objectives and targets developed by the Grantee and specified in the Grant Agreement,
without any obligations to satisfy requests for additional funding, particularly those submitted
in an 20 hoc fashion. The evaluation team believes that such ad hoc requests for additional
funding may have distracted the Grantee from implementing activities that could be accomplished
without additional funding, and also represented an undesired management burden to USAID.

Tun:ing to overall management of programs of this type, there is a clear need for USAID
and prospective grantees to establish more effective program management structures.
Increasingly USAID will be required to conduct development assistance activities with fewer
staff resources and in-country Missions. The experience of this program is therefore highly
relevant.

Programs of this type (new concept, difficult operating environment, absence of full
USAIP Mission, etc.) are by definition experimental in nature, and should be approached and
managed as such. Experimentation requires flexibility, which implies the need to add, eliminate
or adapt tasks and components within the framework of the original grant. However, this in turn
requires clearly understood processes for effecting changes in approach.

The evaluation team strongly recommends that immediately upon (or prior to)
implementation of programs of this kind, appropriate USAID staff should meet intensively with
grantees (particularly those with limited USAID experience) to review comprehensively all rules,
policies and procedures that should be followed by grantees. This will eliminate or at least
reduce lack of knowledge which creates frictions and delays and frustrates both USAID and

graniees.
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Finally, management relations and efforts will be improved by the introduction of a
structure which provides greater grantee autonomy tied directly to greater grantee responsibility
and accountability. In many programs, far too much time and effort is expended on
“bereaucratic” issues such as approvals, task revisions, incremental budget changes and other
mattexs. The USAID process for dealing with these operational issues is burdensome and time
coasuming. A management structure which provides implementing organizations with more
anlomomy on froutine matters, while at the same time holding them strictly accountable for
activities and results, would improve performance and generate better program results.

C. Coordination with Other USAID Grantees

Other USAID grantees (such as ANERA and ACDI) active in agricultural development
in Gaza and the West Bank mainly focus on providing "from the ground up" training, technology
tramsfer and extension services to Palestinian growers. The KAI grant programs activities
curremtly are not closely coordinated with activities of other USAID grantees. Since the KAI
program is primarily transactions-based, it can complement other activities by sharing its
experience in developing entrepreneurial and marketing skills through joint workshops, seminars
or conferences.

The evaluation team also learned that an export program to promote new crops has been
recendly initiated by a consortium of private voluntary organizations including a few current
USAID grantees. Since this new activity and the KAI program share the common goal of
increasing direct produce export from Gaza and the West Bank, KAI and other USAID grantees
should be encouraged to increase communication on their ongoing activities regarding the lessons
leasned from their experiences.

D.  Future Export Promotion Activities

Based on the information gathered during program evaluation and the lessons learned,
the evaluation team has identified a set of suggestions or recommendations for USAID in its
plmning of future export promotion activities in Gaza and the West Bank.

The first suggestion is based on the direct recommendation from the Director of
Techmical and Advisory Committees for the Palestinian Team to the Peace Conference. His
recommendation was transmitted during an interview with the evaluation team. According to
the Director, while the emphasis of the KAI export grant (transactions, active contacts with
buyers, removing security and transport constraints on the Israeli side) may have been
appropriate during the past year, the new events relating to Gaza and Jericho autonomy should
lead tv a different approach in 1994,

According to the Director, the new situation would call for stronger focus on institution
building with the relevant new Palestinian organizations responsible for export promotion and

50



agricultural development. In addition, according to Mr. Istanbuli, the new situation would
suggest a greater emphasis on training and technology transfer. Such a program would focus
more clearly on the specific technical needs of Palestinian exporters and would encourage their
direct involvement in such activities.

In addition to the recommendation from the Director of the Technical and Advisory
Committees, the SRI evaluation team would like to add the following points of emphasis for
future agricultural export activities in Gaza and West Bank*’:

L

Begin the program with realistic goals and objectives with regard to export
targets. This could be achieved by a more complete program design process
which could begin with baseline estimates of current exports.

Once realistic, quantifiable targets have been set by both parties, those
quantitative targets will remain the principal criteria against which program
success can be measured.

Work more closely with the Palestinian growers/suppliers in the design of the
program to determine from them what their greatest needs are for export
expansion.

Maintain emphasis on export transactions, as well as contact with overseas
buyers, but place more emphasis on working directly through Gaza/West Bank
growers, cooperatives, or packing houses as the export agents themselves.

Attempt to negotiate and establish export procedures with Israeli authorities that
would apply to all Palestinian exporters, not just facilitate individual shipments.

Provide detailed market information on prices in overseas markets such as
Europe, North America, and the Middle East to suppliers and growers.

Undertake a detailed analysis of the economics of exporting for various crops, in
different markets and for different seasons of the year.

Transmit detailed information to the suppliers about the terms and conditions of
final sales, prices, and level of subsidy, if it is used.

Provide clear and transparent identification of subsidies if they are used, along
with limits on subsidy levels for each transaction with a view of gradually

®  The evaluation team is of the opinion that a logical vehicle to undertake the types of agricultural export
promotion activities recommended here will be under the auspices of the upcoming Private Sector Support Project
sponsored by the Near East Bureau.
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eliminating subsidies. This will serve as a effective screen for the identification
of crops, growers, and markets with greatest market viability and potential,

* Provide technical assistance to growers, packers and exporters in the areas of
picking, packing, grading, quality control, and export procedures.

. Prepare training manuals in these technical areas and organize seminars for these
same groups to disseminate this information to program beneficiaries.

It is the opinion of the evaluation team that through the implementation of this Grant and
through related development activities with other grantees in the area, USAID has a4 much wide:
knowledge base of the constraints and opportunities related to exporting fresh prodice from Gaza
and West Bank. The knowledge gained from these activities should be of great assistance in the
planning and imp'ementation of future initiatives designed to promote agricultural exports from
Gaza and West Bank.,
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Attachment 2
Program Description

Over the eighteen month life of the grant, Kramer Associates Inc.
will:

(1) help to increase the export of produce from Gaza and the West
Bank by: facilitating sales arrangements between suppliers in the
West Bank and Gaza and buyers in the United States, Europe, the
Middle East, and Japan; advising suppliers on the appropriate
collection, packaging, and transport of produce; and assuring that
suppliers are able to satisly Israsli export regulations.
Specifically, Kramer Associates Inc. will:

(a) for the period January 1993 through May 1993 provide
evidence that it has facilitated the export of 5,000 to 10,000 tons
of tomatoes; 9,000 to 14,000 tons of valencia oranges; 5,500 to
8,300 tons of cucumbers; and 125 to 250 tons of strawberries or an
explanation of why the targeted level of exports was not
achievable.

(b) for the period June 1993 through August 1993 provide
evidence that it has facilitated the export of 2,000 to 4,000 tons
- of watermelons; 500 to 1,000 tons of melons; 4,300 to 6,%000 tons
of grapes; 600 to 1,200 tons of figs; 750 to 1500 tons of guavas;
500 to 1,000 tons of bananas; and 650 to 1,300 tons of lemons or an
explanation of why the targeted level of exports was not achievable

(c) for the period September 1993 through December 1993 provide
evidence that it has facilitated the export of 4,000 to 6,000 tons
of shamouti oranges; 1,100 to 2,200 tons of grapefruit; and 2,100
to 4,300 tons of potatoes or an explanation of why the targeted
level of exports was not achievable.

(2) help AID to better understand the constraints and
opportunities that exist in exporting produce from the Occupied
Territories by documenting its experience. Specifically, Kramer
Associates Inc. will provide the A.I.D. Near East Bureau Office of
Middle East Affairs (NE/ME) with four written reports. The first
report will be submitted thrase months after the date the grant has
been signed and will: detail the actions Kramer Associates has
taken to start-up the planned activities under the grant, describe
any obstacles Kramer Associates has encountered in implementing its
planned activities and how obstacles were/are being addressed,
discuss actions planned and obstacles anticipated through the
remainder of the grant period, and indicate accrued grant
expenditures broken down into the categories of staff salary,
consultant salary, staff travel, consultant travel, equipment,
overhead, and other miscellaneous costs (with other miscellaneous
costs to be identified in a separate line item any time a specific
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cost in the category exceeds $10,000). The three subsequent
reports will be due one month after the three periods noted in
(1) (a), (b), and (c) abovae, i.e., they will be due June 30, 1993;
September 30, 1993; and January 30, 1994. Each of these three
reports will indicate success against the identified export targets
and provide explanations for any targets not achieved. Each report
vill also provide the following for the crops relevant to the
reporting period:

(a) information related to the produce sold as a result of
activity under the grant, i.e., information on the volume of each
category of produce sold, the price at which it was sold, the cost
of delivery to the buyer (broken down by element, e.g., packaging,
transport, etc.) and the name, address, telephone number, and fax
number of each participating producer cooperative or supplier and
each participating buyer.

(b) a description of constraints encountered in facilitating
sales arrangements between suppliers and buyers, and in delivering
produce to the buyers; strengths and weaknesses observed in the
collection, packaging, and transport of produce; and the sxperience
in satisfying Israell export and country-of-import rogulations.

(c) an analysis of what the most viable produce exports are for
Gaza and for the West Bank, and where the most receptive/profitable
markets exist.

(d) recommendations as to actions AID can take to strengthen
Palestinian marketing capabilities such as addressing input
requirements, improving credit mechanisms, etc.

Like the first report, each of the three subsequent reports will
also indicate accrued expenditures, broken down in the categories
of staff salaries, consultant salaries, staff travel, consultant
travel, equipment, overhead, and other miscellaneous costs (with
other miscellaneous costs to be identified in a separate line item
any time a specific cost in the category exceeds $10,000). The
expenditure reports will be submitted to both NE/ME and NE/DP/FB
(Near East Bureau/ Office of Development Planning/ Division for

Finance and Budget).

Activities under the grant will be monitored by AID staff as AID
deems appropriate. Kramer Associates Inc. will cooperate with AID
in an evaluation of the effectiveness and impact of the activity at

the end of the grant period.

The grantee will covenznt that, at any time it concludes that it
cannot meet the grant objective of helping to increase the export
of produce from Gaza and the West Bank, it will immediately advise
A.I.D. of the reasons as to why the objectives cannst be met and of
its plan to demobilize, including orderly termination of the

agreement.



ANNEX 2

INTERVIEW QUESTIONNAIRE
FOR GROWERS AND EXPORTERS
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INTERVIEW QUESTIONNAIRES FOR GROWERS AND EXPORTERS

Name and address of grower/cooperative:

1.

Have you been assisted by KAI to export fruits or vegetables during the past year?

Yes No

1.a  If yes, please describe how the contact with KAI was made, the nature of their
assistance to you, and the quantity of produce, price paid to you (if applicable)
and the final destination of the exports, etc.

1.b  If you answered yes to question 1, please describe what measures you undertook
to ensure quality control of the produce and whether you received assistance from
KAI in this area for you export shipment.

l.c If you answered yes to question 1, in your export with KAI who did the
packaging, who arranged transportation?

1.d  In your export with KAI, did KAI (or his representatives) assist you to satisfy
GOI export regulal’ons and procedures?

What are the perceived benefits of exporting through KAI?

Are there any particular problems?




3.

5.

What are the general constraints to exporting fresh produce?

Is credit a constraint to exporting? Was bridge financing necessary in your export
through KAI?

Have you exported produce directly (without an intermediary) in the past without
KAI?

Yes No

If yes, please describe the quantity, number of shipments, mode of payment, problems,
etc.

Have you exported through another intermediary or broker in the past?
Yes No,

If yes, please describe the quantity, number of shipments, mode of payment, problems,
etc.

If you answered yes to question 5 or 6, what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources? ‘

Would you be interested in exporting through KAI in the future?

Yes No,




Would you be willing to pay a brokerage fee If you export through an intermediary
in the future?
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INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 1

Date: December 2, 1993

Name and address of grower/cooperative:
Ahmed Mamoud Saleh Fouquaha (grape farmer)
Fara, West Bank

Tel: 972-9-674-656

1. Have you been assisted by KAI to export fruits or vegetables during the past year?

1.2

1.b

Yes

If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Mr. Fouquaha was approached by the Agricultural Department of Jericho to try
exporting grapes through KAI.

A total of 16 tons of grapes was shipped to importer in UK. The farmer
received three payments:

NIS 25,000 in Sept 93

NIS 25,000 in early October

US$4,017 in mid-October

The evaluation team later learned from the Grantee that the two shekel payments
came from the Israeli Government while the dollar payment came from the
Grantee, presumably from the proceeds ¢ © the sale.

If you answered yes to question 1, piease describe what measures you
undertook to ensure quality control of the pr<-luce and whether you received
assistance from KAI in this area for you export shipment.

Mr. Fouquaha was visited by Giora J. Teltsch (of KAI) who informed Mr.
Fouquaha of the specifications of grapes, and picking and packing techniques to
meet the requirements of the market. Mr. Teltsch also specified color
requirements and degree of ripeness. Mr. Fouquaha said picking and packing was
not supervised by KAI, but according to the Grantee a specialist named Nawaf
El Khadir was hired by KAI for several days specifically to provie supervision
and assistance in the process.
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2.

3.

1. In your export with KAI who did the packaging, who arranged
transportation?

Packing boxes were provided by Mr. Giora Teltsch, but the transportation costs
of the empty boxes to the farm was paid by Mr. Fouquaha. Packing was done
on Mr. Fouquaha’s farm,

Internal and external transportation was arranged by KAI and Mr. Briegheeth of
the Agricultural Department of Jericho.

The packing boxes and transportation costs were paid by the importer.

1.d Inyour export with KAI, did KAI (or his representatives) assist you to satisfy
GOI export regulations and procedures?

All necessary paper work was done by the Agricultural Dept. of Jericho and KAI
agent. The farmer was not involved in preparing documentation.
What are the perceived benefits of exporting through KAI?
Are there any particular problems?
Mr. Fouquaha was not satisfied with the price he was paid for the grapes. According
to Mr. Fouquahz, the same amount of grapes sold by a nearby Israeli settlement at that
time fetched $32,000.

According to Mr. Briegheeth of the Jericho Agricultural Coop, the payment was low
because the grapes were shipped in 11 separate shipments, the small size of which

~ significantly raised the unit cost of shipping the grapes. Mr. Briegheeth said he does not

know the source of payment to Mr. Fouquaha (KAI or importer, etc.) According to Mr.
Briegheeth, the small shipments were the result of the slow picking and packing process
in Mr. Fouquaha’s farm.

Subsequent to this interview, Mr. Leo Kramer and Mr, Teltsch

clarified that the two payments in shekels came from an Israeli government export
assistance fund (Grant funding) administered by the Agricultural Department in West
Bank. The dollar payment was paid by Leo Kramer.

What are the general constraints to exporting fresh produce?

Security costs (which include filing proper papers, transport using Israeli trucks, security
check, etc.). Security requirements often caused delays which significantly affect the
quality of fresh produce when they arrive in the market. He doesn’t have problems with
credit because he has other property that he can collateralize.



s.

6.

7.

9.

Is credit a constraint to exporters? In your export through KAI was bridge
financing used?

Credit has not been a problem in this case. But farmer wanted f.0.b. prices to be
guaranteed in advance or at the time of delivery.

Have you exported produce directly (without an intermediary) in the past without
KAI?

Mr. Fouquaha has not exported grapes in the past except to Jordan, where he has directly
sold the wholesale market. He has exported squash and oranges through AGREXCO in
the past. He said most other export agents seemed ineffective.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

Mr. Fouquaha has received JD 0.5 per kilo when he sold to grapes to Jordan.

Have you exported through an intermediary or broker in the past?
No, because no one seemed effective in facilitating export.
If yes please describe the quantity, number of shipments, mode of payment,

problems, etc.

If you answered yes to question 5 or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

AGREXCO pays pre-export prices to farmers -- prices are agreed before exporting.

Would you be interested in exporting through KAI in the future?

Yes, if the price issue of the previous shipment was resolved, and if he is guaranteed a
*fair" price for his grapes next time.

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?

Mr. Fouquaha doesn’t mind paying a commission if a good price and payment is
guaranteed. Timing of payment, whether it is immediate, 30 or 60 days is not important
compared to the certainty of payment and the price.
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INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 2

Date: December 2, 1993

Name and address of grower/cooperative:

Kalid Moustaga Abed Al-Razeek and Osama Abed Al-Razeek (melon farmers)
Fara, West Bank

Tel: 972-9-674-639

1. Have you been assisted by KAI to export fruits or vegetables during the past year?

1.a

Yes, in June 1993.

If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Messrs. Al-Razeek were approached by the Agricultural Department of Jericho
toc export trial shipments of melons through KAI. They have never met Leo
Kramer, only the KAI employee (possibly Mr, Teltsch of Haifa). KAI made all
the arrangements for exporting. The producer has no direct contact with the
buyer.

A first shipment of 4 ton 300 kg was exported to UK. The growers (Al- Razeek
brothers) were paid NIS 7,200 30 days after shipment. A second export of 4 tons
was made at the end of June to the UK. The payment for the second export to
the growers was $1985 (The evaluation team subsequently learned from Leo
Kramer and Mr. Teltsch that the first payment came from the Israeli government
export assistance fund (Grant funding) administered by the Agricultural
Department in West Bank. The team also learned from the same sources that the
third payment in US$ was made by KAI (presumably from proceeds from export
sale net of transport costs). !

! The Grantee informed the evaluation team that the melons were shipped in three shipments instead of two.
According to the September 1993 technical report submitted by the Grantee, the total volume of the three melon
shipments was 7.8 tons instead of the the 8.3 tons reported by the farmer.



1b

l.c

l.d

If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment,

A KAI employee assisted in specifying size, quality, selection, picking and
packing to fit market requirements. The farmer said he did not receive other
direct technical assistance from KAI? Farmer was familiar with exporting
through AGREXCO and thus had a good idea of the quality control, packaging
requirements needed for exporting.®

In your export with KAI who did the packaging, who arranged
transportation?

Packaging was done on the farm, and internal and external transportation was
arranged by KAI

In your exporting with KAI, did KAI (or his representatives) assist you to
satisfy GOI export regulations and procedures?

The necessary export documentation was arranged by the Agricultural Department
of Jericho and by KAIL The farmer was not involved in the process of
documentation preparation.

What are the perceived benefits of exporting through KAI?

Farmer received a price better than the AGREXCO price (about 50 percent), and was
pleased.

Are there any particular problems?

The truck loaded with the produce was stopped at the checkpoint and denied entry by
Israeli authorities. The truck was allowed to enter Israel to reach the port after a few
(4) hours of intervention by the Agricultural Department of Jericho. The truck used was
Palestinian,

What are the general constraints to exporting fresh produce?

Problems are mainly related to security.

2

According to the Grantee, Adel Briegheeth, Nawaf Khadir and Mr. Mohamad Mshmoud (a technical
expert) were present on several occasions to provide assistance in picking and packing.

The Gruntee claimed that the melon farmer has never exported through AGREXCO.



4.

5.

Is credit a constraint to exporters? In your export through KAI was bridge
financing used?

Farmer has access to credit. He can borrow against other assets, thus export financing
is not a constraint. The only constraint is the lack of price and payment guarantee by
buyers. The farmer does not know whether bridge financing has been used.

Have you exported produce directly (without an Intermediary) in the past without
KAI ?

Farmer has sold to Jordan directly before, According to the interviewee, he has rever
exported through AGREXCO in the past (Note: evaluation team observed that this

answer is not consistent with answer 1.c above and can postulate why this question was
answered this way.)

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

Have you exported through an intermediary or broker in the past?

No.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

If yon answered yes to question § or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

Produce to Jordan were mainly sold at auction in the wholesale market. The agent
received 6% commission immediately. The Municipality received 2%

Prices from auctioning in the wholesale market might be low. Prices fetched: NIS
700/ton. The price paid by KAI was better.
Would you be interested in exporting through KAI in the future?

Yes. The farmer has let the Department of Agriculture know his interest to be contacted
again for exporting.
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Would you be wliling to pay a brokerage fee if you export through an Intermediary
In the future?

As long as payment is guaranteed, farmer is willing to pay a commission to the agent in
the future.



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 3

Date: December 4, 1993

Mame and address of grower/cooperative:
Beit Lahia Cooperative, Gaza

Rezik Abu Halima, Chairman

Saad Tarazi, Director

Ayesh Ileyyan

, Zaher Tantech, Ahmed Khalil Al Zaanceen, Beit Hanoun

Tel: 972-7-821-535
Fax: 972-7-821-535

1. Have you been assisted by KAI to export fruits or vegetables during the past year?

l.a

1.b

Yes

If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

KAI first made contact with Beit Lahia over two years ago. Over the past two
years, KAI has as+'sted Beit Lahia in sending small quantities (samples) of
strawberries, eggplants, grapes and melons to new markets, especially in the EC.

Over the last season (92-93), KAI facilitated a shipment of two tons of
strawberries to UK. Beit Lahia was paid $7,500 for the two tons, which included
the cost of $0.50 per carton. KAI's assistance came mainly in the form of
finding a new market, but also in facilitating quicker movement of products
through checkpoints and airports (security checks).

If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment.

Beit Lahia has been exporting over 70,000 tons per year of produce through
AGREXCO and is familiar with all the quality control, picking and packing
requirements for export. KAI assistance was not needed in this area.
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2.

3.

l.c In your export with KAI who did the packaging, who arranged
transportation?

Freight forwarding was facilitated by Giora Teltsch, a KAI representative based
in Haifa,

1.d. In your export with KAl, did KAI (or his representative) assist you to satisfy
. GOI regulations and procedures?

The necessary documents, permits, certificates of origins, were prepared by Beit
Lahia without assistance from KAI.

What are the perceived benefits of exporting through KAI?

KAI seemed to have good connections with GOI and thus can facilitate movement of
produce across the border and through the port. KAI also seemed to have good
connections with buyers and importers and thus may find new markets for produce from
Beit Lahia,

Are there any particular problems?
In the new shipments that are being discussed -- in two separate contracts between KAI

and Beit Lahia, one for tomatoes (2,500 tons) one for strawberries (250 tons) financial
guarantees are an issue according to cooperative representatives (see question #4).

What are the general constraints to exporting fresh produce?

Constraints are mainly security related. Another problem in exporting to the EC is the
lack of market contacts in the EC to verify prices, delivery, sale, etc. Sale by
consignment does not provide enough financial assurance to the growers.

Is credit a constraint to exporters? Was bridge financing necessary in your export
with KAI?

For the shipment of two tons of strawberries, KAI opened a letter of credit at Bank
Leumi (local Israeli commercial bank) for $7,500.4 Payment was received by Beit Lahia
as soon as the shipping documents (bill of landing) were received by the bank.

4

The Grantee later clarified with the evalusition team that the LC was pursued, negotiated, and arranged but

not opened by KAI



6.

7.

For the two current contract orders, Beit Lahia has asked for an advance of $20,000,
which to the date of the interview has not been provided by KAI, Beit Lahia is awaiting
the advance money before the growers will start picking. *

Have you exported produce directly (without an Intermediary) in the past without
KAI?

Yes, Beit Lahia has exported directly to EC between 198 since 1989.

If yes please describe the quantity, number of shipments, mode of payment, problems,
etc.

For the season 1989-90, 34 tons of tomatoes and 5 tons strawberries were directly
exported to EC. For the season 1990-91, 76 tons of tomatoes and 7 tons of strawberries
were exported to EC. Most of the direct export shipments resulted in financial losses to
Beit Lahia. The majority of the export shipments were made on a consignment basis.
The cooperative feels that it has been cheated in the past by importers who reduced or
refused payment based on claims of spoiled goods delivered.

Have you exported through an intermediary or broker in the past?
Yes, currently mainly through AGREXCO.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc,

For strawberries, AGREXCO announces weekly prices during the growing season and
pays that price to growers or cooperatives within 10 days of delivery. At the end of the
season, if final sales prices are favorable, AGREXCO offers an additional rebate to
growers. For tomatoes, AGREXCO has a quota of 300 tons of purchases per season
from Gaza. For the purchases of tomatoes, a fixed price is offered to growers, but
unlike strawberries no rebate is provided at the end of the season.

If you answered yes to question § or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

AGREXCO offers guaranteed prices to growers, whereas KAI is more hesitant to
guarantee prices.

The Grantee subsequently informed the evaluation team that a check was brought to Beit Lahia on

November 15 1993, and was informed by the Cooperative that an advance is no longer necessary.

ot



Would you be interested in exporting through KAI in the future?

Yes, if pricea are guaranteed.

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?

Yes, if price and payment is guaranteed.

e X



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 4

Date: December §, 1593

Name and address of grower/ccoperative:
Dier El-Balah Cooperative

Gaza

Kamal Al-Azaiza, Had of Board f Directors
Tel: 972-7-831-154

1. Have you been assisted by KAI to export fruits or vcgetables during the past year?

1l.a

L.b

l.c

Yes

If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Dier El-Balah was approached by KAI directly, Over the past year, KAI has
assisted Dier El-Balah in shipping 12 shipments of samples to the EC, and
facilitated two shipments of tomatoes ‘which totalled 25.5 tons to UK. A bridge
financing payment of $30,000 was made available by Terry Lacey of Cooperation
for Development International (CD) to Dier Balah Cooperative to as pre-export
finance. After the buyer was identified by KAI. Dier El-Balah received payment
of $25,500 for the shipment after the produce was sold in the UK. The
difference of $4,500 was paid back to Mr. Kramer. (See question #4).

If you answered yes to question 1, please describe what measures you
undertook to eusure quality control of the produce and whether you receiver
assistance from KAI in this area for you export shipment.

Dier El-Balah has exported through AGREXCO and is thus familiar with the
quality requirements for export. Dier El-Balah did not need assistance from KAI
in this area.

If you answered yes to question 1, in your export with KAI who did the
packaging, who arranged transportation?

Packaging was done by Dier El-Balah. Transportation was arranged with KAI
assistance.
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3.

5.

1.d Inyour export with KAl did KAI (or his representatives) assist you to satisty
GOI export regulations and procedures?

Dier El-Balah was familiar with GOI export regulations and procedures from
previous export experience with AGREXCO. KAI was helpful to facilitate and
expedite the process whenever his assistance was requested by Dier El-Balah.

‘What are the percelved benefits of exportiag through KAI?
KAI found new buyer for Dier El-Balah’s produce.

Are there any particular problems?

No.

What are the general coustraints to exporting fresh produce?

The main constraint is the lack of new/alternative markets for fresh produce.

Is credit a constraini tc exporting? Was bridge financing necessary in your export
through KAI?

Dier El-Balah asked to receive up-front payment, KAI arranged financing from the EC-
financed Cooperation for Development International (CD) in the amount of $30,000.
Financing was available under CD’s export credit program which provides short-term
financing for export shipment and packaging. KAI acted as guarantor to the loan.
(Note: the evaluation team learned from CD that the CD loan has not been repaid as of
the date of the interview).

Have you exported produce directly (without an intermediary) in the past without
KAI?

Yes.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

From 1989 to 1993, the coop exported about 800 tons directly to Europe. The prodicts
exported included chilies, eggplants and tomatoes. Overall, the coop lost $85,000 on the
shipments due to security-related delays, possible product tampering in route and low
prices received through consignment sales.



6.

7.

9.

The first season sales were mainly consignment sales, facilitated by an agent who
received commission for transferring produce and payments. In later sales, cash payment
was provided to the farmers upon their delivery of produce. Coop took risks and
underwrote losses from those sales. The Israeli insurance company which insured those
transactions went bankrupt and failed to pay Dier Balah.

Have you exported through an intermediary or broker in the past?

Yes, through AGREXCO.

If yes, please describe the quantity, number of shipments, mode of payment,
problems, etc.

The majority of Dier El-Balah’s sales are through AGREXCO. Under these sales Dier
El-Balah undertakes the grading, sorting, and packing for AGREXCO and is paid a pre-

export guaranteed price. Dier El-Balah is paid by AGREXCO within 10 days of
delivery. AGREXCO then handles export arrangement and sale in Europe.

I you answered yes to question S or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

No major difference except that AGREXCO is a big buyer which is always in the
market.

Would you be interested in exporting through KAI in the future?

Yes

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?

Yes



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: §
Dates December 5, 1993

Name and address of grower/cooperative:
Citrus Packing Co. Ltd.

Airport Street, Gaza

Tel: 972-7-822-764

Fax: 972-7-822-453

Ibrahim Mughrabi

1.  Have you been assisted by KAI to export fruits or vegetables during the past year?
No

1l.a If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Export possibilities have been discussed with KAI for about two years. However,
no sale has resulted thus far because guaranteed sale at guaranteed prices could
not be arranged.

1.b If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment.

1.c If you answered yes to question 1, in your export with KAI who did the
packaging, who arranged transportation?

1.4 In your export with KAI, did KAI (or his representatives) assist you to satisfy
GOI export regulations and procedures?
2. What are the perceived benefits of exporting through KAI?

Exporting through KAI would be beneficial if KAI can find EC buyers and obtain
guaranteed prices or provide bank guarantee for sales.

Are there any particular problems?



3.

4.

5.

6.

What are the general constraints to exporting fresh produce?

Lack of payment guarantee from EC buyers. Mr. Mughrabi feels he has been cheated
by EC importers in the past and lost money.

Is credit a constraint to exporting? Was bridge financing necessary in your export
through KAI?

Not a constraint. Letters of credit were usually opened by importers. In Mughrabi’s
previous exporting experience to the EC, there was no problem in obtaining letters of
credit,

Have you exported produce directly (without an intermediary) in the past without
KAI ?

Yes

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

In 1987, 10-11,000 tons of citrus were shipped.
In 1988, 6-7,000 tons of citrus were shipped.
In 1989, 4-5,000 tons were shipped.

Shipments were mainly sent to Holland, For those shipments, letters of credit were
generally opened by the buyer. Both f.0.b. and c.i.f. prices were used depending on
who arranged and paid for freight, The main problem of selling to the EC was the
consignment sales arrangements that give the seller no control over the final price and
no means of verification.

In recent years, Mr. Mughrabi exported mainly to Jordan due to the low prices in EC;
those produce were often re-exported to Gulf countries by Jordan buyers.

Have you exported through an intermediary or broker in the past?

No. Mughrabi has always exported directly.

IT yes please describe the quantity, number of shipments, mode of payment,
problems, etc. '

/\)
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9.

If you answered yes to question 5 or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

Would you be interested in exporting through KAI in the future?

Yes, if KAI could arrange guaranteed prices and payment.

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?

Yes

-t



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 6

Date: December 4, 1993

Name and address of grower/cooperative;
Ahmed Abu El-Naja

Ahmed Abu El-Naja Export Import, Gaza
Tel: 972-7-851-705

Fax: 972-7-851-705

1.

2.

Have you been assisted by KAI to export fruits or vegetables during the past year?

l.a

Lb

1.c

1d

No

If yes, please describe how the contact with KAI was made, the nature of
thelr assistance te you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Although they still have not finalized any export orders, El-Naja was contacted
by KAI from Washington. El-Naja met Leo Kramer at the produce export
convention hel¢ in Washington in November 1993.

If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment.

If you answered yes to question 1, in your export with KAI who did the
packaging, who arranged transportation?

In your export with KAI, did KAI (or his representatives) assist you to satisfy
GOI regulations and procedures?

What are the perceived benefits of exporting through KAI?

If KAI can obtain better prices than El-Naja. Otherwise, there is not much benefit
exporting through KAI

Are there any particular problems?

According to the Grantee, he met Mr. El ""ja ... Tel Aviv and not in Washington.
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4.

s

6.

7.

What are the general constraints to exporting fresh produce?
Cost factors. Difficulties in making contacts with external market,

Is credit a constraint to exporting? Was bridge financing necessary in your export
through KAI?

Have you exported produce directly (without an intermediary) in the past without
KAI?

Yes

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

El-Naja is currently shipping 4 tons of tomatoes a day to the U.S, 24 tons have been
sent in the current season by the date of the interview. El-Naja has shipped up tw 20,000
tons of citrus in a season in previous years. In these cases, letters of credit were usuall)
opened by the importer to cover producers’ costs, A price range is usually agred i
advance, Final payment is by consignment, but Al-Naja has a good idea of the rinal
price. If payment is not received in 21 days, El-Naja can receive payment using the
letters of credit opened.

Have you exported through an intermediary or broker in the past?

Yes through Israeli partners or brokers.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

Agents or middlemen must take commission, théeby reducing profits to El-Naja. El-
Naja usually prefers to export directly. In the past when El-Naja exported with a
partner, profit was split 50-50 after El-Naja received the first $30 per ton after cost.

¥ you answered yes to question 4 or § what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources? '

A
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Would you be Interested In exporting through KAI in the future?
Skeptical, unless KAI agreed to splitting profit 50-50 instead of only paying El-Naja a

percentage above costs. [El-Naja feels he can export directly without assistance or
middleman,

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?

Urlikely., Brokerage fee reduces profit,



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview Number: 7

Date: December 5, 1993

Name and address of grower/cooperative:
Adley Shurrab

Shurrab Industrial & Trading Co., Gaza
Tel: 972-7-864-140

Fax: 972-7-822-895

1. Have you been assisted by KAI to export fruits or vegetables during the past year?

l.a

1.b

1.c

1d

No.

If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

Shurrab was contacted directly by Leo Kramer. No export has resulted thus far
because the terms of the sale and price discussed with KAI would not be
profitable for Shurrab, since KAI offered the same prices that Shurrab could
obtain directly without KAI,

If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment.

I you answered yes to question 1, in your export with KAI who did the
packaging, who arranged transportation?

In your export with KAI, did KAI (or his representatives) assist you to satisfy
GOI regulations and procedures?

2, What are the perceived benefits of exporting through KAI?

Not much, unless KAI can offer better prices that Shurrab could obtain elsewhere.

go’t.
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o,

5

6.

Are there any particular problems?
Terms and conditions offered by Kramer were not favorable enough.

What are the general constraints to exporting fresh produce?

Fresh produce may spoil if there are delays in transport. Such delays are ofien related
to security checks at the ports.

Is credit a constraint to exporting? Was bridge financing necessary in your export
through KAI?

Shurrab could not get letters of credit at favorable terms from EC buyers in recent years,
therefore they have stopped exporting to the EC.

Have you exported produce directly (without an intermediary) in the past without
KAI ?

Yes.

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

In the season 1991-92, Shurrab has exported 13,000 tons of citrus to the EC, sometimes
directly via Israel, sometimes through middlemen. The commission charges by
middlemen in EC was extremely high. Payment was by consignment. Shurrab stopped
shipping to the EC after 1992 because citrus prices there have declined.

In recent years, citrus was mostly shipped to Jordan, Shurrab works with an agent in
Jordan who took possession of the produce, store them in refrigerated containers, and sell
when prices are favorable. Citrus is sold in the auction market. Payment is immediate.
The sales agents charge 4 percent as commission.

Have you exported through an intermediary or broker in the past?

Yes

If yes please describe the quantity, number of shipments, mode of payment,
problems, etc.

See #5.



7.

If you snswered yes to question S or 6 what are the differences in the mode of
operation, procedures, and benefits to you between exporting through KAI and
other sources?

Would you be interested in exporting through KAI in the future?

Not if prices offered are low and prices and payment are not guaranteed.

Would you be willing to pay a brokerage fee if you export through an intermediary
ju the future?

Same as above.

4V



INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Intexview Numbert 8
Date: December 22, 1993

Name and address of grower/cooperative;
Kader and Imad Al Namarl, Jericho
Tei: 02922260

1.  Have you been assisted by KAI to export fruits or vegetables during the past year?

Yes. In December of 1993 Mr, Al Namari will send his first shipment of two tons of
eggplants to Europe through KAl

1.8 If yes, please describe how the contact with KAI was made, the nature of
their assistance to you, and the quantity of produce, price paid to you (if
applicable) and the final destination of the exports, etc.

sdv. »] Namari was assisted through an agriculture agent from the Jericho office who not
= employee of the department but was in contact with KAI.

1.b If you answered yes to question 1, please describe what measures you
undertook to ensure quality control of the produce and whether you received
assistance from KAI in this area for you export shipment.

He received assistance in quality control and export backing from the agriculture
department in Jezicho.

1. If you answered yes to cuestion 1, in your export with KAI who did the
packaging, who arranged transportation?

Mr. Al Namari arranged packing and transportation on his own under the
supervision of the agricultural sgent.*

7T The Gruntee claimed that by the time of tho interview, 12 tons of eggplants have been shipped by the
farme~ However, the evaluation team was not informed by the farmer of those shipments or of KAI involvement
in thi.c trensactions other than the two ton shipment reported above,

®  The Grantee informed the evaluation team XAI has worked with Mr. Namari on packaging and
trmsportation arragements.
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s.

1.d Inyour export with KAI, did KAI (or his representatives) assist you to satisfy
O! export regulations and procedures?

What are the perceived beunefits of exporting through KAI?

Mr. A} Namari has exported for several years through Jericho Cooperative and

AGREXCO, so he does have previous experience with this work. He has had no

problerms thus far.

Are there any particular problems?

What are the general consiraints to exporting fresh produce?

None reported.

Is credit a constraint to exporting? Was bridge financing necessary in your export
through KAI?

No.

Have you exported produce directly (without an intermediary) in the past without
KAI?

Yes.

If yes, please describe the quantity, number of shipments, mode of payment,
problems, etc.

Mr. Al Namari exported four tons in four shipments and was paid at the end of the
season for the entire quantity.

Have you exported through another intermediary or broker in the past?

No.

If yes, please describe the quantity, number of shipments, mode of payment,
problems, etc.

b



If you answered yes to question § or 6, what are the differences in the mode of
operation, procedures, and henefits to you between exporting through KAI and
other sources?

Until now Mr. Al Namari has not evaluated the benefits of working through KAI

Would you be interested in exporting through KAI in the future?
Yes.

Would you be willing to pay a brokerage fee if you export through an intermediary
in the future?
Yes.

5
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INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE

FROM GAZA AND WEST BANK
Interview Number:
Date:
Name and Address of Buyer:

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

1l.a  Who are the points of contact at KAI?

Was the shipment considered a sample shipment, trial shipment, or commercial
shipment?

What is the volume of produce received, date of shipment, and terms of the sale?

3.a Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guarantee?

3.b Which is the most common terms of sale for this product for your company?

3.c (If the most common terms of sale is consignment) Under what conditions do
you agree to pre-export price agreements or minimum price guarantees?




S.

9.

3.d Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

For the produce imported from West Bank/Gaza through KAI, who arranged and
paid for overseas freight and cartons? Can you recall what was the freight costs
from Israel to your warehouse (shipping costs and local transport)?

Were there any problems with the shipment received from West Bank and Gaza?

Was this transaction any different from your usual practices?

Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?

If yes, do you have any plans to buy from these sources in the current season?

From what other regions do you import the same produce as the ones imported from
West Bank and Gaza?

How would you compare West Bank/Gaza produce from those received from other
regions (in terms of price, quality, and delivery)

2
A2



10.

What was KAI’s rcie in the transaction? Was it typical of the role a broker would
play in such transaction? Is the role that KAI played necessary for future
transactions?

4\
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INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 1

Date: December 13, 1993

Name and Address of Buyer:
Gerard Costa

Briess & Co. Ltd.

New Covent Garden

London, UK

Tel: 44-71-498-3944

Fax: 44-71-498-8003

1.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Yes
1.a  Who are the points of contact at KAI?

Leo and Anita Kramer, Donald (Mr. Costa was unable to remember surname)
Was the shipment considered a sample shipment, trial shipment, or commercial
shipmeunt?

Trial sample to test out the capability of the new supplier

What is the volume of produce received, date of shipment, and terms of the sale?

Two tons of strawberries, received in March 1993, sold for L11-12 per carton in the
wholesale market, comparable to prices AGREXCO received at that time

3.a Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guarantee?

Consignment sale
3.b  Which is the most common terms of sale for this product for your company?

Consignment sale. (The importer later revealed that 70-80% of his current
strawterry sale is actually done by fixed prices.)

AV
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6.

3.c (I the most common {erms of sale is consignment) Under what conditions do
you agree to pre-export price agreerae”i{s or minimum price guacantees?

Minimum price guarantees and pre-export price agreements are used when Briess
has established a long-standing relationship with the supplier, and when retailers
such as supermarkets have confidence in the reliability of the supplier.
Supermarkets often offer fixed price for fixed quantities to be delivered. Prices
are fixed for a week, usually negotiated between suppliers and buyers, sometimes
facilitated by the importer.

3.d Do yow usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to? .

It is no longer a standard practice in UK to open letters of credit for producers
in the import of perishable produce. The risks of providing LCs or bank

~ guarantees are often considered too high for the importers, who have no idea of
the quality of the produce until they are delivered. Mr. Costa said that if LCs
were 10 be open, the terms would have to be extremely specific in terms of the
risks and liabilities on the parties.

For the produce imported from West Bank/Gaza through KAI, who arranged and
paid for overseas freight and cartons? Can you recall what was the freight costs
from Israel to your warehouse (shipping costs and local transpert)?

The airfreight, local transport and carton costs were paid by Briess. Freight cost was
about $2,025. In addition, there were storage costs, inland freight, duties, airline
handling charges etc. The price for the produce, minus cost and commission from Briess
was paid to the producers.

Were there any problems with the shipment received from West Bank and Gaza?

The quality was fine. The only problem was the reliability of Gaza as a constant source
of strawberries. Strawberry imports were originally talked about for Dec. when demand
and prices were high. Due to various problems strawberries were not shipped until
March when prices had dropped. Thus Gaza has not proven to the importer as a reliable
source of supply of strawberries. Briess will need one whole season to test the reliability

of the supplier.

Was this tramsaction any different from your usual practices?

Standard practice in working with new suppliers.

2\
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10.

Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?

Yes, Briess is intevested in importing strawberries immediately in December 1993, not
waiting until March again.

If yes, do yo= have any plans to buy from these sources in the current season?

Yes. Negotiations are on-going. Briess is extremely interested in importing for the
current season, especially before the end of December. However, Briess is not willing
to offer the supplier a fixed price guzrantee or open LC for shipments in the current
season.

From what cther regions do you import the same produce as the ones imported from
West Bank and Gaza?

Australia, Egypt, France, Holland, Israel, Kenya, Mexico, United States.

How would you compare West Bank/Gaza produce from those received from other
regions (in terms of price, quality, and delivery)

The quality was as good as AGREXCO strawberries. The two tons shipped fetched
prices as high as Israeli strawberries at the time. Delivery, however, has not proven to
be reliable yet.

What was KAD’s role in the transaction? Was it typical of the role a broker would
play in such tramsaction? Is the role that KAI played necessary for future
transactions?

KAT’s role is typical of a broker. However, Briess doesn’t usually use a broker. While
Briess usually works directly with producers, Mr. Costa believes that KAI is playing an
important role in facilitating direct export of strawberries from Gaza since the producers
may not be experienced enough to deal directly with the importers yet.



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 2

Date: December 13, 1993

Name and Address of Buyer:
Tony Butler, Managing Director
Paskalis Imports Ltd.

New Covent Garden

London, United Kingdom

Tel: 44-71-978-2611

Fax: 44-71-978-2618

1.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Yes, Paskalis have received grapes, melons, and tomatoes from West Bank/Gaza through
KAI

1.a  Who are the points of contact at KAI?

Leo and Anita Kramer
Was the shipment considered a sample shipment, trial shipment, or commercial
shipment?
The shipments were considered trial shipments to test out the market acceptance of
produce from a new source of supply, and the reliability of delivery.
What is the volume of produce received, date of shipment, und terms of the sale?

About 24 tons of tomatoes were received in March - April 1993; 15 tons of grapes were
received in July 1993. About 8 tons of melons were also received in July 1993,

3.a Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guarantee?

Consignment sale.

k-
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3.b  Which is the most common terms of sale for this product for your company?
Consignment sale, following the practice of AGREXCO.,

3.c (If the most common verms of sale is consignment) Under what conditions do
you agree to pre-export price agreements or minimum price guarantees?

If fixed price and quantities were received from the buyers such as supermarket
chains, then fixed prices will be offered to the suppliers. However, prices are
usually fixed only verbally, not by a legal contract. Mr. Butler revealed that in
his company, about 10 percent of the tomatoes sales and 70 percent of the grape
sales are based on fixed prices.

In further discussion, Mr. Butler revealed that he may be willing to guarantee a
price up to about 50 percent of the current price level, because the risk of not
being able to sell produce at half the market price is small.

3.d Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

LCs were common until about five years ago. Sales are mostly by consignment
at the moment. Most banks are not willing to open LCs for perishable produce.
If LCs are opened, importers will want to retain the right to reject the produce
upon arrival in case the produce spoil in route or the quality is sub-standard.

For the produce imported from West Bank/Gaza through KAI, who arranged and
paid for overseas freight and cartons? Can you recall what was the freight costs
from Israel to your warehouse (shipping costs and local transport)?

Paskalis paid for freight and the cartons for the grape shipment. Paskalis have not paid
for the freight for the tomatoes yet. Airfreight and transportation were arranged by KA

Were there any problems with the shipment received from West Bank and Gaza?

The quality of the produce received from West Bank/Gaza was fine. The grapes fetched

very high prices due to market shortage at that time. The tomatoes were very well

received. The taste was very good, and they were considered a novelty by the buyers

when they first arrived and fetched prices about 20 percent higher than thcse received

from the Canary Islands. However, the quantity shortfalls in many of the tomato

shipments have showed the importers that Gazan suppliers cannot be relied on to deliver
* a specific quantity.

e
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10.

Was this transaction any different from your usual practices?

No.

Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?

Yes. Mr. Butler believed that several importers in the U.K. are interested in acting as
alternative channels for West Bank/Gaza produce since AGREXCO now has a monopoly
on produce from the territories and is a very powerful player in the market. AGREXCO
has the power to fix prices with supermarket chains, and has in the past reduced prices
(predatory pricing) when its monopoly position is threatened.

If yes, do you have any plans to buy from these sources in the current season?
Negotiations are on-going for the delivery of tomatoes, aubergines, and grapes. Paskali
is only willing to pay on a consignment basis for the current season.

From what other regions do you import the same produce as the ones imnorted from
West Bank and Gaza?

Paskalis currently mainly import tomatoes from Spain, grapes from Greece, Mexico, and
Chile, and strawberries from Colombia.

How would you compare West Bank/Gaza produce from those received from other
regions (in terms of price, quality, and delivery)

Quality is very good, comparable to other supplies. Delivery, however, has proven to
be less than reliable.

What was KAI’s role in the transaction? Was it typical of the role a broker would
play in such transaction? Is the role that KAI played mnecessary for future
transactions?

Typical of a broker. Mr.Butler believes that KAI's role will be important until the
producers in West Bank/Gaza are organized enough to export directly.



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 3

Date: December 15, 1993

Name and Address of Buyer:
Uwe-Jens Lomnsen
Pepino Frugt Skandinavien A/S

Copenhag

en, Denmark

Tel: 45-31-17-33-55
Fax: 45-31-17-49-15

2.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Yes, received about two tons of tomatoes
1.a  Who are the points of contact at KAI?
Leo and Anita Kramer, Angelica Olson (KAI-London)
Was the shipment considered a sample shipment, trial shipment, or commercial
shipment?

Trial shipment

What is the volume of produce received, date of shipment, and terms of the sale?

Pepino received about two tons of tomatoes from Gaza in the last season. The sale
resulted in a loss for Pepino because the produce arrived overripe. The proceeds from
the sale of the produce was not sufficient to cover the shipping and handling costs.
Pepino did not take its usual 8 percent commission in this transaction. Mr. Lornsen does
not know whether the problem was the lack of quality control during picking and sorting
or transportation delays.

3.a Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guarantee?

It was a consignment sale.

ho



5.

7.

3.b Which is the most common terms of sale for this product for your company?

Consignment sale.

3.c (If the most common terms of sale is consignment) Under what conditions do
you agree to pre-export price agreements or minimum price guarantees?

Pepino never enters into minimum price contracts with producers. However,
producers that have established long-standing relationships with the Pepino and
buyers usually have a good idea of the price range of the produce.

3.d Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

Pepino never provides LCs. However, Pepino will provide bank guarantee that

it will fulfil its obligations to sell the produce and pay the producer/export the
proceeds less the costs (transportation, cartons, duties, efc.).

For the produce import from West Bank/Gaza through KAI, who arranged and paid
for overseas freight and cartons? Can you recall what was the freight costs from
Israel to your warehouse (shipping costs and local transport)?

Air freight to Amsterdam was arranged by KAI and the cost was reimbursed by Pepino.
Pepino arranged the trucking of the produce from Amsterdam to Copenhagen.

Were there any problems with the shipment received from West Bank and Gaza?
The tomatoes in the trial shipment arrived overripe. Thus they were not sold at good
market prices.

Was this transaction any different from your usual practices?

No different, except that Pepino usually does not ship tomatoes by air due to the high
cost of air freight.

Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?

Yes.



9.

10.

If yes, do you have any plans to buy from these sources in the current season?

Negotiations are on-going for the shipment of 24 pallets of tomatoes (over 3000 boxes)
from Gaza by ship to Marseille and by ground transport from there.

From what other regions do you import the same produce as the ones imported from
West Bank and Gaza?

Canary Islands, Holiand, sometimes from Morocco.

How would you compare West Bank/Gaza produce from those received from other
regions (in terms of price, quality, and delivery)

While the appearance, size, taste, and packing of the tomatoes in the sample shipment
(one carton) was ideal, the trial shipment arrived in overripe condition and therefore was
of substandard quality. Price was determined by market.

What was KAI’s role in the transaction? Was it typical of the role a broker would
play in such transaction? Is the role that KAI played necessary for future
transactions?

Typical of a broker. Until the growers in West Bank/Gaza are organized and
knowledgeable of the export market, they may need an intermediary be it KAI or others.
However, Mr. Lornsen believes that it would be more useful for the growers and
importers to have a broker in Israel instead of in Washington. He believes it would
improve the communication between the importer and the grower.



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 4

Date: December 17, 1993

Name and Address of Buyer:

Mr. Ronald Poelstra, Director

Windig A.G.S.B.V.

Jan van Galenstraat 4

1051 KM Amsterdam, the Netherlands
Tel: 31-20-6824040

Fax: 31-20-6861813

l.

3.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Received samples of grapes.
1.a  Who are the points of contact at KAI?
Leo and Anita Kramer.’
Was the shipment considered a sample shipment, trial shipment, or commercial
shipment?

Sample shipment.

What is the volume of produce received, date of shipment, and terms of the sale?

Ten boxes of grapes were received as samples in this season (July or August 1993).
Since it was a sample, Windig did not pay for the grapes, shipment and other related
COsts.

According to the Grantee, neither Leo and Anits Kramer had any dealings with Windig. The KAI contact

was Angelica Olssom in London.

O\



3.a

3b

3.c

3.d

Was it a consigrment (commission contract), pre-export price agreement
(fixed), or minimu;z price guarantee?

NA
Which is the most common terms of sale for this product for your company?
Fixed price for 80 percent of the variety of products Windig deals with.

(If the most common terms of sale is consignment) Under what conditions do
you agree to pre-export price agreements or minimum price guarantees?

Since Windig only sells to independent grocers (not supermarket chains) and
mainly buys from growers with a longstanding relationship, Windig usually buys
and sells at fixed prices. Prices are usually determined by Windig. However,
for produce whose prices are more volatile and the volume of shipment is
unstable, sale by consignment is more common, New producers who are entering
the market always accept consignment sales.

Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

Never. Not standard market practice in Amsterdam.

For the produce import from West Bank/Gaza through KAI, who arranged and paid
for overseas freight and cartons? Can you recall what was the freight costs from
Israel to your warehouse (shipping costs and local transport)?

KAI arranged and paid for freight.

Were there any problems with the shipment received from West Bank and Gaza?

The grapes arrived overripe. Packing and the boxes were substandard. Mr. Poelstra
suspected that there were logistical problems leading to the delay in shipment, resulting
in lower quality grapes on arrival.

Was this transaction any different from your usual practices?

A little different. Windig usually deals directly with the producers or coops. Mr.
Poelstra wasn't sure whom he was dealing with in the transaction arranged by KAI.



7.

10.

Are you interested in buying from West Bank and Gaza again (either through KAl
or through other sources)?

Yes, but only if there is added value to the produce such as superior packaging and
presentation. There is no room for new entrants in average quality produce.

I yes, do you have any plans to buy from these sources in the current season?
No.

From what other regions do you import the same produce as the ones imported from
West Bank and Gaza?

Mainly from Central/South America (Colombia, Venezuela), Asia-Pacific (Malaysia,
Thailand, Tahiti, Fiji), Australia, New Zealand.

How would you compare West Bank/Gaza produce from those received from other
regions (in terms of price, quality, and delivery)

Substandard packing and quality.

What was KAI’s role in the transaction? Was it typical of the role a broker would
play in such transaction? Is the role that KAI played necessary for future

transactions?

Windig doesn’t deal with brokers or agents. Windig prefers more direct importing
channels.



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
FROM GAZA AND WEST BANK

Interview Nuinber: 5 (by phone)

Date: December 16, 1993

Name and Address of Buyer:
John DiFeliciantonio, President
Procacci Brothers Company
Philadelphia, PA

Tel. 215-463-8000

Fax. 215-467-1144

1.

3.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Yes
1.a  Who are the points of contact at KAI?

Leo Kramer

Was the shipment considered a sample shipment, trial shipment, or commercial
shipment?

Sample

What is the volume of produce received, date of shipment, and terms of the sale?

Sample cartons of tomatoes only. Date of shipment - Spring 1993. Not a sale, small
sample only.

3.a Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guaranteed?

Sample only, no payment involved to exporter.
3.b  Are these the most common terms of sale for this product for your company?

Sample shipments are common for first-time exchange between supplier and
buyer.

W



3.c  (if the most common terms of sale are consignment) Under what conditions
do you agree to pre-export price agreements or minimum price guarantees?

When they are in short supply of item and they know they can resell quickly
without risk.

3.d Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

No.

4, Who arranged and paid for overseas freight and cartons? Can you recall what was
the freight costs from Israel to your warehouse (shipping costs and local transport)?
Kramer arranged air shipment by Federal Express.!® Mr. DiFeliciantonio does not know
what the freight cost was.

s. Were there any problems with the shipment received from West Bank/Gaza?

Yes, the tomatoes arrived overripe according to Mr. DeFeliciantonio.

6. Was this transaction any different from usual practices?
No.

7. Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?
No, as a result of the overripe condition of the tomatoes, the Procacci Brothers are not
interested in further pursuit of produce from Gaza/West Bank at this time according to
Mr. DiFeliciantonio. !
If yes, do you bhave any plans to buy from these sources in the current season?

N.A.

1°  The Grantee clarified that the produce was shipped by UPS.

' The Grantee claimed that sales did not consummate because of the problems in the size of Gaza tomatoes
and U.S. import regulations.

v



9.

10.

From what other regions do you import the same products as the ones imported
from West Bank and Gaza?

From all over the world, including Israel (AGREXCO).

How would you compare West Bank/Gaza produce from these received from other
regions? (in price, quality, and delivery)

Worse in quality if this sample is representative, Mr. DeFeliciantonio does not know
about price and delivery based on this small sample.

What was KAI’s role in the transaction? Was it typical of the role a broker would
play in such tramsaction? Is the role that KAI played necessary for future
transactions?

Broker for supplier. Often there is a middleman. They often are useful at first but not
indefinitely.

!



INTERVIEW QUESTIONNAIRE
FOR IMPORTERS WHO RECEIVED PRODUCE
' FROM GAZA AND WEST BANK

Interview number: 6 (by phone)

Date: December 15, 1993

Name and Address of Buyer:
Matthew D’Arrigo, Vice President
D’Arrigo Bros. Co.

New York City

Tel: 718-991-5900

Fax: 718-960-0544.

1.

2.

3.

Have you purchased produce from West Bank or Gaza through KAI (or Kramer
International) or exporters he is representing over the past year?

Yes, a shipment of 100 boxes of tomatoes (note 1 box = 5 kilos). Mr. D’Arrigo pointed
out that this is a very small shipment for him.

1.a  Who are the points of contact at KAI?

Leo Kramer and Anita Kramer.

Was the shipment considered a sample shipment, trial shipment, or commercial

shipment?
A trial shipment.

What is the volume of produce received, date of shipment, and terms of the sale?

500 kilos, March 1993, consignment sale. D’Arrigo did not buy it from Leo Kramer,
he simply sold it for a commission. He can’t recall the price, but does remember that
he (D’Arrigo) did not lose money on the transaction.

3.2 Was it a consignment (commission contract), pre-export price agreement
(fixed), or minimum price guaranteed?

Consignment contract.



s.

6.

3.b Are these the most common terms of sale for this product for your company?

D’ Arrigo does every kind of contract, but consignment is very common unless
they know the seller very well, or unless there is a real shortage of the produce
in the New York market.

3.c (If the most common terms of sale are consignment) Under what conditions
do you agree to pre-export price agreements or minimum price guarantees?

If there is a real shortage in the market or if he knows the seller very well, then
he is more willing to offer fixed prices or a minimum guaranteed price
(combination fixed and consignment).

3.d Do you usually open letters of credit for produce exporters? If so, under
what conditions are you willing to do it? What are the standard terms that
you would agree to?

No. Mr. D’Arrigo explained he does not open letters of credit for exporters, but
he knows of buyers who are willing to do so.

Who arranged and paid for overseas freight and cartons? Can you recall what were
the freight costs from Israel to your warehouse (shipping costs and local transport)?

D’Arrigo paid air freight for the shipment. He cannot recall the costs of air freight from
Israel. The exporter paid for the cartons.

Were there any problems with the shipment received from West Bank/Gaza?

No major problems. Packing was fine. This grower has definitely had experience
exporting before through the Israeli company, that is why D’Arrigo was willing to buy
from them. There were some small problems with color, some tomatoes were redder than
others within the same box. This results in a lower selling price.

Was this transaction any different from usual practices?

No, other than the fact that the buyer has never bought from Israel/West Bank-Gaza
before.

®



7.

10.

Are you interested in buying from West Bank and Gaza again (either through KAI
or through other sources)?

Mr. D’Arrigo explained that he met with the Palestinians at the recent produce
convention in Washington and he expressed his willingness to consider buying from them
again in the future.

He mentioned in this interview that he believes the Palestinian exporters should group
together so they have more marketing clout and to enable them to develop a name and
reputation for the produce from that country.

I yes, do you have any plans to buy from these sources in the current season?

Mr. D’Arrigo has contacted Leo Kramer recently to let him know that he is interested
in buying a larger shipment of tomatoes from Gaza this season. The terms would
probably be consignment.

From what other regions do you import the same products as the ones imported
from West Bank and Gaza?

Mexico, Caribbean, South America, North Africa.

How would you compare West Bank/Gaza produce from those received from other
regions? (in price, qualily, and delivery)

Price was fine (consignment he did not buy it), quality was fine except the coloring was
not vniform, delivery was fine (air shipment).

Mr. D’Arrigo believes that transport might be quite expensive to allow Palestinian
produce to be profitable most of the time in the U.S. market. However, he believes
there might be "window opportunities” when U.S. prices are high and the transaction
might be profitable. He also said if Israel (AGREXCO) can export profitably from the
same sources, then he thinks the Palestinians should be able to do the same.

What was KAD’s role in the transaction? Was it typical of the role a broker would
play in such transaction? Is the role that KAI played necessary for future
tramsactions?

Leo Kramer acted like a consultant to the producers. Sometimes a broker is needed to
initially bring buyer and seller together, but after that D’ Arrigo feels middlemen are not
useful - they add an extra layer and sometimes the message gets muddled in translation.



ANNEX 4

INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK
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INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE FPRODUCE

FROM GAZA AND WEST BANK
Interview Number:
Date:
Name and Address of Buyer:

1. Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

2. If yes, how was the initial contact initiated (through fax, phone call, or personal

visit)?

3. Why was the transaction through KAI not consummated?

perceived quality?

quantity (too small)?




4.

perceived difficulty or uncertainty in delivery

percelved or actual difficultics in obtaining proper documentation?

Would you consider buying from West Bank/Gaza either through KAI or through
other means in the future?




INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 1 (by phone)

Date: December 13, 1993

Name and Address of Buyer:
Laurence Olins, Managing Director
Poupart Limited

United Kingdom

1.

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

Yes

If yes, how was the initial contact initiated (through fax, phone call, or personal
visi§)?

Contacted by Leo Kramer.

Why was the transaction through KAI not consummated?

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery

perceived or actual difficulties in obtaining proper documentation?

Poupart is one of several wholesalers (panelists) for AGREXCO in the UK market.
Poupart handles the marketing and distribution of AGREXCO produce to retailers and

receives a commission. Prices are usually negotiated directly between AGREXCO and
the buyer beforehand.

\\



4.

Would you consider buying from West Bank/Gaza either through KAI or through
other means in the future?

Poupart is not interested in working with KAI because it may jeopardize their current
relationship with AGREXCO.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 2

Date: December 14, 1993

Name and Address of Buyer:
Miguel Sanchez, Managing Director
Al Fruit Tunbridge Wells

Kent, United Kingdom

Tel: 44-892-517444

Fax: 44-892-517222

1.

2.

3

4-

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

Yes

If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

Al Fruit was initially contacted by Leo about three years ago. Mr. Sanchez has had a
few meetings with Leo Kramer, and has also spoken with Anita Kramer over the phone.
Why was the transaction through KAI not consummated?

KAI has contacted Al Fruit a few time to inquire about the c.i.f. prices for various
produce items in the UK. However, KAI has never sent samples to Al Fruit.

Would you consider buying from West Bank/Gaza either through KAI or through
other means in the future?

Mr. Sanchez is interested in importing from West Bank/Gaza. However, he revealed

that he is frustrated with the failure of KAI to follow up with sending samples or trial
shipment to him.



Other comments:

Mr. Sanchez said that although it is not common practice in the business, he sometimes
opens LCs for exporters in Uruguay for up to 70 percent of the value produce. This
amount is payable when the exporters submits the bill of lading to the bank. The balance
is usually payable 5-10 days after the produce is delivered.

Mr. Sanchez also revealed that most of the citrus he imports is bought on fixed prices,
usually when fixed prices are offered by buyers such as supermarket chains. Prices are
cither fixed verbally or on paper. However, he will not be willing to offer fixed prices
to producers in West Bank/Gaza until he has seen the produce, and tested the reliability
of delivery and their acceptance in the market in a few trial shipments.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 3 (by phone)

Date: December 16, 1993

Name and Address of Buyer:
Claudia Hainke, Fresh Produce Dept.
J.A. Hahl GMBH & Co.

G

ermany
Tel: 49-89-7800-620

Fax: 49-89-78-55-824

1.

3.

Do you recall being contacted by KAI about pcssible imports of produce from West
Bank/Gaza?

No.

If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

NA

Why was the transaction not consummated? NA

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difficulties in obtaining proper documentation?



4,

Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

Ms. Hainke said that J.A. Kahl does not currently import from West Bank/Gaza, but
does receive produce from Israel. She said the company is open to importing from any
area but does not currently see a niche for produce from West Bank/Gaza given that the
company already has a well-established network of suppliers.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Ingerview Number: 4 (by phone)

Date: December 16, 1993

Name and Address of Buyer:
Mr. Hauffman

Frueco

Germany
Tel: 49-40-308-40
Fax: 49-40-32-70-22

l.

3.

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

No

H yes, how was the ipitial contact initiated (through fax, phone call, or personal
visit)?

NA

Why was the transaction not consummated? NA

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difficulties in obtaining proper documentation?

(<N



4.

Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

Mr. Hauffman said his company usually deals directly with produce exporters and would
not see a need for an intermediary such as KAI. Frueco currently has no ties to West
Bank/Gaza and is not considering establishing any given the company’s long-standing
business ties to suppliers in Israel.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 5 (by phone)

Date: December 15, 1993

Name and Address of Buyer:

Alain Pare, Fruits and Vegetables Division
Epiciers Unis Metro Richlieu

Canada

Tel: 514-251-4435

Fax: 514-251-4424

1.

2.

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

No.

If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

NA

Why was the transaction not consummated? NA

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difficulties in obtaining proper documentation?

&



Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

According to Mr. Pare, Epiciers does not currently import produce from West
Bank/Gaza, but the company would consider doing so given the right price and quality
for the produce. For Epiciers, the most important factor when deciding to import from
West Bank/Gaza would be facility of exporters to ship produce to Montreal given the
time constraints and distance involved.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 6

Date: December 15, 1993

Name and Address of Buyer:
Coleman Bernstein, General Manager
Gemini Food

Canada

Tel: 416-775-3353

1.

3.

Do you recali being contacted by KAI about possible imports of produce from West
Bank/Gaza?

No.
If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

NA

Why was the transaction not consummated? NA
terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difficulties in obtaining proper documentation?



4,

Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

Gemini does not currently import from West Bank/Gaza, but would be open to any
opportunities. For Gemini the major concern would be the time and distance involved
in transporting the produce to Canada by ship and the high cost of transportation by air.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 7 (by phone)

Date: December 17, 1993

Name and Address of Buyer:

Abdul-Aziz Al Madi, Owner

Abdul-Aziz Al Madi Establishment for Trading
Saudi Arabia

Tel: 966-1-457-2586

Fax: 966-1-458-4457

l.

2.

3.

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

No.
If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

NA

Why was the transaction not consummated? NA

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difficulties in obtaining proper documentation?



Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

Mr. Al Madi said that his company does not currently import from West Bank/Gaza
because of strained political relations between the region and Saudi Arabia. He added
that if relations were to improve in the future, his company may consider establishing
commercial ties with West Bank/Gaza.



INTERVIEW QUESTIONNAIRE FOR
IMPORTERS WHO DID NOT RECEIVE PRODUCE
FROM GAZA AND WEST BANK

Interview Number: 8 (by phone)

Date: December 17, 1993

Namse and Address of Buyer:

Mr. Lennart Thulson, Import Dept.
Sydfrucktimporten AB

Sweden

Tel: 46-8-810210

Fax: 46-8-814460

1.

2.

30

Do you recall being contacted by KAI about possible imports of produce from West
Bank/Gaza?

No.

If yes, how was the initial contact initiated (through fax, phone call, or personal
visit)?

NA

VWhy was the transaction not consummated? NA

terms?

price?

perceived quality?

quantity (too small)?

perceived difficulty or uncertainty in delivery?

perceived or actual difﬁcultiﬁs in obtaining proper documentation?



Would you consider buying from West Bank/Gaza through KAI or through other
means in the future?

Sydfrucktimporten does not currently import from West Bank/Gaza and was unfamiliar
with the products offered by the region. He said he would consider buying from West
Bank Gaza but he did note several complicating factors, including: perceived distance of
West Bank/Gaza from Scandinavia, transportation difficulties, and availability of fresh
produce within traditional European suppliers, especially Spain, Italy and other
Scandinavian countries.
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LIST OF PERSONS INTERVIEWED
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LIST OF PERSONS INTERVIEWED

USAID

Harry Birnholz, A.L.D. Affairs Officer, Tel Aviv
Emie Kuhn, NE/ME Project Officer

Peter Malnak, NE/ME

Sufian Mshasha, Foreign Service National, Jerusalem
David Rhoad, Acting A.LD. Affairs Officer, Jerusalem
Saleh Sakka, Gaza Field Representative

Diana Swain, NE/ME Project Officer

Dorothy Young, NE/ME Project Officer

OTHERS

Hillel Adiri, District Director, Ministry of Agriculture (CIVAD), Gaza

Adel Briegheeth, Agricultural Department of Jericho, West Bank

Daoud Istanbuli, Technical Director, Technical & Advisory Committees, Palestinian Team to
the Peace Conference

Mansour Kalfeh, export consultant to the EEC, formerly Director of the Jenin Marketing
Cooperative

Sobhe Kharobi, Cooperation for Development International (CD), Gaza

Terry Lacey, General Secretary, Cooperation for Nevelopment International, U.K.
Mohammed A Ra’is, Agricultural Office (CIVAD), Gaza

Aown Shawa, Gaza Representative, Cooperative Development Project

Nader R. Shawa, Director, Center for the Promotion of Palestinian Products, Palestinian Trade
Promotion Organization, Rotterdam ‘

Giora J. Teltsch, Haifa

KAI

Anita Kramer
Leo Kramer

PRODUCE SUPPLIERS IN GAZA AND WEST BANK

Kamal Al-Azaiza, Head of Board of Directors, Dier El-Balah Cooperative
Kader and Imad Al Namari, Jericho Agricultural Cooperative, Gaza
Kalid Moustaga Abed Al-Razeek, Fara, West Bank

Osama Abed Al-Razeek, Fara, West Bank

Matthew D’Arrigo, Vice President, D’Arrigo Bros. Co., New York
Ahmed Mamoud Saleh Fouquaha, Jericho, West Bank



Produce Suppliers in Gaza and West Bank
Continued...

Jihad Haddad, Manager, Jericho Marketing Cooperative, West Bank
Rerik Abu Halima, Chairman, Beit Lahia Cooperative, Gaza

Ayesh Ileyyan, Beit Lahia Cooperative, Gaza

Torahim M. Mughrabi, Managing Director, Citrus Packing Co., Gaza
Khader Nammari and Imad Nammari, West Bank

Ahmed Abu El-Naja, Chairman, Ahmed Abu El-Naja Export Import, Gaza
Adli Shurrab, Shurrab Export Import Co., Gaza

Ahmad Shurrab, Shurrab Bxport Import Co., Gaza

Emad Shurrab, Shurrab Export Import Co., Gai

Zaher Tantech, Beit Lahia Cooperative, Gaza

Saad Tarazi, Director, Beit Lahia Cooperative, Gaza

Ahmed Khalil Al Zaaneen, Beit Hanoun Cooperative, Gaza

PRODUCE IMPORTERS

Abdul-Aziz Al Madi, Owner, Abdul-Aziz Al Madi Establishment for Training, Saudi Arabia
Coleman Bernstein, General Manager, Gemini Food, Canada

Tony Butler, Managing Director, Paskalis Imports Ltd., London

Gerard Costa, Director, Briess & Company Ltd., London

John DiFeliciantonio, President, Procacci Brothers Company, Philadelphia, PA
Claudia Hainke, Fresh Produce Dept, J.A. Hahl GMBH & Co., Germany

Heinz Hauffman, Frueco, Germany

Uwe-Jens Lornsen, Pepino Frugt Skandinavian A/S, Copenhagen

Laurence Olins, Managing Director, Poupart Limited, England

Alaine Pare, Fruits and Vegetables Division, Epiciers Unis Metro Richlieu, Canada
Ronald A.M. Poelstra, Director, Windig A.G.F.B.V., Amsterdam

Miguel Sanchez, Al Fruit Limited, Kent

Lennart Thulson, Import Dept., Sydfrucktimporten AB, Sweden



ANNEX 6

MEMORANDUM FROM KAI
TO EVALUATION TEAM
SUMMARIZING GRANTEE
CORRESPONDENCE WITH AID
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. Kramer Associates INnC. 7202256050 Fex202296.6275 Tolex 64142

BY FAX 703-247-8410
" TO: Pster Boone :

: ' COMPANY: SRI International

FROM: Leo Kramer
' Kramer Associates Inc.,

. .DATE:  December 17, 1993

.

- No. of Pages Including this Page 16

P.1716
2100 M STREET N.W, WASHINGTON, DC 20037

© Enclosed for your review,

|

Kind regards.

O . s
. .
.
MESSAGE -
. .
. |

PLEASE CONFIRM RECEIPT OF THIS FAX

@\.



: - conversation, I hope I would have an ) ,
- " expressed at the very beginning of the evaluation, and that I would be interviewes] in-depth.

—— v ——— e 2% e
. .
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2100 M STREET N.W. WASHINOTON, DC 20037 * - 2/}p

‘Kra,mer Associates INc. Tazos60mo pus 202:296.6275

 BYFAX: 703-247-8410 |

' “TO: Peter Boone

Program Manager
International Policy
SRI International

' EROM:  LeoKramer
' Krainer Associates, Inc

DATE:  December 15, 1993

[\

Please note that your evaluation of our grant started almost exactdy one yuar e th eant

was signed. What can we expect in the first year of an experiment with: s¢ mz vy
impediments and unexpected problems like border closings? '

'.A;fairquesu'nn-.
In view of my concern that the grant is not being properly prescated as per our last
ity to add my views to the overview I

I hope so.

" First and foremost we must remember that this was an experimental program where all sides -
y all private sector o

would learn how to effectively carry out not only agricultural but possib
projects vis-a-vis AID.

" In this regard it must be clear that since we were undertaking something neverdonebefor'e, s

. in Gaza and the West Bank, AID and Kramer gave best guesses - budget, line items and

bench marks knowing these would have to be adjusted from experience.

. 'What would then follow as we got into the field are adjustments to the reality of what we are
finding i.e., were the impediments propezly defined and correctable and whether there were:

. impediments not anticipated.

- There were.

What were the proposed solutions and who could carry them out and in what time frame? : -

Solutions were found, proposed, and most were implemented only where they did not require

. support or change by AID.

London Offics: 9 Bryanston Square, London WIH 7FF Tl 71-723.6772 Fax 71-723.9132

}
[

. ¢
f‘

[N S
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féxw?giuaaone&omuoxmmu

- December 15, 1993

Certain factors are clear and beyond dispute. |
- Ammﬁ;sed practically all adjustments coniixig out of the experience of the field.

'lgi:gez

.
.
0
1
H
.

'+ Original time was totally off course becausé AID did not process the grant documents within © . |
...lh.aﬁameworkoftlngicultunlcycle. : -

The pr?ject was negotiated with certain members of the AID staff and then rurned over to
others for implementation.

KAI was allowed to bill on December 1 (as a result of back dating in order to provide funds ..

" quickly to make up for the long delay and for AID failure to I{:rocm documents. This did not

" work.) and did receive partial pagmcnt on December 23rd. It ok the December billing until .
: Ian.uz.r§ 5 to be completad, there (Sack
m;. . .
. Dates of the three months of payments weze:
5 The January § voucher was not completed until February 12, a penod of 38 days.
. The February 1 voucher was not completed untl March 2, a period of 30 days.
" . The original format decided on by the contradts people was a grant to allow maximum

ore completely negating the value of advance funds.

" flexibility in this new and experimental program going into uncharted seas.
. AID however, -chose to administer this as if it were a contract, a reimbursable contract and

“also anticipated to be an end product of the grant. ’
- . We quickly found possible solutions but AID refused 1o participate in most implementations. -

"Because of the delay of the evaluation, we-asked for a one month extension in order to get
. the pressure off us, and the evaluators. We asked for this without any additional funding and

:moqghout this project, throughout this grant we could almost automatically expect a "no”, . - Cor b
a denial.. i

_permission to travel to Tel Aviv.

P ¢
..

micro-managed it. This approach was destructive of the mission/objectives of the grant.
There was no format for the transfer of knowledge to AID gained by KAI staff which was

y we were stopped from entering the jurisdiction of our responsibility. Whatever the '

. réasons for that decision, it was clearly destructive of the grant cbjectives. v

In‘an emergency where a solution was only possible by operating in Tel Aviv, we were denied
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Fax to Peter Boone from Leo Kramer , .
December 15,1993 L

Page 3 |
" That is {he extent of the micro-management. L

. Yes we did go to Tel Aviv, but late. Out of desperation and a concern for the success of this -

. ; project,iwe spent our own money and as a result of the original refusal to give permission for ° .-

travel so that the problem could be addressed immediaxeldy as necessary, we went later than : '

we would have because we did not know that AID would give permission providing they were -
not paying for it even within the existing grant funds, This negative discussion alone - :

reduced strawberry exports by 25 tons with other negative resuits. Whose responsibility?
New a e lass- ) C ]
What exactly then is the commitment by AID to the objectives of the grant? '

: Our cast burdens were exaggerated by AID practices.

“We did not know at the time that it would have been inappropriate and an unacceptable
. burden gor us 10 receive zero indirects, zero overheads, zero G&A, and zero fess.

AID did not inform us of the ﬁovemment rates for such hotels as the Tel Aviv Hilton. We . N

therefore lost thousands of s until we discovered it ourselves. ;
Kind IGig&rdS. x | l .
‘ec: Dennis Chandler ' T i

- Dorothy Young -

“ 'Aﬂzch;nent: A list of solutions proposed by KAI and AID responses. | _

© .PS. This is intended to be illustrative, not comprehensive. . :, ¥ I
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Kramer Associates Inc. 2100 STREET N.. WASEDNGION, DC20087 - 511l

g

H
' .

.1 AID responses or lack of ruponul to Xramer written requests
| idoptitying and pzoponinq solutions to Palestinian trade and .

. .xport needs
s i Exazple of solutions to export problems and AID responss

: '3/9'/93 LK to AID #*NO response
KATI describes circuutancu

that impact its abllity to
make requests in a timely manner

7)1/93 LXK to AID | ' #4No response
: Request for funding for
o saurlu shipments

'7/1 /93 AKX to AID . ' **No response.
. - KAI| provides further explanation o2
: ;tho. request for funding sample
' shipments .
8/5/93 LK to AID | *%No response.

KAI requests approval for prior rcquesta
and funds to export samples. '
1

8/12/93 1K to AID #%3 month and a half

KAI reguests approval of prior requests after initial
of sa.nple sh:.pmcnts, requests for sanmple

and trial shipmc.nt
funding in July, XAI
) : ' receives
! . notification on
, : ' 8/25/93 that AID is
f ,open to providing
. ‘modest amount of - v
) . funds for .
' ' sanple/trial "
| o shipments. Final k
- : sample approval
. : Decenber 6. .

Londen Office: 9 Bryanston Square, Londo WIHTFF Tl 71-723.6772 Fax 71-723.9132 \f)]b
b |
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AID responses or lack of rasponses to Kramer written requests
identifying and proposing solutions to Palestinian trade and

export needs ' |
Exapple of solutions to export prohlems and AID response

AAMPLES SRIPMENT REQUESTS
KAL’S REQUESTS ALD_ RESPONSE
*8/27/93 LK to AID . weOn 9/29/93, AID
KAI subnits a detailed plan for the grantel approval of
administration of the sample fund. $50,000 for limijbod

use for sample
shipnent funding,
cannot be used :
because requirements
are flaved. Final
.approval December 6.

wegowever, because this fund included gply the cost of the

produce, it could not be implemented and did not include the cost
of shipping and handling for samples. Samples therefore could
not be shipped. '

11/12/93 1K to AID *%11/16/93 AID
RAI urgently reguests approval responds to XAI
prior requests including faxes of 10/18 and
sample shipment ($100,000). 11/12 by

reiterating that

it will avait the
results of the
evaluation befocrs | -
granting approval to. ..
any prior requests. -

As of Decenmber 16,

no lndepth interview .
by evaluators with

LX.
11/24/93 1K meeting with AID *%11/24/83 AID .
KAI requests that cost of shipping Indicates it weuld.
and handling related to sample approve this, but at
shipments be coversd under the this point, XAI has
grant to make the grant procass no authority to
more useful. This does not increase the proceed. Final' -
maximum amount of $50,000 allowed Decenrber 6. '

for sample shipuments.
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AID responu.s or lack of responses to Kramer written requests |
identifying and proposing scluticns to Palestinian trade and
export needs

Exanple of solutions to export problems and AID response -

e

SAMPLES SHIPMENT REOUESTS
11/30/93 LK to AID *%No response. - .
KAI requests that AID, in order Sample final agresd .
to simplify and expedite the use of December 6. - :

funds for samples by allowing the
definition of these funds to apply to

any cost particulars necessary to

deliver samples to the potential buyer.
KAI also requests advance of the sample
fund to KAI so that it could move quickly.

*kMid-Decenber, XKAI finally recelves the go-ahead to use the
sample shipment funds after belng initlally approved on 9/29/93
and initlally requested on 7/1/93. The deadline for the November
harvest is now past due and the farmers have lost out because: of

lack of timeliness in decision-meking and insufficient funding to .

get samples out to importers who were willing to start progranms.

“&Tt took 6 months to get the sample shipment process finalized
Zrom request to approval. Of the $100,000 requested for sample
shipments, only $50,000 1ls approved for sample shipments. This
sun lncludes cost of produce for samples and cost of shipping and

" handling
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AID responses or lack of rupomu to Kramer written raguests:

idcntifying and proposing solutions to Palestinian trudo and -
s :

export nee

Exanple of solutions to uport problems and AID response "

. IRIAL BEIRPMENTS
EAL‘S REQUESTS
'77/1/93 LK to AID

Request for funding for
trial shipments

: 7/15/93 AX £o AID

KAI provides further axplmqtian of
the ragquest for funding trial

- 'ghipments, including size and
costs of trial shipments.

8/12/93 IK to AID

" KA requests approval of prior regquests
of trial shipments

8/27/93 LXK to AID
KAI submits a detailed plan tor the
adninistration of the lamph/trial

' f.und.

AZID _RESPONSE

*+No response

**No response. . .

After a month and

&8 half from init:_tal '

requests for
trial shipment

funding in July, KAI

recsives .
notification .on
8/25/93 that AID is
open to providing.
modest amount of
funds for
sanple/trial

shipments. However, :
-trial shipment _
approval never cans .

through.

**No response

ST

T
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b AID regsponses or lack of ruzonu- to Kramer written requests.
. identifying and proposing solutions to Palestinian trade and

© aXport needs
Exanple of solutions tB export problems and AlID response .
IRIAL SNIPMENTS :
| EAI’S REQUES?TS ' AID RESPONSE ‘
11./.2/93 LX to AID . *#%11/16/93 AID

_KAI wxgently requests approval responds to XAI ! 
© prior requests including faxes of 10/18 and .

- trial shipment ($100,000). 11/12 by
raitorating that

it will await the |

results of the
evaluation berfors
granting approval to
any prior requests.
As of December 16,
: , Leo Kramer still
{ : : awaiting indepth
i interview wit
; : evaluators.
_ #*KAI has been awaiting the decilians of AID concerning trial
shipments since intially reguested 6 months ago. Now the process
bas been delayed until the completion of the evalution.

.
o G crmees e e+ e b g et s+ = o o Semm e e v = e e o oot ommnm
-

1
f
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LID responses or lack of rq-ponus to Xramer written requasts
identifying and proposing solutions to Palestinian trade and

eXport needs ,
Example of solutions to export problems and AID response

BRIDGING FINANCE
AID RESPONSE

!
' 1
, **No response.

$/5/93 LR to AID
KAI requests approval for' prrior requasts

- and bridging funds.

'
te
H

3/12/93 LR to AID ¥ **No response.

RAI raquests approval of pnhr requests
and bridqinq funds.

11/12/93 LK to AID : #431/16/93 AID

KAI urgently requests approval responds to XAI .
priocr requests including ,t . reqQuests of 10/18
bridqinq zinance ($500,000):. : and 11/12 by

: reiterating that -
! it will await the -

results of the
evaluation before .
granting approval, to
any priocr regquests. -
As of December 16,
Leoc Kramer awaiting
his indepth

dnterview. o
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" AID responses or lack of responses to Kramer written requasts
identifying and proposing solutions to Palestinian trade and

. export needs
~§Z' Example of solutions to export problems and AID ruponu.:

|
|
|
I,
!

5/19/93 LK to AID ‘ . W*No response
.+ + KAI requests rs-allocation
of sums among some line itens,
- involving no change in overall budget

.10/1/93 1K to AID *#No response. . ;
XKAI regquests a change in the line e
itens in the current program.

a 11/30/93 LK to AID »#No response.
: KAI requests approval to move funds .
from ¢ne line item to the other always

within the total budget.
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'AID responses or lack of raesponses to Kramer written reaquests
identifying and proposing solutions to Palestinian trade and

export needs '
zxanpie 'o:.E solutions t'o export problems and AID response
REQUESTS FOR FXTENSION OF GRANT '

9/19/93 LK to AID

" KAI' zequests a one-year grant extension.

. l

" 11/24/93 LK meeting with AID

'"KAI requests a 30-day no-cost
extension of the grant from the

. current expiration date of

March 1, 1994 to March 31, 1994

.80 that the results of the
. evaluation will be able to be

considered while the grant is
still going on.
. I

Do
11/30/93 LK to AID

. KAI requests 60-day grant

extension.

«#XAT reminded AID that the one-month extension is of no cost to:
AID and any costs lancurred by XAI durilng the one-month period - .

would be borne by XAI.

*%No response.

*%AID rejects KAI'’s .

request for a 30-day
no-cost extension
of the grant on
12/7/93.

**No response.

#4XAT was told that the evaluation results would be ready end of

Novenber or beginning of December.

Bowever, the contract of the

evaluators states that they have until January 31 latest to

" ‘'complete the evaluation. It is now mid-December and the

evaluators have not yet come to interview Mr. Leo Kraner.

:w.it.lj the evaluators.

‘®RAg of December 16, Lec Xramer avaiting his indepth interview

'**Tb'fe agricultural process does not stop to wait for the '

‘completion of an evaluation. The farmers still must plant and

harvast. The project is suffering because of this lack of

.z_'qu"ibi.lity in decision-making.

13fie
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identifying and proposing solutions to Palestinian tradn and S

export needs

Example of solutions to export problems and AID rcuponsa;

ARDITIONAL YUNDING
KALZS REQUESTS

~9/19/93 LK to AID

' KAI requests an increase of funding
of the grant by $260,000 for a nevw,
e I I

10/18/93 11X to AID
- KAI requests a funding for a new.
worth
$260,000. KAI also reiterates
requests for approval for extension
of time and additional funding for grant.

‘10/28/93 LK to AID

KAI requests means by which travel
and communication can be funded

by an additiocnal $67,000 to support

KAI’s efforts through the end of

the grant period (February 1994).

11/5/93 LK to AID
"KAI requests approval of prior
requests of

as stataed in fax dated
10/18 to Beans.

ALD _RESFONSE

*#No response.

*wNo response.

**No response. L

**AID response to :
9/19 faxes, - :

10/1 fax, 10/28 fax, -

and 21/5 fax from - '
KAZ: AID will not.
make decisions on ",

prior requests until -

the completion of ;
the evaluation of '
this grant, in early .

December. As of  :°

December 16, Leo
Xraner still -
avaiting his iadbpth ’
interview with the |
evaluators. '
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"AID rasponses or lack of rasponses to Kramer written raquests
identifying and proposing solutions to Palestinian trade and

cg'port needs

Example of solutions to export problems and AID rosponsc-'

(This wculd allow ror 10 Palutinians to come ’co Wa.sington to
attend the Produce Marketing Association Convention.)

EAL’S REQUESTS

'8/5/93 LK to AID
‘ KAl requests approval for

10 Palestinians to come to Washin
- for the Produce Marketing Convention

8/12/93 LK to AID

RKAI requests approval of prior
regquest for 10 Palestinians o
come to Washington for the
Produce Marketing Convention.

w*No response.

**ATD responds on .’ :
9/29, six weeks
later, that AID will
approve $50,000 for
PMA Convention.
Approval came with
time factor of only
2 weeks before
arrival in
Washington.

: "




ANNEX 1

PROGRAM DESCRIPTION AND SCOPE OF WORK

%
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PRIVATF. ENTERPRISE DEVFEI.OPMENT SUPPORT PROJECT III'(PEDS III)

TASK ORDER REQUEST
Request Number: R-1
Date of Initial Request: Navemher 16, 1993
Requestor: Norothy Young, NE/ME/WB/G
Funding Source: 100% Buy-in
PIO/T Number: 294-0159-3-4632000

C&L Code:

Agricultural Developiment and Export lu Guza und the West Bunk
Scope of Work

An evaluation team is required to conduct a performance cvaluation of the Kramer Associates
Inc. (KAI) activity, Agricultural Development and Export in Gaza and the West Bank, A.I.D.
Grant HNE 0159-G 00 3003 00.

I Objectives
The objectives of this evaluation are to assess:

1. Grantee tulfiliment ot objectives and achievement of targets as specitied in the
Cirant Agreement Program Description and in the KAT TInsolicited Proposal (see
Section T helow for summary); and

2. the effectiveness of the Grantee in promoting the export of Palestinian agricultural
produce frum September 1. 1992, 0 Ui¢ presemt.

The purpuse of this evaluation is w assist A.LD. in determiniog its future support under this
Grait aud of export-promotion activities in general. In addressing this purpose, the Contractor
will:

- suggest how future assistance in export promotion fits within the lazger USAID
strategy for promoting private sector development and with planned activities such

as the Private Sector Support Project;

- report on what impact changes in the political environment are likely to have on
Palestinian exporters and therefore their future needs for assistance; and

- recommend what USAId can do to {mprove its management of marketing and
export-type activitles in the West Bank and the Gaza Strip under this Grant or
future activides.

ce2
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1.  Desciption of the Program to be Kvalugted

Kramer Associates International (KAI) i a private company specializing in developing
opportunities for 1o export their products to the U.K., Europe, and the Middle East,

The KAI program {s described in the Grant Agreement, inciuding:

- Auachment 2 (The Program Description prepared by A.I.ID.), and
. Unsolicited Proposal (submiued by KAD,

The Grant Agreement is attached to this Scope of Work. It is Wie principal document based on
which the Contractor will evaluate Grantee performance. The KAI umsulicited proposal was
incorporated by rcference in its cntircty and made a pare of the Grant. The Graut Agreement
states that the Program Description takes precedence over the Grantee proposal in the event of
an inconsistency.

The KAI unsolicited proposal was submirted to A.I.D. by Mr. Leo Kramer in Fcbruary 1992.
A.LD. authorized a grant to KAI on August 20, 1992, and the Grant Agreement for $594,500
(increased to $694,500 by amendment effective September 1, 1993) was signed on November
20, 1992. However, the Grantee was allowed to recover expenses ralated to the start-up of the
grant from September 1, 1992, Therefore, this evaluation will examine Grantee performance
for the tull length of the Agreement: September 1, 1992 to present.

A.  Program Description

Based upon the original KAI unsoliciied proposal, A.I.D. prepared a Program Description for
an 18-month program. It contains the following main points:

1. The gram (0 KAI would lielp to increase tie eaport of produce from Guza 10 the West
Bank by:

- "facilitating salcs arrangcments between suppliers in the WD/G and buyers in the
United Statcs, Europe, the Middle East and Japan;

advising suppliers on the appropriate ways to collect, package, and transport
produce; and

- asguring that suppliers are able to satisfy Israeli export regulations.”
2. Targes for export of produce were established as follows:
January 1993 through May 1993

5000 (0 10,000 MT tomatvey
9000 to 14,000 MT valencia oranges
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5500 to 8300 MT cucumbers
125 10 250 MT sirawberries

June 1993 through August 1993

2000 t0 4000 MT watermelons
500 to 1000 MT melons

4300 10 6500 MT grupes

600 10 1200 MT [igs

730 w 1500 MT guava

500 w 1000 MT bananas

650 to 1300 MT lemons

September 1993 through December 1993

4000 to 6000 MT shamouti oranges
1100 to 2200 MT grapefruit
2100 to 4300 MT potatoes

USAID specified that if any of the above targets couid not he met, the Grantee was 10
provide A.I.D. with an explanation as (o why the levels were not achievable.

KAI was to help A.L.1)., through written reports, to better understand the constraints aud
opportunities that exist in exporting produce from the Occupied Territuries.

Four written reports were [0 be submitied by specified dates. They were to provide
specific information and details (see below) on actions taken to start up thc grant;
ohstacles encountered In implementation, how they were overcome, further anticipated
obstacles and how they would be addressed; financial data detailing expenditures; and an
analysis of progress owards achievement of the export targets listed above,

Details 10 be contained in the reports to USAID include:

(1)  data on the volumc, the price, delivery cost broken down by element and the
name, address, tclephone number and FAX number of each producer and of each
buyer for cach product sold and for each shipment;

(2)  description of each constraint encountered in facilitating sales arrangements
between suppliers and buyers, or weaknesses in the system (collection, packages,
transportation) and experience in satisfying Israeli export and country-ol-import
regulations;

(3)  analysis of the most viable products for export and of the most promising
markets; and

ez
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recommendations on how to improve and strengthen Palestifiaf ‘markcting
capabilities such as addressing input requirements, improving credit mechanisms.

The KAT Proposal included a Program Development scheme and a section on objectives and
results. The proposal contains the following timetahle;

1,

Within three months of an agreement tn proceed KAT wonid have established
appropriate markets and would have had sufficient eontact with buyers to be in
the process of consummating specific sales, discussions with Israeli officials
would have overcome impediments and all arrangements for shipping would have
been arrauged.

Within six months of an agreement to proceed actual sales would have been
consummated.

Within ninc months of an agrcement to procecd markcting and sales activities
would continue and accelerate. A direct result of interaction betwcen produce,
marketing and sales representatives would lead to upgrading and fucilitating
expansion of production to meet the market.

Within twelve months of an agreement to proceed marketing and sales activities
would continue to accelerate with an addition of accelerated process of joint
ventures and technology transfer. ‘The potential for investment due to appropriate
structuring, development and expansion of facilities will increase pressure on the
growing markets. The growing markers and sales will creare new and positive
resources for growth.

Within the above tmeframes KAI would:

n
@
3
@
®

()
(M

"Develop a.plan o export produce from the West Bank and Gaza;

Establish markets and create sales for their produce;

Assist the farmers in improving the quality of produce by contact with buyers;
Improve the system of collecting produce;

Improve the packaging facilities by buyer specification and, in some cases,
providing packaging;

Overcome transportation problems:

Overvoute vther impediments;

cos

A

2l



11733793 10184 CCOPERS & LYBRAMD « 703 247 8410 MO, 220
w vde, 1 ' Y ) ¢ RS

(8)  Proceed with immediatc salcs and provide for longer term results; ™

(9)  Encourage production and marketing of products other than fresh produce;
(10) Create more jobs and income; and

(11) Dxpand the agriculture industry.”

KAI cxplained that it intended to meet the above objectives thrnugh its. approach of visiting and
having direct contact with potential buyers and markets. KAI stated in its proposal that, uy
production in the West Bank and Gaza Strip is specialized and relatively small, niche murkets
would be sought and adjustments in export produets could be made from season tw season as a
result of the dialogue between buyer and producer. By utilizing major and reliable fmporters
KAI would "be able to negotiate the cost of transportation and, as it stated, KAI could take the
problem of transport off the hands of the peaple in the West Bank and Guca.” KAI stated that
the Palestinians would receive the going market price for its pruduce "just like everyone else”,
and that it would "change from 100% consignment 10 miuium payments and advances for the
produce shipped to the markets,”

. Statement of Wark

Tk Contractor will submit a report that addrcsscs the following questions and includes the
following infonmation:

1. s KAI adequately and appropriately staffed in Washington and in the West Bank and
Gaza Strip to achicvc grant objectives?

2.  What arc the Grantee accomplishments and failures in facilitating sales arrangements
between suppliers in the WB/G and buyers in the UInited States, Europe, the Middle East
and Japan?

3. Provide all relevant information collected from interviews witli buyers from at least three
countries in Europe, one in the Middle East, and two in North America including:

a. nature of initial contact
b. problems encountered in the initial shipments
c.  how transactons differed from standard practices

d. buyer’s anticipated future transactions with WB/G:

- has or will the buyer import the same produce during the next growing
season? If so, trom where?

ros
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o has or will the importer consider iaporting produce from th West Bank
or Gaza Strip other than the kind of produce already Luported?

- from what other regions or countries does the buyer currently import the
same produce as imported from the Occupled Tetritories?

- what comparison can be drawn between produce from the Occupied
Territorics and from other countrics?

- what was KAI's role in the transaction? was it typical of the role a broker
would play in such transactions? is the role that KAI played necessary for
future transactions?

Present the results of interviews with selected firms (to be chosen from among the list
in item 3 above) in Europe, Middle East and North America that chose not to import
through KAl to determine the following:

a How did the initial contact with KAT originate?

b. Had the buyer recently imported similar or the same kind of produce that was

offered by KAI? If so, from where?

<. Why was the {inal deal not consununated? E.g., Shipping dates not suitable? No
sample shipment for comparison with other suppliers? Inability to obtain proper
documentation? disagrecment on price/payment? other?

d. Would the buyer consider trying again to import produce from the Occupied
Territories? If so, under what conditions? If not, why not?

resent the result of intcrviews with all individuals, cooperatives or export firms that
have actually sold to KAI or exported produce through KAI. Information presented will
include the following:

a. Hazd the grower, cooperative or exporter previously exported produce outside the
Occupied Territories prior to using KAI? If so, through what organization? How
had payment been made? How many shipments over how many years? To what
countries? Was the grower or cooperative required to undertake measures to
ensure quality control of the produce? Who did the packaging? Who arranged
transportation?

b.  If the grower or cooperative had not exported previously, bow was contact wade
with KAI?

c. What has been the expericnce of dircct exporicrs who have either tried to export
unnssisted or who have enguged the services of a broker or other entity? For
example, what are the differences in modes of operation, procedures, and benefits

ca?
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w the supplier between exporting through KAI and exporting”thifough other
proviously-tried mechanisms? ,

d.  Provide other relevant information about the Palestinian exporters, Could they
have obtained aud pald for the services provided from other sources? Would the
supplier be willing to pay for KAl-like scrviccs? What are the perceived benefits
of und any problems with the suppost provided?

Tu what extent are bridge financing and availability of credit constraints? How are other
exporters addressing these constraints? What impact, if any, does providing bridging
funds to KAI exporters under this Grant have on other exporters?

To what extent did the Grantee mest the export targets specitied in the Girant Agreement?

The Grant Agresment specifies that KAl will advise suppliers on the appropriate ways
to collect, package, and transport produce. What kind of technical assistance or advice
did KAl provide to growers, cooperatives or exporters? What are the indicators of
success?

What is the evidence that the Grantee assured that suppliers were able to satisfy Israceli
export regulatinns? e

Have there been any changes in GOI rexulations and controls and, if so, what is the
evidence that KAI contributed towards changes that facilitated cxportation?

What indications are there that private individuals not directly associated with this
program have been able to export produce using the "openings” pioneered by KAI?

What sustainable benefits has the Grant produced for Palestinian exporters? For
cxample, what actions has the Grantee taken to assure that, in its absence or upon
termination of this Crant, Palestinian individuals, firms, or cooperatives that have used
KAl secvices and other potential Palestinian exporters understand procedures, regulations,
requircments and can export their produce in a timely manner?  What working
arrapgements have been put in place with the Israeli authorities to minimize delays? What
systems have been established? What information (written or other) 1S now available w
exporters that previously was missing?

What lessons are there for USAID {n its management of this activity and the planning
and management of future export-promotion activities in particular?

Conid the grant beneflt from better coordination with other A.I.D. grantees such as
ACD! (CDP) and ANERA aud if so how?

Review reports received to date from KAI to assess their completeness and to provide
suggestions on how they might be improved.

"]

M V

3,



11723-93 10196 COOPERS L LYBRAMD = 703 247 @110 MO, 228
. s .-

-

This Scope of Work states the purpose and objectives of this evaluation and the specific Lypes
of information and data to be collectsd. It also summarizes the outcomes and results sections
of the Grant Agreement and the Unsolicited Proposal. These two references are critical to thix
Scope of Work and the Contractor will address all ftems in them, guided by the questions in
Section IlI. However, the specific methodology used to ohtain the data and perform thiy
svaluation will be cetarmined by the evaluatorr in consultation with A.1.D. NE'ME/WRBG
officers. The Contractor will develop intarview questionnaires for the different category
of interviewees: o.g., buyers, suppliers, and will propose a sampling technique which will
:: de::ribed in the final report. The following sectlon suggests tusks uud Lypes of contacts to
made,

V. Tasks
A.  Ereparaton (appruximaiely 4 person days)

Review all records and files in the NE/ME/WBG office and in KAI's Washington office;
interview individuals in Washington including the economics officer in rlie Israeli
Embussy and the ACDI representative.

B.  Imerviews and sitc visila (approximately 44 person days)

Intervicw program buyers and sellers in Europe, North America and the Middle East as
follows:

(1) 1LS.: Philadelphia (strawberry export), New York, clty/citles in Canada tv be
named (telephone interviews or site visits - 1.2 days). If travel Is involved, the trade
specialist or the marketing specialist will conduct these interviews.

(2) Qverseas: ‘I'ravel will he required to Burope: Copenhagen (2 days), London (2
days), Brussels or Rotterdam (1 day). Travel will enwil only one specialist per city.
The specialist may he either the niarketing spevialist or the trade specialist/agricultural
economist. The final selection of Buropean cities to be visitcd will be made in
consultation with KAI and, if necessary, after follow up comumunication with the buyers.

Middle Bast: the West Bank and the Gaza Strip, Israel (37 person days) and Amman
and/or Cairv (1-2 days). Both thc tradc specialist/agricultural economist and the
marketing specialist will travel to the West Bank and Caza Strip. The Palestinian
agronomist/horticulturalist will work with the team in the West Bank and the (a7a Strip
and in Isracl as appropriate. Travel to Cairo and Ammen will be hy one of the two
international specialists.

The purpose of the stops in Amman and Cairo will be 10 ascerrain what KAI Las done in those
two locations to facilitate the transit of Palestinian produce through Jordanian or Cgyptian

ce9
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airporis. In Egypt, the Contractor will assess ubstacles to Cazan exporters usé 8f Egyptian air
transportation and KAI progress in removiny any impediments. In Amman, the Contractor will
assess KAl progress in identifying freiyht forwarders for air and land transportation to the Waest
and East.

In the event that the Contractor encouiiers difflculties in obtaining information from international
buyers/brokers, A.LD. will request KAI assistance, to tho oxtent required and feasible, in
providing entre for these cuntacts.

(3) In countries where Palestinian export produce has been sold, it may be appropriate
to scek interviews with cconomics officers in American Embassies in order to obtzin
general market statistics. )

(4) The contractor will make every attsmpt to hold discuations with the Civil

" Administration (CIVAD) officials who are responsible for agricultural production and
marketing data in order to obtain whatsver information they may provide and to discuss
with *hosc responsible for tax, tariff and security issuex and procedures related to the
cxport of produce from the West Bank and Gaza Strip.

(5) Interview all individuals, conperatives or export flrms that Luve actually sold to KAI
or exported produce through KA. .

C.  Briefings and Finalizing Report (approximately 6 days).

V.  Personuel and Level of Effort
‘This evaluation will reqixirc up (v 55 person days as follows:

Marketing Specialist: 25 days
Trade SpecialisUAgricultural Economist*: 23 days
Agronomist/Horticultural Specialist (Palestinian): 7 days (West Bank and Gaza
Strip)
The Palestinian specialist should be familiar with extension-type services available in tic West
Bank and the Gaza Strip, should be gble to communicate comfortably with funwcrs/producers

and b able to ossess the effective transter of technology. This individual will, for example,
what impact the Grantee had on affecting changes in cultivadon or growing techniques.

# This position may be filled by twa individuals.

Six day work weeks are avthorized for inwrnational specialists.
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The Cuntractor is responsible for sll logistical support. for the evaluation texm and contracting
arrangements with any Palestinian team member/s. Paléstinian team member/s must be
approved by AID/W and by the AAO, ,

Office space, fransportation (vekicle, chouffeur, etc.), word processing, transladon/interpreting,
typing, printing and similar services will not e provided by AID. ‘I'eam members are advised
to carry with them their own word processing equipment. ‘Ihe Contractor is authorized to use
funds provided in this task order to secure adequate word processing and micro-computer
support and to hire services as required.

VII. Daliverables

A.  The team will be responsinle for producing an evaluution report that addresses the
questions and provides the information presented in 7his scope of work and that is acceptable to
A.LD. Seven days prior 10 departure, the evaluaiiou team will present a detailed oral bricfing
and an annotated outline of the evaluation repurt ! ; the A.L.D. Affairs Officers, who will provide
the evaluation team with comments on the outiine. DBased on thcse comments and prior to
deparmre, the evaluation leam will provide one copy cach of the draft evaluation report to.the
A.LD. Affairs Officers In Jerusalem and Tet Aviv,

Upon its return to Washington, and one weck prior to the scheduled briefings it. Washington,
the cwn will present five copics of the same draft to the A.I.D. Project Officer and to KAl
A.LD. will provide commcnts and input within two weeks of the oral briefing. The written
comments will represent the coordinated views of A.I.D. Affairs Gfficers and KAl. Upon
reccipt of the writicn commients, the Contractor, in the persoa of the t2am leader, will work up
to five days to finalize the evalustion document acceptable to A.1.D. ‘I'he Ciontractor will submit
ten copics of the final report to the A.1.D. Project Officer not Joter than two weeks after the
Contractor has received the written comments from A.I.D.

Contractor will provide A.1.D./W with a disc containing the text of the report in WordPerfest
S.0or 5.1. The format for the report should conform to the folluwing guidelincs and will
contain the following sections:

1.
2.

3.

Rasic Fvaluation Sheet, part 2 (une puge)

Executive Summary (3-5 payges, single-spaced)

Conteats/Main Text (Maximum 50 pagtl:s single-spaced)

Describc bricfly the context in which the program was developed and
implemented. The report will provide nvidence and analysis which form the basis

for conclusions and recommendations. The evaluators will clearly distinguish
between their findings and thieir conclusions and the recommendations that follow.,

\"7
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Appendices may Include additional supporting analyses and dats,

4, A short and succinct statement of cnncluolo'm and recommendations that are
mucually supporting. When possible, recommendations ahould indicate who
should wke resporwibilily and when (ot the recommended action,

5. Appendices will include the following:

a. Evaluation scope of work

b. Dexcription of the methodology used in the evaluation
¢ Dibllography of documsnts consulted

d. gn of persons contacted/interviewed

e ther

B.  Thetoam will be responsible f5r preparing 8 Pruject Evalustion Summary (P.E.S.) using
USAID form 1330.5 pages and completing pages 2,3, and 4. The Contractor will provide a disc
in WordPerfect 5.0 or S.1 for the text of the PES. A copy of form ATD 1330-5 iy attachad to

this scope of work.

VII. Expected Period of Performance

It is expected that the International consultants (Peter Boone and Ophelia Yeung) witl begin
preparatory work in Washington, D.C. on or sbout November 22, 1993. Travel Is expected 0
begin on or ahout November 29. 1993 and be completed on or about December 20, 1993, All

work is expected to be completed by January 31, 1994,

vil. Estimated Budget

Pleasc sec attached.

Anproval:
Wkl MR
Jasph Matechak, PRE/EM Date !
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COMPLEX

is a highly diversified
group committed to the solution of the complex
problems which must be solved by the private sector
and governments, by organizations and individuals.

KAI knows that a single discipline can neither
define nor solve complex problems. Most problems
are a combination of several elements, each of
which must be clearly identified before solutions can
be devised.

KAI recognizes each problem is unique. Our clients
will not receive prepackaged solutions.

KAI assigns to each discipline its proper task and
priority. This results in maximum effectiveness and
minimum cost.

KAI problem-solving does not stop with a blueprint
for action. We work with our clients and
their staffs from analysis and recommendations to
implementation.

KAI provides for a transfer of knowledge and
capability to our client so that he can solve similar
problems without being dependent on consultancy.

KAI guarantees all business will be confidential.
Our clients do not risk harmful disclosure.

KAI multi-service problem solving is possible
because of our comprehensive capability. Not
committed to any single discipline, we design the
solution that will d~ the job, never proposing a
solution to fit limit ° ‘apability.

KAI offers unique qualificatior: > on both sides of the
Atlantic that, when combined, result in a more
stable and economically feasible solution than
either community may produce for itself.
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I. OPENING STATEMENT

KA! has been respongible for at least 17,000 tons of produce, valued at $3.5
million, exported from Gaza and the West Bank since the beginning of the grant
riod. The AID evaluation team identified only a portion of the total value,
7,980. Why? The evaluation team did not understand the underlying J)urpose
of the grant and developed a methodology that missed the full scope an

achievements of this project.

KATI's involvement has ranged from lobbying for improved treatment of
Palestinian produce at departure points such as the Allenby Bridge, Ashdod and
Lod, to soliciting importers in the international markets to providing on-the-job
training to farmers in demonstration ex%ort projects. Achievements have
occured in an environment constrained by impediments as noted in the
Grantee’s proposal and also by impediments unforeseen at the start including
the boarder closures, the severe 1992/3 winter in the West Bank which
destroyed and/or damaged the 1993 winter, spring and summer crops. The
pg.gce p;gcess has, ironically, also created new impediments that must be
addressed.

KAI's approach to developing export activity in Gaza and the West Bank aims
at laying a foundation that can be futher developed and built upon in the years
to come. Their approach can be summed up as follows:

Solve impediments that impact all agricultural export from Gaza and the

West Bank. Action taken ranges from solving transport problems to

}_obbying successfully for grants and loan programs for Palestinian
armers.

Generate demand for Gaza and West Bank produce by soliciting
importers in the international market.

Liaison between the international market and Gaza and West Bank
producers, whenever necessary, to facilitate contact and meetings
between buyers and sellers, negotiations and movement of produce.

Transfer know-how to individual farmers and cooperatives (that
represent hundreds of farmers) through demonstration exporltc&rojects
that involve hands-on experience and on-the-job training. Skills
transferred range from appropriate picking methods for export quality
produce, to correct packing techniques and materials, to the use of
cooling and pre-cooling, to the complexities engendered by plane and
ship schedules for even those who have mastered all other aspects.
Benefits accrue to the participant at the time as well as to others in the
area by providing on-going examples of the export process.

Demonstrate to AID the requirements of private sector projects.



KAI has undertaken extensive export-related tasks to bring their achievements

about,

Tasks undertaken to establish markets and facilitate sales:

0

Direct contact with European, North American and Gulf Siate
importers to solicit interest in Gaza and the West Bank as 4 new, viable
source of produce.

On-going work with the European, North American importers to

maintain interest and, most importantly, to estahlish importer

{’evquirgmeknts for active import programs for produce from Gaza and the
est Barik.

It is KAI's primary premise that without active importer interest, all
other means of preparation and readiness will not lead to results.
Satisfying actual importers’ requirements and specifications is the key to
success in trade and the experience of responding directly to them is an
excellent teacher. This cannot be achieved in a classroom.

Farmers have been given the chance both to actively undertake export
within the guidelines of importer specifications as well as to plan to
accommodate specifications that they currently cannot meet.

Direct on-going work with Gaza and the West Bank suppliers and
producers to identify who is interested in pursuing export.

Working with farmers who have a particularly strong interest at the time
provides benefits to far more than the one farmer. In one small example,
a farmer who had just been assisted to export for the first time showed
up on the first day another farmer was starting, to offer encouragement.
In the larger perspective, success of one is quickly noted throughout
Gaza and the West Bank and is a source of general enthusiasm and
optimism.

Direct on-going work with Gaza and the West Bank suppliers and
groducers who are interested in export to establish their requirements
or export with respect to the terms of trade.

Direct on-going work with both the foreign importers and potential
Palestinian ex?orters to convey and negotiate the respective
requirements for trade (i.e., terms of trade) and provide interpretation of
needs and requirements where it is helpful in bringing the two parties
closer to agreement. There is a wide gap in the respective requirements
and this is a major impediment to trade.

It is clear from comments and actions that on-going exposure to the
terms of trade of the world produce market is invaluable to the
producers: Attitudes and practices may take time to change, but do so
faster when exposed to market realities and real time pressures. KAI
has made sure this exposure is not conceptual but is transmitted directly
from the foreign importers that actively want the Palestinian produce.



Tasks undertaken to overcome Impediments:

1]

On-going pressure on organizations and government
agencies/authorities that have the ability to provide funds to vvercome S
the initial hurdle that the gap in the terms of trade represents, A AR

The outcome was that the Israeli government set up a grant program and
a loan program for Palestinian farmers. The EC adjusted its loan
program to accommodate particular needs of agricultural applicants. As
these programs all have specifics that do not make them universally
applicable to all situations and have limited funds, KAI also worked to
encourage a United States-sponsored program,

Credit grograms are particularly important to put into place now because

as the Palestinian producers begin to participate in the international
market practices, it is the credit programs that will provide the resources
with which to do so.

On-going interaction with Israeli and Palestinian agencies and

authorities to ease procedural constraints on produce export from the
Territories. This activity has taken a more urgent role since the Peace
Accord, as the issue of movement of produce must be addressed in Taba,
Cairo and Paris talks. KAI is in constant communication with Israeli and
Palestinian representatives to these talks.

e4(0
On-going solutions to the problem of creating free trade by challenging Nt
the monopoly buyer in Gaza and the West Bank.

On-going solutions to other impediments such as the lack of properly
printed documents for West Bank producers to claim favored duty status
in the EC. This was discovered during the grapes shipments in the
summer and corrected through KAI involvement so that eggplant
producers could respond quickly to the spot market in the EC in early
winter.

A recent impediment that just emerged in December, ironically from the

litical changes, is the halt of tomatoes from Gaza and the West Bank
into the United States. The United States Agricultural Department does
not now recognize the phytosanitary certificate issued in the Territories
as legitimate, as there is no country, but does not allow Territory
produce to enter this country under Israeli certification. KAI is working
to correct this situation.

Other impediments solved included halting Agrexco’s negative
intervention with licenses needed to transport produce from Gaza and
the West Bank to the airport and port, halting abusive handling of
produce at security check point, and reducing time required to be at
security check points.

On-going financial analysis of the potential of all export activity



that takes place to make sure that after the initial shipments are made,
however accomplished (i.e. whether the farmer was willing to ship at a
tential risk or whether supported by government funds), long-term
nancial profitability is possible.

S?i irllrixents are never encouraged without assessing market-based
viability.

On-going negotiation with the airline and shipping companies to

obtain the best rates. A system was set up so that any shipment from
Gaza and the West Bank is treated as if from one producer, thereby
maximizing the total tonnage shipped from the "one" producer. In this
way, even small, first-time shipments receive rate and service available
to established, large customers.

Tasks to provide hands-on, on-the-job training and assisiauce in the process
of supply:

0

On-going provision of technical assistance required in order for export
to proceed. For example, in the case of export of melons and seedless
grapes from the West Bank, KAI hired a Palestinian technical expert to
train the farmers and their laborers in the correct picking, quality, and
packing for export.

This was in addition to KAI’s agronomist in the West Bank who was also
in the field to train and supervise. Supervision was constant throughout
the picking and packing activity.

KAI advises on, and worked with producers to find ways to implement,
cooling and pre-cooling at harvest, temperature control for transport,
appropriate color at harvest given transport length and conditions,
quality control, varying pallet height depending on size of plane or if by
sea, and adjustments at every step to accommodate plane and ship
schedules. Guidance is also given on more minor but necessary items
such as phytosanitary documents and certificates of origin that
accompany produce to foreign markets.

The expertise acquired by the farmers in one season will be used to their
advantage in the next season.

On-going provision of other assistance required in order for export

to proceed. In one example, KAI was able to persuade an importer
interested in seedless grapes to provide packaging materials to a farmer
who was not prepared to make the up-front investment.

In another example, KAI paid for cartons for eggplant in such a way as

to also allow the farmers to establish credit with the carton manufacturer

by withdrawing the cartons as needed and repaying the factory. In still
another example, KAI paid for packaging materials as a means to bypass
reluctance on the part of supplier to risk this investment.

Detailed input into export manual prepared by the EC for producers
in Gaza and the West Bank.



II. RESPONSE TO THE EVALUATION
A. Areas of Agreement

Thie AID evaluation team provided some insightful and accurate observations on several key
points,

Regarding KAI's work directly with importers:

1. "A[n]..impact was the enthusiasm generated in suppliers with whom the
Grantee...worked."

2. "Overall, the biggest advantage of exporting through KAI for.. two Coops [Beit Lahia and

Deir Belah in Gaza] at Eresent is to experiment with exporting chanaels other than

Agrexco. Neither one has exported outside of Agrexco during the previous and the current

crop season other than through the Grantee. Thus,....those shipments have important

jzg'mbolic value, and might have rekindled interest in finding export channels outside of
grexco."

3. "....both Coops added that the Grantee was helpful ir expediting the process of moving
the produce through checkpoints and security checks at the port due to his connections
with the Israeli authorities."”

Regarding impacts of KAI's work on the larger Palestinian export community:

4. "[An]...impact that the Grantee has achieved is the direct contacts made by the Grantee
to actual and potential sellers on behalf of Palestinian growers"

5. "Most of these organizations [the European Community, Cooperatives Development
Program, Cooperation for Development and the Agricultural Departments in the West Bank
and Gaza] accelerated their export promotion programs over the past year. The evaluation
team feels that the Grantee is probably partially responsible for this increased interest."

Regarding impediments solved by KAI:

6. "...KAI and associates have worked with the Jericho Chamber of Commerce to print the
first EUR-1 [eligibility form needed for favored status duty rates in the EC] for produce
entering the EC, certifying that their origin is the West Bank instead of Israel. Considering
that all previous exports to the EC had utilized Israeli forms [which does not allow for
favored duty status], that can be viewed as a significant step in facilitating future direct
export of produce to the EC from the West Bank."

7. "...such positive intervention [trouble shooting in the area of security arrangements and
facilitation of transport] has resulted in establishing precedents that will benefit direct
export trancactions."

Regarding AID’s experience administering a private sector project:

8. "The evaluation team senses that the two different parties [AID and the Grantee] are
coming from fairly different "corporate cultures". On the other hand, the Grantee had never
worked a project or grant with AID before. Most of the Grantee’s background has been in
international private business. On the other hand, many of the AID Grant officers working
on the grant had not previously worked with private companies in the grants and projects.



Regarding an overall observation:

9. "The level of exports achieved is an indication that the magnitude of constraints to
exporting may be greater than was originally thought during program design. The
evaluation team is of the opinion that constraints in the areas of quality improvement,
packing and grading techniques, production cost reductions, and access to market
information are formidable and probably need to be addressed over the longer term if
USAID’s export assistance is to have an important impact in Gaza and the West Bank."

B. Areas of Errors and Disagreement

KAI is concerned that many conclusions, implications and statements are misleading at best
as the evaluation report contains numerous instances of factual error and errors in
assumptions.

Examples of KAI's concerns by both topic and line item are as follows:

1. The evaluation r=port states: "The underlying assumptions of the proposal were that good
quality surplus production was available for export and higher-value commercial markets
were available in Europe and North America, provided a few constraints could be lifted.
These constraints related mainly to security, transport, and monopoly pricing and buying
practices."

There are two inaccuracies here.

This description completely ignores KAI's emphasis on direct marketing of Palestinian
produce in foreign markets and demonstration export activity as key elements to generating
trade, as well as on solving impediments. Without acknowledgement of this three-pronged
approach, the descrigltion does not adequately or accurately portray the complexity of the
approach. Without fully understanding the project, the question remains whether an-
accurate evaluation can be performed.

This description also includes a constraint never mentioned at all in KAI's proposal. The
avaluation team has taken KAI’s reference to the problem of low market prices for
Palestinian produce and concluded: "Although there is no explicit reference to Agrexco in
this case, the evaluation team is reasonably ceriain that this was a veiled reference to
Agr;xco’s buying practices.” In fact, KAI was referring to prices received in the European
market.

The evaluators were incorrect in their interpretations anc thus incorrect in claiming to
understand the underlying issues in the proposal.

2. The evaluation rts states: "The Grantee has assisted in the export of some 53.8 tons
through December 1993 ..... " and thus "the implementation of actual exporting has proved to
be quite constrained, and as a result not been very effective.”

This tonnage figure shown is incorrect and therefore this conclusion and several related
conclusions are incorrect.

KAI has assisted in, or has been responsible for, export of at least 17,000 tons since the
beginning of the grant period as reported in KAI’s written reports. (Once general export
interest and activity has been generated or facilitated, it is difficult to measure precisely the




exact results.) KAI's approach in this &roject is to solve impediments that impact
agricultural export from Gaza and the West Bank, generate demand for gll produce from
these areas by soliciting importers in the international market, as well as to directly assist
some farmers to export to provide hands-on experlence for the participant and examples of
the export process to all others in the area. Therefore, the most accurate representation of
the results of KAI’s work includes exports that result from all aspects of their approach. The
evaluators use numbers that reflect only one aspect of KAI's approach.

As the Grant period has not ended and export activity since October in Gaza and the West
Bank has not yet beon officially reported, final figures for the grant period are not yet
available. Any comparison to target figures is pre-mature. Thus, the ratio of .12% calculated
from inaccurate tonnage figures compared to total target figures is incorrect. To date, but

not final, the ratio is 40%. This ratio has been achieved even with boarder closures, a harsh
winter that destroged much of the crops last season and a three-month delay in
implementation of the project.

Since the tonnage figure used by the evaluation team is inaccurate, the dollar value assigned
to it ($58,000) 1s inaccurately used. That is, to date the value of the produce that KAI
assisted in, or has been responsible for, export is approximately $3,500,000. It is this figure
that is to be compared, if at all, to the financial cost of the project to date of $563,000 in
USAID cash grant disbursements,

Further, there is no explanation given and there is no apparent reason for examining
revenue received by suppliers, less any subsidy used (which is how the evaluators arrived at
$7,980.) As discussed more fully in Point 4, below, the use of agricultural subsidies is
universal and, in any case, most appropriately and effectively used in start-up situations.
KAI specifically evaluates each transaction (potential and actual) to avoid long-term
dependence on government funds.

Finally, there are errors in the evaluation team’s listing of the individual produce items
(Table 4.4) in demonstration exports with direct KAI assistance, thus providing an erroneous
total. Eggplant is reported as valued at $240 per ton. It was $530 at the time and the farmer
has a letter stating that. By the date that the evaluation team interviewed one eggplant
farmer, more than 13 tons of eggplant had been exported by that farmer. More than 30 tons
had been e:})orted by other farmers. Table 4.2 erroneously refers to the demonstration
exports as all produce received by importers under this grant and implies the fuil grant
period. Even if it were correctly labeled as demonstration exports with KAI direct
assistance, there are omissions. Further, five additional importers have received produce
since this chart was made,

3. The evaluation report assumes KAI's role during the grant period to be a broker. The
report refers to "the approach..used by the Grantee in facilitating exports i.e., direct buying
and handling.. [and]....brokering..". ~

This is inaccurate.

The reference to both brokering, as well as the reference to buying and handling, is
incorrect. Not only did KAI never propose that we would take on such a role, KAI did not
proceed on that basis.

KAI did intend to act as liaison between the producers and foreign importers, whenever
necessary, to facilitate contact, negotiations, movement of produce and on-the-job training
through demonstration irojects. This is not a role that has been actively taken by anyone in
Gaza and the West Bank and is not easily described.



Proceeding on the incorrect assumption that KAl is a broker, the evaluation team

interviewed Palestinian produce suppliers. Six of the nine pre-set questions in each interview
focus'd on KAI's "role” as broker and the use of brokers or intermediaries in general. The

evaluation team concluded from this line of questions that the Palestinian suppliers’

?crc tion of KAI's role was, indeed, that of a broker. This appears to be a case of a self-
ulfilling prophecy.

Further, out of such a line of questions comes the following erroneous statements by the AID
evaluators:

"KAI has been...reluctant to guarantee prices."

“The reluctance of KAI to guarantee price and payment to the farmers has been expressed by
several growers and exporters as an obstacle to export through KAL"

"Thus, they [growers] often demand terms similar to those currently offered by Agrexco, i.e.,
i(\issz,lred sales and guaranteed prices, which in many cases could not be offered by the
saitee." -

These statements are at best misleading and are fundamentally incorrect about KAI'S role:
KALI is peither broker nor buyer nor importer. Instead, such statements accurately reflect
the prgducer's concerns regarding tlie risk of entering a new market and should be discussed
as such,

The real issue is that there is a wide gap between what the foreign market is willing to do and
what the farmers want. This is an impedimeni that requires on-going exposure to market

requirements, negotiations and experience. .
4. The evaluation report state that KAI's "...repo:(3 were not..complete since it (sic) lacked

details on the amount of subsidies required to complete each transaction..... The evaluation

team believes that it is important to reveal the amounts of subsidies used because iarge r

subsidies might indicate the lack of commercial viability of those transactions. "

This is a narrow focus and a misleading iuterpretation. The evaluators seem to be unaware
of world-wide agricuitural subsidies.

It is true that the amount of subsidies was not specified as it was not required by AID.

Regardless of what was required of us and regardless of the widespread use of subsidies, KAI
addressed the very issue of subsidies that the AID evaluators illustrate so narrowly. KAI
specified in detail in their reports the reasons why each transaction can be commerciall

viable in the near future, if in fact it wasn’t at the time. KAI also specified in detail why
})am'cular transactions did not provide adequate returns. As the reasons vary, so did the

evel of subsidy. However, based on our analysis, it is clear that a larger subsidy Jdoes not
correlate to a lower likelihood of commercial viability. It merely suggests reflects a certain
set of conditions in effect at the tim: of the transactions. It is the rutire of those conditions
and whetier they are amenable to change, not the size of the subs’d: .:at deterruines long-
term viability.

The evalvation team fails to note that the subsidies referred to—~t" - usi:d for seedless
grapes and melons--were not part of an established program. 1'-- .. circumstances at the
time of the shipments, XAI recognized that the use of graats we '« "« ;. ropriate to act as
start-up money. KAI lobbied for and achieved success in obta: - ;- . .- avants for these



farmers on a case-by-case bagis, This was the first time for such a use of Israeli government
funds in the West Bank. This program has now been formalized.

In addition to providing the analysis of commercial viability KAI certainly will, in the future,
report the size of any subsidies used.

5. Regarding KAI focus on the need for bridging finance, the evaluation report states that:
"Bridge financing... is currently available from several sources...from the EC and the Civil
Administration. The evaluation team has learned from prcducers, exporters and importers
that the primary issue is not lack of credit but the lack of guaranteed prices in the
consignment markets and the risks of loss. Thus what is demanded by the producers and the
exporters is not purely credit but price insurance or subsidies in case of a loss,"

This is misleading in the policy direction it implies.

It is true that producers and exporters demarid guaranteed prices, whether by government
subsidies or fixed market price. However, as the evaluators point out iater in the report
fixed price is not the practice in the international market and full subsidies are to be avoided.
As relationships are established between imYorter and exporter, some forms of market-
derived guarantees and set prices are possible.

Until such time as those relationships are ectablished, credit programs are particularly
important to put into place. As the Palestinian producers begin to participate in ths
in}tlertlllatiogal market practices, it is the credit programs that will provide the resources with
which to do so.

6. Regarding the Civil Administration’s credit system to provide export financing in Gaza
and the West Bank, "the evaluation team learned from the Civil Administration that since
funds can ong'l be borrowed directly by producers in Gaza dn the West Bank, KAI could not
access those funds on behalf of Palestinian producers."

The implication in this statement is fundamentally incorrect.

Under no circumstances should or would these funds be available to anyone else but the
Palestinian producers.

The evaluation team fails to mention that KAI was instrumental in bringing this credit

system into existence. At the beginning of 1993, KAI presented to the Israglis the possibility
at they contribute to the bridging fund solution, We convinced them that they should

participate in such a program, starting on be securing a policy decision at the top and setting

out for them how the program should work and be implemented.

We followed through from policy to implementation by participation in writing the
documents that passed the Knesset.

7. Regarding KAI’s provision of assistance in export demonstration projects, the evaluation
report states: "Packing boxes were provided by Mr. Teltsch [of KAI]. Picking, packing and
quality control were carried out in the [grape and melon] farms and were not supervised by
KALI or its associates to a large extent."”

These two statements are incorrect.
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KAI was able to persuade the UK importer who was to receive grapes to pay for the grape
cartons. In fact, he puchased enough quantity to supply the farmer this season and next.
Giora Teltsh of KAI made the local arrangements.

KAI arranged for very extensive supervision, KAI hired a Palestinian expert to work full

days throughout the picking, sorting, packing and quality control process to teach and

:;Jpervise @ laborers and the farmer. Our West Bank representative and agronomist was
S0 present.

Due to the tremendous effort put in by the farmers to undertake export for the first time,
which turned out to involve morning to night activity, it is true that "the two farmers were
not involved in arranging the transportation of their produce both their farm to the port and
freight forwarding.” This aspect of transfer of knowledge will certainly come whenever the
farmer is ready. :

Further to the issue of transportation arrangements: It is in this area that all producers have
shown the least interest in terms of involvement. Having asked specifically whether they
would like to be involved, KAI has received negative answers thus far.

The statement regarding lack of involvement is incorrect.

The evaluation report also states that "Beit Lahia and Dier El-Belah indicated that since the
two cooperatives were already familiar with the picking and packini techniques required for
produce export, they did not require much assistance from KAI in those areas,"”

The information gathered in the interviews can be misleading. For example, these
cooperatives certainly have long experience in picking and ?acking but they do not have
extensive experience in making adjustments in the timing of picking, color, etc. for different
and changing modes of transportation, destination, and importer requirements. KAI
provided detailed information about the conditions of transport, timing, etc. so that
appropriate adjustments were made discussed and made. Also, the cooperatives do not have
extensive ex})erience in responding quickly to importer request, in maintaining a consistently
hiﬁh level of quality for export no matter what the destination is, and adjusting work
schedules to accomodate plane schedules.

The evaluation report fails to acknowledge that there are technical and proc . ’.-=l issues that
involve KAI’s assistance beyond picking and packing.

The evaluators also failed to note that KAI did pay for the cartons for eggplant in such a way
as to also allow the farmers to establish credit with the carton manufacturer by withdrawing
the cartons as needed and repaying the factory. KAI paid for strawberry cartons used by
Beit Lahia as a means to bypass reluctance on the part of the supplier to risk this investment.

The evaluation report states that: ..."the transfer of technology and know-how was limited to
the five producers who exported through KAI. There is little evidence that other producers
in 3aza and the West Bank have learned from the process."

This is an unfounded opinion. It also ignores the purpose of a cooperative.
The evidence will continue to emerge with each sucessive season. Already other grape
farmers in the West Bank have inade their interest in export known because they have seen

the process take place. They will be able to use at least some of the same laborers (various
parts of the Jordan Valley have slightly different ripening schedules) who have now been
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trained. A pool of trained workers will emerge. Just as the grape farmer, who went through
export preparation first, showed up at the melon farmers farm to encourage him and offer
advice on the initial difficulties, so this will continue to happen as each farmer begins to
export.

Along these lines, the statement that "no substantial long-term employment imPact was
evident..." is misleading, as agriculture is seasonal and will exhibit growth with each
sucessive season.

A cooperative represents far more than one grower and supplier. It is there to serve all its
members, all of whom are farmers. The involvement of each coop then involves many farmers
who are picking and packing on schedule, with the right quality and color. It is misleading to
count the coops as a single supplier.

€. Kegarding management in KAI's Washington office:

A. "According to the organizational chart provided by KAI, the Grant program is staffed by
nine individuals in Washington..... The evaluation team deduced that KAI staff other than
Leo and Anita Kramer [are involved in other activities] instead of being actively involved in
marketing and other liaison activities. ...The evaluation team is in the view that while the
Washington office is heavily staffed with five specialized marketing personnel, their
contributions to the implementation of the Grant program are not very visible."

The statements here are false and therefore the conclusion is false.

The chart referred to was provided to AID, not to the evaluators, in April in response to an
AID staff member’s inquiry to clarify the gllacement within the project of certain people at
the time. It does not indicate who works full time or part time on the project. It does not
indicate the nature of the part time work, which for example in the case of at least three
persons was on a limited "as needed" basis over a limited period of time. At least two others
are part time on this project.

B. "The evaluation team was not able to confirm whether any of the marketing and sales staff
other than Leo and Anita Kramer were actively involved in export marketing under the
program. "

The implication of this statement is misleading at best.

The evaluation team would have had no trouble finding out that their assumption is incorrect
had they asked KAI about this subject.

9. Regarding KAI’s field staff:

A. "From the interviews it is apparent to the evaluation team that all three individuals
proposed by the Grantee have other responsibilities and therefore could not be intensively
involved in the implementation of the Grant program".

This is a fundamentally unfounded opinion.

For example, in the casr: of Adel Briegheet, it is due in large to the exposure to the
agricultural community nd growing conditions gained through his position in the
Agricultural Department (which occupies only part of his day) that he is extremely valuable
to this project. Beyond that, Mr. Briegheet’s experiise and competence is such that even a
few hours of his time would result in more effort and results than most full-time workers.

11



Mr, Briegheet has been instrumental in persuading farmers to enter the international market
on a cons gnmem basis, something that the evaluation report achnowledges is difficult, Mr.
Briegheet has the rare ability to see the bigger picture from both the West Bank and foreign
market perspective and function on a detailed level.

The evaluation team did not substantiate their opinion.

iB. I'-.Igiit?m Teltsch, the Israeli Facilitator proposed by the Grantee, is freight forwarder based
n a."

False,

10. "It has also been exgressed by several importers in Europe that communications between
exporters, importers and KAI could have been more direct had the KAI office been located in
Gaza and the West Bank, and/or in the European markets."

False.

According to the evaluators own interview data, only one importer expressed this view and
he only referred to Gaza and the West Bank. (This one Danish importer, by the way, has
continually offered to have his son take an active role in the Territories for this project as his
son has personal interests in Israel.)

The evaluation team failed to note that AID cannot provide funds for an office in the

Euro markets. The evaluation team also failed to note that KAI has a sister company in
London which has been a full participant in this project, the full cost of which is incurred by
KAI and is not reimbursed by AID.

KAI does however agree with the proposal that an official Grantee office in Gaza and/or West
Bank is now appropriate. We proposed this as a new item in our fax of September 19, 1993,
and intend to include it again in our proposal that will be submitted shortly.

11. Regarding financial management:

A. "The estimated total cost of the Grant Program.... was $1.19 million of which the Grantee
and other donors were expect to contribute $584,500...the Grantee allocation and other
donors contribution amounted to 50 percent of program costs."

The implication in this description is fundamentally incorrect. There have been no other
donors during the course of this project.

B. "After the revised Grant allocation of $694,500, the Grantee....contribution requirement

remained $594,500, which meant that the non-USAID contribution requirement dropped to
46 percent of program costs."

False.

The math shows a lack of understanding of the original intent of sharing costs and a lack of
understanding of the intent, administration and use of the additional $100,000.

The additional $100,000 is almost exclusively a pass-through. These funds provide for the
trips of 10 Palestinians to the Produce Convention and reimbursements to farmers for the
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costs of samples, Further, it is very likely that the $50,000 allocated for the sample fund will
not be fully used due to severe restrictions set by AID.

The $594,500 are for direct KAI costs (staff salaries, telephone, fax, etc.) incurred in the
course of undertaking the project.

12. Regarding interaction between KAI and AID:

A "..29 te oral or written requests had been directed from the Grantee to AID [during

the course of the project]. The...evaluation team has observed that...(19) of these requests

i;‘wolve submissions for additional funding from AID beyond the level approved in the Grant
greement.

False.

The 29 items referred to by the AID evaluators include only 10 requests. The balance, or 19
iﬂt]ems, are repeat requests for the same items or explanations that AID asked for to clarify
e requests. .

Of the 10 requests, only 6 are re%uests for additional funding beyond the level approved in
the Grant Agreement, 2 are for changes in the line items within the limits of the original
budget, and 2 are requests for an extension of time with no increase in budget.

B. The time spent dealing with..[the 29]..requests...a s to be aubstantial for.,AID...The
average time spent managing this Grant by USAID officers in charge have ranged from 25 to
60 percent.”

This is an unsutb:stantiated amount of time and correlation at best.

Given that it is 10 requests, not 29, that were made and only 6 are for additional funding, the
reason for AID’s expenditure of time remains unclear.



III. CLOSING STATEMENT

KAI acknowledges that there are accurate and insightful observations made by the
AID evaluation team. However, KAI is concerned that the overall evaluation is
impacted by a series of inaccurate and/or misleading statements. KAI is also
conserned that the evaluation team does not exhibit 2 comprehensive understanding of
the project. We believe that without fully addressing these concerns, many of the
conclusions of the evaluation report are not valid.

Addendum to follow.
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EVALUATION OF THE AGRICULTURAL
DEVELOPMENT AND EXPORT PROGRAM IN
GAZA AND THE WEST BANK

Prepared for:
USAID/NE/ME

KAI

COMPLEX

MANAGEMENT CONSULTANTS Washington e London

"Would you tell me, please, which
way I ought to go from here?”

"That depends a good deal on where
you want to get *o.”

— Alice’'s Adventures in Wonderland

.- Kramer Associates, Inc. 2100 MSTREET, N.W. WASHINGu:: O.C. 20037 # (202) 296-0230 o FAX (202) 206-6275 /
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COMPLEX

is a highly diversified
group committed to the solution of the complex
problems which must be solved by the private sector
and governments, by organizations and individuals.

KAI knows that a single discipline can neither
define nor solve complex problems, Most problems
are a combination of several clements, cach of
which must be clearly identified before solutions can
be devised.

KAI recognizes each problem is unique. Our clients
will not receive prepackaged solutions.

KAI assigns to cach discipline its proper task and
priority. This results in maximum cffectiveness and

minimum cost.

KAI problem-solving does not stop with a blueprint
for action. We work with our clients ana
their staffs from analysis and recommend.tions to
implementation.

KAI provides for a transfer of knowledge and
capability to our client so that he can solve similar
problems without being dependent on consultancy.

KAI guarantees all business will be confidential.
Our clients do not risk harmful disclosure.

KAI multi-service problem solving is possible
because of our comprehensive capability. Not
committed to any single discipline, we design the
solution that will do the job, never proposing a
solution to fit limited capability.

KAI offers unique qualifications on both sides of the
Atlantic that, when combined, result in a mnre
stable and economically feasible solution tlian
either community may produce for itself.
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ADDENDUM TO RESPONSE TO EVALUATION REPORT

1. Additional responses to pages 1i-47

1. "[There was] extensive focus [by the Grantee] on administrative constraints with
USAID, instead of solving problems to the best of their ability, within the resources
provided in the Grant Agreement,"

Unclear conclusion: One of the objectives of the Grant was to tlprovide AID with a
learning experience regarding private sector work, What constitutes an extensive
focus versus an appropriate focus.

2. "The Grant Agreement anticipated that ‘an evaluation of the effectiveness and
impact of the activity' would take place at the end of the Grant period."

Error: Not only did the evaluation not take place at the end of the grant but the
timing did not allow for the full impact of the season to be reviewed. The evaluation
took place at the beginning of the first full season of the grant period.

3. "Folr suppliers the questions focus on...the extent to which KAI provided quality
control..."

Error: KAI never proposed to provide quality control. Therefore the focus is
incorrect.

KALI did propose to undertake several tasks that are related to 3uahx, importer
requirements and standards. This is quite different than providing the quality control
mechanism during the picking and packing stages.

Regardless, KAI did provide actual quality control in the case of melons, grapes and
eggplant as this assistance was required in order for the export to proceed. KAI has
also devised and negotiated a plan for quality control for strawberries and tomatoes.

4. "...since the Grant Agreement was signed with an approximate three-month lag
from the original intended Grant start-up date of September 1, 1992, the evaluation
team felt it is was reasonable to appl?' a lag of three months to the export target
figures in the absence of any particular events that could have reasonably led to a
catching up in the three-month delay of start-up."

Incorrect conclusion: While adjustment is certainly required, the agricultural cycle
must be the basis for the adjustment. An entire season is lost when a start date is
missed, not jusi three months.

5. "Achievement of such export levels appears to be very optimistic for an
experimental Grant program in the first year of operation."”

Incomplete conclusion: If the e:gort levels appears to be very optimistic for the first
year, it is not that much longer after the foundation is laid that the export levels can be

achieved.



6. Unclear approach: If the evaluation team can list four problems with the target
export levels, why do they then proceed to analyze strictly in terms of the target
export levels? Observations, such as those made on the target levels, are commonly
incorporated in‘o the larger framework of an analytical process.

7. "The proposal did not explicitly identify or propose to change other constraints to
exporting such as quality impr~vement, packing and grading techniques, production
cost reductions, or access to market information. "

Unclear approach: It is unclear exactly what is being inferred or explained. Is it that
some of these items were listed in the KAI proposal but not specifically called
constraints? Is production cost reduction a universal problem or did the evaluators
observe problems in this area in Gaza and the West Bank?

8. "The Grantee’s proposal also did not attempt to address what is the baseline level of
exports and the percentage of the export market that it would be facilitating, nor did it
endeavor to accomplish this task during Grant implementation."

Unclear approach: It is unclear exactly what is being inferred or explained. Was KAI
asked to write this in the proposal and did not? This is not the case.

9. "In the more specific context of Grant program implementation, recent political
changes have not resulted in profound changes in the existing produce-exporter
relationship between Palestinian farmers and AGREXCO."

"In terms of the logistics of exporting directly through Israeli ports and airports, the
Peace Accord has not led to relaxation in security checks at the border or ai ports and

airports.”

Unclear assumptions: It is universally understood that changes would not appear
ovemight due to the signing of the Peace Accord. It is the very details of
iml})lementation that are being laboriously worked out in Taba, Cairo and Paris that
will bring about changes.

Most of the entire section is speculation.

10. "There 5:ontinue to be a dearth of Palestinian credit institutions to finance
agricultural investment."

Unclear approach: The existence of Palestinian credit institutions is not a function of
the grant. In any case, credit institutions will be funded by outside sourzes for quite a
long time until the economy is not only thriving by is stable.

11. "Access to overseas markets have not been increased by any new bilateral trade
agreements or political changes, ..."

Unclear approach: As there is no new country yet, much less a formal government, it
is unclear what this statement is meant to imply.
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12, "Under this program, the Agricultural Office will automatlcal‘l! d;ay Gaza farmers
$300 for each ton of tomatoes exported, whether through AGREXCO or not."

Error: The Agricultural Gffice has not paid anyone any funds under this program
even though over 200 tons of tomatoes have been exported (outside of Agrexco). The
system is new and is being worked out.

13, "The existing infrastructure for the production...of produce in Gaza and West
Bank is poor."

Unclear assumptions: Given the availability of water, packing houses, and high
technology, on what basis is the infrastructure for production deemed poor?

14, "In terms of business infrastructure, there is also a dearth of exporting
intermediaries...in Gaza and the West Bank."

Unclear oasis: As the evaluation report suggests that intermediaries are not sought
after r;or that useful in the long term in the export process, on what basis is the dearth
noted

15. "For those consignment sales, the importer typically reimbursed the
Grantee/producer for all exporting expenses incurred, including packing, cartons,
internal transportation, and freight forwarding."

Ervor: The importer does not reimburse the ¢, -antee/producer for internal
transportation or freight forwarding. This is bilicd to them separately. Further, the
importer does not reimburse the groducer for packing and carton costs as that is
assumed to be the costs paid for by the producer out of the proceeds received.

16. "Fixed prices are mostly offered verbally, but also occasionally through written
contracts.”

Error: A fixed price is never fixed unless it is written. Verbal "fixed" prices are only
price ideas.

17. "The three importers thought that the substandard qualig' of the produce they
received was probably the result of delays in shipment (could be security-related or due
to logistical problems) and the lack of quality control in the picking, sorting, and
packing process. "

Unfounded statements and speculation: The “substandard quality” in these cases was
not due in any way to the picking, sorti:g and packing process. It was not due to
security. All three cases could be termed logistical but not in any of the expected
ways. Each case was somewhat unique.
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18. "Pepino Frugt informed the evaluation team that the transportation costs for the
trial shipments of tomatoes were highe v than usual because most large commercial
shipments of tomatoes are transported by sea."

Misleading implication: Pepino received several pallets of tomatoes as a sample
shipment. Such size shipments always go by air. This was not a commercial shipment.

19. “...Proczcci are not interested in importing from Gaza and the West Bank because
they took the overripe conditions of the tomatoes they received in sample shipments as
an indication that those suppliers were not ready to export directly to Eurcpe."

Error: (See discussion under "Procacci” in Annex 3, below)

20. "The evaluation team interviewed eight importers who chose not to receive
commercial shipment of West Bank/Gaza produce through the Grantee."

Error: Of the eight importers referred to, six were not interested in seriously
pursuing Gaza and the West Bank as a new source of produce. This is quite different
than deciding not to receive a commercial shipment. A decision to ship or not comes
after interest in the new source is established.

21. "Only the two importers from the United IXingdom [of the eight] interviewed could
recall beirll(g contacted by the Grantee regarding importing produce from Gaza and the
West Bank."

Misleading implication: KAI has records of discussions with all importers contacted.
This statement infers the opposite.

22. "Sales to the EC were mostly by consignment. Payments were made to Beit Lahia
after the importer sold his products to retailers."” '

Error: KAI discussions with Beit Lahia indicate that their sales were not by
consignment.

23. "Both farmers [grape and melon] have exported the same produce directly to
Jordan in the past, mainly to the wholesale market. Apparently both have also
exported through AGREXCO. However, AGREXCO currently does not buy any
seeded grapes from the West Bank.

Erroneous and unclear statements: The farmers have not exported seedless grapes or
melons through Agrexco. The grapes exported with the assistance of KAI were
seedless so the reference to seeded grapes is unclear. Also, export to Jordan entails
vetr% dgfcerent picking and packing techniques for grapes and melons than for export
to the EC.

24, "One farmer exported 16 tons of grapes in 11 shipments, another farmer exported
a total of 8.3 tons of melons in two shipments, and a third farmer exported two tons of
eggplants, all to the U.K." '



Error: There were 10 shipments of grapes. There were three shipments of melons.
The eggplant farmer exported 11.9 tons by the time of the interview.

25. "According to those growers who have exported to Jordan, agents are usually
paid a six percent commission for receiving produce.... Those who have used an agent
in previous export to the EC have said that a five percent commission for marketing
and facilitating sales is commmon."

Error: Based on the evaluators own interview data, only one grower reported the
percentage commission for Jordan. Only one grower reported the percentage
commission for the EC and it was 4%.

26. "...target exports of 43,362.5 tons...(using mid-point target numbers and using the
targets set through August 1993)."

Error: Using the evaluators own methodology, the correct figure is 38,988 tons.

27. "Table 4.5...Tonnage Exported..Through December 1993."

Error: The table presents only exports assisted directly by KAI and excludes exports
facillitated by KAI through addressing impediments and securing interest in foreign
markets.

Error: If the table was accurately labeled to present exports directly assisted by KAI,
it excludes everything that was exported in December, 1993.

28. "In the absence of the Grant program, some percentage of the export valtic of the
crop (probably about 50 percent) could have
been obtained in local markets. "

Error: This is an assumption that can never be made as the relationship between the
local market and the foreign market fluctuates widely. Currently, there is an
overproduction of eggplant in the West Bank and the local prices are less than $100 a
ton while eggplant shipped to Europe can return $500 a ton.

29, "A second factor limiting the learning process was the fact that the Grantee by
admission had very limited background in the exporting of fresh produce. This fact by
definition confined the amount of technology transfer that could take place in the

area.'i picking, packing, quality control, and complying with export paperwork and
regulations.”

Error: This fact by definition has very little to with the approach taken. As detailed
in the "Response to The Evaluation", KAI hired experts to assist in these tasks when
needed and pressed importers to provide details on needs and specifications. (This, by
the way, includes documentation. Importers very carefully spelled out what
documents they need and what should appear on it.)



30. " the only other significant learning opportunity came from....participation in a
Producers’ Convention..."

Erroneous assumption: This assumption is based on exclusion of the information now
provided to them on the types of learning opportunities not previously noted (now
detailed in the "Response to the Evaluation” and the addendum).



II. Additional responses to Annexes

ANNEX 2: INTERVIEW QUESTIONNAIRE FOR GROWERS AND EXPORTERS

Interview #1: Fouquaha

The evaluation report states: "The farmer was paid by the Coop but wasn’t sure of the
source of funds (whether from the importer, by KAI, or Israeli sources.)"

Error: The farmer was not paid by the Coop. In fact, the farmer received a check
from the Israeli Government and a check from KAJ Certainly the checks had the
issuers’ names on them.

1b. "Picking and packing was not supervised by KAL"

Error: Picking and packing was supervised by Nawaf, who was hired by KAI. Nawaf
El Khadir was brought in specifically for this purpose.

1c. "Packing boxes were provided by Giora."

Error: No, they were paid for by the importer at the urging of KAI. Arrangements
for them were made by KAI

"...Mr. Brigheeth of the Agricultural Cooperative of Jericho."
Error: Mr. Brigheeth is not part of the Cooperative.

2. "According to Mr. Fouquaha, the same amount of grapes sold by a nearby Israeli
settlement at that time fetched $32,000:"

Unfounded opinion and implication: The Israeli settlement was selling to Agrexco.
Agrexco prices may or may not actually be higher. Agrexco has a pricing system
which on paper is higher than what the farmers actually get.

Interview # 2: Al-Razeek

la. Export assistance by KAI

Error: There were three shipments, not two.
The third shipment was approximately 3 tons.

1b. "The KAI employee visited the Al-Razeek farm once."

Error: Adel Briegeet, Nawaf El Khadir and Mr. Mohamad Mahmoud (a technical
expert also hired by KAI) were there several occasions and certainly at the time of the
picking and packing for shipments.

"Farmer was familiar with exporting through Agrexco and thus had a good idea of the
quality control, packaging requirements needed for export."
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Error: The farmer had never exported melons through Agrexco.

Interview # 3: Halima, Tarazi, Tantech, Al Zaanceen

la. "Beit Lahia was paid $7,500 for the two tons, which included the cost of $0.50 per
carton."

Error: The cost of the carton as noted is impossible. This year the cost is $1.034 per
carton.

4. "For the shipment of two tons of strawberries, KAI opened a letter of credit at
Bank Leumi for $7,500."

Error: The LC was opened by Booker. The L/C was pursued, negotiated and
arranged by KAL

"For the two current contract orders, Beit Lahia has asked for an advance of $20,000,
which to the date of the interview has not been provided by KAI. Beit Lahia is
awaiting the advance money before the growers will start picking."

Error: A check was brought to them on/around November 15 by Leo Kramer. At the
time, the Cooperative indicated it was no longer necessary to receive an advance.

7. "Agrexco offers guaranteed prices to growers, whereas KAI is more hesitant to
guarantee prices."

Incorrect implication: KAI’s role is to liaison between buyer and seller. It is not KAI
making these decisions.

Interview # 6: El Naja

la. "El Naja met Leo Kramer at the produce export convention held in Washington in
November 1993."

Error: They met in Tel Aviv. El Naja was not in Washington.

Interview #7: Shurrab

1a."No export has resulted thus far because the terms of the sale and price discussed
with KAI would not be profitable for Shurrab, since KAI offered the same prices that
Shurrab could obtain directly without KAIL"

Incémplete explanation: KAI conveyed terms and conditions of European importers.
Prices were extremely low and not fixed. Therefore, they were not attractive to
Shurrab.

Tnterview # 8: Al Namari: December 22, 1993

1. "In December of 1993 Mr. Al Namari will send his first shipment of produce to
Europe through KAL"



Error: By the time of the interview, December 22, Mr. Al Namari had exported the
following eggplant shipments:

2 tons: December 7
3.95 tons: December 15
1 ton: December 15
4.95 tons: December 18

lc. "Mr. Namari arranged packing and transportation on his own under the
supervision of the agricultural agent"

Error: KAI worked with Mr. Namari on packaging and transportation arrangements.

ANNEX 3: INTERVIEW QUESTIONNAIRE FOR IMPORTERS WHO RECEIVED
PRODUCE FROM GAZA AND WEST BANK

Paskalis: #3c.

The evaluation report states: "In further discussion, Mr. Butler revealed that he may
be willing to guarantee a price up to about 50% of the current price level, because the
risk of not being able to sell produce at half the market price is small.".

Incomplete explanation: The evaluators should note that a guarantee of a percentage
of the current price level at the time of arrival (i.e. not fixed before export) does not in
any way achieve what the suppliers are looking for. It is still a moving target.

Windig: Regarding "Contacts at KAI": These people reported to have named Leo and
Anita Kramer.

Error: Neither Leo nor Anita Kramer had any direct dealings with them. It was
Angelica Olsson.

Procacci: Johnnie D. is reported as saying that the tomatoes arrived overripe and
therefore they are not interested in pursuing anything from Gaza/West Bank.

Error: Due to delays in the United States, the tomatoes arrived at a riper stage than
requested, but not so overripe that they were not presentable. KAI records show that
upon hearing how long the shipment had been delayed, Mr. D. indicated that it
reflected positively on the quality of the tomatoes that they held up so well. Mr. D.
then proceeded to provide his requirements and interests for future business. Several
discussions took place after that. No sale has resulted as his requirements are for a
size of tomato that is only possible in a variety of tomato not allowed to enter the U.S.

Glgg, Johnnie D. says tomatoes were shipped by Federal Express. They were shipped

ANNEX 4--INTERVIEW QUESTIONNAIRE FOR IMPORTERS WHO DID NOT
RECEIVE PRODUCE FROM GAZA AND WEST BANK
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Misleading title of Annex: It should be: Interview questionnaire for importers who
did not express interest in Gaza and West Bank produce or who did express interest
but have not yet received produce.

Further, the evaluators failed to verify information obtained by interviews.

{) .A. Hahl GMBH & Co.: Claudia Hainke is reported as not recalling being contacted
Yy us.

Error: KAI and Ms. Hainke talked on/around November 24, 1992. KAI then had
contact with her again and she stated that she had checked with her colleagues and
there was no interest. The evaluators report that her company is open to importing
from any ar:a but does not currently see a niche for produce from West Bank/Gaza
iven the company already has a well-established network of suppliers. A general
indication of being "open” to a new source is a standard response in the industry until
the issue of proceeding with real business activity is addressed. Hence, the apparent
discrepancy in attitude in response to KAI's inquiry versus that of the evaluators.

Frueco: Mr. Hauffmann is reported as not recalling being contacted by KAL

Error: KAI and Mr. Hauffmann talked on November 24, 1992. KAI’s notes say that
he told KAI that Frueco deals directly with Israel, among many other markets, and
ha:1 no demand for additional merchandise. This is exactly what is stated in the
evaluation.

IEgicI:iers Unis Metro Richlieu: Mr. Pare is reported as not recalling being contacted by

- Error: KAI and Mr. Pare had conversations on April 27 and April 28, 1993. He said
he would convey our information to his buyers to see if they were interested.

The evaluators noted that "the company would consider doing so given the right price
and quality for the produce." This is the standard statement in the produce world and
does not indicate an inclination one way or the other.

Gemini Food: Mr. Bemnstein is reported as not recalling being contacted by us.

Error: KAI talked with Mr. Bernstein on August 8, 1993, His specialty is onions,
carrots and cabbages which he explained are not only not feasible to do with such a
long distance, but are also found in abundance in North America and Canada. He said
"except for major disasters, it would not be feasible". '

We were asking whether he actually wanted to go ahead and buy. Evaluators were
asking would he ever consider buying. Of course, unless someone is already tied up
with Agrexco, there is no harm or obligation in being "open" {which he said) to
opportunities. The real question to be asked is whether they have needs now or will
there be needs in the future that would result in an actual sale.

Al Madi: Mr. Al Madi is reported as not recalling being contacted by KAL
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Error: KAI talked with Mr. Al Madi on April 19, 1993. We faxed him Apnl 20. KAI’s
no;les indicate that he said the politics were unclear, as he alsc indicated to the
evaluators.

Sydfrucktimporten: Mr. Thulson is reported as not recalling being contacted by KAL

Error: KAI talked with Mr. Thulson on December 23, 1992. He said he is satisfied
with suppliers they had in Spain and Italy and cannot expand at the moment. We
faxed him a list of products.

Evaluators report him as saying that he is unfamiliar with the products offered by the
region. He said he would consider buying from West Bank/Gaza but he did note
several complicating factors. As mentioned above, importers’ mention of willingness
R:h consider is a standard response and does not indicate an indication one way or the
other.
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