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THE ADMINISTRATOR (Ref: AID-aDLC/P-7J7g)

LOAN AUTHORTZATION

-

Provided From: Alliance for Progress Fund
GUYANA: Rice Mocernization Proiect

Pursuant to the authority vested in the Administirzior of ihe Agency for
International Development ("4.I.D.") oy the Foreizn Assistance Act of

1961, as amended, and the delegations of authoriity issued thersi.der, I
hereby authorize the establistment of a loan pursuant <o Part I, Chapter

2, Title VI, Alliance for Progress, to the Government of Gusana ("Borrower"),
with proceeds to be relent to the Guyana Rice Development Cowmpany, Limited
or its successor (“Executor"), of not to-exceed twelve million nine nundred
thousand United States dollars ($12,900,000) to assist in firnsncing the
United States dollar costs of (1) construction and placing into operation

o . - . . . . - L
Ol six modern rice storage centers with necessary receiving, handiing

(=3 ]
cleaning, drying and grading equipment; (2) establistment of a rice
research station in Guysna and (3) technical assistznce Sor the zbove
projects as required to assure satisfactory operazions ("Project"), this
loan to be subject to the following terms and condi%ions:

1. Interest and Terms of Revarmsnt: BSorrower shzll r2pay wee loan to the
' Agency for International Development ("A.I.3.7) in United States -

dollars within forty (40) years from the first disbursement under tae
loan, which period may include an initial grace pert.oc oI rot to exceed
ten (10) years. Borrower shall pay to A.I.D. in United Stztes dollars
on the outstanding disbursed bzlance of the lozn interes: at the rata
of two (2) percent per annum during the grace ;ariod. and taree (3)
percent per annum thereafier. ' '

2, Borrower shall relend the funds fo tae Guyana Rice Develogzment Company,
Limited, or its successor ("Executor"), which will be resgonsidle for
implementation of the Project. Executor shall repay the loan to

. Borrower in Guyana dollars within twenty (20) years from the first
disbursement under the loan, which period may include an initizl Foy
period of not to exceed five (5) years. During the grace geriod
interest (at zix (6) percent per annum) snall be capitalized. After
the grace period, executor shall pay to 3orrower in Guyana dollars
interest at the rate of six (6) percent per annum on the outstanding
balance of the loan principal, said principal, to include- acerued and
capitalized interest. - R

race



3. Other Terms and Cénditions:

(e) Goods and services Tinanced under the loan shall have their

. source and origin in the United States of America, except
that up to three hundred thousand U. S. dollars ($300,000)-
.may be used .0 procure technical assistance services from
IRRI (Fhilippines), CIAT (Colombia) or JCRR (Taiwan) if it
appears that services of ¢ suitable quelity are unavailable
from the United States.

(b) P.ior to signing of the Loan Agreement A.I.D. shall have
determined that all of the applicable reguiremaants of Section
611 of the Foreign Assistance Act have been satisfactorily met.

(e) Prior to signing of the Loan Agreement, Borrower shall confirm'
in writing its commitment 4o make available the funds, ver-~
sonnel, equipment and other rescurces required for the timely
completion of the Project as indicated in a financial and
construction scnedule o be agreed upon.

. . ' 1

(d) Prior to first distursement by A.1.D., the Borrower srall
bresent, in form and substance satisfactory to A.I.D., a plan ...
for adequate and continuing Tinancing for the research station.

(e) Prior to irst disbursement by A.I.D., the Guyana Rice Develop-
ment Company, Limited shall have been reorganized, its outstand-
ing long-term debt taken over by the Government of Guyana and
1% snall be empowered to undertake the activities contemplatad
in the project; or alternmatively, ths said Company shall have
been abolished and arrangements completad with a successor,
satisfactory to A.I.D., which shall be capatle of and res-

1

ponsible for the prompt implementation of the project.

L) The loan shall be subject o such other terms and conditions
J

as A.I.D, may deem advisable.
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEY .OPMENT
Washington, D.C. 2052,

Ll N BENRIAL

AID-DLC/P-778/3
November 18, 1968

MEMORANIDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Guyana: Rice Modecrnization Project
Attached for your information is an ADDENDUM to the

subject Capital Assistance Paper.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachment: a/s
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AID-DLC/v-778/3
November 18, 1968

ADDENIUM

3UBJECT: Rice Modernization Project - Export Demand for Guyana

Rice export demand for Guyana has been evaluated not only
in terms of the 1966 study but also in light of both the more recent

indications of world demand and supply.

In this analysis and its conclusions, which the USDA has
agreed are reasonable, it was determined that Guyana would be facing
a demand for the particular types of rice which it intended to export,
particularly to the Caribbean and Latin America markets where it is
anticipated to have a clearly competitive advantage in both production

and transportation.
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AID-ILC/P-778/1
November L, 1968

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Guyana: Rice Moderniation Project

Attached for your review is a CONFIDENTIAL memorandum

relating to the subject paper.

Rachel C. Rogers
Assistant Secretary
Development Loan Committee

Attachment: a/s
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\CONFFBENTIAL November l, 1968

~October 25, 1965

TO: LA/CD - Mr. Glaessper
. AW

FROM:  ARA/NC - Mr. Hil}'};;.;.:/
%y N s

' v
SUBJECT: Rice Loan for Guyana

4

I understand you will be taking up on Tuesday in the CAEC the Loan
Paper for the long awaited rice modernization program in Guyana.
Since, regrettably, I will be out of the country and unable fo
attend the meeting, I want to put down on paper to you my con-
cern that further delays in getting this loan authorized could
have serious =-- even grave =-- consequences for our entire program
in Guyana. ' ' :

I need not go over in detail] for you the tortured history of this
Project, which we have been discussing with the Government of.
Guyana and "in house' for years, As you know well, however,

our original intentions and plans were to have the project .
completed by the time of the 1958 elections so that the Burnham
government could demonstrate clearly its good intentions to

the East Indians and so that the financial gains from the new.
storage facilities would already be felt by the time the rice
farmers went to the polls. Then in August 1967, when it became :
:lear that we would not be able to have the project completed
by the elections, we agreed at least that we would plan to have

the work underway on a few sites so that Zurzzzz would have some
physical evidence that the long promised mclze- corage and drying
- facilities would, in fact, become a realizy. Zi: zlas, that goal

o alas
also was not met. Zerly in the summer of -=-s 7elr 1t became
clear that the mns: we could hope for was z- zi-iv fall signing
of the loan agreement and a beginning of tha wowl carly in 1969 --
after the elections. Findlly, in early Octobar you told Minister
Reid that the loan zeser would be completed by the end of October
ol .

I now hear that there are engineering problems that could delay
the final authorization of this loan for two months or possibly
more., I, frankly, think that a delay in the authorization

~on this loan much beyond November 20 wculd be nothing short of
calamirous for our policy in Guyana and reflect badly oan the U.S.



Government as well as on Burnham. The elections will probably
be held in mid-December and it would obviously be politically
unwise for us and Burnham to sign such a large loan on the
very eve of the elections, In order that the loan not be
construed as an American paycff, it should be signed three

or preferably four weeks prior to the elections.

The positive benefits,both political and economic we had’

seer. for this rice program, are well known (see the attached
message from USAID Georgetown for a recent restatement

of the political objectives of the project). What disturbs me
now, however, are the negative political implicatiors of not
signing this loan prior to the elections. Some of those
implications are: ' :

1) The Government of Guyana has already committed itself
publicly to modernizing the rice industry. In Minister
Reid's speech of last June 7 he spelled out in detail
the rice program and anncunced that the government
planned to borrow $10 miilion to carry it out. If nothing
has been accomplished by the elections, Jagan's repeated
charges against the rice program will be given a

rmajor boost and his electoral hold cver the East
Indians reinforced.

2) More seriously perhaps are the implications in

the post electoral period of this failure to keep a promlse.
If Jagan should lose the el ection, as we anticipate,

he may well seek some massive demcnstration against
Burnham in the way of strikes, riots, or even prolonged
violence. To carry out such a program ae will have to
depend on significant numbers ci Zast Indians, including
rice farmers. 1If the rice farmers feel that the Burnham
government has betrayed or seriously deceived them on this
large progren, they might be much more incl ined to join

an obstructionist Jagan.

3) Another important factor is our own credibility
"gap that seems to be devzloping with the Government of
Guyana. We have made important efforts to help the
Burnham Government Zor which it is greatly appreciative.
However, we have made great promises on this rice program
.and have encouraged the government to undertake major -
changes in its own management ar: angements, purchase

and clea sites for the storage zacilities, and in
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- general commit large sums of money and time to making
Preparations. Coatinued delays on our part not only

., raise serious questions in the minds of the Guyarnese
as to our intentions, but must make them question our
wisdom and ability to produce. The Guyana government
has looked to :us for guidance and help in the past,
however, their future confidence in us may be damaged by
an inability to iron out the difficulties in thisg
loan proposal.

I have, personally, made presentations at two successive AID
Donors meetings in Georgetown (1967 and 1968) in Guyana on the

- scope and cbjectives of our long discussed rice program.

As time goes by I'm finding it increasingly difficult to convince
other. governments such as the British and Canadians at these

‘and similar meetings that they should pick up more of Guyana's
foreign assistance needs when I am unable to explain how and

why the U.S. government has taken so very long to fulfill its
long expressed intentions to begin the rice program,

I will be in London next week to discuss with rhe British, inter
alia, our development prograr in Guyana. I will be calling on
the Ministry of Overseas Development on Wednesday afternoon.

I am hopeful that I will be able to report at that time that the
last technical hurdle has been passed on this long track and
that we will be authorizing and signing the loan in November.

Attachment

C " s
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