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SUBJECT:  SUMMARY OF 1955 FARM §iLL

L. THE FARM BILL OF 1985, AMOMG A NUMBER CF CHANGES
GIVES THE PSIVATE SECTOR A GREATER ROLE IN PL 480 aND
SEC {16 PROGRANMING. THE 700D £QR PRCGRESS PROGRAM (SEC
1118) FOSTERS POLICY REFORMS AIMED aT ALLOWING MARKET
FORCES AND PRIVATE ENTESPRISE 10 SHAPE ECONOMIC
ACTIVITY. THE FUNDING CF INTERMEDIATE FINRNCE
INSTITUTIONS WiTH LCCAL CURRENCIES SEC. 11111 PROVICES
FOR BEVELOPMENT LOANS TO PRIVATE AGRICULTURAL SECTOR
BORRONERS. THE EXPANDED AUTHORITY of SEC. 215 PROGRAMS
(SEC. 1189) ALLOWS FOR U.S. AGRICULTURAL 3URPLUSES TO BE
USED FOR DEVELOPHENT AND HUMAKITAR|an PURPOSES
PARALLELING TITLE (| PROGRAMS. 1Yy ADDITION, LEGISLATION
EARMARKS FUNDS FOR THE FARMER-TO-FARHMER PRCGRAM, ASSIGNS
PRIORITY TO CHILC IMMUNIZATION PROGRAMS AND AUTHORIZES
HONETIZATIOK UNDER TITLE i1 aNG SEC. 416,

TMPLEMENTATION OF THIS LEGISLATION WILL REQUIRE TKE
DEVELOPHENT OF EX/ENSIVE GUIDANCE T0 BECOHME WVORWABLE
WITHIN CURRENT BUDGETARY AND PGLICY LINITATIONS

HISSIONS WiLl BE KEPT INFORMED OF DEVELOPHMENTS, &
SUMHMARY QF THE BILL FOLLOWS.

== SEC. 118!~ THE PRESIOENT IS AUTHORIZED TQ RAISE THE
OQLLARS 1 BILLION FUNDING LEVEL OF TITLE 11 WHEN
NECESSARY TO MEET HUMANITARIAN NEEDS. THE PROGRAM YEAR
WAS ALSO CHANGED FROM CaLENDER TO FiZCAL YEAR

"= SEC. 1182- TITLE (1 MIN{MUMS aNO SUB-HINIMUNS ARE
RAISED TO 1.9 ANO 1.435 MILLION HIS FOR FY 1987- 1999
AMOUNTS FOR FY 1386 ARE 1,8 AND {.3 MILLION MTS

=~ SEC. 1183- REQUIRED LEVEL OF PROCESSED ANO BAGGED
FOODS IN TITLE 11 NONEMERGENCY PROGRAMS 1S RAISED TO 7§
PERCENT, ONLY SLIGHTLY HIGHER THEN LEVELS ACHIEVED IN FY
‘85, THE REQUIREMENT CAN BE WAIVED BY THE PRESIDENT,

SEC. 1184~ PVOS REQUESTING HONETIZATION ARE REQUIRED
TO SUBMIT A DESCRIPTION OF PLANNED U3ES OF CURRENCIES,
ALSO, A 5 PERCENT LEVEL OF MONETIZATION [N THE AGGREGATE
OF NONENERGENCY TITLE 11 |5 REQUIRED. THIS 1S ROUGHLY

UNCLASSIFIED.
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TELEGRAM
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TRE CURRENT LEVEL BEING aCHIEVED

AIDLS48

SEC. 1105- PL 488 13 EXTENDED THROUGH FY 1338,

c- SEC. 118~ ONE"TENTH OF 1 PERCENT DF PL 4850 FUNDS 1IN
FY 1986 AKD 1937 ARE TO BE USED I FARMER-TO-FARNER
PRGGRAM: 4 DESCRIBED IN SEC. 406 1A) OF PL 450, THE
PROGRAM 1S TO BE tMPLEMENTED IN COORDINATION VITH SEC
136 TKROUGH 133 OF THE Faa

~= SEC. 1188- THE REQUIRED LEVEL GF TITLE () 15
REQUCED FROM 1S TO 13 PERCENT.

=~ SEC. 1189- SEC. 416 COMMOUITIES DECLARED AVAIL ABLE
8Y THE SECRETARY OF AGRICULTURE MAY §E PROGRANMED UNOER
CONDITIONS LARGELY PARALLELING TITLE 11, E.G. MINIHUR
TOKNAGES; UMRS; BELLMOY ZMENDMENT CONSIDERATIONS; AND
NONETIZATION UNOER PRESCRIBED CCNOITIONS., THIS SECTIDN
NEEDS SUBSTANTIAL REVIEW AND GUIDANCE TO 8ECOME
OPERAT{ONAL,

=~ SEC. 1113- FOOD FOR PRUGRESS AUTHORIZES HULTI-vEAR
GRANT AGREEMLNTS FOSTERING PCLICY REFORMS CONDUCIVE TD
MARKET ORIENTED PRIVATE CECTOR CEVELOPHENT, THE SIZE OF
THE PROGRAM 1S LIMITED TO $03,088 ATS £ND 1S 10 CONME
FROM TITLE I APPROPRIATIONS, SUPPLEMENTED BY & HINTHUN
OF 75,808 RTS UNDER SEC 416. SUBSTANTIAL GUIDANCE WitL
B8E REQUIRED *0 IMPLEMEHT THE PROGRAM

== SEC. 1111- (CCAL CURRENCIES ARE TO BE USED TO FUND
INTERMEDI ATE F INKNCING INSTITUTIONS TO EXTEND CREDIT TO

THE PRIVATE SECTOR (N AGRICULTURALLY RELATED ACTIVITY.
A HININUM OF 19 PERCENT OF TITLE | WILL 8% SOLD FOR
LOCAL CURRENCIES. THIS MINIMUM IS WAIVABLE BY THE
PRESIDENT. THESE U.S.-OWNED LOCAL CURRENCIES vitt
CAPITALIZE IFI SUBLENDING. SIMILAR ALLOCATIONS OF
COUNTRY -OWNED LOCAL CURRENCY GEMERATIONS sRE ALSO
ENCOURAGED. OVERALL, A 25 PERCENT LEVEL OF U.S. ANO
COUNTRY-OWNED LOCAL CURRENCIES !S ENVISAGED. THIS
PROGRAM 1S UNUSUALLY COMPL ICATED aND WiLL REQUIRE
EXTENSIVE GUIDANCE TO BRING INTO OPERATION. EXTENSIVE
KEGOTIATIONS WITH RECIPIENT COUNTRY GOVERNMENTS AND IF S
APPEAR LIMELY IN ORDER TO ARRIVE AT &N AGREEHENT,

== SEC. 1112- INCREASES IK IMMUNIZATION LEVELS ARE TO
BE PURSUED IN PL 488 HEALTH PROGRANS. |NCREASED LEVELS
OF IMNUNIZATION ARE TD BE REPORTED TO CONGRESS AS
REQUIRED BY SEC. §34 OF THE Faa.

== SEC 1113 A SPECIAL ASSISTANT TO THE PRESIDENT FOR
AGRICULTURAL TRADE AND AID IS TD BE APPOINTED.

1. A COPY OF THE FULL TEXT OF THE LAW HAS BEEN POUCHED
8Y AID/LEG TO THE MISSIONS., PROGRAM-SPECIFIC GUIDANCE
WILL BE FORTHCOMING AS 1T IS DEVELOPED.  SHULTZ
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“tiii) such honey is for any other reason unsound, unhealthy,
unwholesome, or otherwise unfit for human consumption.”’

TITLE XI—-TRADE

Subtitle A—Public Law 480 and Use of Surplus Commodities in
International Programs

TITLE II OF PUBLIC LAW 480—FUNDING LEVELS

SEc. 1101. Effective October 1, 1985, section 204 of the Agricultur-
al Trade Development and Assistance Act of 1954 (7 US.C. 1724) is
amended by—

(1) striking out “calendar” both Places it appears in the first
sentence and inserting in lieu thereof “fiscal’ and

(2) inserting after the first sentence the following: “The Presi-
dent may waive the limitation in the preceding sentence if the
President determines that such waiver is necessary to undertake
programs of assistance to meet urgent humanitarian needs."

MINIMUM QUANTITY OF AGRICULTURAL COMMODITIES DISTRIBUTED
UNDER TITLE I1

Sec. 1102. Section 201(b) of the Agricultural Trade Development
and Assistance Act of 1954 (7 U.S.C. 1721(b)) is amended to read as
follows:

“(¢) The minimum quantity of agricultural commodities distribut-
ed under this title for each of the fiscal years ending September 30,
1987, September 30, 1988, September 30, 1989, and September 30,
1990, shall be 1,900,000 metric tons, of which not less than 1,425,000
metric tons for nonemergency programs shall be distributed through
nonprofit voluntary agencies, cooperatives, and the World Food Pro-
gram; unless the President determines and reports to the Congress.
together with his reasons, that such quantity cannot be used effec-
tively to carry out the purposes of this title.”

TITLE II OF PUBLIC LAW 480—MINIMUM FOR FORTIFIED OR PROCESSED
FOOD AND NONPROFIT AGENCY PROPOSALS

Handdf. Section 201 of the Agricultural Trade Development and
Assistance Act of 1954 (7 U.S.C. 1721) is amended by adding at the
end thereof the following new subsection: .

“cX1) Except as provided in paragrapk (2), in distributing agri-
cultural commodities under this title, the President shall—

“lA) consider—

“(i) the nutritional assistance to recipients and benefits to
the United States that would result from distributing such
commeodities in the form of processed and Dprotein-fortified
products, includin processieciD milk, plant protein products.
and fruit, nut, amf vegetable products; .

‘(1)) the nutritional needs of the propused recipients of
the commodities; .

. “(iii) the cost efgctiveness of providing such commodities,
N for purposes of selecting commodities for distribution under
- nonemergency programs; and
“liv) the purposes of this title; and
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‘(B) ensure that at least 75 percent of the quantity of caricul-
tural commodities required to be diatributgd eachyﬁgctﬁ—lyear
under subsection (b) for nonemergency programs be in the form
of processed or fortified products or bagged commodi ties.

‘(2) The President may waive the requirement under paragraph

FOCD ASSISTANCE PROGRAMS OF VOLUNTARY AGENCIES

daamidie (a) Title II of the Agricultural Trade Development and
Assistance Act of 1954 (7 U.S.C. 1721 et seq.) is amended by adding
=« the end thereof the following:

“SEeC. 207. (a) A ronprofit voluntary agency re:iuestin a nonemer-

itle shall inc]ude in

vided under the agreement.

“b) Such agreements shall bprovide, in the gate ‘or each
fiscal year, for the use of foreign currency procee under this sub-
section in an amount that is not less than percent of the aggregate
value of the commodities distributed under nonemergency programs
under this title for such fiscal year.”

(b) Section 207 of the A ricultural Trade Development and Assist-
ance Act of 1954 (as added by subsection (a)) shall apply with re-
spect to agreements entered into after December 31, 1985.

EXTENSION OF THE PUBLIC LAW ,80 AUTHORITIES

Sec. 1105. Section 409 ogthe Agricultural Trade Development and
Assistance Act of 1954 (7 US.C 1736¢) is amended by—

) strzking out “1985" in the first sentence and inserting in
lieu thereof %1990 and

(2)in the second sentence—
(A) striking out “amendment” and inserting in lieu there-
of “amendments” and

.. (B) inserting “and the Food Security Act of 1985" after
‘Agriculture and Food Act of 1981"

FACILITATION OF EXPORTS

Skc. 1106. It is the sense of Congress that the President should
work witk the People’s Republic of China to facilitate the export of
agriculturul commodities to the People's Republic of China.

to carry out the Agricultural Trade Development and Assistance Act

of 195} shall be ysed to cariy out hs 2 !
) ; paragraphs (1) and (2) of section
406(a) of that Act. Any such”furds used to carry out mranfr.'nnh 91
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of section 406(a) shall not constitute more than one-fourth of the
funds used as provided by the first sentence of this subsection, shal]
be used for activities in direct support of the farmer-to-farmer pro-
gram under paragraph (1) of section 406(a), and shall be adminis.
tered whenever possible in conjunction with programs under sec-
tions 296 through 300 of the Foreign Assistance Act of 1961.

(b) Not later than 120 days after the date of enactment of this
Act, the Administrator of the Agency for International Develop-
ment, in conjunction with the Secretary of Agriculture, shall submit
to Congress a report indicating the manner in which the Agency in-
tends to implement the provisions of paragraphs (1) and (2) of sec-
tion 406(a) of tke Agricultural Trade Development and Assistance
Act of 1954 with the funds made available under subsection (a).

FOOD FOR DEVELOPMENT PROGRAM

SEec. 1108. Section 302(cXIXC) of the Agricultural Trade Develop-
ment and Assistance Act of 1954 (7 U.S.C. 1727a(cXIXC) is amended
by striking out “15" and inserting in lieu thereof “10"

USE OF SURPLUS COMMODITIES IN INTERNATIONAL PROGRAMS

BmmmidéfeSection 416 of the Agricultural Act of 1949 (? US.C
i431) is amended by—

(1) striking out the last two sentences of subsection (a); and

{2) amending subsection (b) to read as follows:

“(bX1) The Secretary, subject to the requirements of paragraph
(10), may furnish eligible commodities for carrying out programs of
assistance in developing countries and friendly countries under title
II of the Agricultural Trade Development and Assistance Act of
1954 and under the Food for Progress Act of 1985, as approved by
the Secretary, and for such purposes as are approved by the Secre-
tary. To ensure that the furnishing of commodities under this sub-
section is coordinated with and complements other United States
foreign assistance, assistance under this subsection shall be coordi-
nated through the mechanism designated by the President to coordi-
nate assistance under the Agricultural Trade Development and As-
sistance Act of 1954.

‘“U2) As used in this subsection, the term ‘eligible commodities’
means—

“CA) dairy products, grains, and oilseeds acquired by the Com-
modity Credit Corporation through price support operations
that the Secretary determines meet the criteria specified in sub-
section (a); and

‘(B) such other edible agricultural commodities as may be ac-
quired by the Secretary or the Comrmodity Credit Corporation in
the normal ccurse of operations and that are available for dis-
position under this subsection, exzept that no such commodities
may be acquired for the purpose of their use under this subsec-
tion.

“C3XA) Commodities may not be made available for disposition
under this subsection in amounts that (i) will, in any way, reduce
the amounts of commodities that traditionally are made available
through donations tn domoctic foodina nracrame or nroncioe or (17)
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)
into by the Secretary under a payment-in-kind program under this
Act or other Acts administered by the Secretary.

“(BXi) The requirements of section 401(®) of the Agricultural
Trade Development and Assistance Act of 1954 shall apply with re-
spect to commodities furnished under this subsection. (f)mmodities
may not be furnished for disposition to any country under this sub-
section except on determinations by the Secretary that—

“() the receiving country has the absorptive capacity to use
the commodities efficiently and effectively; and

“(ID such disposition of the commodities will not interfere
with usual marketings of the United Siates, nor disrupt world
prces of agricultural commodities and normal patterns of com-
mercial trade with developing countries.

“tii) The requirement for safeguarding usual marketings of the
United States shall not be used to prevent the furnishing under this
subsection of any eligible commodity for use in countries thct—

“(I) have not traditionally purchased the commodity from the
United States; or
“{II) do not have adequate financial resources to acquire the
commodity from the United States through commercial sources
or through concessional sales arrangements.
h“(C) The Secretary shall take reasonable precautions to ensure
that—
“li) commodities furnished under this subsection will not dis-
Place or interfere with sales that otherwise might be made; and
“(ii) sales or barter under paragraph (7) wiﬁ not unduly dis-
rupt world prices of agricultural commodities nor normal pat-
terns of commercial trade with friendly countries.

"(4) Agreements may be entered into under this subsection to pro-
vide eligible commodities in installments over an extended period of
time.

“(5XA) Section 203 of the Agricultural Trade Development and
Assistance Act of 1954 shall apply to the commodities furnished
under this subsection.

“(B) The Commodity Credit Corporation may pay the processing
and domestic handling costs incurred, as authorized under this sub-
section, in the form ofgeligible commodities, as defined in paragraph
(2XA), if the cretary determines that such in-kind payment will
not disrupt domestic markets.

“(6) The cost of commodities furnished under this subsection, and
expenses incuired under section 203 of the Agricultural Trade De-
veg)qment and Assistance Act of 1954 in connection with those com-
modities, shcll be in addition to the level of assistance programmed
under that Act and shall not be considered expenditures for interna-
tional Z[[airs and finance.

‘“(7) Eligible commodities, and products thereof, furnished under
this subsection may be sold or bartered only with the approval of
the Secretury and solely as follows:

“(A) Sales and barter that are incidental to the donation of
the commodities or products.

“(B) Sales and barter to finance the distribution, handling,
and processing costs of the donated commodities or Froducts n

| P LAY [N | S, B RGN
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the importing country that are consistent with providing food
assistance to needy people.

“(C) Sales and barter of commodities and products furnished
to intergovernmental agencies or organizations, insofar as they
are consistent with normal programming procedures in the dis-
tribution of commodities by those agencies or organizations.

(DXi) Sales of commodgties and products furnished to non-
profit and voluntary agencies, or cooperatives, [or food assist-
ance under agreements that provide for the use, y the agency or
cooperative, of foreign currency proceeds generated from such
sale of commodities or products for the purposes established in
clause (ii) of this subparagraph.

“(ii) Foreign currency proceeds generated from the sales of
commodities and products under this subparagraph shall be
used by nonprofit and voluntary agencies, or cooperatives, for
activities carried out by the agency or cooperative that will en-
hance the effectiveness o transportation, distribution, and use
of commodities and products donated under this subsection, in-
cluding food for work programs and cooperative and agricultur-
al projects.

iit) Except as otherwise provided in clause (v), such agree-
ments, taken together for each fiscal year, shall provide for
sales of commodities and products for foreisn currency proceeds
in amounts that are, in the aggregate, not less than S percent of
the aggregate value of all commodities and products furnisi.ed
for carrying out programs of assistance under this subsection in
such fiscal year. The minimum allocation requirements of this
clause apply with respect to commodities and products made
available under this subsection for carrying out programs of as-
sistance under title II of the Agricultural Trade gevelopment
and Assistance Act of 1954, and not with respect to commodities
and products made available to carry out the Food for Progress
Act of 1985.

“(iv) Foreign cirrency proceeds generated from the sale of
commodities or products under this subparagraph shall be ex-
pended within the country of origin within one year of acquisi-
tion of such currency, except that the Secretary may permit the
use of such proceeds (I) in countries other than the countr:yogf
origin as necessary to expedite the transportation of commod-
ities and products furnished under this subsection, and (Il
after one year of acquisition as appropriate to achieve the pur-
peses of clause (1).

“(v) The provisions of clause (iii) of this subparagraph estab-
lishing minimum annual allocations for sales amfrzfse of pro-
ceeds shall not apply to the extent that there have not been suf-
ficient requests for such $ales and use of proceeds nor to the
extent required under paragraph (3).

“(E) Sales and barter to cover expenses incurred under para-
graph (5Xa).

No portion of the proceeds or services realized from sales or barter
under this paragraph may be used to meet operating and overhead
expenses, except as otherwise provided in subparagraph (C) and
except for personnel and administrative costs incurred by lecal coop-
eratives.
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“(8XA) To the maximum extent practicable, expedited procedures
shall be used in the implementation of this subsection.

“(B) The Secretary shall be responsible for regulations governing
sales and barter, and the use of foreign currency proceeds, under
paragraph (7) of this subsection that will provide reasonable safe-
guards to prevent the occurrence o abuses in the conduct cf activi-
ties provided for in paragraph (7).

“(9XA) Each recipient of commodities and products approved for
sale or barter under paragraph (7) shall report to the Secretary in-
formation with respect to the items required to be included in the
Secretary'’s report pursuant to clauses (i) through (iv) of subpara-
graph (B). Reports pursuant to this subpara aph shall be submit.
ted in accorcﬁ'rgzce with regulations of the gcretarjy. Such regula-
tions shall require at least one report annually, to be submitted not
later thcn December 31 following the end of the fiscal year in which
the commodities and products are received; except that a report
shall not be required with respect to fiscal year 1985,

“(B) Not later than February 15, 1987, and annually thereafter,
the Secretary shall report to the Congress on sales and barter, and
use of foreign currency proceeds, under paragraph (7) during the pre-
ceding fiscal year. Such report shall include information on—

b (i) .he quantity o/p(c)'ommodities furnished for such sale or
rter;

“(ii} the amount ofdfunds (including dollar equivalents for
foreign currencies) and value of services generated from such
sales and barter in such fiscal year;

"(iii) how such funds and services were used:

“(iv) the amount of foreign currency proceeds that were used
under agreements under subparagraph (D) of paragraph (7) in
such fiscal year, and the bercentage of the quantity of all com-
modities and products furnished under this subsection in such
fiscal year such use represented;

“(v) the Secretary’s fest estimate of the amount of foreign cur-
rency proceeds that will be used, under agreements under sub-
paragraph (D) of paragraph (7), in the then current fiscal year
and the next following fiscal year (if all raquests for such use
are agreed to), and the percentage that such sstimated use repre-
sents of the quantity of all commodities and products that the
Secretary estimates wiil be furnished under this subsection in
each such fiscal year;

“(vi) the effectiveness of such sales, barter, and use during
such fiscal year in facilitating the distribution of commodities
and products under this subsection;

“(vii) the extent to which sales, barter, or uses—

“(1) displace or interfere with commercial sales of United
States agricultural commodities and products that other-
wise would be made,

“arn a(/]'ect usual marketings of the United States,

“(I11) disrupt world prices of agricultural commodities or
normal patterns of trade with friendly countries, or

“1V) discourage local production and marketing of agri-
cultural commodities in" the countries in which commod-
itizs and products are dis:ributed under this subsection;
an
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“(viii) the Secretary’s recommendations, if any, for changes to
improve the conduct of sales, barter, or use activities under
paragraph (7).

“(10XA) Subject to the limitations established under paragraph
(3), the Secretary shall make available for disposition under this
subsection in each of the fiscal years 1986 through 1990 not less
than the minimum quantities of eligible commodities specified in
subparagraph (B).

“(B) The minimum quantity of eligible commodities that shall be
made available for disposition under this subsection in each fiscal
year shall be—

(i) 500,000 metric tons of grains and oilseeds from the Corpo-
ration’s uncommitted stocks, or an amount equal to 10 percent
of the Corporation’s uncommitted stocks of grains and oilseeds
as of the end of such fiscal year (as estimated by the Secretary),
whichever is less; and

“ii) 10 percent of the Corporation’s uncommitted stocks of
dairy products, but not less than 150,000 metric tons of such
products to the extent that uncommitted stocks are available.

The Secretary shall make such estimation of expected year-end
levels of the Corporation’s uncommitted stocks prior to the begin-
ning of the fiscal year. The Secretary’s determination as to the
amount of the Corporation’s stocks that shall be made available for
disposition under this subsection for such fiscal year shall be pub-
lished in the Federal Register, along with ‘a breakdown by kind of
commodily and the quantity of each kind of commodity that shall
be made available, before the beginning of such fiscal year.

“(C) Of the aggregate amounts made available each fiscal year
pursuant to both clauses (i) and (ii) of subparagraph (B), not less
than 75,000 metric tons shall be made availabi to carry out the
Food for Progress Act of 1985.

“(DXi) The Secretary—

“) may waive the minimum quantity requirements of sub-
paragraphs (A) and (B) for a fiscal year to the extent that the
Secretary determines and reports to Congress that there are not
sufficient requests for eligible commodities under this subsec-
tion for sucz fiscal year, except that the waiver authority of
this subclause may not be used to waive the minimum quantity
requirement of subparagraph (C):

“dD may waive the minimum quantity requirement of sub-
paragragh (C) in accordance with subsection (fX2) of the Food
for Progress Act of 1985: and

“dI11) may waive the minimum quantity requirements of sub-
paragraphs (A), (B), and (C) for a fiscal year, if the Secretary
determines that the restrictions on the furnishing of commod-
ities under paragraph (3) prevent the making available of com-
modities in such quantities.

“(it) For any fiscal year in which the minimum levels of uncom-
mitted Commodity Credit Corporation stocks Sfeciﬁed tn subpara-
graph (B) are not made availaflz and during which any requests for
commodities under this subsection are rejected, the Secretary shall
provide a detailed, written explanation to Con. , at the end of
such fiscal year, of the reasons for the rejections of such requests.
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“(11XA) The Secretary may [urnl}sh eligib[e commodities under

this subsection in connection with (i) concessional sales agreements

‘(B) Eligible commodities may be furnished by the Secretary
under this subsection in connection with agreements by recipient
countries to acquire additional agricultural commodities from the
“Inited States through commercial arrangements.

“(C) The amount of any commodity furnished under subpara-
graphs (A) and (B) of this paragraph in any fiscal Yyear shall not be
considered for the purpose of determining whether the requirements
of paragraph (10XA) of this subsection have been met during such
fiscal year.”’

FOOD FOR PROGRESS
BN ) T}is section may be cited as the “Food for Progress
Act of 1985"

(b) In order to use the food resources of the United States more
effectively in support of countries that have made commitrents to
introduce or expand free enterprise elements in their agriculturgl
economies through changes in commodity pricing, marketing, input
availability, distribution, and private sector involvement, the Presi-
dent is authorized to enter into agreements with developing coun-
tries to furnish commodities made available pursuant to subsections
(e) and (f) of this section. Such agreements may provide for commod-
ities to be furnished on a multiyear basis.

(¢) As used in this section, the term “commodities’” means agricul-
tural commodities and the products thereof.

(d) In determining whether to enter into an agreement with coun-
tries under this section, the President shall consider whether a Dpo-
tential recipient country is committed tc carry out, or is carrying
out, policies that promote economic freedom, private, domestic pro-
duction of food commodities for domestic consumption, and the cre-
ation and expansion of efficient domestic markets for ihe purchase
and sale of such commodities. Such policies may provide for, among
other things—

(1) access, on the part of farmers in the country, to private,
competitive markets for their product;

(2) market pricing gf commodities to foster adequate private
se~tor incentives to individual farmers to produce /qood on a reg-
u ar basis for the country’s domestic needs;

(3) establishment of market-determined foreign exchange
rates;

(4) timely availability of production inputs (such as seed, fer-
tilizer, or pesticides) to farmers;

(5) access to technologies appropriate to the level of agricul-
tural development in the country; and

(6) construction of facilities and distribution systems neces-
sary to handle perishable products.

(eX1) The Commodity Credit Corporation shall make availeble to
the President such commodities r/gfprminpd tn he avnilahle undor
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section 401 of the Agricultural Trade Development and Assistance
Act of 1954 as the President may request for purposes of furnishing
commodities under this section.

2 Notwithstanding any other provision of law, the Commodity
Credit Corporation may use funds appropriated to carry out title I
of the Agricultural Trade Development and Assistance Act of 1954
in carrying out this section with respect to commodities made avail-
able under that Act.

(3) The Commodity Credit Corporation may finance the sale and
exportation of commodities, made avatlable under the Agricultural
Trade Development and Assistance Act of 1954, which vre furnished
to a developing country under this section. Payment by a developing
country for commodities made available under that Act which are
purchased on credit terms under this section shall be on the same
basis as the terms brovided in section 106 of that Act.

(4) In the case of commodities made available under the Agricul-
tural Trade Development and Assistance Act of 1954 for purposes of

nished on a grant basis to a developing country under this section
and section 401(b) of that Act shall apply to all commodities fur-
nished to a developing country under this section.

(1) Commodities made available under section 416(b) of the Ag-
ricultural Act of 1949 for use in carrying out this section shall be
provided to developing countries on a grant basis.

(2) Not less than 75.000 metric tons shall be made available pur-
Suant to section 416(bX10XC) of the Agricultural Act of 1949 to carry
out this section unless the President determines there are an insuffi-
cient number of eligible recipients.

(3) In carrying out scction 416(b) of the Agricultural Act of 1949,
the Commodity Credit Corporation may purchase commodities for
use under this section if—

(A) the Commodity Credit Corporation does not hold stocks of
such commodities; or

(B) Commodity Credit Corporation stocks are insufficient to
satisfy commitments made in agreements entered into under
this section and such commodities are needed to fulfill such
commitments.

(4) No funds of the Commodity Credit Corporation in excess of
$30,000,000 (exclusive of the cost of commodities) may be used to
carry out this section with respect to commodities made available
under section 416(b) of the Agricultural Act of 1949 unless author-
ized in advance in appropriation Acts.

(5) The cost of commodities made available under section 416(b) of
the Agricultural Act of 1949 which are furnished under this section,
and the expenses incurred in connection with furnishing such com-
modities, shall be in addition to the level of assistance programmed
under the Agricultural Trade Development and Assistance Act of
1954 and may not be considered expenditures for international af-
fairs and finance.

(® Not more than 500,000 metric tons of commodities may be fur-

nished under this section in each of the fiscal years 1986 through
1990.
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(h) An agreement entered into under this section shall prohibit
the resale or transshipment of the commodities provided under the
agreement lo other countries. ) . )

(1) In entering into agreements under this section, the President
shall take reasonable steps to avoid displacement of any sales of
United States commodities that would otherwise be made to such
countries. ) )

¢/ Within 90 days after the end of each fiscal year in which an
agreement entered into with a country under this section is in effect,
the President shall report to the House of Representatives and the
Comm:ttee on Agriculture, Nutrition, and Forestry of the Senate on
the status of such agreement znd the progress being made to zmplg-
ment private, free enterprise agricultural policies for long-term agri-
cultural development in such country. _ o

(k) This section shall be effective during the period beginning Oc-
tober 1, 1985, and ending September 30, 1990.

SALES }OR LOCAL CURRENCIES; PRIVATE ENTERPRISE PROMOTION

WREmErs® (a) The first sentence of section 2 of the Agriculturql
Trade Development and Assistance Act of 1954 (7 US.C. 1691) is
amended by inserting “to use foreign currencies accruing under this
Act to foster and encourage the development’of private enterprise in
developing countries; to enhance food securzty‘ in developing coun-
tries through local food production;” after “agricultural produc-
tion;"

tb) The Congress finds that additional steps should be taken to
use the agricultural abundance produced by American farmer.s—

(1) to relieve hunger and promote long-term [food security and
economic development in developing countries in accordance
with the development assistance policy estoblished under sec-
tion 102 of the Foreign Assistance Act of 1961 (22 US.C. 2151-
U; and )

(2) to promote United States agricultural trade interests. )

(c) Section 101 of the Agricultural Trade Development and Assist-
ance Act of 1954 (7 U.S.C. 1701) is amended to read as follows: )

“Sec. 101. (a) In order to carry out the policies and accomplish
the objectives set forth in section 2 of this Act, the President 1s au-
thorized to negotiate and carry out agreements with friendly coun-
tries to Pmuide for the sale of agricultural commodities—

“(1) for dollars on credit terms; )

“(2) to the cxtent that sales for dollars under the terms appli-
cable to such sales are not possible, for forezgn currencies on
credit terms and on terms that permit conversion to dollars at
the exchange rate applicable t» the sales agreement; or

“3) for /%reign currencies for use under section 108 on terms
that permit conversion to dollars.

“(bX1) Except as provided in para aph (2), for each of the fiscal
years 1986 through 1990 sales for oreign currencies for use under
section 108 under agreements entered into under this title shall be
made at an annual lzvel of not less than 10 percent of the aggregate
value of all sales of agricultural commodities under this title.

“(2) The President may reduce the minimum level of sales for for-

PIan rurrencise recviived vadar nevraaranh £1) Auring any ficenl svonr
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in which the President determines that the level of agricultural
commodities furnished under this title will be significantly reduced
as a result of compliance with the requirement under para raph (1).
‘“lc) Agreements for sales for foreign currency in a aéveloping
country for use under section 108 may not be entered into to the
extent that such Oc:freements would generate currency in amounts
that cannot be productively used and absorbed in the private sector
of such country.
“(d) Sales for foreign currencies for use under section 108 wnder
agreements entered into under this title shall be made on such
terms and conditions as are specified in such agreements.”’
(d) Section 103 of such Act (7 US.C. 1703) is amended—
(1) by inserting *, in section 108" after ‘section 104" in sub-
section (b);
(2) by striking out “for dollars on credit terms” in the last
sentence of subsection (d);
(3) in subsection (m)—
“((A))”by inserting “except as provided in section 108," after
m)"
(B) by striking out the semicolon and inserting in lieu
thereof a period; and
(O by adding at the 2nd thereof the[ollowing: “In carry-
ing out this subsection, the President shall require that for-
eign currencies to be used under section 108 that are ac-
quired under an agreement for the sale of commodities be
convertible to dollars during the period beginning 10 years
after the date of the last delivery of such commodities and
ending 30 years after the date of such delivery. Such agree-
ment for sale shall establish a schedule for such conversion
but need not specify the exchange rate for such conver-

sion;””

(4) by striking out “for dollars on credit terms’ and “for cash
dollars” in subsection (n);

(5) by striking out “Take” in subsectior (0) and inserting in
lieu thereof “take’"

(6) by striking out “Assure convertibility” in subsection (p)
and inserting in lieu thereof “except as provided in section 1016,’,
assure convertibility’: and

(7) by striking out “Assure convertikbility” in subsection (g)
and inserting in lieu thereof “except us provided in section 108,
assure cor.vertibility”.

(e) The first sentence of section 105 of such Act (7 U.S.C. 1705) is
amended by striking out “section 104” and inserting in lieu thereof
“sections 104 and 108",

(f) Section 106(a) of such Act (? U.S.C. 1706(a)) is amended by
ad‘c‘nng at the end thereof the following new paragraph:

(3) Payment for sales made for foreign currencies that are to be
used under section 108 under an agreement entered into under this
tltlets/,wll be made on such terms as are specified in such agree-
ment.".

(8) Secticr; 106(b) of such Act is amended by adding at
thereof th(IaJollowing new paragraph: Y § at the end

“4XA) Notwithstanding any other rrovision of this subsection,
agreements under this title for the sale of agricuttural commaodities

i29

for dollars on credit terms may provide that proceeds from the sale
of the commodities in the recipient country shall be used for such
private sector development actinitics as are mutually agreed upon by
the United States and the recipient government.

“(B) Proceeds used for private sector development activities pursu-
ant to this paragraph shall be deposited in isintlv programmed ac-
counts to be Ioanefby the recipient govzrnment to one or more fi-
nancial intermediaries operating withir. the country for use by those
financial intermediaries for loans !o privaie individuals, private
and voluntary organizations, carporutions. cooperatives, and other
entities within such country. In ke cose of a cooperative or private
and voluntary organization, proceeds may be granted to de/'fay the
startup costs of becoming a financial inter.nediary. Such proceeds
shall not be used to promote the preduction of commodities or the
products thereof that will compete, as ceterriined by the President,
in world markets with similar commod:ties or the products thereof
produced in the United States.".

(h) Such Act is amended by inserting after section 107 (? U.S.C.
1707) the following new section:

“Sec. 108. (aX1} In order to foster and encourage the development
of private enterprise institutions and infrastructure as the base for
the expansion, promotion, and improvement of the production of
food and other related goods and services within a developing coun-
try and pursuant to an agreement for the sale of agricultural com-
modities entered into under this title, the President mcy enter i.:to
an agreement with a financial intermediary locaied or operating in
such country under which the President shall lend to such financial
intermediary foreign currency that accrves as a result of commodity
sales to such country under a sales agreement entered into un.er
this title after the date of enactment of the Food Security Act of
1985. Procurement and other contracting requirements, normally ap-
plicable to appropriated funds, shall not apply tv such foreign cur-
rency.

“(2) Prior to loaning the foreign currencies as provided in th's sec-
tion, the President shall take such steps as may be necessary to
assure that the availability of such foreign currencies to financial
intermediaries is adequately publicized within the purchasing coun-
try.
“(b) To be eligible to obtain foreign currency under this section, a
financial intermediary must enter into an agreement with the Presi-
dent under which the intermediary agrees to use such currency to
make loans to private individuals, cooperatives, corporations, or
other entities within a developing country, at reasonable iates of in-
terest, for the purpose of financing—

“C1) productive, private enterprise investment within such
country, including such investment in projects carried out by co-
operatives, nonprofit voluntary organizations, and otker entities
fcl))snd to be qualified by the President;

‘“2) private enterprise facilities for aiding the uiilization and
distribution, and increasing the consumption of and markets
for, United States agricultural commodities and the products
thereof; or

“(3) private enterprise support of self-help measures and
projects.
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“lc) An agreement entered into under this section shall specify the
terms and conditiors under which the foreign currency shall be
used and subsequently repaid, tncluding the following terms and
conditions:

‘1) A financial intermediary shall, to the maximum extent
feasible, give preference to the financing of agricultural related
private enterprise with the funds provided under this section.

“(2XA) A financial intermediary shall repay a loan made
under this section, plus accrued interest, at such times and in
such manner as will permit conversion of such foreign currency
to dollars in accordance with the schedule for such conversion.

“(B) A financial intermediary may repay a loan made under
this section prior to the repayment date specified in such agree-
ment.

“C3) To be eligible to receive financing from a financial inter-
mediary under this section, an entity or venture must—

“(A) be owned, directly or indirectly, by citizens of the de-
veloping country or any other country eligible to participate
in a sales agreement entered into under this title, except
that up to 49 percent of such ownership interest may be
held by citizens of the United States; and

“(B) not be owned or controlled, in whole or in part, by
the government or any governmental subdivision of the de-
veloping country.

“U4XA) The rate of interest charged on funds loaned to a fi-
nancial intermediary under this section shall be such rate as is
determined by the President and the intermediary.

“(B) In the case of a cooperative or nonprofit voluntary agency
that is acting as a [inancial intermediary, the President may
charge a lower rate of interest on funds loaned to such interme-
diary under this section than is charged to other types of inter-
mediaries or make a grant from currencies received from sales
made under section 101(aX3) of this Act to defray the startup
costs of becoming a financial interriediary.

“5) No currency made available under this section may be
used to promote the production of agricultural commodities or
the products thereof that will compele, as determined by the
President, in world markets with similar ugricultural commod-
ities or the products thereof produced in the United States.

‘“(6) The President may not require a developing country to
guarantee the repayment of a loan made to a financial interme-
diary under this section as a condition of receipt of such loan.

“(?) A financial intermediary shall take such steps as may be
necessary to publicize in the developing country the availability
of loan funds under this section,

“(dX1) All currencies repaid by financial intermediaries under
agreements entered into under this section shall be deposited and
accounted for in accordance with section 105.

“(2) Currencies repaid by financial intermediaries shall as deter-
mined by the Presiﬁt—

“(A) be used to finance additional productive, private enter-
prise investment under agreements with financicl intermediar-

ies entorod intn yundor thi
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“(B) be used for the development of new markets for United
States agricultural commodities; . o )

“CC) be used for the payment of United States obligations (in-
cluding obligations entered intv pursuant to other laws of the
Unitef States): or

‘(D) be converted to dollars.

“(3) Section 1306 of title 31, United States Code, shall apply to
currencies used for the purpose specified in paragraph (2XC). .

“leX1) Any agreement entered into under this section and section
106(bX4) shall ie subject to periodic audit to.determlne whether the
terms and conditions of the agreement are being fulfilled.

“(2) Not later than 180 days after the end of each fiscal year, the
President shall report to the House of Representatives and the Qom-
mittee on Agriculture, Nutrition, and Forestry and the Committee
on Foreign Relations of the Senate on the artivities carried out
under this section and section 106(bX4) during the preceding fiscal
year, including an evaluation of the impact of investment under
this section and section 106(bX4) on the developmen? of agricultural-
related private enterprise in each participating country. )

“tf) The President may provide ag?'lcul{ural technical assistance
to further the purposes of this section, including the funding of
market development activities. To the maximum extent practicable,
the President shall use at least 5 percent of the foreign currencies
obtained for use under this section from sales of agricultural com-
modities made under agreements entered into under this title after
the date of enactment of the Food Security Act of 1985 to carry out
such assistance. ‘

“lg) For each of the fiscal years 1986 through 1990, and in accord-
ance with the provisions of scction JOﬁ'(b)(4) and _thl{; section, the
President is encouraged to channel foreign currencies, in an amount
equivalent to 25 percent of the value of sales agreements under this
title, for loans for private enterprise investment provided there are
appropriate proposals for such an amount of foreign currencies.

“(h) The prouvisions of this section apply notwithstaading any
other prouvision of law.

“(i)fis used inf;his section and in section 106(bX4})— o

“(1) the term ‘developing country’ means a country that is eli-
gible to participate in a sales agreement entered into under this
title; and ) ., .

“(2) the term ‘financial intermediary’ means a bank, finar-
cial institution, cooperative, nonprofit _voluntary agency, or
other organization or entity, as etermzned_ l;y the Presgdent,
that has the capability of making and servicing a loan in ac-
cordance with this section.’.

CHILD IMMUNIZATION

Boo:xlld®* (a) The Agricultural Trade Development and Assist-
Act of 1954 is amended— )

anee (i’)(;{z paragraph (11) of section 109 (7 U.S.C. 1709(11)) lf?' in-

serting immediately before the %riod at the end thereof *, in-
luding the immunization of children’" )

¢ 1;2)1’1}5 the first sentence of section 206 (7 U.S.C. 1726) by strik-

et nnD bl IV and b incorting immoadintelv hefore
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the period at the end thereof *, or (C) health programs and
projects, including immunization of children™ and

(8) in the second sentence of section 301(b) (7 U.S.C. 1727(v))
by inserting “(including immunization of children)” immediate-
ly after “health services”

(b) In the implementation of health programs undertaken in rela-
tion to assistarce provided under the Agricultural Trade Develop-
ment and Assistance Act of 1954, it shall be the goal of the organi-
zations and agencies involved to provide as many cdditional immu-
nizations of children as possible. Such increased tinmunization ac-
tivities should be taken in coordination with similar efforts of other
organizations and in keeping with any national plans for expanded
programs of immunization. The Presidrnt shall include information
concerning such immunization activities in the annual reports re-
quired by section 634 of the Foreign Assistance Act of 1961, includ-
ing a report on the estimated number of immunizations provided
each year pursuant to this subsection.

SPECIAL ASSISTANT FOR AGRICULTURAL TRADE AND FOOD AID

Sec. 1113 (a) The President shall appoint a Special Assistant to
the President for Agricultural Trade and Food Aid (hereinafter in
this section referred to as the “Special Assistant”).

(b) The Special Assistant shall serve in the Executive Office of the
President.

(¢) The Special Assistant shall—

(1) assist and advise the President in order to tmprove and en-
hance food assistance programs carried out in the United States
and foreign countries;

(2) be available to receive suggestions and complaints concern-
ing the implementation of United States food aid and agricul-
tural export programs anywhere in the United States Govern-
ment and provide prompt responses thereto, including expedit-
ing the program implementation in any instances in which
there is unreasonable delay;

(3) make recommendations to the President on means to co-
ordinate and streamline the manner in which food assistance
programs are carried out by the Department of Agriculture and
the Agency for International Development, in order to improve
their overall effectiveness;

(4) make recommendations to the President on measures to be
taken to increase use of United States agricultural commodities
and the preducts thereof through food assistance programs;

(5) advise the President on agricultural trade;

(6) advise the President on the Food for Progress Program
and expedite its implementation;

(7) serve as a member of the Development Coordination Com-
mittee and the Food Aid Subcommittee of such Committee;

(8) advise departments and agencies of the Federal Govern-
ment on their policy guidelines on basic issues of food assist-
ance policy to the extent necessary to assure the coordination of
food assistance programs, consistent with law, and with the
advice of such Subcommittee; and
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(9) submit a report to the President and Congress each year
through 1990 containing— )
(A) a global analysis of world food needs and production;
(B) an identification of at least 15 target countries which
are most likely to emerge cs growth markets for agriculiur-
al commodities in the next 5 to 10 years; and
(C) a detailed plan for using available export and food
aid authorities to increase United States agricultural ex-
ports to those targeted countries.
(d) The Special Assistant shall also— )

(1) solicit information and advice [rom private and govern-
mental sources and recommend a plan to the President and
Congress on measures that should be taken— )

(A) to promote the export of United States agricultural
commodities and the products thereof; and .

(B) to expand export markets for United States agricul-
tural commodities and the products thereof; ) ‘

(2) develop and recommend to the President national agricul-
tural polices to foster and promote the United States agricultur-
al industry and to maintain and increase the strength of this
vitally important sector of the United States ecoromy; and

(3XA) appraise the various programs and activities of the Fed-
eral Government, as they affect the United States agricultural
industry, for the purpose of determining the extent to which
such programs and activities are contributing or not contribut-
ing to such industry; and ‘

(B) make recommendations to the President and Congress
with respect to the effectiveness of such programs and activities
in contributing to such industry. '

(d) Section 5312 of title 3, Ulnited States Code, is amended by
adding at the end thereof the following new item: .
“gpecial Assistant fg;‘ Agricultural Trade and Food Aid.

Subtitle B—Maintenance and Development of Export Markets
TRADE POLICY DECLARATION

Sec. 1121. (a) Congress finds that— )

(1) the( uolumg; ang value of United States agricultural ex-
ports have significantly declined in recent years as a rfsult of
unfair foreign competition and the high value of the dollar;

(2) this decline has been exacerbated by the lack of uniform
and coherent objectives in United Staies agricultural trade
policy and the absence of direction and coordination in trade
policy formulation; ) )

(3) agricultural interests have been under-represented in coun-
cils of government responsible for determining economic policy
that has contributed to a strengthening of the United States
dollar; ) )

(4) foreign policy objectives of the United States have been in-
troduced into the trade policy process in a manner injurious to
the goal of maximizirg United States econcmic interests
through trade; and o )

(5) the achievement of that goal is in the best interests of the
United States.
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(b) It is hereby declared to be the agricultural trade policy of the
United States to—

(1) provide through all means possible agricultural commod-
ities and their products for export dt competitive prices, with
full assurance of quality and reliability of supply;

(2) support the principle of free trade and the promotion of
fairer trade in agricultural commodities and their products;

(3) cooperate fully in all efZ;c])rts to negotiate with foreign
countries reductions in current barriers to /§ir trade;

(4) counter aggressively unfair foreign trade practices using
all available means, including export restitution, export bonus
programs, and, if necessary, restrictions on United States im-
ports of foreign agricultural commodities and their products, as
a means to encourage fairer trade;

(5) remove foreign policy constraints to maximize United
States economic interests through agricultural trade; and

(6) provide for consideration of United States a ricultural
trade interests in the design of national fiscal and monetary
goiz}cy that may foster continued strength in the value of the

ollar.

TRADE LIBEY . .LIZATION

Sec. 1122. (a) Congress finds that—

(1) the present high level of agricultural protectiontsm con-
trasts sharply with the general trade liberalization that has
been achieved since the inception of the General Agreement on
Tariffs and Trade (hereinafter referred to as “GATT"): and

(2) GATT procedures should explicitly recognizc the protective
effect of domestic subsidies that alter trade indirectly by reduc-
ing the demand for imports and increasing the supply of ex-
ports.

(b) It is the sense of Congress that the President should negotiate
with cther parties to GATT to revise GATT rules and codes with
the goal of reducing agricultural export subsidies, tariffs, and non-
tariff barriers to trade.

AGRICULTURAL TRADE CONSULTATIONS

Sec. 1123. (a) To improve the orderly marketing of United States
agricultural commodities, to achieve higher income for United
States producers of agricultural commodities, and to reduce the like-
lihood of an agricultural commodity price war and the need for
export subsidy programs, the Secretary of Agriculture shall, in co-
ordination with the United States Trade Representative, confer with
representatives of other mejor agricultural producing countries and,
at the earliest possible date, initiate and pursue agricultural trade
consultations among major agricultural producing countries.

(b) It is the sense of Congress that the objectives of the consulta-
tions called for in subsection (a) should be to—

(1) increase the exchange of ir;/'ormation on worldwide agri-
cultural production, demand, an commodity supply levels;

(2) determine a more equitable sharing of responsibility for
maintaining agricultural commodity reserves and managing
supplies of agricultural commodities; and
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(3) attain increased cooperation in restraining export subsidy
programs.

(c) The Secretary of Agriculture shall report to Congress by July 1,
1986, and annually thereafter through fiscal year 1990, on the
progress of efforts to initiate and pursue the consultations called for
in subsection (a), including any agreements reached with respect to
the objectives set forth in subsection (b).

TARGETED EXPORT ASSISTANCE

SEc. 1124. (a) For export activities authorized to be carried out by
the Secretary of Agriculture or the Commodity Credit Corpora{ign,
the Secretary of Agriculture shall use under this section, in addition
to any funds or commodities otherwise required under this Act to be
used for such activities, for the fiscal year ending September J0,
1986, and each of the fiscal years thereafter through September 30,
1990, not less than $325,000,000 of funds of, or an equal value of
commodities owned by, the Corporation.

(bX1) Funds or commodities made available for use under this sec-
tion shall be used by the Secretary orly to counter or offset the ad-
verse effect on the export of a Uwited States agricultural commodity
or the product thereof of a subsidy (as defined in ragraph (2)),
import quotas, or other unfair trade practices of a /ggetgn country.

(2) As used in paragraph (1), the term subsidy includes an export
subsidy, tax rebate on exports, financial assistance on preferential
terms, financial assistance for operating losses, assumption of costs
or expenses of production, proczssing, or distribution, a differential
export tax or duty exemption, a domestic consumplion quota, or
other method of furnishing or ensuring the availability of raw ma-
terials at artificially low prices. ) )

(c) The Secretary shall provide export assistance under this section
on a priority basis in the case of— )

(1) agriculiural commodities and the products thereof with re-
spect to which there has been a favorable decision under section
J01 of the Trade Act of 1974 (19 U.S.C. 2411): or

(2) agricultural commodities and the products thereof for
which exports have been adversely affected, as defined by the
Secretary, by retaiiatory actions related to a favorable decision
under section 301 of the Trade Act of 1974 (19 U.S.C. 2411).

SHORT-TERM EXPORT CREDIT

Skc. 1125. (@) In making available any guarantees of the repay-
ment of credit extended on terms of up to 3 years in connection with
the export sale of United States agricultural commodities or the
products thereof, the Commodity Credit Corporation shall take into
account—

(1) the credit needs of countries that are potential purchasers
of United States agricultural exports; )

(Z) the creditworthiness of such countries; and )

(3) whether the availability of Commodity Credit Cor, ration
guarantees will improve the competitive position of United
States agricultural exports in worl  markets.

(b) Effective for the fiscal year ending September J0, 1986 and
each fiscal vear thereafter through the fiscal year ending Septembsr
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30, 1990, the Commodity Credit Corporation shall make avatlable
not less than $5,000,000,000 in credit guarantees under its export
credit guarantee pogram for short-term credit extended to finance
the export sales of United States agricultural commodities and the
products thereof.

(c) Notwithstanding any other provisicn of law, the Secretary of
Agriculture may not charge an origination fee with respect to any
credit Juarantee transaction under the Export Credit Guarantee

cgrum (GSM-102) in excess of an amount equal to one percent of
the credit extended under the transaction.

COOPERATOR MARKET DEVELOPMENT PROGRAM

Sec. 1126. (a) It is the sense of Congress that the cooperator
market development program of the Foreign Agricultural Service
should be continued to help develop new markets and expand and
maintain existing markets for United States agricultural commod-
ities, using nonprofit agricultural trade organizations to the maxi-
mum extent practicable.

(b) The cooperator market development program shall be exempl
from the requirements of Circular A 110 issued by the Office of
Management and Budget.

(c) Subclause (B) of section i207(aX5) of the Agriculture cind Food
Act of 1981 (7 U.S.C. 1736m(aX5XB)) is amendetf to read as follows:
“B) funding an export market development rogram for value-
added farm products and processed fi at a higher funding level

than that provided during the fiscal yecr ending September 30,
1985; and”’,

DEVELOPMENT AND EXPANSION OF MARKETS FOR UNITED STATES
AGRICULTURAL COMMODITIES

Sec. 1127, (aX1) Notwithstanding any other provision of law, the
Secretary of Agriculture (hereafter in this section referred io as the
“Secretary”) shall formulate and carry out a program under which
agricultural commodities and the products thereof acquired by the
Commodity Credit Corporation are provided to United States export-
ers, users, and processors and foreign purchasers at no cost to en-
courage the development, maintenance, and expansion of export
markets for United States agricultural commodities and the prod-
ucts thereof, i~!uding value-added or high-value agricultural prod-
ucts produced 1. the United States.

(2XA) The term “agricultural commodities”, as used in this sec-
tion in referring to United States agricultural commodities, in-
cludes, but is not limited to—

(i) wheat, feed grains, upland cotton, rice, soybeans, and dairy
products produced in the United States;

(i) any other agricultural commodity produced in the United
States that is determined by the Secretary of Agriculture to be
in surplus supply and that can be purchased with funds avail-
able under section 32 of the Act entitled “An Act to amend the
Agricultural Adjustment Act, and for other purposes” approved
August 24, 1935; and

(tit) products of the commodities and products described in
clauses (i) and (ii) that are processed in the United States.
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(B) United States agricultural commodities, as described in clause
(ii) of suip~ragraph (A), may not be purchased with funds available
under section 32 of the Act entitled “An Act to amend tke Agricul-
tural Adjustment Act, and for otherfurposes", approved August 24,
1935, for the scle purpose of use under the ﬁrogram under this sec-
tion; and suc’. commodities, or products thereof, may not be fur-
nished to a United States user, exporter, processor, or foreign pur-
chaser under the program under this section except by mutual agrze-
ment of such user, exporter, processor, or purchaser and the Secre-
tary. )

(3) In carrying out paragraph (1), the Secretary may provide such
commodities in order to make United States commodities more com-
petitive and shall, to the extent necessary, provide such commodities
and products—

(A) to counuer or offset— )

(i) the adverse effect on the e:(rfort of a United States ag-
ricultural commmodity or the product therenf of a subsidy (as
defined in paragraph (4)) or other unfair tr_Jde practice of a
foreign country that directly or indirectly benefits produc-
ers, processors, or exporters of agricultural commodities in
such foreign country; ) )

(ii) the adverse effects of United States agricultural price
support levels that are temporarily above th'e export prices
o/jered by overseas compel tors in export markets; or )

(i) fluctuations in the exchange rate of the United
States dollar against other major currencies; and )

(B) in conjunction with an intermediate export credit pro-
gram conducted by the Commodity Credit Corporation—-

(i) for the export sale of breeding animals (including, bu!
not limited to, cattle, swine, sheep, and poultry), including
the cost of freight from the United States to designated
points of entry in othei nations; and ] ]

(ii) for the establishment of facilities in the importing
nation to improve handling, marketing, processing, storage,
or distribution of imported agricultural commodities
(through the use of local currency generated jrom the
import and sale of United States agricultural commodities
or the products thereof to finance all or part of such facili-
ties). o

(4) As used in paraizaph (SXAXi), the term “subsicy” includes an
export subsidy, tax rebate on exports, financial assistance on prefer-
ential terms, financial assistance for operating losses, assumption of
costs or expenses of productior., processing, or distribution, a differ-
ential export tax or duty exemption, a dqmestlc consumption quota,
or other method of furnishing or ensuring the availability of raw
materials at artificially low prices. ) ‘

(b) In carryin‘é out the program established by this section, the

cretary of Agriculture—

Se (’13' si{alf take such action as may be necessary to ensure that
the program provides equal treatment to domestic and foreign
purchasers and users of United States agricultural commodities
and the products the’r::[ in any case in which the importation
of a manufactured product made, in whole or in [mrt, from a
commodity or the product thereof made available for export
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under this section would place domestic users of the commodity
or the product thereof at a campetitive disadvantage;

(2) shall, to the extent that agriculturcl commodities and the
products thereof are to be provided to foreign purchasers during
any fiscal year, consider for participation all interested foreign
purchasers, giviny priority to those who have traditionally pur-
chased United States agricultural commodities and the prod-
ucts thereof and who continue to purchase such commodities
and the products thereof on an annual basis in quantities great-
er than the level of purchases in a previous representative
period;

(3) shall encourage increased use and avoid displacing usual
marketings of United States agricultural commodities and the
products thereof:

) shqll take reasonatle precautions to prevent the resale or
transshipment to other countries, or use for other than domestic
use in the importing country, of agricultural commodities or the
products thereof the export of which is assisted under this sec-
tion; and

(5) may provide to a United States exporter, user, processor, or
foreign purchaser, under the program, agricultural commodities
of a kind different than the agricultural commodity involved in
the transaction for which assistcnce under this section is being
provided.

(cXD If a country does not meet the financial qualifications for
export credit or credit guarantees provided by the Commodity Credit
Corporation, the Secretary may provide to such country agricultural
commodities and the products thereof acquired by the Corporation
to the extent necessary to reduce the cost to such country of purchas-
ing United States agricultural commodities and to allow such coun-
try to meet such qualzlications.

(2) The Secretary shall review and adjust annually the quantity
of commodities provided to a country under paragraph (1) in order
to encourage such country to place greater reliance on increased use
of commercial trade to meet the qualifications referred to in para-
graph (1),

(dX1) In carrying out this section, the Secretary may make green
dollar export certificates available to commercial exporiers of
United States agricultural commodities and the products thereof.

(2) The Secretary shall make such certificates available under
such terms and conditions as the Secretary determines appropriate.

(3) The amount of such certificates to be made available to an ex-
porter may be determined—

(A) on the basis of competitive bids submitted by exporters; or

(B) by announcement of the Secretary.

(4XA) An exporter may redeem a green dollar export certificate for
commodities owned by the Commod?fy Credit Corporation.

(B) For purposes of redeeming such certificates, the Secretary may
establish values for such commodities that are different than the
acquisition prices of such commodities.

(5) Such certificates—

(A) may be transferred among commercial exporters of United
States agricultural commodities; and
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(B) shall be redeemed within 6 months after the date of issu-
ance.

(e) The Secretary of Agriculture shall carry out the progrem estab-
lished by this section through ih. Commodity Credit Corporation.

(f) Any price restrictions that otherwise may be applicable to dis-
positions of agricultural commodities owned by the Commodity
Credit Corporation shall not apply to agriculturel commodities pro-
vided under this section.

(g) The program establisked under this section shall be in addi-
tion to, and not in place of, any authority granted to the Secretary
of Agriculture or the Commodity Credit Corporation under any
other provision of law.

(h) The authority provided under this section shall terminate on
September 30, 1990.

(1) During the period beginning October 1, 1985, and ending Sep-
tember 30, 1988, the Secretary shall use agricultural commodities
and the products thereof referred to in subsection (a) that are equc!
in value to not less than $2,000,000,000 to carry out this section. To
the maximum extent practicable, such commodities shcll be used in
equal amounts during each of the years in such period.

POULTRY, BEEF AND PORK MEATS AND MEAT-FOOD PRODUCTS,
EQUITABLE TREATMENT

Sec. 1128. I, the case of any program operated by the Secretary of
Agriculture during the y2ars 1986 through 1989, for the purpose of
encouraging or enhancing commercial sales in foreign export mar-
kets of agricultural products or commodities produced in the Un:ted
States, which program includes the payment of a bonus or incentive
(in cash, commodities, or other benefits) provided to the purchaser,
the Secretary shall seek to expend annually at least 15 per centum
of the total funds available (or 15 per centum of the value of any
commodities employed to encourage such sales) for program activi-
ties to likewise encourage and enhance the expcrt sales of pouliry,
beef or pork meat and meat products.

PILOT BARTER PROGRAM FOR EXCHANGE OF AGRICULTURAL
COMMODITIES FOR STRATEGIC MATERIALS

Sec. 1129. Section 416 of the Agricultural Act of 1949 is amended
by adding at the end thereof the following:

“tdX1) The Secretary shall establish and carry out a pilot program
under which strategic or other materials that the United States does
no¢ produce domestically in amounts sufficient for its requirements
and for which national stockpile or reserve goals established by law
are unmet shall be acquired in exchange for commodities meeting
the criteria specified in subsection (a).

“(2) The program established under paragraph (1) shall be carried
out througf agreements with at least two countries.

“(3) In establishing the pilot program under parcgraph (2), the
Secretary shall give priority to—

“(A) the acquisition of materials that involve less risk of loss
through deterioration and have lower storage costs than the ag-
ricultura! commodities or prcducts for which they are ex-
chanoed- and
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‘“(B) nations with food and currency reserve shortages.

“(4) To the extent practical, the Secretary shall use private chan-
nels of commerce to consummate any exchange of commodities for
materials under the program.

“(5) Any materials acquired under the programs shall be held by
the Commodity Credit Corporation and may be transferred, on a re-
imbursable bos's, to any Department or agency of the United States
that has responsibility for any reserve or other need for the materi-
al. Any material acquired, in excess of any required reserve, may be
sold by the Corporation to the extent authorized by the Secretary
taking into consideration any effect that such sale may have on the
commercial market of such material.

“(6) The program established by the Secretary shall be carried out
during the fiscal years ending September 30, 1986, and September
30, 1987, and the Secretary shall submit a report to Congress, not
later than 60 days after the end of each such fiscal year with re-
spect to the operation of the program.”’

AGRICULTURAL EXPORT CREDIT REVOLVING FUND

Sec. 1130. Section 4(dX6) of the Food for Peace Act of 1966 (7
U.S.C. 1767a(dX6)) is amended by striking out “1985" both places it
appears and inserting in lieu thereof ''1990"

INTERMEDIATE EXPORT CREDIT

SEc. 1131. Section 4(b) of the Food for Peace Act of 1966 (7 U.S.C.
1707a(b)) is amended—

(1) by adding at the end of paragraph (1) the following new
sentence: “In addition, the Corporation may guarantee the re-
payment of loans made to finance such sales.""

(2) in paragraph (2)—

(A) by inserting *, and no loan may be guaranteed,” after
“financed":

(B) by striking out “or" at the end of clause (A);

(C) by striking out the Period at the end of clause (B) and
inserting in lieu thereof *: or’" and

(D) by inserting at the end thereof the following new
clause:

*(C) otherwise promote the export of United States agri-
cultural commodities.

(3) by striking out paragraph (7);

(4) by redesignating paragraphs (3) through (6) as pc~ zraphs
(4) through (7), respectively;

(5) by inserting after paragraph (2) the following new para-

h:

“(«%m ﬁze Secretary is encouraged, to the maximum extent practica-
ble, to finance or guarantee the export sales of agricultural commed-
ities under this subsection to purchasers from—

“(A) countries that are previous recipients of credit extended
under title I of the Agricultural Trade Development and Assist-
ance Act of 1954 (7 UgglC 1701 et seq.);

“(B) countries unable, as determined by the Secretary, to uti-
lize other short-term export credit programs offered by the Secre-
tary or the Commodity Credit Corporation: and
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“(C) countries that are friendly countries, as defined in sec-
tion 103(d) of such Act (7 US.C. 1708(d)).":
(6) in paragraph (4) (as redesignated by clause (4)—

(A) by inserting “or guarantees” after “financing""

(B) by striking out “and” at the end of subparagraph (C);

(C) by striking out “credit” in subparagraph (D);

(D) by striking out the period at the end of subparagraph
(D) and inserting in lieu thereof a semicolon; and

{E) by adding at the end thereof the following new sub-
paragraphs:

‘(E) to finance the importation of agricultural commod-
ities by developing nations for use in meeting their food
and fiber needs; and '

“(F) otherwise to promote the export sales of agricultural
commodities.":

(7) in paragraph (5) (as redesignated by clause (4))—
(A) by inserting ‘or guarantees” after “financing’: and
(B) by striking out “to encourage credit competition, or':
(8) in paragraph (6) (as rcdesignated by clause (4)—

(A) by inserting ‘(A)” after the paragraph designation;

(B) by redesignating subparagraphs (A) and (B) as clauses
(1) and (ii), respectively;

(C) by amending clause (i) (as redesignated) to read as fol-
lows:

(i) Repayment shall be in dollars with interest at a rate de-
termined by the Secretary.’’: and

(D) by adding at the end thereof the following new sub-
paragraph: ) )

“(B) Contracts of guarantee under this subsection shall contain
such terms and conditions as the Commodity Credit Corporation
shall determine.”’; ) o

(9) by ...serting ‘or guarantees’’ after “financing’ in para-
graph (7) (as redesignated by clause (4)); .

(10) by Inserting ‘“or guaranteed’ after “financed’ in para-
graph (8); and )

(11) by adding at the end thereof the following new para-
raph: )

"(1g0) %or purposes of guaranteeing export sales under this subsec-
tion, the Commodity Credit Corporation shall make available—

“CA) for each of the fiscal years ending September 30, 1986,
through September 30, 1988, not less than $£500,000,000; and

‘““B) for each of the fiscal years ending September”;?o, 1989
and September 30, 1990, not more than $1,000,000,000.".

AGRICULTURAL ATTACHE REPORTS

Sec. 1132. (a) The Secretary of Agriculture shall require appropri-
ate officers and employees of the Departmen! of Agriculture, m'clud-
ing those stationed in foreign countries, to prepare and submit an-
nually to the Secretary detatled reports that—

(1) document the nature and extent of— ) ) )
(A) programs in such countries that provide direct or in-
direct government support for the export of agricultural
rommaodities and the nroducts thereof: and
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(B) other trade practices that may impede the ent
I3 - ry O
United States agricultural commodities and the product:{
tl_zereo[ into such countries; and
(2) identify opportunities for the export of United States agri-

::u_lturul commodities and the products thereof to such coun-
ries.

(1) review :he reports prepared under subsection (a) and any
other information available to identify export subsidies or other
export enhancing techniques (within the meaning of the agree-
ment on Interpretation and Application of Articles VI X | Z4

(A) harrp United States exports,

(B) are inconsistent with the Agreement on Interpretation
c_z'nd Application of Articles VI, XVI, and XXIII of the
General Agreemenf on Tariffs and Trade,

) nullzfy.or tmpair benefits accruing to the United
States under international agreements, or

(D) cause serious prejudice io the interests of the United
States and

(3) submit to the Congress and to the Secretary of Agriculture
an annual report on—

(A) the existence and status of export subsidies and other
export enhancing techniques that are the subject of the in-
vesttgattorg conducted under paragraph (1), and

(B) the identification and assignment of priority to mar-
kets under baragraph (2).

(d) The Secretary and the United States Trade Representative
shall convene a meeting, at least once a year, of the Agricultural
POIle'AdUlSOT:)' Committee and the agricultural technical advisory
committees to develop specific recommendations for actions to be
taken by the Federal Government and private industry to—

_ (1) reduce or eliminate trade barriers or distortions tdentified
in the annual reports required to be submitted under subsec-
tions (a) and (c): and

(2) expand United States agricultural export opportuniti
identified in such annual reports. P pportunities
CONTRACT SANCTITY AND PRODUCER EMBARGO PROTECTION
StSfC. 1133. (@) It is hereby declared to be the policy of the United
ates—

_ (1) to foster and encourage the export of agricultural commod-
tties and the products of such commodities;
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(2) not to restrict or limit the export of such commodities and
products except under the most compelling circumstances;

(3) that any prohibition or limitation on the export of such
commodities or products should be imposed only in time of a
national emergency declared by the President under the Export
Administration Act; and

(4) that contracts for the export of such commodities or prod-
ucts entered into before the imposition of any prohibition or
limitation on the export of such commodities or products skould
not be abrogated.

(b) Section 1204 of the Agriculture and Food Act of 1981 (7 US.C.
1736j) is amended—

(1) in subsection (a), by striking out “involved by" and all
that follows through the period and inserting in liey thereof
“involved by making payments available to such producers, as
provided in subsection (b) of this section.”

(2) by striking out “clause (1) of”’ in subsection )

(3) by striking out subsection (d): and

(4) by redesignating subsections (e), {f), and (g) as subsections
(d), (e), and (f), respectively.

STUDY TO REDUCE FOREIGN EXCHANGE RISX

Sec. 1134. (a) The Secretary of Agriculture shall conduct a study
to determine the feasibility, Ppracticability and cost of tmplementing
a program to reduce the risk of foreign exchange fluctuations that is
incurred by the purchasers of United States agricultural exports
under United States export credit promotion programs. The purpose
of the study is to examine whether the GSM-102 program and all
other United States export credit initiatives relating to agricultural
exports would be enhanced by the United States assuming the for-
eign exchange risk of the buyer which resulted from a rise in the
value of the United States dollar ccmpared to the trade-weighted
index of the dollar. The index referred to is the “trade-weighted
index" published by the Department of Commerce as a measurement
of the relative buying power of the dollar compared to the currencies
of nations trading with the United States. The elements of the pro-
gram to be considered in this study would include the following:

(1) On the date a foreign buyer receives GSM-102 or other
credit for purposes of purchasing United States agricultural
products, tfe maximum loan repayment exchange rate would be
tied to the trade-weighted value of the United States dollar on
the same date.

(2) If in the future the United States dollar gains in strength
(a higher trade-weighted index), the buyer would continue to
repay the loan at the lower value fixed at the time the GSM-
102 credit was extended.

(3) If the United States dollar falls in value during the term
of the repayment [Deriod, the foreign buyer could calculate his
repayment on the lower dollar value.

(b) Not later than six months after the enactment of this Act, the
Secretary shall report the results of such study to the Committee on
Agriculture of the House of Representatives and to the Committee
on Agriculture, Nutrition, and Ig)restr:y of the Senate.
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Subtitle C—Export Transportation of Agricultural Commodities
FINDINGS AND DECLARATIONS

Seendigdw(a) The Congress finds and declares—

(1) that a productive and healthy agricultural industry and a
strong and active United States maritime industry are vitally
important to the economic well-being and national security ob-
Jectives of our Nation;

(2) that both industries must compete in international mar-
kets increasingly dominated by foreign trade barriers and the
subsidization practices of foreign governments; and

(3) that increased agricultural exports and the utilization of
United States merchant vessels contribute positively to the
‘United States balance of trade and generate employment oppor-
tunities in the United States.

(b) It is therefore declared to be the purpose and policy of the Con-
gress in this subtitle—

(1) to enable the Department of Agriculture to plan its export
programs effectively, by clarifying the ocean transportation re-
quirements applicable to such programs;

(2) to take immediate and positive steps to promote the
growth of the cargo carrying capacity of the United States mer-
chant marine;

(3) to expand international trade in United States agricultur-
al commodities and products and to develop, maintain, and
expand markets for United States agricultural exports;

(4) to improve the efficiency of administration of both the
commodity purchasing and selling and the ocean transportation
activities associated with export programs sponsored by the De-
partment of Agriculture;

(5) to stimulate and promote both the agricultural and mari-
time industries of the United States and encourage cooperative
effgrts by both industries to address their common problems;
an

(6) to provide in the Merchant Marine Act, 1936, for the ap-
propriate disposition of these findings and purposes.

EXEMPTION OF CERTAIN AGRICULTURAL EXPORTS FROM THE
REQUIREMENTS OF THE CARGO PREFERENCE LAWS

Bt is® The Merchant Marine Act, 1936, (46 US.C. 1101 et seq.)
is amended by inserting after section 901 the following:

“SEc. 90la. The requirements of section 901(bX1) of this Act and
the Joint Resolution of March 26, 1934 (46 U.S.C App. 1241-1),
shall not apply to any export activities of the Secretary of Agricul-
ture or the Commodity Credit Corporation—

“1) under which agricultural commodities or the products
thereof acquired by the Commodity Credit Corporation are
made available to United States exporters, users, processors, or
foreign purchasers for the purpose of developing, maintaining,
or expanding export markets for United States agricultural
commudities or the products thereof at prevailing world market
prices;
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“2) under whi-h payments are made available to United
States exporters, users, or processors or, except as provided in
section 901b, cash grants are made available to foreign purchas-
ers, for the purpose described in paragraph (1);

“(3) under which commercial credit guarantees are blended
with direct credits from the Commodity Credit Corporation to
reduce the effective rate of interest on export sales of United
States agricultural commodities or the products thereof:

“4) under which credit or credit guarantees for not to exceed
J years are extendeu by the Commodity Credit Corporation to fi-
nance or guarantee export sales of United States agricultural
commodities or the products thereof; or

“(5) under which agricultural commodities or the products
thereof owned or controlled by or under loan from the Commod-
ity Credit Corporation are exchanged or bartered for materials,
goods, equipment, or services, but only if such materials, goods,
equipment, or services are of a value at least equivalent to the
value of the agricultural commodities or products exchanged or
bartered therefor (determined on the basis of prevailing world
market prices at the time of the exchange or barter), but noth-
ing in this subsection shall be construed to exempt from the
cargo preference provisions referred to in section 901b any re-
quirement otherwise applicable to the materials, goods, equip-
ment, or services imported under any such transaction.

“SHIPMENT REQUIREMENTS FOR CERTAIN EXPORTS SPONSORED BY THE
DEPARTMENT OF AGRICULTURE

“Sec. 901b. (ax1) In addition to the requirement for United
States-flag carriage of a percentage of gross tonnage imposed by sec-
tion 901(bX 1) of this Act, 25 percent of the gross tonnage of agricul-
tural commodities or the products thereof specified in subsection (b)
shall be transported on United States-flag commercial vessels. )

“(2) In order to achieve an orderly and efficient implementation of
the requirement of paragraph (1)—

“(A) an additional quantity equal to 10 percent of the gross
tonnage referred to in paragraph (1) shall be transported in
United States-flag vessels in calendar year 1986;

“(B) an additional quantity equal to 20 percent of the gross
tonnage shall be transported in such vessels in calendar year
1987; and

‘“(C) an additional quantity equal to 25 percent of the gross
tonnage shall be transported in such vessels in calendar year
1988 and in each calendar year thereafter. o

“tb) This section shall apply to any export activitv of the Com-
modity Credit Corporation or the Secretary of Agriculture—

“(1) carried out under the Agricultural Trade Development
and Assistance Act of 1954 (7 U.S.C. 1691 et seq.);

“(2) carried out under section 416 of the Agricultural Act of
1949 (7 US.C. 1431); )

“(3) carried out under the Food Security Wheat Reserve Act of
1980 (7 U.S.C. 1736f-1); .

“04) under which agricultural commodities or the products
thereof are—
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“lA) donated through foreign governments or agencies,
private or public, including intergovernmental organiza-
tions; or

“(B) sold for foreign currencies or for dollars on credit
terms of more than ten years;

“(5) under which agricultural commodities or the products
thereof are made available for emergency food relief at less
than prevailing world market prices;

“(6) under which a cash grant is made directly or through an
intermediary to a foreign purchaser for the purpose of enabling
the purchaser to obtain United States agricultural commodities
or the products thereof in an amount greater than the differ-
ence between the prevailing world market price and the United
States market price, free aimg side vessel at United States port;
or

“(7) urder which agricultural commodities owned or con-
trolled by or under loan from the Commodity Credit Corpora-
tion are exchanged or bartered for materials, goods, equipment,
or services produced in foreign countries, other than export ac-
tivities described in section 901a(5).

“lcX1) The requirement for United States-flag transportation im-
posed by subsection (a) shall be subject to the same terms and condi-
tions as provided in section 901(b) of this Act.

“U2XA) In order to provide for effective and equitable administra-
tion of the cargo preference laws the calendar year for the purpose
of compliance with minimum percentage requirements shall be for
12 month periods commencing April 1, 1986.

“(B) In addition, the Secretary of Transportation, in administer-
ing this subsection and section 901(b), and consistent with these sec-
tions, shall take such steps as may be necessary and practicable
without detriment to any port range to preserve during calendar
years 1986, 1987, 1988, and 1989 the percentage share, or metric ton-
nage of bagged, processed, or forti/l::d commodities, whichever is
lower, e.xperiencetiD in calendar year 1984 as determined by the Secre-
tary of Agriculture, of waterborne cargoes exported from Great Lake
ports pursuant to title II of the Agricultural Trade Development
and Assistance Act of 1954 (7 U.S.C. 1721 et seq.).

“td) As used in subsection (b), the term ‘export activity’ does not
include inspection or weighing activities, other activities carried out
for health or safety pu es, or technical assistance provided in the
handling of commercial iransactions.

“(eX1) The prevailing world market price as to agricultural com-
modities or the products thereof shall be determined under sections
901a through 901d in accordance with procedures established by the
Secretary of Agriculture. The Secretary shall prescribe such proce-
dures by reguﬁz’;ion, with notice and opportunity for public com-
ment, pursuant to section 553 of title 5, United States Code.

“(2) In the event that a determination of the prevailing world
market price of any other type of materials, g , equipment, or
service is required in order to determine whether a Zarter or ex-
change transaction is subject to subsection (bX6) or (bX7), such deter-
mination chall he made the Secretarv of Agriculture in consulta-
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“MINIMUM TONNAGE

“Sec. 901c. (aX1) For fiscal year 1986 and each fiscal year thereaf-
ter, the minimum quantity of agricultural commodities to be export-
ed under programs subject to section 901b shall be the average of
the tonnage exported under such proframs during the base period
defined in subsection (b), discarding the high and low years.

“(2) The President may waive the minimum quantity for any
fiscal year required under paragraph (1) if he determines and re-
ports to the Congress, together with his recsons, that such quantity
cannot be effectively used for the purposes of such programs or,
based on a certification by the Secretary of Agriculture, that the
commodities are not available for reasons which include the un-
availability of funds.

“(b) The base period utilized for computing the minimum tonnage
quantity referred to in subsection (a) for ary fiscal year shall be tfe
five fiscal years beginning with the sixth fiscai year preceding such
fiscal year and ending with the second fiscal year preceding such
fiscal year.

“FINANCING OF SHIPMENT OF AGRICULTURAL COMMODITIES IN UNITED
STATES-FLAG VESSELS

“Sec. 901d. (a) The Secretary of Transportation shall finance any
increased ocean freight charges incurred in any fiscal year which
result from the application of section 901b.

“(b) If in any fiscal year the total cost of ocean freight and ocean
freight differential for which obligations are incurred by the De-
partment of Agriculture and the Commodity Credit Corporation on
exports of agricultural commodities and products thereof under the
agricultural export programs specified in section 901b(b) exceeds 20
percent of the value of such commodities and products and the cost
of such ocean freight and ocean freight differential on which obliga-
tions are incurred by such Department and Corporation durirlzisuch
year, the Secretary of Transportation shall reimburse the Depart-
ment of Agriculture and the Commodity Credit Corporation for the
amount o/g such excess. For the purpose of this subsection, commod-
ities shipped from the inventory o/P?Ife mmodity Credit Corpora-
tion shalfebe valued as provided in section §03(b) of the Agricultur-
al Trade Development and Assistance Act of 1954 (7 U.S.C. 1733(b)).

“(c) For the purpose of meeting those expenses required to be as-
sumed under subsections (a}) and (b), the Secretary of Transportation
shall issue to the Secretary of the Treasury such obligations in such
forms and denominations, bearing such maturities and subject to
such terms and conditions, as may be prescribed by the Secretary of
Transportation with the approval of the Secretary of the Treasury.
Such obligations shall be at a rate of interest as determined by the
Secretary of the Treasury, taking into consideration the average
market yield on outstanding marketable obligations of the United
States with remaining periods of maturity comparable to the aver-
age maturities of suci obligations during the month preceding the
issuance of such obligations of the Secretary of Transportation. The
Secretary of the Treasury shall purchase any obligations of the Sec-

retary of nsportation issued under this subsection and, for the
5 € o0 e niinl AR Banttane tha Qaonrotary af the Trone.
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ury may use as a public debt transaction the proceeds from the sale
of any securities tssued under chapter 31 of title 31, United States
Code, after the date of the enactment of this Act and the purposes
for whi k securities may be issued under such chapter are extended
to include any purchases of the obligations of the Secretary of
Transportation under this subsection. All redemptions and pur-
chases by the Secretary of the Treasury of the obligations of the Sec-
retary of Transportation shall be treated as public-debt transactions
of the United States.

“(d) There is authorized to be appropriated annually for each
fiscal year, commencing with the fiscal year beginning October 1,
1986, an amount sufficient to reimburse the Secretary of Transporta-
tion for the costs, including administrative expenses and the princi-
pal and interest due on the obligations to the Secretary of the Treas-
ury incurred under this section. Reimbursement of any such costs
shall be made with appropriated funds, as provided in this section,
rather than through cancellation of notes.

“le) Notwithstanding the provisions of this section, in the event
that the Secretary of Transportation is unable to obtain the funds
necessary to finance the increased ocean freight charges resulting
from the requirements of subsections (a) and (b) and section 901b(a),
the Secretary of Transportation shall so notify the Congress within
10 working days of the discovery of such insufficiency.

“AUTHORIZATION OF APPROPRIATIONS

“Sec. 901e. There are authorized to be appropriated such sums as

may be necessary to carry out the provisions of sections 90la
through 901k.

“TERMINATION OF SECTI.NS 901a THROUGH 901k

“Sec. 901f. The operation of sections 901a through 901k shall ter-
minate 90 days after the date on which a notification is made pur-
suant to section 901d(e), except with respect to shipments of agricul-
tural commodities and products subject to contracts entered into
before the expiration of such 90-day period, unless within such 90-
day period the Secretary of Transportation proclaims that funds are
available to finance increased freight charges resulting from the re-
quirements of sections 901b(a) antf.901d (a) and (b). In the event of
termination under this section, nothing in sections 90la through
901d shall be construed as exempting export activities from or sub-
Jecting export activities to the cargo preference laws except to the
extent those activities are exempt uncIZr section 4(b) of Public Law
95-501 (7 U.S.C. 1707a(b). In the event of termination under this sec-
tion, the 50 percent requirement in section 901(b) of the Merchant
Marine Act, 1936 shall be in full effect.

“NATIONAL ADVISORY COMMISSION ON AGRICULTURAL EXPORT
TRANSPORTATION POLICY

“Sec. 901g. (a) There is hereby established an advisory commis-
sion to be known as the National Advisory Commission on Agricul-
tural Export Transportation Policy (hereafter in this section
through section 901j referred to as the ‘Commission’).

“(bX1) The Commission shall be composed of 16 members.
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“(2) Eight members of the Commission shall be appointed by the
President.

"“(3) The chairman and ranking minority members of the Senate
Committee on Agriculture, Nutrition, and Forestry, of the Subcom-
mittee on Merchant Marine of the Senate Committee on Commerce,
Science, and Transportation, of the House Committee on Agricul-
ture, and of the House Committee on Merchant Marine and Fisher-
ies shall serve as members of the Commission.

“(4XA) Four of the members appointed by the President shall be
representatives of agricultural producers, cooperatives, merchandis.
ers, and processors of agricultural commodities.

“(B) The remaining four members appointed by the President
shall be representatives of the United States-flag maritime industry,
two of whom shall represent labor and two of whom shall represent
management.

‘“lcX1) The members of the Commission shall elect a Chairman
from among its members.

“2) Any vacancy in the Commission does not affect its powers but
shall be filled in the same manner in which the original appoint-
ment was made.

“DUTIES OF THE COMM.ISSION

“SEc. 901h. (a) It shall be the duty of the Commission to conduct
a comprehensive study and review of the ocean transportation of ag-
ricultural exports subject to the cargo preference laws referred to in
section 901b and to make recommendations to the President and the
Congress for improving the efficiency of such transportation on
United States-flag vessels in order to reduce the costs incurred by
the United States in connection with such transportation. In carry-
ing out such study and review, the Commission shall consider the
extent to which any unfair or discriminatory Fractices of foreign
governments increase the cost to the United States of transporting
agricultural commodities subject to such cargo preference laws.

“tbX1) The Commission shall submit an interim report to the
President and the Congress not later than one year after the date of
the enactment of this subtitle and such other interim reports as the
Commission considers advisable.

“(2) The Commission shall submit a final report containing its
findings and recommendations to the President and the Congress
not later than two years after the date of the enactment of this sub-
title. The report shall include recommendations for any changes in
the provisions of paragraph (1) that would help assure that the cost
of ocean freight and ocean freight differential incurred by the De-
partment of Agriculture and the Commodity Credit Corporation on
the agricultural export programs specified in section 901 b, is not in-
creased above historical levels as a result of the extra demand for
United States-flag vessels caused by section 901b.

‘(3) Sixty days after the submission cf the final report, the Com-
mission shall cease to exist.

“(c) The Commission shall include in its reports submitted pursu-
ant to subsection (b) recommendations concerning the feasibility and
desirability of achieving the following goals with respect to the
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ocean transportation of agricultural commodities subject to the
cargo preference laws referred to in section 901b:

“(1) Ensuring that the timing of commodity purchase agree-
ments entered into by the United States in connection with the
export of such commodities, and the methods of implementing
such agreements, will minimize cost to the United States.

‘(2) Ensuring that shipments of such commodities are made
on the most modern and efficient United States-flag vessels
available.

“(3) Ensuring that shipments of such commodities are made
under the most advan’ageous terms available, including—

‘“YA) charters for full shiploads;

“(B) charters for intermediate or long term;

“UC) charters for consecutive voyages and contracts of af-
freightment; and

‘(D) adjustment of rates in the event that vessels used for
shipments of such commodities also carry cargoes on return
voyages.

“(4) Reduction and elimination of impediments, including
delays in port, to the efficient loading and operation of the ves-
sels employed for shipment of such commodities.

“(5) Utilization of open and competitive bidding for the ocean
transportation of such commodities.

“INFORMATION AND ASSISTANCE TO BE FURNISHED TO THE
COMMISSION

“SEc. 901i. (a) Each department, agency, and instrumentality of
the United States, including independent agencies, shall furnish to
the Commission, upon request made by the Chairman, such statisti-
cal data, reports, and other information as the Commission consid-
ers necessary to carry out its functions.

“b) The Secretary of Agriculture and the Secretary of Transporta-
tion shall make available to the Commission such staff, personnel,
and administrative services as may reasonably be required to carry
out the Commission’s duties.

“COMPENSATION AND TRAVEL AND SUBSISTENCE EXPENSES OF
COMMISSION MEMBERS

“Sec. 901j. Members of the Commission shall serve without com-
pensation in addition to compen-~ation they may otherwise be enti-
tled to receive as employees of tae United States or as Members of
Congress, but shall be reimbursed for travel subsistence, and other
necessary expenses incurred in the performance of duties vested in
the Commission.

“DEFINITION OF UNITED STATES FLAG VESSEL ELIGIBLE TO CARRY
CARGOES UNDER CERTAIN SECTIONS

“Sec. 901k. A United States flag vessel eligible to carry cargoes
under sections 901b through 901d means a vessel, as defined in sec-
tion 3 of title 1, United States Code, that is necessary for national
security purposes and, if more than 25 years old, is within five years
of having been substantially rebuilt and certified by the Secretary of
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Transportation as having a useful life of at least five years after
that rebuilding.".

EFFECT ON OTHER LAWS

WOETIIS® This subtitle shal! not be construed as modifying in
any manner the provisions of section 4(bX8) of the Food for Peace
Act of 1966 (7 US.C. 1707a(bX8)) or chapter 5 of title 5, United
States Code.

Subtitle D—Agricultural Imports
TRADE CONSULTATIONS

Sec. 1151. (c) The Secretary of Agriculture shall require consulta-
tion between the Administrator of the Foreign Agricultural Service
and the heads of other appropriate agencies and offices of the De-
partment of Agriculture, including the Administrator of the Animal
and Plant Health Inspection Service, before relaxing or removing
any restriction on the importation of any agricultural commodity or
a product thereof into the United States.

(b) The Secretary shall consult with the United States Trade Rep-
resentative before relaxing or removing any restriction on the impor-
tation of any agricultural commodity or a product thereof into the
United States.

APRICOT STUDY

Sec. 1152. (a) Tne Secretary of Agriculture, in conjunction with
the United States Trade Representative, not later than 120 days
after the date of cnactment of this Act, shall complete a study to
determine—

(1) the effect o apricot imports into the United States on the
domestic apricot industry; and

(2) the extent and nature of apricot subsidies existing in the
countries from which such apricot imports are derived. ‘

(b) The Secretary shall report the results of the study conducted
under subsection (a), as soon as the study is completed, to the Comn-
mittee on Agriculture of the House of Representatives and the Com-
mittee on Agriculture, Nutrition, and Forestry of the Senate.

STUDY RELATING TO BRAZILIAN ETHANOL IMPORTS

Sec. 1155. The Secretary of Agriculture shall conduct a study to
determine the impact that the import of Brazilian ethanol has on
the domestic price of corn and other grains and the domestic etha-
nol refining industry. The Secretary of Agriculture shall also, in
consultation with the International Trade Commission and the
United States Trade Representative, determine what relief should be
granted because of the interference of subsidized Brazilian ethanol
with the domestic ethanol industry. Not later than 60 days after the
enactment of this Act, the Secretary shall report the results of such
study to the Committee on Agriculture and the Committee on Ways
and Means of the House of Representatives and to the Committee on
Agriculture, Nutrition, and Forestry of the Senate.
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1004.) The Senate amendment contains no comparable provi-
sions.

(b) The House bill will add to section 101 of the Agricultural Act
of 1949 a new subsection (e) (relating to “‘cooperators’) providing
that—

(A) only a producer who is a cooperator for any crop for any
farm will be eligible for any loan or purchase under any price
support program carried out by the gecretary for rice, upland
cotton, feed grains, or wheat for the crop under section 101,
103(aj, 105, or 107 (so-called “permanent law” provisions) of the
1949 Act;

\B) a producer of any such commodity will be considered a
cooperator for a crop with respect to a farm if the producer has
established and maintained a farm acreage base for the crop
year involved for the farm, and a crop acreage base for the
crop year involved :or each such commodity produced on the
farm, and (i) the number of acres on the farm planted to all
such commodities for harvest by the producer for the crop year
does not exceed the furm acreage base for the farm for the
crop year, except to the extent that such excess is dve to an
established practice of double <ropping, and (ii) the numbzr of
acres on the farm planted to each such commodity for harvest
by the producer for the crop year does not exceed the crop
acreage base for the commodity for the farm for such crop
year;

(C) the Secretary of Agriculture could suspend, on a nation-
wide basis, any farm acreage base limitation or any crop acre-
age base limitation with respect to a crop of a commodity if the
Secretary determines that (i) a short supply or other similar
emergency situation exists with respect to any such commeodi-
ty; or (ii) market factors exist that require tf‘;e suspension of
any limitation to achieve the purposes of the farm and crop
acreage base and program yield system established under the
bill (as described in item (2) above); and

(D) notwithstanding the provisions described in clause (B)
above, the Secretary, on a nationwide basis, could consider a
producer a cooperator on a cro specific basis, regardless of
overall plantings on the farm. E)r any crop of rice, upland
cotton, };ed grains, or wheat produced on a farm by the pro-
ducer, the Secretary could consider the producer a cooperator
if (i) the producer has established and maintained a farm acre-
age base and a crop acreage base.

The conference did not include this section.

SUBTITLE C—HONEY
(1) Honey price support

The Senate amendment requires the Secretary of Agriculture, for
each of the 1986 through 1988 crops of honey, to support the price
of honey through loans, purchases, or other operations at such
level as the Secretary determines will maintain tﬁ competitive re-
lationship of honey ‘in domestic and export markets after taking
into consideration the cost of producing honey, supply and demand
conditions, and world prices for honey. Beginning with the 1989
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crop of honey, the Senate amendment prohibits supporting the
;l)if(i)cle)of honey through loans, purchases, or other operations. (Sec.

The House bill contains no comparable provision.

(Note: Under current law, the price of honey must be supported
through loans, purchases, or other operations at a level not in
excess of 90 percent, nor less than 60 percent, or the parity price
on honey.)

The Conference substitute adopts a substitute amendment which
provides for a reduction in the loar level to 64¢ in 1986, 63¢ in
1987, and further reductions of five percent per year in each of
1988, 1989, and 1990. The section also gives the Secretary the au-
thority to permit producers to repay their loans at a level that is
the lesser of the lsan level determined for the crop year, or such
level as the Secretary determines will minimize the number of loan
forfeitures, not result in excessive total stocks of honey, reduce the
costs incurred by the government and maintain the competitive-
ness of the honey industry. The Secretary may also make payments
available to producers who agree to forgo loans in return for such
direct payments. (Sec. 104].)

(2) Penalties for pledging adulterated or tmported honey

The Senate amendment provides that if the Secretary determines
that a person has knowingl; pledged adulterated or imported
honey as collateral to secure a price support loan the person would,
in addition to any other penalties or sanctions prescribed by law,
be ineligible for a loan, purchase, or payment for honey for the 3
Crop years succeeding the determination. For purposes of this pro-
vision, honey would be considered adulterated if any substance
were substituted wholly or in part for such honey; the honey con-
tains a poisonous or deleterious supstance that may rrnder the
honey injurious to health, except that in any case in which such
substance is not added to the honey, the honey would not be con-
sidered adulterated if ‘he quantity of the substance in or on the
honey does not ordinarily render it injurious to health; or the
honey is for any other reason unsound, unhealthy, unwholesome,
or otherwise unfit for human censumption. (Sec. 1101.)

The House bill contains no comparable provision.

The Cor;[erence substitute adopts the Senate provision regarding
penalties for pledging adulterated or imported honey. (Sec. 1041,

TiTLE XI—TRADE
(1) Public Law 480 Title II funding

(a) The House bill raises the existing $1 billion annual limitation
on Title II programs to $1.2 billion. (Sec. 1101.)

The Senate amendment contains no comparable provision.

The Conference substitute deletes thc House provision.

(b) The House bill changes the Title I programs from the calen-
dar year basis in existing law, to a fiscal year basis. (Sec. 1101.)

The Senate amendment contains no comparable provision.

The Conference substitute adopts the House provision.

(c) The House bill authorizes the President to waive the program
authorization ceiling if the President determines that such waijver



418

is necessary to undertake programs of assistance to meet urgent
humanitarian needs. (Sec. 1101.)

The Senate amendment contains no comparable provision.

The Conference substitute adopts the House provision.

(1A) Public Law 480 Title II minimums

The Senate amendment provides that the minimum gquantity of
agricultural commodities distributed under Title I1 for each of the
fiscal years 1986 through 1989 shall be 1,900,000 metric tons, of
which not less than 1,425,000 metric tons for nonemergency pro-
grams shall be distributed through nonprofit voluntary agencies,
cooperatives, and the World Foog Program; unless the President
determines and reports to the Congress, together with his reasons,
that such quantity cannot be used effectively to carry out the pur-
poses of this title.

The House amendment contains no comparable provision.

The Conference substitute provides that the minimum quantity of
commodities distributed under Title I for each of the fiscal years
1987 through 1990 shall be 1,900,000 metric tons, of which not less
than 1,425,000 metric tons shall be for nonemergency programs dis-
tributed through nonprofit voluntary agencies, cooperatives, and
the World Foog Program.

2) Public Law 480 Title II—fortified or processed foods and non-
profit agency proposals

(a) The House bill requires that no less than 75 percent of the
agricultural commodities made available for distribution for non-
emergency programs shall be fortified or processed food. (Sec. 1102.)

The Senate amendment requires the President to ensure that at
least 75 percent of the uantity of such commodities for such pro-
grams be in the form o? processed or fortified products or bagged
commodities. (Sec. 123.)

The Congerence substitute adopts the Senate amendment.

(b) The House bill authorizes the President to waive the require-
ment under pa-agraph (a) or make available a smaller percentage
of fortified or processed food than required under paragraph (a)
during any fiscal year in which the President determines that the
requirements of such programs will not be best scrved by the distri-
?i](t)i;;l of fortified or processed food in the amounts required. (Sec.

The Senate amendment contains no comparable provision.

The Con[Ibrence substitute adopts the House provision.

(c) The House bill provides that, in making agricultural commod-
ities available for distribution, the President shall consider the nu-
tritional assistance to the recipients and benefits to the United
States that would result from distributing such commodities in the
form of processed milk and plant protein products, as well as fruit,
nut, and vegetable products. (Sec. f102.)

The Senate amendment provides that, in distributing agricultur-
al commodities under this title, the President shall consider (A) the
nutritional assistance to recipients and benefits to the United
States that would result from istributing such commodities in the
form of processed and protein-fortified products, including proc-
essed milk, plant protein products, and fruit, nut, and vegetable
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products; (B) the nutritional needs of the proposed recipients; and
(O) the cost effectiveness of providing such commodities, for pur-
poses of selecting commodities for distribution under nonemer-
gency programs. (Sec. 123.)

The Conference substitute adopts the Senate amendment.

(d) The House bill requires that any request by a nonprofit or vol-
untary ager:cy for agricultural commodities for a nonemergency
food progran. under title II shall include—(1) a statement of the in-
tended use of any foreign currency proceeds generated by such
agency through the use of commodities made available for such
program; and (2) a statement of any possible detrimental disruption
of traditional cultural food consumption habits that might arise
fron; the distribution of commodities under such program. (Sec.
1102)

The Senate amendment requires a nonprofit voluntary agency re-
questing a nonemergency food assistance agreement to include in
such request a description of the intended uses of any foreign cur-
rency proceeds that would be generated with the commodities pro-
vided under the agreement. This provision will apply with respect
to assistance agreements entered into after December 31, 1985.
(Sec. 124.)

The Conference substitute adopts the Senate amendment.

(e) The Senate amendment amends title II by adding certain new
provisions regarding food assistance programs carried out by volun-
tsry agencies:

(1) Such agreements must provide, in the aggregate for each
fiscal year, for the use of foreign currencies in an amount not
less than 5 percent of the aggregate value of the commodities
distributed under the title II nonemergency programs for that
fiscal year.

(4) The above provisions apply with respect to assistance
agreements entered into after December 31, 1985. (Sec. 124)

The House bill contains no comparable provisions.

The Conference substitute adopts the Senate amendment with
regard to issue (1) and deletes the Senate amendment with regard
to (2) and (3). With respect to issue (4) of the Senate amendment,
the Conference substitute changes the effective date to December
31, 1985,

() The Senate amendment states that it is the sense of Congress
that the President is encouraged to invite representatives of non-
profit voluntary agencies that participate in the programs carried
out under title II of P.L. 480 and others to participate in a task
force to study the means of providing food assistance under the Act
to people with the greatest nutritional need in the recipient coun-
tries. If established the task force should report to Congress by Feb-
ruary 15, 1986 on steps that could be taken to provide food to such
people. (Sec. 124.)

The House bill contains no comparable provision.

The Conference substitute deletes the Senate amendment.

(3) P.L. 480 extension

The House bill extends the P.L. 480 sales and assistance authori-
ties from December 31, 385, to December 31, 1990. (Sec. 1103.)
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The Senate amendment extends these authorities to December
31, 1989. (Sec. 126.)
The Conference substitute adopts the House provision.

(4) Facilitation of exports

The House bill expresses the Sense of Congress that the Presi-
dent should work with the People’s Republic of China to facilitate
exports to China under P.L. 480 and Section 416 of the Agricultural
Act of 1949, including dairy products and white wheat, with a view
to increasing markets in China for those commodities; and that the
President to tlie extent practicable should respond favorably to any
request of the Peonle’s Republic of China for such commodities.
(Sec. 1104.)

The Senate amendment contains no comparable provision.

The Conference substitute expresses the Sense of Congress that
the President should work with the People’s Republic of China to
facilitate agricultural exports to the People’s Republic of China.

It is the intent of the conferees that the exports include dairy
products and white wheat.

(5) P.L. 480 farmer-to-farmer program

The House bill provides that notwithstanding any other provision
of law, not less than one-tenth of 1 percent of P.L. 480 funds for
fiscal years 1986 and 1987 must be used for the farmer-to-farmer
technical assistance program authorized under Section 406 of P.L.
480. Not more than one-fourth of these funds can be used for activi-
ties through universities for recruitment and training, and these
activities must be in direct support of the farmer-to-farmer pro-
gram. Such funds shall be administered whenever possible in con-
Junction with programs of foreign agricultural assistance carried
out under sections 296 through 300 of the Foreign Assistance Act of
1985.

The Fouse bill also requires a report by the AID Administrator
in conjunction with the ecretary of Agriculture, within 120 days
after the date of enactment indicating the manner in which the
Agency intends to implement the farmer-to-farmer program. (Sec.
1105.)

The Senate amendment contains no comparable provision.

The Conference substitute adopts the House provisions.

(6) Food for development program

The Senate amendment amends section 302(cX1XC) of the Agri-
cultural Trade Development and Assistance Act of 1954 to set the
aggregate value of Food for Development agreements made in any
fiscal year at 10 percent of the aggregate value of all title I agree-
ments for that fiscal year. (Sec. 125.)

The House bill contains no comparable provision.

The Conference substitute adopts the Senate amendment.

(7) Use of surplus commodities in international programs (Section
416)

(a) The House bill applies the existing section 416 requirement
for coordination of donations abroad through the mechanism estab-
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lished by the President under P.L. 480 to donations under the re-
vised program. (Sec. 1106.)

The Senate amendment contains no comparable provision.

The Conference substitute adopts the House provision.

(b) The House bill specifies the commodities eligible for distribu-
tion under the section 416 program as follows—

(A) dairy products, grains and oilseeds acquired by the Com-
mo(;:]ity Credit Corporation through price suppcrt operations;
an

(B) such other edible agricultural commodities as the Secre-
tary of Agriculture or the CCC may acquire in the normal
course of operations and are available ‘or disposi‘ion under the
program. (gec. 1106.)

The Senate amendment 3pecifies the commodities eligible for the
section 416 program to include all agricultural commodities and
products acquired by the CCC through price support operations
that meet the criteria specified in subsection (a) section 416 (distri-
bution to prevent waste). (Sec. 127.)

The Conference substitute adopts the House provision.

(c) The House bill prohibits the acquisition of commodities by the
Secretary or the CCC for the purpnse of using them under the sec-
tion 416 program. (Sec. 1106.)

The Senate amendment contains no authority to purchase com-
modities under section 416(b) and specifies that if the quantity of
eligible commodities available for distribution for a fiscal year is
less than 400,000 metric tons, other provisions of the section do not
tl'gquire the Secretary to purchase additional commodities. (Sec.

7.)

The Conference substitute adopts the House provision.

(d) the House bill states that commodities may not be furnished
for disposition to any country except on determinations by the Sec-
retary that (1) the receiving country has the absorptive capacity to
use the commodities efficientiy ana eifectively; and (2) such disposi-
tion of the commodities will not interfere with usual marketings of
the United States, nor disrupt world prices of agricultural commod-
ities and normal patterns of commercial trade with developing
countries.

The House bill also requires the Secretary !o take reasonable pre-
cautions to ensure that—

(1) commodities furnished under this subsection will not dis-
place or interfere with sales that otherwise might be made;
and

(<) sales or barter will not unduly disrupt world prices of ag-
ricultural commodities nor nrrmal ratterns of commercial
trade with friendly countries.

The House bill prohibits commodities from being made available
that will prevent the Secretary from fuliilling any agreement en-
teresd into by the Secretary under a payment-in-kind program. (Sec.
1106.)

The Senate amendment provides that in furnishing commodities
under section 416, the Secretary must take reasonable precautions
to (1) safeguard usual marketings of the United States and (2)
assure that donations under this section will not unduly disrupt
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world prices of agricultural commodities or normal patterns of
commercial trade with friendly countries.

The Senate amendment limits the requirement for the safe
guarding of usual marketings b specifying that this requirement
may not be used to prevent the ernishin of an eligible commodity
under section 416(b) for use in countries that—

(1) have not traditionally purchased the commodity from the
United States; or

(2) do not have adequate financial resources to ac uire the
commodity from the United States through commercial sources
or through concessional sales arrangements.

The Senate amendment allows the Secretary of Agriculture, in
consultation with the Administrator of the Agency for Internation-
al Development to waive, with respect to sales to generate foreign
currencies (monetization), application of the requirement of section
103 that the President take reasonable precautions to safeguard
usual marketings of the United States and to assure that such
sales will not unduly disrupt world prices of agricultural commod-
ities or normal patterns o? commercial trade with friendly coun-
tries. (Sec. 127.)

The Conference substitute adopts the House provisions with an
amendment limiting the requirement for the sa eguarding of usual
marketings by specifying that this requirement may not be used to
prevent the furnishing of an eligible commodity under section
416(b) for use in countries that—

(1) have not traditionally purchased the commodity from the
United States; or

(2) do not have adequate financial resources to acquire the
commodity from the United States through commercial sources
or through concessional sales arrangements.

(e) The House bill authorizes the Commodity Credit Corporation
to pay in cash (under the provisions of section 203 of Public Law
480) or in the form of eligigle commodities for the processing and
domestic handling costs of donated commodities if the Secretary de-
termines that such in-kind payments will not disrupt domestic
markets. (Sec. 1106.)

The Senate amendment contains no comparable provision.

The Co%erence substitute adopts the House provision.

() The House bill provides that eligible commodities may be sold
or bartered to finance the distribution, handling, and processing
costs in a country through which such commodities or products
must be transshipped. (Sec. 1106.)

The Senate amendment contains no comparable provision.

The Con;}erence substitute adopts the House provision.

(8) The House bill authorizes the sale and barter of commodities
furnished to nonprofit arA voluntary agencies or cooperatives
under agreements in which the foreign currency proceeds are used
for activities that will directly supplement the transportation, dis-
tri(l))ution and use of the coinmodities and products donated. (Sec.
1106.)

The Senate amendment provides that if requested by a nonprofit
voluntary agency or cooperative, an agreement for eligible com-
modities made available for use by the nonprofit voluntary agency
or cooperative may provide for the use of foreign currency proceeds
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for activities that will enhance the effectiveness of the food assist-
ance program being carried out pursuant to the commodity agree-
ment. Under the Senate amendment, such activities may include
food for work programs, local program management, local agricul-
tural and cooperative development projects, and outreach projects
designed to provide food to people with the greatest nutritional
need, if such activities are directly related to the nonprofit volun-
tary agency’s or cooperative’s food assistance program. (Sec. 127.)

%xe Conference substitute adopts the House provicion with an
amendent deleting “directly supplement the transportation, distri-
bution, and use of commodities and products donated under this
subsection.” and inserting in lieu thereof: “enhance the effective-
ness of transportation, distribution, and use of commodities and
products donated under this subsection, including food for work
programs, and cooperative and agricultural projects.”

(h) 'The House bill requires expenditure of such currencies within
one year of the acquisition of the currencies, such expenditure to
be within the country of origin, except as needed to expedite the
transportation of commodities and directly supplement the trans-
portation, distribution and use of commodities furnished in connec-
tion with such foreign sale agreements. (Sec. 1106.)

The Senate amendment requires that all foreign currencies gen-
erated pursuant to an agreement with a nonprofit voluntary
agency or cooperative be expended within one year after the period
of the agreement ‘Sec. 127.)

The Conference substitute adopts the House provision.

(i) The House bill requires that 5 percent of the commodities pro-
vided under section 416 be provided for subsequent sale, except
that such minimum does not apply to the extent there are insuffi-
cient requests for use of the local currency sales, or with respect to
commodities made available in the new Food for Progress Program
(item 8) below.

The Senate amendment requires, that to the extent practicable,
that 5 percent of the aggregate value of commodities provided
under section 416, be provided for subsequent sale. (Sec. 127.)

The Conference substitute adopts the House provision with an
amendment to make the 5% applicable to the aggregate value of
commodities

() The House bill contains a prohibition against the use of pro-
ceeds from the sale or barter of section 416 commodities and prod-
ucts for operating and overhead expenses. (Sec. 1106.)

The Senate amendment prohibits the use of such proceeds (1) for
personnel or administrative costs incurred by a U.S. or recipient
agency, other than a local cooperative; (2) for costs of construction
or maintenance of a church-owned or operated edifice; or (3) to re-
place of resources otherwise available to a nonprofit voluntary
agency or cooperative. (Sec. 127))

The Conference substiiate adopts the House provision with an
amendment allowing proceeds to be used for personnel or adminis-
trative costs of a local cooperative.

(k) The House bill requires the Secretary to issue regulations gov-
erning sale and barter and the use of oreign currency proceeds
under the donation program that will provide reasonable safe-
guards to prevent abuses. The Secretary is required to report by
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April 1, 1987, and annually thereafter, on sales and barters and use
of foreign currencfy proceeds. The report must contain information
on the quantity of sales, the amount of funds generated, the use of
the funds, and an appraisal of the effectiveness of the program.
(Sec. 1106.)

The Senate amendment contains no comparable provisions.

The Conference substitute adopts the House provision with an
amendment changing the reporting date to February 15 and re-
quiring that the Secretary of Agriculture be responsib{e for regula-
tions governing sale and barter and the use of foreign currency
sales. The amendment further provides that recipients of this dona-
tion program report to the Secretary of Agricurture on December
31, 1986, and at least annuslly thereafter on the quantity of com-
modities received, the amount of funds (including dollar equiva-

lents for foreign currencies) and value of services generated from

gram.
(1) The House bill requires the Secretary to make available an
annual minimum tonnage under section 416 (but not for the food
for progress program) as follows: The minimum tonnage will be—
(1) 1.0 million tons in fiscal 1986 and 600,000 tons in fiscal
1987 of grains and oilseeds, or 10 percent of CCC uncommitted
year-end stocks, whichever is less; and

(ii) at least 150 thousand tons of dairy products or 10 percent

of CCC’s uncommitted year-end stocks. (Sec. 1106.)
The House bill requires a detailed, written explanation by the

gram are rejected. (Sec. 1106.)

The Se_nate amendment requires a minimum of 650,000 tons of
annual disposals of commodities to private voluntary agencies and
Cooperatives under section 416(b), of which one half must be grains
and cereals and of which not less than 150,000 tons must be distrib-
uted under the Food for Progress Program. (Sec. 127.)

The Conference substitute adopts the House provision with an
amendment providing for 500,000 metric tons of grains and oilseeds
or 10 percent of CCC uncommitted year-end stocks, whichever is
less, and 10 percent of CCC uncommitted year-end daily stocks, but
not less than 150,000 tons for fiscal years 1986 through 1990 for
agreements with private voluntary organizations and cooperatives
and in government-to-government programs and the World Food
Program. The conferees encourage the Secretary to give priority to

agreements for such commodities under this program. Of this
amount, 75,000 metric tons shall he distributed under the Food for
Progress Program.

(8) Food for progress program

(a) The House bill amends title III of the Agricultural Trade De-
velopment Assistance Act of 1954 by adding a new section 311 to
authorize the President to negotiate and carry out multiyear agree-
ments with developing countries, that have made commitments to
agricultural policy reforms, providing for the furnishing of agricul-
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tural commodities to such countries, on a credit or grant basis,. to
support reform and implementation of agricultural policy decisions
based on free market principles. (Sec. 1107.)

The Senate amendment amends section 416 of the Agricultural
Act of 1949 by adding a new subsection that provides, notwith-
standing any other provision of law, in order to use the food re-
sources of tKe United States more effectively in support of coun-
tries that have made commitments to introduce or expand free en-
terprise elements in their agricultural economies through changes
in commodity pricing, marketing, input availability, distribution,
and private sector involvement, commodities and the products
thereof acquired by the Commodity Credit Corporation that the
Secretary 3etermines meet the specified in section 416(a) (preven-
tion of waste), may be furnished Ey the Secretary to carry out cer-
tain agreements entered into by the President. The President may
enter into agreements with developing countries to furnish com.
modities and the products thereof made available under the pro-
gram to such countries to promote the implementation of private,
free enterprise agriculturar policies for long-term agricultural de.
velopment. Such commodities shall be furnished on such terms and
conditions as the President considers are in the public interest and
will promote the objectives of the program. (Sec. 128.)

(b) The House bill requires that before entering into such agree-
ments the Presidenc shall be satisfied that such country is commit-
ted to certain specified policies. (Sec. 1107.)

The Senate amendment requires the President to consider—(1)
whether a potential recipient country is committed to the same
policies listed in the House bill, with the additional policies that
may provide for construction of facilities and distribution systems
necessary to handle perishable products; and (2) the ability to use
the quantity of commodities being considered for donation without
disruption of the internal market of the country for domestically
produced agricultural commodities and the products thereof. (Sec.
128.)

(c) The House bill provides that notwithstanding any nther provi-
sion of law, the Commodity Credit Corporation may use funds to
carry out this program that have been appropriated to carry out
title I of P.L. 480. The Commodity Credit Corportion may finance
the sale and exportation of commodities furnished to a developing
country under this section. The Commodity Credit Corportion shall
make available to the President such agricultural commodities de-
termined to be available under section 401 as the President may
request for purposes of furnishing commodities on a grant basis
under this section.

The House bill provides that any new spending authority provid-
ed shall be effective for any fiscal year only to such extent or in
such amounts as are provided in advance in appropriation Acts.
(Sec. 1107.)

The Senate amendment provides that no funds of the Commodity
Credit Corporation in excess of $30,000,000 (exclusive of the cost of
commodities) any be used to carry out this subsection unless au-
thorized in advance in appropriation Acts. (Sec. 128).

The Senate amendment authorizes the Commoditdy Credit Corpo-
ration to purchase agricultural commodities an the products
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thereof if (1) the Commodity Credit Corporation does not hold
stocks of such commodities and the products thereof: or (2) Com-
modity Credit Corporation stocks are insufficient to satisfy commit-
ments made in agreements entered into under Lnis subsection and
such commodities and the products thereof are needed to fulfill
such commitments.

(d) The Senate amendment provides that—

(1) An agreement entered into under this program shall pro-
hibit the resale or transshipment of the donated agricultural
commodities to other countries.

(2) In entering into agreements with countries for the dona-
tion of agricultural commodities and the products thereof
under this subsection, the President shall take reasonable pre-
cautions to avoid displacement of any sales of United States
agricultural ccmmodities and the products thereof that would
otherwise be made to such countries.

(3) Section 203 of the Agricultural Trade Development and
Assistance Act of 1954 (7 U.S.C. 1723) shall apply to agricultur-
al commodities furnished under this subsection.

(4) The cost of the commodites furnished under this subsec-
tion, and the expenses incurred in connection with furnishing
such comimodites, shall be in addition to the level of assistance
programmed under the Agricultural Trade Development and
Assistance Act of 1954 and may not be considered expenditures
for international affairs and finance.

(5) The President must carry out the duties imposed under
this program through the National Security Advisor in the Ex-
ecutive Otrice of the President. The National Security Advisor,
with the approval of the Secretary, may use personnel of the
Department of Agriculture in carrying out this subsection.

(6) Within 120 days after the close of each fiscal year in

which an agreement entered into with a country under this*

subsection is in effect, the President shall report to the House
and Senate Agriculture Committees on the status of such
agreement and the progress being made to implement private,
free enterprise agricultural policies for long-term agricultural
development.

(1) The program shall be effective during the period begin-
nigg October 1, 1985, and ending September 30, 1989. (Sec.
128)

The House bill specifies that section 203 of the Act applies to
commodities furnished on a grant basis to a developing country
under this program. (Sec. 1107.)

(e) The Senate amendment specifies that a minimum of 150,000
tons and not more than 500,000 metrics tons of commodities may
be furnished in each of the fiscal year ending September 30, 1986,
September 30, 1987, September 30, 1988, and September 30, 1989.
(Sec. 127, 128.)

The House bill contains no comparable provision.

(f) The House bill provides that payment by a developing country
for commodities purchased on credit terms shall be on the same
basis as the terms provided in section 106 of P.L. 480. (Sec. 1107.)
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The Senate amendment gives the President discretion to set the
terms and conditions under which the commodities will be fur-
nished. (Sec. 128.)

() The Senate amendment requires that the President report to
the oversight committees on the status of the program within 120
days after the close of each fiscal year. (Sec. 128.)

The House bill contains no comparable provision.

The Conference substitute combines the House and Senate provi-
sions in a new, freestanding “Food for Progress Act of 1985".

The new act authorizes the President to enter into agreements to
provide food to countries to promote the implement-tion of private,
free enterprise agricultural policies for agricultural development.
Commodities provided under this Act would be bonuses above and
beyond any assistance a country normally receives from the United
States, and may be provided through authorities under Title ] of
Public Law 480 or Section 416 of the Agriculture Act of 1949.

The President is authorized to enter into multi-year commit-
ments. In determining whether to enier intp a Food for Progress
agreement, the President shall consider whether the recipient
country is carrying out or is committed to carry out policies that
promote economic freedom, private, domestic production of food
commodities for domestic consumption, and the creation and ex-
pansion of efficient domestic markets for the purchase and sale of
such commodities; and whether the country is able to use the com-
modities without disruption of the internal market of the country
for domestically produced agricultural commodities.

The substitute provides that not less than 75,000 tons be provid-
ed annually through Section 416 authorities for use under this act,
provided there are a sufficient number of qualified participan‘s to
utilize this quantity. No more than 500,000 tons of commacdities
could be provided under this program in any year. However, the
President is encouraged to utilize the entire 500,000 tons, provided
that there are a sufficient number of qualified participants.

In entering into Food for Progress agreements, the President
would be required to take reasonable precautions to avoid displace-
ment of any sales of U.S. agricultural commodities that would oth-
erwise be made to such countries, and any agreement entered into
would have to prohibit the resale or transhipment to other coun-
tries, of commodities furnished under this Act.

(9) Sales for foreign currencies and private enterprise promotion

(a) The House bill amends section 106(b) of the Agricultural
Trade Development Assistance Act to provide for agrezments for
the sale of agricultural commodities for dollars on credit terms
that may provide that proceeds from the sales of the commodities
in the recipient country shall be used for such private sector devel-
opment activities as are mutually agreed upon by the United
States and the recipient government. Proceeds used for private
sector development activities shall be loaned by the recipient gov-
ernment to one or more financial intermediaries operating within
the country for use by those financial intermediaries for lnans to
private individuals, private and voluntary organizations, corpora-
tions, cooperatives, and other entities within such country. As used,
the term ‘‘private sector development activities” means activities
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which foster and encourage the development of private enterprise
institutions and infrastructure as the base for the expansion, pro-
motion, and improvement of the production of goods and services
within a recipient country; and the term “financial intermediaries”
includes banks, cooperatives, private and voluntary orgznizations,
and other financial institutions capable of making and servicing
loans. (Sec. 1107.)

The Senate amendment amends section 101 of the Agricultural
Trade Development and Assistance Act of 1954 by authorizing the
President to enter into agreements with friendly countries for the
sale of agricultural commodities to such countries for foreign cur-
rencies for use in the programs established by the Senate amend-
ment as a new section 108 of the Act.

Sales for foreign currencies for fiscal year 1986, and each fiscal
year thereafter, must be made at an annual level of not less than
the higher of:

(1) 25 percent of the aggregate value of all sales made under
title I of the Act; or

{2) 500,000 metric tons. .

In no event, however, can such sales exceed 50 percent of the ag-
gregate value of all sales made under title I of the Act during a
fiscal year.

The minimum annual level of sales for foreign currencies may be
reduced for fiscal years 1986, 1987, and 1988 if—

(A) there is an insufficient number of approved financial in-
termediaries that have entered into agreements with the Sec-
retary of Agriculture to carry out the program;

(B) there are insufficient requests for loan funds by financial
intermediaries to utilize the foreign currencies generated by
such sales; or

(C) the President requires additional time to implement the
pregram, except that, the minimum annual level of such sales
for foreign currencies for fiscal year 1986 may not be reduced
below 5 percent of all title I sales made during thct fiscal year.
The floor under the minimum sales for foreign currencies in-
creases to 10 gercent tor fiscal year 1987 and 15 percent for
fiscal year 1988,

Agreements for sales for foreign currency may not be entered
into the extent that such agreements would generate currency that
could not be productively used and absorbed in the private sector of
the purchasing country.” Agreements for sales of agricultural com-
modities for foreign currencies will be made on such terms and
conditions as are specified in the sales agreements. (Sec. 128.)

(b) The Senate amendment amends section 103 of the Agricultur-
al Trade Development and Assistance Act of 1954 (P.L. 480) to
make conforming amendments. Specifically, section 103(b) is
amended to permit any credit sale entered into under title I to in-
clude provision for payment in forei currency for use in the pro-

am to be authorized as section IOg.nSections 103(d) and 105(n) of

.L. 480 are also amended to delete specific references to sales
agreements for dollars on credit terms, so that these sections will
apply to all types of sales now authorized under title L. (Sec. 128.)

tions 103(m), 103(p), and 103(q) of P.L. 480 are amended to

clarify that the requirements in those sections pertaining to the
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convertibility of foreign currencies are not applicable to foreign
currencies received for use in the new lending program.

Section 103(m) of P.L. 480 is also amended to require that foreign
currency acquired for use under sectiun 108 of the Act will be con-
verted to dollars pursuant to a schedule for conversion established
in the commodity sales agreement. The schedule must provide for
conversion to dollars beginning no later than 10 years atter the
date of the last delivery of commodities under the sales agreement,
and be completed no later than 30 years after the date of the last
delivery.

Foreign currencies generated under these provisions can be used
in the program authorized in section 108. The payment terms sales
for foreign currencies may be on such terms as are agreed upon in
the agreement.

The House bill contains no comparable provision.

(c) The new section 108, as proposed in the Senare amendment

(1) Gives authority to the President to enter into agreements
with financial intermediaries, under which the President
would lend to the financial intermediary located or operating
in a developing country foreign currency earned from commod-
ity sales to that country. The foreign currency available for
lending is limited to currencies generated from sales agree-
ments entered into after the date of enactment of the Agricul-
ture, Food, Trade and Conservation Act of 1985. The purpose of
such lending is to foster and encourage the development of pri-
vate enterprise institutions and infrastructure as the base for
increasing the production of food and related goods and serv-
ices within the developing country.

(2) In order to obtain a foreign currency loan from the Presi-
dent, a financial intermediary must enter into an agreement in
which it agrees to make loans to private individuals, coopera-
tives, corporations or other entities at reasonable rates of in-
terest for the purpose of financing—

(A) Productive private enterprise investment within the
country;,

(B) Private enterprise facilities for aiding the utilization
and distribution, and increasing the consumption of and
markets for, United States agricultural commodities and
products; or

(C) Private enterprise support of self-help measures and
projects.

(3) An agreement between the President and a financial in-
termediary must specify the terms and conditicns under which
the foreign currency must be used and subsequently repaid, in-
cluding the following:

(A) The financial intermediary must, to the maximum
extent feasible, give preference to financing agriculturally
related private enterprise;

(B) The financial intermediary must repay loans made,
plus accrued interest, at such times as will permit conver-
sion of the foreign currency in accordance with the conver-
sion schedule agreed upon, but in no event later than the
date specified in section 103(m) of the Act; and
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{C) The financial intermediary may repay a loan prior to
the repayment date specified in the loan agreement.

(D) An entity or venture receiving funds from a financial
intermediary must—

(i) be owned, directly or indirectly, by citizens of the
developing country, except that not more than 25 per-
cent olpsuch ownership may be held by citizens of the
United States; and

(ii) may not be owned or controlled, in whole or in
part, by the Governme:* of the developing country or
any governmental subdivision thereof.

(E) the rate of interest charged on loans made to finan-
cial intermediaries will be negotiated between the Presi-
dent and the intermediary. A cooperative or nonprofit vol-
untary agency acting as a financial intermediary may be
charged a lower rate of interest than would otherwise be
charged in order to defray the start-up costs of becoming a
financial intermediary or a foreign currency grant could
be made to defray the start-up costs of becoming a finan-
cial intermediary.

(F) no foreign currency may be made available to pro-
mote the progt?ction of agricu'tural commodities, that as
determined by the President would compete in world mar-
kets with United States commodities or products.

(G) the President may not condition loan eligibility on a
guarantee of repayment made by the developing country
in which the borrowing intermediary is located or is oper-
ating.

(4) All currencies repaid by financial intermediaries will be
deposited and accounted for under che provisions of section 105
of P.L. 480 and, when repaid, may be used to fund additional
loans to financial intermediaries; agricultural market develop-
ment activities; payment of United States obligations; or be
converted to dollars.

(5) The loan agreements between the President and the fi-
nancial intermecﬁ;ries will be subject to periodic audit. Not
later than 180 days after the close of each fiscal year, the
President must report to the House and Senate Agriculture
Committees on the activities carried out under section 108, in-
cluding an evaluation of the impact of the lending activities
carried out during the precedin year.

(6) The President may provige agricultural technical assist-
ance to further the purposes of the program. The Sacretary
must, to the maximum extent practicable, use at lease 5 per-
cent of the foreign currencies initially obtained for use under
section 108 to pay for this assistance. (Sec. 121.)

The House bill contains no comparable provisions.

(b) The Senate amendment amends section 2 of the Agricultural
Trade Development and Assistance Act of 1954 (P.L. 480) by adding
to the existing statement of policy the policies of using foreign cur-
rencies accruing under the Act to foster and encourage the develop-
ment of private enterprise in developing countries, and the enhanc-

ilng of food security in developing countries through local food pro-
uction.
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The Senate amendment also includes the Congressional finding
that additional steps shoauld be taken to use the agricultural abun-
dance produced by American farmers to relieve hunger and pro-
mote long-term food security and economic development in develop-
ing countries, in accordance with development assistance policy es-
tablished under section 102 of the Foreign Assistance Act of 19€1,
ang to promecte United States agricultural trade interests. (Sec.
120.)

The House bill contains no comparable provisions.

The Conference Substitute combines the House and Senate provi-
sions. It amends Title I of Public Law 480 to authorize the use of
foreign currencies accruirg from Title I concessional loans for pro-
moting private enterprise in developing countries.

Under these authorities, foreign currencies would be loaned to fi-
nancial intermediaries in countries purchasing Title I commodities
for use in providing loans for private enterprise investment. Finan-
cial intermediaries may include banks, financial institutions, coop-
eratives, nonprofit voluntary agencies, or other organizations or en-
tities, as determined by the President, that have the capability of
making and servicing a loan in accordance with this section.

The loans would go to private individuals, cooperatives, corpora-
tions, or other nongovernmental entities for productive private en-
terprise projects. .

Funds loaned by financial intermediaries could not be used to fi-
nance state-owned entities or ventures, or to produce commodities
or products that would compete with U.S. commodities or products.
In addition, upon signing Title I agreements making local curren-
cies available for private investment, the President would be re-
quired to ensure that notice is placed in publications to make local
private enterprise and financial intermediaries aware of the avail-
ability of these currencies.

Under authorities provided for in the House provision, the for-
eign currencies for this private enterprise premotion program
would be provided by the host government in an amount equal to
the value of the commaodities received through Title I sales for dol-
lars on credit terms. The host government-owned currencies would
be applied from a jointly programmed account. The host govern-
ment would continue to pay its PL 480 Title 1 dollar debt to the
United States as under current law.

Under authorities provided for from the Senate provision, the
President could enter into agreements with friendly countries for
the sale of commodities for foreign currencies convertible to dollars
for use in private enterprise development.

Included in the agreements would be a schedule permitting the
conversion of these currencies to dollars 16 to 30 years following
delivery of the commodities. Prior te conversion of these curren-
cies, the President is authorized to loan the currencies to financial
intermediaries in purchasing countries for use in private enterprise
investment. These loans are to be made at reasonable interest rates
consistent with business practices. However, preferential rates of
interest or local currency grants may be provided to cooperatives
and private voluntary organizations to help defray startup costs of
becoming a financial intermediary.
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Once the financial intermediaries begin to make repayments of
their loans to the President, he may convert such currencies into
dollars in accordance with the conversion schedule included in the
original sales agreement, reloan the currencies to financial inter-
mediaries to finance additional private investment, use the curren-
cies for agricultural market development, or use the currencies to
pay U.S. obligations within the recipient country.

For fiscal years 1986 throu h 1990, no less than 10 percent of the
aggregate value of P.L. 430 Title | agreements are to be made for
local currencies for use in this program, provided that this require-
ment may be waived in any year in which meeting the minimum
would result in a significant reduction in the volume of commod-
ities furnished under Title I.

To the maximum extent practicable, at least 5 percent of the for-
eign currencies generated under these sales agreements may be
used to provide agricultural technical assistance, including the
funding of market development activities.

In providing for this program utilizing U.S. owned foreign cur-
rencies, the managers recognize that some exchange rate risks are

be done through certification procedures, distribution of these cur.
rencies does not entail restrictions placed on domestic distribution
of Federal funds, and the Program is not intended to affect curren-
Cy use payments.

The authorities in the House provision provide for private enter-
prise promotion activities to be operated in conjunction with sales
of agricultural commodities for ci):llars on cred’it terms. Proceeds
from the sales of these commodities in the recipient countries—
equal to the value of the commodities provided—shall be placed in
Jointly programmed, special accounts for use for private sector de-
velopment activities as are mutually agreed upon by the United
States and the recipient countries, ’f:h i
the loaning of the proceeds to financial intermediaries within the

extent that there are appropriate proposals for such use.

In providing for these new authorities, the Conferees recognize
their consistency with the will of Congress to direct foreign assist-
ance more toward the private sector. Furthermore, the managers
intend to judge the perg)rmance of the edministration of these au-
thorities on the qualit; of investments made under the program,
and not upon the volume of funds directed into fingncial interme-
diaries in any recipient country.

The Conferees further intend that the performance of these, and
other programs with mandatory minimums or targets be examined
thoroughly during the next reauthorization of P.L. 480.

(10) Child immunization programs

The House bill amends the Agricultural Trade Development Act
of 1954 (P.L. 480) to include the immunization of children as one of
the self-help measures that the President must consider hefare
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making an agreement for the sale of commodities to that country.
The House bill also authorizes the use of funds made available
under title Il for the immunization of children. The bill sets a
target for the immu:ization, by fiscal year 1987, of at least three
million more children crnuzlly than received immunizations under

such programs in fiscal year 1985, Tl'_ne increased lmmunization ac-

substitutes a directive that those organizations and agencies imple-
menting health programs increase the level of immunizations.

(11) Special Assistant for Agricultural Trade and Food Aid

The Senate amendment provides that the President must ap-
point, with the advise and consent of the Senate, a Special Assist-
ant to the President for Agricultural Trade and Food Aid to serve
in the Executive Office of the President.

The Special Assistant would be required to—

(1) assist the President to improve U.S. food assistance pro-
grams carried out in foreign countries,

(2) coordinate food assistance programs carried out by the
Department of Agriculture and AID,

(3) make recommendations on ways to increase the use of
U.S. agricultural commodities through food assistance pro-
grams,

(4) advise the President on agricultursl trade,

(5) serve as a member of the Development Coordination Com-
mittee and as Chairman of the Food Aid Subcommittee, and

(6) issue policy guidelines on food assistance policy.

The Special Assistant would be authorized to—

(1) solicit information and advice from private and govern-
mental sources and recommend a plan to the Presideni and
Congress on measures that could be taken—

(A) to promote the export of United States agricultural
commodities and products; and

(2) develop and recommend to the President national agricul-
tural policies to foster and promote the United States agricul-
tural industry and to maintain and increase the strength of
this sector of the United States economy; and

(3XA) appraise the various programs and activities of the
Federal Government, as they affect the United States agricul-
tural industry, for purposes of determining the extent to which
these programs and activities are contributing or not contrib-
uting to that industry; and

(B) make recommendations to the President and Congress
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té?;: in2contributing to the United States agricultural industry.
(Sec. 129.)

The House bill contains no comparable provision.

The Conference substitute adopts the Senate amendment with an
amendrment providing for a Special Assistant to the President for
Agricultural Trade and Food Aid who shall advise, assist, and
make recommendations over the broad range of United States agri-
cultural export and food aid matters, and expedite program imple-
mentation in any instances in which there is unreasonable delay.
He shall serve in the Executive Office of the President, but not be
in the lines of authority which exist in the Federal Government for
the Secretary of Agriculture, the Administrator of the Agency for
International Development, and other departmental and agency
heads. The duties of the Special Assistant shall include:

Assisting and advising the President in order to improve
United States food assistance abroad; receiving suggestions and
complaints about the implementation of United States food aid
and agricultural export programs of any Federal agency and
providing prompt responses thereto, including expediting the
(iimlplementation in any cases in which there is unreasonable

elay;

Making recommendations to the President on means to co-
ordinate the manner in which Federal food aid programs are
carried out in order to improve their effectiveness; and making
recommendations to the President on measures to be taken to
increase use of United States agricultural commodities abroad
through foreign food assistance programs;

Advising the President on agricultural trade;

Advising the President on the Food for Progress program
and expediting its implementation;

Serving as a member of the Development Coordination Com-
mittee and its Food Aid Subcommittee, and advising Federal
departments and agencies on their guidelines on food aid
policy to the extent necessary to assure the coordination of
ﬂ:lOd aid programs, consistent with law and the Subcommittee’s
advice;

Submitting an annual report to the President and Congress
within one year after the enactment of this Act and annually
thereafter t%rough fiscal year 1990, containing a global analy-
sis of world food needs and protection, identifying at least 15
countries which are most likely to emerge as growth markets
for agricultural commodities over the next 5-10 years, and a
detailed plan for using available export and food aid authori-
ties to increase United States agricultural exports to these
target countries.

The duties of the Special Assistant shall also include:

Soliciting information and advice from private as well as
governmental sources and recommending to the President and
Congress measures that should be taken to promote United
States agricultural exports and expand United States agricul-
tural markets abroad;

Recommending to the President national agricultural poli-
cies to promote the United States agricultural industry;
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Appraising various Federal programs and activities affecting
the United States agricultural industry to determine the
extent to which they are contributing to the United States ag-
ricultural industry and making recommendations to the Presi-
dent and Congress on the effectiveness of such programs and
activities.

(12) Trade Policy Dzclaration

The House bill includes Congressional findings regarding the
significant decline in the volume and value of %J.S. a icuftural
exports as a result of unfair foreign competition and the high value
of the dollar. It further states that U.S. agricultural trade policy
should be:
(1) To provide by all means possible for export of agricultural
commodities and their products at comnpetitive prices;
(2) To support the principle of free trade and the promotion
of fairer trade;
(3) To cooperate in all efforts to negotiate reductions in bar-
riers to fair trade;
(4) To counter aggressive unfair trade practices by all avail-
able means;
(3) To remove foreign policy constraints in order to maximize
agricultural trade;
(6) To provide for consideration of U.S. agricultural trade in-
tercsts in the design of national fiscal and monetary policy.

The House bill also declares Congressional findings to the effect
that the present high level of agricultural protectionism contrasts
with the general trade liberalization achieved under the General
Agreement on Tariffs and Trade; the protective effect of domestin
subsidies alters trade indirectly by reducing demand for imports
and increasing the supply of exports; current GATT rules distin-
guish between primary and manufactured products; the rule per-
mitting export subsidies on primary products has proven unwork-
able; and a unified treatment of tariffs and subsidies would clarify
trading rules for market participants and simplify trade negotia-
tions. (Secs. 1121, 1133.)

The Senate amendment provides findings regarding the need for
open and fair trade, the advers> effects of unfair trade practices of
many countries on exports of U.S. agricultural commodities, and
the need for more effective rules governing international agricul-
tural trade. It further states that it is the policy of the U.S. to (1)
promote free and active world trade in agricultural goods through
negotiations to reduce or eliminate restrictive trade practices, and
(2) to reduce or eliminate U.S. restrictions on imports of agricultur-
al goods as part of an international program of mutual opening of
agricultural trade markets. (Sec. 107.)

The Conference substitute adopts the House provision with an

amendment deleting Congressional findings regarding certain
GATT rules.

(13) Agricultural trade consultation

(@) The House bill requires the Secretary of Agriculture, in co-
ordination with the US. Trade Representative, to initiate and

Nurrena manldilntmncnl neclacilbeeenl oo 2o L R P
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interest on direct credit loans, and requires the Commodity Credit
Corporation to make available not less than $500 million In inter-
mediate export credit guarantees for each fiscal year 1986 through
1988, and not more than $1 billion in intermed}i'ate export creqit
guarantees in fiscal year 1989. The amendment includes sense of
the Senate language that the intermediate export credit program
should be expanded to include guarantees in order to provide more
export marketing flexibility and to improve the capability of im-
portingecountries to purchase United States agricultural commod-
ities. (Sec. 101, 1934.)

The Conference substitute adopts the Senate amendment with an
amendment deleting tiie sense-of-the-Senate language.

(2.} Export subsidy reports

The Xouse bill contains Congressional findings concerning the
impact of aggressive trading practices and export subsidies of for-
eign governments on the sale of U.S. agricultural commodities
abroad. The Secretary of Agriculture is directed to require detailed
information annually from USDA employees stationed abroad on
the export subsidies provided by the foreign governments, and
identify in those countries opportunities for U.S. agricultural ex-
ports. The Secretary shall compile the information annually and
make it available to Congress and other interestad parties.

The House bill also contains a statement of Congressional find-
ings concerning U.S. agriculture exports and obstacles by foreign
nations to agricultural commerce, and directs the Secretary of Ag-
riculture to submit an annual report to Congress and the President
detailing foreign tariffs, subsidies, and other practices disadvantag-
ing U.S. farm exports. (Secs. 1130, 1161, 1162.)

The Senate amendment directs the Secretary to require detailed
reports from USDA employees stationed abroad on the agricultural
export subsidies and other trade practices im ding U.S. agricul-
tural exports wi.ere they are stationed, and identify opportunities
for U.S. agricultural exports, with the Secretary to compile the in-
formation and make it available to Congress and interested parties
including the Agricultural Policy Advisory Committee and the ag-
ricultural technical advisory committees established under section
135 of the Trade Act of 1974.

The Senate amendment (1) directs the U.S. Trade Representative
to review the above reports, identify markets (in order of priority)
in which offsetting U.S. export subsidies can be used most efficient-
ly, and submit to Congress and the Secretary an annual report on
t{e forei subsidy situation and identification potential of U.S.
markets F:r offsetting subsidies; and (2) requires an annual meetir;ﬁ
of the Agricultural %olicy Advisory Committee and the technic
committees to develop recommendations for U.S. actions to reduce
the trade distortions identified in the annual reports and expand
U.S. agricultural export opportunities identified in the report.

The Senate amendment encourages the President to commence
negotiations with other countries to reduce trade barriers identi-
fied in the reports, and requires that he report periodically to Con-
gress on the actions taken. (Sec. 109.)

The Conference substitute adopts the Senate amendment with an
amendment deleting the requirement that the President commence
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negotiations with ather countries to reduce trade barriers and
clarl_fylng that al! appropriate USDA officers and employees, in-
cluding those stationed a road, shall be required to provide infor-

mation on the nature of foreign export subsidies, unfair trade prac-
ticea, and trade opportunities.

(22) Contract sanctity and producer embargo protection

The House bill declares it to be U.S. policy not to restrict or limit
the export of U.S. agricultural commodities, or products except
under the most compelling circumstances, that any such prohibi-
tion or limitation be imposed only in time of a national emergency
under the terms of the Export Administration Act, and that con-
tracts entered into before prohibitions or limitations are imposed
should not be abrogated. (Sec. 1131.)

The Senate amendment amends section 1204 of the Agriculture
and Food Act of 1981 to limit to direct payments in the form of
compensation that may be made to producers of agricultural com-
modities for which export controls have been im sed. Section 1204
of the Agriculture and Food Act provides for embargo protection in
the form of direct Ea_vments or loans at 100 percent of parity or a
combination of both to producers of agricultural commodities sub-
Ject to certain export controls. (Sec. 111))

The Conference substitute adopts both the House provisions and
the Senate amendment.

(23) Study to reduce foreign exchange risk

The House bill mandates a study by the Secretary of Agriculture
to determine the feasibility, practicability and cost of imp ementing
8 program to reduce the risk of foreign exchange fluctuations in-
curred by purchasers of U S. agricultural exports under U.S. export
credit promotion programs. The results of the study shall be report-
ed to the House and Senate agriculture committee within six
months. (Sec. 1132.)

The Senate amendment contains no comparable provision.

The Conference substitute adopts the House provision.

(24) Cargo preference

(a) The House bill states that nothing in this Act shall be con-
strued as exempting export activities from the cargo preference
laws except to the extent that they were exempt under the existing
law (PL 95-501) before September 13, 1985. (Sec. 1141.)

The Senate amendment makes congressional findings that pro-
ductive and healthy U.S. agriculture and maritime industries are
vitally important to the U.Sg: that both industries must compete in
international markets increasingly subject to foreign subsidies and
trade barriers and that increased icultural exports and utiliza-
tion of U.S. merchant vessels hel the U.S. trade balance and gen-
erate employment opportunities. It declares that it is the policy of
Congress to clarify ocean transportation requirements in order to
permit USDA to plan its exports effectivtﬂy. to take immediate
steps to promote the growth of U.S. cargo carrying capacity, to
expand U.S. international agricultural trade, and to improve the
administrative efficiency of both commodit transactions and ocean
transport activities associated with USDK sponsored export pro-
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grams, and to stimulate both the agricultural and maritime indus-
tries. (Sec. 131.)

The Senate amendment also provides that the cargo preference
requirements of the Merchant Nrarine Act, 1936, and the Joint Res-
olution of March 26, 1934, do not apply to any USDA or CCC
export activity— )

(1) under which CCC-acquired commodities are made avail-
able for the purposes of developing, maintaining, or expanding
export markets for U.S. agricultural commodities or products
at previously world market prices;

(2) under which payments are made available to U.S. export-
ers, users, or processors (or grants are made available to im-
porters, so long as the cash grant does not result in the grant-
ee paying less than the prevailing world market price for the
commodities purchased) for purposes of developing, maintain-
ing, or expanding export markets for U.S. agricultural com-
modities at prevailing world market prices;

(3) under which commercial credit quarantees are blended
with direct CCC credit to reduce effective interest rates on
export sales of U.S. commodities;

(4) under which CCC short term credit or credit guarantees
are extended to finance or guarantee export sales of U.S. com-
modities; and

(5) under which commodities or products that are owned,
controlled, or under loan from the CCC are exchanged or .b.ar-
tered for materials, goods, eqzuipment. or services at prevailing
world market prices. (Sec. 132.)

The House bill contains no comparable provision. )

The Conference substitute adopts the Senate amendment with an
amendment, technical in nature, including the positioning of the
amendment in the Merchant Marine Act, 1936. )

(b) The Senate amendment requires that the percentage of agri-
cultural cargoes that are subject to the cargo preference laws is, to
offset cargoes declared exempt in the Freceding section, to be in-
creased from the present 50 percent of certain cargoes to 60 ge -
cent of the such cargoes in calendar year 1986, 70 percent in 1987,
and 75 percent in 1988 and thereafter. )

The agricultural commodities and products that will be subject to
the new higher levels of cargo preferences are:

(1) those exported under P.L. 480; ) )

(2) those exported under section 416 of the Agricultural Act
of 1949 (section 416 donations) and the Food Security Wheat
Reserve Act of 1980; v .

(3) those donated to foreign governments or sold on credit
terms of more than 10 years;

(4) commodities being made available for emergency food
relief at less than prevailing world market prices; .

(9} those purchased through the use of cash grants, if the
grants result in the purchasers paying less than the prevailing
world market price for such commeodities; and

(6) those owned, controlled or under loan from thq CCC that
are exchanged or bartered for materials, goods, equipment, or

services at prices other than prevailing world market prices.
Mhn camlvncnne ¢ e TTQ Oner bmarmnnan tatinm ie enthiont tn the
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terms and conditions provided in section 901(b) of the Mer-
chant Marine Act, 1936.

In implementing this cargo preference requirement, the Secre-
tary of Transportation shall give due consideration to the availabil-
ity of U.S.-flag vessels to transport the commodities. The Secretary
of Transportation also shall administer the cargo preference provi-
gions in a flexible manner, to the maximum extent practicable
within the law, giving due consideration to historical trading pat-
terns and to divisions in U.S. international shipping trades be-
tween bulk and liner service to particular georgraphic areas. The
Secretary must administer the prograin in a manner which pre-
serves to the greatest extent practicable the mean historical port
range share of cargoes subject to cargo preference that are export-
ed from the Atlantic, Gulf, Pacific, and Great Lakes port ranges.

In addition, the Secretary of Transportation must take whatever

steps are necessary and practicable to preserve during calendar
years 1986, 1987, 1988 and 1989, the percentage share, ar metric
tonnage, whichever is lower, of bagged, processed, or fortified com-
modities, exported under P.L. 480 title II in 1984 from Great Lakes
ports.
The determination of prevailing world market prices for agricul-
tural commodities shall be determined in accordance with proce-
dures established by the Secretary of Agriculture. In event of a de-
termination in the case of barter or exchange, the determination
shall be made by the Secretary of Agriculture in consultation with
the heads of other appropriate Federal agencies.

The House bill contains no comparable provision.

The Conference substitute adopts the Senate amendment—

(1) deleting the requirement that the Secretary of Transpor-
tation give due consideration to the availability of U.S. flag
vessels to transport the commodities and deleting the language
dealing with flexible administration of the program as well as
the reference to the division between bulk and liner services
and the preservation of historical port range shares;

(2) changing the minimum percentage requirements from a
cglendar year to 12-morth periods commencing on April 1,
1986;

(3) requiring the program to be operated without detriment
to any other port facility range;

(4) clarifying cash transfer provisions.

(c) The Senate amendment will require that the minimum quan-
tity of agricultrual exports subject to the cargo preference laws for
fiscal 1986 and annually thereafter shall be the average of the ton-
nage exported under the programs described above in paragraph
(b) during the base period, discarding the high and low years. The
base period for any fiscal year shall be the five fiscal years begin-
ning with the sixth fiscal year preceding such fiscal year and
ending with the second fiscal year preceding such fiscal year. The
President may waive the minimum for any year in which he de:er-
mines the quantity cannot be effectively used for the purposes of
such programs or, based on a certification by the Secretary of Agri-
culture, that the commodities are not available for reasons includ-
ing the unavailability of funds. (Sec. 134.)
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The Senate amendment provides that the Secretary of Transpor-
tation shall finance any increased ocean freight charges resulting
from the increased cargo preference mandated above. The Secre-
tary of Transportation also shall reimburse USDA and the CCC for
the amount which their ocean freight and ocean freight differential
costs in any fiscal year exceed 20 percent of the total cost of the
commodities shipped plus ocean freight and differential.

For meeting tﬂise expenses, the Secretary of Transportation
shall issue interest-bearing notes which the Treasury shall pur-
chacs os public debt transactions. Authorization is granted for
annual appropriations commencing in fiscal 1986 to reimburse the
Secretary of Transportation for the costs, including administrative
expenses and the principal and interest due to the Treasury. If the
Transportation Secretary is unable to get the funds necessary to fi-
nance the increased cargo preference, he shall notify Congress
within 10 working days. (gec. 135.)

The House bill contains no comparable provisions.

The Conference substitute adopts the Senate amendment with an
amendment, technical in nature.

(d) The Senate amendment also provides for a National Advisory
Commission on Agricultural Export Transportation Policy to be es-
tablished to conduct a comprehensive study of ocean transportation
of agricultural exports subject to cargo preference laws and to
make recommendations to the President and the Congress for im-
proving the efficiency of such transportation on U.S. vessels in
order to reduce the costs incurred by the U.S. The Commission
shall be composed of 16 members including eight appointed by the
President, four from the agricultural sector and four from the U.S.
maritime industry (two representing labor, two management); and
eight Congressional members consisting of the Chairman and rank-
ing minority members of the House Agriculture Committee, Senate
Agriculture, Nutrition, and Forestry Committee, and the House
Merchant Marine and Fisheries and Senate Commerce, Science,
and Transportation Committees. The Commission shall submit an
interim report within one year and a final report within two years.

“Such sums as may be necessary’ are authorized to be appropri-
ated to carry out all the provisions of the Senate amendment (Sub-
title C-Export Transportation of Agricultural Commaodities).

The Senate amendment (Subtitle C) shall terminate 90 days after
the Secretary of Transportation notifies the Congress of funding
unavailability for the costs of increased cargo preference pursuant
to the above notification requirement, unless within the 90 day
period he proclaims the funds are available.

The 1936 Merchant Marine Act is amended to require that no
U.S. commercial vessel shall be deemed to be available for the
transportation of cargoes subject to the cargo preference unless
such vessel has been certified by the Secretary of the Navy upon
the recommendation of the Chiet of Naval Operations as being nec-
?gsgarﬂgo)r the defense of the United States and its allies. (Sec. 136-

The House bill contains no comparable provisions.

The Conference substitute adopts the Senate amendment with
amendments: (1) technical in nature; (2) clarifying that upon notifi-
cation hv the Secretarv of Transportation that if funding is not
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available for the increased costs of cargo reference required in this
subtitle, the subtitle terminates and the 50 percent requirement of
all programs covered by section 901(b) of the Merchunt Marine Act
of 1936 shall be in full affect; and (3) certification by the Secretary
of Transportation of vessles eligible to carry cargoes.

The conferees intend that the cpecial preference given to cargo
shipped from the Great Lakes should not cause a reduction in the
cargo shipped from other port ranges throughout the nation. The
conferees also intend that the 1984 baseline for shipment of bagged
grain from Great Lakes ports is a minimum.

(25) Consultations on import restrictions

The House bill requires that before any authority within the De-
partment of Agriculture acts to relax or remove a restriction on
the importation of an agricultural commodity, all appropriate au-
thorities within the Department, including the Foreign Agricultur-
al Service and the Animal and Plant Health Inspection Service,
shall be consulted. (Sec. 1151.)

The Senate amendment requires similar consultations within the
Department of Agriculture before an import restriction is relaxed
or removed, and requires the Secretary of Agriculture to consult
with the United States Trade Representative before such action is
taken. The amendment requires Department of Agriculture person-
nel involved in agricultural trade negotiations with any country to
consult with the Agricultural Policy Advisory Committee and the
appropriate agricultural technical advisory committee established
under Section 135 of the Trade Act of 1974 regarding agricultural
practices and procedures before concluding any agricultural trade
agreement. (Sec. 108.)

The Conference substitute adopts the Senate amendment with an
amendment deleting the requirement that the Agricultural Polic
Advisory Committee and certain advisory committees be consulted.

(26) Findings and export market development report

(a) The House bill proposes findings by Congress relative to the
decline in U.S. agricultural exports, the resulting economic distress
In rural America, the importance of exports to assuring a healthy
farm economy, and the potential for increasing U.S. agricultural
exports by utilizing existing authorities and programs to aid in the
strengthening of developing countries so that they may one day

ome commercial customers for agricultural products of the
United States. (Sec. 1153.)

The Senate amendment contains no comparable provision.

. (b) The House bill requires the Secretary of Agriculture in con-
unction with the Administrator of the Agency for International
velopment, and in consultation with the Secretary of State and
the U.S. Trade Representative to submit a report to the President
and Congress within one year. The report will contain (1) a global
analysis of world food needs and production; (2) identify at least 15
target countries which are most likely to emerge as growth mar-
ets for agricultural commodities in the next 5 to 10 years; (3) and
Present a detailed plan for using available export and food aid au-
thorities to increase U.S. agricultural exports to such target coun-
tries. Fach vear thereafter thraneh fiseal 1990 the Secretarv shall
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Sec. 2 - U.S. policies include '"to use foreign currencies
accruing under this Act to foster and encourage the
development of private enterprise in developing countries;
to enhance food security in developing countries through
local food production;" (added by Sec. 1llll(a) of the Food
Security Act of 1985).

Sec. 101 - Provides for sale of agricultural commodities
for foreign currencies for use under Section 108, in
addition to the sale for dollars on credit terms or for
foreign currencies on credit terms permitting conversion to
dollars which was previously authorized. A minimum of 10
percent of the aggregate Title I value is required for
Section 108 use each fiscal year 1986 through 1990, along
with other provisions concerning Section 108. (Amended by
Sec. 1111(c) of the Food Security Act of 1985)

Sec. 102 - Two provisos regarding restrictions on sale and
export of Commodity Credit Corporation commodities were
struck from this section. (Deleted by Sec. 201(a) of the
International Development and Food Assistance Act of 1977)

Sec. 102 - Authority given to the Commodity Credit
Corporation to serve as purchasing or shipping agent when
requested by the purchaser. (Added by Sec. 1201 of the
Food and Agriculture Act of 1977)

Sec. 103(d) = Definition of "friendly country" narrowed by
deletion of provisions concerning Cuba/North Vietnam and
the United Arab Republic. (Deletion by Sec. 201(b) of the
International Development and Food Assistance Act of 1977)

*An analysis of AID policy changes, Food for Progress
legislation and Section 416 legislation, is also underway.
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Sec. 103(f) - Rewritten to relate expansion of markets for
U.S. and local agricultural commodities to stimulation of
equitable economic growth in recipient countries.
(Amendment by Sec. 201 of the International Development
Cooperation Act of 1979)

Sec. 103(1) - Deletion of wording designed to insure that
Title I food commodities sold for foreign currencies would
be identified at distribution or sale location as being
provided on a concessional basis through the generosity of
the American people. (Amendment by Sec. 401(4) of the
International Security and Development Cooperation Act of
1981)

Sec. 103(m) - Addition of the last two sentences requiring
convertibility of foreign currencies under Sec. 108 within
10-30 years but not requiring exchange rate specification.
(Added by Sec. 1111(d)(3)(C) of the Food security Act of
1985)

Sec. 104(d) = Ceiling on use of Title I foreign currencies
for emergency velief requirements raised from $5 million to
$10 million annually. (Amendment by Sec. 402 of the
International Security and Development Cooperation Act of
1981)

Sec. 104(f) ~ Agency for International Development
substituted for Advisory Committee on Voluntary Foreign Aid
in reference to registry and approval of nonprofit
voluntary agencies (Amendment by Sec. 121 of the
International Development Cooperation Act of 1979)

Sec. 106(a)(2) - Title I repayment terms shall be no less
favorable than those for development loans under Section
122 of the Foreign Assistance Act. (Added by Sec. 401(6) of
the International Security and Development Cooperation Act
of 1981)

Sec. 106(a)(3) - Payment for foreign currency sales under
Section 108 shall be on such terms as are specified in the
Section 108 agreements. (Added by Sec. 1111/f) of the Food
Security Act of 1985)

Sec. 106(b) (2) - Struck out provision that proceeds from
sales in the recipient country when used for economic
development purposes as provided in Sec. 106(b) (1) shall be
deemed payments for the purposes of Sec. 103(b), up to 15
percent of the total value of Title I agreements in that
fiscal year; and substituted the language placing greatest




emphasis on using the proceeds for developmental programs
in accordance with the Sec. 109 self-help provisions of
P.L. 480 and the policy objectives of Sections 103 and 104
of the Foreign Assistance Act. (Amendment by Sec. 211(b) (2)
of the International Development and Food Assistance Act of
1977)

Sec. 106(b) (4) =~ Authorizes use of proceeds from Title I
sales in the recipient country for private sector
development activities, through loans by the recipient
government to financial intermediaries for loans to private
entities. Proceeds may be granted to defray startup costs
for cooperatives or PVO's of becoming a financial
intermediary. Proceeds shall not be used to promote
production of products which will compete with similar U.S.
products in world markets. (Added by Sec. 1111(g) of the
Food Security Act of 1985)

Sec. 108 - Authorizes a program of P.L. 480, Title I sales
for foreign currencies which are to be loaned through
intermediaries to private entities within the recipient
countries for the purpose of financing productive private
enterprise investment within those countries, promoting
markets for U.S. agricultural products, and private
enterprise support of self-help measures (Added by Sec.
1111(h) of the Food Security Act of 1985)

Sec. 109(a) (3) = Includes reduction of illiteracy among the
rural poor in the self-help provision regarding training
and instruction of farmers. (Added by Sec. 1210(a) (1) of
P.L. 97-98)

Sec. 109()(11) =~ Adds to the self-help provisos carrying
out programs to improve the health of the rural poor.
(Added by Sec. 1210(a) (3) of P.L. 97-98)

Sec. 109(a)(11) - Adds immunization of children to the
self-help proviso regarding improving the health of the
rural poor. (Added by Sec. 1112(a)(l) of the Food Security
Act of 1985)

Sec. 109(b) - Previously contained a 20 percent earmarking
of certain Title I foreign currencies for self-help
measures by countries not engaged in armed conflict against
Communist forces or against nations with which the U.S. has
no diplomatic relations. (Repealed by Sec. 401(8) of the
International Security and Development Cooperation Act of
1981)



Sec. 109(d) - Requires that the economic development and
self-help measures in each Title I agreement shall be
described in specific and measurable terms to the maximum
extent feasible and in a manner ensuring that the needy
people in the recipient country will be the majoc:
beneficiaries. The self-help measures are, to the maximum
extent feasible, to be additional to the measures the
recipient country would otherwise have taken. (Added by
Sec. 1210(b) of the Agriculture and Food Act of 1981)

Sec. 111 - Changed the formula for allocating Title I sales
so that not more than 25 percent in each fiscal year can go
to countries other than those meeting the poverty criterion
established for International Development Association
financing and are unable to meet their immediate food need
through their own production or commercial imports.
(Amendment by Sec. 202 of the International Development and
Food Assistance Act of 1977.) ([See also original Sec. 111
from Sec. 207 of the International Development and Food
Assistance Act of 1975]

Sec. 112 - Added a prohibition against Title I sales to any
country engaging in a consistent pattern of gross
violations of internationally recognized human rights.
(Added by Sec. 203 of the International Development and
Food Assistance Act of 1977)

Sec. 112 - Added the reference to the disappearance of
persons from abduction and clandestine detention. (Added

by Sec. 701(c) of the International Security and
Development Cooperation Act of 1980)

Sec. 113 - Requires priority in Title I allocations for
food and fiber commodities. (Added by Sec. 204 of the
International Development and Food Assistance Act of 1977)

Sec. 114 - On Title I sales of high protein, blended, or
fortified food, repayment of the debt may be forgiven for
the recipient country to the extent the product value is
attributable to the costs of processing, enrichment, or
fortification. (Sec. 205 of the International Development
and Food Assistance Act of 1977)

Sec. 115 - Requires publicly advertised, open, competitive
bidding procedures for Title I purchases. Any commission
paid to agents by a supplier of commodities or ocean
transportation must be reported to the Secretary of
Agriculture. (Sec. 1202 of the Food and Agriculture Act of

1977)



Sec. 201(b) - Successive increases for minimum tonnages for
Title II and subminimums for nonprofit voluntary agencies
and the World Food Program were prescribed in Sec. 206 of
the International Development and Food Assistance Act of
1977. The subminimum was restricted only to nonemergency
programs of PVO's and the WFP by Sec. 404 of the
International Security and Development Cooperation Act of
1981. 1In 1985 Section 201(b) was restated and the minimum
was raised to 1.9 million metric tons each fiscal year in
1987-90 with a subminimum of 1.425 million metric tons for
PVO's and WFP nonemergency programs. (Amended by Sec. 1102
of the Food Security Act of 1%85)

Sec. 201(c) - Requires that at least 75 percent of the
commodities required to be distributed for nonemergency
programs under Title II each year be in the form of
processed or fortified products or bagged commodities,
unless the President determines the programs will not be
best served by this amount. (Added by Sec. 1103 of the Food
Security Act of 1985)

Sec. 202(a) - Sentence added to make clear that the
President may furnish commodities "for direct distribution,
sale, barter, or other appropriate disposition" in carrying
out the purposes of Title II. (Added by Sec. 1003 of the
International Security and Development Cooperation Act of
1985)

Sec. 202(a) - The reference to the Agency for International
Development was substituted for the Advisory Committee on
Voluntary Foreign Aid. (Amendment by Sec. 121 of the
International Development Cooperation Act of 1979)

Sec. 202(b) (1-3) - Distributors of Title II commodities are
encouraged to work with indigenous institutions and workers
to assess the needs of beneficiary groups and help them.
Priority shall be given to those who are suffering from
malnutrition through such means as priority for
malnourished preschool children and distribution to the
poorest regions of countries. (Added by Sec. 207 (3) of the
International Development and Food Assistance Act of 1977
and Sec. 202 of the International Development Cooperation
Act of 1979)

Sec. 202(b)(4) - In Title II distributions by PVO'!s
consideration shall be given to the nutritional and
development objectives established by the PVO's in light of
their assessment of the needs of the people assisted.
(Added by Sec. 11l04(a) of the International Security and
Development Cooperation Act of 1985)




Sec. 202(c) - The President is encouraged to approve
multiyear Title II agreements if requested by the PVO or
cooperative involved. The PVO or cooperative shall not be
required to obtain annual approval for the progranm's
continuation unless exceptional and unforeseen
circumstances occur. (Added by Sec. 1105 of the
International Security and Development Cooperation Act of
1985)

Sec. 203 - The Commodity Credit Corporation authority to
pay costs was expanded to include transportation to points
of entry other than ports when a substantial savings in
costs or time can be effected. (Added by Sec. 209 of the
International Development and Food Assistance Act of 1977)

Sec. 203 - CCC authority to pay costs was further
broadened, in the case of urgent and extraordinary relief
requirements, to include transportation to storage and
distribution sites and associated storage and distribution
costs. (Added by Sec. 305 of the President's Emergency
Food Assistance Act of 1984)

Sec 204 - The annual appropriation authorization ceiling
for Title II programs was changed from a calendar Year to a
fiscal year basis. (Amendment by Sec. 1101 of the Food
Security Act of 1985)

Sec.204 - The annual Title II appropriations ceiling was
raised from $600 million to $750 million by Sec. 1203 of
P.L. 95~-113. In 1981 the ceiling was raised again, from
$750 million to $1 billion. (Amendment by Sec. 1212 of
the Agriculture and Food Act of 1981)

Sec. 204 - A waiver of the Title II appropriations ceiling
is authorized when necessary to meet urgent humanitarian
needs. (Added by Sec. 1101 of the Food Security Act of
1985)

Sec. 206 - Title II commodities cannot be sold to generate
foreign currencies unless the recipient country agrees to
self-help measures in accord with Sec. 109 of P.L. 480 and
the currencies are used in accord with the purposes of
Section 103 of the Foreign Assistance Act, which deals with
agriculture, rural development and nutrition assistance.
(Amended by Sec. 210 of the International Development and
Food Assistance Act of 1977 and by Sec. 203 of the
International Development Cooperation Act of 1979)
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Sec. 206 - Currencies generated under this provision may,
under the assistance agreement, be used for health programs
and projects, including the immunization of children.
(Added by Sec. 1lll2(a) (1) of the Food Security Act of 1985)

Sec. 207 - A PVO requesting a nonemergency food assistance
agreement under Title II shall describe the intended uses
of any foreign currency generations. In the aggregate,
such agreements shall provide for foreign currency proceeds
totaling at least 5 percent of the total value of the Title
ITI commodities distributed for nonemergency programs each
fiscal year. (Added by Sec. 1104(b) of the Food Security
Act of 1985)

Secs. 301-7 - The Food for Development Program, which is
the principal subject matter of Title III of P.,L. 480,
provides for multiyear concessional sales of P.L. 480
commodities to countries meeting the IDA development loan
criterion, the assistance to be used for specifiad
development programs in the areas of agricultural
development, rural development, nutrition,. health services
and population planning. The recipient country receives
the commodities under Title I financing. Disbursement of
the proceeds from the domestic commodity sales according to
the Food for Development program terms is credited to the
recipient country as repayment of its debt. Title III Food
for Development Programs are required to total not less
than 10 percent of the aggrzgate value of all Title I
agreements each fiscal year. (Added by Sec. 211 of the
International Development and Food Assistance Act of 1977)
(See also Sec. 302(c) (1) (C) below)

Sec. 30l1(a) = Eligibility for a Food for Development
program was broadened to include agreed programs for the
uses of the commodities, as well as for agreed uses of the
proceeds from the sale of the commodities. (Sec. 204(a) (2)
of the International Development Cooperation Act of 1979)

Sec. 301(b) - TImmunization of children was specified as
among the health services which could be beneficiaries of a
Food for Development program. (Amendment by Sec.
1112 (a) (3) of the Food Security Act of 1985)

Sec., 302(c) (1) (C) - The 15 percent minimum of the Title I
annual aggrecate originally required for Food for
Development programs was reduced to 10 percent. (Amendment
by Sec. 1108 of the Food Security Act of 1985)
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Sec. 302(d) (4) - Consideration shall be given to using the
expertise of American agriculture in developing and
carrying out Food for Development Programs. (Added by Sec.
205 of the International Development Cooperation Act of
1979)

Sec. 3062(d)(4) - U.S. nonprofit voluntary agencies and
cooperatives were added to American agriculture as sources
to be considered for using their expertise in developing
and carrying out Food for Development prograns. (Added by
Sec. 1004(b) of the International Security and Development
Cooperation Act of 1985)

Sec. 304(d) - The CCC was authorized to pay ocean freight
charges on Food for Development shipments for countries on
the UNCTAD 1list of relatively least developed countries.
(Added by Sec. 202 of the International Development and
Food Assistance Act of 1978)

Sec. 305(b) - Countries on the UNCTAD relatively least
developed countries list which have Food for Developument
currency disbursements in excess of their Food for
Development debt in a fiscal year may apply the excess as
repayment of other debt owed under P.L. 480. (Added by
Sec. 203 of the International Development and Food
Assistance Act of 1978)

Sec. 305(c) - The dollar value of commodities applied in
accordance with a Food for Development Program can be
credited as debt repayment. (Added by Sec. 204(b) of the
International Development Cooperation Act of 1979)

Sec. 306 - The annual report required on each Food for
Progress prog. \m must include a detailed description of how
the commodities were used or a specific accounting for
funds generated. (The reference to describing commodity
use was added by Sec. 207 (a) of the International
Development Cooperation Act of 1979)

Sec. 310 - No restrictions shall be placed on the countries
of the free world into which surplus agricultural
commodities may be sold. (Sentence added by Sec. 1167(c)
of the Food Security Act of 1985)

Sec. 310 - To the maximum extent practicable, private
trading firms shall be utilized in barter agreements.
(Sentenced added by Sec. 1167 (c) of the Food Security Act
of 1985)



Sec. 40l1(a) - Commodities may be provided under P.L. 480
for urgent humanitarian purposes regardless of the normal
availability criteria otherwise stated in Sec. 401(a).
(Clause added by Sec. 1204 of the Food and Agriculture Act
of 1977)

Sec. 401(b) - No P.L. 480 shipments may be made unless the
Secretary of Agriculture determines that adequate storage
is available in the recipient country and distribution of
the commodity will not be a substantial disincentive to
domestic procduction in that country. (Sec. 212 of the
International Development and Food Assistance Act of 1977)

Sec. 401(b) - The anti-disincentive requirement was
broadened to include "or interference with" production, and
interference with marketing was precluded as well. (Added
by Sec. 208 of the International Development Cooperation
Act of 1979)

sec. 402 - Beer was added as an item not prohibited from
market cevelcpment activities carried out with P.L. 480,
Title I currencies. (Added by Sec. 24 of the Export
Administration Act of 1979)

Sec. 403(b) - P.L. 480 commodities from the CCC inventory
shall be valued by the Secretary of Agriculture, in
determining reimbursement due the CCC, at not greater than
the export market price at the time of P.L. 480 use. (Added
by Sec. 1206 of the Food and Agriculture Act of 1977 and by
Sec. 1214 of the Agriculture and Food Act of 1981)

Sec. 403(c) -~ The President may transfer up to 15 percent
of the funds in any P.L. 480 title in a fiscal year to
anothar P.L. 480 title. (Added by Sec. 407 of the
International Security and Development Cooperation Act of
1980)

Sec. 404 - Policy language reworded and expanded to specify
objectives of market expansion and priority for focusing
P.L. 480 aid to benefit the poor. (Amendment by Sec. 209
of the International Development Cooperation Act of 1979)

Sec. 406 ~ Not less than one-tenth of 1 percent of P.L. 480
funding for fiscal years 1986 and 1987 shall be used for
farmer-to-farmer programs under Sec. 406(a)(l) and (2).
(Sec. 1107 of the Food Security Act of 1985)
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Sec. 408(a) - The deadline for the annual P.L. 480 report
was changed from April 15 to February 15. (Amendment by
Sec. 1215 of the Agriculture and Food Act of 1981)

Se . 408(b) - An annual report must be submitted to
Congress by September 30 containing a global assessment of
food production and needs and setting forth planned Title I
allocations for the coming year. Further reports showing
the current status of Title I programming are due by each
December 31 and June 30. (Amendment by Sec. 213 of the
International Development and Food Assistance Act of 1977
and by Sec. 213 of the Congressional Reports Elimination
Act of 19580)

Sec. 408(b) ~ The planned programming reports required for
Title I shall be required for Title II also. (Added by
Sec. 1006 of the International Security and Development
Cooperation Act of 1985)

Sec. 408(d) - The Jecretary of Agriculture shall issue
revised regulations governing operations under Title I
every two years. The requlations shall be designed to
encourage an increase in the number of exporters
participating in P.L. 480. All revised regulations on
Title I and III operations shall be transmitted to
Congress. (Added by Sec. 1207 of the Food and Agriculture
Act of 1977)

Sec. 408(e) - Bagged commodities under P.L. 480 may be
considered exported upon delivery at port. (Added by Sec.
1207 of the Food and Agriculture Act of 1977)

Sec. 409 - Successive omnibus farm bills extended P.L. 480
programming and spending authority by multiyear texrms, the
most recent being the 5-year extension to 1990 enacted in
1985. (Sec. 1105(1) of the Food Security Act of 1985)

Sec. 409 - New spending authority for Title I shall be
effective for any fiscal year only to the extent as
provided in appropriation acts. (Added by Sec. 1208 of the
Food and Agriculture Act of 1977)

Sec. 413 - P.L. 480 commodities shall be made available on
a multiyear basis to the maximum extent practicable when
necessary for the most effective accomplishment of the
law's humanitarian and developmental purposes. (Added by
Sec. 210 of the International Development Cooperation Act
of 1979)



SECTION 416

Agricultural Act of 1949, 198z Amendment
Section 1109, Food Security Act of 1985

Intent: The intent of Section 416 is to reduce U.S.
agricultural surpluses -- additional to PL 480 - and to provide
humanitarian and development aid in the same way as Title II
projects world-wide.

Description: Amendments to Section 416 of the Agriculture Act
in 1582 authorized USDA to donate dairy products from Commodity
Cregit Corporation (CCC) stocks for pootr people needing food
assistance in foreign countries. These donations can be made
through the foreign governments, or through U.S. private,
nonprofit voluntary organizations (PVOs).

An 1584 agreement divided programming responsibilities between
A.I.D. and USDA. USDA is now responsible for determining which
commodities are available and in what quantities. A.I.D.'s
responsibilities include review and approval of program
sponsors, development and review of specific proposals,
establishment of Section 416 program policy, and development of
audit procedures. Section 416 is considered additional to PL
480 and is available to countries beyond the list of LDCs now
receiving the bulk of Title II assistance. This includes
middle-income countries and advanced developing countries such
as Mexico and Chile.

Procedures for submitting and approving Secticn 416 proposals
are much the same as that for PL 480 Title II programs. They
are submitted to A.I.D. for preliminary review and then
presented to the DCC for final approval. Existing Title II
logistical systems are used to transfer the commodities.

Food Security Act Amendment - The Farm Bill increased the
amounts and commodities available for programming under Section
416. Grains and oilseeds are now included and the following
minimun tonnages are to be made available during the period FY
1986 - FY 1990: 500,000 MT of grains and oilseeds and 150,000
MT of dairy products.

The Farm Bill also contains provisions on monetization under
Section 416. A minimum of five percent of the aggregate value
of commodities made available to PVOs and cooperatives is to be
provided for sale. The following specific provisions on
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Section 416 monetization are included: a) such sales are to be

incidental to donation of 416 commodities; b) sales can
finance distribution, handling and prccessing costs of 416
commodities; c) sales of commodities provided to PVUs and
cooperatives can be used to enhance the effectiveness of
transportation, distribution and use of the commoaities for
Food for Work programs and cooperative and agricultural

products.

The following are aaditional important 416 provisions in the
Farm Bill: a) disincentive and UMR analyses are to be
conductea prior to programming; b) multi-year programs are
authorized; and c) Cargo preference rules now apply.

Citations: Food Security Act, 1985, Section 1109
Agriculture Act of 1949, Section 416,

Amendment 1982

%



Subject: Section 416 Legislative Analysis

Section 416 of the Aqricultural Act of 1949

Section 416 of the Agricultural Act of 1949 (Public Law

81-439), in its earliest years, contained broad
authority for use of U.S. agricultural commodities for
barter and food aid abroad. Section 416 was

substantially amended in 1954 and in effect, basically
superseded in its foreign distribution aspects by "P.L.
480", the Agricultural Trade Development and Assistance
Act of 1954 (Public Law 83-480). A further amendment in
1966 (Public Law 89-808) shifted authority in Section
416 clause (4), for donation of excess food commodities
to needy persons and for nonprofit lunch programs
outside the United States, to Title II of P.L. 480.

In 1982, amid demands for greater disposal of large
dairy surpluses, Congress included in the Omnibus Budget
Reconciliation Act of 1982 (Public Law 97-253, Sec. 110)
an amendment to Section 416 providing for donation
abroad of dairy products acquired by the Commodity
Credit Corporation under price support operations. The
amendment provided that such dairy products may be
donated through foreign government humanitarian
organizations for the assistance of needy persons
outside the Jnited States.

In 1984, the Agricultural Programs Adjustment Act of
1984 (Public Law 98-258, Sec. 502) further amended
Section 416 to add wheat to dairy products as ccc
surplus commodities eligible for donation to needy
persons abroad under the progran. The 1984 Act also
provided for a two-year pilot program under which ccc
dairy products would be bartered or exchanged for 40,000
nntric tons of ultra-high temperature (UHT) processed
tiuid milk, which would be available for donation to
needy persons abroad.

In 1985, the Food Security Act of 1985 (Public Law
99-198, Sec. 1109) comprehensively amended Section 416,
placing in a new Section 416(b) extensive authorities
and requirements for food assistance abroad. Ten
clauses of the new Section 416(b) set forth these
provisions, as follows:

(1) The Secretary of Agriculture may furnisk
"eligible commodities" for carrying out foreign
assistance programs under Title II of P.L. 480 and
the Food for Progress Act of 1985, for such purposes
as he approves. The assistance is to be coordinated
through the mechanism designated by the President to
coordinate P.L. 480 assistance.



(2) "Eligible commodities" are defined as dairy
products, grains and oilseeds acquired by the cCCC
through price support operations, and other edikle
commodities acquired during normal cccC operations.
Commodities may not be acquired for the purpose of
Section 416(b) use.

(3) Commodities cannot be made available for Section
416(b) in amounts that will reduce the amounts
traditionally donated to domestic feeding programs
or agencies, or will prevent fulfillment of any
payment-in-kind agreement under laws administered by
the Secretary.

The requirements of Section 401(b) of P.L. 480,
which required determinations of adequate storage
facilities and absence of substantial disincentive
to production in the recipient country from the food
aid, apply to Section 416(b) shipments. Section
416 (b) commodities may not be provided except on
determinations by the Secretary that the recipient
country has the absorptive capacity to use the
commodities efficiently and effectively, and that
their dispositions will not interfere with usual
marketings of the United States nor disrupt world
prices of agricultural commodities and normal
patterns of commercial trade with developing
countries. The usual marketings requirement shall
not prevent Section 416(b) shipments to countries
which have not traditionally bought the commodity
from the United States, or do not have adequate
funding to buy the commodity from the United States
commercially or concessionally. The Secretary shall
take reasonable precautions to ensure that Section
416(b) aid will not displace sales which otherwise
might be made, and that its sales and barter will
not unduly disrupt world prices of agricultural
commodities or normal patterns of commercial trade.

(4) Agreements under Section 416 (b) may provide
commodities in installments over an extended period
of time.

(5) Section 203 of P.L. 480, authorizing ccc payment
for packaging, enrichment, preservation,
fortification, processing, transportation and
handling costs, applies to Section 416(b)
commodities. The CCC may pay processing and
domestic handling costs with Section 416 (b)
commodities if this will not disrupt domestic
markets.

. \;f%'



(6) Costs of Section 416(b) commodities and programs
shall be in addition to the P.L. 480 program and
shall not be considered expenditures for
international affairs and finance.

(7) Section 416(b) commodities and their products
may be sold or bartered only with the Secretary of
Agriculture's approval and solely as follows:

-— For sales and barter that are incidental to the
donations; sales and barter to finance the
distribution, handling, and processing costs of the
donated commodities or products in the importing
country or in a country through which they must be
transshipped, or other activities in the importing
country consistent with providing food assistance to
needy people; and sales and barter of donations to
intergovernmental organizations which are consistent
with their normal programming procedures.

-~ For sales of Section 416(b) commodities and
products under agreements with nonprofit voluntary
agencies, providing for their PVO use of the foreign
currency proceeds for activities enhancing the
effectiveness of transportation, distribution and
use of donations including food for work programs
and cooperative and agricultural projects.

== Not less than 5 percent of the aggregate value of
the Section 416(b) commodities and products provided
under Section 416(b) for carrying out assistance
programs under P.L. 480 Title II shall be for sales
for foreign currencies.

-= Such agreements shall provide for sales for
foreign currency proceeds which in the aggregate are
not less than 5 percent of the aggregate value of
all commodities and products provided under Section
416(b) in the fiscal year. The minimum shall not
apply to the extent that there have not been
requests for such sales for foreign currency uses.

-~ Foreign currency proceeds from these sales shall
be spent in the country of origin within one year,
except that they may be use., upon the Secretary's
permission, in other countries when necessary to
expedite transportation of the commodities or
products, and after one year as appropriate to
enhance effectiveness of the donations.

-- For sales and barter to co'er CCC expenses
incurred under use of P.L. 480 Section 203 authority
cited in (5) above.



=~ None of the proceeds may be spent for operating
and overhead expenses, except under normal
international organization programs and except for
personnel and administrative costs incurred by local
cooperatives.

(8) Expedited procedures shall be used to the
maximum extent practicable in implementing Section
416 (b) . The Secretary of Agriculture shall be
responsible for requlations on.sales and barter and
foreign currency proceeds to prevent abuses in
activities provided for in (7) above.

(9) Each recipient of Section 416(b) commodities for
sale or barter under (7) shall report to the
Secretary at least once annually before December 31
on the quantity of commodities sold or bartered
during the preceding fiscal year, the amount of
funds and value of services received, and how they
were used. By February 15 of each year the
Secretary shall report to Congress on the quantity
of commodities sold or bartered under (7) during the
preceding fiscal year, the amount of funds and value
of services received, how they were used, and the
percentage of the quantity of Section 416(b)
commodities and products such use represented. The
Secretary's report shall also include his best
estimate of the amount of foreign currency proceeds
that will be used under the agreements with PVO's or
cooperatives cited in (7) in the then current fiscal
year and the next following fiscal year (if all
requests for such use are agreed to), and the
percentage that such estimated use represents of the
quantity of commodities and products that the
Secretary estimates will be furnished under Section
416(b) in each such fiscal year. The Secretary's
report also shall include information on the
effectiveness of such sales, barter and use during
the year in facilitating the distribution of the
goods furnished under Section 416 (b); the extent to
which they displaced commercial sales of U.S.
agricultural commodities and products, affect usual
marketings of the United States, or discourage local
production and marketing of agricultural commodities
in the countries in which the Section 416 (b) goods
are distributed. Finally, the Secretary's reports
shall include his recommendations, if any, for
changes to improve the sales, barter, or use
activities under (7).

(10) The Secretary of Agriculture shall make
available for Section 416(b) each fiscal year 1986
through 1990 at least 500,000 metric tons of grains



and oilseeds from CCC's uncommitted stocks, or an
amount equal to 10 percent of CCC's uncommitted
stocks of these commodities, whichever is less; and
10 percent of CCC's uncommitted stocks of dairy
products, but not less than 150,000 metric tons of
such products to the extent they are available.

The Secretary shall estimate expected year-end
levels of uncommitted CCC stocks before the
beginning of the fiscal year. The estimate shall be
published in the Federal Register along with a
breakdown by each kind of commodity and its
quantity.

Of the minimum quantities specified for Section
416 (b) disposal, not less than 75,000 metric tons
shall be for the Food for Progress program.

The Secretary may waive the minimum quantity
requirements (except for the Food for Progress
minimum, which is covered by a separate waiver under
the Food for Progress Act) to the extent that he
determines and reports to Congress that there are
not sufficient requests for the commodities. A
waiver is provided also if the Secretary determines
the commodities are unavailable because of the
restrictions in (3) above.

For any fiscal year in which the minimums are not
met and in which requests for Section 416 (b)
commodities are rejected, the Secretary shall
provide a detailed written explanation to Congress
at the end of the fiscal year of the reasons for the
rejections of such requests.

Section 416(b) as amended by the Food Security Act
of 1985 also has two further provisions, relating to
sales abroad, in a clause (11):

(11) The Secretary of Agriculture may furnish
Section 416(b) commodities in connection with P.L.
480 Title I concessional sales agreements or other
statutes, or agriculture bonus or promotion programs
carried out under the CCC charter or other statutes.

Section 416(b) commodities may also be furnished in
connection with agreements by recipient countries to
buy additional U.S. agricultural commodities
commercially.



The commodities furnished under (11) are not to be
counted in determining whether the minimum quantity
requirements of (10) are met.

Subsection (c) of Sec. 416, as amended by he Food
Security Act of 1985, repeats the provision for a
pilot program for ultra-high temperature milk which
was first enacted in the Agricultural Programs
Adjustment Act of 1984.

(Subsection (d) of Sec. 416, a new provision added
by Sec. 1129 of the Food Security Act of 1985
mandates a pilot barter program of exchange of CcCC
commodities for strategic or other materials not
produced domesticallyy in amounts sufficient to meet
U.S. requirements.)

December 1986



FCOD FOR PROGRESS
Section 1110 Food Security Act of 1985

Intent: To use U.S. food resources in support cf developing
country agricultural sector policy reform in four basic areas:
1) price pelicy; 2) marketing reform; 3) input supply and
distribution policy; and 4) private sector involvement.

Description: Under NSC airection, the Thirg World Hunger Study
In December 1964 recommended a new tool for use in addressing
global hunger problems: a Fcod for Progress program which
would use U.S. food donations to support developing countries
which agree to specific reforms in their agricultural

policies. The President approved the program and Congress
authorized it with some modifications in Section 1110 of the
1985 Food Security Bill. Funding is from Section 416 and Title
I.

In FY 1986, the DCL Fooa Aid Subcommittee, moving quickly on
this new authority, wrote the field guidance and requested
proposals for pilot projects in seven African countries. All
seven Missions responded with proposals. The best two -~ from
Madagascar and Guinea -- were selected by the DCC for immediate
FY 1986 funding. In FY 1987, the guidance was modified based
on the experience of the pilot programs and sent to 16
additional Missions world-wide.

Existing Programs: The Guinea program is for 30,000 mt of rice
which will be used to promote liberalization of marketing
policies. Specific economic reforms to which the program is
tied include: 1) changes in exchange rates including a
significant currency devaluation and tying currency exchange to
market rates. 2) replacing government banks with private
banks; 3) abolition of food rationing and state trading
companies which had a monopoly over food imports; 4)
liquidation of most parastatals and reductions in the civil

service.

The Madagascar program is designed to complement a World Bank
effort to strengthen Madagacar's recent initiative to remove

state controls on rice trading. Specifically, the 30,000 mt of
rice in the program will be used to dampen price swings as
government controls are lifted.

Citations: State cable 77930 (guidance); State cable 25180;
NSDDs 156 and 167

Doc. 2783E
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1. INTROOUCTION: THE FIRST YEAR OF THE FOJD FOR
PROGRESS (FFP) PILOT PROGRAMS N GUINEA AND MADAGATCAR
WHICH WERE ENTERED INTO (M FY 3G, 15 BEING EVALUATED AND
THE DCC HAS AGREED TO CONSIDER PRCPOSALS FROM ADORESSEES
FOR PARTICIPATION IN THIS PROGRAN IN FY §7 AND BEYOMD.
CAREFULLY THOUGHT THROUGH, WELL DOCUMENTED PROPO3ALS
WILL BE CONSIDERED BY THE INTER-AGENCY DCC WORKING
GROUP, BASED ON THE CRITERIA LISTED BELOW. THE 193%
FOOD SECURITY ACT PROVIDES THAT NOT LESS THAN 75, 830 MY
BE PROVICED EACH FISCAL YEAR THROUGH SECTION 416 (B} FOR
USE UNDER FOOD FOR PROGRESS. A HAXIHUM OF 500,000 M1
(NORLOWIDE) CAN BE PROVIDED UNDER FOOD FOR PROGRESS PER
FISCAL YEAR. HOWEVER, WE 0O NOT ANTICIPATE DOING ANY
MORE THAN A FEW FFPR PROGRAMS IN EACH REGION, SO
COMPETITION WILL BE KEEN. IT 15 INTENDED THAT FOOD FOR
PROGRESS RECOURCES WILL BE PROVIDED ONLY THROUGH SECTION
416 OUT OF AVAILMBLE STOCKS., THEREFORE, PROPOSALS FOR
ANY HULTI-YEAR -OGRAM SHOULD OE DRAWN UP WITH THE
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OUTGOING

STATL 1412
EXPLICET UNDERSTAND (NG BITMEEN THE HISI0N AND YHE HOS™

GOVLRLMENT THAT 4 HLLTI-YEM! PRCUKsH Ma¥ EE SUSPENDZD UR
TEAMIGATED IF THEE 2TOCKS MAY HG1 BE SUFFICIFNT TO JOVER
PROGRAHS,  THE WHSUNT Of CCHMOOITILS PRIVIDED 1N THE
AGGRELATE WILL, It VHE Fillrl GfaivZ1S, DEPEND ON THE
NUMGEL OF QUALIFIED PARTICIPANIS,  ACTION REAQVELT 13 A~
PARA. 7. ENU INTROLUCT ICH

2. BACKGROUNO: NSDD 156 NaNDATES TRAT, [N CONTRAST v TH
OTHER EXISTING AND PROGRAML WITH COMFREMINSIVE AND
HULTIFLE OAJECTIVES, THIS BuTEATIUE WILL WAVE RS 115
SOLE UBJECTIVE THE ACHYEVEMENT OF <GRICUL TURAL PCLYCY
REFORN (M THIRD WORLD COUNTRIES., SHILE THIS MANCATI WnS
BROADENED UY NSDO L7, LEGISLATIVE LANGUALE AND INTEMT
CLEARLY DICTLTE ADHERENCE TG TAAT SINGLE CHJSCTIVE. THE
1985 FOOD ZECURITY ACT FURTHER DELINEATEC THAT SUCH
POLICY REFORH MAY PIOVIDE FOR 1rONG OTHER THINGS: A
ACCESY, ON TKE PART OF F.RIMRS IN THE COUNTR{, 70
PRIVATE, COMFETITIVE MARWEYC FOR THEIR PRCDUITS; B)
HARKET PRICING OF CGHMODITIES TO TOSTER AOEQUATE PRIVATE
SECTOR IMCENTIVES TO IKDIVIDUAL FARMERS TC PROBUCE <00
ON A FEGULAR BASIZ FOR ThE COUMTRY'S ICHELTIC WEEDS; C}
ESTABLISHMENT OF MARKET-DETERMINED FOIE!IGN EACAANGE
RATES; D) TIPELY AVAILABILITY OF PRODUCTICN INPUTS (SULH
AS SEEOD, FERTILIZER, OR FECTICIOEL) TO SARMERS: E) ASCLSS
TO TECHNOLOGIES APPFOPRI.TE TO THE LEVEL OF AGRICULTURAL
DEVELOPMENT IN THE COUNTRY; AND F) COMSIRUCTION CF
FACILITIES AND DISTFIBUTION SYSTENS HECESZARY TO KA4DLE
PERISHABLE PFOOUCTS,

3. WHILE THIS PROGKAM SEPVES U.S, STRATEGIC AND FORE!GN
POLICY INTERESTS, FCOD FCR PRCGRESS IS NUT, 2EPEAT <407 10
BE CONSIOERED A NEW, ON-GOING SCURCE FOR COMMODITY
CUNDING.  HISSIONS <RE TO INFORM HOST GOVERNMENTZ TAAT
CONYODITY DELIVERIES UNDER A FOCD FOR PROSRESS NGREZIMENT
WiLL EE SUSPENOED Ok WITHDF AWK WHEN RECIPIENTS FAIL I(
SUSTAIN PROGRESS tN CAURYILG OUT KGRICULTIRAL REFORY
U.S. STRATEGIC AND FOREICH POLICY INTZRESTS
NOTWITHSTANDING, WHEN MULT!=YEAR PROGRAMS ARE PROVIDEN,
FUTURE YEAR TRANCHES WILL BE WITHDRAWN WHERE PROGRESS $
LACK LKG.

4, ESSENTIAL FACTORS: OM NOVEMBER 13, 1986, USDA UNDER
SECRETARY OF AGRICULTURE AMSTUTZ MOTED IM THE FOO0 AID
SUBCONMITTEE THE FOLLOMING:

== OVER THE NEXT SEVERAL YHEARS, USDA AMTICIPATES T4al

THE CGHMODITY CREDIT CORPORATION (CCC) WILL CONTINUZ TD
OWN LARGE OUKNTITIES OF BASIC CCHMODITIES: WHERT, RICE,
CORN, SORGHUN, BARLEY AND SOYBEANS (GENERALLY AVAILABLE

FOR HUMAN CONSUHPTION} A4S MELL AS DAIRY PROOUCTS, MAINLY
NON-FAT DRY NILK. WHILE CCC HAS IN THE PsST OUNED 3ND
MANAGED LARGE STOCKS, A NEW USE OF TRESE STOCKS DIRZCTLY
AFFECYS THE ANTICIPATED FUTURE CUALITY OF TRESE STOZKS
AVAILKBLE FOR FOREIGH DONATION. CCC IS5 IHPLEMENTING
VARIOUS PROGRAHS WiTH THE USE OF COMM.LDITY CERTIFICATES,
WHICH ARE RELEEMABLE FDR CCC STOCKS. CONSEQUENTLY, THL
RIGHER QUALITY COMMODITIES WILL MOST LIKELY HAVE BEZN
REDEENED WITh CERTIFICATES AND MOVED INTO COMMERCIAL
CHANNELS. REMAINING IKVENTORIES FOR THE GOVERNHENT
PROGRAMS HAY, THEREFORE“ 8F COMMODITIES OF LOWER QuUALITY,

= IN VIEW OF THIS SITUATION, HISSIONS ARE REQUESTED TO
ADVISE AID ALD USDA OF THE QUALITY OF CONHODITIES THAT
HAY Bt NEEDED FOR ANY PROPOSED SECTION 416 PROGRAM A5
EARLY AS POSCIBLE. THIS WILL ENABLE EARLY REVIEW OF TME
FEASIBILITY OF HEETING ANY SPECIFIC COMMODITY NEEDS.
STNCE HONETHIATION OF SECTION 416 COMMODITIES 1S A

TELEGRAM
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COMPONENT O FGOD 1OR PROLRESS, TWE GUALITY OF IHE
COHMODITY ColLD Gt EPECTID 10 Uy A MAJUR DETERIINANT IN
ACTUALLY IHPLEMENTING A PKOGRAN

5. WHILE THL LAW DOES HOT SPEAK TO HOW FOOD FOR PROGRESS
LUCAL CURRENCY GEINIKATION. ARE TO HBE TREATED, FOOD FoOn
PROGRESS IS BUILT ull THE PRERIZE THAT THE #0DIT!IOMAL
FINANCIAL RLSOURCE: ALONE WILL ALLOW THF RECIPIENT 1D
IHPLEMENT WCCIRED WGRICJL TURAL PULICY RLFORA. THEREF ORE,
LOCAL CURRENCY PROGRAMMING AND DETAILED UOCUBEHTATION
WILL NOT BE SOUGAT OR REQUIRED. THE FOLLOMING
CONSIDERATHONS CUPFORT TH1IS REASUMING:

== A} PROVISION OF CCHMIDITIES STRENGTHENS U.S. LEVERAGE
FOR AGRICULTURAL POLICY RLFORM3, (FCCUSIMG ATTENTION Off
THE REFORMS THEMSELVES): H) SINCE THESE IS NO ACSURANCE
OF CONTINUED COMHOJITY SUPPLY, DCPENDENCY ON EXTERNAL
SUPPORT FOR LOCAL GURRENCT PROJECT FIGANCING 15
ELIMINATED; AND C) FIELD “TAFF TiME DEVOTED T0
NEGOTIATIONS, IHPLLMENTING AND MUMITORING AGREEHENTS CAN
BE CONSIDERABLY REDUCED

6. COUNTRY SELECTION CRITEnIA

THE £00D FOR PROGRESS ACT, NSDD !S6 AND 167 HAVE BEEN
INTEGRATED, BY THE INTERAGENCY FOOD AID WORKING GROWP, TO
ENSURE INCLUSION OF RELEVANT COUNTRY SELECTION CRITERIA,
E.G., U.S. STRATEGIC AND FOREIGN FOLICY INTERESTS MUST BE
SERVED BY THE FOOD FOR PROGRESS PROGRAH, CMCE THESE
INTERESTS AHE SATISFIED, THE FOLLOWINA ADD I TIONAL,

CRITERIA SHOULD BE ASSESSED FOR INDIVIDUAL PROPOSED
COUNTRY PROGRAMS.

THESE CRITERIA HAVE BEEN RANK ORDERED AS FOLLOWS

CRITERIA OF ABSOLUTE 1HPORTANCE:

=1. RECIPIENT POLITICAL COMMITHENTS TO REFORM AND
THPLEMENTATION OF POLICY UECISIONS BASED ON FREE MARKET
PRINCIPLES AMD PRIVATE SECTOR INVOLVEMENT,

INDICATORS:  POLITICAL COMMITHENT 1S DEFINED AS

A} SUPPORT FROM NATIONAL LEACERSHIP AND KEY INSTITUTIONS
WHICH SUSTAIN EXISTING, BENEFICIAL AGRICULTURAL POLICY
REFORHS AND IKTEGRALLY RELATED MACRO-POLICY REFORMS IE.G.
EXCHANGE RATES); B! WHERE IMF/1BRD 4DJUSTHENT PROGRAMS
ARE UMDERWAY, THE GRANT SKOULD PHOVIDE QUOTE
ADDITIONALITY UNQUOTE IN THE SENSE THAT IT EJTHER

{1} PROVIDES FOR SECTORAL REFOPHS IN AGR!ICULTURE THAT ARE
ADDITIONAL TO, BUT CONSISTENT YITH THE HOST GOVERKMENT
REFORH EFFORTS SUPPORTED BY THE MF/IBRD, CR

(1) SIGNIFICANTLY IMPROVE THE EFFECTIVENESS OF THE HOST
GOVERNHERT' 3 REFORI EFFORTS N THE AGRICULTURAL SECTOR;
OR (C) U.S. AEPRP IAFRICAN ECONOHIC- POLICY REFORM
PROGRAH) IN PROGRESS OR UNDER FAVORABLE NEGOT{ATIONS.

CRITERIA OF HIGH I1NPORTANCE:

2. NEED FOR NON-ENERGENCY FOOD AID. SINCE FOOD FOR
PROGRESS COMHODITIES WiLL BE AODITIONAL 10 U.S, REGULAR
FOOD AID PROGRAMS (PAGE 427 CONFERENCE REPORT), RECIPIENT
NEED MUST BE ASSESSED AGAINST RISKS OF DISPLACING
COMMERCIAL SALES, CREATING SUBSTAMTIAL LOCAL
PRODUCTION/HARKETING DISINCENTIVES AND IMPORTING MORE
COHMDDITIES THAN CAN BE ACEQUATELY STORED.  (BELLHON
CONSIDERATIONS) .

-3, IN-COUNTRY CAPACITY TO CARRY-DUT AGHICULTURAL REFORM
RUST BE OEMONSTRATED BY: A} PERTINENT PUBLIC SECTOR
INSTITUTIONS WITH A DEMONSTRATED CAPACITY FOR MONITORING

UNCLASSIFIED
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AND CUSTAINIHU AGR 1CUL TURAL REFORNS 1N THF FACE OF
ECONOMIC AND POl ITEiAL CHANGE, E) AN ERVIROKMENT I
WHICH THE PRIVATE SiCTGR CaN ENIS: AND {4 ALLOWID TQ
RESPOND TO AuKICULTHRAL' AES ORM P01 1CHES .ND PROGKANS
-4. EVIDEHCE OF POL.CIES CONOUCIVE TO IMROVEENTS |0
AGRICULTURE MUST BL UEMONSIRATED ki: A) ROVENEMT TCHARD
HARKET QRIENIED WIRiCULTURL INDIC.IED &Y PHeCINu OUT
GOVERNMENT CONTRO. JVER AGRICULTUIL PRICING
DISTRIBUTION wND MASKETING FUNCTItiS,  B: OTHER MAZRU
LEVEL POLICIES WitICIH SEND :NHCENIE SIGNALS TO THE

AGRICULTURAL SECTOR AND INOUCE MIFRO LEVEL POLICY
DECISIONS WHICH HAVE A POSiTIVE EFFECT Ou LCCAL LEVEL
INVESTHENT, PRODUCT:ON AND HARKET:NG RE3PONSES.

CRITERIA OF LOWER INPORTANCE.

= 5, THE POTENTIAL FOR ECONOMIC LROWTH THAT WILL LEAD TO
THE COUNTRY*3 ABILITY TO PARTICIP.TE IN INTERNATIONAL
TRADE AND TO IMPORT U.S. CUMMODITIES

- 6. THE POTENTIAL FOR, OR EXISTENCE OF, OTHER DONOR
SUPPORT FOR AGRICULTURAL PROGRANS AHMD POLICY SEFORH A3
INDICATOR OF POTENTIAL FOR CO-FINANCING) .

7. EMBASSY/A.1.D. HISSION CAPACITY T0: NEGOTIATE FOND
FOR PROGRESS AGREEMENT, 8NO ASSIST HOST GOVERNMENT 14 THE
DEVELOPHENT, IHPLEMINTATION MGHITCRING AND EVALUATION.
ENDICATORS:  SIZE, COMPOSITION, ALD FOJD A10/PRIVATE
SECTOR PROGRAMMING AND POLICY REFORH EfPERIENCE OF
MISSION STAFF.

ITEMS 1 THROUGH 6 ABOVE ARE FROM 1:SDD 167. ITEN 7 IS
INCLUDED AS AM OPERATIONAL CRITER:ON AND SHOULD HOT EE
CONSTRUED AS A LIHITIKG FACTOR, I.E., MISSION CAPACITY,
IF LIHITEO, COULD BE OUTWEIGHED BY OTHER SELECT!ON
CRITERIA,

7. ACTION REQUESTEO:

= A, ADDRESSEES SHOULD CABLE WASHINGTON ASAP
COMMENTS/YIEVS AS TO THE DESIRABILITY/FEASIBILITY OF
UNDERTAKING A FOOD 7OR PROGRESS PROGRAM .M FY-87. FIRAT,
WASHINGTON WOULD APPRECIATE HISSION VIEMS ON SELECTION OF
YOUR COUNTRY FOR THIS [HPORTANT PRESIOENTIAL INITIATIVE
THESE VIEWS SHOULD ADDRESS WHETHER YCU THINK THAT YCUR
COUNTRY SATISFIES SCLECTION CRITERIA A3 DEFINED ABOVE,
I.E., EMBASSY/USAID LTEST ANALYSIS OF GENUINE--RATHER
TNAN QUDTE FOR DONOHS ONLY UNQUOTE-~~EVIDENCE OF POLITICAL
COMMITHENT TO SUSTAIN ANO/OR 1HPLEHENT NEW AGRICUL TURAI
REFORH  POLICIES.  (MOTE: BECAUSE OF COMPETITION FOR FNCD
FOR PROGRESS RESOURCES AMONG GEOGRAPHIC REGIONS, THE DGC
MAY NOT BE ABLE TO APPROVE ALL RENUESTS RECEIVED FROM THE
FIELD.)

B. IF FODD FOR PROGRESS PROGRAN IS FEASIBLE THE
FOLLOWING INFDRMATION WiLL BE REQUIRED

(NOTE: ~ FOOD FOR PROGRESS PROGRAM DOCUMENTATION REQUELTED
FROM CONCURRING MISSIONS SHOULD BE BRIEF AND FAR LESS
DETAILED THAH THAT REQUIRED FOR PL-480 TITLE 1/111.)

* EMBASSY/MISSION ASSESSMENT OF THE HARKET ORIENTED
AGRICULTURAL POLICY(S) WHICH IF SUPPQORTED OR REFORHED
COULD HAVE A POSITIVE EFFECT ON, BUT NOT LIHITED TO, ONE
OR MORE OF THE FOLLOWING: AGRICULTURAL PRODUCTIUM,

PRICES, MARKETING, OISTRIBUTION, ETC, THIS ASSLSSHENT
SHOULD REfLECT, IF AVAILABLE, IBRD/INF OFFICIAL AMD
INFORHAL VIEMPOINTS.

=~ MISSION SHOULD RLQUEST TYPE AND AMDUNT OF COMHODITY
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RLQUIRED, MITH CLEAR FULNTIFICATION OF QUALITY REPLAT
QUALITY REQUIRENENTS,

== SUFFECIENT INFORHAT 10N UPON WHICH USDA CiM MAKE A
BELLHON DETERHINATION.  GUIDAICE PROVIDED O PL-430 TITLE
17141 PROGRAMS FOR THIS DETERMIMATION IS AVAILABLE FRON
THE OFFICE OF FOOD FOR PFACE.

=~ DATA TO ASSURE THAT ANY rO0D FOR PROGRESS PROGRAH DOES
NOT RESULT I DISPLACENENT OF HORHAL COMMERCIAL TRADE,

= R DESCRIPTION OF BENEFICIARIES aND HOW THEY WOULD
BENEFIT,

=~ POLICY PERFOKHANCE. BEMCHNARKS/TIMETABLES AND
MONITORING/EVALUATION PROCEDURES.

- ESTIHATED TIHE FRAME FOR COHPLETING HEGOTIATIONS
SIGNING AGREENENTS AND COMMODITY SHIPMENTS. SINCE FY8)
PEOGRAHS ARE EXPECTED TO BE SHIPPED ULDER SECTION 416
AUTHORITY USING AVAILAKLE CZC STOCKS, MISSIONS SHOULO
PROVIOL SHIPPING AND HANDLiNG INFORMATION CONSISTENT WITH
TITLE 1) COHHOD!TY SHIFHENT PROCEDURES. TO FACILITATE
OVERALL HANAGEHENT OF THE VARIDUS PROGRAMS CARRIED OUT
UNDER SECTION 416 AUTHORITY, MISSIONS SHOULD ATTEHPT To
SIGH FY87 AGREERENTS TO COVER FY-37 SHIPHENTS FRON THE
UNITED STATES. COHMMODITIES MLEDED FOR FY-83 SHIPHENTS
SHOULD BE PART OF FY88 AGREEMENTS, WHICH CAN BE
NEGOTIATED ANO SIGNED PRIOR TO OCTOBER I, 1987, |IF
USEFUL Il ACHIEVING OVERALL GOAL OF FOOD FOR PROGRESS,
SUGGEST MISSIONS CONSIDER DEVELOPMENT OF AGREEMENTS T0O
COVER BOTH FY-87 SUPPLY PERIOD AND AT LEAST EARLY MONTHS
OF FY83. ASSUMING QUALITY OF CCC 3TOCKS IS ACCEPTABLE,
THE OVERALL SUPPLY OF CCC STOCKS SHOULD BE SUFFICIENT TO
ACCOHMODATE SUCH AGREEMENTS,

8. PROPOSAL SHOULD ARRIVE NO LATER THAN FEBRUARY 28
1387,

9. EMBASSY/AID MISSIONS ARE INVITED TD COMHENT ON OTHER
SECTIONS OF THIS MESSAGE AS APPROPRIATE.

10, FYl:

= A} COHMODITIES HADE AVAILABLE UNDER SECTION 416 SHALL
BE ON A GRANT BASIS, INCLUDING RELATED OCEAM FRE{GHT

~ B} FOOD FOR PROGRESS AUTHORITIES SHALL BE EFFECTIVE
FROM OCTOBER |, 1985 TO SEPTEHBER 28, 1998.

€ IHPLEMENTING THE FOOD FOR PROGRESS ACT IN FY 1987:
1. WASHINGTON CANNOT APPROVE FOO00 FOR PROGRESS PROGRAMS
WHICH SUBSTITUTE FOR PL-480 TITLE | BECAUSE OF THE HORE
ATTRACTIVE SECTION 416 GRANT ELE,. T,

=0} FOR TUNIS, RABAT AND QUITO ONLY: WHEAT WOULD HOT
BE AN APPROPRIATE COHMODITY FOR THIS PROGRAH SINCE WHEAT
IMPORT NEEDS FOR FY 1987 ALREADY COVERED. THEREFORE, FOR
WASHENGTON INTER-AGENCY GROUP CONSIDERATION, YOUR FOOD
FOR PROGRESS PROPOSAL SHOULD BE BASED ON OTHER ELIGIBLE
COMMODITIES

i1, THE CONGRESSIONAL INTENT FOR FuOD FOR PROGRESS IS
THAT 1T BE PROVIDED ABOVE AND BEYOND ANY ASSISTANCE
FURKISHED THROUGH TRADITIONAL USG SOURCES. HOWEVER,
MISSIONS NEED TD CAREFULLY ASSESS THE EXTENT TO WHICH
FOOD FOR PROGRESS COMMODITIES CAN BE ABSORBED. UHRS AND
OTHER BELLMON CONSIDERATIONS WILL BE EXTREMELY |MPORTANT
FACTORS IN YOUR ASSESSHENT OF COUNTRY ELIGIBILITY/F00D
NEED, AND IN DCC APPROVAL OF ANY PROPOSALS.  SHULTZ
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SUMMARY: PURPOSE OF THIS MESCAGE FOR MISSiONS SEL€CTED
AS POTENTIAL FOLD FOR FROGRESS RESIPIENTS (GUINEA
HENYA, MHDAGASCHR, SENEGAL, SOMALIA, IAIRE AND ZANBIA)
1S T10:

I}, PROVIDE BACKGROUND ON THE NEW FOOD “OR PRCGRESS ACT

11, PRESENT CURRENT WASHINGTON POSITICN 04 POLIC{ AMD
PROGRAMNING GUiDANCE FOR LIMITED 7Y 13€6 PILOT
ACTIVITIES INCLUDING DETAILS ON COUNTRY SELECTION
CRITERIA,

111, REQUEST HI“SION VIEWS ON CCUNTRY CAKDIDACY AND, IF
APPROPRIATE, A PRCPOSAL FOR FY 1936 PILOT ACTIVITY. END
SUMMARY,

. BACKGROUND
= A, THIRD HORLD HUMGER STUDY

1. THIRD WORLD HUNIER STHOY ESTABLICHED THE TERM3 OF
REFERENGE FOR A STUDY WiMED AT PRODUCING MEW, EFFECTIVE
INITIATIVES TO aDORESS THIRD WORLD HUNGER PROBLEMS.

2, THE JTUDY OF LONG-TERM FOOD AID PROBLEHC WAS
COMPLETED IN DECEMBER, 1934 ANO RECHMHEMNOED PRESIDENTIAL
APPROVAL OF FOOD FORI PROGRESS A3 & PFESIIENTIAL
INITIATIVE, PRESIOENT RELIAN AFPROYED FHE FODD FOR
PROGRESS IM 31G11ING N3DO-156, WHICH DELCRIBES THE FOLICY
INTCRT OF THE F0OD FCR PROGRESS PROGRAN, AND SHHOUNCED
IT ON JanuarY 3, 1933

OUTGOING
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3. NSOD 156 STATES, QUOTE THIS INITIATIVE JILL U

AMERICAN FCCO RZIZOUACE: TO 3u#r0FT KE7 THIRS WCRLD

COUNTRIES WHICH HAVE MADE COMAITMENTS TG 4GR.CUL TJRaAl

POLICY CitnliCE 14 FGUR 2nI1C AEAS:  4nRICUL MMREL PRICE

POLICY, MARBETH I, RESCAM LhD LiBIRALIZATICN ilAUT

SUPPLY i CIZTRIBLTOY POLICY. &%) PRIVATE LECTOR

INVOLVEMENT UNQUOTE.

4. THE PROCRAMMATIC CIMPLEMEMT TO M3DD 156 -5 NSO 1€7
WAICH THE PRESIJENT SI54ED CN SFR1L §J, 1333, COYEA'NC
FOOD FOR PRCGREZL IHPLZRENTATION.  TH!S K23D WAl THE
BASIS FOR THE 2311NISTIATICH S LEGISLATIYE REQUEST. T
ALSO ESTABLISAES The ARNINISTIATION 3 2LUiTICH ON
COUNTRY ELIGIEI. T ah) Fihdtn,

S. THE (RTERAGENCY REv:EY OF THESE THO NSODS M
CONJUNCTIQN WITH TRE MI4 LESIILATIIN AT IRSUULID ThE
POLICK AD FRIGHAM GUITWNCE CINTZIAZD iN PART 11 OF ThiS
MECSSAGE.

= B. THE FCOD SECLRITY ACT OF 1933

EARLIES THIS YERR MITS!CNS RECEIVED COPIES CF THE
NEWLY EMACTED FAfM Lav FCCD SECLRITF ACT Gr 1953, whC
REF. &) CIFCULAR Cufi:11hG RELVISIZNT TC 2L 332 N THAT
ACT. SESTION 11:0 CF T=E ACT CONMTAlN. THE FCOC FOR
PROGRESS ACT CF 1SE3, «AICH |3 A
HOUSE/SENATE/ DI HIZTRATICH CONPFCHIZE,  TOLLOWING 1S A
SUNMARY JI MAJJIT SCMPCNENMTZ €7 TRE 217

1. THE FOOD FOR PRC3IPESS wUT:  THE 7000 FCR FRCSRECS
ACT AUTHCRIZZS THE FRELIGENT TO ERIER INTD JGATEAENTS TQ
PROVIDE FOCD TQ COLATRIES THAT Maig SoMMITHINTT TO
PROMOTE THE IMPLEMENTAT O IF PRIVATE  FRSE £NTERDPAICE
AGRICULTHRAL POLICIES FOF <IRICULTURAL CEVEI_CPRENT.

COHMODITIES PRUYIEZID UNCER THS ACT WIVLD BE VHCENT!LES

ABOVE AND BEYCND AMY AZUISTANCE £ COUNTEY LIRMELLY
RECEIVES FRCH TAE UMITED STATEC, AND MAY 8€ PRCViCiL N
A HULTI-YEAR BA3:C THRIUGH THE ALTAQITIEZ "£:CER TITLE !
OF PL 480 OR SECTICH 214 CF THE AGRIZULTULRE w#CT COF 1329;
HOWEVER, THE EFFECT OF OTHER °ROVICH2US 11 THE NEW FARN
LAW COULD CONSTRAIN MULTI-YEAR PRCGRAIMING

2. PRESIDEMTIAL DETERMINATION ON FO3D FCR PROCARESS
COUNTRY ELIGIBIL:TY: ! CETEAUNING WHETHER TC SNIER
INTO & FJ00 FCR PRCIPEIT ANFEIMENT, THE BUQTE FREZILERT
SHALL CONSIDER “nETHER A PCTENTIAL RECIFLENT CCUNTRY 15
COMMITFED TC CRAS(ING QUT, OR .2 GARR.ING CJT, FOLICIED
THRT PROMITE ES3HOMIT TFEEZIM PRIVATE 3SMSTTIC
PRODUCTION OF F30D CIMMODIT!E: FCR DAMESTIC CONSINPTICH,
AND THE CREATICN AND EYFANCION OF ZFFICIENT J0MESTIC
MARKETS FOR T3E PUACHAIT AN3 SaLE JF CUCH CONMCUITIES;
UHQUCTE aND AS THE CONFERENCE REFCAT LTaTED, QUOTE
WHETHER THE CQUMIRY 15 wBLE 72 YZE THE CCMMODITIES
WITHCUT DISRUPTIUN OF THE IATZIRNAL MAFKET OF THE CIUNTRY
FOR GOMESTICALLY PROOUCED AGRICULTURAL COHMODITIES
UNQUOTE.

THE INTENT OF THE COWFZRZEZ, IFELLZID QUT IN THE
CONFERCNCE REPCRT, 13 fBAT 700D FCR °HCGRESS COUNTRY
ELIGIBILITY CRITERTA FOLUS EAGLUSIVELY CXN CONMMITHENT TO
PRIVATE SECTOR-ORIEMTED AGRICULTURAL POLICY REFQAM I(SEE
BELOV) .

3. MNANDATED FQOD FOR PHGGRE3S RETOURCES:  (a) NOT LESS
TAAR 73,990 HETRIC TONS OF SLYGIBLE SOMMODITIES 4RE TO
BE MADE VYAILABLE 2NNUALLY 1O CARA{ QUT THE £000 FO«
PAOGRESS ACT AG REQUIRED BY SeCTICN 416 8 (1d) :€) OF THE

UNCLASSIFIED

AiD1;


http:NCE,:T.ES
http:CIFC'1.IF

UNCLASSIF[ED
Depm tment of State

8749 £1874% AI01791

PAGE 82 OF 04 STATE 977938

AGRICULTURAL ACT OF 1849, UNLEST THE PRES!IDENT
DETERMINES THERZ WFE a4 :WJUFZICIENT NUMBER OF ELISIBLE
ReCIFIENTS, CR THE SIIPILITICY Will eJUCE adfdum1s 37
COMHMODITIEC TRAJITIONALLY MADE AVAILABLE TO DOMESTIC
FEEDING PROCRAM} OR AuZWCIES CR wib. PREVENT TRE
FULFILLMZNT OF aM¢ GGASEMENT 3F THE SEGFETARY CF
AGRICULTURE UNDER & PAYMENT IN KIND PROGRAM.

AT PRESENV ONLY GENERAL GLIDANCE OH COMHODITY
AVALLABILITY 5 PCTZIBLE,  FC FY 1335 IT 15 EMPECTED
THAT FOOD FGR 230usES3 PRLCAA4S »IL. ULE COMMCLITIZS
AVAILABLE it CIC UNCOMAITTED (MIRNTIAY.  CCJ HAS
ADEQUATE UNCOMMITTED STOCRS 37 RUNFAT DRY MILKE AND
CHEESE, PROCESSZD «ND CHEODAR, 0O MEZT wNY FECQUESTS,
SUFFICIENT STOCAT CF WHE~T A%] «L30 "], ECTZD 10 BZ
AVAILABLE FOR fl¢ 700D FUR PRIGRTSS ARUGTARI.  LIMITED
CUANTITIES CF JuCOMMITIED STOCHS OF R4CE, CORN, ANO

SORGHUN MAY ALZD BE AVitL&BLE F
RIQULITS UNCER SECIION diu. oL
BE REVIEWED ON & CASE-3v-CASE BA

¢ FOJ0 FOR PRCGRESS
L COUsiTY REUWLESTS WiLL
13

THE EXTENT TO WAICK THAT LIST ™Ay BE E<PA&NHCED FCR 7Y
1987 HAS NOT BEZN CETERM. NED.  NCTE THAY THE LEGIC.ATION
REQUIRES THAT THE CTORIGL AND DtZINIINTIVE CBELLMOM
DETEFMINATICH ASQUIRED OF T#E SECRET4R  OF AZRICULTURE
Bf SECTION 201 (8} 3JF PuBLIC LW 330 JiLL AL30 #PPL/ FCR
ALL COMMIDITIES Fimui4EY TQ 4 BEVELIP NG Z2ULTRY JNLER
A FOCD QR PROSIECI PROPWE,  THLL 1) JEVELIPAG THEIR
CIUNTRY PRCGRAM PRCFCIALZ MIJSIGNS TdC.LG 'ICLLLE: )
FNFORMATICH, QUANTIFIET w3 MUSH 4§ 2237!1SLE, NN 3TORKGE
AND HANOLING FAZILITIES AVAILABLE 73 €4CURE THAT THE
COMNCOITIES C&i BE SECII4ED, STUPED, &I JISTRICUTED
WITHUUT SPUILAGE OF WaiTE; AM) b J4AL1SIS OF THE
POTEMTIZL m PROSIID PILATIN Mav N2 % 707 [IE.TING A
SUBSTANTIAL OISINGENTIE TO QIMEZTIC PROOUSTION

(B) AVAILABLE COMMCDITIES ARE THOSE JETERMIUED BY THE
SECRETARY OF AGRICULTURE 70 BE aVAILABLE 73R DISPOSITION
PURSUANT TO SECTION $0(1A OF PL 480

- &) DISCRETIONARY FQOO FOR PROGRESS RESOURCES

1. UP TO DCLLARC 22 MILLION IH CTC FUNCS (EXCLUSILIE

OF CCHMODITY CO3TS) MAY BE YSED TO CARRY QUT THE F00D
FOR PROGRESE PROGRAM JITH RESPECT TO CCMMCDITIES MADE
AVAILABLE UNDER ZECTION $16 OF THE AGRICULTJRAL ACT OF
1939, THELE FUNDS MILL LIKELY FIRQNCE TRANSPCRTATION
AD FROCESSING (COTTS ATTENDANT TO SESTICN 4156 COMMODITY
SHIPRENTS,

2. NOT MORE THAN %QC, 300 TONS CF COMMOOITIES MAY BE
PROVIDED UNDER THIS PRIGREM M ANY YEAR. HOWEVER, THE
PRESIDENT 1S ENCOLRAGES TG UTIL!ZE THE ENTHRE 509,230
TONS, PROVIOED THERE AIE & SUFFICIENT LUMBER 0F
QUALIFIED PARTICIFANTS AND THAT REAZINGELE STEPS ARE
TAKEN TO AVOID DICPLACEZMENT OF U.S. COMHERCIAL SALES.

3. PL Q3G TITLE | FUId3 MAY BE USED TO CARRY OUT FOOD
FOR PROGRESS COMMCCITY ALREEMENTS WITH RESPECT TO
COMMCDITIES MADZ AVAILABLE UNDER PL 480.

4. CCC MAY FINAMCE THE CiaLE AND EXPORTATION OF
COMMOD. TIES WITH RESPECT 70 CONMCDITIES MAOE WVAILABLE
UNDER TITLc ! °L 488 79 CARRY OUT FOOD FOR PROGRESS
AGREEMENTS

5. COMHODITIES MY BE MADE aVAILABLE BY CLC UNDER
TITLE | PL 180 ON & GRANT BASIS AND IN ZUCH CAZES, SHALL
BE GUBJELT TO SECTION 103 OF THaT ALF.

0UTGO NG
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6. COMMODITIES MALE AVAILABLE UNGER SECTION 1% SHaLL
BE Gl A GRANT BASIS

7. IN CARRVING U7 SESTION 41:B, CCC Hur PURCHASE
COMMCDITIES FOR J3E Ul,_? THe “GCC FOR PROIFIIT

PROGRLM. IF CCC DOEC *IIT wOLD 37OCHS JF SUtH
COMMOCITIES, OR IF CTC JTOCKS ARE IMSUFFICIEHT TO
SATISFY COMMITMENTS MADE th FOOD FOR PROCRESS wCREENENTS

= C. FF? AUTHORITIES 3HsLL BZ SFFECTIVE FROM CCTOBER
1, 1985 TO SEPTEBER 3u, is9@

= 0. IMPLEMENTING THE .FOOD FCR PROGRZSS ACT M FY 1386

- WE UMDERSTAND THAT IT IS RATHER LATE 1M THE YE<R TO
BESIN NEW PRCGRavM 15 £ (ERCISES, EYT, THE FO0 70R
PROGRESS ACT DCE . REQUIAE THE PREZIDEAT 79 2Q.:CE QT
LE3S THAN 75,200 METAIC TON3 Q7 COMMOJITIES «NU THEUR
PRODUCTS THIC YE4R,  THIREFURE, LECTIIN 216 U rORITIES
WILL BE USED TO 2R0ViZE THE ABIVE TCHAAHE TO SELECTED
MiSSICNS.

= SECT!0N 415 STMMIDITIES GRE AUTHCRIZED AZ ARDITIONL
RESOUFCES TO THE LEVEL 26 C3300T.0CE 2ROLRAMIE. UNDER B
433, MASAINCTCN SAtNOT AFFROVE FCI0 FOR PRC
PROGRLNS <H!ICH S.BSTITUTE FOR TITLE * BETAUSZ CF THE
HORE ATTRACTIVE JcCTIQH 418 GRMNT ZLE:NT.

.9

= THE CONGRCSSENAL 1HTENT, FIR FCOQ FGF PRIGFESS, 1o
THAT IT BE PROVIJED 3BCVE +%D 3E/CHD MY 3SS:3TANCE
RECEIVED FROM TwZ U, S, WIWEVER, PISTi%0I feit 70
CAREFLLLY ACSESS TRE EATENT TS «b ¥ FCGL PO PFOGRIS
COMMOCETIES Cul BE ~BSJABEC. KT w¥D CTHER BELLMLW
COlalDERAvIC 3OWILL BE ZATREMZLY !MPCRTANT FICTCRS 1M
YOUR ASIESIHENT JF COUNTRY EL:GIBILITY AhD ¥33U NEED.

T110 POLICY AND PROGRAMAING GUIDAMCE

- A, POLICY

= 1, NSDD 156 MANDATZS THAT, !N CC/TRAST WITH OTHER
EXISTING A1D PROGRAMS WITH COMPREKENSIVE AND MuL TIPLE
OBJECTIVES, THIS IMITHATIVE WilL nAVE A5 1TZ SOLE
0BJECTIVE THE ACHIEVENTIT OF AGR(CULTIRML PO ICY REFORM
IN THIRD YORLO COUNTRIES. WHILE THIS MkKDATE WuS

BROADENED BY NSDD €7, LEGISLaTIUE LANGUAGE 4ND INTENT
CLEARLY DICTATE -DHERE’ICE TO THE SINGLE 5":T|u5 THE
ACT FURTHER CELINEATES THAT SYlH FOLIZY FEFQAH ka

PRIV/ICE FER «MGI's OTHER THINGS; A aClESS, Gh 71~ PuPT
OF FARMERS 1M ThE CCUMTRY, TO PRIVATE, CLMPETITIVE
MARKETS FOR THEIR PRODUCTZ: '8} HKLRKET PRICING CF
COMHODITIES TO FASTER AJENUATE PRIVATT IECTSY LLENTIVES
TO INDIVIDUAL FARHMERS TQ PRCOUCE FCOD QN & RIGULAR BAZIS
FOR THE COUNTRY’3 DCHEITIC NMEEDS, ‘C) ESTABLISHRENT OF
HARKET-DETERMINED FCREI4N EXTHANGE RATES; ) TIpMiLy
AVAILABILITY OF PROCUCTIOMN INPUTS (SEED, FERTILIZER, OR
PESTICIDES) TO FARHERS; (E) aSCECC TO TECENOLOGIES
APPROFRIATE 10 THE LEYVEL OF AUAICCLTURAL DEVILAFMENT N
THE COUNTRY; AND (F) COuSTRUCTION OF FACILITIES ANO
DISTRIBUTION 3YSTEHZ NECESSARY TO HANQLE PERISHABLE
PRODUCTS.

= 2 WHILE THI3 PRCGR4H MUST SERYE 1.5, STRATEGIC anD
FOREICN PILICY INTERESTS, FOOD FOR PROGRESS 13 KOT,
REPEAT NOT TO B CONGIDERED & MEW, OH-uGING SOURCE €nA
COMMOLITY FunDiM4.  MISSI0NS QRE 10 IHFOFH WOST
GOVEPLMENTS THAT €CCD FOR FROGITNS WILL CE ZiSPENCED OR
WITHDRAWN WHEN REC!PIENTS FAIL TO SUSTAIN PFOGRESS IN
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CARRYING QUT AGRICULTUTAL REFARM, U.3. CTRATEGIC AND
FOREIGN POLICY INTERESTS NOTWITHSTANDING.,  <HEM
HILTI-YEAR FA0GIANG &RZ PROVINED, FUTURE YEAR TRANCHES
WILL BE WITHORAWN WHERE PROGRESS 1S LACAING,

=~ 3. OH JaNUQAY 19, USDA UMJER SEZIETERY OF
AGRICULTURE AMSTUTZ STATED IN THE FOJ0 410 SUBCOMMITTEE
THE FOLLOWING:

- (A} 1985 FARM BILL PFOVISIONS RZQUIRE SUBSTANT!AL
DRAWDOW' ON CCC HELD 37Cir3 @3 PAYMENTS TO FERPIRS all
EAPORTER3, THERZFCRE, br CIC iMVENTORIES 2a: CONTAIN
LITTLE IF ANY SURPLUS 1BOVE QOMESTIC RECUIRIMENRTS AND
NORMAL FOOD ARID AnD CARRYGVER FCR THE REST OF THIS
DECACE. {C* FOJD FOR PRUGRESS MULTI-YE-R CIHMHITMENTS
UNDER SECTICH 416 WILL BE ASSESSED AGAINST THE PROJECTED
AVAILABILITY CF CCC INVERTORIES FROM uniICYH d1b
COMMCOITIES ARE QBTAINED:.

- 4, CJRTENT LAW AND PULICY DO NOT CPEAK TC HOW 7000
FOR PROGAESS LOlal CURREICY SZMZRATISNS ARE TO BE
TREATED. WhILE FCCD FIR PROGIECS 13 BUILT 3N THE
PREMISE THAT RDJ1TICHAL FINAMSIAL RESOUSCES ALLOW THE
RECIPIENT TC IMPLEFENT AGRICULTURAL 2C0L1CY EFCRM, LOCAL
CURRENCY PRCGRAMMING AND  QOCUMENTATION WILL NOT BE
REQUIRED. THE FOLLOWING REAISHG 3U?20RT THIS CECI3ION

(R) STRENGTEENS Y. s, LEVEFAGE FCR AqRICLLTYIAL POLICY
REFORMS, (FCCUSING.ATTENTION IN THE JEFCRM THEMSELVES)
() SINCE THERE 15 NC «3TURANCZE CF CONTINUED COMMGIITY
SUPPLY, JEPEMCENCY ON SX¥TERM4L LLPPOIT FOR LOCAL
CURRENCY PRGJECT FiNANCING 13 ELTHINATED, 2D -C) FIELD
STAFF TIME CEVOTED TQ WEGCTIATENG, (MPLEMENTING AND
MONITORIIG ~GRECHENTS CAN BE JCNCICERABLY AISUCED. Tht
PRESUHPTION 15 IHAT COUNTRIES SFLECTZD FOR £0OC FOR
PROGRESS COMNMSDIT/E5 ddVE A BETTER THAN $8/50 CHANCE OF
CAREYING OUT RErFCaHS

B, COUNTRY SELECTION CRITER!A:

THE FNOD FOR PRCGRESS ACT, MSDD 156 AND 167 HAVE
BEEN INTEGRRTED, BY THL INTERAGENCY FOOD AtD VGRKING
GROUP, TQ ENSURE INCLUSION OF RELEVANT COUNTRY SELECTION
CRITERIA.

U.S. STRATEGIC AND FOREIGH POLICY INTERESTS MUST BE

SERVED BY THE FOOD FOR PRCGRESS PROGRAM. O:CE THESE
INTERESTS ARE SATiCFIED, THE FOLLOWING, ADDITICNAL,

CRITERIA SHCULD BE ASSESTED FIR INDIVIOVAL PROPOSED
COUNTRY PROGRAMI.

THESE CRITERIA HAVE BEEN RANK ORDERED AS FOLLOWS:
CRITERIA OF ABIOLUTE IHPORTAMCE:

= 1. RECIPIENT PCLITICAL COMMITHENTS TO REFORM auD
IMPLEHENTATION OF POLICY OECISIONS BASED ON FREE MARKET
PRINCIPLES AND PR!VATE SECTOR {HVOLYEMENT

INDICATORS:  POLITICAL COMMITHENT IS OEFINED RS

(R)  SUPPORT FROM NATIONAL LEADERSHIP AND KEY
INSTITUTIONCS WHICH JUSTAIN EXISTING, BEMEFICIAL
AGRICULTURAL POLICY REFORMS, 4ND/OR; B} SUPPCRT SUCH
NEW REFORMS INOEPENOENTLY OF IHF, 1BRD OR OTHER DOMOR
PROGRANS.

It HOOITION TO THE ABUYE INDICATCRS, BNT OF HICH LOWER
IMPORTANGE, ARE: fC) IMPLEMEHTATION OF iMF STLMDBY
AND/GR 18RO
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STRUCTURAL AQJUSTMENT COMDITIQNAL(TY, WHICH OIRECTLY AND
INDIRECTLY A1DS THE PROCEZ. OF AuRICULTURAL 2QLIGY
REFORH, (0} U.S. AEPRP {aFRICAN ECCHGM C POLICY REFORNM
PROGRAM} 1IN PROGAESS OR LNCER FAVCRAGLE NEGOTIATICHS.

CRITERIA OF HIGH IMPORTANCE:

= 2. MNEED FOR 'ON-EMERGEMCY ~OCC A1, SINZE FOID FOR
PROGRESS JOM™JDITIES WiLl EBE 5I0!TI0N4L 10 U.3. 3ESULAR
FQOD AID PROGRAMI FAGE 177 CQUFELENCE RIPCAN
RECIPIENT NEED MJST BE SCESSED ACAINSGT §15a5 ofF
DISPLACING CCHMEACtAL IaLE:, SCACERBATING LOJKL

PRODUCT IOA/H4RHETING QI3 1UICENTVVES AND 1PCRTING MIRE
COMMODITIES THAN Cal B 4CECUATELY STIRED. THERESCRE,
NEED 1S DEF(1ED 43 THt SDITIQUAL FCOs REQUIIED TS
SUPPCRT STATLS 2J0 CONSUHPTICH 3D wHiCh CAY4107 BE
IMPORTED COHMERZIALLY

FYI: TRESE LSTHHATES CAl BE FOUNC 14 THE %3ST RECEMT
FOOD NEEDQ3S »2D J/A LABILITIES (FYa! AZPORT WH!'CK 13
COMPILED AMD PUBLITFED BY UGDA' 3 ECCNIM € REGEAFTA
SERVICE AdD CLEAED BY ALL FCOD AID 43ENCIES 'END FOM},

= 3. IN-COUNTRY CAPACITY TC CARFY-0UT AGRICUL TURAL
REFORN MUJT EE CZMOLETRATED By A PERETINENT PUBLIS
SECTOR INITITUTIOQNS WiTd A DEMCNUTRATID CaPxliTy Fad
BOAITCRING RKND ZJUSTALGING ~ORICUL TURK. FEFCAIS 1 THE
FACE OF EZO0NCMIC Nl PCLITHLAL CNANGE. i) an
ENVIRCHRENT N «11Ck T8 PEIVATE JECTIR b 20027 AD G2
ALLOWED TO RESPOND TO AGRICULTURAL REFQilF P3.ICIES &ND
PROGRANS.

- & EVIDEMCE OF FOL!CIES COMCUCIVE T IMPROVEMENTS IN
AGRICULTUZE FUST RE DEMNCTRATED Ef:  fn) MOYEMEMT
TCWARD MAAKEY ORPENTED WF!CULTURE 1DJVCATEDS 8% PHASING
QUT_GOVER IHELT ClATFOL JVER aiRICLLTET, 25iCing,
JISTRIBUTION AND MAFKET NG €UITICNS.  E) GTMIG MAIRO
LEVEL POLICIES W4ICH 3EQ WCEITIVE 2:4hel3 T THE
AGRICULTURAL SECTOR AND iNCUCE *ICRO LEVEL POLICY
BECITIONS WiICH HAVE A POSITIVE ERFECT On L93AL LEVEL
INVESTMENT, FROJUCTION 31D HARKETING RECFOMSSS,

CRITERIA OF LOWZR iKPORTANCE,

= 5. THE POTENTIAL FOR ECONOMIC GROWTH THAT WILL LED
TO THE COUNTRY'S ABILITY TO PARTICIPATE iN INTERNATIONAL
TRADE AND TO IHPIORT U.3. CTHMOCITIE

6. THE POTENTIAL FOR, OF Ei3TENCE OF, OTHER DONOR
SUPPORT FOR £GRICULTURAL PFOSRANT &N PULICY REFSRM ( AS
INDICATOR OF POTENTIAL FOR CO-FINLNCIG),

= 1. A.I1.0. HISSICH CAPACITY TO: NEGODTIATE FCQD FOR
PROGRESS AGREEHENI, AMD ASSIST HOST GOVERMECHT N THE

DEVELOPHENT, IMPLEHENTATION MONITORING AkD EALUATION,
INDICATORS: SIZE, COMPISITION. AMD FOCD AID/PRIVATE
SECTOR PROJRAMMING £ND PQLICY REFQRM CAPERIENCE OF
MISSI0N STAFF.

ITENC | THROUGH 6 WBOVE ARE #ROH M3DD 167, ITEM 7 1S
INCLUDED AS AN OPERATIQMAL CRIVERION AN JHOJLD HOT BE
CONSTRUED AC A L!MITING FACTOR, {.E., MITSIQN CRPAC!TY,
IF LIMITED, COULD BE QUTWEIGHED 8Y OTHER SELECTION
CRITERIA,

DETERMIMING ELIGIBLE FQUD FOR PROGREST RECIPIENT
COUNTRIES.
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Dairy Link
(FY 1986, Appropriations Act, Obey Amendment)
FY 1987 Appropriation Act

Intent: This program is Lntended to fund new projects that use
U.S.G. surplus dairy commodities in order to boost milk and
dairy products consumption, to help build markets for U.S.
dairy products, and to strengthen agricultural development
efforts. These funds are availahle to U.S. and/or local
Private Voluntary Organizations (PVOs) and cooperatives, and
private enterprises.

Description: Funding - The FY 1986 Continuing Resolution
(C.R.) earmarked $5 million from the Agriculture, Rural
Development and Nutrition (Section 103) Account for new
development projects which use dairy products. The
Gramm-Rudman-Hollings Act reduced this earmark to $4.785
million. For FY 1987, the C.R. called for the use of up to an
additional $5 million for this purpose of which $1.5 million
has been made available in the Operational Year Budget (OYB).

Uses of funds - These funds may be used for complementary
inputs which strengthen the development impact of providing
dairy products. Inputs may be provided for projects generally
associated with agricultural development. Storage costs,
vehicles and other capital inputs, and technical assistance for
logistics, administration and nutrition can also be included.

Progress to date - For FY 1986, A.I.D. requested proposals
through all its field Missions. Some twenty countries
responded with interest and proposals for potential programs
are pending. We also requested proposals directly from nine
PVOs with experience in Title II or Section 416, as well as
from two cooperative groups -- NCBA (the Cooperative League)
and Land O'Lakes -- which were singled out for attention by the
House Appropriation Committee Report on this legislation.

In FY 1986, a $2.1 million Cooperative Agreement was concluded
with Land O' Lakes to assist indigenous groups develop projects
which use surplus dairy products. Under this project, Land O'
Lakes has completed four pre-feasibility studies and plans to
conduct feasibility studies in seven countries to identify
projects which are eligible for further design and eventual
implementation. 1In addition, $1.5 million was made available
for dairy projects in two countries in Central America --
Guatemala and Belize. These projects work with dairy producer
cooperatives to expand the use of dairy products. A total of
over $1 million was also made available to PVOs in Mexico and
Haiti.



Procedures - FVA will continue to utilize the Cooperative
Agreement with Land O'Lakes to establish a mechanism for
providing technical assistance to this dairy development
effort. Under this agreement Land Q' Lakes), working with the
National Cooperative Business Association will serve as a
centralized U.S. private sector contact point and source of
expertise for pre-feasibility studies, feasibility and design
efforts and techuical assistance and training for dairy sector
development in developing countries. Missions are encouraged
to submit concept papers for dairy development programs to
AID/FVA. However, linkage with surplus dairy commodities will
depend on availability of these commodities. After a
preliminary in-house review, we will submit the concept paper
to Land O' Lakes for appropriate follow-up. Land O' Lakes will
provide the necessary design and technical assistance necessary
to implement the project.

Citations: Appropriations Acts of 1986, 1987

4/10/87:aw:2873E
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SUBJECT: NEW INITIATIVE FOR LINKING DA FUNDS WITH TITLE
117416 OAIRY PRODUCTS

(1) SUMMARY. AID POSTS ARE INVITED TO SUSNIT PROPOSALS
FOR FINANCING NEW DEVELOPMENT PROJECTS THAT MILL UTILIZE
SURPLUS U.S. DAIRY PROBUCTS IN DEVELOPING COUNTRIES.

THE FY 1386 FOREIGN ASSISTANCE APPROPRIATIONS ACT
PROVIDES THAT NOT LESS THAM $ MILLIOGN DOLLARS BE USED
FOR THIS PURPOSE. THESE FUNDS ARL APPROPRIATED FOR FY
1986 ONLY. POSTS SHOULD USE THE GUIDELINES CONTAINED IN
THIS CABLE TO DISCUSS POTENTIAL PROJECTS WITH PVO’S,
COOPERATIVES AND LOCAL ENTERPRISES IN THE NOST COUNTRY
AND CABLE PRELIMINARY PROPOSALS BY APRIL 25. END
SUNMARY,

(2) BACKGROUND. THE FY 1936 APPROPRIATIONS ACT
PROVIDES THAT NOT LESS THAN $, 088,998 DOLLARS Of
DEVELOPMENT ASSISTAMCE FUNDS BE UTILILZED FOR NEV
DEVELOPMENT PROJECTS OF PRIVATE ENTITIES AND
COOPERATIVES UTILIZING SURPLUS DAIRY PRODUCTS (0BEY
AMENDHENT).  THE INTENT OF THE LEGISLATION IS THAT
A.).0. FUND NEW PROJECTS THAT UTILIZE PLISS AND SECTION
416 DAIRY COMMODITIES TO BOOST MILK AND DAIRY PRODUCT

CONSUMPTION, TO HELP BUILD MARKETS FOR U.S. DA{RY
PROOUCTS, AND TO STREMGTNEN AGRICULTURAL DEVELOPMENT
EFFORTS. TNE MOUSE APPROPRIATIONS COMMITTEE REPORT ON
THIS BILL DREV SPECIAL ATTENTION TO THE COOPERATIVE
LEAGUE'S PROJECT- WITH TNE WATIOMAL DAIRY DEVELOPMENT
BOARD IN IHDIA AND THE LAMD O’LAKES PROJICT WiTH THE
JAMAICA AGRICULTURAL DEVELOPMENT FOUMDATION, BOTN OF
WHICN USED DAIRY PRODUCTS UNDER THE PLABO FOOD FOR PEACE
AUTHORITY FOR DAIRY DEVELOPMENT.  (INFORHATION ON THESE
PROJECTS 1S AVAILABLE FROM FVA/FFP/II). MAKING
ALLOVANCE FOR REQUIRED REDUCTIONS DUE TO THE
GRAMM-RUDHAN-HOLL INGS ACT, THIS EARNMARKING IS REDUCED BY
4.3 PERCENT, THEREBY RESULTING IN A MINIHUM AMOUNT OF
4,785,008 DOLLARS. OF THIS AMOUNT, 2,0ef, 538 DOLLARS
HAS BEEN ALLOCAVED FOR CENTRAL AMERICA, LEAVING THE
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BALANC! AVAILABLE FOK PROGRALMMING WORLDMEDE. THELE FuitD:.
AEMAIN AVAILALLE FOR UBLIGAIION UNLIL LUPIENBER 30, 1460,

13} SUURCE OF SURPLUIS DAIRY PRODULTS. DulRY
CONMODITIES SHOULD Bl PROGRAMHED 1t ACCORDANCE WiTH
ESTABLISHED PKDCEDURES FOR PL4BO TITLE 11 AND SECTIDN
416 OF THE AGRICULTURAL ACT OF 1949, AS ANENDED,
SUBSTANTIAL REVISIONS WERE MADE TO THIS LEGISLATION IN
THE RECENTLY PASSED TARM BILL (FOOU SECURITY ACT OF
1985},  PENDING ISSUANCE OF REVISED GUIDANCE FOR
PROGRAHNING SURPLUS DAIRY PRODUCTS IH ACCORDANCE WITH
THE NEW LEGISLATIVE PROVISIONS, REGULATION 18 AND OTHER
CURRENT A.1.D. GUIDEL INES SHOULD BE USED.

(4)  TYPES OF DAIRY COMMODITIES AVAILADLE FOR USE. NOM
FAT DRY MILK (NFOM) AND CHEESE GENERALLY CAN BE [XPECTED
TO BE AVAILABLE. LIHITED AMOUNTS OF BUTTER, BUTTEROIL
AND ULTRA-HIGH TEMPERATURE (UHT) HILK ALSO MAY B
AVAILABLE FROM SURLPUS STOCKS FOR THIS PURPOSE. SINCE
LONG TERM AVAILABILITY OF SURPLUS STOCKS CANNOT BE
GUARANTEED, DEL{VERY PROPOSALS SHOULD BE DESIGNED ON A
SHORT TERM BASIS, GENERALLY NOT TO EXCEED ONE YEAR IN
OURATION, HONETIZATION OF THE DAIRY PRODUCTS (N
ASSOCIATION VITH THEIR OELIVERY CAN BE CONSIDERED ON A
CASE-BY-CASE BASIS ONLY.

5} TYPES OF PROJECTS ENVISAGED. COSTS OF
CONPLEMEMTARY INPUTS TO STRENGTHEN THE DEVELOPMEMT
IMPACT OF DELIVERING DAIRY PRCOUCTS TO NEEDY POPULATIONS
SHOULD BE COMSIDERED FOR FUNDING UNDER THIS EARMARKING.
THES CAN INCLUDE SCKOOL FEEDING, MOTHER-CHILD NEALTK AND
FOOD FOR WORK PROJECTS IF THEIR OBJECTIVES ARE GENERALLY
FOCUSED OM AGRICULTURAL OEVELOPHENT, STORAGE COSTS,
VENICLES OR OTHER CAPITAL INPUTS CAM BE COMSIDERED, IF

APPROPRIATE TO OVERALL A.1.D, OBJECTIVES N THE
COUMTRY. TECKNICAL ASSISTANCE FOR LOGISTICS,
ADHINISTRATION AXD WUTRITIONAL ASPECTS CAM BE |MCLUDED,

) FUNDING . SINCE TNE FUNDS A" FACT CAX BE INCLUDED
YEAR ONLY, PROJECTS SNOULD BE DESIGNED FOR LIFE OF
PROJECT FINANCING. THREE YEARS NORMALLY SHOULD BE THE
NAXINIUN LIFE OF PROJECT ENVISAGED. FINAMCING SHOULD BE
LINITED TO CAPITAL EXPENSES, TECMNICAL ASS)STANCE,
TRAINING AND START-UP COSTS. MO OPERATING COSTS WILL BE
FINANCED BEYOND TWE FIRST YEAR. OTNER SOURCES OF
FINAMCING RECURRING OPERATING COSTS SNQULD BE IDENTIFIED.
SHOULD BE IDENTIFIED -

() SEMEFICIARIE} ., )HLRE MUS BE ODEM OTR -
POSITIVE AND LASTING EFFECT, PREFERABLY IN TERMS OF BOTH
INCREASED INCOME AND NUTRITION, ON A SIGNIF ICANT NUMSER
OF POOR RECIPIENTS,

8) PRIVATE ENTITIES. U.S. AMO/OR LOCAL PRIYATE AND
VOLUNTARY AGENCIES, COOPERATIVES AND PRIVATE ENTERPRISES
SHOULD BE CONSIDERED AS IMPLEMENTING AGENYS. FVA BUREAU
VILL BE PROVIDING TNESE GUIDEL INES TO SELECTED U.S.
PRIVATE ANO YOLUNTARY AGENCIES AND COOPERATIVES TO
SOLICIT THEIR PROJECY PROPOSALS. FIELD POSTS SNOULD
CONSULT VITN LOCAL REPRESENTATIVE OF U,S. ORGANIIATIONS
AND VITH LOCAL ENVITIES AS DEEMED A®PROPRIATE.

(3) ACTION. POSTS SROULD CABLE PREL ININARY PROPOSALS
SLUGGED FOR FVA/FFP AND REGIOMAL BUREAUS AS SOON AS
PROSPECTIVE PROJECTS ARE IDEMYIFIED, BUT IN MO CASE
LATER THAN APRIL 29. REGIONAL BUREAUS AMD FYA/FFP WILL
PROVIDL ADDITIONAL CUIDANCE REGARDING PROJECT
DOCUNENTATION REQUIREMENIS, AS NEEDED, TO ENSURE TNAY
SOUND PROPOSALS RECEIYE FULL CONSIDERATION FOR FY198§
FUNDING,  WWITENEAD

AIDLBYY



FARMER TO FARMER PROGRAM
P L 480, Section 406

Intent: To sena U.S. farmers to selectea developing countries
to share technical information and forge personal contacts.

Description: Section 1107 of the Food Security Bill (Bereuter
Amendment) earmarks one tenth of one percent of the PL 480
budget for Farmer-to-Farmer technical assistance.

The project objectives are: to provide direct technical
assistance to Third World Farmers in improved farming
techniques and to improve purchasing power and the guality of
life in rural communities.

The PRE Bureau sponsored a pilot program which was
successfully administered by VOCA (Volunteers in Overseas
Cooperative Assistance). FVA will sponsor the next stage of
the program and VOCA will continue to administer it. Overseas
organizations are to submit requests for technical assistance
to VOCA which will then recruit volunteer American farmers
through existing farm organizations.

A.I1.D. Missions are not expected to play a direct role in this
program. However, FVA will send out information on the program
periodically and encourages Missions's suggestions or
comments. VOCA representatives will be requesting permission
to visit selected countries and will welcome discussions with
interested Missions.

Citations: Food Security Act, 1985, Section 1107;
Agricultural Trade Development and Assistance Act

of 1954, Section 406.

Doc. 2783E
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ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, FVA

FROM : FFP/C, Thomas H. Reese, III
SUBJECT: Project Authorization for the Farmer-to-Farmer Program

Problem: The pilot farmer-to-farmer project, which has been
funded with Development Assistance appropriations and
administered by the Bureau for Private Enterprise, is currently
in its phase-down stage., Your authorization is required for a
new project, to be administered by FVA under P.L. 480 funding
authority.

Legislative Background: Section 406 of The Agricultural Trade
Development &nd Assistance Act of 1954 (P.L. 480) created the
farmer-to-farmer program, with the objective of sending U.S.
farmers as volunteers to developing countries for short-term
assignments. In Fiscal Year 1985, A.I.D. financed a pilot
project with $400,000 from the Development Assistance account
and administered it through the Bureau for Private Enterprise
(PRE). With the passage of The Food Security Act of 1985,
funding was earmarked under the P.L. 480 budget. Section 1107
of the Act stipulates that not less than one-tenth of one
percent of the funds available from the P.L. 480 budget will be
utilized in each of Fiscal Years 1986 and 1987. To meet this
requirement, $1,747,000 in P.L. 480 funds will be provided in
Fiscal Year 1986 for the program. Under current budget
projections, another $1,544,000 will be allocated in FY 1987 to
meet the minimum level. On June 16, 1986, the Administrator
signed a report to Congress, a copy of which is attached to
this memorandum, on implementation of the program.,

Discussion: In July of 1985, PRE signed a cooperative
agreement with vVolunteers in Overseas Cooperative Assistance
(VOCA) to implement the DA-financed pilot project. VOCA, a
Washington based, non-profit organization, was selected as
manager of the project because of its extensive experience in
sending cooperative business executives, as volunteers, to give
managerial advice and assistance to cooperatives in Third World
countries,

The volunteers' primary mission under the project will be to
assist farmers and farmer organizations with immediate
agricultural problems to improve their purchasing power and the
quality of life in rural communities, Improvements are sought
in all areas of farming, including animal care and health,
field crop cultivation, fruit and vegetable growing, poultry
and fish operations, agricultural education, farm credit,
marketing, farm inputs, etc. A secondary goal of the project
is to develop friendships that might provide continuing
contacts between Americans and host farmers. The volunteers
furnish their time and advice without compensation, but all of
their travel and living expenses are covered under the project,



The pilot project, which focuses on Latin America and the
Caribbean, has run successfully. According to the first
quarter's status report (copy attached), 53% of the projected
number of volunteers had traveled to their respective host
countries and returned home since the field phase started in
January. Additionally, later reports (also attached) indicate
that even more farmer-to-farmer candidates have been identified
to carry the project to its completion,

The funds earmarked under the Food Security Act for the new
project are sufficient to expand its scope to include other
regions of the world. Given the amount of available funding,
it is expected that approximately 350 persons can be sent as
volunteers, with an average assignment of four to twelve
weeks. Extensions of up to twelve weeks are envisaged, where
feasible, to encourage more effective follow-up on promising
initiatives made by the volunteers.

VOCA has stated its desire to carry out the new program and has
submitted an unsolicited proposal, currently under review by
FVA. The Bureau review indicates that VOCA should continue as
the lead grantee for the first year of the project, based upon
its demonstrated management capability and experience with the
pilot project. The new project will employ a grant, a less
management-intensive instrument than the cooperative agreement
governing the pilot project. However, FVA will explore the use
of other organizations with respect to the second year,
depending upon VOCA's success in implementing the first year
expansion. Your approval of Recommendation 2 below will
constitute a specific approval to consider only this entity,
VOCA, for this assistance, in accordance with Handbook 13, 1B -
2.e., (3) and (4).

In response to requests from overseas organizations, proposals
will be selected and will emphasize practical projects which
make the best use of the farm teams' experience and knowledge.
Recruiting will be done through existing U.S. farm groups,
cooperatives, commodity organizations, universities, extension
services, church groups, etc. In addition to normal program
monitoring, FVA will review the application procedures for
proposals as well as the method of approval. The Bureau (in
conjunction with the U.S. Department of Agriculture and the
Peace Corps) will also establish program criteria and country
selection priorities,

Funds for the farmer-to-farmer program will be used for direct
costs in support of U.S. farmers to carry out volunteer
activities involved in development projects. These costs may
include travel, training, transportation, recruitment and
necessary logistic support. Payments to sub-recipient
organizations, incurred either in the U.S. or overseas, will be
allowable provided they are in accordance with project
criteria. Funds may also cover administrative costs, such as
additional staff, telephone lines, secretarial support,
mailing, etc. As usual, the implementing organization(s) will
be required to submit periodic progress reports on activities
funded under the agreement,



Recommendation l: that you authorize the project

Approved:, <444JL( éfzé% /fékzacﬁf

Disapproved: //

Date: Zz/éﬁyékn

Recommendation 2: that your approve the selection of
Volunteers in Overseas Cooperative Assistance for the first
year of the project based upon their demonstrated management
capability and experience in implementing the pilot

farmer-to-farmer project.
Approved ﬁ i %&c{

Disapproved:

Date: @ ' udb

'

Attachments:

A) Project Data Sheet
B) Report to Congress
C) VOCA Status Reports - Pilot Project

drafted by: FVA/FFP/II: K. Bishop; docid #3212Q; 6/16/86

Clearances: FVA/FFP/II : M. Dwyre™
FVA/FFP/II : W. Pearson W 7o
FVA/FFP/POD: J. Markuna%f“\"/a-
FVA/DD/PPE : L. Stamber&
PPC/PB/CPA : L. Tanner (draft) [
GC/CP : C. Stephenson{draft) |y

poy



PL 480 LEGISLATION ON IMMUNIZATIONS

Section 1112 of the Food Security Act of 1565

Intent: The intent of the new PL 480 legislation supporting
immunization is to make additional resources available to
improve child health and survival in developing countries.

Description: Health measures under Titles I and III are
already considered legitimate self-help activities. This new
legislation gives additional weight tc these activities and
gives special attention to immunizations as essential health

measures.

Based on this legislation, A.I.D. 1is encouraging USAIDs to
inform ccunterpart government institutions and PVOs that 1)
immunization programs are considered major Title I/Title III
self-help activities within the health sector; and 2) 206
Title II currencies generatea can be used to support health
programs and projects including immunizations. In addition, in
order to increase immunization coverage, USAIDs may want to
consider negotiating the use of Title I and Title III proceeds
to support immunization activities, to the extent uses are
consistent with approved country strategies.

Proposals fecr these uses of PL 4&0 resources should be
submitted by PVOs, host governments, and USAIDs as part of the
normal documents/agreements submitteo for these programs.

A report on immunizations is now required as part of A.l1.D.'s
annual report to Congress (Section 634 of the Foreign
Assistance Act). This will include information on
contributicns from Titles I, II and III to immunization
programs and the estimated number of children immunized under
these programs on a yearly basis.

Citations: State cable 232058;
Food Security Act of 1985: Section 1112

Title I: Section 109, Paragraph 1l
Title II: Section 206 (7 USC 1926)
Title II1: Section 301
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SUBJECT: PL 480 NEW LEGISLATION ON IMMUNIZATIONS

REF: A) STATE 399765, B) STATE 191920

SUMHARY: NEW PL 488 LEGISLATION EMPHASIZES IMHUNIZATION
PROGRAMS UNDER TITLE | AND |11 HEALTH SELF-HELP MEASURES
AND ALSO ADDS HEALTH PROGRAMS AND PROJECTS INCLUDING
IMMUNIZATION FOR TITLE 11 286 CURRENCY SUPPORT. THIS
MESSAGE 0)SCUSSES RECOMMENDEO FOLLOW-UP TO AND REPORTING
REQUIREMENTS FOR THIS NEW LEGISLATION,

1. THE AGRICULTURAL TRADE DEVELOPHENT AND ASSISTANCE
ACT OF 1354 HAS BEEN AMENOED O INCLUDE:

A} SECTION 1112 OF THE FOOD SECURITY ACT OF 1985 READS:
+++QUOTE IN THE IMPLEMENTATION OF HEALTH PROGRAMS
UNDERTAKEN IN RELATION TO ASSISTANCE PROVIDED UNDER THE
AGRICUL TURAL TRADE DEVELOPHENT AND ASSISTANCE ACT OF
1934, IT SHALL BE THE GDAL OF THE ORGANIZATIONS AND
AGENCIES INVOLVED TO PROVIDE AS MANY ADOIT!IONAL
IMMUNIZATIONS OF CHILOREN AS POSSIBLE. SUCH INCREASED
IMNUNIZATION ACTIVITIES SHOULD BE TAKEN IN COORDINATION
WITH SIMILAR EFFORTS OF OTHER ORGANIZATIONS AND IN

KEEPING WITH ANY NATIONAL PLANS FOR EXPANDED PROGRAHS OF
IMMUNIZATION. THE PRESIOENT SHALL INCLUDE INFORMATION
CONCERRING SUCH IMHUNIZATION ACTIVITIES IN ThE ANNUAL
REPORTS REQUIRED BY SECTION 634 OF THE FOREIGN
ASSISTANCE ACT OF 1961, INCLUOING A REPORT ON THE
ESTIMATED KUMBER OF IMMUNIZATIONS PROVIOED EACH YEAR
PURSUANT TO THIS SUBSECTION. UNQUOTE,

B) SECTION 129, (PARAGRAPH 11) TITLE ) SELF HELP
MEASURES: QUOTE INCLUDING IHHUNIZATIONS UNQUOTE 1§

UNCLASS IFIED
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STATE 222058 1148 105109
ADDED TO THE tITH CELFHELP MEASURE WHICH SHOULD NOW
READ QUOTE CARRYING OUT PROGRAMS TO IHPROVE THE HEA. ‘Il

OF THE RURAL POOR INCLUDING IHHUNIZATIONS UNQUOTE,

Ch SECTION 206 (7 USC t726) TITLE I1: QUOTE HEALTH
PROGRAMS AND PROJECTS INCLUDING IMMUNIZATION OF CHI.DREN
UNQUOTE IS ADOED AS C} UNDER THE SECTION DESCRIBING “HE
USES OF CURRENCIES GENERATED

D) SECTION 381 (8) TITLE 141: IN THE SECTION DESCRINING
USES OF THIS ASSISTANCE QUOTE INCLUOING iMHUNIZATION OF
CHILOREN UNQUOTE IS ADDED AFTER HEALTH SERVICES. THI
SENTENCE SHOULD READ QUOTE ASSISTANCE UNOER THIS TIFfLE
SHOULD BE USED FOR PROGRAMS OF ...HEALTH SERVICES
(INCLUDIHG 1MHUNIZATIONS OF CHILOREN)..,UNQUOTE

2, BASED OH THESE AMENOMENTS, AID/W ENCOURAGES USAIIS
TO INFORH COUNTERPART GOVERMHENT AND PRIVATE
ORGANIZATIONS THAT (1} 1HHUNIZATION PROGRAHS ARE
CONSIDERED {HPORTANT THTLE !/TITLE 111 SELF-HELP
ACTEVITIES WITHIN THE HEALTH SECTOR; (2) 286 THTLE |
CURRENCIES GENERATED CAN BE USED TO SUPPORT HEALTH
PROGRAMS AND PROJECTS INCLUDING IMMUNIZATIONS. 1IN
AODITION, [N ORDER TO INCREASE IMHUNIIATION COVERAG:
PER REF. A, USAIDS HAY WANT TO CONSIDER USING TITLE
AND TITLE 111 PROCEEDS TO SUPPORT INMUNIZATION
ACTIVITIES, TO THE EXTENT USES ARE CONSISTENT WITH
APPROVED COUNTRY STRATEGIES.

3. REF. B DISCUSSES SPECIFICALLY WAYS THAT PL 488
RESOURCES AND PROGRAHS CAN BE LINKED TO CHILD SURVI VAL
ACTIVITIES. GIVEN THE NEW LEGISLATION, WE ENCOURAG:
WHENEVER POSSIBLE, THAT HEALTH PROGRANS SUPPORTED Wi
PL 430 RESOURCES IHCLUDE IMMUNIZATION ACTIVITIES I.:
DPT. MEASLES, TETAKUS T0X0ID

H

4. FOR BASELINE AND PLANNING PURPOSES, A1D/W REQUE 3"
THAT USAIDS USING PL 480 RESOURCES FOR IHMUNILATIONS
ADVISE NO LATER THAN AUGUST 1 ON (1) FY 86 SELF-HEL?®

MEASURES UNDER TITLE | ANO 111 SUPPORTING [MHUNIZATIONS,
(2) LEVELS OF GENERATED CURRENCIES UNDER TITLES ('
{286) AND 111 IN FY 86 GOING INTO IMMUNIZATION
ACTIVITIES. INFORHATION SHOULD INCLUDE FITLE OF
PROJECT, LEVEL OF FUNDING, PROJECT OBJECTIVESINCLUD IIG
TARGET POPULATION 10 BE IHMUNIZED; (3) TITLE I
ACTIVITIES LINKED TO IMHUNIZATIONS, 1.E., LOGISTICS
SUPPORT INITIATIVES. INFORMATION SHOULD INCLUDE
DESCRIPTION OF PROGRAM AND ROLE OF TITLE |1, (4) IN
ADDITION TO INFORMATION ON PL 480 INMUNIZATION SUPPINT,
PLEASE ADVISE ON PL 488 SUPPORT TO OTHER CHILD SURVI‘aL
PROGRANS, PER REF 4, |.E., ORT, FDCUSED NUTRITION
PACKAGE INCLUDING GROWTH HONITORING AND EDUCATION ON
PROPER MATERNAL AND CHILD FEEDING PRACTICES, aND BIU'H
SPACING, INFORMATION SHOULD INCLUDE: TITLE OF PROIICT,
PROJECT OBJECTIVE, DESCRIPTION OF PL 480 SUPPORT AND
FUNDING CONTRIBUTION. THIS IS A ONE TIME ONLY REPOR™’
FOR PLANNING AND BASEL INE PURPOSES

B. FOR FUTURE YEARS, AID/M PLANS TO INCORPORATE
REPORTING INFORMATION REQUIRED BY THE NEV LEGISLATIIN
INTO AID ONGOING REPORTING SYSTEMS. AID IS REQUIREY 0
REPCRT ANNUALLY TO CONGRESS ON PL 480 TITLES I, |1 wip
111 CONTRIBUTIONS SPECIFICALLY TO IHMMUNIZATION PROGRANS
AND ESTIMATED NUMBER OF CHILOREN IMHUNIZED UNDER THisL:
PROGRANS ON A YEARLY BASIS. AID/W WILL TRY T0
INCORPORATE THIS REGULAR REPORTING REQUIREMENT INTO
ONGOING AGENCY INFORMATION SYSTEMS, I.E., CHILD SUR/ VAL
REPORTING SYSTEM, HEALTH PROJECT DATA BASE OR ABS $3 a5
TO REDUCE DUPLICATION AND EFFORT FOR USAIDS, WILL

A1D3296
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NOTIFY USAIDS ASAP ABOUT SPECIFIC INSTRUCTIONS

5. TECHNICAL ASSISTANCE NECHANISHS ARE AVAILABLE UNDER
S AKD T/H, PRITECH AND REACH PROJECTS TO ASSIST WiTH
DEVELOPHENT AND DESIGN OF PL 488 RELATED CHILD SURVIVAL
AND [HHUNIZATION ACTIVITIES.  SHULTZ
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INTERNAL TRANSPORT

Intent: To defray the high costs of transport and storage of
grant food aid -- both emergency and regular -- in regions
where these costs are prohibitively expensive.

Description: Background: During the African Emergency all
participants came to realize that the high cost of transporting
food overland and food storage were the most important
obstacles to distributing food to the needy. No one
organization or country can carry these costs alone -- not any
one donor, the participating PVO, nor the host governments.

decause of the special budget supplemental curing the
emergency, the U.S. was able to cover a large share of these
costs. Now in the face of budget cuts and higher minimum
‘onnage requirements for Title II (which creates the need to
program more commodities and fewer dollars), we must find other
sources of funding.

The problem does not stop with emergency food aid alone.
Regular project food aid will be severely handicapped, if not
impnssible to implement in the least developed areas of the
world unless viable ways to cover these costs are found. For
example, PVOs have indicated that initiation of selected
projects in Africa will be impossible without this funding.

Funding Options: Several possible funding options exist and
are listed below. The need for extraordinary coverage of
internal transport and storage costs in a specific country
should be identified and all funding options explored to
determine the best solution for that situation. Preferred
sources of funding are host government and PVO contributions.
Missions should exhaust these possibilities as well as the use
of other local currency generations before submitting requests
for either cash grants or monetization.

o} Host government contributions to include proceeds from
Title I/III, Title II Section 206 and Commodity Import

Programs;
0 PVO Resources - both public and private;

o} AID/OFDA Emergency Cash Grants - these resources will be
extremely scarce in the future;

o} Monetization - some portion of grant commodities can be
sold and the proceeds used for internal transport and
storage.



Procedure: PV0Os or A.I.D. Mission requests (for
government-to-government programs) for internal transport funds
should be submitted to AID/W for review and approval by the
DCC. Requests must include detailed justifications. These
will be reviewed on the basis of need, resource availability,
and viability of the program.

Citations: Congressional Continuing Resolution, 1985

Doc. 2783E
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LOCAL CURRENCY LENDING PROGRAM

Section 106/108/Title I; Section 1111 Food Security Act of 1985
INTENT:

Section 106:

To set aside a minimum of 10 percent of the aggregate value of
Title I sales contracts for repayment in local currency. These
U.S.-owned local currencies are then to be used to capitalize a
loan fund. This fund is drawn upon by intermeaiate financial
institutions (IFIs) who, in turn, lend it to the private sector.

Section 106:

To set aside an additional 15 percent of the aggregate value of
Title I sales contracts for use in loan funds similar to
Section 108 above. Unlike Section 108, Section 106 refers to
host-government-owned proceeds generated by Title I sales which
are jointly programmed (U.S. and host government) for exactly
the same types of activities as described in Section 108 above.

Description: The DCC agreed that this program would be
administered in the field by A.I.D. and that ultimate decisions
would be made by an In-Country Policy Group (IPG) which would
be composed of members of the country team. The law
specifically states that the U.S. has to use intermediaries to
run this program; the IPG, in short, cannot be the project
bankers in this program. Instead, this will be a two step
process: the U.S. makes loans to an IFI and the IFI, in turn,
takes the credit risk and makes the subloans to private sector
organizations according to criteria set by the legislation,
Reflows of the loan may be used for further lending. The funds
can also be used for agricultural technical assistance, to
increase markets for U.S. products, and for Currency Use
Payments (CUP) type of activities. If we use the funds this
latter way, however, we have to count it as a new appropriation,

In practice, the way the program works is as follows: each
year, a Mission, as part of its Title I planning exercise,
makes an estimate of how much 106/108 activity it is likely to
have. The Mission then asks Washington for authority to
negotiate such an agreement. Washington takes into
consideration all these requests and allocates the world-wide
108 budget accordingly. In short, the running oY the program

is given over almost entirely in the field.

A major point of additional interest: PVOs and co-ops are
eligible to be IFIs, and can be given grants for start-up
costs. These grants are for administrative expenses only, and
do not cover the capitalization of a loan fund. Also, PVOs and
co-ops must pay market rates for the money they borrow.



-2-

The guidelines also point out that preference will be given to
IFIs that lend in the agriculture private sector. For Section
108 programs, the IFIs must be privately owned, ana have
"significant local" ownership.

Citations: State cable 369870U; State cable 25931C;
State cable 25314; State cable 2531231,
Food Security Act, 1985; Section 1111
Policy Determinations 71 9/13/86
Policy Determination 15 6/12/78
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LOCAL CURRENCY LENDING PROGRAMS (SECTION 106/108> ONGOING OR
PLANNED -- FY 1986-87

Fiscal Year 1986 Funding
Country: Tunislia
Amount: $1 million

Status of funds: Funds reserved in last FY 86 amendment to
Title I sales contract. Per Tunis 0448, funds to be
deposited in U.S. Embassy interest-bearing account in
Socliete Tunisienne de Banque (STB). Section 108 amendment
must be signed and funds must be depogsited no later than
January 23 to meet deadlline set a September 4 exchange of
notes. Specifically, the current agreement calls for
development of an amendment to cover Section 108 activities
on or before January 23.

IFI‘g thus far identified: Credit Foncler et Commercial de
Tunisie (CFCT) and Banque de Tunisle (BT)--both of which are
100% privately owned. CFCT Is wholly Tunislan-owned; BT has
45% non-Tunisian participatlion. Focus of sublending: small
agricultural co-ops and agro-businesses.

Commentg: One maljor jssue remains_upresgolved, l.e., the
exclusion of lending under this program for_agricultural
v

Resolutlon needed prlor to January 23 sligning deadlline.

Also, glven prototyplcal nature of this agreement and
procedures agreed to when funds were reserved in August
1986, full DCC Working Group approval will be required on
the specifics of this agreement.

Elgcal Year 1987 Funding
Country: Srl Lanka
Amount: 1.2 milllon

Status of Fungis: Current plans call for establishment of
U.S.Embassy Interest-bearing account around March 31,1987
(but no later than 120 days after llfting of commodities
shipped under FY 1987 agreement). IPG Indicates that
American Express and Citlibank have branches in Srl Lanka.



Sri Lanka (continued)
’ ug £ jdentifi : none

Comments: Funds reserved in FY 1987 basic Title I
agreement. Section 108 allocation amounts to 10% of $12
milllion FY 87 sales contract for wheat. Uses for local
currency under Section 108 to be developed by
In-Country-Pollicy Group. Ideas thus far advanced in cable
from IPG (Colombo 7820) include lending for leasing of
heavy construction equipment and land development. IPG is
currently reviewing program with consultant.

Country: Jamaica
Amount: 87 million

Statug of Fundg: Funds reserved in FY 1987 agreement, signed
January 15, 1987. Deposit expected to occur around mid-May
1987 at the earliest, but no later than 120 days after
lifting of commodities under this agreement. IPG indicated
US depository bank is Citibank/Kingston

IFI’g thug far identified: IPG has discussed matter

informally with Jamaican Agricultural Development
Foundation. No formal action has been taken, IPG process
still In planning phase.

Commentg: Section 108 local currency funds amount to
slightly more than 25% of $27.6 million FY 1987 Title I
amendment to sales agreement.

Country: Costa Rica
Amount: $4.8 million

: Funds reserved in FY 1987 agreement, signed
January 14, 1987. Deposit expected to occur around mid
May-1987 at the earliest, but no later than 120 days after
the l11fting of commodities under this agreement.

IFI‘s thus far identified: None.

Comments: Local currency funds reserved for Section 108
activies amount to 30 percent of total FY 87 Title I
program. IPG expects to lend to IFIs that support
non-traditional export activities and light industry. NOTE:
to the extent that these export activities involve



Costa Rica (continued>

agricultural commodities, DCC decision on commodity
prohiblition will be critical. For purposes of IPG
strategy, traditional Costa Rican exports include the
following: bananas, unrefined sugar, raw coffee and beef.

Country: Peru
Amount: Currently being negotiated

Status of Fupnds: N/A
IFIs Thus Far Identified: None

Commentg: At IPG request, DCC currently is considering
issuance of FY 87 Title I negotiating instructions which
could call for a Section 108 program amounting to up to 25%
of the total FY87 agreement.

NOTE: US/Peru have consliderable recent experience in working
with private sector IFIs. E.G., local currency fund for
industrial reactivization has provided over 87 million in
local currency to private firms through IFIs. IPG also
locking into possible use of PVOs in lending program.

Country: Dominican Republic

Amount: Undetermined
Status of Fundg: N/A
IFIs Thug far Identified: IPG is reviewing preliminary,

unsolicited proposal from private banking group in Santo
Domingo. No decisions made.

Comments: Section 108 program, if requested by IPG and
agreed to by DCC, would be part of an FY 87 program
amendment which is still being developed and Santo Domingo
and Washington. This amendment, for approximately %12.9
million, would bring the Domincian Republic allocation to
the USDA-announced level of 830 million. HOTE: the USG/DR
have jolintly programmed over %200 million in local currency
in the last few vears. (CBI authorizing legislation
required 80% joint funding of Economic Support Fund
generations). Thus cornicepts of Sections 106/108 are
well-understood.

K4



Country: Phllipplines
Amount: $3 million - 35 million (estimate)

Status of Funds: N/A
IFI’s Identified: None

comments: IPG has indicated a general interest in doing a
Section 108 program as part of a thus-far unal located FY 87
Title I program. The IPG’sS initial reactlon has been
somewhat cautious and appears to be based on a Judgement
that there is substantial excess local currency liquidity in
the Philippine commerical banking sector. As a result it is
looking into the possibility of setting up new
corporation--PAIDCOR--for lending to high risk
agro-business. Corporation would seek SEction 108 funds and
equity particlipation by US corporatlions doing business In
Philippines. Washington has suggested that interested US
banks, PVOs and co-ops with interest in operating a Section
1067108 activity In the Phllipplnes develop proposals and
discuss them directly with the IPG in Manila.

Country: Indonesia

Amount: 10% to 25% of final FY 87 Title I allocation. (The
USDA-announced FY 87 allocation is 815 million; additional
funding for this year is under considerion).

Status of Fundg: N/A

Fomally, none. Discussions to
this polint, however, have included consideration of Section
1067108 funding for existing co-ops which US has been
funding under Title I self-help.

Commentsg: IPG has expressed serious reservations regardlng
the attractliveness of the Section 106/108 program to the
Indonesians (Jakarta 1084), and has asked Washington for a
reading of several technical lssues regarding the
relaltionship of 106/108 payments to the down payment and
currency use payment.

Country: Guyana

Amount: Undetermined. FY 87 Title I progam level currently
at $600,000. DCC is worklng on amendment which, If
agreement is reached, could add signiflcantly to total.



Guyana (continued)

Section 108 may be considered for a portion of supplemental
amount. :

Status of Funds: N/A

Comments: IPG indicates (Georgetown 4825) that Government of
Guyana has expressed interest In participating in this
program, particularly on the Section 106 side. IPG has
suggested possible role for foreign banks, credit unions and
building associations. NOTE: all domestic banks are
state-owned, thus limliting thelr participation to Section
106. IPG also indicated that PVOs have evidenced interest
in participating.

Country: Pakigtan

Amount: To be determined. NOTE: Current FY 87 Title I
allocation is 850 million, but agreement has not been
reached on program. IPG has indicated strong interest in
meeting 10% Section 108 target; is less enthusiastic
regarding prospects for large 106 effort.

Status of Fundg: N/A

Comment: IPG annticipates that four American banks in
Pakistan will be participants; IPG also investigating
potential PVO involvement, particularly role of bullding
sSocieties.

country: Kenya

Amount: To Be determined; FY 87 Title I allocation is #8
million, but agreement has not been worked out.

Status of Funpds: N/A

Comment: IPG concerned that Section 108 negotiations may
delay signing of regular FY 87 agreement. AsS a result, US
Embassy and Government of Kenya presently discussing
options: a) hold off FY 87 regular program until Section 108
language can be developed; b) attempt to fund Section 108
program out of a potential suppplemental from FY 87 Title I
regerve; c) defer decision of Section 108 until FY 88
program.



Country: Morocco

Amount: To be determined; negotiating instructions have been
sent to Rabat for a 340 million program which does not
anticipate--but which does not preclude--a Section 106/108
program. If such a program is undertaken this year, it will

be funded from a supplemental.

Status of Funds: N/A

Commentg: The IPG in Morocco is extremely interested in
undertaking a Section 108 program, as soon as possible. To
this end, they have funded a feasibility study to
Investigate potential uses and operational procedures. This
study Is still in the drafting stage.

Country:Yeman
Amount: To be determined

Status of Funds: N/A

Commentsg: Yeman is interested in doing a Sectlon 108
program. There is only one wholly-private bank, the
International Bank of Yeman (20% Bank of Amnerica). V>P>
Bush mentioned this program as part of his official remarks
In an April 1986 vigsit to Yeman. IPG estimates that $5
million program is a strong possibility.



COMMENTS REGARDING OTHER TITLE I COUNTRIES

lLivi angl and_Haitj...the IPG in each country has
express a general interest in the Section
1067 108 concept, but, since their FY 87 programs are
entirely grant (Title III>, and the local currencies
therefore are largely spoken for, this interest is somewhat
academic.

Guatemala, Egypt, El Salvador, Honduras, Senegal,
Madagascar...IPG or Washington counterparts informally have
expressed a general interest in the concept, buit this has
not yet led to the development of concrete proposals.

...IPGs are.in agreement with general aims of
Section 106/108 program, but feels that program, as
currently constituted, is not workable in either country.
IPG representatives expect to discuss this topic in
Washington in February.

Guinea...IPG Indicates possible interest in FY88; nothing
this vyear.

Slerra Leone...Section 106 program operatlional; Section 108
not seen as llkely this year.

...have not commented on
involvement in Section 106710. Need to fol low-up.
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1. FOOD SECURITY CT°OF 1985 CONTAINS SIGNIFICANT
AHENDHMENTS 10 TITLE-1 OF P.L. 43B. SECTION 1111 OF THE
ACT SEEKS TO PRONOTE THE PRIVATE SECTOR AS ECOMOMIC
DEVELOPHENT VENICLE BY PERMITTING TITLE | RECIPIENTS ¢
PURCHASE TITLE | COMMODITIES WITH LOCAL CURRENCY AND i3y
ALLOVING THESE CURFENCIES TO BE USED FOR PRIVATE
ENTERPRISE PROHOTION. THE COMGRESS VIEWS THIS AS AN
IMPORTANT PIECE OF LEGISLATION AND SETS IMPLEMENTAT IO
TARGETS WHICH THE AOMIWISTRATICN 1S REQUIRED TO MEE'. IN
VIEW OF INCREASING SCARCITY OF ODEVELOPMENT RESOURCE: I UR
PRIVATE SECTOR PROGRAMS, SENIOR OFFICIALZ OF THE FOIB AI0
SUBCOHNITTEE ALSO VIEW THIS AS AN JMPORTANT INITIATIVE
AND URGE fOUR OVERELL SUPPORT.

2. BELOW ARE ORAFT GUIDELINES DEVELOPED BY RESPONSIBLE
INTERAGENCY TASK FORCE FOR THIS NEW IN!TIATIVE. NUGIE

THESE GUIDELINES DECENTRALIZE DECISION-HAKING TO THE
FIELD THROUGH AN EXPANDEQ COUMTRY TEAM, THE IN-COUMTR'
POLICY GROUP (IPG) WHICH INCLUDES AID MISSION DIRECTON
AGRICULTURAL COUNSELOR OR ATTACHE, ECONOMIC COUNSELOR AND
OTHER EMBASSY REPRESEMTATIVES FROM THE DCC AGENCIES alD
DEPARTHENTS.

3. ACTION REQUESTED: WOOLD APPRECIATE EXPANDED COUMTR™
TEAH REVIEW OF THESE ORAFT GUIDELINES. 4&NY QUESTIONS
AND/OR COHHENTS WOULD BE APPRECIATED BY END JUNE.

4. INTERAGENCY TASK FORCE WILL PROVIDE FINAL GUIDELINES
TO FIELD 8Y IID JULY.

3. THE GUIDELINES ARE AS FOLLOWS

- DRAFT (6710736}

- GUIDEL INES

- FOR

- SALES FOR LOCAL CURRENCIES
- PRIVATE ENTERPRISE PROMOTION
- UNDER PL 488 TITLE |
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~ B, USES OF RUFLOWS UNDER SECTION 108............... 4 COUNTRY-OUNED LOCAL CURRENCY GEHERATED IN CUSTOHARY
] THTLE | SALES OM DOLLAR CRLOIT TERNMS OC JOINTLY
V.  PROGRAM IMPLEMENTATION PROCEOURES. ....uvvv'vun..n... 5 PROGRARMED FOR THL “ANE PURPOSE:
- A, AGREEMENTS..... e TR Ceerianes 5 ALL SUCH LOANS WRL TO BE MAOE AND REFAID iM LOCA.
B. METHOD FOR HOST COUNTRY DEPOSITS OF LOCAL CURRENCY AND SHALL BE MADE TO IHTERHEDIATE F IMANC AL
- CURRENCY INTO THE SECTION 183 USG-OWNED INSTITUTEONS «IFIS) IN THE DEVELOPING COUNTRIES. TH:
ACCOUNT.....ovvvnvnvanens [PIRNN [N Cerees ] IFIS, N TURN, Wil RELEND THE LOCAL CURRENCY TO ELI; WLE
: TRIVATELY-QUNED ELTERPRIGES OR 2RIVATE CIIIZENS FOR
VI. ELIGIBLE INTERHEDIATE FIMANCIAL tHSTITUTIONS (IF1S) CERTAIN PRIVATE EMTCRPRISE PROJCCTS OR ACTIVITIES,  AIUDS
- AND LOAN TEAMS........ccoivinunnnen, [T PN 1 LOANED BY IFi3 ARE HOT 73 GE USED TO FINANCE STATE-04ID
OR PUBLIC SECTOR ENTERPRISES. “OR ARE THE REIOURCES 0
- A. ELIGIBLE IFIS.........,.. RN e H BE OIRECTED TO ENTERPRISZS THKAT PRODUCE AGRICUL TURE
- B. LOAN TERMS TO IFIS.............. TR eeaens 6 PRODUCTS N SOMPETITION WiTH U.3. PRODUCTS
VIE. ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERMS......... 7 - THE STATUTE SEPAKATES THE LOCAL CURRENCY LENDIN;
AUTHORITIES-tNTO TWO CATEGORIES: 1A) PL 480, SECTIOW
- A, ELIGIBLE SUBBORROWERS.............0o.0vven.n. el 186, WHICH DEALS WITH HOST COUNTRY-OWNED LOCAL CURRE it;"
- B. ELIGIBLE SUELOAN PURPOSES................... el GENERATED FROM THE COUNTRY'S RESALE OF TTLE
- C. SUBLOAN TERMS..........co0vvnnnen, ereresaas vee 8 CONMODITIES, AND (B) PL 480, SECTION 108, APPLYING T)
- D. OTHER TERMS........ et e e Ceaees .. 8 LOCAL CURREKCY RECE!VED BY THE U.5. IN FULL OR PART
) l PAYHENT FOR THE TITLE & 3ALE AND DEPOSITED TO AW INTIREST
vili USE AND DISPOSITION OF IF! LDAN REPAYMENTS...... 3 EARNING U.S.-OWNED ACCOUNT, IN CASH, WHEN OR 3HORTLY
AFTER THE TITLE 1 COHMMOOITIES ARE DEL I /ERED.
- Ao SECTION 106......00vviiiiinnnnninininnsen, e 3
- B. SECTION 108.......000vivvrnninnnnnn.. IR TT PPN 9 - FOR EACH OF THE FISCAL YEARS 1386 THROUGH 1998, “NE
PRESIDENT IS ENCOURAGED TO CKANNEL LOCAL CURRENCIES, 1
1A SPECIAL STATUTORY PROVISIONS........ccv.un..,.. veeedd AN AMOUNT EQUIVALENT TO A TOTAL OF 25 PEKCENT OF THE
VALUE OF TITLE | CCHMODITIES, FOR PRIVATL SECTOR LEN) 1§
- A, PUBLICITY REQUIREMENTS. ......ovvvininernnsnss. .9
- B. MANDATORY CONVERSIONS OF LOCAL CURRENCY UNDER SECTIONS 106 AND 108, 10 THE EXTENT THAT THERE .ltE
- TO DOLLARS.......... e resieiaaes EETETERIEY 18 APPROPRIATE PROPOSALS FOR SUCH USE. SECTION {81, AS
- C. COHPETITION WITH U.S. COMMODITIES IN WORLD AMENDED, MANDATES THAT AT LEAST 10 PERCENT OF THE ANillaL
- MARMETS. ....ovii it iiiiinin, Cetiieiaseiaed, 18 VALUE OF TITLE | COMMODITIES SHaLL BE 30LD FOR LOCAL
- D. HOST COUNTRY GUARANTIES ........ [N PRI .18 CURRENCY FOR PRIVATE SECTOR LENDING UNDER SECTION 18}
- E. AGRICULTURAL TECHMICAL ASSISTANCE.............. 18
- 'N PROVIDING FOR THESE NEW ANTHORITIES, THE
X REPORTS, AUDIT AND FtNANCIAL MANAGEMENT ...,....... 11 CONFEREMCE REFCRT RCCOGNMIZIT THE wiILL JF CCNGRELS 10

I INTRODUCTION AND SUMMARY

ON DECEMBER 23, 1985, THE PRESIDEHT SIGNED INTO LAW
H.R. 2180, THE FOOD SECURITY ACT OF 1385 (THE QUOTE ACT
UNQUOTE) (PL 99-198). SECTION 1111 OF THE ACT, TITLED
QUOTE SALES FOR LOCAL CURRENCY; PRIVATE ENTERPRISE
PROMOT|ON UNQUOTE, CONTAINS A NUHBER OF AMENOMENTS 10
TITLE |, PL 488, THESE AHENOHENTS ARE VIEWED BY THE
EXECUTIVE BRANCH AS A MAJOR INITIATIVE TO STIMULATE
PRIVATE ENTERPRISE IN DEVELOPING COUNTRIES TO PROMOTE

ECOMOHIC GROWTH AND OEVELOPMENT.
INNOVATIVE PROGRAM THAT GOES BEYOND NORMAL PL 438
OPERATIONS AND PROVIDES NEW RESOURCES FOR SUPPORT OF
PRIVATE SECTOR ACTIVITIES NOT CURRENTLY BENEFITTING FROM
U3G RESOURCES.

- THE AMENOMENTS TO TITLE | OF PL 480, ARE DESCRIBED
IN DETAIL BELOW. THE PURPOSE OF THESE GUIDELINES IS TO
DESCRIBE THE POLICIES AND PROCEDURES WHICH WiLL BE USED
BY THE EXECUTIVE BRANCH TO IMPLEMENT THESE AMENDMENTS.

Fl.  THE AMENOMENTS

A, GENERAL DESCRIPTION, SECTION 1111 OF THE ACi
AHENDS PL 480 TITLE | BY (A) DIRECTING THAT CERTAIN
AMOUNTS OF TITLE | COMMODITIES EACH YEAR SHALL BE SOLO
FOR LOCAL CURRENCY, AND (B) REQUIRING THAT SUCH LOGAL
CURRENCY BE USED, WITHOUT FURTHER APPROPRIATIONS, FOR
PRIVATE ENTERPRISE LEHDING !N DEVELOPING COUNTRIES.
ALSO, SECTION 106 IS AMENDED TO PROVIOE THAT HOST

UNCLASS IFIED

SECTION 1111 CREATES AN

DIRECT FOREIGN ASIICTAMCE HMORE TOVARD THE PRIJATE
SECTOR. FURTHERMORE, THE CONFEREES STATE THAT THEY
INTEND TO JUDGE THE PERFORMANCE OF THE ADMINISTRATIOHN oF
THESE AUTHORITIES ON THE QUALITY OF INVESTHENTS MADE
UNDER THE PROGRAM, AND NOT UPON THE VOLUME OF FUNDS
DIRECTED TO IFIS. THE CONFEREES STATE THAT THEY INT:ID
THAT THE PERFCRMANCE OF THESE AHD OTHER PROGRAMS WIT{
HANDATORY MIHIHUHS OR TARGETS BE EXAHINED THOROUGHLY
DURING THE KEXT REAUTHORIZATION OF PL 480 IN 1998

8. HOST COUNTRY-OWNED LOCAL CURRENCIES (SECTION 1§)

SECTION 186 OF PL 488 PROVIDES FOR PRIVATE
ENTERPRISE PROHOTION ACTIVITIES UNDER SALES OF
AGRICULTURAL COMMODITIES FOR OOLLARS ON CREDIT TERNS
LOCAL CURRENCY PROCEEDS FROM THE SALES OF THESE
COMMODITIES ARE PLACED IN QUOTE JOINTLY PROGRAMMED
ACCOUNTS UNGQUOTE AND THEREAFTER LOANED 1 IFI5 FOR
RELENDING TO ELIGIBLE PRIVATE ENTERPRISES. IN THE €1
OF A COOPERATIVE OR PRIVATL AND VOLUNTARY ORGANIZATI I
LOCAL CURRENCY PROCEEDS MAY BE GRANTED TO DEFRAY THE
STARTUP COSTS OF BECOMING A FINANCIAL INTERMEDIARY
(SECTION 108)

- C. U.S.-OWNED LOCAL CURREKCIES

- UNDER SECTION 108, THE MAJOR PORTION OF THI; NEW

INITIATIVE, THE PRESIDENT 1S AUTHORIZED TO ENTER INT)
AGREEMENTS FOR THE SALE OF TITLE 1 COMMODITIES FOR L M:ue
CURRENCIES. THE LOCAL CURRENCIES SHALL BE PAID INTO «
U. S. -OWNED OEPOSITORY ACCOUNT,
FROM THIS ACCOUNT SHALL BE MAOE TO IF13 PURSUANT TO Ml
TERMS OF LOAN AGREEMENTS BETWEEN THE U.S. AND IFIS,

THEREAFTER, DISBURSEAINTS
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- FOR EACH OF FISCAL YEARS 1986 THROUGH 1930, THE

ACT PROVIDES THAT NO LESC THAN 10 PERCENT OF THE

AGGREGATE VALUE OF FL 480 YITLE | COMHODITIES SHALL BE

SOLD FOR LOCAL CURRENCY FOR SECTION 108 PURP@SES,

PROVIDED THAT THIS REQUIREMENT MAY BE WAIVED IN ANY YEAR

IN WHICH HEETING THE MINIHUM .:OULD RESULT IN A

SIGNIFICANT REDUCTION IN THE VOLUME OF CONMODITIES

FURNISHED UNDER TITLE .

- INCLUDED 1N THE TITLE 1 SALES AGREEMENTS SHALL
HE A SCHEDULE PERMITTING THE EVEHTUAL CONVERSIGN GF THESE
SECTION 188 CURRENCIES TO DOLLARS OVER AN {NTENDED 10 TO
38 YEAR PERIOD FOLLOWING DELIVERY OF THE COMMOOITIES

THE RATES OF EXCH/NGE FOR THE CONVEKSIONS WILL BE THOSE
IN EFFECT AT THE TINE EACH CONVERSION TAKES PLACE. THE
CONFERENCE REPORT EXPRESSLY RECOGNIZES THAT THE U.S.
GOVERNHENT NAY BEAR SOME OF THE FOREIGN EXCHANGE RIK

- \DANS TO {FIS ARE TO BE HADE AT REASONABLE
INTEREST RATES AS OETERMINED BY THE PRESIDENT.

GENERALLY, THESE WILL BE CONSISTENT WITH BUSINESS
PRACTICES. HOWEVER, PREFERENTIAL RATES OF INTEREST MAY
8E PROVIDED TO COOPERATIVES ANO PRIVATE VOLUNTARY
ORGANIZATIONS FOR STARTUP COSTS OF BECOMING & FINANGIAL
INTERHEDIARY. LOCAL CURRENCY GRANTS ARE ALSO AUTHORIZED
TO THE FOREGOING TO HELP DEFRAY STARTUP COSTS OF BECOMING
A FINANCIAL INTZRHED|ARY.

- ONCE THE FINANCIAL INTERMEDIARIES BEGIN TO MAKE
REPAYMENTS OF THEIR LOANS TO THE UNITED STATES-OWNEO
DEPOSITORY ACCOUNT, THESE REFLOWS MAY BE:  (A) RELOANED
TO IFIS TO FINANCE ADOITIONAL PRIVATE INVESTHENT, (B)
USED FOR AGRICULTURAL MARncT DEVCLOPHENT, (C) USED,
SUBJECT TGO APPROPRIATIONS, TO PAY ANY U.S. 08LIGATIONS
WITHIN THE RECIPIENT COUNTRY, OR (D) CONVERTEO TO DOLLAAS

- TO THE MAXIMUM EXTENT PRACTICABLE, AT LEAST §
PERCENT OF THE LOCAL CURRENCIES OEPOSITED IN THE UNITED
STATES-OWNED DE°OSITORY ACCOUNTS SHALL BE USED TO PROVIOE
AGRICULTURAL TECHNICAL ASSISTANCE, INCLUDING THE FUNDING
OF MARKET DEVELOPMENT ACTIVITIES.,  (ADDITIONAL GUJDANCE
FORTHCONING.

- " PROCUREMENT AND OTHER CONTRACTING REQUIREMENTS
NORMALLY APPLICABLE TO APPROPRIATED FUNCS SHALL NOT APPLY
TO SECTION 108 LOCAL CURRENCY USEO FOR PRIVATE ENTERPRISE
LENDING.

- STATUGTUHY HISTORY STATES THAT THE PROGRAM IS NOT
INTENDED TO AFFLCT EXISTING CURRENCY USE PAYMENTS

111, HOST COUNTKY SELECTION AND SUITABILITY

- A, SENERAL POLICY. TO MEET THE DEVELOPHENT
PURPOSES OF THE STATUTE, iT IS EXECUTIVE BRANCH POLICY TO
ACTIVELY PROMOTE SECTION 106 AND SECTIGN 188 LENDING
PROGRAMS IN AS HANY TITLE | COUNTRIES AS MAY BE

PRACTICABLE.

. B. COUNTRY ALLOCATIOWS., TO FACILITATE EXECUTIVE
BRANCH COMPLIANCE WITH ANNUAL STATUTORY LENGimG TARGETS
AND (IF MECESSARY) FIRMIT A MORE RAYIONAL ALLOCATION OF
SECTION 188 SALES-FOR-1 OCAL-CURRENCY AUTHORITY, EACH
COUNTRY TEAM WILL BE REQUESTED, ANNUALLY, TO ESTIMATE THE
ABILITY AND WILLINGNESS OF THE COOPERATING COUNTRY f0
NeGOTIATE SECTIONS 106 + o 188 PRIVATE SECTOR LENDING
PROVISIONS IN THE FOLLOWING YEAR'S TITLE 1 SALES
AGREEAENTS, REQUESTS FOR SUCH ESTIMATES WILL HELP
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OETERNINE WHETHER 4 COUNTRY CAN BE EAPECILD 1O MEET IR
EXCELD THE 25 PERCENY COMBINED SECTIONS (D6 ANO 108
STATUTURY LEMDING THRGET, BASED ON THE MOUT CURRENT [11LE
| CSUNTRY BUDWET LEVELS, AMD WHETHER A COUNTRY CAN “IE1
OR EXCEED THE 10 PERCENT SUCTION 108 LENDING TAHGE!.

- COUNTRY TEAH XHOWLEDGE OF LOCAL IF! ABSORPTIVE
CAPACITY FOR LOCAL CURRENCY AS WELL AT CODPERATING
COUNTRY ATTITUOES TOWARO THIS PRIVATE 3EGTOR LEND'Y§
PROGRAN WILL BE INPOKTAKT (N RESPONDING [0 SUCH ABNYIL
REQUESTS. HOWEVER, EVERY EFFORT SHOULD BE MAOE TO aJCID
UKDULY RAISING PRIVATE 3SECTOR OR COUNTRY EYPECTATION; FOR
SECTION 108 PROGRAMS, OUE 10 THE UNCERTAINTY OF THE
OVERALL LEVEL OF SECTION 10§ PROGRAMMING

- IT SHOULD BE NOTED THAT THE 25 PERCENT ANO 1§
PERCENT STATUTORY TARGETS ARE AGGREGATE TARGET LEVELS;
INDIVIDUAL COUNTRY LEVELS HAY BE HIGHER OR LOWER

HOWEVER, COUNTRY TEAMS ARE ENCUURAGED TO SEEK WAYS T3 USE
THIS PRIVATE SECTOR APPROACH TO DEVELOPHENT,

- C. ELIGIBLE COUNTRIES. ALL COUNTRIES PARTICIPATING
sN TITLE | SALES PROGRAHS ARE ELIGIBLE FOR THIS PROGIAH
PROGRAMS SHOULD BE DESIGNED [N A MANNER WHICH ENSURES
CUNSISTENCY WITH OR LOES Nul UNDERCUT EFFORTS OF THE L.%.
GOVERNMENT OR INTERHAT JONAL F INANCIAL INSTITUTIONS 1)
PROHOTE FINANCIAL SECTOR POLICY REFORM,

IV. PROGRAM DEVELOPMENT, REVIEW, AND APPROVAL PROCEILFES

- A. USES OF SECTION 106 AND tD8 RESOURCES. SECTION
106 OR 188 PRIVATE ENTERPRISE PROMOTION PROGRAMS SHA.L BE
DEVELOPED AND IMPLEMENTED BY RESIDENT AID MISSIONS. T+IS
WILL BE IN THE CONTEXT OF THESE GUIDELINES AND GUIDE.INES
FOR THE TERNS OF THE LOANS TO IFIS ESTABLISHED B8Y TH: IN
COUNTRY POLICY GROUP (IPG), CONSISTING OF THE A1D "13S10X
OIRECTCR, AGRICUL TURE ATTACKE, £CONOMIC tOUNSELOR, =iC

OTHER EMBASSY REPRESEMTATIVES FROM THE OFHZR 3CC ASZIC,ES

AND DEPARTHENTS. THE PG ALSO HAS THE AUTHORITY FOR ThE
FINAL SELECTICN OF THE IFI OR IFI’S. AID IS RESPONSIELE
FOR THE MEGOTIATIONS WITH THE IFIS. ON OPiC-RELATEO
PROJECTS, 0PIC WILL BE RESPONSIBLE FOR THE NEGOTIATI3AS
WITH THE 171S.

- I% THOSE COUNTRIES WHERE OPIC HAS RELEVANT
EXPZRIENCE AND COMPETENCE, THE IPGS ARE INSTRUCTED 1)
TAKE THIS EXPERIENCE AND COMPETENCE INTO ACCOUNT FuL.Y.
OPIC SHALL BE ADVISED IN A TIMELY HANNER OF TITLE |
NEGOTIATIONS 5D IT CAk SAKE PROPOSALS FOR IPG APPROVAL

- PRIOR TO THE COMMENCEMENT OF THE TITLE |
NEGOTIATIONS, THE. INTERAGENCY GROUP IN WASHINGTON SHALL
APPROVE THE LOCAL CURRENCY RESOURCES REQUESTED FOR
SECTION 106 AMD 108 USES, INCLUDING AMOUNTS T0 BE
ALLOCATED OM A GRANT BASIS,

- B. USES OF REFLOWS UNDER SECTION ty8. LOGAL
CURRENCY REPAID BY IFIS TO THE U.5. MAY BE REUSED FOR
ADDITIONAL PRIVATE ENTERPRISE LENDING TO IFIS, THE
DEVELOPMENT OF KEW MARMETS FOR US AGRICULT'RAL
COMMOLITIES, THE REPAYHENT OF U.S, OBLIGATIONS (SUBJICT
TO APPROPRIATIONS}, OR COMVERSION TO OOLLARS. THE
INTERAGENCY GROUP SHALL CONSIDER, AND APPROVE AS HAY BE
NECESSARY, PROPOSALS FOR THE USE OF REFLOWS ON THE
RECOMHENDATIONS OF THE |IPGS.

V.  PROGRAM iMPLEMENTATION PROCEDURES

A, AGRELMENTS, AS PROVIOEC TOR IN HEGOTIATING

A1D6S5GD
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INSTRUCTIONS, TITLE | SALEL AGRECHENTS Witl SECURE
COOPERATING COUNTRY SUPPORT IN GENERAL FOR PLANMED OR

ANTICIPATED SECT10M 136 AND 108 ACTIVITIES,

ONCE A SECTION 108 DESIGNATED DEPOSITORY ACCOUNT
IS ESTABLISHED IN A COUNTRY, SEPARATE LOAN AGREEMENTS,
CONTRACTS, AND GRANT AGREEMENTS ARE REQUIRED BY LAW TO
OBLIGATE THE U.S.-OWNEC CURRENCIES FOR SECTION 108
PURPOSES. A!D (AND, AS A“PROPRIATE, OPIC) SHALL BE THE
IMPLENERTING AGENCIES FOR LOANS AND GRARTS TO IFIS. USDA
SHALL BE THE IHPLEMENTING AGENCY FOR TECHMICAL ASSISTANCE
ACTIVITIES TO INCREASE MARKETS FOR U.S. AGRICUL TURAL
COMMODITIES

- B, METHOD FOR HOST COUNTRY DEPOSITS OF {OCAL
CURRENCY INTO THE SECTION 188 USG-OWHED ACCOUNT. THE
TITLE .} AGREEHENT PAYHENT TERMS MAY BE EAPRESSED IN LOCAL
CURRENCY TERHS, OR IN A COMBINATION OF DOLLAR CREDIT AND

LOCAL CURRENCY TERMS. [N THE LATTER CASE, A SPECIFIED
PORTION OF THE COMMODITIES SHALL BE PURCHASED FOR DOLLARS
ON CREDIT TERHS AND A PORTION SHALL BZ PURCHASED FOR
LOCAL CURRENCY ON CASH TERMS, THE LOCAL CURRENCY SHALL
BE PAYABLE WITHIN SIXTY (60) DAYS AFTER THE DATE OF
DISBURSEMENT BY THE U.S. BANK TO THE US EXPORTER (I.E.
APPROXIHATELY 60 OAYS AFTER UE: IVERY OF THE COMMOOITIES
TO VESSELS AT US PORTS WHEX YITLE SHIFTS TO THE IMPORTING
CQUNTRY.)  THE LOCAL CU:IRENCIES SHALL BE DEPOSITED N
INTEREST EARNING BANK ACCOUNTS.

VI. ELIGIBLE INTERMSDIATE FINANCIAL INSTITUTIONS (IF!S)
AND LOAN TERHMS

- THESE GUIDELINES ARE APPLICABLE EQUALLY TO SECTION
186 AND SECTION 123 LENDING PROGRAMS UNLESS OTHERW!ISE
INDICATED.

- A, ELIGIBLE IFIS. AN ELIGIBLE IFI 1S A BANK,
FINANCIAL INSTITUTION, CODPERATIVE, NONPROFIT VOLUNTARY
AGENCY, OR OTHER ORGANIZATION DETERMIMED 8Y THE PRESIDENT
TO HAVE THE CAPABILITY TO MAKE ANO SERVICE A LOAN IN
ACCORDANCE WITH THIS STATUTE,

- AN |F) SHALL BE LOCATED IN OR OPERATE IN THE
HOST COUNTRY. IT SHALL BE ORGANIZED UNDER THE LAWS OF
THE HOST COUNTRY, OR |F ORGANIZED ELSEWHERE, BE DULY
LICENSED TO OPERATE WITHIN THE HOST COUNTRY. THE IF|
SHALL HAVE FULL LEGAL AUTHORITY TO BORROW FROM THE USG
(AS VELL AS FROM THE HOST GOVERNMENT UNDER SECT'ON 186)
AND ENGAGE IK RELENDING AS CONTEMPLATED

- GENERALLY, (EXCEPT FOR CERTAIN PRIVATE AND
VOLUNTARY ORGANIZATIONS AND COOPERATIVE PROPOSALS
ENCOURAGED UNDER THE STATUTE) IFIS SHALL BE SOUND, GOING,
FINANCIAL CONCERNS, WITH A HISTORY -OF STABILITY,
FINANCIAL STRENGTH, AND EXPERIENCE, THE SELECTION OF A
SPECIFIC IFI SNALL BE BASED UPON A CONCLUSION THAT IN THE
EVENT OF A DEFAULT, THE US WOULO BE ABLE TO COMMENCE
LEGAL ACTION FOR DAMAGES AND COLLECT UPON ANY JUDGEMENT
RENJERED IN FAVOR OF THE U.S.

FOR SECTION 106 LENDING PURPOSES ONLY, STRONG
PREFERENCE SHALL BE GIVEN TO WHOLLY PRIVATELY-OWNED AND
CONTROLLED iFIS WHOSE OWNERSHIP 1S SUBSTANTIALLY IN THE
CONTROL OF NATIONALS OR FIRNS OF THE COOPERATING COUNTRY,
THE U.S., OR OTHER FRIENDLY LESS-OEVELOPED COUNTRIES.
WHERE THERE 1S A CHOICE, TNE USG AND THE COOPERATING
COUNTRY SHOULD SELECT PRIVATE SECTOR IFIS. WHERE

CONDITIONS MAKE IT NCT POSSIBLE TO CHANNEL THY RESOURCES

UNCLASSIFIED

QUTGO ING
TELEGRAM

STATE 189883 4771 088561
THROUGH PRIVATE SECTOR IFIS, THE COUNTRY IEAM PROPO:IN;
THY3 SHALL ASSURE THAT NOTWITHSTANDING THE PUBLIC SECTIR
OWNERSHIP OF THE IFI, ITS LENDING ACTIVITIES ARE
CONOUCTED ON PRIVATE MARKET BASED PRINCIPLES

HOWEVER FOR SECTION 108 LENDING PURPOSES, IT IS
EXECUTIVE BRANCH POLICY THAT ONLY PRIVATELYOWNED IFIS,
WITH KO PUBLIC SECTOR OWNERSHIP, SHALL BE ELIGIBLE I¢
RECEIVE LOANS

- B. LOAN TERMS TO IFIS. THE INTEREST RATE CHARCE)
IFIS FOR BOIW SECI1ON 1G5 AND SECTICN 102 SHOULD NO:rA.LY
APPROXINATE THE COST OF OBTAINING LENDABLE RESQURCE; 0°
COMPARABLE HAT RITIES FROM THE FREE PRIVAIE CAPITAL
NARKET IN THE 'NDIVIDUAL COOPERATING COUNTRY. IF
INTEREST RATES WITHIN THAT COUNTRY ARE HELD DOWN
ARTIFICIALLY BY GOVERNNENT POLICIES, THE RATE CHARGEC [FHE
IF1S SHOULD BE SET WITHIN THE CONTEXT OF US EFFORTS 10
ENCOURAGE OVERALL POL #CY REFORMS.

- WHILE THE STATUTE PERMITS LOWER INTEREST RATES
TO BE CHARGED PRIVATE AND VOLUNTARY ORGAMIZATIONS AND
COOPERATIVES FOR STARTUP COSTS OF BECOMING IFIS, IT IS
EXECUTIVE BRANCH POLICY TO PROVIDE LCCAL CURRENCY FOR
THESE PURPOSES OM A GRANT BASIS.

- ALL USG LOANS TO IF/S SHALL TRANSFER THE FuLL
CREDIT RISK TO THE IF). “THE USG SHALL NOT SHARE THE
CREDIT RISK OF [FI SUBLOANS

- THE HAXIHUM LOAN MATURITY TO AN IF | SHALL BE 18
YEARS, EFFORTS SHALL BE MADE HOYEVER TO MAKE LOAN
MATURITIES CONFORM TO LOCAL CREDIT MARKET COMDITIONS

. FIXED OR FLOATING RATE TERMS ARE ACCEPTABLE,
SUBJECT TO LOCAL MARKET CONDITIONS

VIL. ELIGIBLE PRIVATE ENTERPRISES <ND LOAN TERNS

- A.  ELIGIBLE SUBBORROWERS, SUBBORROWERS MAY 8t
INDIVIDUALS, PRIVATE AND VOLUNTARY ORGANIIATIONS,
COOPERATIVES, CORPORATIONS, OR OTHER ENTITIES FORMEG 01
OPERATING SUBSTANTIALLY VWITHIN THE COOPERAT ING COUNTRY

- () NATIONALITY. TO BE ELIGIBLE TO RECEIVE A
SUBLOAR FROM AN IFI, AN INDIVIOUAL SHALL EBE A HATIONEL OF
THE COOPERATING COUNTRY OR OF ANY OTHER FRIENDLY LE3S
DEVELOPED COUNTRY. FIRMS OR OTHER ENTITIES AS

SUBBORROWERS MUST BE OWNED DIRECTLY OR INDIRECTLY BY
FIRNS 'OR NATIONALS OF THE COOPERATING COUNTRY OR THCSE OF
ANY OTHER COUNTRY ELIGIBLE FOR TITLE | SALES; PROVIGED
THAT UP TO 49 PERCENT OF SUCH OWNERSHIP MAY BE HELD EY
CITIZENS OF THE U.S.; ANO PROVIDED FURTHER THAT IF
OWMERSHIP IS HELD BY NATIONALS OF THIRD COUNTRIES
SUBSTANTIAL OWNERSHIP AND CONYROL SHALL BE VESTED IH
NATIORALS OF FRIENOLY LESS OEVELOPED COUNTRIES. THE L)AN
AGREENENT WITH IFIS SHALL REQUIRE THE IFI TO ASSURE TH:
ELIGIBILITY OF SUBBORROWERS.

@) PRIVATE SECTOR. SUBBORROWERS SHALL NOT BE OWN:D
OR CONTROLLED, IN WHOLE OR IN PART, BY THE PUBLIC SECTIR
OR BY ANY GOVERNMENTAL OIVISION, AUTHORITY, OR
SUBCIVISION OF THE COOPERATING COUNTRY. INTERNATIONAL
ORGANIZATIONS, NMUNICIPAL AUTHORITIES, PARASTATALS OR
OTHER ENTITIES NOT WHOLLY OWNED AND CONTROLLED BY PRIVATE
FIRNS 2R INDIVIDUALS ARE NOT ELIGIBLE SUBBORROWERS, TIE
STATUTE 1S CLEAR IN ITS INTENTION THAT THE SUBLOANS BE
NADE TO WHOLLY PRIVATE FIRMS AND INDIVIDUALS, NOT Su8JICT
TO GOVERNMENT CONTROL.

A106360
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- A, SECTION 1di. THE TITLE I SALES AGREEMENT 4 IL
- B. ELIGIBLE SUBLDAN PURPOSES, THE STATUTE (SECTION PROVIDE FOR A JOINILY PROGRAHMED ACCOUNT FOR SECTION 06
188) PROVIDES THAT IF) SUBLOAHS SHALL BE MADE FOR THE LOCAL CURRENCY LOAM USES. CONSIDSRATION SHOULD BE HaDE
PURPOSE OF F INANCING: TO NEGOTIATE A FIXID LIFE OF THIS ACCOUNT, OURING Wi GH
’ DEBT SERVICE REPAYRENTS BY IFIS WILL BE HAJE 10 THE
- QUOTE (A) PRODUCTIVE, PAIVATE ENTERPRISE {NVESTHENT ACCOUNT RATHER THAN TO OTHER HOST COUNTRY ACCOUNTS
WITHIN SUCH COUNTRY, INCLUDING SUCH INVESTMENT IN AFTER THE ACCOUNT 1S TERMINATED, DEBT SERVICE PAYMEN'S
PROJECTS CARRIED OUT BY COOPERATIVES, NONPROFIT VOLUNTARY WILL BE HAOE OIRECTLY TO THE COOPERATING COUNTRY,
ORGANIZATIONS, AND OTHER ENTITIES FOUND TO BE QUAL IFIED
BY THE PRESIDENT; - 8. SECTION 183, ALL THE SECTION 108 USES OF
REFLOWS ARE AVAILAELE WiTHGUT CHARGING AN APPROPRIAT O
" (B) PRIVATE ENTERPRISE FACILITIES FOR AIDING THE EXCEPT USE FOR PAYMENT OF U.3. OBLIGATIONS. SEE SE"!ON
UTILIZATION AND DISTRIBUTION, AND INCREASING THE 193 (0) (2} ANO (3'. THE TITLE | SALES AGREEMENTS
CONSUMPTION OF ANO MARKETS FOR, UNITED STATES CONTAINING PROVISIONS WHICH PROVIOE FOR SECT1OM
AGRICULTURAL COHMODITIES AND THE PRODUCTS THEREOF; OR 198-RELATED ACJOUNTS SHALL PROVIOE, TO THE EXTENT
PRACTICABLE, THAT THE U.S. SHALL BE ENTITLED, AT IT3 OWN
- {C) PRIVATE ENTERPRISE SUPPURT OF SELF-HELP MEASURES OPTION, TO-USE REFLOWS FOR ALL OF THE FOUR PURPOSES
AND PROJECTS. UNQUOTE AUTHORIZED BY THE STATUTE.
- THE IFI LOAN AGREEMENT SHALL REQUIRE AN IFl, 10 IX. SPECIAL STATUTORY PROVISIONS
THE HAXIHUN EXTENT FEASIBLE, TD GIVE PREFERENCE TO THE
FINANCING OF AGRICULTURAL RELATEO PRIVATE ENTERPRISE WITH A. PUBLICITY REQUIREMENTS. THE STATUTE COWTAIN:
THE. FUNDS PROVIDED UNOER THIS SECTION. TWO REFERENCES TO PUBLICITY: SECTION 108 (A} i2) AND
198 1(C) (7). THE FORMER PROVIDE3 THAT PRIOR TO LEMDIN THE
- SECTION 106 REFERS MORE GENERALLY TO QUOTE LOCAL CURRENCY, THE PRESIDENT JHALL TAKE SUCH STEPS .4
PRIVATE SECTOR OEVELOPMENT ACTIVITIES UNQUOTE WITHOUT ARE NECESSARY TO AZSURE THAT THE AVAILABILITY Of LOSul
REFERENCE TO A PREFERENCE FOR AGRICULTURAL PURPOSES. CURRENCIES TO FINANCIAL INTERMEOIARIES |S ADEQUATEL/
NIVERTHELESS, THE PERMISSIBLE PURPOSES OF SECTION 186 AND PUBLICIZEO WITHIN THE PURCHASING COUNTRY. GENERAL PELSS
GUIDANCE ON THE FOCD SECURITY ACT OF 1985 RELEASED 3" THE
198 SHALL BE READ TOGETHER AND READ BROAOLY TO INCLUDE A USG IN 1986 AND PUBLISHED BY THE FOREIGN PRESS WILL HLET
WIDE VARIETY OF LOAN PURPOSES AND A PREFERENCE FOR SOME OF THE REQUIREMENTS OF THIS SECTION. THE PREFEI'RED
AGRICULTURAL - RELATED ACTIVITIES. TO THE EXTENT METHOD FOR FURTHER COMPLIANCE IS TO MAKE THIS INFOKMATION
PRACTICABLE, SECTION 186 ANO 188 FUNDED {FI LOAN KNOWN N PRESS RELEASES WHICH ANNOUNCE THE EXECUTION UF
AGREEMENTS SHALL BE SIHILAR IN THEIR TERMS AND PURPOSES. THE TITLE | AGREEMENT CONTAINING PRIVATE ENTERPRISE

LENDING PROViSIONS.
- PROGRAHS OF IFI LENDING PROPOSED FOR SECTION 186

AND 108 HAY PERMIT LENDING FOR A BROAO, UNDIFFERENTIATED, - THE SECOND PUBLICITY PROVISION RELATES TO |
RANGE OF ELIGIBLE SUBLOAN PURPOSES OR MaY PROPOSE ONLY BORROWERS PUBLICIZ'NG THE WVAILABILITY OF LOCAL CURMJI'ICY
SPECIFIC LENDINSG PURPOSES, E.G., FOR SMALL 5CALE FARM RESOQURCES FOR THE PRIVATE SECTOR. 5TANDARO LANGUAGE K
ENTERPRISES OR SELF-HELP HOHE IHPROVEMENT LOANS. THE THE FORM OF LOAN AGREEMENT BETWEEN THE USG AND AN IF
PURPOSES OF THE LENDING PROGRAM SHALL BE CONSISTENT WITH CALLING FOR 1FIS TO PUBLI:Y FACTS ABOUT THE PROGRAM N
THE US DEVELOPHMENT PULICY IN THE RECIPIENT COUNTRY. LOCA. NEWSPAPERS WILL' ALLOW THIS REQUIREMENT TO BE (i 7.
- C. SUBLOAN TERHS. USG POLIGY IS THAT INTEREST - EFFORTS SHALL BE MAOE TD INCLUDE SiMILAR
RATES FOR PRIVATE BORROMERS SHOULD MOT BE LESS THAN PUBLICITY REQUIREMENTS IN SECTION 106 PROGRAMNS.
PREVAIL ING FREE MARKET INTEREST RATES OR A RATE WHICH
APPROXIMATES THE OPPORTUNITY COST OF CAPITAL IN THE B, HANDATORY CONVERSIONS OF LOCAL CURRENCY TO
INDIVIDUAL DEVELOPING COUNTRY. THE INTEREST RATE CHARGED DOLLARS., SECTION 193 (M), AS AHEMOED, PROVIDES THAT
TO THE SUBBORROWERS BY THE IF1 SHOULD CDVER COSTS OF FOREIGN CURRENCIES TO BE USED UNDER SECTION 188 QUOTI
LENDING IN A HANNER CONSISTENT WITH COMMERCIAL PRACTICE. ACQUIRED UNDER AN AGREEMENT FOR THE SALE OF COMMODIT ES
UNQUOTE BE CONVERTIBLE TO DOLLARS DURING THE PERIOD
b IN MAKY OF THE DEVELOPING COUNTRIES PREVAILING BEGINNING NOT LATER THAN 10 YEARS AFTER THE OATE OF “NE
RATES ARE ©ISTORTED BY LOW LEGAL GEILINGS ON INTEREST LAST DELIVERY OF COMMODITIES AND ENDING 1@ YEARS
RATES, OTHER DIRECT INTERVENTIONS IN THE LOCAL “APITAL THEREAFTER, THE SALES AGREEMENT SHALL ESTABLISH A
HARKET BY THE GOVERNMENT, OR INAPPROPRIATE FI5CuL AND SCHEDULE FOR THE CONVERSION. THE EXCHANGE RATE FOR ! nCH
CREDIT POLICIES. IN SUCH COUNTRIES, INTEREST “ATES TO BE CONVERSION SHALL BE THE HIGHEST RATE, YIELDING THE Mu4T
CHARGED TO PRIVATE ENTERPRISES SHOULD BE SET » THIN THE DOLLARS, APPLICABLE IN THE COOPERATING COUNTRY ON Tif
CONTEXT OF EFFORTS TO ENCOURAGE THE Gr,ERKMENT TO
PROGRESSIVELY REMOVE THE IMPECIHENTS TO A FREE CAPITAL DATE OF EACH CONVERSION
HATKET,
- STANPARD MEGOTIATING INSTRUCTIONS FOR T{TLE .
- D. OTHER TERMS. PROCUREMENT REGULATIONS APPLICABLE AGREEMEMYS VILL PROVICE THAT AN AHOUNT EQUAL TO THE
UNDER THE FOREIGN ASSISTANCE ACT ANG OTHER USG .TATUTES PRINCIPAL AMOUNT OF LOCAL CURRENCY INITIALLY DEPOSITIN IN
INCLUDING, BUT NOT LIMITED TO, RULES FOR COMPETITIVE THE SECTION 188 ACCOUNT SHALL BE SUBJECT TO THIS HD3”
PROCUREMENT AND THE QUGTE BUY AMERICA UNQUOTE PROYISIONS COUNTRY PROMISE OF CONVERTIBILITY, THIS SUM SHALL uI
ARE NOT APPLICABLE TO PRIVATE ZNTERPRISE PROCUREMENT WITH FIXED WHEN FULL INITIAL DEPOSIT INTO THE SECTION 103
US-OWNED CURRENCIES LOANED %Y IFIS. ACCOUNT HAS OCCURRED. IT IS INTENDED THAT THIS SUM W' LL
BE GRAQUALLY CONVERTED TO DOLLARS OVER A TIME PERION
Vil USE AND DISPOSITION OF IF! LOAN REPAYMENTS NEGOTIATED IN THE TITLE | SALES AGREEMENT AND REPATI ATED

TO THE €.C.C. N ITS REQUEST FOR A SECTION 138 PROGENA,
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THE COUNTRY TEAM SHALL PROPOSE TERNS FOR THIS CONVERSION
AND RECEIVE INSTRUCTIONS FROM FHE INTERAGENCY GROUP.

- Td)S SECTION 188 COMVERSION RIGHT SHALL BE IN
ADDITION TO ALL OTHER CONVERSION RIGHTS OTHERWISE
AVAILABLE TO THE USG IN THE RESPECTIVE COOPERATING
COUNTRIES,

- C. COMPETITION WITH U,S. AGRICULTURAL COMMODITIES
IN VORLD MARKETS. SECTION 1D6(B) (4) {B) AND 3SECTION
1088 (C} (5) OPERATE TO PROMIBIT 3SUBLOANS WICH WOULD
PROMOTE THE PRODUCTION OF COMMODITIES OR THE PRODUCTS
THEREOF THAT THE PRESIDENT DETERHINES WILL COMPETE IN
WORLD MARKETS WITH SIMILAR ITENS PRODUCED [N THE U.S.
THIS REQUIREMENT IS OPERABLE ONLY WITH RESPECT TO
EXPORTS, NOT LOCAL CONSUMPTION. FOR PROPOSED IF|
SUBLOANS INVOLVING AGRICULTURAL E£XPORTS THE (Fi LOAN
AGREEMENTS SHALL REQUIRE THE PRIOR APPROVAL OF A
DESIGNATED U.S. OFFICIAL.

- D. HOST COUN/RY GUARANTEES. SECTION 148 iC) (6}
PROVIDES THAT THE PRESIDENT HAY NOT REQUIRE A DEVELOPING
COUNTRY TO GUARANTY AN [F1°S REPAYMENT OF A SECTION 108
LOAN, THE USG SHALL TAKE THE CREDIT RISK ON EACH IFI
LOAN,

€. AGRICULTURAL TECHNICAL ASSISTANCE AND FOREIGN
MARKET DEVELOPMENT. SECTION 188 D) (2) (8), RE-USE OF
REFLOWS ON CURRENCIES REPAID BY IFIS, CALLS FOR THE USE
OF LOCAL CURRENCY TD DEVELOP NEW MARKETS FOR U.S.
AGRICULTURAL COMMODITIES,

SECTION 188 (F) ALSO ALLOWS THE PRESIDENT TO
PROVIDE QUOTE AGRICULTURAL TECHMICAL ASSISTANCE UNQUOTE
TO FURTHER THE PURPOSES OF SECTION 183, INCLUDING THE
FUNDING OF MARKET DEVELOPHENT ACTIVITIES. TO THE MAXINUM
EXTENT PRACTICABLE, AT LEAST S PERCENT OF THE SECTION 188

DESIGNATED LOCAL CURRENCIES SHALL BE USED TD CARRY OUT
SUCH ASSISTANCE.

X, REPORTS AUOIT AND F[NANCIAL MANAGEMENT

- A, REPORTS. SECTION 188 (E) (2} CALLS FOR REPORTS TO
BE SUBNITTED 8Y THE PRESIDENT TO THE CONGRESS 188 DAYS
AFTER THE CLOSE OF EACH FISCAL YEAR. TH!S REPORT SHALL
BE PART OF THE PL 488 ANNUAL REPORT TO THE CONARESS.
GUIDANCE ON HOW THIS DATA S TO BE SUKMARIZED AND
REPORTED WILL BE SUPPLIED LATER

- B. AUDIT, LOAN AND GRANT AGREEMENTS WITH IFIS
#ORNS FOR SUCH AGREEMENTS 70 BE SUPPLIED LATER) WilLL
CONTAIN NORMAL USG AUDIT PROVISIONS ALLOWING USG AUDITORS
TO CARRY-OUT THEIR NORMAL FUNCTIONS., IN ABDITION, EACH
AGREEMENT WILL REQUIRE THE IF1°S OWN INDEPENDENT AUD)TORS
TO AUDIT EACH SECTION 108 LOAN AND REQUIRE THE RESULTS Of
SUCH ANNUAL AUDITS TO BE ROUTINELY FORWARDED TO THE
ADMINISTERING AGENCY

C. FINANCIAL MANAGEMENT, FINANCIAL MANAGEMENT
SERVICES FOR SECTION 108 LOANS AND GRANTS SHALL BE
PROVIDED TO THE COHMMODITY CREDIT CQRPORAT!ON BY AID IN
ACCORDANCE WITH PROCEDURES MUTUALLY SREED UPON BY THE
FOOD AID SUBCOMMITTEE, END TEXT. SHULTZ

UNCLASS IFIED

0UTGO ING
TELEGRAM



UNGLASSIFIED
Departm.ent of State

314 01383S AIDBBSI

PAGE 81 OF 06
ORIGIN AID-DO0

STATE 259314

INFO HED-01 /001 Ab

ORIGIN OFFICE  GC-81

INFO AFCO-82 AFEA-03 AFSA-B) AFFW-04 AFCW-83 AFDP-86 SEOP-0I
FPA-D2 ANOP-03 ANPD-0S GCAN-B2 AFPD-84 SERP-01 LACE-03
LASA-03 LACO-01 LAOP-8¢ LAGR-33 AFTR-05 FVA-D1 SEC3-02
0FDA-02 AMAQ-01 SETH-81 PPEH-02 1G-01 GCAF-B1 GCLA-0J
GCFL-B1 ANMS-01 PSC-03 1GA-B1 IGM-94 1GPP-02 ANTR-0§
STAG-82 STPO-01 SAST-01 FFP-839 [GI1-04 AFDA-U2 ES-D1
AGRI-81 ANHE-DI OMB-02 OPIC-18 TRSY-85 RELO-0! LACA-g3
AFHR-03  ANEA-U2 ANEG-B2 AN3A-02 AGEE-31 /146 A@

INFO LOG-f9  AF-08  E8-08  HWEA-07  ARA-86 EAP-00 /015 R

DRAFTED EY: AID/GC/PRE:HKITAY: T

APPROVED BY: A410/AA/FV. FFP: JBLOCK

OHB:RBOSTICK TREASURY: RZECHTER

USDA/FAS: HCHANBL | S§ USDA: CPOPE

STATE/EB/FPG: PBRUCE OPIC/D: GTWEST

AID/AR/PPC: BSEVER: AID/ES: GKJOE
------------------ 283673 1822371 /38

R 1822251 AUG 86

FM SECTTATE WaSHOC

T0 AHENBASSY ACCRA

AMEMBASSY CONAKRY

AMEMBASSY NA|ROBI

AMEMBASSY MONROVIA

AMEMBASSY ANTANAKARIVO

AMEMBASSY MAPUTO

AMEHBASSY DAKAR

AHEMBASSY FREETOWN

AMEHBASSY MOGAD ISHU

AHEMBASSY KHARTOUM

RHEMBASSY HINGHASA

ANEMBASY LUSaKA

AMEMBA .Y ABIUJAN

AMEMBA'ISY YAQUMOE

AMEMBASSY DHAKA

AHEMBASSY CAIRO

AMEMBASSY JAKARTA

AMEMBASSY BAMAKO

AMEMBASSY RABAT

AMEMBASSY MANILA

AKEMBASSY 1SLAMABAO

AMEMBASSY COLOMBO

ANEHBASSY TUNIS

AHEMBASSY SANAA

AMEMBAS.i LA PAL

AMEMBASSY SAN JOSE

AMEMBASSY SANTO OOHINGO

AMEMBASSY QUITO

AMEMBASSY GEORGETOWN

AMEMBASSY SAN SALVADOR

AMEMBASSY GUATEMALA

AMEHBASSY PORT AU PRINCE

ANEMBASSY TEGUCIGALPA

ANEMBASSY KINGSTON

AMEMBASSY LIMA

AMEMBASSY MBABANE

UNCLAS STATE 258114

AIDAC

E.D. 12356: N/A

TAGS:

SUBJECT: PL 488, TITLE 1 SECTION 186/108 GUIDELINES ON

LOCAL CURRENCY LENOING FOR PRIVATE ENTERPRISE

UNGLASS [FIED

QUTGOING
TELEGRAM

STATE 259314 A1) 013835
REF: STATE 1un038

1. THE FOLLOWING REVICED GUIDELINES, APFROVED 3Y [H

FOOD AtD SUBCOMMITTEE OF THE OCC, AKE BALED WPOW Fill.)
COMMENTS TO REFTEL AND COMMENTS FROM OTHER INTERESI:)
ORGAKIZATIONS. THE REVISIONS TO THE GUIRELINES TO:l 4¢R
VITH FURTHER E<PLANATORY INFORMATION TO BE SENT SE'" . IN
THE FORN OF QULSTIONS ND ANCWERS WILL HELP WITH 44 )7
THE QUESTICNS “URROUNDING THE SUBJECT. MO DOUBT 7 IR 42R
GUIDANCE WILL BE NEEDED FROM TIME TO TIME. HOWEVELD "4:
FIELD I35 GIVEN BROAD AUTHORITY IN THE GUIOELINEZ T) 5T,
2. THE APPROVED GUIDEL INES ARE AS FOLLOVS.

GUIDEL INES

FOR

SALES FOR LOCAL CURREKCICS

PRIVATE ENTERPRISE PROMOTION

UNDER PL 488 TITLE |

AUGUST 1, 1986
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A, ELIGIBLE SUBBORKOWERS......... eereees IR
i. ELIGIBLE SUBLOAN PURPOZES...........00vuunnenn veeean
é. SUBLOAN TERHS. ..0uuvneinnieinierenntennrnnennnenn.
B. OTHER TERMS. .....iieieiiinriniireannnrnnsreoennsnns

VIII. USE AND DISPOLITION OF IFI LOAN REPAYMENTS........
A SECTION 186, ...\ .uisuiiiiiiiineiiennnenssrnnnnanenns
;. SECTION 108,........... L T S
IX. SPECIAL STATUTORY PROVISIONS. .vevvvuernrernennonnnns
A PUBLICITY REQUIREMENTS. .uuiurennrennarenneenransnsas
i. MANDATORY CONQESSIONS OF LOCAL CURRENCY TD DOLLARS..
C. COMPETITION WITH U.S. COMMODITIES IN WORLD MARKETS,.

0. HOST COUNTRY GUARANTIES ......... Ceesiaeens PRI

1. INTRODUCTION AKD SUHMARY
- ON DECEMBER 23, 1985, THE PRESIDENT SIGNED INTO LAW

H.R. 2108, THE FOOD SECURITY ACT OF 1985 (THE QUOTE ACT
UNQUOTE} IPL 98-198). SECTION 1111 OF THE ACT, TITLED
QUOTE SALES FOR LOCKL CURRENCY; PRIVATE ENTERPRISE
PROMOT |ON UNQUOTE, CONTA'NS A NUMBER OF AMEHDMENTS TO
TITLE |, PL 280. THESE 4MENDMENTS ARE VIEWED 8Y THE
EXECUTIVE BRKNCH AS A HAJOFR INITIETIVE TO STIHULATE
PRIVATE ENTERPRISE IN DEVELOPING COUNTR!ES TO PROMOTE
ECONOHIC GROWTH AND DEVELOPMENT. SECTION 1111 CREATES AN
INNOVATIVE PROGRAM THAT GOES BEYOND NORMAL PL 480
OPERATIONS AND PROVIDES HEW RESOURCES FOR SUPPORT OF
PRIVATE SECTOR ACTIVITIES NOT CURRENTLY BENEF ITTING FRON
USG RESOURCES.

- THE AMENDMENTS TO TITLE | OF PL 488, ARE DESCRIBED
IN DETAIL BELOV. THE PURPOSE OF THESE GUIDEL INES IS TO
DESCRIBE THE POLICIES AND PROCEDURES WHICH WILL BE USED
BY THE EXECUTIVE BRANCH TO IMPLEMENT THESE AMENDNENTS.

AS NE GAIN EXPERIENCE WITH THIS PROGRAM, THESE GUIDELINES
WILL BE RHENDED AND CLARIFIED.

I, THE AMENDHENTS

- A, GENERAL DESCRIPTION. SECLTION 1111 OF THE ACT-
AMENDS PL 480 TITLE | BY (A} DIRECTING THAT CERTAIN
AMOUNTS OF TITLE | COMMODITIES EACH YEAR SHALL BE SOLD
FOR LOCAL CURRENCY, AND (B) REQUIRING THAT SUCH LOCAL
CURRENCY BE USED, WITHDUT FURTHER APPROPRIATIONS, FOR
PRIVATE ENTERPRISE LENDING IN DEVELOPING COUNTRIES.
ALSO, SECTION 186 1S AMENDED TO PROVIOE THAT HOST
COUNTRY-OWNED LOCAL CURRENCY GENERATED IN CUSTOMARY
TITLE | SALES OX DOLLAR CREDIT TERMS BE JOINTLY
PROGRAMMED FOR THE CAME PURPOSES

- ALL SUCH LDANS ARE TO BE MADE AND NEPAID N LOCAL
CURRENCY AND SHALL BE MADE TO INTERHEDIATE FINANCIAL
INSTITUTIONS (IFIS) IN THE DEVELOPING COUNTRIES. THE
IFIS, IN TURN, WILL RELEND THE LOCAL CURRENCY TO ELIGIBLE
PRIVATELY-OWNED ENTERPRISES OR PRIVATE CITIZENS FOR

UHCLASS IF I1ED
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CERTAIN PRIVATE ENTERPRISE FROJECTL OR WCTIVITIES. ‘UHNES
LOANED BY §FIL WRI' HDT TO Bf USEL TO FINANCE 3TATE-D/HED
OR PUBLIC SECTOR ENTIRPRISEL. NUR ARE iHE RESOURCE: 10
BE DIRECTED TO ENTERPRISES THAT PRODUCE AGRICUL TURE
PRODUCTS IN COHPETIFION WITh U, 5. FRODUCTS,

- THE STATUTE SEPARATES THE LOCAL CURRENCY LENDIN;
AUTHORITIES 11MTO WO CATEGORIES: (A) PL 430, SECTIAN
186, WHICH DEALS WITH HOST COUNTRY-OWUNED LOCAL CURRZILY
GENERATED FROM THE COUNTRY'S RESALE OF TITLE |
COMMODITIES, AND (B} PL 430, SECTION 108, APPLYING T)

LOCAL CURRENCY RECEIYEQ BY THE U.S. IN FULL OR PART
PAYHENT FOR THE TITEE | SALE AND DEPOSITED TO AN INT:FEST
EARMING U, S.OMNED FT) ACCOUNT, N CASH, WHEN OR SHALYLY
AFTER THE TITLE | COMMODITIES ARE DEL1IVERED.

FOR EACH OF THE FISCAL YEARS 1386 THROUGH 1998, [hE
PRESIOENT IS ENCDURAGED TO CHANNEL LOCAL CURRENCIES, #
AN AMOUNT EQUIVALEN. TO A TOTAL OF 29 PERCENT OF THE
VALUE OF TITLE | COMMODITIES, FOR PRIVATE SECTOR LENDING
UNDER SECTIONS 186 AND 103, TO THE EXTENT THAT THERE #RE
APPROPRIATE PROPOSALS FOR SUCH USE, THE STATUTE MANINTES
THAT AT LEAST 18 PERCENT OF THE ANNUAL VALUE OF TIT.: |
COMMODITIES SHALL BE SOLD FOR LOCAL CURRENCY FOR PRI /1TE
SECTOR LENDING UNOER SECTION 108.

IN PROVIDING FOR THESE NEW AUTHORITIES, THE
CONFERENCE REPORT RECOGNIZET THE WILL OF CONGRESS T2
DIRECT FOREIGH ASSISTANCE MORE TOWARD THE PRIVATE
SECTOR. FURTHERMORE, THE COMFEREES STATE THAT THEY
INTEND TO JUDGE THE PEJFORMAMCE OF THE AOMINISTRATION OF
THESE AUTHORITIES ON THE QUALITY OF INVESTHENTS MADZ
UNDER THE PROGRAM, AHD NOT UPON THE VOLUME OF FUNDS
DIRECTED TO IFI3. THE CONFEREES STATE THAT THEY INT:ND
THAT THE PERFORMANCE OF THESE AMD OTHER PROGRANS WIT!
HANOATORY MINIMUMZ OF TARGE'S BE E;AMINED THORCUGHL -
OURING THE NELT RCAUTHCRIZATION OF PL 430 IN 1990.

B. HOST COUNTRYOWHED LOCAL CURRENCIES {SECTION .16}

- SECTION 187 °F PL 483 PROVIDES FOR PRIVATE
ENTERPRISE PROMOTION ACTIVITIES UNOER SALES OF
AGRICULTURAL COMHODITIES FOR DOLLARS ON CREDIT TERMS
LOCAL CURRENCY PROCEEDS FROM THE SALES OF THESE
COMMODITIES ARE PLACED !! QUOTE JOINTLY PROGRAMMED
ACCOUNTS UHQUOTE AND /i 7. AFTER LOANED TO IFIS FOR
RELENDING TO . . !1BLE PRIVATE ENTERPRISES. IN THE 3\GE
OF A COOPERATIv' "¢ PRIVATE AND VOLUNTARY ORGANIZATI )N,
LOCAL CURRENCY PROCEEDS MAY BE GRANTED TO GZFRAY THE
STARTUP COSTS OF BECOMING A FINANCIAL INTERMEDIARY,

- C. U.S.-OWNED LOCAL CURRENCIES (SECTION 188)

- UKD SECTION 108, THE MAJOR PORTION OF THI: NEW
!ﬂ!TIATIVE, THE PRESIDENT §S AUTHORIZED TO ENTER INT)
AUREEMENTS FOR THE SALE OF TITLF | COMMODITIES FOR L )CAL
CURRENCIES. THE LOCAL CURRENCIES SHALL BE PAID INTO 4
U.S.OWNED (FT) DEPOSITORY ACCOUNT. THEREAFTER,
DISBURSEHENTS FROM THIS ACCOUNT SHALL BE MADE 10 IF);
PURSUANT TO THE TERMS OF LOAN AGREEMENTS BETWEEN THE (.,
AND IFIS.

- FOR EACH OF FISCAL YEARS 1986 THROUGH 1999, THE
ACT PROVIDES THAT NO LESS THAN 10 PERCENT OF THE
AGGREGATE VALUE OF PL 48@ TITLE | CONMODITIES SHALL 't
SOLD FOR LOCAL CURRENCY FOR SECTION 1g8 PURPOSES,
PROVIDED THAT THIS REQUIREMENT MAY BE WAIVED IN ANY /EaR
IN WHICH MEETING THE MINIMUM WOULD RESULT IN A
SIGNIFICANT REDUCTION IN THE VOLUME OF COMMOO!TIES
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1S ESTABLISHED IN A COUNTRY, SEPARATE LOAN AGREEHENTS,
CONTRACTS, AND GRANT AGRLEMENTS ARE REQUIRED BY LAW T0
OBLIGATE THE U.S5.-OWNED CURRENCIES FOR SECTION 108
PURPOSES. AID, 4ND AS iPPROPRIATE, OPIC SHALL BE THE
IMPLEMENTING AGENCIES FOR LOANS AND GRANTS TO iFIS.
USDA, USING NORMAL CONTRACTING PROCEDURES, SHALL BE THE
IMPLEMENTING AGENCY FOR TECHNICAL ASSISTANCE ACTIVITIES
TO INCREASE MARKETS FOR U.S. AGRICULTURAL COMMOD!TIES.

- 8. HETHOD FOR ROST COUNTRY DEPNSITS OF LOCAL
CURRENCY INTO THE SECTION 103 USG-OWNED ACCOUNT. THE
TITLE 1 AGREEMENT PAYNEHT TERMS MAY BE EXPRESSED IN LOCAL
CURRENCY TERMS, OR IN A COMBINATION OF DOLLAR CREDIT AND
LOCAL CURRENCY TERMS. 1IN THE LATTER CASE, A SPECIFIED
PORTION OF THE COMMOOITIES SHALL BE PURCHASED FOR DOLLARS
ON CREDIT TERMS AND A PO" " ON :HALL BE PURCHASED FOR
LOCAL CURRENCY ON CASH TERMS. THE LOCAL CURRENCY SHALL
BE PAYABLE WITHIN ONE HUNORED TWENTY (120) 0AYS AFTER THE
DATE OF DISBURSEMEFT BY THE U.3. BANK TO THE US EXPORTER
{F.E. APPROXIMATELY 120 OAYS AFTER OELIVERY OF THE
COMMODITIES TO VESSELS AT U.S. PORTS WHEN TITLE-SKIFTS TO
THE [MPORTING COUNTRY.) THE LOCAL CURRENCIES SHALL BE
DEPOSITED IN INTEREST EARNING BAMK ACCOUNTS,

C. DEPOSIT INTO A SECTION 186 (COUNTRY - OWNED

ACCOUNT. PREFERABLY, THE SECTION 106 ACCOUNT Will BE A
SEPARATE ACCOUNT. HOWEVER, THE IPG MAY PERMIT SECTION
186 FUKOS TO BE COMMINGLED WITH OTHER SELF-HELP FUNDS
ANO/OR HANDLED IN ACCORDANCE WITH LOCAL CUSTOM FOR THE
DEPOSIT OF PL 483 COUNTERPART FUNDS. PROVISION SHALL BE
MADE 7O SECURE AUOIT REPORTS ON THE USE OF SECTION 136
FUNDS.

’
Vi. ELIGIBLE INTERMEDIATE FINANCIAL (NSTITUTIONS (IFIS)
AND LOAN TERMS

THESE GUIDELINES aRE AFPLICABLE EAUALLY 10 SECTION
186 ANO SECTION 188 LENDING PROGRAMS UNLESS OTHERWiSE
INDICATED.

- A. ELIGIBLE 1FIS. AN ELIGIBLE IFI IS A BANK,
FINANCIAL INSTITUTION, COOPERATIVE, NONPROFIT VOLUNTARY
AGENCY, OR OTHER ORGANIZATION DETERMINED BY THE PRESIDENT
TO HAVE T.E CAPABILITY TO MAKE AND SERVICE A LOAN IN
ACCORDANCE WITH THIS STATUTE. NON BANK FINANCIAL
INSTITUTIONS SUCH AS EXPORT FINANCE COMPANIES ALSO MAY BE
INCLUDEO AT THE DISCRETION OF THE IPG. INDIGENOUS PVO'S
AND CO-OPS MAY BE ELIGIBLE IFI'S

HALL BE LOCATED IN OR OPERATE IN THE
HOST COUNTRY. IT SHALL BE ORGANIZED UNDER THE LAWS oF
THE HOST COUNTRY, OR IF ORGANIZED ELSEWHERE, BE DULY
LICENSED TO OPERATE WITHIN THE HOST COUNTRY. THE IF)
SHALL HAVE FULL LEGAL AUTHORITY TO BORROW FROH THE USG
(AS WELL AS FROM TKE HOST GOVERHMENT UNDER SECTION 196)
AND ENGAGE IN RELENDING AS CONTEHMPLATED.

- GENERALLY, (EXCEPT FOR CERTAIN PRIVATE AND
VOLUNTARY ORGANIZATIONS ANU COOPERATIVE PROPOSALS
ENCOURAGED UNDER THE STATUTE) IFIS SHALL BE SOUND, GOING,
FINANCIAL CONCERNS, WITH A HISTORY OF STABILITY

FINANCIAL STRENGTH, AND EXPERIENCE. THE SELECTION OF A
SPECIFIC IF) SHALL BE BASED UPON A CONCLUSION THAT IN THE
EVENT OF A DEFAULT, THE US WOULD BE ABLE TO COMMENCE
LEGAL ACTION FOR DAMAGES AND COLLECT UPON ANY JUDGEMENT
RENDERED IN FAVOR OF THE U, S

FOR SECTION 106 LENDING PURPOSES ONLY, STRONG
PREFERENCE SHALL BE GIVEN TO WHOLLY PRIVATELY-OMNED AND
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CONTROLLED 1FIS WiOCL OWMERSHIP 15 SUBSTANTIALLY Ih 1€
CONTEOL OF NATIONALS OR FIRMS OF THE COCPERATING CCUN:RY,
THE U.S., OR OFHER FRIENOLY LES:-DEVELOPED COUNTRIEL,
WHERE THERE 1S A CHOICE, THE USu AND YHE COOPLEATIMG
COUNTRY SHOULD SELECT PRIVATE SECTOR IF15, THE
IMPLEMENTING AGERCY SHALL ASSURE THAT NOTWITHSTANOING THE
PUBLIC SECTOR OWNERSHIP OF THE IFI, ITS LENDING
ACTIVITIES ARE CONDUCTED ON PRIVATE MARKET BASED
PRINCIPLES.

- HOKEVER FOR SECTION 103 LENDING PURPOSES, !7 1S
EXECUTIVE BRANCH POLICY THAT ONLY PRIVATELY-OWHED IF .5,
WITH NO PUBLIC SECTOR OWNERSHIP, SHALL BE ELIGIBLE TO
RECEIVE 1.0ANS,

- B. LOAN TERHS TO IFIS. IN LOAN AGREEMENTS BETWIEN
THE USG AKD IFIS, THE INTEREST RATE CHARGED 1FIS FCR BOTH
SECTION 186 AND SECTION 103 SHOULD NORHALLY APPRONIFA“E
THE COST OF OBTAINING LENDARLE KESOURCES OF COMPARWBLL
HATURITICS FROM THE FREE PRIVATE CAPITA! MARKET IN THL
INOIVIDUAL COOPERATIMG COUNTRY. IF INTEREST RATES WiTHIN
THAT £7NTRY A" HELD DOWH ARTIFiCIALLY BY GOVERNMENT
POLICIES, THE PATE CHARGED THE IFIS SHOULD BE SET VITHIN
THE CONTEXT OF US (FFORTS TO ENCOURAGE OVERALL POLICY
REFORHS.

- WHILE THE STATUTE PERMITS LOWER INTEREST FATES
TO BE CHARGED PRIVATE AND VOLUNTARY ORGANIZATIONS M
COOPERATEVES FOR STARTUP COSIS OF BECOMING IFIS, 17 3

EXECUTIVE BRANCH POLICY TO PROVIOE LOCAL CURRENCY FOR
THESE PURPOSES ON A GRANT B8ASIS

- ALL USG LOANS TO IFIS SHALL TRANSFER THE fFULL
CREDIT RISK TO THE 1FI, THE USG SHALL NOT SHARE TkE
CREDIT RISK OF IFI SUBLOANS.

- THE MAXtAUM LOAN MATURITY TO IN IFI IHALL B¢
NEGOTIABLE. EFFORTS SHALL BE MADE HOWSVER TO MAKE L OAN
HATURITIES CONFORM TO LOCAL CREDIT MARKET CONDITIOMS.

- THE IHPLEMENTING AGENCIES SHALL NEGOTIATE LOAN
TERMS WITH IFIS SUBJECT TO THESE GUIDELINES AND POL.C ES
SET BY THE IPG. FIXED OR FLOATING RATE TERMS ARE
ACCEPTABLE, SUBJECT TO LOCAL MARKET CONDITJONS.

C. FORH OF LDAN AND GRANT AGREEMENTS. SAMPLE LOAN
AND GRANT AGREEMENTS BETWEEN THE USG AND IFIS SHALL BE
SUPPLIED TOGETHER WITH ANNOTATIONS INDICATING WHICH
CLAUSES ARE MANDATORY. LOAN AGREEMENTS BETWEEM IFIS AND
SURBORROWERS SHALL FOLLOW THE |'1°S STANDARD PRACTICE.

VIl ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERMS

- A. ELIGIBLE SUBBORROWERS. SUBBORROWERS MAY EE
INDIVIDUALS, PRIVATE AND VOLUNTARY ORGANIZATIOMS
COOPERATIVES, CORPORATIONS, OR OTHER ERTITIES FORMED DR
OPERAT ING SUBSTANTIALLY WITHIN THE COOPERATING COUATRY,

- (A)  MATIONALITY. TO BE ELIGIBLE TO RECEIVE ¢
SUBLOAN FROH AN IFI, AN INOIVIDUAL SHALL BE A MNATICNAL OF
THE COOPERATING COUAT®Y OR OF ANY OTHER FRIENDLY LESS
DEVELOPED COUMTRY. FIRMS OR OTHER ENTITIES AS
SUBBORROWERS MUST BE OWNED DIRECTLY OR INDIRECTLY EY
FIRMS OR NATIONALS OF THE COOPERATING COUNTRY OR THOLL OF
ANY OTHER COUNTRY ELIGIBLE FOR TITLE | SALES; PROVIDED
THAT UP TO 49 PERCENT OF SUCH OWNERSHIP MAY BE HELC RV
CITIZENS OF THE U.S.; AND PROVIOED FURTHER THAT IF
OWNERSNIP IS HELD BY NATIONALS OF THIRD COUNTRIES,
SUBSTANTIAL OWHERGHIP AND CONTROL SHALL BE VESTED (N

A10885)
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NATIONALS OF FRIENDLY LESS DEVELOPED COUNTRIES., THE LOaN
AGREEHENT WITH 1FIS SHALL REQUIRE THE IFI TO ASSURE THE
ELIGIBILITY OF SUBBURROWERS,

- B) PRIVATE SECTOR. SUBBORRONERS SHALL WOT BE
OWNED OR CONTROLLED, [N WHOLE OR IN PART, BY THE PUBLIC
SECTOR OR BY ANY GOVERKHENTAL DIVISION, AUTHORITY, OR

SUBDIVISION Or T:T COOPERATING COUNTRY. INTERNATIONAL
ORGAKIZATIONS, HUNICIPAL AUTHORITIES, PARASTATALS OR
OTHER ENTITIES HOT WHOLLY OVNED AND CONTROLLED BY PRIVATE
FIRHS OR INDIVIDUALS ARE NOT ELIGIBLE SUBBORROVERS. THE
STATUTE IS CLEAR IN ITS INTCNTION THAT THE SUBLOANS BE
HADE TO WHOLLY PRIVATE FIRMS ANO INBIVIDUALS, NOT SUBJECT
TO GOVERNMENT CONTROL.

B, ELIGIBLE SUBLOAN PURPOSES, THE STATUTE (SECTION
108) PROVIDES THAT IF1 SUBLOANS SHALL BE MADE FOR THE
PURPOSE OF FINANCING

- QUOTE (A} PRODUCTIVE, PRIVATE ENTERPRISE |NVESTMENT
WITHIH SUCH COUNTRY, INCLUOING SUCH INVESTHENT N
PROJECTS CARRIEO OUT BY COOPERATIVES, NOMPROF{T VOLUNTARY
ORGANIZATIONS, ANO OTHER EMTITIES FOUND TO BE QUALIFIED
BY THE PRESIDENT;

() PRIVATE ENTERPRISE FACILITIES FOR AIDING THE
UTILIZATION ANO DISTRIBUTION, AND INCREASING THE
CONSUMPTION OF ANO MARKETS FOR, UNITED STATES
AGRICULTURAL COHMOUITIES AND THE PRODUCTS THEREOF; OR

- (C) PRIVATE ENTERPRISE SUPPORT OF SELF-HELP
MEASURES AND PROJECTS. UNQUOTE

* THE IF) LOAN AGREEMENT SHALL REQUIRE AN IFI, TO
THE MAXIMUM EXTENT FEASIBLE, TO GIVE PREFERENCE TO THE
FINANCING OF AGRICULTURAL RELATEQ PRIVATE ENTERPRISE WiTH
THE FUNDS PROVIOED UNDER THIS SECTION

SECTION 126 REFERS MORE GENERALLY TO QUOTE
PRIVATE SECTOR DEVELOPMENT ACTIVITIES UNQUOTE WITHOUT
REFERENCE TO A PREFERENCE FOR AGRICULTURAL PURPOSES
NEVERTHELESS, AS A MATTER OF POLICY, THE PERMISS!BLE
PURPOSES OF SECTION 186 AND 198 SHALL BE READ TOGETHER
AND READ BROADLY TO INCLUDE A WIDE VARIETY OF LOAN
PURPOSES AND A PREFERENCE FOR AGRICULTURAL RELATED
ACTIVITIES. TO THE EXTENT PRACTICABLE, SECTION 106 A4D
128 FUNDED IFI LOAN AGREEMENTS SHALL BE SIMILAR IN THEIR
TERNS AND PURPOSES.

C. SUBLOAN TERMS. USG POLICY IS THAT INTEREST
RATES FOR PRIVATE JORROWERS SHOULD NOT BE LESS THAN
PREVAILING FREE MARKET INTEREST RATES OR A RATE WHICH
APPROXIMATES THE OPPORTUNITY COST OF CAPITAL IN THE
INCIVIDUAL DEVELOPING COUNTRY. THE INTEREST RATE CHARGED
TO THE SUBRORROWERS BY THE IF ! SHOULD COVER COSTS OF
LENDING IN A MANNEH CONSISTENT WITH COMHERCIAL PRACTICE.

- IN MANY OF THE OEVELOPING COUNTRIES PREVAIL ING
RATES ARE OISTORTED BY LOW LEGAL CEILINGS ON INTEREST
RATES, OTHER DIRECT INTERVENTIONS IN THE LOCAL CAPITAL
MARKET BY THE GOVERNMENT, OR INAPPROPRIATE FI1SCAL ANO
CREDIT POLICIES, N SUCH COUNTRIES, INTEREST RATES TO BE
CHARGED TO PRIVATE ENTERPRISES SHOULD BE SET WITHIN THE
CONTEXT OF EFFORTS TO ENCOURAGE THE GOVERNMENT TO
PROGRESSIVELY REMOVE THE IMPEDIMENTS TO A FREE CAPITAL
MARKET,

- 0. OTHER TERMS. PROCUREMENT REGULZ(IONS APPLICABLE

UNGER THE FOREIGN ASSISTANCE ACT AND OTHER USG STATUTES
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INCLUDING, BUT NOT t:nITED 10, RULES FOR COMPETITIVE
PROCURTHENT AMD THL 4UOTE BUY AHERICA UNQUOTE PROVISIONS
ARE NOT SPPLICABLE T0 PRIVATE ENTERPRISE PROCUREHENT MITh
US-OWNED CURRENCIES 1DANEQ BY IFIS,

Vil USE AND DISPOSITION OF IF1 LOAN REPAYMENTS

- A SECTICN 186. THE TITLE | SALES AGREEMENT Wifl
PROVIDE FOn A JOINTLY PROGRAKHED ACCOUNT FOR SECTIOR 1.u6
LOCAL CURRENCY LOAS SES. CONSIDERATION SHOULD BE HALE
TO NEGOTIATE & FIXID LIFE OF THIS ACCOUNT, DURING WHICGH
DEBT SERVICE REPAYRERTS BY IFI5 WILL BE MAOE TO THE
ACCOUNT RATHER THAX TO OTHER HOST COUNTRY ACCOUNTS

AFTER THE ACCOUNT 1S TERMINATED, DEBT SERVICE PAYMENIS
WILL BE MADE DIRECTLY TO THE COOPERATING COUNTRY.

- B. SECTION 188. ALL THE SECTION 188 USES OF
REFLOWS ARE AVAILABLE WITHOUT CHARGING AN APPROPRIATION
EXCEPT USE FOR PAYMEAT OF U.S. OBLIGATIONS. SEE SECIION
196 0} (2) AND (3}. THE TITLE 1 SALES AGRECMENTS
CONT*'NING PROVISIONS WHICH PROVIOE FOR SECTION
198-RELATED ACCOUNTS SHALL PROVIOE, TO THE EXTEAT
PRACTICABLE, THAT THE U.S. SHALL BE ENTITLED, AT ITS OUN
OPTION, TO USE REFLOWS FOR ALL OF THE FOUR PURPOSES
AUTHORIZED BY THE STATUTE. BECAUSE OF THE NEEO FOR SOME
CENTRAL BUDGET CONTROL, THE FOOD AiD SUBCOMMITTEE SHALL
ALLOCATE LOCAL CURRENCY REFLOWS TO POTEMTIALLY COMPET: NG
REQUESTS FOR SUCH CURRENCIES. ANNUAL FIELD REQUESTS FOR

SECTION 188 AUTHORITY SHALL INCLUDE, AS APPROPRIATE,
REQUESTS FOR THE REUSE OF REFLOWS

IX. SPECIAL STATUTORY PROVISIONS

- A.  PUBLICITY REQUIREMENTS. THE STATUTE CONTAI (S
TWO REFERENCES TO PUBLICITY: SECTION 188 (A) i2) AND

188 (C) (7). TKE FORMER PRCVIDES YHAT PRIOR 70 LENDIY; THE
LOCAL CURREMC, THE FRESIDENT SHALL T4KE SUCH STEPS \&
ARE NECESSARY TO ASSURE THAT THE AVAILABILITY OF LOCA
CURRENCIES TO FINANCIAL INTERMEOIARIES IS ADEQUATELY
PUBLICIZED WITHIK THE PURCHASING COUNTRY. GENERAL PIE3S
GUIDANCE ON THE FOOD SECURITY ACT OF 1985 RELEASED 8/ THE
USG N 1986 AND PUBLISHED BY THE FOREIGN PRESS WILL 4EET
SOME OF THE REQUIREMENTS OF THIS SECTION. THE PREFEIRED
HETHOD FOR FURTHER COMPLIANCE IS TO MAKE THIS INFORMAYION
KNOWN IN PRESS RELEASES WHICH ANNOUNGE THE EXECUTION (F
THE TITLE | AGREEMENT CONTAINING PRIVATE ENTERPRISE
LENDING PROVISIONS. SUCH PRESS RELEASES WILL ALSO
SOLICIT PROPOSALS FROM IFIS WHO DESIRE TO PARTICIPAT: IN
THE PROGRAM.

THE SECOND PUBLICITY PROVISION RELATES TO I(FI
BORROWERS PUBLICIZING THE AVAILABILITY OF LOCAL CURR:NCY
RESOURCES FOR THE PRIVATE SECTOR. STANDARD LANGUAGE IN
THE FORM DF LOAN AGREEMENT BETWEEN THE USG AND AN IF(
CALLING FOR IFIS TO PUBLISH FACTS ABOUT THE PROGRAM 1N
LOCAL NEWSPAPERS WILL ALLOW THIS REQUIREMENT TO BE M:T.

EFFORTS SHALL BE MRDE TO INCLUDE SIMILAR
PUBLICITY REQUIREMENTS IN SECTION 186 PROGRAMS

8. MANDATORY CONVERSIONS OF LOCAL CURRENCY TO
OOLLARS. SECTION 8 (M), AS AMENDED, PROVIOES THAT
FOREIGN CURRENCIES TO BE USED UNDER SECTION 188 QUOT:
ACQUIRED UNOER AN AGREEMENT FOR THE SALE OF COMMODITIES
UNQUOTE BE CONVERTIBLE TO DOLLARS DURING THE PERIOD
BEGINNING NDT LATER TNAN 19 YEARS AFTER THE DATE OF fHE
LAST DELIV ¢ IF COMMOOITIES AND ENDING 30 YEARS
TREREAFTER. . AE SALES AGREEMENT SHALL ESTABLISH A
SCHEOULE FOR THE CUMVERSION, THE EXCHANGE RATE FOR /CH

AlD8853
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COMVERSION SHALL BE THE HIGHEST RATE, YIELOING THE MOST
DOLLARS, APPLICABLE IN THE COOPERATING COUNTRY ON THE
DATE OF EACH CONVERSION,

- STANDARD NEGOTIATING INSTRUCTIONS FOR TITLE |
AGREEMENTS WILL PROVIDE THAT AN AMOUNT EQUAL TO THE
PRINCIPAL AMOUNT OF LOCAL CURRENCY INJTIALLY DEPOSITED IN
THE SECTION 108 ACCOUNT SHALL BE SUBJECT TO THIS HOST

COUNTRY PROMISE OF CONVERTIBILITY. THIS SUM SHALL BE
FIXED WHEN FULL INITIAL DEPOSIT INTO THE SECTION 108
ACCOUNT MAS OCCURRED. IT i% INTENDFD THAT THIS LOCAL
CURRENCY SUM WILL BE GRADUALLY CONVERTED TO DOLLARS OVER
A TIME PERIOD NEGOTIATED IN THE TITLE | SALES AGREEMENT
AND REPATRIATED TO THE C.C.C. 1IN ITS REQUEST FOR A
SECTION 188 PROGRAM, TNE (PG SHALL PROPOSE TERHS FOR THIS
CONVERSION AND RECEIVE INSTRUCTIONS FRON THE INTERAGENCY
GROUP.

- THIS SECTION 198 CONVERSION RIGHT SHALL BE IN
ADDITION TO ALL OTHER CONVERSION RIGHTS OTHERWISE
AVAILABLE 10 THE USG IN THE RESPECTIVE COOPERATING
COUNTRIES.

C. COHPETITION VITH U.5. AGRICULTURAL COMMODITIES
IN VORLD MARKETS. SECTION 106 (B) (4) (B) AND SECTION
188 (C) {5) OPERATE TO PROHIBIT SUBLOANS WHICH WOULD
PROMOTE THE PRODUCTION OF COMMOOITIES OR THE PRODUCTS
THEREOF THAT THE PRESIDENT DETERMINES WILL COMPETE IN
WORLD MARKETS WITH SIMILAR 1TEMS PRODUCED IN THE U.$
THIS REQUIREMENT IS OPERABLE ONLY VITH RESPECT TO
EXPORTS, NOT LOCAL CONSUMPTION. FOR PROPOSED IF |
SUBLOANS INVOLVING AGRICULTURAL EXPORTS THE IFI LOAN
AGREEHENTS SHALL REQUIRE THE PRIOR APPROVAL OF A
DESIGNATED U.S. OFFICIAL IN THE FIELO. A LIST OF SUCH
COMMODITIES WILL BE PROVIDED UNDER SEPARATE COVER
USDA/FAS WILL PROVIDE ADDITIONAL GUIDANCE FROM TINE TO
TINE,

- D. HOST COUNTRY GUARANTEES. SECTION 188 (C) (6)
PROVIDES THAT THE PRESIOENT MAY NOT REQUIRE A DEVELOPING
COUNTRY TO GUARANTY AN IF 1’5 REPAYHENT CF A SECTION 188
LOAN.  THE USG SHALL TAKE THE CREDIT RISK ON EACH LOAN TO
AR,

E. AGRICULTURAL TECHNICAL ASSISTANCE AND FORE IGN
MARKET DEVELOPHENT. SECTION 188 (D) (%) (B), RE-USE OF
REFLOWS ON CURRENCIES REPAID BY IFIS, CALLS FOR THE USE
OF LOCAL CURRENCY TO DEVELOP NEW HARKETS FOR U.S.
AGRICULTURAL COMMOOITIES.

- SECTION 108 (F) ALSO ALLOWS THE PRESIOENT TO
PROVIOE QUOTE AGRICULTURAL TECHNICAL ASSISTANCE UNQUOTE
TO FURTHER THE PURPOSES OF SECTION 108, INCLUDING THE
FUNDING OF NARKET DEVELOPHENT ACTIVITIES, TO THE HAXIMUN
EXTENT PRACTICABLE, AT LEAST 5 PERCENT OF THE SECTION 188
DESIGNATED LOCAL CURRENCIES SHALL BE USED TO CARRY OUT
SUCH ASSISTANCE. IPG RECOMMENDATIONS ON THIS PROVISION

ARE REQUESTED. SPECIFICALLY IPG RECOMMENDATIONS OF AMY
MARNET DEVELOPMENT ASSISTANCE NEEDS, INCLUDING USE OF
IN-COUNTRY COOPERATORS, SHOULD BE IDENTIFIED. USOA/FAS
WILL ALSO CONSIDER MARKET DEVELOPHENT PROPOSALS THAT
PROVIDE SUPPORT FOR IMPROVED KANDL ING AND DISTRIBUTION
AMD |NCREASED CONSUMPTION OF AGRICULTURAL COMMODITIES
WHICH ARE PRESENTED DIRECTLY TQ FAS. IPG ADVICE ON ANY
SUCH DIRECT PROPOSALS WILL BE SOUGHT TO FACILITATE
WASNINGTON DECISION ON THESE USES. TNESE FUNDS, HOMEVER
CANNOT BE USED FOR GENERAL OPERATING AND ADMINISTRATIVE
EXPENSES OF THE PROGRAM

UNCLASSIFIED

X. REPORTS, AUDIT AND FINANCIAL MANAGEMENT

A. REPORTS. SECTION 1881E) {2) CALLS FOR REPORTS T2
BE SUBMITTED BY THE PRESIDENT TO THE CCNGRESS 180 DAv&
AFTER THE CLOSE OF EACH FISCAL YEAR., THIS REPORT SHal.
BE PART OF THE PL 480 ANNUAL REPORT TO THE CONGRESS.
GUIDANCE ON HOW THIS DATA IS TO BE SUMMARIZED AND
REPORTED WilLL 8E SUPPLIED LATER,

=~ 8. AUDIT. LOAN AND GRANT AGREEMENTS VWITH IFIS
{FORMS FOR SUCH AGREEHENTS TQ BE SUPPLIED LATER! WILL
CONTAIN NORHAL USG AUDIT PROYISIONS ALLOWING USG AUD 1315
TO CARRY-OUT THEIR NORMAL FUNCTIONS. IN ADDITION, EnG+
AGREEMEMT WILL REQUIRE THE IFI*S OWN INDEPENOEMT AUD: VDS
TO AUDIT EACH SECTIOK 108 LOAN AND REQUIRE THE RESUL™S JF
SUCH ANNUAL -AUDITS TO BE ROUTIKELY FORWARDED TO THE
ADHINISTERING AGENCY WHICH, IN TURN WILL FORWARD THESE TO
THE DCC.

= C. FINANGIAL HANAGEMENT. FINANCIAL MANAGEMENT
SERVICES FOR SECTION 108 LOANS AND GRANTS SHALL BE
PROVIDED BY AfD IN ACCORDANCE WITH PROCEOURES MUTUALLY
AGREED UPON 8Y THE FOOD AJO SUBCOMMITTEE. ENO TEXT.
WHITEHEAD
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'SUBJECT: PL 480 SEC 10L/108 LOCAL CURRENCY LENDING FOR
'PRIVATE ENTERPRISE: FURTHER GUIDANCE IN THE FORIl OF @S
§AND AS.

A

REF: {A} STATE. ‘

§- tB} STATE 189038

*THE FOLLOWING @S AND AS UILL AMSUER HOST OF THE ISSUES
RAISED .IN RESPONSE TO REF {B}. PLEASE ADDRESS FURTHER
QUESTIONS TO AID/GC/PRE IIICHAEL KITAY UHO UILL ARRANGE
FOR AN INTERAGENCY RESPONSE.

1. @: UWHAT ARE THE ADVANTAGES OF SECTION 108 PROGRAHS
FOR RECIPIENTS WHEN COHPARED WITH CURRENT TITLE I
'AGREENENTS ? :

|
- A: II REAL TERHS THE BALANCE=-OF-PAYHENTS SUPPORT IS

KIGNIFICANTLY GREATER SINCE THE RECIPIENT HAS NO FOREIGN
EXCHANGE COSTS FOR COHMHODITIES PURCHASED WITH ITS LOCAL
CURRENCY DURING THE FIRST TEN YEARS. THEREAFTER.
GRADUALLY1 OVER A 20~-YEAR PERIOD~ THE RECIPIENT IIUST

1
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ASSURE CONVERTIBILITY OF THE ORIGINAL COMHODITY VALUE.
BUT NOT EARNINGS~ TO DOLLARS FOR REPAYNENT TO THE U.S.
THE FOREIGN EXCHANGE COST AT THAT TINE CANNOT NOW BE
DETERNINED BUT IT WILL BE AT THE THEN PREVAILING EXCHANGE
RATES.

- FOR RECIPIENTS UITH TANGIBLE CONNITHENTS TO
OPENINGC UP THE PRIVATE SECTOR. SECTION 108 AGREEHENTS
CLEARLY SUPPORT THOSE EFFORTS. RECIPIENT ACCESS TO PVO
LOAN FINANCING FAY BE IHORE LIBERALIZED THAN CONHMERCIAL
BANK FINANCING AND LESS COSTLY THAN FINANCING THROUGH AND
FROM PUBLIC SOURCES.

- IT IS LIKELY THAT AS ACCESI TO LOCAL CURRENCY
LENDING EXPANDS+ FOREZ4AN INVESTHENT HAY ALSO GROW TO
SATISFY DOIESTIC IHPORT NEEDS AND/OR NEULY DEVELOPED
EXPORT [IARKETS. OVER THE PAST THREE YEARS EXPERIENCE IM_
KENYAN AND SOIIALIA DENONSTRATE THIS EFFECT.

ce @: WHAT IF EXCESS OANK LIQUIDITY IN THE RECIPIENT
COUNTRYs IIF RESTRAINTS~ ETC-s IHAKE SECTION 108 NOT
APPROPRIATE FOR A COUNTRY?

- A: THE IPG+ IFIS~+ AND THE RECIPIENT COUMTRY SHOULD
UNDERSTAND THE IMPLICATIONS FOR SECTION 108 GIVEN SUCH
COMSTRAINTS AND ACT ACCORDINGLY- :ADHINISTRATION POLICY
SUPPORTS IMF AND OTHER AGREEHENTS TO RATIONALIZE
RECIPIENT DOHESTIC AND EXTERNAL HONETARY CONDITIONS.

3. @: WHAT IS THE IPGP? UWHO ESTABLISHES THE IPG AND
HOUW WILL IT OPERATE? HOW IS IT DIFFERENT FROM THE
COUNTRY TEAI? '

- A: THE TERH COUNTRY TEAIl DOES NOT INCLUDE-~ FOR ALL
MISSIONS+ ALL RELEVANT EXECUTIVE BRANCH AGENCIES HAVIRNG
AN INTEREST IM SECTION 108 PROGRAIIS: THE IN-COUNTRY
POLICY GROUP {IPG} WAS CREATED TO INCLUDE THOSE AGENCIES
AND OR PERSONNEL.

- THE IPG WILL BE ESTABLISHED BY AND RESPONSIBLE
TO THE AMBASSADOR OR DESIGNEE. IT WILL INCLUDE THE
SEMIOR STAFF IN THE MISSION WITH RESPONSIBILITY FOR'
COMMERCIAL LIAISON~ FOOD ASSISTANCE PROGRAINING/
EVALUATION AND LOAN/GRANT NEGOTIATIONS.

THE IPG HAS AUTHORITY FOR DEVELOPING SELECTION
CRITERIA AND DETERMINING ELIGIBLE AND PARTICIPATING
IFIS. AID AS THE IHPLEMENTING AGENCY IS RESPONSIBLE FOR
NEGOTIATING LOAN AND GRANT AGREEHENTS BETUEEN THE U.S.

UNCLASSIFIED
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AND IFI. OPIC UILL GE RESPONSIBLE FOR SIHILAR LOAN/GRANT
HEGOTIATIONS FOR SECTION 108 PROGRANS THAT IT DEVELOPS.
IFIS WILL IMPLENENT THE SECTION 10L/108 PROGRAINS. UHILE
SECTIOMN 10b CALLS FOR JOINT PROGRAINING OF FUNDS IT IS
EXPECTED THAT IFIS AND POTENTIAL IFIS UWILL TAKE THE LEAD
IN FORUARDIMG PROPOSALS TO RECIPIENT AND IPG OFFICIALS.

4. @: UHAT IS INTENDED BY THE PHRASE IIPLEIENTING
AGENCY?

- A:  THE IHPLEHENTING AGENCY IS THE AGENCY
RESPONSIBLE FOR NEGOTIATING LOAN AND GRANT AGREENMENTS
BETWEEN THE U.S. AND IFIS FOR TITLE I. SECTIOH 1D0b AND
108 PROGRANS. THESE GUIDELINES AND FORTHCOMING GUIDANCE
OH LOAN/GRANT TERHS WILL BE ADHINISTERED BY THE
INPLEHENTING AGENCY IWN CONJUNCTIOMN WITH GUIDANMCE FROH THE
IN-COUNTRY POLICY GROUP.

- THE IPG UILL DETERUHINE WNICH IFIS PARTICIPATE IN
THE PROGRAll. THESE SELECTION DECISIONS WILL HEED TO
REFLECT A BALAMCE BETUEEN COHIERCIAL BANKS AND PVOS.

S. @: IS THERE ANY UAY THAT THE FIELD CAN EASE THE
BURDEM OF ADHINISTERIMG THIS PROGRAI?

- A:  THIS PROGRAIl HAS RECEIVED A GRLAT DEAL OF
ATTENTION~ BOTH WITHIN THE ADHINISTRATION AND ON THE
HILL. FOR THIS REASOM- THE FIELD HAS BEEN ASKED TO
ACCORD IT THE PRIORITY NEEDED TO ALLOW IT TO SUCCEED-.
THAT SAID+ THERE ARE SEVERAL UAYS THAT DENANDS ON STAFF
AltD RESOQURCES CAN BE HINIHIZED-

- AID/PRE OFFICIALS AND ITS CONTRACTORS {PRIVATE
BANKERS AND FINANCIAL EXPERTS} AND THE PRIVATE SECTOR
OFFICES IN AID'S REGIOMAL BUREAUS CAN BE CALLED UPON TO
HELP ESTABLISH LENDING PROGRAFISS

- ALL OR A PORTION OF A COUNTRY'S PROGRAIl IIIGHT BE
USED BY OPIC IN THE SAIE FASHION THAT OPIC HANWDLES ITS
NORITAL BUSINESS. <{SEE @ AND A NUNBER NINE} {CONTACT
OPIC DIRECTLY TO DETERNINE LEHNDING CAPACITY}s

- A PORTION OF A COUNTRY'S PROGRAH CAN BE HANDLED
DIRECTLY BY USDA AND THE FAS FOR HARKET DEVELOPHENT
{CONTACT FAS DIRECTLY TO DETERNINE CAPACITY}S

ke @: WHO SCTS THE INTEREST RATE AND LOAN TERKHS ON THE
USG LOAN TO THE IFI?
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- A: THE INTEREST AND LOAN TERMS ARE NEGOTIABLE.
THIS GUIDANCE AND FLEXIBLE POLICIES DEVELOPED BY IPGS
SHOULD FORM THE BASIS FOR NEGOTIATING LOAN AND GRANT
TERNS WITH IFIS.

7. @: WHO SETS THE INTEREST RATE AND TERMS ON IFI
SUBLOANS.

- A: THE IFI. IN ACCORDANCE WITH ITS ORDINARY AND
USUAL BUSINESS PRACTICE.

a.- Q: ARE IFI SUBLOANS SUBJECT TO AID OR IPG APPROVAL?

- A: NO, EXCEPT IF THE SUBLOAN IS DIRECTED TOWARD THE
PRODUCTION AND EXPORT OF AGRICULTURE COMMODITIES WHICH
COMPETE AGAINST U.S. PRODUCTS IN WORLD MARKETS. 1IN SUCH
CASE USDA/FAS WILL GIVE GUIDANCE-.

9. @: UWHAT IS OPIC'S ROLE IN SECTION 1087 HOW DOES
THIS DIFFER FROM AID'S ROLE.

- A: OPIC INTENDS TO USE SEC 1D8 FUNDS AS PART OF ITS
ORDINARY COURSE OF BUSINESS TO PROMOTE SPECIFIC U.S.
INVESTHMENT IN LDCS. IN COUNTRIES WHERE QPIC TNTENDS-TO—
PRonoTg_n1RE£I_Lgﬁg_%gvéggggulzz_Agxlv111:s, OR WHERE
SUCH ACTIVITIES AR ERUAY MILL SEEK A COMMITHENT
THE IPG OF THE SEC 108 RESOURCES- 0OPIC

WILL ANALYZE EACH END USER ACTIVITY, I1-E.. THE LOCAL FIRM
OR ENTERPRISE+ AND IF THE PROJECT CAN EENEFIT FROM

SECT OURTES. OPIC AND THE PROPOSFD SUBBORROWER
ILL FIND AN IFI,NHICH WILL BE A CONDUIT FOR THE FUNDS.
. UNDS SG AND RELEND TO

THE PROJECT DESIGNATED BY OPIC.

- AID+ IN CONTRAST. WILL ACT AS A SECRETARIAT AND
IMNPLEMENTING AGENCY TO THE IPG IN THE CONTEXT OF
LOAN/GRANT NEGOTIATIONS. AID WILL+ AS AN IPG PARTICIPANT
ASSIST IN THE SELECTION OF IFIS. IFIS ARE THE ONLY
ENTITIES AUTHORIZED TO SELECT SUBBORROWERS {WITH THE
EXCEPTION OF OPIC}-

10- @: WHO NEGOTIATES THE SEC 10b/108 PROGRAM AND WHEN
IS THIS DONE?

- A: SEC 10L/108 PROGRANS ARE INCORPORATED IN TITLE I
AGREEMENTS. THE RECIPIENT GOVERNMENT AND THE IPG
REPRESENTATIVES PARTICIPATE IN TITLE I NEGOTIATIONS.-
NEGOTIATIONS WILL BE CONDUCTED BY AND AT THE TINE

G\
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SPECIFIED BY MUTUAL AGREEMENT BETWEEN THE RECIPIENT AND
THE U-S- IFIS- IF IDENTIFIED IN ADVANCE. MAY ASSIST
INFORMALLY IN THESE GOVERNMENT-TO~GOVERNMENT NEGOTIATIONS

13. q4: WHO SELECTS THE ACCOUNT INTO WHICH THE LOCAL
CURRENCY IS DEPOSITED? HOW IS THIS DONE?

- A: THE DEPOSITORY BANK WILL BE A BANK SELECTED BY
THE TREASURY AND THE ACCOUNT WILL BE A TREASURY ACCOUNT.-
WHEN NEGOTIATING INSTKUCTIONS FOR A TITLE I AGREEMENT ARE
SENT, INCLUDED IN SUCH INSTRUCTIONS WILL BE INFORMATION
ABOUT THEZ DEPOSITORY BANK.

2. @: MAY THE DEPOSITORY BANK ALSO BE AN IFI BORROWER?

- A: YES. BUT THE DEPOSIT AND LENDING TRANSACTIONS
SHOULD BE HANDLED AS SEPARATE TRANSACTIONS.

13. @: HMUST THE SECTION 10b {COUNTRY-OWNED} ACCOUNT BE
A SEPARATE ACCOUNT?

- A: A SEPARATE ACCOUNT IS PREFERABLE. BUT THE IPG
IS FREE TO CONFORM SECTION 1.0b ACCOUNT PROCEWURES TO
OTHER PL 480 COUNTRY-OWNED COUNTERPART PROCEDURES IF THIS

IS NECESSARY.

L4. @: HOW ARE DISBURSEMENTS TO IFIS TO BE HANDLED? A
SINGLE BULLET DISBURSEMENT IN ADVANCE? DISBURSENENTS
ONLY AGAINST EVIDENCE OF AN IFI HAVING ORIGINATED OR NADE
COMMITMENTS FOR ELIGIBLE SUBLOANST?

- A: GENERAL USG DISBURSEMENT POLICY IS THAT
DISBURSEMENTS SHOULD BEAR A RELATION TO THE NEEDS OF THE
FROJECT. THIS ASPECT ‘IS NEGOTIABLE BETWEEN IPGS AND
IFIS. SEE ANSWER TO QUESTION NO- b-

15. @: WHAT ARE INCLUDED IN QUOTE START UP UNQUCTE
COSTS OF PVOS AND CO0-0PS FOR WHICH GR'WTS MAY BE GIVEN?
HOW LONG IS A #VO OR CO0~-OP DEEMED TO BE IN A QUOTE START
UP UNQUOTE MODET? '

- A: START UP COSTS HMAY INCLUDE OPERATING EXPENSES.
SALARIES+ OFFICE SPACE. EQUIPMENT AND SIMILAR ITENS-
HOWEVER~ %N»MW- THE
INPLEMENTING AGENCY {SUBJECT TO IPG POLICY AND DCC
REVIEW} DECIDES WHEN AN IFI IN THIS CATEGORY GRADUATES

OUT OF THE START UP MODE. T!ERE IS A PRESUNPTION THAT
IPGS WILL NOT MAKE GRANTS FOR NMULTIYEAR PERIODS.

UNCLASSIFIED
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lbe @: MAY A PVC OR (CO-O0P IMN A START-UP IODE QUALIFY
FOR LOWER INTEREST RATE LOANS IF GRANT FUNDS ARE NOT
AVAILABLE OR NOT DESIRED?

- A: IT IS USG POLICY TO FUND THESE USES ON A GRANT
BASIS. IF GRANT FUNDS ARE HOT AVAILABLE IH THE CURRENT
YEAR+ HIGHLY UNLIKELY IF PVO HEEDS ARE INCLUDED IN THE

QUOTE SNAPSHOT UNQUOTE. PVOS [IAY HAVE TO WAIT FOR THE

NEXT ANNUAL ALLOCATION CYCLE-

17 @: HAY NONBANK INSTITUTIONS SUCH AS E-G.a FINANCE
COMPANIES QUALIFY AS AN IFI?

- A:  YES+ IF THEY OTHERWISE IIEET THE CRITERIA OF THE
GUIDELINES.

18. @: WHAT IF IN COUNTRY X {AN IHPORTING COUNTRY UNDER
TITLE I}~ A FIRH IS OWNE?D 10 PERCENT BY LEBANESE
NATIONALS. 20 PERCENT BY SPANISH HATIONALS. AHD 70
PERCEHT BY COUNTRY X NATIONALS? IS IT ELIGIBLE?

- At YES. UNDER ARTICLE VII. THE FIRIM IS
SUBSTANTIALLY OUNED BY NATIONALS OF FRIENDLY LD(CS-.
SPANISH OUMERSHIP DOES NOT DISQUALIFY THE FIRIl SINCE
THEORETICALLY SPAIN IS ELIGIBLE TO RECEIVE TITLE I
ASSISTANCE.

19. @: UHAT IS LIEANT BY PROGRAN EVALUATION OF THE QUOTE
QUALITY UMQUOTE OF LOANS? DOES THIS REQUIRE USG REVIEU
OF IFI SUBLOANS?

- Az IT IS NOT INTENDED THAT IFI SUBLOANS BE SUBJECT
TO THE APPROVAL OF THE INKFLEMENTING AGENCIES. CARE IN
IFI SELECTION SHOULD BE EXERCISED. OVER TIIIE. SOIE IDEAS
ABOUT THE QUOTE QUALITY UNQUOTE ISSUE HAY EHERGE-

20. @: UHAT IF AN IPG CANNOT PREDICT COUNTRY INTEREST
IN SECTION 106 AND 108 AT THE TIIIE THE ANNUAL @QUOTC
SNAPSHOT UNHQUOTE IS TAKEN. DOES THIS HEAN A LATER
DEVELOPING PROGRAH WTILL WOT BE CONSIDERED?

- A: IPGS ARE ENCOURAGED TO PRESS FOR SEf 1.0L/108
PROGIIAHS AT ALL TIMES. TITLE I AGREEHENTS SIGNED AFTER
DECENBER 14985 ilAY BE SUBSEQUENTLY -AHENDED TO INCLUDE
SECTION 10k/108 PROGRAIIS.

21. @: UHAT ABOUT JOINT VEHTURES UITH QUOTE SUBSTANTIAL
UNQUOTE HOST COUNTRY OUNERSHIP BUT EUROPEAN OUNERSHIP.
ARE THESE ELIGIBLE?

UNCLASSIFIED
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- A: TECHNICALLY YES. A COURTRY'S PL 480 TITLE I
CLIGIBILITY SETS THE STANDARD FOR OUNERSHIP INTERESTS OF
CITIZENS. NON CONHUNIST» DEVELOPED COUNTRIES ARE
ELIGIBLE FOR PL 480 TITLE I SALES. SO LONG AS THERE IS
QUOTE EHEEIA%%lAL_Q¢E%QIE,LDC OUNERSHIP~ I-E- ILAJORITY
SUNERSATP: THE JOINT-VENTURE IS ELIGIBLE UNDER SECTICH
I0B——THE FOREGOING APPLIES UHERE THERE IS NO GOVERNIENT
OUNERSHIP OF CONTROL AND SUCH OUNEXSHIP AND CONTROL oF
THIRD COUNYRY PARTICIPANTS IS SOLELY BY CITIZENS AND NOT
THEIR GOVERNIERTS-

2g. @: COULD A SUBLOAN TO0 A PRIVATE INDIVIDUAL QUALIFY
IN THE CATEGORY OF QUOTE PRIVATE ENTERPRISE SUPPORT OF
SELF=-HELP IIEASURES AHND PROJECTS UNQUOTE? UWHAT IS
INCLUDED IN THIS TERIl?

- A: SUBLOANS TO PRIVATE CITIZENS CAN QUALIFY-. SOnE
GUIDANCE Ot TYPES OF SELF HELP HEASURES HAY BE FOUND IN
pL a0 SEC 1D0b- SUBLOANS TO INMDIVIDUALS FOR THE PURCHASE
OF LUXURY ITEIIS OR FOR CONSUIIPTION AS OPPOSED TO
PRODUCTIVE ACTIVITIES ARE NOT INTENDED. Py
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'SUBJECT: PL 480~ TITLE I SECTION:IDBYIUB GUIDELINES OH “a v
LOCAL CURRENCY LEWDING FOR PRIVATE ENTERPRISE e mk
t “end

REF:  STATE 187038 e Y
1. THE FOLLOUING REVISED GUIDELINES. APPROVCD BY THE L b
FOOD AID SUBCOMHITTEE OF THE DCC» ARE BASED UPON FIELD 1 o e
'COMNENTS TO REFTEL AND COMNENTS FROM OTHER INTERESTED L BRI
'ORGANIZATIONS. THE REVISIONS TO THE GUIDELIWES TOGETHER = 7. o "
'WITE FURTHER EXPLANATORY INFORIATION TO BE SEWT SEPTEL IN  ° -
.THE FORNM OF QUESTIONS AMD ANSUERS UILL HELP WITH IlIANY OF
THE QUESTIONS SURROUNDING THE SUBJECT- HNO DOUBT FURVHER

GUIDANCE UILL BE NEEDED FROI TINE TO TINE. HOUEVLCR THE

'FIELD IS GIVEM BROAD AUTHORITY IN THE GUIDELINES TO ACT.

'a. THE APPROVED GUIDELINES ARE AS FOLLOUS.
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GUIDELINES
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SALES FOR LOCAL CURRENCIES
PRIVATE ENTERPRISE PROMOTION

UNDER PL 4480 TITLE I
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I. INTRODUCTION AND SUMMARY
ON DECEMBER 23+ 1985+ THE PRESIDENT SIGHED INTO LAU
UNCLASSIFIED



UNCLASSIFIED Y

H.R- 2100+ THE FOOD SECURITY ACT OF 1985 {THE QUOTE AC(CT
UNQUOTEY {PL 99-198}. SECTION 111) OF THE ACT. TITLED
QUOTE SALES FOR LOCAL CURRENCY3 PRIVATE ENTERPRISE
OROMOTION UNQUOTE. CONTAINS A NUNBER OF AMENDMENTS TO
TITLE I. PL 480- THESE ARMENDMENTS ARE VIEWED BY THE
EXECUTIVE BRANCH AS A HAJOR IMITIATIVE TO STIHULATE
PRIVATE ENTERPRISE IN DEVELCOPING COUNTRIES TO PROMOTE
ECONOMIC GROWTH AND DEVELOPMENT. SECTION 1111l CREATES AN
INNOVATIVE PROGRAM THAT GOES BEYOND NORMAL PL 480
OPERATIONS AND PROVIDES NEW RESOURCES FOR SUPPORT OF
PRIVATE SECTOR ACTIVITIES NOT CURRENTLY BENEFITTING FROM
USG RESOURCES-

- THE ARENDMENTS TO TITLE I OF PL 480. ARE DESCRIBED
IN DETAIL BELOW- THE PURPOSE OF THESE GUIDELINES IS TO
DESCRIBE THE POLICIES AND PROCEDURES WHICH WILL BE UFED
BY THE EXECUTIVE BRANCH TO INPLEMENT THESE AMENDRENTS.

AS WE GAIN EXPERIENCE WITH THIS PROGRAM~ THESE GUIDELINES
WILL BE AMENDED AND CLARIFIED.

II. THE AMENDRENTS

- A- GENERAL DESCRIPTION. SECTION 11lll OF THE A(CT
AMENDS PL 480 TITLE I BY {A} DIRECTING THAT CERTAIN
AMOUNTS OF TITLE I COMMODITIES EACH YEAR SHALL BE SOLD
FOR LOCAL CURRENCY. AND {B} REQUIRING THAT SUCH LOCAL
CURRENCY BE USED+ WITHOUT FURTHER 'APPROPRIATIONS+ FOR
PRIVATE ENTERPRISE LENDING IN DEVELOPING COUNTRIES-
MLSO+ SECTION 10b IS AMENDED TO PROVIDE THAT HOST
COUNTRY=-OUNED LOCAL CURREMCY GENERATED IN CUSTOMARY
_TITLE I SALES ON DOLLAR CREDIT TERAS BE JOINTLY
PROGRAMMNED FOR “THE SANME PURPOSES-

E_TO0 INT IAL
IS} IN_THE DEN COUNTRIES.

ELEN LO T0 ELIGIBLE

u
CERTATR PRIVASE ENTERPRT: i
_LOANFD BY JFIS ARE NOT T¢ BE USED TO = D

NTERPRLSES™ ARE THE RESOURCES TO
BE DIRECTED TO ENTERPRISCS THAT PRODUCE AGRICULTURE
PRODUCTS IN COMPETITION WITH U-S. PRODUCTS.

T

ITT

- THE STATUTE SEPARATES THE LOCAL CURRENCY LENDING
AUTHORITIES INTO TWO CATEGORIEX: <{A} PL 480+ SECTION
106+ WHICH DEALS WITH HOST COUNTRY-OWNED LOCAL CURRENCY
GENERATED FROM THE COUNTRY'S RESALE OF TITLE I
COMMODITIES. AND {B} PL 480 SECTION 108+ APPLYING TO

UNCLASSIFIED
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LOCAL CURRENCY RECEIVED BY THE U.S. IN FULL OR PART
PAYMENT FOR THE TITLE I SALE AND DEPOSITED TO AN INTEREST
EARNING U-S--OWNED {FT} ACCOUNT. IN CASH. UHEN OR SHORTLY
AFTER THE TITLE I COMMODITIES ARE DELIVERED-

- FOR EACH OF THE FISCAL YEARS 198b THROUGH 1990, THE
PRESIDENT IS ENCOURAGED TO CHANNEL LOCAL CURRENCIES~ IN
AN AMOUNT EQUIVALENT TO A TOTAL OF @25 PERCENT OF THE
VALUE OF TITLE I COMMODITIES. FOR PRIVATE SECTCR LENDING
UNDER SECTIONS 1l0b AND 108+ TO THE EXTENT THAT THERE ARE
APPROPRIATE PROPOSALS FOR SUCH USE. THE STATUTE MANDATES

THAT AT LEAST 10 ENT OF T [ VALUE OF TITCE I
COMMoODIT SHALL BE SOLD FOR LOCAL CURRENCY FOR -
OR LENDIN CTIo —

T

- IN PROVIDING FOR THESE NEU AUTHORITIES. THE
CONFERENCE REPORT RECOGNIZES THE WILL OF CONGRESS TO
DIRECT FOREIGN ASSISTANCE MORE TOWARD THE PRIVATE
SECTOR- FURTHERMORE. THE CONFEREES STATE THAT THEY
INTEND TO JUDGE THE PERFORMANCE OF THE ADRINISTRATION OF
THESE AUTHORITI QUALITY MADE
UNDER_THE P NOT UPON T

nl&%g;:g_;%ﬁ;ﬁls;w THE CON S STATE THAT THEY INTEND
THA FORMANCE OF THESE AND OTHER PROGRAMS WITH
MANDATORY MINIMUMS OR TARGETS BE EXANINED THOROUGHLY
DURING THE NEXT RCAUTHORIZATION OF PL 4a0 IN 1990-

- B. HOST COUNTRY-OUNED LOCAL CURRENCI1ES {SECTION 10L}

- SECTION 10k OF PL 480 PROVIDES FOR PRIVATE
ENTERPRISE PROMOTION ACTIVITIES UNDER SALES OF
AGRICULTURAL COMMODITIES FOR DOLLARS ON CREDIT TERMS.
LOCAL CURRENCY PROCEEDS FRoON THE SALES OF THESE
CONMODITIES ARE PLACED IN QUOTE JOINTLY PROGRAINED
ACCOUNTS UNQUOTE AND THEREAFTER LOANED TO IFIS FOR
RELENDING TO ELIGIBLE PRIVATE ENTERPRISES- 1IN THE CASE
OF A COOPERATIVE OR PRIVATE AND VOLUNTARY ORGANIZATION.
LOCAL CURRENCY PROCEEDS RAY BE GRANTED TO DEFRAY THE
STARTUP COSTS OF BECOMING A FINANCIAL INTERMEDIARY.

- C. U-S--0WNED LOCAL CURRENCIES {SECTION 10a}

- UNDER SECTION 108, THE MAJOR PORTION OF THIS NEW
INITIATIVE. THE PRESIDENT IS AUTHORIZED TO ENTER INTO
AGREENENTS FOR THE SALE OF TITLE I COonmoDITIES FOR LOCAL
CURRENCIES. THE LOCAL CURRENCIES SHALL BE PAID INTO A
U.S--OWNED {FT} DEPOSITORY ACCOUNT. THEREAFTER«
DISBURSEMENTS FROM THIS ACCOUNT SHALL BE MADE TO IFIS
PURSUAMNT TO THE TERNS OF LOAN AGREENENTS BEYWEEN THE U.S-

AND IFIS-
UNCLASSIFIED
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- FOR EACH OF FISCAL YEARS 198L THROUGH 1990+ THE
ACT PROVIDES THAT NO LESS THAN 10 PERCENT OF THE
AGGREGATE VALUE OF PL 480 TITLE I COINODITIES SHALL BE
SOLD FOR LOCAL CURRENCY FOR SECTION 108 PURPOSES -

~ PROVIDED THAT THIS REQUIRENENT IAY BE WAIVED IN ANY YEAR
IN WHICH HEETING THE HININUN WOULD RESULT IW A
SIGNIFICANT REDUCTION IH THE VOLUHE OF COHNMODITIES
FURNISHED UNDER TITLE I-

- INCLUDED IN THE TITLE I SALES AGREENENTS SHALL
BE A SCHEDULE PERHITTING THE EVENTUAL CONVERSION OF THESE
SECTION 108 CURREMNCIES TO DOLLARS OVER AN INTENDED 10 TO

30 YEAR PERIOD FOLLOWING DELIVERY OF THE COINMODI S.
THE S UYTLL BE THO
IN EFF TIi ONVE i TAKES - THE

CONFERENCE REPORT R 06 ES TH
GOVERMIENT TAY BEAR SOIE OF THE FOREIGN EXCHANGE RISK.

- LOANS TO IFIS ARE TO BE HADE AT REASONAGLE
INTEREST RATES AS DETERIINED BY THE PRESIDENT-
GEMERALLY- THESE UILL LE COI'SIST BUSINESS

PRACTICES. HOU K+ REL
AUTHORIZED F A RIVATE VOLUNTARY

ARY " CURRER RANTS ARE ALSO AUT
OREGOING TO HELP DEFRAY STARTUP C OF BECOMING

A FIMAMCIAL INTERHEDIARY.

- ONCE-THE FINANCIAL INTERNEDIARIES H TO HAKE
REPAYHERTS OF 0 THE UNITED STATES-OUHED

DEPOSITORY ACCOUNT+ THESE REFLOU :  {A} RELOANED
TO IFIS TO FINANCE ADDITIOWAL PRIVATE INVESTHENT- {B}

USED FOR AGRICULTURAL IARKET DEVELOPHENT+ {C} USED»
SUBJECT TO APPROPRIATIONS. TO PAY ANY U.S. OBLIGATIONS
WITHIN THE RECIPIEHT COUNTRY- OR {D} CONVERTED TO DOLLARS-

- TO THE MAXINUN EXTENT PRACTICABLE~ AT LEAST 5
PERCENT OF THE LOCAL CURRENCIES DEPOSITED IN THE UNITED
STATES-OUNED DEPOSITORY ACCOUMTS SHALL BE USED TO PROVIDE
AGRICULTURAL TECHNICAL ASSISTANCE. INCLUDING THE FUNDING
OF HARKET DEVELOPIENT ACTIVITIES:.

- PROCURENENT AND OTHER CONTRACTING REQUIRENENTS
NORIHALLY APPLICABLE TO APPROPRIATED FUNDS SHALL NOT APPLY
TO SECTION 108 LOCAL CURREMCY USED FOR PRIVATE ENTERPRISE

LENDING-
- STATUTORY HISTORY STATES THAT THE PROGRAIl IS NOT

UNCLASSIFIED
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IN D
JINTENDED TO AFFECT EXISTING CUEEEEQ!NQSE~EAXHEEI§;

III. HOST COUNTRY SELECTION AND SUITABILITY

- A. GENERAL POLICY. TO MEET THE DEVELOPHENT
PURPOSES OF THEL STATUTE~ IT IS EXECUTIVE BRANCH POLICY TO
ACTIVELY PRONOTE SECTION 10OL AND SECTION 108 LENDING
PROGRANS IN AS HANY TITLE I COUNTRIES AS HMAY BE
PRACTICABLE-

- B. COUNTRY ALLOCATIONS. TO FACILITATE EXECUTIVE
ERANCH COHPLIANCE WITH AMNUAL STATUTORY LENDING TARGETS
AND {IF NECESSARY} PERIIT A HORE RATIONAL ALLOCATIONH OF
SECTION 108 SALES-FOR-LOCAL-CURRENCY AUTHORITY~ EACH IN
up _{¢ UTE_AS [ ATER DEFINED}
REQUESTED~ AMMUALLY+ TO ESTIMATE THE ABTLITY AND
UILLINGNESS OF THE COOPFRATING COUNTRY TO UFGOTTATF-

SECTIONS 10k AND 108 PRIVATE SECTOR LENDING PROVISIONS IN
THE FOLIOUTNG YFAR'S TITLE I SALES AGREEHENTS. REQUESTS

FOR SUCH ESTIMATES UWILL HELP DETERNHINE WUHETHER ON A
GLOBAL BASIS TITLE I COUNTRIES CAN BE EXPECTED TO IIEET OR
EXCEED THE 25 PERCENT COIBINED SECTIONS 10bL AND D&
STATUTORY -LENDING TARGET~ BASEL ON THE HOST CURRENT TITLE
I COUNTRY BUDGET LEVELS. AND UWHETHER ANY ONE COUNTRY CAN
NEET OR EXCEED THE 10 PERCENT SECTION 108 LERDING

TARGET. TO THE EXTENT PRACTICABLE~ THESE ANNUAL
ESTIMATES WILL INCLUDE AFOUNTS INTENDED TO BE ALLOCATED
TO PVOS AND CO-OPS ON A GRANT BASIS FOR START UP (OSTS.

- IPG KNOULEDGE OF LOCAL IFI ABSORPTIVE CAPACITY FOR
LOCAL CURRENCY AS WELL AS COOPERATING COUNTRY ATTITUDES
TOUWARD THIS PRIVATE SECTOR LENDING PROGRAIl UILL BE
IIPORTANT IN RESPONDING TO SUCH ANNUAL REQUESTS.
ANALYSIS OF THE SUIl OF THESE FIELD RESPONSES UWILL GIVE
THE DCC'S FOOD AID SUBCOMNITTEE AN EARLY QUOTE SNAPSHOT
UNQUOTE OF WHETHER THE EXECUTIVE BRANCH UWILL BE ABLE TO
HEET OR EXCEED THE STATUTORY TARGETS.

- IT SHOULD BE NOTED THAT THE 25 PERCENT AND 10
FERCENT STATUTORY TARGETS ARE AGGREGATE TARGET LEVELS3
INDIVIDUAL COUNTRY LEVELS lIAY BE HIGHER OR LOUER.
HOUEVER~ IPGS ARE ENCOURAGED TO SEEK UAYS TO USE THIS
PRIVATE SECTORK APPROACH TO DEVELOPHERT.

- C- ELIGIBLE/{bUNTRIES- ALL COUNTRIES PARTICIPATING
IN TITLE I SALES PROGRAIS ARE ELIGIBLE FOR THIS PROGRAN.
PROGRANS SHOULD [BE DESIGNED IN A HAMNNER WHICH ENSURES
CONSISTENCY UITH OR DOLS NOT UNDERCUT EFFORTS OF THE U.S.
GOVERNHENT OR INTERNATIONAL FINANCIAL INSTITUTIONS TO
PROMOTE FINANCIAL SECTOR POLICY REFORIl.
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IV. PROGRAM DEVELOPHENT. REVIEW- AND APPROVAL PROCEDURES.

- A- USES OF SECTION 10L AND 108 RESOURCES. THESE
GUIDELINES AND GUIDANCE ON LOAN AND GRANT TERNS SHALL BE
ADMNINISTERED BY IN COUNTRY POLICY GROUPS {IPG}. CHAIRED
BY THE AMNBASSADOR OR DESIGNEE AND CONSISTING OF THE AID
HISSION DIRECTOR+ AGRICULTURE ATTACHE. ECONOMIC
COUNSELOR+ AND OTHER EMBASSY REPRESENTATIVES FROM THE
OTHER 2CC AGENCIES AND DEPARTMENTS OR THEIR DESIGNEES.-
THE IPG ALSO HAT THE AUTHORITY FOR THE FINAL SELECTION OF
THE IFI OR IFI'S. SPECIFIC SECTION 10b AND 108 PROGRAMS
SHALL BE DEVELOPED AND ADMINISTERED BY RESIDENT AID
MISSIONS- AID IS RESPONSIBIE FOR THE NEGOTIATIONS WITH
THE IFIS. ON OPIC-RELATED PROJECTS. OPIC WILL BE
RESPONSIBLE FOR THE NEGOTIATIONS WITH THE IFIS.

- IN THOSE COUNTRIES WHERE OPIC HAS RELEVANT
EXPERIENCE AND COMPETENCE. THE IPGS ARE INSTRUCTED ToO
TAKE THIS EXPERIENCE AND COQPETENCE INTO ACCOUNT FULLY.
OPIC SHALL BE ADVISED IN A TIMELY MANNER OF TITLE I
NEGOTIATIONS SO0 IT CAN NAKE PROPOSALS FOR IPG APPROVAL.

- PRIOR TO THE COMRENCEMENT OF THE TITLE I
NEGOTIATIONSs THE INTERAGENCY GROUP IN WASHINGTON SHALL
- EXERCISE CENTRAL BUDGET CONTROL+ AND ALLOCATE FUNDING
LEVELS REQUESTED FOR SECTIOM 1CL AND 108 USES+ INCLUDING
AMOUNTS TO BE ALLOCATED ON A GRANT BASIS—

- B- USES OF REFLOWS UNDER SECTION 108- LOCAL
CURRENCY REPALD B8Y IFIS TO THE U-.S- NMAY BE REUSED FOR
ADDITIONAL PRIVATE ENTERPRISE LENDING TO IFIS. THE
DEVELOPNENT OF NEW MARKETS FOR US AGRICULTURAL
CONMMODITIES. THE REPAYMENT OF U.S. OBLIGATIONS {SUBJECT
TO APPROPRIATIONSY» OR CONVERSION TO DOLLARS. THE
INTERAGENCY GROUP SHALL CONSIDER+ AND APPROVE AS NAY BE
NECESSARY+ PROPOSALS FOR THE USE OF REFLOHS ON THE
RECOMMENDATIONS OF THE IPGS-

V. PROGRAN INPLEMENTATION PROCEDURES

- A- AGREEMENTS. AS PROVIDED FOR IN NEGOTIATING
INSTRUCTIONS. TITLE I SALES AGREEMENTS WILL INCLUDE
SECTION 108 LOCAL CURRENCY PAYRENT TERMS AND SECURE

COOPERATING COUNTRY SUPPORT IM GENERAL FOR PLANNED OR
ANTICIPATED SECTION 10Ok AND 108 ACTIVITIES.

- ONCE A SECTION 108 DESIGNATED DEPOSITORY ACCOUNT

UNCLASSIFIED
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IS ESTABLISHED IN A COUNTRY+ SEPARATE LOAN AGRLCENEMTS.
CONTRACTS+ AHD GRANT AGREENMENTS ARE REQUIRED BY LAU TO
OBLIGATE THE U.S.-0WNED CURRENCIES FOR SECTION 108
PURPOSES. AID+ AND AS APPROPRIATE~ OPIC SHALL BE THE
IMPLEMENTING AGENCIES FOR LOANS AMND GRANTS TO IFIS.
USDA+ USING NORHAL CONTRACTING PROCEDURES. SHALL BE THE
INPLENENTING AGENCY FOR TECHNICAL ASSISTAHCE ACTIVITIES
TO INCREASE NARKETS FOR U.S. AGRICULTURAL COIIIODITIES.

- B. HETHOD FOR HOST COUNTRY DEPOSITS OF LOCAL
CURRENCY INTO THE SECTION 108 USG-OWNED ACCOUNT. THE
TITLE I AGREEHENT PAYHENT TERHS HAY BE EXPRESSED IN LOCAL
CURRENCY TERIS+ OR IN A COMBINATION OF DOLLAR CREDIT AND
LOCAL CURRENCY TERIS. 1IN THE LATTER CASE~ A SPECIFIED
PORTION OF THE COHHODITIES SHALL BE PURCHASED FOR DOLLARS
ON CREDIT TERIS AND A PORTION SHALL BE PURCHASED FOR

" OCAL CURRENCY ON CASH TERHMS. T NCY SHALL
BE PAYABIF UITH HE HUNDR 203 D E
{I.E- ROXINATEL DAYS IVER

PITIES T0 VESSELS AT LS. PORTS WHEN TITLE SHIETS TO
: ~F  THE LOCAL CURRENCIES SHALL BE
DEPOST INTEREST EARNING BANK ACCOUMTS.

C. DEPOSIT INTO A SECTION 10k {COUHTRY - OUNED}
ACCOUNT. PREFERABLY~ THE SECTION 30b-ACCOUNT WILL BE A
SEPARATE ACCOUNT. HOUEVER. THE IPG IIAY PERHIT SECTION
106 FUNDS TO BE COHMINGLED WITH OTHER SELF-HELP FUNDS
AND/OR HAMDLED IM ACCORDANCE WITH LOCAL CUSTOII FOR THE
DEPOSIT OF PL 480 COUNTERPART FUNDS. PROVISION SHALL BE
HABE TO SECURE AUDIT REPORTS ON THE USE OF SECTION 10Ob

FUNDS .

VI- ELIGIBLE IMTERHEDIATE FIHANCIAL INSTITUTIONS {IFIS}
AND LOAN TERNS

- THESE GUIDCLIMES ARE APPLICABLE EQUALLY TO SECTION
10b AND SECTION 108 LENDING PROGRANS UNLESS OTHERWISE

INDICATED-
- A ELIGIBLE IFIS- AN ELIGIDLE JFI IS A BANK.

OOPERATIVE. NOMPROFIT VOLUNTARY
A Y ETER! T

T0 _HAVE THE € T0 N ANP SERVICE

APABILITY TO UAKE ANP SERVICE A_LBAN ZW
ACCORDANCE WITH THIS S E- NON BANK FINANWCIAL
TITUTIONS SUCH AS EXPORT FINANCE COHPANIES ALSO HAY BE

INCLUDED AT THE DISCRETION OF THE IPG- INDIGENOUS PVO'S
~—

AND CO-OPS MAY BE ELIGIBLE IFI'S

UNCLASSIFIED
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- IFI L BE LO

HQST COUNTRY.. IT SHALL BE ORGANIZED UMDER THE LAUS OF

THE HOST COUNTRY» OR IF ORGANIZED ELSEUHERE. BE DULY

LICENSED TO OPERATE UITHIN THE HOST COUNTRY- THE IET_

SHALL HAVE FULL LEGAL AUTHORITY TO BORROU FROIl "THE USG
' ECTION 30GL}

ﬁ___—_____ﬂ_ﬂ_BELENDING IFLATED-

- GENERALLY~+ {EXCEPT FOR CERTAIN PRIVATE AND
VOLUNTARY ORGANIZATIONS AND COOPERATIVE PROPOSALS

ENCOURAGED UNDER THE STATUTE} IFIS SHALL BE SOUNDA GOING~
F S —

INANCI . £ SELECTION OF A
SPECIFIC IFI SHALL BE BASED UPO 0
EVEN -~ THE U ULD BE ABLE TO CONNENCE

GAL 0 OR DAHAGES AND COLLECT UPON ANY JUDGEHENT
NDERED IN F THE U.S-.

- FOR ON 10K NDING PURPOSES ONLYs STRO

PREFERENCE SHA : N TO UHOLLY PRIVATELY=-OUNED ANJ
COMTRULLED—XF 0 OUNERSHIP IS SUBSTANTIALLY IN TH
CONTROL ¢ AT-E0 Qb RIIS 9 QOPLR \ OUNTRY

L -

WHERE THERE IS A CHOICE~ THE ATING
COUNTRY SHOULD SELECT PRIVATE SECTOR IFIS. THE
INPLENENTING AGENCY SHALL ASSURE THAT MOTUITHSTANDING THE
PUBLIC SECTOR OUNERSHIP OF THE IFI. ITS LENDING
ACTIVITIES ARE CONDUCTED ON PRIVATE MARKET BASED

PRINCIPLES-

- HOUEVER FOR SECTION 108 LENDING PURPOSES. IT IS
EXECUTIVE BRANCH POLICY THAT ONLY PRIVATELY-OWNED IFIS»
WITH HO PUBLIC SECTOR OUNERSHIP. SHALL BE ELIGIBLE TO

RECEIVE LOANS.

- B. LOAN TERHS TO IFIS. IN LOAN AGREEMENTS BETUEEN
THE USG AND IFISs THE INTEREST RATE CHARGED IFIS FOR BOTH
SECTION L0ObL AND SECTION 108 SHOULD HORHALLY APPROXIMATE
THE COST OF OBTAINING LENDABLE RESOURCES. OF COIPARABLE
MATURITIES FROIl THE FREE PRIVATE CAPITAL NARKET IN THE
INDIVIDUAL COOPERATING COUNT:LY- IF INTEREST RATES WITHIN
THAT COUNTRY ARE HELD DOMN ARTIFICIALLY BY GOVERNHERT
POLICIES+ THE RATE CHARGED THE IFIS SHOULD BE SET UITHIW

THE COMTEXT OF US EFFORTS TO ENCOURAGE OVERALL POLICY
REFORNS.

- HILE THE STATUTE P S_LOWER IN ST RATES
BE N RY ORGA ,
OF BECOMING IFIS- i

COOPER
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ECUTIVE BRANCH POLICY TO PR LOCAL CURRENCY FOR
THESE PURPOSE GRAYT BASIS. MCY FOF

- ALL USG LOANS TO IFIS SHALL TRANSFER THE FULL
CREDIT RISK TO THE IFI. THE USG SHALL HOT SHARE THE
CREDIT RISK OF IFI SUBLOANS -

- T IAXTNHUIl LOAN HATURITY i IF
NEGOSFABLE. EFFORTS SHALL BE [TADE HOWEVER TO !AKE LOAN
MATURITIES CONFORII TO LOCAL CREDIT NARKET CONDITIONS.

- THE INPLEIENTING AGERCIES SHALL NEGOTIATE LOAN
TERNS WITH IFIS SUBJECT T© THESE GUIDELIMES AND POLICIES
SET BY THE IPG- FIXED OR FLOATING RATE TERIS ARE
ACCEPTABLE+ SUBJECT T0 LOCAL IIARKET CONDITIONS.

- C. FORM OF LOAN AND GRANT AGREEHENTS. SAIIPLE LOAN
AND GRANT AGREEHEHTS EETWEEMN THE USG AND IFIS SHALL BE
SUPPLIED TOGETHER WITH ARNOTATIONS INDICATING WHICH
CLAUSES ARE [IARDATORY. LOAN AGREENENTS BETWEEN IFIS AND
SUBBORROWERS SHALL FOLLOU THE IFI'S STANDARD PRACTICE-

VII. ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERHS

- A- ELIGIBLE SUBBORROWERS. SUBBORROUWERS IlAY BE
INDIVIDUALS+ PRIVATE AND VOLUNTARY ORGAHIZATIONS.
COOPERATIVES» CORPORATIONS+ OR OTHER EATITIES FORHED OR
0PERATING SUBSTANTIALLY WITHIN THE COOPERATING LOUNTRY.

- LA} NATIONALITY. TO BE ELIGIBLE TO RECEIVE A
SUBLOAN FROIl AN IFI~ AN INDIVIDUAL SHALL BE A HATIONAL OF
THE COOPERATING COUNTRY OR OF ANY OTHER FRIENDLY LESS
DEVELOPED COUNTRY. FIRNS OR OTHER ENTITIES AS
SUBBORROWERS MUST BE OUNED DIRECTLY OR INDIRECTLY BY
FIRNS OR MATIONALS OF THE COOPERATING COUNTRY OR THOSE OF
ANY OTHER COUNTRY ELIGIBLE FOR TITLE I SALES3 PROVIDED
THAT UP TO 49 PERCENT OF SUCH OWNERSHIP IIAY BE HELD BY
CITIZENS OF THE U-S-.3 AND PROVIDED FURTHER THAT IF
OUNERSHIP IS HELD BY NATIOHALS OF THIRD COUNTRIES»
SUBSTANTIAL OUNERSHIP AND CONTROL SHALL BE VESTED Il
NATIONALS OF FRIENDLY LESS DEVELOPED COUNTRIES. ﬁ%ﬂﬂ_Lﬂlﬂ-
S SHALL REQUIRE THE IFI TO ASSURE THE
ELIGIBILITY OF SUqusggﬂgﬁil_—

- {B} PRIVATE SECTOR-. SUBBORROWERS SHALL NOT BE
OUNED ~ZR COMTROLLED+ IN WHOLE OR IN PART» BY THE PUBLIC
SECTUR OR BY ANY GOVERNMENTAL DIVISION» AUTHORITY~ OR

UNCLASIIFIED
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SUBDIVISION OF THE COOPERATING COUNTRY. INTERNATIONAL
ORGANIZATIONS+ HUNICIPAL AUTHORITIES~ PARASTATALS OR
OTHER ENTITIES NOT WHOLLY OWNED AND CONTROLLED BY PRIVATE
FIRHS OR INDIVIDUALS ARE NOT ELIGILLE SUBBORROUERS. THE
STATUTE IS CLEAR IN ITS INTENTION THAT THE SUBLOANS BE
HADE TO WHOLLY PRIVATE FIRNS AND INDIVIDUALS. NOT SUBJECT
TO GOVERNHENT CONTROL-.

- B. ELIGIBLE SUBLOAN PURPOSES. 7THE STATUTE {SECTION
108} PROVIDES THAT IFI SUBLOANS SHALL BE {IADE FOR THE
PURPOSE OF FIMANCING:

- QUOT: {A} PRODUCTIVE~ PRIVATE ENTERPRISE INVESTHERT
UITHIN SUCH COUNTRY. INCLUDING SUCH INVESTUENT IN
PROJECTS CARRIED OUT BY COOPERATIVES+ HNOHPROFIT VOLUNTARY
ORGAMIZATIONS+ AND OTHER ENTITIES FOUND TO BE QUALIFIED
BY THE PRESIDENTS

- {B} PRIVATEC EHTERPRISE FACILITIES FOR AIDING THE
UTILIZATION AND DISTRIBUTION~ AND INCREASING THE
CONSUMPTION OF AHMD {IARKETS FOR~ UNITED STATES
AGRICULTURAL COHNODITIES AND THE PRODUCTS THEREOF: OR

- {C} PRIVATE ENTERPRISE SUPPORT OF SELF-HELP
MEASURES AND PROJECTS. UNQUOTE

- ‘ THE IFI LOAN AGREENENT SHALL REQUIRE AN IFI. TO
THE HAXINUH EXTENT FEASIBLE~ TO GIVE PREFERENCE TO THE
FINANCING OF AGRICULTURAL RELATED PRIVATE EMTERPRISE UITH
THE FUNDS PROVIDED UNDER THIS SECTION.

- SECTION 10k REFERS HORE GENERALLY TO QUOTE
PRIVATE SECTOR DEVELOPHENT ACTIVITIES UNQUOTE UITHOUT
REFERENCE TO A PREFEREMCE FOR AGRICULTURAL PURPOSES.
NEVERTHELESS. AS A UATTER OF POLICY. THE PERHISSIBLE
PURPOSES. OF SECTION 10t AND 108 SHALL BE READ TOGETHER
AND READ BROADLY TO IMCLUDE A WIDE VARIETY OF LOAN
PURPOSES AND A PREFERENCE FOR AGRICULTURAL- RELATED
ACTIVITIES. TO THE EXTENT PRACTICABLE- SECTION 10b ARD
108 FUNDED IFI LOAH AGREENENTS SHALL BE SIMILAR IN THEIR

TERNS ANV PURPOSES.
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- C. SUSLOAN TERNS. USG POLICY IS THAT INTEREST
RATES FOR PRIVATE BORROUERS SHOULD NOT BE LESS THAN
PREVAILING FREE MARKET INTEREST KATES OR A RATE UHICH
APPROXIMATES THE OPPORTUMITY COST OF CAPITAL IN THE
INDIVIDUAL DEVELOPING COUMTRY- THE INTEREST RATE CHARGED
TO THE SUEBBORROUERS BY THE IFI ShoULD COVER COSTS oOF
LENDING IN A MANNER CONSISTENT GITH COMNERCIAL PRACTICE.

- IN MANY OF THE DEVELOPING COUNTRIES PREVAILING
RATES ARE LISTORTED 3Y LOW LEGAL CEILINGS ol INTEREST
RATES~ OTHER DIRECT INTERVENTIONS IN THE LOCAL CAPITAL
MARKET BY THE GOVERMMENT. OR INAPPROPRIATE FISCAL AND
CREDIT POLICIES- IN SUCH COUNTRIES. INTEZREST RATES TO BE
CHARGED TO PRIVATE ENTERPRISES SHOULD BE SET UITHIN THE
CONTEXT OF EFFORTS TO ENCOURAGE THE GOVERWHENT TO
PROGRESSIVELY REMOVE THE IMPEDINENTS TO A FREE CAPITAL
iTARKET -

- D- OTHER TEKNMS. PROCUREMENT REGULATIONS APPLICABLE
UNDER THE FOREIGWN ASSISTANCE ACT AMD OTHER USG STATUTES
INCLUDING- BUT 80T LIMITED TC. RULES FOR COWPETITIVE
PROCUREMENT AND THE QUOTE SUY AIERICA UNQUCTE PROVIZIONS
ARE NOT APPLICAGLE TO PRIVATE ENTERPRISE PROCUREMENT UITH
US-0WNED CURRENCIES LOANED BY IFIS.

USE AND DISPOSITION OF IFI LOAN REPAYMENTS

A. SECTIOW 1Ob. THE TITLE I SALES AGREEMENT WILL
ROVIDE FOR A JOINTLY PROGRANNED ACCOUNT FOR SECTION idbk
LOCAL CURRENCY LOAN USES- CONSIDERATION SHOULD BE MADE
T0 MEGOTIATE A FIXCD LIFE OF THIS ACCOUNT. DURING WHICH
DEBT SERVICE REPAYNENTS 8Y IFIS WILL BE MADE TO THE
ACCOUNT RATHER THAM TO OTHER HCST COLNTRY ACCOUNTS.
AFTER THE ACCOUNT IS TERMINATED. DEBT SERVICE PAYNENTS
WILL SE MADE DIRECTLY TO THE COOPERATING COURTRY-

- E. SECTION 10G6- ALL THE SECTION 108 USES OF
REFLOWS ARE AVAILABLE UITHOUT CHARGING AN APPROPRIATION
EXCEPT USE FOR PAYMENT OF U-S. OBLIGATIONS. SEE SECTIOH
108{D¥{3} AKD {3}. THE TITLE I SALES AGREEHENTS
CONTAINING PROVISIONS WHICH PROVIDE FOR SECTION
1U&-RELATED ACCOUKTS SHALL PROVIDE. TO THE EXTENT
PRACTICABLE+ THAT THE U-S- SHALL BE ENTITLED. AT ITS OUN
OPTION- TO USE REFLOWS FOR ALL OF THE FOUR PURPOSES
AUTHORIZED BY THE STATUTE. BECAUSE OF THE NEED FOR SONE
CENTRAL BUDGET CONTROL. THE FOOD AID SUBCOMMITTEE SHALL
ALLOCATE LOCAL CURRENCY REFLOWS TO POTENTIALLY CONMPETING
REQUESTS FOR SUCH CURRE{{CIES: ANNUAL FIELD REQUESTS FOR
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SECTION 108 AUTHORITY SHALL INCLUDE+ AS APPROPRIATE.
REQUESTS FOR THE RELSE OF REFLOLS-

IX. SPECIAL STATUTORY PROVISIONS

- A. PUBLICITY REQUIREIIENTS- THE STATUTE CONTAINS
TUO REFERENCES TO PUBLICITY: SECTION 108{A}{2} AND
108€CF{7- THE FORMNER FROVIDES THAT PRIOR TO LEMNDING THE
LOCAL CURRENCY. THE PRESIDENT SHALL TAKE SuUCH STEPS AS
ARE MECESSAKY Tu ASSURE THAT THE AVAILABILITY OF LOCAL
CURRENCIES TO FINANCIAL INTERMEDIARIES IS ADEQUATELY
PUBLICIZED UITHIN THE PURCHASING COUNTRY. GENCKAL PRESS
GUIDANCE ON THE FOOD SECURITY ACT OF 19485 RELEASED BY THE
UsG IN 196L ALD NLELISHED BY THE FOREIGN PRESS wILL MEET
SONE OF THE REQUIREMENTS OF THIS SECTION. THE PREFERRED
METHOD FOR FLRTHER COMPLIANCE IS TO MAKE THIS IHFORMNATION
KNOWN IN PRESS RELEAIES WHICH AMNOUNCE THE £XECUTION OF
THE TITLE I AGREENEWNT COMTAIMING PRIVATE ENTERPRISE
LENDING PROVISIONS. SUC. PRESS RELEASES uwILL ALSO
SOLICIT PROPOSALS FRGH IFLS wrHO DESIRE T¢ PARTICIPATE Ik
THE PROGRAMN-

- THE SECOMND PUBLICITY PROVISION RELATES TO IFI
BORROWERS PUBLICIZING THE AVAILABILITY OF LOCAL CURRENCY
RESOURCES FOR THE PRIVATE SECTOR. STANDARD LANGUAGE IH
THE FORM OF LOAN AGREENMENT BETWEEN THE USG AND AN IFIL
CALLING FOR IFIS TO puUBLISh FACTS ABOULT THE PROGRAMN IN
LOCAL NEYSPAPERS UWILL ALLOW THIS REQUIREMENT TO 8E MET-

- EFFORTS SAALL BE NMADE TO INCLUDE SIMILAR
PUBLICITY REQUIRENEWTS IN SECTION LOb PROGRAMS-

- B- MANDATORY COHVERSIONS OF LOCAL CURRENCY TO
DOLLARS- SECTION 103{i1}+ AS AMENDED» PROVIDES THAT
FOREIGN CURREWCIES TO BE LSED UNDER SECTION 168 QUOTE
ACQUIRED UNDER AN AGREENENT FOR THE SALE OF COMMOPITIES
UNQUOTE BE CGHVERTISLE TO0 DULLARS DURING THE PERIOD
AN 10 Y i L

SL&EhuLE—EO&‘Hﬁ}4xmu£RSLg§;__THE EXCHATIGE RATE FCR EACH
CONVERSION SHALL BE THE HIGHEST RATE~ YIELDING THE MOST
DOLLARS+ APPLICABLE IN THE COOPERATING COUNTRY ON THE
DATE OF EACH CONVERSION- —
N'

- STANDARS NEGOTIATING INSTRUCTIONS FOR TITLE I
AGREEMENTS UILL PROVIDE THAT AN AMOUNT EQUAL TO THE
PRINCIPAL ANOUNT OF LOCAL CURRENCY INITIALLY DEPOSITED Ii
THE SEZTION 108 ACCOUNT SHALL BE SUBJECT TO THIS HOST

UNCLASSIFIED
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COUNTRY PROMISE OF CONVERTIBILITY. JHIS Sitl SHALL-5&
(%%Egﬂ%ﬂgh_ﬁuLL_lulllAL_Qggg§IT INTO THE SECTION LO&
5ﬁﬂgﬁﬁc755§_gggggazn. IT IS INTENDED THAT THIS LOCAL

G SUN WILL 3E GRADUALLY COWVERTED TO DOLLARS OVER
A TIME PERIOD NEGOTIATED IN THE T I SALES AGR T
AD REPATRIATED TO THE C.C.C- IN ITS REUGUEST FOR A
“SECTION 108 PROGRAMN+ THE 1IPG SHALL PROPOSE TERMS FOR THIS
gouvga::ow AND RECZIVE I{STRUCTIONS FRON THE INTERAGEKCY
 GROUP.

- THIS SCCTION LGOS CONVERSION RIGHT SHALL 8E ILii
ADDITION TO ALL OTHER CONVERSION RIGHTS OTHERUWISE
AVAILABLE TO0 THE USG IN THE RESPECTIVE COOPERATING
COUNTRIES-

- C. ' COMRETITIOMN UITH U.S. AGRICULTURAL CONMMODITIES
IN UORLD MARKETS. SECTION LOu{B}{4}{B} AilD SECTION
108{CI{5} OPENATE TO PROHIBIT SUBLOANLS WHICH LOULD
PROMOTE THE PRODUCTIONM OF COMMODITIES OR THE PRODUCTS
THEREOF THAT ThE PRESIDENT DETERMIMES willL CONPETE IN
WORLD MARKETS UWITH SIMILAR ITENS PxODUCED IN THE U.S.
THIS RE«UIREMENT IS OPERAGLE ONLY JITH RESPECT TO
EXPORTS+ NOT LOCAL CONSUMPTION. FOR PROPOSED IFI
SUBLOANS INVOLVING AGRICLLTURAL EXPORTS THE IFI LOAkK
AGREEMENTS SHALL REQUIRE THE PRIOR APPROVAL OF A
DESIGNATED U-S- OFFICIAL IM THE FIELD. A LIST OF SuUCH
COMMODITIES WILL BE PROVIDED URDER SEPARATE COVER-
USDA/FAS WILL PROVIDE ADDITIOHAL GUIDANCE FRON TINE TO
TINE.

- D. HOST COLITRY GUARANTEES. SECTION LU6{C}{b}
PROVIDES THAT THE PRESIDENT MAY NOT REQUIRE A DEVELOPING
COUNTRY TO GUARANTY AN IFI"S REPAYIERT OF A SECTION 106
LOAN. THE USG SHALL TAKE THE CREDIT RISK ON EACH LOAN TO
AN IFI.

- E. AGRICLLTUPAL TECHHICAL ASSISTANCE AND FOREIGN
MARKET DEVELOPMENT. SECTION .08{D}{2}{B}» RE=-USE OF |
REFLOWS 0i¢ CURREWCLIES REPAID 8Y IFIS~ CALLS FOR THE USE
OF LOCAL CURRENCY TO DEVELOP WEW MARKETS FOR u.sS-.
AGRICULTURAL COMMODITIES-

- SECTION L0&8{F} ALSO ALLOUS THE PRESIDENT TO
PROVIDE QUOTE AGRICULTURAL TECHNICAL ASSISTANCE ULHNQUOTE
T0 FURTHER THE PURPOSES OF SECTIOR lC&- INCLUDING THE
FUNDING OF MARKET DEVELOPMENT ACTIVITIES- TO THE MAXIRUN
EXTENT PRACTICAHLE. AT LEAST 5 PERCENT OF THE SECTION 1lio
DESIGHATED LOCAL CURREWCIES SHALL BE USED TO CARRY oOUT
SUCH ASSISTANCE. IPG RECOMMENDATIONS OM THIS PROVISION
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ARE REQUESTED- SPECIFICALLY IPG RECOMHENDATIONS OF ANY
MARKET DEVELOPMENT ASSISTANCE NEEDS» INCLUDING USE ©F
IN-COUMNTRY COOPERATORS SHOULD BE IDENTIFIED. USDA/FAS
WILL ALSO CONSIDER MARKET DEVELOPMENT PROPOSALS THAT
PROVIDE SUPPORT FOR IHPROVED HANDLING AND DISTRIBUTION
AND INCREASED CONSUNPTION OF AGRICULTURAL COMMODITIES
WHICH ARE PRESENTED DIRECTLY T0 FAS- IPG ADVICE ON ANY
SUCH DIRECT PROPOSALS WILL BE SOUGHT TO FACILITATE
WASHINGTON DECISION ON THESE USES. THESE FUNDS+ HOUWEVER
CANNOT BE USED FOR GENERAL OPERATING AND ADMINISTRATIVE
EXPENSES OF THE PROGRAI-

X. REPORTSA AUDIT AND FINANCIAL MANAGENMENT

- A- REPORTS- SECTION LO8{E}{2} CALLS FOR REPORTS TO
gE SUBMITTED BY THE PRESIDENT TO THE CONGRESS 160 DAYS
AFTER THE CLOSE OF EACH FISCAL YEAR- THIS REPORT SHALL
gE PART OF THE pL 4al ANNUAL RCPORT TO THE CONGRESS -
GUIDANCE OMN HOU THIS LATA IS TO EE SUMMARIZED AND
REPORTED WILL BE SUPPLIED LATER-

- 8. AUDIT. LOAN AND GRANT AGREEMENTS WITH IFIS
{FORMS FOR SUCH AGREEMENTS TO BE SUPPLIED LATER} WILL
CONTAIN NORMAL UsSG AUDIT PROVISIONS ALLOUING USG AUDITORS
T0 CARRY=-OUT THEIR NORMAL FUNCTIONS- IN ADDITION~ EACH
AGREEMENT UWILL REQUIRE THE IFIL'S OuN INDEPENDENT AUDITORS
TO0 AUDIT EACH SECTION 108 LOAN AND REQUIRE THE RESULTS OF
SUCH ANNUAL AUDITS TO BE ROUTINELY FORUWARLDED T¢ THE
ADRINISTERING AGENCY WHICH. IN TURN YILL FORUWARD THESE TO

THE DPCC-

- -C. FINANCIAL MANAGENENT - FINANCIAL MANAGEMENT
SERVICES FOR SECTION 108 LOANS AND GRANTS SHALL BE
PROVIDED BY AID IN ACCORDANCE WITH PROCEDURES MUTUALLY
AGREED UPON BY THE F0OD AID SUBCOMNITTEE- END TEXT- WY
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TAGS:
SUBJECT:  GUIGANCE AND NEW AGREEMZHT [EYT FOR u PROPOZED
FY 1937 TITLE 1, PHELIC iy 430 TELET +5RFEMTHT WHIH

INCLUDES SECTION 188 PROVISIONS FOR LOANS FOR PRIVATE

REFS: 1)
HDJTHEER,

JIATE 239218
1984

B) TIATE J5:0.1, JWTE0 1

SUMMARY: PURPOSE OF THIS MESSAGE IS TO PROVIOE ALL
MISSIONS COMSIDERING FY 57 TITLE 1 AGR{EMENTS WITH WEV
FY 37 TITLE ) SALES AGREFHENT TEYT FOR AGREEMENTS WHICH
INCLUOE 80TH ZECTION 103 PROVIZIONS TO PROVIDE LOCAL

OUTGO ING
TELEGRAM

STATE 363270 1510 27134
CURRENCY FOR LOAKS FOR PRIVATE EMTERPRISE PROMOTION, AND
TRADITIONAL LONG TERM CRECIT FINuNCING. FORMAT CallS
FOR FULL NEW &GREZMENT FOR WniCH TEAT 13 PROVIDED HEREIN

3LSO COHTAINED HERE:!h t5 GUIDANCE FCR MIHLTES OF
NEGOTIATION 20 THAT RECIPIENT GOUEFRMENTS ARE MWARE CF
CERTAIN SIGMIFICANT LOAN PARAHETERS. EHD SUMHWRY

1. AS THE (NTER-AGENCY WORKING GROUP PROMIZED IN REF
(A}, THERE IS DETAILED BELOW GUIOANCE AND A COPY OF THE
COMPLETE TEXT OF THE NEW FY &1 FITLE 1 GREERENT wniCe

INCLUDES LANGUKGE COLERING TAE TERMS AND CCHOITIONS UNBER
SECTION 103 PRIVATE ENTERPRISE PROMOTION. THE TEXT
INCLUOES STANDARD LANGUAGE TO BE INCORPORWTED IN Aul
TITLE ) AGREERENTS, INCLUDING PARTS 1, (1, MO 111, KOTE
THAT TEXT FOR Aty AGREEMENT CZVOTED SOLELt TS SZCTI0N 103
PROGRAMMING VARIES FROM THAT SET FORTH BELOW

ACCCROTNGLf, WY ENBASIIES CONTERPLATING wll-10CAL
CURRENCY PROGRAHMING SHOULD 4DVISE THE WORKINu GRGUP AND
REQUEST APPROFAIATE TEXT. iN-COUNTR( POLICY JROUPS
{tPG"S - OEFINED 11 SECTION 111 B, OF REF A) ARE REMINDED
THAT THE BASIC HCGOTIATING INSTRUCTICNS UCED (4 PRIOR
YEAR NEGOTIATIONS ARE STILL VALID M0 NEEC TD BE FOLLOYED
APPROPRIATELY. WASHINGTCH nCPES TO TAWNSHIT EaRLT
OECEMBER [LLUSTRATIVE ORAFT #GREEMENT BETWEEN THE USG AND
IFt, AS PROMIZED REF A}, PARA 4.

2, ALSO, YOU ARE REMINOED THAT THI5 ME3SAGE IS INTENOED
ONLY TO ADVISE REGARDING NEW TITUE & TEXT. COUNTRY
SPECIFIC GUIDANCE AHD AUTHORITY TQ BEGIM NEGOTIATIONS OF
FY 87 TITLE + AGREEMENTS MILL BE PROVIDED G4 IHDIVIDUAL
COUNTRY BASIS IN SEPTELS AS ANO WHEN APFRCVED 8Y DCC FOOD

AID SUB-CSIWIITTEE WCRRING GROUP.

J. IT 1S RECOGNITZED THAT 3OME MISSIONS MAY WISH TO
REVISE ITEMS v AND VI UNDER PART [ - PARTICULAR
PROVISIONS, TO REFLECT SPECIAL LANGUAGE FOR YOUR
PARTICULAR COUNTRY WHICH WAS OEVELCPED UMDER PRIOR YEAR
AGREEHENTS ON SELF-HELP CR USE OF PROCEEDS LANGUAGE

4, MINUTES OF NEGOTIATION M/N}: YOU WILL BE REQUIRED
TO 0JSCUSS AND RECORO IN H/M THAT, AS SECTIOM 188
REQUIRES, PURPOSE OF U.S. LDANS TO INTERMED!ARY FINANCIAL
INSTITUTIONS (iFI°S) WILL B8E TO FOSTER AND ENCOURAGE THE
DEVELOPMEMT OF PRIVATE ENTERPRISE INSTITUTIONS AND
INFRASTRUCTURE AS THE BASE FOR EXPANSION, PROMOT|ON, AND
IMPROVEMENT OF FOOD AND OTHER RELATED GOODS AND SERVICES
WITHIN THE COUNTRY. ALSO, THAT PREFERENCE CSHALL BE GIVEN
TO MAXIMUR EXTENT FEASIBLE TO FINANCING

AGRICULTURAL -RELATED PRIVATE ENTERPRISE., HOWEVER, AS
SECTION 188 ALSO REQUIRES, FINANCING UMDER THIS AGREEMENT
MAY NOT BE USED TO PROMOTE THE PROOUCTION FOR EXPORT OF
AGRICULTURAL COMHODITIES AR THE PROOUCTS THEREQF THAT
WILL COMPETE, AS DETERMINED BY THE U.S., IN WORLD HARKETS
WITH SINILAR AGRICULTURAL CCHMODITIES CR THE PRODUCTS
THEREQOF IN U.S. AODITIOMAL INFORMATION ON TH1S ASPECT
WILL BE PROVIDED ZHORTLY,

S. AGREEMENT,

FOLLOWING 1S FULL TEXT OF AGREEMENT WHICH WILL BE

UIED BY ALl MIZIHCHT wHICH INCORPORUTES “ECTICH 103
PROVIZIGHT.

BEGIN TEXT aGFCEMENT

AGREEMENT BETWEEM THE GOVFRHMFHT OF THE MNITED STATES OF

AMERICA AND THE GOVFRHMENT OF (TN BE INERTED BY
WASHINGTON) FOR SALES OF AJRICULTURAL COMBCOITIES,

UNCLASSIFIED
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AIDAC, FOR THE |N-COUNTRY POLICY GROUP (1PG)
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TAGS:

SUBJECT: TEXT OF ORAFT LDAN AGREEMENT WITH FINANCIAL
INTERKEOIARIES FOR LOCAL CURRENCY LENDING FOR PRIVATE
ENTERPRISE UNDER SECTION 108 OF P.L. 400

REFS: (A} 86 STATE 2353310 &) 86 STATE 239314
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SUMMARY:  SUBJECT TEXT, WICH PRESUMES & P.L. 408

TITLE | SALES AGREEMENT THAT INCLUDES SECTiON 108

PROVISIONS GEMERATING ‘LOCAL CURRENCY FOR THIS PURPOE,

IS CONTAINED BELOV. FOLLOWING THAT ARE A FEW GUIDANCE

NOTES TO EXPLAIN PARTS OF AGRETHENT,

QUOTE SECTION 183 LOAN AGREEMENT DATED:
ISEE GUIOANCE NOTES FOR MISSION USE FOLLOVING THE TiXT)

1. THIS LOAN AGREEMENT 1S ENTERED INTO PURSUANT TO
SECTION 108 OF THE AGRICULTURAL TRADL OLVELOPMINT A.D
ASSISTANCE ACT OF 1954, AS aMENDED {QUOTE P.L., 439
UNQUOTE), BETWEEN (INSERT N:NE OF FINANCIAL
INTERMEDLARY), (QUOTE BORRC<ZR UNQUOTE), AND THE
GOVERNMENT OF THE UNITED STATES OF AMERICA {QUOTE U 3.6
UNQUOTE) ACTING THROUGH TKE AGENCY FOR INTERMATIONAL
DEVELOPMENT (QUOTE A.1.D. UNQUOTE), HEREINAFTER REFZRRED

10 AS QUOTE LENDER UNQUOTE.

2. THE LENDER VILL LEND BORROWER KOT TO EXCEED (INIERT
ANOUNT OF LOCAL CURRENCY) TO USE TO MAKE LOANS

WERE INAFTER REFERRED TO AS {(OUOTE SUBLOANS UNQUOTE
VITHIN {INSERT NAME OF DEVELOPING COUNTRY) {N ORDER TO
FOSTER ANO ENCOURAGE THE DEVELOPMERT OF PRIVATE
ENTERPRISE INSTITUTIONS AND INFRASTRUCTURE AS THE BASE
FOR THE EXPANSION, PRONOTION AND INPROVEMENT OF THE
PROOUCT ION OF FOOD AND OTHER RELATED GOOOS AND SERVICES
VITHIR QIAME OF DEVELOPING COUNTRY), THE AGGREGATE
AMOUNT OF LDCAL CURRENCY DISBURSED BY TNE LENDIR IS
REFERRED TO AS QUOTE PRINCIPAL UMQUOTE.

3. IRTEREST SHALL ACCRUE ON TME OUTSTANDING SALANC: OF
PRINCIPAL AND ON ANY DUE ANO UNPAID INTEREST AT THE RATE
oF PERCENT REPEAT) PER AnNum), BEGINNI:G OM
THE FIRST DAY AFTER THE OATE OF DISBURSEMENT OF PR1ICIPAL
BY THE LENDER, AND SWALL BE DUL XND PAYARLE NO LATE! THAM
SIX (§) MONTNS AFTER THE FIRST DISBURSCMENT OF PRIN:IPAL
O A DATE TD BE SPECIFIED BY THE LENDER AND SEMIANNIALLY
THEREAF TER.

4. BORROWER WILL REPAY TNE PRINCIPAL TO THE LEWDER
NMITHIN (i YEARS FROM THE DATE OF FIRST
DI7URSENENT OF PRINCIPAL IN { ) APPROXIMATILY
EFUAL SEMIAMNUAL INSTALLMENTS, THE FIRST QEING

PAYABLE AFTER TNE DATE ON WhICK THE F.RST
INTEREST PAYHENT 1S DUE UNOER SECTION ) ABOVE. TNE
LENDER WILL PROVIOE THE BORROVER WITH AN AMORTIZATIWN
SCHEOULE AFTER FINAL DISBURSEMENT UNDER THL LOAN 1S MADE),

§. DISBURSEMENT VILL SE DEEMED TO OCCUR ON THE DATT O
WHICH A CHECKX OR OTHER INSTRUMENT IS ISSUED BY THE ".S.G.
FOR TNE ACCOUNT OF BORROMER,

§. SORROVER AGREES 1O USE THE PRINCIPAL TO MAKE SUIfLOANS
N ACCORDANCE WITK THE PURPOSES OF SECTION 2. ABOVE TD
PRIVATE INDIVIDUALS, COOPERATIVES, CORPORATIONS, OR OTHEA
SNTITIES WITHIN OIAMC OF DEVELOPING COUNTRY), AT
REASONABLE RATES OF INTEREST, TO F INANCE:

(A} PRODUCTIVE, PRIVATE ENTERPRISE (NVESTMENT WITHIN
MANE OF DEVELOPING COUNTRY), INCLUDING SUCH INVESTISENT
] PIN.!CU CARRIED OUT 8Y COOPERATIVES, NONPROFIT
VOLUNTARY ORGAMIZATIONS, OR BY OTHER !lll_!lts VITHIN
ANE OF OEVELOPING COUNTRY) W iCH NAVE BCEN APPRGVID BY
THE LENDER; OR

) PRIVATE ENTERPRISE FACILITIES FOR AID(NG THE
UTILIZATION AND DISTRIBUTION, AND INCREASING THE
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CONSUNPTION OF AND MARKETS FOR, UNITID STATES
AGRICULTURAL COMMODITILS AND YNE PRODUCTS THEREOF; OR

(€)  PRIVATE ENTERPRISE SUPPORT OF SELF-HELP MEASURES AND
PROJECTS IDENTIFIED M AGREEMENTS FOR SALES OF
AGRICULTURAL COMRODITIES BETVEEN THE U.S.G. AND THE
GOVERNMENT OF ONAME OF DEVELOPING COUNTRY) UNOER TITLE |
OF P.L. 418

7. BORROVER SNALL, TO TNE MAXInun EXTENT FEASIOLE, €CIVE
PREFERENCE UNOSR THIS AGRESMENT TD THE FINA'CING OF
AGRICULTURAL RELATED PRIVATE ENTERPRISE.

8. 10 BE ELIGIBLE TO RECEIVE A SUBLOAX FROH JORROVER
UNDER THIS AGREEMENT, AN ENTITY OR VENTURE MUST BOTM:

() BE HSWMED, OIRECTLY OR INDIRECTLY, OY CITIZENS OF
OAME OF DEVELOPING COUNTRY) OR OF ANY OVHER COUNTRY
ELIGIBLE TO PARTICIPATE IN A SALES AGREENEMT UNDER TITLE
) OF P.L. 488, EXCEPTY THAT UP TO 49 PERCENT OF SUCN
OWIEASHIP INTEREST MAY BE WELD BY CITllEIS. OF THE UNITED
STATES; AND

@® uor i! OWMED OR CONTROLLED, !N WHOLE OR IK PART, BY
THE GOVERNMENT OR ANY GOVERNMENTAL SUBDIVISION OF (NAME
OF DEVELOPING COUNTRY),

~

5. N0 FINANCING MADE AVAILADLE UNMOER TH!S AGREEMENT Hay
SE USED TO PROMOTE THE PRODUCTLON FOR EXPORT OF
AGRICULTURAL COMMODITIES OR THE PRODUCTS THEREOF THAT
VILL COMPETE, AS OETERMINED 3Y TNE U.S.G., IN WORLD
NARNETS WITN SIMILAR AGRICULTURAL COMMOOITIES OR THE
PRODUCTS THEREOF PROOUCED IN TXE UNITED STATES, TME
LENDER SHALL COMMUNICATE WITN BORROVER IN A TIHELY
FASHION TO IMPLEMENT THIS SECTION.

19. BORROVER SHALL TAKE SUCH STEPS AS MAY BE NECESSARY
70 PUBLICIZE IN DIAME OF DEVELOPING COUNTRY} THE
AVAILABILITY OF FURDS UNDER TNIS LOAN,

1. THIS AGREEMENT SHALL BE SUBJECT TO PERIODIC AUOIT 8Y
AUTNOR|ZED REPRESENTATIVES OF TNE LENDER TO OETERMINE
WHETNER 1TS TERMS AND COMDITIONS ARE BEING FULFILLED.
BORROVER Vill:

() FURNISN TRE LENDER SUCK INFORMATION AND REPORTS
RELATING TO ACTIVITIES UNDER THIS AGREEMENT ARD UNOER

SUBLOANS AS THE LENDER MAY REASONABLY REQUEST;

) MAINTAIK OR CAUSE TO SE MAINTAINED, |N ACCORDANCE
VITH GEMERALLY ACCEPTED ACCOUNTING PRINCIPLES ANO
PRACTICES CONSISTENTLY APPLIED, BOOKS AND RECORDS
RELATING TO ACTIVITIES URDER TNIS AGREEMENT AND TO
SUSLOANS, ADEQUATE TO SNOW, WITNOUT LINITATION, THE
RECEIPT AND USE OF FUNDS UNDER THIS LOAN;

(C) AFFORD AUTNORIZED REPRESENTATIVES OF TWE LENDER THE
OPPORTUNITY AT ALL REASONABLE TINES TO AUDIT AND INSPECT
THE UTILIZATION OF TME LUAN AND SUBLOANS. AND aoons,
RECORDS, AND OTNER DOCUMENTS RELATING TMERETO, wicH wiLL
SC MAINTAINED FOR THREE YEARS AFTER THE SATE OF LAST
DISBURSEMENT NEREUNDER, AND WITN RESPECT TO SUBLOANS FOR
THREE YCARS FROM TNE DATE OF DISBURSEMENT BY LENOER OF
FUNDS NEREUNDER FOR EACN SUSLOAN; AND

@) INSTRUCT ITS OWM INOEPENDENT AUDITORS TO AUDLT
ANNUALLY EACN uUllOAI ANO FORVARO TNE RESULTS OF THE
AUOIT TO THE LENOER.

WNCLASSTFIED
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12. (L) PAYREMTS OF PRINCIPAL AND INTEREST WilL BF PADE
IN THE CURRENCY OF tNAME OF DEVELOPING COUNTRY)  onD
VILL BE APPLICD FIRST TO THE FaYMENT OF INTEREST DUL AND
THEN TO THE REPAYMEWT OF PRINCIPAL  EXCEPT AS THE LLNOER
MAY OTPERVISE AGREE M WRITING, PA/MEXTS witL O
BEPOSITED WiTH THE REGIOMAL CONTROLLER, USAID, ARERICAN
EMBASSY, , AMD VILL BE DEEMED MADE WHEN RCLEIVED
IN SAID OFFICE.

@) PAYTENTS OF PRINCIPAL, INTEREST, AND ANY REFUNLS
VILL 8€ rAID BY BORROWCR IN FULL, FREE OF ANY DETUCTICNS
FOR ANY TAXES, CHARGES OR WITHHOLOINGS DF WHATEVER
NATURE. IF BORROVER 1S PROWIBITEO BY LAW FROM MAKEING
SUCK PAYHENTS FREE OF SUCK ODERUCTIONS OR WITHHOLOINCS,
THEN BORROVER WILL PAY WHATZVER ADDITIONAL AMOUNT il
NECESSARY TO MANE THE ACTUAL AMOUNT RECEIVED 8Y LENCE®
EQUAL TO THE GROSS AMOUNT THMAT LENJER WOULD HAVE RECEIVED
ViTNOUT REDUCTION FOR SUCH CEDUCTIONS OR WITHHOLOINCS,
BORROVER WILL PAY, DIRECTLY TO THE TAXING AUTHORITY, ANY
TAXES, DUTIES, FEES OR CNARGES INPOSED ON THIS AGREEMENT
OR AMY ASPECT OF THE TRANSACTIONS SETVEEN BORROWERAKD
LENDER CONTEHPLATED 8Y THIS AGREEMENT

) TKE OUTY OF BORROWER UNDER SECTION 12 (&) Will
SURVIVE THE REPAYRENT IM FULL OF PRINCIPAL AND INTEREST.

13, UPOM PAYAENT OF ALL [NTEREST AND ANY REFUNDS THEN
DUE, THE BORROVER MAY PREPAY, WITHOUT PEMALTY, ALL OR AMY
PART OF THE PRINCIPAL. UNLESZ THE LENDER OTHERWISE
AGREES 1N VRITING, ANY PARTIAL PREPAYMENTS Will OF
APPLIED TO THE IMSTALLMENTS OF PRIKCIPAL 1M THE IMVERSE
ORDER OF TAEIR RMATURITY.

14, UPOM PAYMENT IX FURL OF THE PRIKCIPAL AND ANY
ACCRUEO IMTEREST, TNIS AGREEMENT, AND ALL OBL IGATIOKS OF
THE BORROWIR AND TNE LENDER UNOER 1T, WILL CEASE, EXCEPT
AS INDICATED IN SECTION 12 (C).

15. () AS A CONDITION PRECEDENT TO THE DISBURSEMENT OF
FUNDS BY TNE LENOER, THE BORROWER:

@) VILL FURNISH A LEGAL OPINION ATISFACTORY TO THE
LENOER FROM COUNSEL SATISFACTORY TO THE LENDER
PEMONSTRATING THAT UNDER THE LAVS OF OIAIE OF DEVELOPING
COURTRY):

A= BORROWER IS A FINGNCIAL INTERMEDIARY, LOCATED OR
OPERATING IN (NARE OF DEVELOPING COUNTRY), THAT IS
EITRER: A BANK, FINANCIAL INSTITUTION, COOPERATIVE,
NONPROF IT VOLUNTARY AGENCY, OR OTHER ORGANIZATION WhICH
RAS BEEN DETERMINEO BY TWE LENDER TO NAYE THE CAPARILITY
T0 RAKE AND SERVICE A LOAN;

<§- BORROVER NAS TRE LEGAL CAPACITY TO BORAOW FROM
AND REPAY .0 TAE LENOER, ANO TO MAKE AND SERVICE
SUBLOANS, IN ACCORDANCE V1TN THIS AGREERENT;

«C- TNIS AGREEMENT WAS BEEN DULY AUTHORIZED AND/OR
RATIFIED BY, AND EXECUTED ON BENALF OF, BORROVER, AND
TMAT |T CONSTITUTES A VALID®AND LEGALLY BINDING
OBLIGATION OF BORROVER IN ACCORDANCE WLTN ALL OF ITS
TERns;

oD- THIS AGREEMERT MAY BE ENFORCED BY LEGAL

PROCEEOINGY AGAINST TNC BORROVER UPON FAILURE OF THE

SORROVER TO MEET ITS ORLIGATIONS UNDER THIS AGRELNENT;

2) WILL FURNISK A WRITTEN STATEMENT, ACCEPTABLE TO THE
LEROER, [NDICATING (A) THE STEPS THAT THE SORROVIR Wil
TAKE TO CARMY OUT THE PROVISIONS OF SECTION 18 OF ThiS

AID7877
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AGREERENT, REGARDING PUBLICITY,AND @) [NDICATING MOV
BOKROWER VILL ESTABLISN AEASONABLE RATES OF INTEREST
APFLICASLE 1O SUBLDANS.

@) IF BORROVER WAS KOT VITHIN NONTHS FROM DATE OF

SIGNATURE OF TNE AGREEMENT, OR SUCN LATER D' 4S LEBZER
MAY AGREE TO IN WRITING, MET THE CONOITIONS SyECIFIEDL IN
THIS SECTION, LENOER MAY TULRMINATE THIS AGREERENT 3Y
WRITTEN NOTICE TO BORROVER.

16. (&) BORROWER, NAVING SATISFIED TNE CONDITIONS
PRECEDENT OF SECTION )5 ABOVE, AND HAVING FURNISKED 10
THE LENDER THE NAMES OF (TS AUTHORIZEO REPRESEMTA.IVES
AMD TMEIR SPECIMEN SIGNATURES [N ACCORDANCE WITH SECTION
17 BELOW, MAY OBTAIN FROM THE LENUER THE FUMDS NEEDED FOR
1TS ESTIMATED OUTLAY OF SUBLOANS OURIMG THE NEXT

(SEE GUIDANCE NOTE) UPON REQUEST OF AN AUTHORIZED
REPRESENTATIVE. THE LENDER WILL ARRANGE TRANSFER OF THE
FUNDS FROM THE U.S.G. OEPOSITORY BANK [N (NAME OF
DEVELOPING COUNTRY).

) WMEN BORROVER REQUIRES ADDITIONAL FUKDS HEREUNOER, 7
VILL IDENTIFY 10 LENDER:

(2} FUXDS RECEIVED TO DATE;

(2} MOV FUNDS RECEIVED VERE USED:
=A- TO WMON LENT.

*B- FOR WAT PURPOSES.

=C- 0N WNAT TERNS,

(3)  CUMULATIVE RELENOING SO FAR; AND VILL CERTIFY THAY
ITS STATERENTS ARE TRUE AND CORRECT AND [N CONFORMITY
VITH THIS AGREEMENT.

(C) EXCEPT AS THE LENDER MAY OTNERWISE AGREE IN WRITING,
NO DISBURSERENT OF FUNDS BY THE LENDER SHALL € MADE 1K
RESPONSE TO A REQUEST RECEIVED AFTER (SUGGEST EJGHTEEN

(18) RONTNS) FROM THE OATE OF SIGNING OF THIS AGREEMENT.

17. REPRESENTATIVES, FOR ALL PURPOSES RELEVANT TO TNIS
AGREEMENT, WILL BE THE PERSONS NOLDING OR ACTING IN THE
OFFICE OF:

== FOR THE BORROWER: OFFICE OF

-- FOR TRE LEWDER: OFFICL OF

EACH OF wWMON, 8Y WRITTEN NOTICE, MAY DESIGNATE ADOITIONAL
REPRESENTATIVES.

NANES AND SPECIMEN SIGNATURES OF BORROVER'S

© REPRESENTATIVES VILL BE PROVIDED 10 VHE LENOER, WHICH MAY
ACCEPT AS DULY AUTNOR(IZED ANY INSTRUMENT SIGKED BY SUCH
REPRESENTATIVES IMPLEMENTING THIS AGREEMENT, UNTIL
RECEIPT OF VRITTEN NOTICE OF REVOCATION OF TREIR
AUTHORITY,

18,  COMMWUNICATIONS BETWEEN BORROVER AND THE LENOER UNDER
*THIS AGREEMENT, WHICK WiLL BE 1N ENGLESN UNLCSS BOTN
PARTIES OTNERWISE AGREE, WiLL BE IN WRITING AND WILL DE
OEEMED GivIN \Mll DELIVERED AS FOLLOWS:

SORROVER'S MAIL ADDRESS, AND ALTERNATE ADDRESS FOR
TELEGRARS:

UNCLASSIFIED
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THE LENDER'S LOCAL MAIL ADDRESS, AMD ALTERNATE
ADORESS POR TULEGRANS:

OTHER ADORESSES MAY 8E SUBSTITUTED UPOM TKL GIVING
o norice.

19, DORROVER VILL CARRY OUT THIS AGREEMENT WITN DU
DILIGINCE AND IN COMFORMITY WITH SOUND FINANCIAL AM{
MANAGEMENT PRACTICES.

10. JORROVER VARRANTS THAT THE FACTS AND CIRCUMSTANCES
OF WHICH 1T WAS INFORMED THE LENDER 1N THE COURSE Of
REACHING TNIS AGREEMENT ARE ACCURATE AND COMPLETE, »ND
INCLUDE AMY THAT MIGHT MATEIIALLY AFFECT THE PERFORNANCE
OF THE BORROWER'S REPONS!BILITIES UMDER TH!S AGREEMINT,
SORROVER Will INFORR THE LENDER IN TIRMELY FASKION OF ANY
FACTS OR CIRCUMSTANCES THAT MIGHT REASOWABLY BE BEL.EJ/ED
TO MATERIALLY AFFECT THE PERFORMANCE OF THE BORROWEL'3
RESPONSIBILITIES UNDER THIS AGREEMENT,

21.  BORROVER UPON NDTICE MAY CANCEL ANY PART OF TH!S
LOAN WM ICi! HAS NOT BEEN OISBURSED.

22. W} 1T WILL BE AW QUOTE EVENT OF DEFAULT UNQUOTE IF
BORROVER SHALL MAVE FAILED:

(1) 10 PAY \MEN OUE ANY INTEREST OR INSTALLNENT OF
PRINCIPAL REQUIRED UNDER THIS AGREEMENT, OR

@) TO MAINTAIN TS BUSINESS AS A FINANCIALLY SECURE
GOING CONCERN WITHOUT, INTER ALIA, SELLING A SUBSTANTIAL
PART OF 1TS ASSETS, ENTERING SANKRUPTCY OR REORGANI ATION
PROCEEDINGS OR THE LIKE, FAILING TO PAY (7S OEBTS I 2
CURRENT FASNION, OR OTUERVISE IMPARING 1TS ABILITY "0
STRVICE ITS DEATS, R

(3) 7O COMPLY WITH ANY OTHER PROVISION OF TNIS AGREEMENT,

@) IF AN EVENT OF DEFAULT SNALL NAVE OCCURRED, THTN TKE
LERDER RAY (1) OECLINE TO MAXE FURTMER OISBURSEMENTZ OF
PRINCIPAL, ANO MAY (2} GIVE TNE BORROWVER NOTICL THA® AL
OR ANY PART OF THE UNREPAIO PRINCIPAL WILL OE OUE AMD
PAYABLE SIXTY €8 ODAYS TREREAFTER, VITN INTEREST, «NO,
UNLESS SUCN EVENT OF DEFAULT IS CURED VITNIN TNAT T Nt
SUCH UMREPAID PRINCIPAL AND ACCRUED INTEREST MEREUNDER
VILL DE DUC AND PAYABLE IMMEDIATELY.

23, THE LENOER MAY REQUIRE, WITHIN SIXTY (68) DAYS OF
SORROVER’S RECEIPT OF A REQUEST THEREFOR, A REFUND OF ANY
PRINCIPAL CISBURSED MEREUNOER WHICNH IS NOT USED IN
ACCORDANCE WITM THIS AGREEMENT. SUCH RIGNT TO REQU RE A
REFUND VILL CONTINUE, NOTWITMSTANDING ANY OTHER PROVISION
OF TNIS AGREEMENT, FOR THREE (3) YEARS FROM THE DATI OF
TRE LAST DISBURSENENT UNOER THIS AGREEMENT,  ANY SUtH
REFUND WILL OC "\VAILABLE FOR RE-USE UNDER THIS AGREIMENMT,
IF AUTNORIZED BY THE LENDER IN WRITING, AND OTHERWILE
WILL BE APPLIED Ta TME INSTALLMENTS OF PRINCIPAL IN THE
INVERSE ORDER OF TMEIR MATURITY AND THE AMOUNT OF THIS
LOAN REDUCED 8Y TNE AMOUNT OF THE REFURD AS APPLIED.

30, THE BORROWER SNALL MARE NO TRANSFER OR ASSIGNMENT OF
THIS AGREEM®™Y OR ANY OF TS RICNTS NEREUNOER WITNOUT THE
WRITTEN APPROVAL OF THE LENOER.

13, ANY FAILUNT Ok DELAY OF TKE LENDER IN EXERCISING IN
WOLE OR IN PART ANY OF TS RIGHTS UNDER THIS AGREENENT
SNALL NOT COMSTITUTE-A WAIVER OF ANY SUCH RIGHTS,

36,  XOT VITHSTANDING ANY CANCELLATION, SUSPENSION OF
DISBURSEMENT, OR ACCELERATICN OF ARY PATMENTS, THE

AtOION
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PROVISIONS OF THIS AGREEMENT WILL CONTINUE 1N EFFECT

WT{L THE PAYMENT IN FULL OF THE PRINCIPAL AND ACCRUED
SWTEREST HEREUNDER,

I8 VITNESS WEREOF, THE BORROVER ANO THE GOVERNMENT OF
TBE UNITED STATES OF ARCRICA, [ACH ACTING THROUGH 11s
OULY AUTHORIZED REPRESENTATIVE, KAVE CAUSED THIS
AGREEMINT 10 BE SIGNED N TNEIR NAMES AND DELIVERED AS OF
TEE DAY ANO YEAR FIRST ABOE WRITTEN.

NANE OF BORROWER)

8y
TYeeo

TITLE .
UNITED STATES OF AMERICA

TYPED
SANE:

TITLE:
SROVOTE
GUIDANCE NOTES FOR SECTION 188-IF! AGREEMENT

BOTE FOR SEC. 3. (A} TNE INTEREST RATE PAYABLE BY THE
IF1/BORROWER VILL BE OETERNMINED AS PREVIOUSLY DESCRISED
@ER RCF (1), Q AND A-€). NOVEVER, THE INTEREST RATE 10
O PAID 8Y THE IF| 1S MOT TO BE LESS TWAM THE RATE oF
INTEREST BEING PAID TO THE USG BY TNE DEPOSITORY JANK AT
TRE TINE THE FUNDS ARE VITHORAW FROM THE DEPOSITORY BANK
T8 BE DISBURSED TO THE IFI, THUS, DISBURSEMENT FROM THE
@36 ACCOUNT DOES MOT THEREBY RESULT IN LOVER IMTCREST 10
THE U.S$.6.

@) THE LANGUAGE QUOTE ON A DATE TO BE SPECIFIED BY THE
©.5.G. URQUOTE PERMITS SELECTION OF A DATE MORE
CONVEKIENT FOR ACCOUNTING PURPOSES, E.G., JUNE 38, RATRER
THAN ON ACTUAL DATE OF FIRST DISBURSEMENT PLUS 6 HONTHS,
€.6. FEBRUARY 29, MARCH 23, OR THE LIXE.

WOTE FOR SECTION 4. REPAYRENT DATES UNDER TNE VARIOUS
" LOANS TD IFI‘S MUST BE TIMED TO RESULT IN MATCNING THe
EPEZTUAL SCHEDULE FOR COMVERS 10N TO DOLLARS BY THE NOST
GOVERNRENT UNDER THE COUNTRY-TO-COUNTRY AGREEMENT.

NOTE FOR SECTION S. AS TO THE TINING OF DISSURSEMENTS,
TEE BORROVER SHOULD UNDERSTAND THAT THESE MAY BE NAOE
FRON A REGIONAL U.S. TREASURY OFFIeE €.G., PamIS) BY .
LOCAL CUARENCY CNECK, FOR INSTANCE. INTEREST Will START
TO AGCRUE OWCE SUCH A CNECK 1S ISSUED, TWOUGH IT MAY BE

SEVERAL DAYS BEFORE THE CNECK CAN BE DELIVERED |¥ TNE
BEVELOPING COUNTRY AT SSUE,

WOTE FOR SECTIOR 2.. TNE REQUIREMENTS OF SECTIONS 6 AND 7
A3 TO TME USES OF THE FUNOS DERIVE DIRECTLY FROM TME
STATUTORY PROYISIONS OF SECTION 188, (F, CONPATIOLE WITK
TRESE PROVISIONS, THE IN-COUNTRY POLICY GROUP (arG, sEc
BEFS) DECIDES TWAT FURTNER FOCUS SHOULD BE ADDED TO THE
SCOPE .OF SUBLOANS, SUCN FURTNER FOCUS COULD CONSTITUTE A
WEV PARAGRAPH, E.G. SUS-SECTION 7-0,

MOTE FOR SECTION 12: IF VISNED, THIS MAY S VORDED $O

UNCLASSIFIED

STATE 18 6836 99663)
TRAT PAYMENTS VILL BE OEPOSITED WiTH TNE USAID CONTROLLLR
AT PCST, OR WITH TNE AMIMBASSY CAZHISR IF TS 1S
AGREEALLE TO THE CASHIER, RETAIN, 1% CAZE OF WEED, IME
LANGUAGE:  EXCEPT A3 THE LENDER May OTHERWISE AGREE N
WRITING,

NOTE FOR STCTION 1S () (2}, THE REFERENCE IN THE
COMDITIONS PRECEDENT (C/P’S) AT THIZ POINT 1S 10
ACCOMIODATE THE STATUTORY MANOATE OF SECTION 148 (B} TNAT
THE 1F 1 MUST AGREE TO MANE [ DANS AT FTASOUABLE RATES OF
INTEREST, SECTION 6 OF TME USG-1F) AGREEMENT, sBOVE,
CONTLINS THIS GENERAL PLEDGE, AND REVIEW AT TNE C/P
STAGE, 1.E. BEFORE THE U.S. DISBYRSES FUKDS, 1S INTENDED
TO ALLOW MORE SPECIFIC SATIZFACTION, (PGS WILL HAVE TO
ASSESS HOV TO SEEK THIS SPECIFIC SATISFACTION: WHLTHER
THE BORROVER SNOULD BE EXPECTED TO IENTIFY A RATE, OR a
RANGE OF RATES, OR A MANNER OF CSTARLISHING A RATE OR
RANGE, CONSISTENT VITN GOOD BUSINESS PRACTICES, £TC.,
WILL BE FOR LOCAL DECISION.

THE DEFINITION TNUS ACKIEVED OF WMAT IS quore REASONABLE
UNQUOTE COULD BE SAID TO COMTINUE PAST THE C/p STAGE, OUE
T0 THE BORROVER‘’S UNDERTAKING IN SECTION 6.

NOTE FOR SECTION 16. TME MODEL ACREEFCNT LEAVES A BLANX
1M SECTION 16 FOLLOVING QUOTE THE FUNCS NEEDED FOR IS
ESTIMATED OUTLAY OF SUBLOANS OURING TNL MEXT

UNQUOTE. AN APPROPRIATE PERICO 15 10 B INSERTED; THIS
MAY RANGE FROM 30 DAYS TO 3 MONTHS T0 ¢ MONTMS.

SUCN FLEXIDILITY N ESTABLISKING TNIS PERIOD IS
APPROPRIATE, SINCE, UNDER THE NOTE TO SECT ION 3, THE RATE
OF INTEREST CHARGED TO THE IF1 RUST AT LEAST [QUAL e
RATE SEING PAID TO THE LENDER BY THE DCPOSITORY BANK AT
THE TIME OF TNE LOAN. MISSION DISCRETION (N THIS RECARD
18 T0 B SUPPORTED BY EVIDENCE IN ITS FILES OF THE EXTENT
TO WNICH TME IFT IS A STRO4G, VIABLE COMCERN.

THE 1PG 1S EXPECTED TG USE SOUND FINAMCIAL ANALYSIS
PROCEOURES IN DETERMINING CRITERIA ACTUALLY TO BE USED
FOR DETERNINING NOV ADDITIONAL FUMDS MAY BE OBTAINED. AS
TO WMAT 1S NEEOED TO OTTAIN ADDITIONAL FUNDOS, POSTS MAY
MOCIFY TNE ELEMENTS LISTED IN SEC. 16 @) WITHIN THE SAME
LINE OF INTENT, €.G. INFORMATION PERTAINING TO PREVIOUS
SUSLOANS.

NOTE FOR SECTION 18. THE LENDER’S LOCAL ADORESSES WiLL
8E TNOST OF THE LOCAL USAID, PER REF W) PARA. 1Y-A,

NOTE OM CASE-ZABLOCKI. TMESE ARE NOT INTERWATIONAL
AGREENENTS SUBJECT TO TNE CASE-2ABLOCK! ACT {1 U.S.C.
1120} REQUIREMENT TD SUBMIT TO CONGRESS. PLEASE SUBMIT 2
SIGNID ORIGINALS TO AID/W, OFFICE OF TaE COMTROLLER, LOAN
PANAGEMENT DIVISION, AND ONE ORIGINAL OR CERTIFIED COPY
TO AID/FVA/FFP FOR DISTRIBUTION. RETAIN A SIGNED
ORIGINAL N YOUR FILES.

NOTE On CAPIT;UIIHN. CAPITALITE NOTMALLY, INCLUDING
THE INITIAL LETTER OF WORDS WHICH THE SGREEMENT TREATS AS
A OEFINZD TEAM. TNUS: QUOTE SORROVER UNQUOTE, GUOTE
SUBLOANS UNOUOTE, QUOTE PRINCIPAL UNOUITE, THIS QUOTE
AGREEMENT UNQUOTE, QUOTE EVENT OF DEFAULT UNQUOTE. TNIS
NELPS REEP MEANING CLEAR: EVENTS OF DEFAULT, FOR
EXAMPLE, ARE LIMITED TO TNDSE DEFINED AS SUCH IN SECTION

e,

NOTE ON FbIMT. EXCEPY AS NDTED ABOVE, OR AS APPROVED 8Y
AID/Y, YOW ARE EXPECTEO TO UTILIZE THNE CLAUSES ABOVE.
ARRACOST
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MONETIZATION

Intent: The intent of monetization is to meet local currency
costs associated with grant food ald projects.

Definition: Monetization simply means sales of grant food aid
commodities, i.e., Title II and Section 416 regular and
emergency projects. Commodities can be monetized in PVO,
cooperative, as well as Government-to-Government projects;
monetization can be partial or full.

Description: Existing monetization projects represent a wide
variety ol possibilities: full monetization by cooperatives
for development purposes; full or partial sales of emergency
commodities by PVOs or host governments for food distribution;
and partial sales in regular Title II or Section 416 project
food aid. These projects are to be found world-wide.

Regular Programs: The Food Security Bill of 1985 has recently
focused attention on partial monetization of project food aid
by the World Food Program, PVOs and cooperatives. This partial
monetization of project food aid is the major focus of A.I.D.
monetization policy. The Bill legislates that a minimum of five
percent of the aggregate dollar value of both regular Title T1
and Section 416 programs be monetized. For FY 87, this would
represent approximately $11.4 million of Title II resources.
Percentage values for Section 416 are more difficult to
calculate as there 1s no proposed dollar budget for Section
416. Tonnages for Section 416 in FY 87 are expected to exceed
the 650,000 mt minimum.

Procedure: For partial monetization of Section 416 and Title
IT project food aid, PVOs and cooperatives will be responsible
for submissions of proposals and ultimate implementation and
accountability for monetization projects. Field missions will
be responsible for oversight as with all PVO/cooperative
projects. Monetization proposals will be submitted by PVOs ard
cooperatives as part of Operational Program Plans/project
documents and subjected to the normal review and approval
process of food aid projects.

For WFP (World Food Program) projects proposals which include
monetization will be reviewed in the normal CFA (Committee on
Food Aid) process.

The major issues which must be addressed by regular
monetization projects include:

Uses of Local Proceeds - The most appropriate uses of local
currency proceeds generated by monetization are:

o internal transport and storage costs;

Q



(o]

ancillary inputs which enhance project food aid objectives;

Other Issues:

0 exhaustion of all alternative funding sources

0 possible disincentives to local production and marketing;

0 effects of imports and sales on Usual Marketing Requirement
(UMRs - five year average of commercial imports);

0 host government approval of grant food sales program;

0 adeguate management and accountability.

Citations: Food Security Act, 1965, Section 1104,

Draft Policy Guidelines 1/87
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ESTABL ISHED FOR ~0ST HONETIZATION PROGRAMS; FVOS Will
NEED TO FACTOR 1HIS INTO THLIR PLANS., THERE 1S ALSO A
LEGAL REQUIREMENT THAT PVOS OCSCRIBE THE USES TO WHICH
THRY [NTEND TO PUT FUNDS EARNED BY MONETIZATION. THE
BOTTCH LINE 13 ThAT W& HAVE HERE A RESOURCE WH!ICH VE
CANNOT AFFORD TO IGNORE, BUT WHICH VILL MARE NEV

USDA/FAS: HCHAHBL 1SS (ORAFT) ¢HANAGER I AL DEMANDS ON BOTH PVDS AND MISSIONS.
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LOCAL CURRENCY COSTS. PVOS ARE OF COURSE STILL EXPECTED
TO MEET A SIGNIFICANT PORTION CF PROGRAM COSTS
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NOULD HOPE TO SEF KFW PROPOSALS !N RESPOXSE TJ THiS
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SUBJECT: PL 488 TITLE (1: MONETIZATION
REF: STATE 873368

1. PER REFTEL, ADDRESSEES ARE AVARE THAT THE 1385 FOQ0
SECURITY ACT PROVIDES THAT VE MOKETIZE, IN THE
AGGREGATE, S PERCEMT OF OUR REGULAR PROGRANS FOR THE
Py0S. IT IS UNDERSTANGABLE THAT THE TARGET VILL NOT BE
MET THIS YEAR AS PROGRAMS WERE WELL AOVANCED BEFORE §
PERCENT REQUIRENENT VAS IMPOSED. WE ARE, WOWEVER,
DISAPPOINTED N THE KUNBER OF FY 37 MOMETIZATION
REQUESTS RECEIVED TO DATE. FIVE PERCENT OF OUR
AGGREGATE REGULAR PROGRAM FOR FY 87 WOULO BE ABOUL_14
MILLION ODLLARS. TO DATE WE HAVE RECEIVED LESS THAM OXE
MILLION DOLLARS WORTH CF MONETIZAT{ON REQUESTS THROUGH
THE MISSIONS FRCM THE PVOS. WHILZ MONETIZATION IS ONLY
POSSIBLE IN THOSE COUMTRIES WHERE THERE S AMPLE
PURCHASING POVER, WE BELIEVE THAT WE HAVE FAR FROM
EXHAUSTED THE MONETIZAT{ON POSSINILITIES.

2. INCREASED MCNETIZATION REPRESENTS AN ADDITIONAL
FUNDING SOURCE TNAT MAY MAXE IT POSSIBLE TO EXPAND PVO
ACTIVITIES IN A TINE OF OECLINING OVERALL RESOURCES.

FIRST PRIORITY WOULD BE GIVEN TO ANCILLARY EXPENSES OF
MOVING THE FOOD |TSELF SUCH AS INTERWAL TRANSPORT AND
WAREHOUSING, THE PARTICULARLY ONERQUS BURDENS THESE
ITENS IMPOSE IN AFRICA COULD THEREBY BE RELIEVED.

SECOND PRIORITY WiLL BE GIVEN TO OTHER DEVELOPMENTAL
MONETIZATION INITIATIVES PARTICULARLY THOSE ASSOCIATED
WITH CHILO SURVIVAL. LOCAL CURRENCY GEWERATED 8Y FO00
SALES CAN 8E ISED TO PROVIDE THE CONCOMITAMT RESOURCES
TO MAK[ SUCH PROGRAMS GD. SUCH COMPONENTS AT GROWTH
MOMITORING, HUTRITION EDUCATION AND ORT 4RE TNU3 READILY

UNCLASS IFIED :



DRAFT
POLICY GUIDELINES FOR MONETIZATION
JF PRIJECT FOOD AID

(Voluntary Agency and Cooperative Projects)

A, Introduction

Monetization means selling a portion of the commodities granted
under Title II and/or Section 416 for project food aid and
using the local currencies generated by this sale to fund
activities-- i.e., internal transport or ancillary inputs--
which support the objectives of the food aid project. This
policy guidance pertains to projects administered by Private

Voluntary Agencies and Cooperatives.

The presumption is that the bulk of grant food aid commodities
will be targeted for direct distribution to needy individuals.
While there may be exceptional circumstances for which full
monetization would be appropriate, 100 percent monetization
changes the predominant character of project food aid. Thus,
full monetization would be considered only when it is clearly
demonstrated that the developmental impacts would justify the
hizh cost to the U.S.G. of providing food and transport on a

grant basis.
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These guidelines establish a general policy framework for
Missions, Private Voluntary Agencies and Cooperatives considering

partial monetization of project food aid.

B. Program Guidelines

1. Cowmplementarity The guiding principle of partial

monetization is that the sales proceeds generated should
complement and strengthen project food aid. Partial monetization
must assist in achieving the fundamental objectives of the
project. Project food aid is provided on a grant vasis intended
to compensate for distributional and structural inequities in
Third World countries and, therefore, is targeted to selected
groups which do not have access to adequate food supplies or which

lack the income to purchase food.

2. Alternative Resources Alternative sources of funds must be

explored and found to be unavailable or inappropriate. Because of
the trade-off between numbers of beneficiaries and greater impact,
monetization of grant commodities should normally be considered a
last recourse for funding complementary inputs for project food
aid. Sales proceeds should not substitute for commitments from

host governments, PVOs, or Cooperatives.
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Potential alternate funding sources include:

- Host zovernment contributions. Host 3overnment- owned local
currencies should be investigated as a means of meeting

. related costs of project food aid. In countries which have

an established financial capability to support the non-food
costs of project food aid, these resources should be used.

Monetization should not substitute for host government

recources. These government resources include general budget

receipts, as well as local currencies generated by other food

aid -- Title I/IIL for example -- or commodity import programs.

- PVO and Cooperative financing. 1In the past, these
organizations have largely been responsible for both ancillary
costs and internal transport costs of their projects. The
full range of PV and Cooperative resources should be

determined inadequate before monetization is proposed.

= Operational Program Grants (J0PGs). Though a specific OPG
should not be sought solely to provide local currency to
support a PVO or Cooperative-sponsored food aid project, OPG's
in related sectors (health, nutrition) may offer a way of
meeting local costs associated with dollar funding

requirements.
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3. Implementation Capacity Monetization programs will

generally be implemented by the participating PVO or Cooperative
that has title to the food. The participating organization must
have proven capacity to administer partial monetization of a food
aid project. Specifically, the organization must meet the

following conditions:

- to maximize the U.S. zovernment resource and its
complementary impact on project goals, the PVD or Cooperative
must be able to demonstrate that commodities will be sold at
or near free market value or alternatively that the funds
made available for complementary inputs and/or internal

transport will be equivalent to that value;

- PVOs or Cooperatives must ensure that all resources generated
from commodity sales - less legitimate transaction costs --
will be used for the purchase/provision of approved
complementary inputs and/or internal transport, and that they
will be able to maintain accurate records of proceeds and

uses.

The role of the A.I.D. Mission will remain that of oversight and
monitoring as is normally the case with PVO and Cooperative

projects.
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4, Disincentives/UMR Depending on the volume of sales and

choice of commodities to be sold, monetization of Zrant
commodities could create a disincentive effect. In partial
monetization cases, we do not anticipate that the level of
tonnage sold will comprise a significant percentage of domestic
consumption. Thus, in most cases, a disincentive analysis need
not be completed to ensure there are no negative impacts on local
production or marketing. However, if in an exceptional case,
e.g., one of large volume, the disincentive issue appears to be

present, the USALD should examine it in its proposal to AID/W,.

Similarly, sales of Title II and Section 416 commodities are
subject to consultation before the Consultative Sub -Commi ttee on
Surplus Disposal. Such consultations would require a

determination of Usual Marketing Requirements (UMR).

5. Program Duration and Size In order to maintain the

character of project food aid, only a portion of project
commodities should be monetized. The appropriate level will vary
by individual situation. Exceptionally large monetization
proposals will be treated as extraordinary and will have to be

justified on a case-by-case basis.

\)
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For the purpose of coherent programming, projects involving
monetization should be planned, justified and reviewed on the
basis of life-of-project needs, i.e., they should be programmed
in wulti-year terms, where appropriate. Consistent with this,
these projects should have a specificz implementation timetable,
with clearly defined starting and termination dates. As in all
food aid projects, annual levels will be contingent on commodity

availabilities and yearly approvals.

6. Documentation and Design Requirements: Requirements for

project documentation and design for monetization need not be as
involved as those for DA projects. However, more information is
necessary than is generally provided in PV) Operational Plans

(OPs) and Cooperative project proposals.

As part of expanded Operational Plans or project document, the
PVO or Cooperative should provide the following information: 1)
a description of the purpose of the monetization program,
including an analysis of the expec ted impacts, which considers
the benefit¢s monetization will bring and how it will enhance
achievement of project objectives; 2) a description of the
planned uses of local currencies which includes a life-of-project
plan with intended outputs, benchmarks of progress, the
responsibilities of the participating sponsor, host government,

and other participants and a plan for



assessment of performance; 3) a budget of projected local
currencies to be generated and planned uses; 4) a description of
the mechanics of the commodity sale including any special
ordering of commodities, port handling, inland transport, and
provisions for disbursement, control and accounting for proceeds;
this should also include a description of the anticipated local
sales price and the marketing mechanism through which the
comanodities will be sold; 5) a discussion of why other sources
of funds are either unavailable or inappropriate, and a
demonstration that monetization will not substitute for host

government or cooperating sponsor resources.

C. Project Administration

The following conditions of implementation should be observed:

1. QJverall Size - Determination of the percentage of the project

to be monetized should be calculated in value terms ($ U.S.) not

volume.

2. Duty-free status - Title II and Section 416 commodities are

imported into recipient countries free of import duties. Where
monetization is contemplated, negotiations with host government

may be necessary to preserve this duty-free status.
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3. Markings on bags - The normal grant commodities bags should

not be used for monetization as they are marked '"mot for

resale''. To solve this problem the participating private
voluntary agency and the USAID should make a special request
either: (1) that the commodities be sent in bulk and bagged in
country winere these facilities exist; or (2) that the commodity
order be split with the part to be freely distributed in marked
bags, and the part to be sold in unmarked bags. These procedures

are currently followed for sales of emergency commodities.

4. Commodity Mix - In some cases, it may be appropriate to

utilize commodities of higher value in local markets for the
portion to be monetized. However, the potential for increased
currency zenerations must be balanced against increased
administrative and logistical costs, e.g., special orders,
differential handling, increased vookkeeping, more difficult
accounting, as well as overall commodity availabiilty. 1In
addition, there is a Congressionally mandated minimum tonnage of
Title II commodities which is earmarked for PVO, Cooperative, and
WFP projects. Within a fixed dollar budget, too many requests
for higher value commodities may reduce the total tonnage below
this legal minimum. The optimal commodity for monetization would
be one which has a relatively lower freight plus commodity cost

to the U.S., a relatively higher value in the local market.



D. Uses of Local Currencies

Internal Transport-- Costs of internal transport are among the
most important associated with project food aid. These costs are
prohibitively expensive in certain areas of the world which lack
adequate transport and infrastructure. However, these costs must
be met if these projects are to succeed in reaching targeted
groups-- particularly those far distant from ports and major
population centers. Payment of the costs of internal transport
of grant commodities is the first priority use of local

currencies generated by monetization.

Those costs which are appropriately covered as part of internal
transport expenses include only those costs which are directly
related to transport, handling and storage of U.S. grant food
commodities. Indirect costs and overhead costs are not
acceptable internal transport costs, e.g. salaries of permanent

program staff.

Ancillary Costs--Local currencies generated by monetization can
be used for a wide range of development-oriented activities which
support the objectives of project food aid. Examples are
provided below. Monetization is not intended to be used to meet
salaries of permanent project staff. Only in special

cirsumstances will recurrent ancillary costs be supported by
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monetization. An example of such circumstances would involve
financing of certain costs associated with project phase over
from U.S.G. to host country sponsorsk’'p. Thus, the proceeds
could cover some costs associated with strengthening local
capabilities to assume responsibilities for elements of a progranm

as it is phased over.

Uses of local currencies in Maternal Child Health programs would

include such inputs as scales, growth surveillance charts,

nutrition education and pilot ORT programs.

Uses for local currencies in School Feeding Prozrams could

include purcnase of tools and equipment for school gardens,
educational aids related to nutrition and equipment for school

kitchens.

Uses of monetization in Food for Work could iaclude inputs such

as simple tools, cement, fencing or compactors to complement
labor intensive infrastructure projects and short-term technical

services of, e.g., engineers, foresters and agriculturists.

Cash supplements or substitute cash payments to workers are

appropriate under special circumstances. These circumstances are:
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The program or portion of the program supported by payment in
cash must be integral and fundamental to the achievement of
agreed project food aid goals in the country concerned (e.g.,
the construction of infrastructure). It must be clear that

these goals cannot be achieved ia its absence.

It must be demonstrated that payment in food is not a
satisfactory alternative. Reasons must be clear and specific
(e.3., mizrant labor is necessary to construct infrastructure

but workers cannot transport food to their distant homes).



. SUGAR QUOTA
Section 416 Sugar Quota Compensation Program

Intent: The basic intent of the program is to honor U.S.
commitmen:s to sugar exporting countries. The program provides
commodity assistance to compensate these countries for foreign
exchangze losses resulting from reduced sugar exports to the U.S.

Description: Commodities supplied under this program are
provided under Section 416. These commodities are additional
to any regular or emergency food aid currently being provided
to the sugar exporting country. The program is not a precedent
for U.S. compensation to countries whose market share is
diminished through U.S. actions. Compensation programs were
iniriated in FY 1986 and scheduling of 1987 programs is
expected to extend into early FY 1988,

Thirty-nine countries in Latin America, Africa, and Asia are
eligible to be compensated on the basis of legitimate
requirements up to the dollar value of the estimated lost
revenue. Requests for sugar quota compensation, in the form of
a plan of operation and proposed agreemeni language, are
submitted by the requesting country through the A.I.D. Mission
or U.S. Embassy to FVA/AID/W. 1In view of the unique nature of
the program, Washington review has been streamlined and
decisions and shipments are made as quickly as possible.

DOC. 2783E
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SUBJECT:  12/15/88 AUNOUNCEMENT » SECTION 41b
COMMODITIES FOR SUOAR QUOTA COUNTRIES

REFS: (M) {a8) STATE 117093
- i6) (6} 197288

({ (86) STATE 223199

1, SUMMARY: ON 12/15/85 SECRETARY OF AGRICULTURE LYHG
ANNOUNCED JHE 1997 SUGAR 1MPORT QUDTA LEVELS, THE
SECALTARY ALSO STATED YHU COMMODITY DONATIONS WILL RE
AVAILARLE TO COUNTRIES 1M BY 1987 WHICH SUPFER ECOHOMIC
LOSSES AT A CONSEQUENCE OF THE REOVCTION I¥ SUGAR IMPORT
QUOTAS, THE HAIK VEHICLE FOR THIL AJTISTANCE CONTINUES
TO 8K SECTION 416 (B) OF THE RGRICULTURAL ACT OF 1948,
AMENDED, AS WAS TNE CASE LAST YEAR, REF (A}, GXCEPT AS
OYNENVISE STATEO HEREIN PROVISIONS FOR DEVELOPING
SECTION 416 (8) PROGRAM REQUESTS QND SIGNINC AGRELMENTS
WILL FOLLOV THOSE PROVIOED UNDER REFTELS. (N RESPONSE
TO REQUEST FROM ELIGIBLE COUNTRIES THE USU Will 3ELX 0
PROVIDE ASSISTANCE UP TO THE SUGAR QUOTA (FVEL INDICATED
IM PARAGNAPN Z, WHISH INCLUDES OCEZAN FREIGHT COSTS.

THIS ASSISTANCE 1S EXPECTED 1O € AUDITIONAL TO LEVELS
PROVIOED [N FY §6 AND TO ANY REGULAR AND EMERGENCY F0O0D
ALD PROGRAMS, {F QELIVERIZS FOR THE LEVELS ANHOUNCFD N

FY 06 HAVE NOT BEEN COMPLETED, IT HAY BE POSSIOLE TO
CONSOL IDATE THESE LEVELS WITH THE NEWLY ANNOUHCED LEVELS
INTO A SENGLL AGREEMENT.

2, IN VIEV OF THE ECONDMIC IMPACY THE MEDUCTION 1N THE
SUGAR QUOTAS FOR 1887 HAY HAVE ON SOHL SUGAR LXPORTING
COUNTRIES [CONOMILS, GOMMODITY CAEDIT CORPORATION (GCC)

202 647 5340 P.01

QUTGO I NG
TELEGRAM

STATE  §3974% 2780 Q0AE08  AIDE
WiLL, !N RESPONSE TO SPECIFIC REQUESTS, PROVIOE ON A '
PREGRITY BRSIS, AVAILABLE CCC STOCKS OF COHMODITIES
INOICATED (N PARA. 3 UNDER THE CORNOOITY DONATION
PAOGRAN COMMONLY KNOWN aS SECTION 416 8) DVRING 1937 TO
CEATAIN SUGAR-EXPORTING COUNTRIES. FOLLOWING ARE THE
COUNTAIES AND VALUE ANOUNTS, WHICK ALSO SOVER OCEAN
FREIGHT COSTS INCLUDED UNBER THI® PROGRAM INITIAPIVE (IN
MILLION US DOLLARS)

DOMINICAN REPUSLIC 48.2 PHILIPPINES L8
GUATERALA 12.4 MR 15.8
EL SAUVADOR ’ 1.4 PANARA 1.6
MAURITIUS 5.0 coLOndIA 8.3
COSTA R10A 3.6 HOMDURAS . 5. &
SVALILAND 4,1 THAILAND 1.7
NOZAMBIQUE 3.4 QUYANA 3.1
LINBASWE 3.2 seLItY 1.9
ECUAGOR 2.9 JAMAICA .9
HALAV| .6 BOLEVIA .9
INDIA 2.0 BAABADOS 1.6
CONGO 1.8 NAIYI 1.6
COTE D' IVOIRE 1.6 NADAGASCAR 1.6
PAPUA NEW GUINEA 1.8 ST, CNRISTOPNER 1.6
TRINIDAD-TOBAGC. 1.6 Flil 1.6

ATSPECTIVE U. 3. MISSIONS SHOULO OFFICIALLY INFORN
COUNTRY QOVERNSENIS OF TN(S PROGRAM INITIATIVE AND
ASSiST, WMEN NECESSARY AND/OR FEASIOLE, 1N DEVILOPING
THE FORMAL RGQUEST, INCLUDING YNE SROPOSED PLAN OF
OPERATION (ATTACHNMENT A) TQ THE SECTION 416 (B} PROGRAN
AGRUEMENT,

3. (N ASSISTING WITH THE DEVELOPMENT OF THE REQUEST AND
PLAN OF OPERATION MISSION SHOULO (NFORM COUNTRY
GOVERNNENTS THAT THE FOLLOWING COMMODITIES ARE CURRCNTLY
AVAILABLE AT THE FOLLOWING ESTINATED VALULS PR NETRIC
TOX:

CoNNMosITY us goLs/at
WHEaT 118
coru 1)
SORGHUA L}
SARLLY in
SOYREANS (1) 19
OATS L2
MILLED RICE 111}
NFON 128
WITIR 1,008
BUTTEROIL 1,113
(1131

40 LB BLOCHS 1,130
§ LD LOAVES 1,12
%0, 18 TIN CANS 1,428

(1) FOR MUMAN CONSUMPTION

PRICES DO NOT REPEAT HOT INCLUDK SHIPRING WMICH VARIES
ACCORDING TO DESTINATION.

IN DZVIENING THE ABOVE COMMODITY L1ST, MISSIONS SNOULD
KEEP IN IIND THAT WHILY THE CCC CONTINUES 1O OwM LARGE
GUANTITILS OF WHOLE GRAINS AND DAIRY PRODUCTS, NEW USES
OF THES? STOCHS FOR DONESTIC U.S. PROGRANS AND ("1}
ACQUIBITION OF STOCKS SUCN AZ GUTTIR AND CHEESE MAY
AFPRCT THE QUALITY AND QUANTITY OF CORMGOITIES REMAINING
AVAILABLE FOR SECTION 418 (R) PROGRAMMING. SOYOLANS ARE
AVAILABLE FOR HUNAW COMSUMPTION ONLY. CNEESE,
SUTTER/UUTTERQIL, -AND RECENTLY PUACHASED NFON HAY [[44-1, ]
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Deparnnent of State

PRGE 92 OF 92 5STATE g3ands 1709 899500 A1066KY
LINITED CURING THE YEAR. THERCFORL, (T 1S INPORTANT

THAT YOU ADVICE WASKINGION OF THL COMMODI T (1£S) AND
QUANTITIES/QUALIYIES DESIACD AT THE EpdL1EST POSIINLE

DATE SINCE ONLY CCC-CWNED COMNODITIES ARE aVAILABLE FOR

THIS PROGRAM. OF COUASE TRDITIONAL P.L. 488 FOOD AID

PROGRANHS SUPPLY SPECIFIC QUANTITIES OF AVAILABLE

COMMORITIES FROM THE U, S, COMMCRCIAL MARKET,

4. BASED ON EXPERIENCE WIT 1986 PROIRAN ANQ THE
GREATLY INCREASED SUGAR QUOTA QFF-SET LEVELS FOR 1887,
VE ANTICIPATE OIFFICULTY 1N CONPL7ING WiTH -The
REQUIRCMENTS FOR YXE BELLMON OLTEAMIWAT4QN AND
PROTECTING TRADITIONAL COMMERCIAL MAMKETS USUAL HarWeT
REQUIREMENT).  THERZFORE, ALL PRIPOSALS FOR CONMODITIES
UKDER THIS PROGRAN NUST PROVIOE THE FOLLOWING
IHFQRMATION FOR EACH COMMODITY REQUESTED

= 3} IN ORDER FOR THE DEPARTMENT OF AGRICULTURE Ta
DETERHINE THAT THE OELLMON REQUIREMENT HAS SEEN
SATISFIED FOR LACN COMMOOITY AEING PROVIDEO, A SuMMARY
STATEMINT MUST BE PAQVIOED BY RESPECTIVE U.S. MISSIONS
THAT . INCLUDES WACKGROUND INFORMATION INDICATING THAT
ADIQUATE STORAGE 15 AVPILABLE TO PREVENT POILAGE AND
VASTE, AND THE DISTRIBUTION OF THE COMNODITY VILL NOT
RESULT N SURSTANTIAL DISINCENTIVE TQ OR INTERPERENCE
VITH PRODUCTION GR MARKETING,

= 21 LIST OF COMMERCIAL IMPORTS BY COUNTRY OF ORIGIN
FOR THE PREVIOUS FIVE YEARS AND CSTINATED FOR Fy 27,
BACKGROUND INFORMATION QN PROBUCTION, CONSUNMPTION anD
TRAOL 16 HELPFUL ESPECIALLY [F RISSIONS MAYE REASON 10
PROPOSE REDUCTION OK WAIVER OF INDICATED UM,

S, NISSION SHOVLD D1SH NOTE TNAT IF 1NPORTING
GOVERMNENT INTENDS TO MONKTIZE DONATED GOMMODITIES,
LOCAL CURRENCY PROCEEDS MUST BT U3ED FOR aCTIVITIES
CONEISTENT VITH PROVIOING 00D ASSISTANCE PO NLEOY
PLOPLE. PLAN OF OPCRATION (WHICH 1S [NCORPORATED IN TNE
AGRUEHEHT} SHOULD DZSTRIBE THE PROGAAM AND |HCLUDE
(NFORMATION ON ACTIVITILS TO BT SUPPORTED WITH LOCAL
CURRENCIES. A REPORT TO CONGRESS OM THE LOCAL CURRENCY
USE 15 RECUIRED ANNUALLY. SEPTEL 10 FOLLOW RE REPORTING
REQUIRENENT.

6. YOUR EXTENDED SUPPORT IN OEVELOPING THE ABOVE NOTED
PROORANS FOR 1938 1S QREATLY APPRECIATED. VITH PAST
CXPERITNCE, uE ARC HOPEFUL MROGRanNING FOR 1987 CAN BE
EXPEDITED BOIH IN THE FIELD AND !N VASHINGION, SHULTL
UNGUOTE SHULTL UNGUOTE SHULTZ
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state 1972006
UNCLASSIFIED dated June 21 , 1986

AID/FVA/FFP/II1:ABRAUNSTEIN:JJ:3243Q
Ob/14/8b <235-28Y4Y
AID/FVA/FFP/II:WPEARSON

STATE/EB:JTUCKER {SUBS} | USDA/FAS:MCHAMBLISS {DRAFT}
OMB/IAD:GMOSER {SUBS}Y} | AID/PPC/PB:LTANNER {SUBS}
AID/FVA/FFP/POD:EJEFFERSON{SUBSY | AID/FVA/FFP/II:MDUYRE <{DRAFT}
AID/ES:GJOE !

PRIORITY NAIROBI. BRIDGETOWN PRIORITY. BELIZE PRIORITY. LA
PAZ PRIORITY. BOGOTA PRIORITY. BRAZZAVILLE PRIORITY

AIDAC NAIROBI FOR REDSO/EA ABIDJAN FOR EMBASSY AND REDSO/W h}{}
u

E.0. 1235k N/A ABOY3

TAGS: ncan
np 1\

SUBJECT: SECTION 4lb SUGAR QUOTA OFFSET: STREAMLINED
PLAN OF OPERATION AND SECTION 4lb AGREEMENT

GJ
BARBADOS FOR EMBASSY AND RDO
REF: <{A} STATE 117093 {B} STATE 14872l
L. SUMMARY: THIS MESSAGE PROVIDES INFORMATION ON:

{A} COUNTRY PROGRAMS APPROVED TO DATE IN PRINCIPLE
BY THE INTER-AGENCY DCCa

{B} PLAN OF OPERATION REQUIREMENTS UNDER SECTION
Ylba

{C} SAMPLE SECTION 4Lk AGREEMENT.

{D} DEFINITIVE FY 8L COMMODITY PRICES FOR PURPOSES
OF THIS PROGRAH-

{E} INCLUSION OF BOTH OCEAN TRANSPORT AND COMMODITY
COSTS UNDER DOLLAR ALLOCATIOM. END SUMHARY.
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2« TO DATE~ THE FOLLOWING COUNTRY PROGRAMS HAVE BEEN
APPROVED IN PRINCIP’" BY THE INTER-AGENCY DCC:

{A} LATIN AMERICA: BOLIVIA. GUATEMALA. GUYANA,
HAITI. JAMAICA. PERU. AND BELIZE.

{B} ASIA: THAILAND

{C} AFRICA: MOZAMBIQUE. ZIMBABUWE. IVORY COAST.
MADAQASCAR~ MALAWI+ MAURITIUS AND SWAZILAND.

3. PROVISIONS OF AID REGULATION 10 PREVAIL UNLESS
OTHERWISE STATED IN THIS MESSAGE. REGULATION 10 BEING
POUCHED TO ALL POSTS THAT HAVE NOT YET PARTICIPATED IN
OR INQUIRED ABOUT REGULAR SECTION 41k PROGRAM-

4. REFTELS SET OUT GUIDELINES FOR THE SUBJECT PROGRAN.
IN PARTICULAR+ REF {A} PARA 3 STATES THAT BECAUSE OF THE
UNIQUE NATURE OF THIS ASSISTANCE. PROGRAMMING CRITERIA
WHICH MAY OTHERWISE LIMIT APPROVALS MAY NOT APPLY.
NONETHELESS+ THE GOVERNING AID REGULATION 10 FOR SECTION
4Lk PROGRAMS SETS OUT REQUIREMENTS OF COOQPERATING
SPONSORS {E«.G- HOST GOVERNMENT}. INCLUDING A SPECIFIC
PLAN OF OPERATION IN SEVENTEEN POINTS {APPENDIX I}.
WHILE THIS REGULATION CONTINUES TO APPLY TO ALL SECTION
4Lk PROGRAMS. UNLESS OTHERWISE PROVIDED. THE
INTER~AGENCY DCC HAS APPROVED STREAMLINED PLAN OF
OPERATION RCQUIREMENTS FOR THIS SPECIAL SUGAR QUOTA
OFFSET PROGRAM. THIS WILL PERMIT COOPERATING GOVERNMENT
AND USG TO AGREE ON COMMODITY SUPPLY AND MONETIZATION AS
APPROPRIATE-

5. STREAMLINED PLAN OF OPERATION
A. THE FOLLOWING POINTS WILL APPLY:
- 1. NAME AND ADDRESS OF APPLICANT.
- 2« COUNTRY

3. KIND AND QUANTITY OF COMMODITIES REQUESTED
{INCLUDING PROCESSING+ PACKAGING STATEMENT AS APPLICABLE
-E£.G- 50 LB SACKS FOR NFDMs FLOUR FOR WHEAT3 CANS OR
LOAVES FOR CHEESE+ ETC-}
- 4. DELIVERY SCHEDULE

- 5. DESCRIPTION OF PROGRAMN

UNCLASSIFIED
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- {A} DIRECT FEEDING DESCRIPTION. IF ANY.
- {B} MONETIZATION:

- {1} GENERAL STATEMENT AS TO PROCEDURE
INTENDED FOR GENERATION AND MANAGEMENT OF LOCAL
CURRENCIES.
- {2} GENERAL STATEMENT AS TO THE USES OF
GENERATED CURRENCIES. AGREEMENT OF GOVERNMENT To SUBMIT
SUMMARY STATEMENT VERIFYING THAT LOCAL CURRENCIES HAVE
BEEN USED FOR OBJECTIVES STATED.

- be USUAL MARKETING REQUIREMENTS {UMR}-SECTION Ylbk
DONATIONS ARE NOT TO SUBSTANTIALLY DISTORT OR DISPLACE
LOCAL COMMERCIAL SALES OR NORMAL PATTERN OF
INTERNATIONAL TRADE/IMPORTS. DISCUSS THESE Two
IMPLICATIONS OF PROPOSAL. SHOULD A UMR BE REQUIRED-
WHERE ONE DOES NOT ALREADY EXIST UNDER SECTION 41k OR
TITLE I. POST WILL BE ASKED TO PROVIDE INFORMATION BY
COMMODITY ON LATEST FIVE~YEAR COMMERCIAL IMPORT DATA
WITH ESTIMATES FOR FY 8b. CONSULTATIONS ON ANY UMR'S
WILL BE EXPEDITED. A UMR WILL BE REQUIRED FOR ANY
COMMODITY SOLD.

- ?- RECORD KEEPING. ACCOUNTABILITY. AND REPORTING
PROCEDURES FOR:

- {A} COMMODITIES FOR DIRECT FEEDING~ IF ANY.

18} COMMODITIES FOR
COMMERCIALIZATION/MONETIZATION.

- {C} LOCAL CURRENCY PROCEEDS.

- 8. ADEQUACY OF PORT FACILITIES FOR QUANTITIES
SHIPPED.

- 9. IN-COUNTRY TRANSPORT AND STORAGE FACILITIES.

= 10. OBTAIN ASSURANCE FROM HOST GOVERNMENT THAT
COMMODITIES WILL BE RECEIVED IN COUNTRY AND NOT BE
EXPORTED.

= 1L- STATEMENT THAT COUNTRY IS IN COMPLIANCE WITH
BELMON REQUIREMENT THAT COMMODITIES CAN BE IMPORTED
WITHOUT INTERRUPTION/DISINCENTIVE TO DOMESTIC
PRODUCTION/MARKETING AND CAN BE STORED/DISTRIBUTED
WITHOUT SIGNIFICANT LOSSES.

UNCLASSIFIED
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B- ANY COMMENTS ON ABOVE GUIDELINES SHOULD BE TAILORED
TO COUNTRY-SPECIFIC PROPOSALS AS DEVELOPED OR FINALIZED.

b« SAMPLE SECTION Y41k AGREEMENT FOR SUGAR QUOTA
COUNTRIES:

A-  TEXT FOLLOWS:

IN ORDER TO EFFECT THE DISTRIBUTION OF AGRICULTURAL
COMMODITIES. THE AGENCY FOR INTERNATIONAL DEVELOPMENT
{A.I.D.}s THE COMMODITY CREDIT CORPORATION {CCC} AND
GOVERNMENT OF { } AGREE AS FOLLOUWS:

1. CCC AGREES TO DONATE TO THE GOVERNMENT 0OF { }
AGRICULTURAL COMMODITIES OF THE KIND AND AMOUNT
SPECIFIED IN SECTION 2 PURSUANT TO THE AUTHORITY OF
SECTION 4lb OF THE AGRICULTURAL ACT OF 1949, AS
AMENDED. CCC SHALL DELIVER SUCH COMMODITIES IN
ACCORDANCE WITH THE DELIVERY SCHEDULE SPECIFIED IN
SECTION 2.

2. AGRICULTURAL COMMODITIES TO BE DONATED TO THE

GOVERNMENT OF { } ARE AS FOLLOUWS:
- QUANTITY DELIVERY FOREIGN
PRODUCT PACKAGE MTS {LBS 000} MONTH PORT

NOTE: SHOULD THE ABOVE SCHEDULE CHANGE - THE GOVERNMENT
oF { } WILL PROMPTLY INFORM CCC AND COORDINATE A
REVISED DELIVERY SCHEDULE. THE PERSON TO CONTACT IS
CHIEF+ EXPORT OPERATIONS BRANCH+ AGRICULTURAL
STABILIZATION AND CONSERVATION SERVICE/USDA- KANSAS CITY
COMMODITY OFFICE {KCCO}+ P.0. BOX 205, KANSAS CITY,
MISSOURI b4L4L+ TELEPHONE {81b} 92h-bL?23.

3. THE PAYMENT OF ALL COSTS ASSOCIATED WITH THE
REPROCESSING+ PACKAGING+ TRANSPORTING. HANDLING AND
OTHER CHARGES INCURRED IN THE DISTRIBUTION OF THE
COMMODITIES WILL BE APPORTIONED AS FOLLOWS:

= _A. CCC AGREES TO DONATE THE AGRICULTURAL COMMODITIES
WITHOUT CHARGE AND TO PAY THE FOLLOUING COSTS: OCEAN
TRANSPORTATION {IF APPLICABLE}. SURVEY FEES. AND
REPACKAGING OF DAMAGED COMMODITIES: PROCESSING -
HANDLING+ AND TRANSPORT COSTS TO U.S-. PORT{S} OF
ALLOCATION.

= B. THE GOVERNMENT oF { } AGREES TO PAY THE

UNCLASSIFIED
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FOLLOWING COSTS: INLAND TRANSPORTATION+ HANDLING AND

DISTRIBUTION WITHIN { }. THE COOPERATING SPONSOR
AGREES TO ARRANGE FREIGHT FORWARDING AND BOOKING-

-~ C« NOTWITHSTANDING SECTION 21i0.5 {D} {2} {I}. A.I.D.
REGULATION 10, THE GOVERNMENT OF { } AGREES TO
ARRANGE OCEAN TRANSPORTATION AND FREIGHT FORWARDING TO
ENSURE THAT AT LEAST bO PERCENT OF THE CARGO TONNAGE
UgDEE THIS AGREEMENT WILL BE CARRIED ON U.S. - FLAG
VESSELS-

4. THE QUALITY OF AGRICULTURAL COMMODITIES TO BE
DONATED BY THC CCC AND THE PACKAGING DESCRIPTIONS WILL
BE IN ACCORDANCE WITH THE SPECIFICATIONS IN ATTACHMENT B
TO THIS AGREEMENT-

G. THE TERMS AND CONDITIONS SET FORTH IN THE APPROVED
PLAN OF OPERATION {ATTACAMENT A} ARE INCORPORATED INTO
AND MADE A PART OF THIS AGREEMENT.

L« IN LIEU OF THE NO~SALES PROVISION OF AID REGULATION
10+ UP TO ONE HUNDRED PERCENT MONETIZATION IS PROVIDED
UNDER THIS AGREEMENT ON A SPECIAL CASE BASIS FOR SUGAR
QUOTA OFF=-SET OBJECTIVES.

2. PROVISIONS SET FORTH IN A.I.D. REGULATION 10 PREVAIL
UNLESS OTHERWISE PROVIDED IN THIS AGREEMENT. END TEXT-.

B. AGREEMENT IS SIGNED BY USDA/CCC AND MAY BE POUCHED
TO EMBASSY FOR SIGNING BY EMBASSY/MISSION AND HOST
GOVERNMENT. ALTERNATIVELY+ AGREEMENT MAY BE SIGNED BY
USDA~ AID AND FOREIGN GOVERNMENT REPRESENTATIVES IN
WASHINGTON+ AT YOUR OPTION.

2. PLEASE REVIEW PLAN OF OPERATION AND SAMPLE AGREEMENT
WITH HOST GOVERNMENT AND CABLE PROPOSED PLAN OF
OPFRATION TO WASHINGTON- PLAN OF OPERATION WILL BECOME
ATTACHMENT A TO SECTION 4Ylb AGREEMENT.

8. PRICES FOR SUGAR QUOTA OFFSET PROGRAMMING IN FY 198b-
THESE PRICES SUPERCEDE THOSE GIVEN IN REF. A.

A. GRAINS/PRODUCTS {COMPUTED BY USDA FROM ESTIMATED
EXPORT PRICES FOR P.L. 480 AND PROGRAMMING PROJECTIONS.}

COMMODITY DOLLARS/METRIC TON
WHEAT 130
WHEAT FLOUR 140

UNCLASSIFIED
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MILLED RICE 140
CORN 108
SORGHUN 104

B- DAIRY PRODUCTS {PROVIDED BY USDA FAS/DL AND PD AND
ASCS.}

COMMODITY DOLLARS/METRIC TON
BUTTEROIL 1250
BUTTER 1,050
CHEESE {CHEDDAR/PROCESSED} 1,100
NFDM {FORTIFIED} 700

ULTRA HIGH TEMPERATURE {UHT} MILK b49

9. AS NOTED ABOVE. AN ADDITIONAL PRODUCT AVAILABLE
THROUGH FY 198k IS UHT WHOLE LIQUID MILK IN QUART
CONTAINERS-

STATE 352097 DATED NOVEMBER lb. 1985 PROVIDES GENERAL
INFORMATION ON THIS UNIQUE PRODUCT. IF APPROPRIATE-
WOULD APPRECIATE IT IF EMBASSY/MISSION COULD CALL TO THE
ATTENTION OF HOST GOVERNMENT THAT THIS PRODUCT IS
AVAILABLE AND ADVISE WASHINGTON OF ANY INTEREST.

10 POST SHOULD CLARIFY FOR HOST GOVERNMENT THAT THE
SUGAR QUOTA OFFSET DOLLAR ALLOCATION IS TO COVER BOTH
COMMODITY AND OCEAN TRANSPORT {0T} VALUES. WITH
SPECIFIC REFERENCE TO THE OT COSTS. THE DOLLAR
ALLOCATION CAN EITHER COVER FULL TRANSPORT COSTS. IF THE
RECIPIENT REQUESTS THE USG TO PAY THE FULL COST. OR CAN
COVER ONLY THE OCEAN FREIGHT DIFFERENTIAL COST {I<E.,
THE ADDITIONAL COST OF USING U. S. SHIPS IN COMPLIANCE
WITH THE U« S« CARGO PREFERENCE REQUIREMENT OF bO
PERCENT AS OF APRIL L. 198b}- IF THE GOVERNMENT ELECTS
TO PAY THE ENTIRE OT COST. INCLUDING THE COST OF
SHIPPING REQUIRED ON U. S. SHIPS. THEN THE FULL DOLLAR
ALLOCATION CAN PROVIDE COMMODITIES.

ll. SEPARATE CABLE WILL FOLLOW WITH TRANSPORT COSTS AND

USG ESTIMATE OF COMMODITY QUANTITY ALLOWABLE UNDER
PROGRAM WHERE POSTS HAVE IDENTIFIED A PROGRAM AND

UNCLASSIFIED
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COMMODITY.

l2. FOR THOSE COUNTRIES THAT HAVE PROVIDED ESTIMATED
SHIPPING SCHEDULES FOR DELIVERY BY JULY/AUGUST- PLEASE
BE ADVISED THAT ONCE SECTION Y4Lb AGREEMENT IS SIGNED
DELIVERY TO U.S. PORT CAN TAKE FOUR WEEKS FOR WHOLE
GRAINS AND b-8 WEEKS FOR PROCESSED COMMODITIES.

13. GOVERNMENTS SHOULD IDENTIFY A U.S. BASED FREIGHT
FORWARDER FOR THIS PROGRAM. OR INDICATE IF THEY WISH
A.I.D. TO MANAGE FREIGHT FORWARDING. WY

UNCLASSIFIED
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Structural Adjustment Support Program

Intent: Provide FL 480 and Section 416 food to targeted
recipients in countries engaged in economic structural
adjustment programs. The focod woulo woul: be providea to
vulnerable groups whose real incomes, purchasing power and food
consumption are significantly declining due to the economic
situation in a country. In some cases it might also encourage
recipient governments to implement reforms which they woulo not
otherwise undertake.

Description: Country eligibility - Missions considering
requesting this type of food aid assistance must determine that
the recipient host country meets the following eligibility
criteria: 1) The country is a low-income or middle-income
country (priority will be given to low income countries); 2)
Evidence exists of substantial food consumption and
malnutrition problems among particular vulnerable groups; 3)
The country has sufficient institutional infrastructure --
either putlic sector or PVOs -- to target and distribute food
effectively to vulnerable population groups; 4) The country is
committed to a policy environment which is consistent with
achieving food self-reliance; 5) The country is currently or
in the process uf implerenting structural adjustment/economic
reforms.

Once country eligibility is oetermined, the Mission should
submit a country proposal which contains the following analyses:

1) Problem: identification and assessment of the country
economic situation, food policy environment and food

availability;

2) Target group: identification of target groups and
documentation of the severity and magnitude of their food
consumption problems;

3) Food self-reliance: assessment of host courtry's commitment
to a policy of food self-reliance;

4) Current program response: analysis of the adequacy of
existing in-country resources and programs to address
identified consumption problems;

5) Recommended intervention: description of how additional
food aid will be used to address the problems described;

6) Compatibility with structural adjustment program: analysis
of how the food aid project will enhance the capacity of

the country to carry out its structural adjustment program;

7) Phase-over/ Phase-out Plan;



8) Budget Plan;

9) Monitoring and Evaluation Plan;

10) Disincentive Analysis;

11) Usual Marketing Requirements Analysis;

The proposal will be submitted for DCC approval under existing
procedures.

Citations: State cable 19380; State cable 296276
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FOOD NEEDS ASSESSMENT

Intent: The intent of food needs assessment is to upgrade
Agency information on individual country food needs in order to
improve food aid programming.

Description: The FVA Food Needs Assessment Project provides
technical assistance to AID/W as well as A.I.D. field missions
worldwide in estimating food needs. The project was designed
in response to requirements for improved emergency food need
assessments in Africa during the recent drought. It is
currently being expanded to non-emergency food need assessments
worldwide.

The Project includes the following components:

1) Methodology - FVA has developed a simple but effective
methodology for doing needs assessments. This is
available in the form of a printeag manual and Lotus
computer program on diskettes to all A.I.D. offices,
Missions, and Host Governments. The Manual is
available in French and Spanish as well as English.
The diskettes are availatle in English and Spanish and
will also be translated into French by the end of the
calendar year;

2) Training - the Project provides for training -- both
overseas and in AID/W -- in adapting the methodology
to the specific country or regional context;

3) Data base - FVA and the Africa Bureau have established
a data base on the food situation based on Mission
calculations in all African countries which receive
food aid. This is updated monthly or when needs
change significantly. As the methodology is adapted
to other regions, we will add countries to the system
as appropriate;

4) Coordination/comparative analysis - FVA periodically
communicates and compares numbers with FAO, USDA/ERS

and other sources to ensure that A.I.D. is using the
most accurate information for programming purposes.

Citations: State cable 3715982
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FY 1988 Congressional Presentation

Food For Peace

GENERAL FRAMEWORK

The food aid program is the U.S. Government's most direct
effort to combat hunger and meet food shortages abroad. Food
aid has been best known historically for meeting the emergency
and short-term needs of the hungry. The importance and
effectiveness of this use of food aid are well recognized. 1In
recent years, however, there has been a growing recognition
that food aid can also play a role in longer-term development -
in addressing those problems which prevent developing countries
from meeting their own food needs. There is now greater
acceptance of the idea that poverty - not shortage of food - is
tae principal cause of hunger, i.e., that those groups lacking
income are the most vulnerable in times of need. The recent
drought in Africa highlighted the need for developmental
efforts to overcome the underlying causes of famine. A.I.D.
will continue to strengthen its recent efforts to increase the
longer-term developmental impact of food aid.

A.1.D.'s STRATEGY FOR INCREASING THE DEVELOPMENTAL IMPACT OF
FOOD AlLD

Food aid serves a variety of objectives -- humanitarian,
economic development, foreign policy and U.S. market
development. It has too often been viewed, however, in
isolation from our development assistance programs overseas.
A.1.D. is developing several mutually reinforcing approaches to
increase the effectiveness and uevelopment impact of food aid:

o We are encouraging recipient governments to undertake
policy reform, which will encourage increased availability
ot tood. We will continue to work to identify particular
areas of policy reform where food aid can be most effective.

o We are directly promoting private initiatives with food
aid. We believe that the private sector has been
under-utilized in past food aid and development efforts and
that there is great potential for growth in this sector.

o We are emphasizing integration of food aid with dollar
development assistance, as well as an integrated regional
approach to food aid programs themselves. We will
increasingly program food aid by country and region as an
integrated package -- using different types of food aid in
combination to address food-related issues.

o We are continuing to improve our country-level food needs
assessments. In this way, we can determine: fIrst,
whether a country is in food surplus or deficit; second,
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which commodities are needed; and third, the type of
deficit, 1.e., whether food 1s needed for emergency
feeding, for balance-of-payments support, or for a food
safety net while difficult eccnomic reforms are being

undertaken.

o We are continuing to strengthen the chiid survival
component of our food aid programs. We will incorporate
such activities as oral rehydration therapy, growth
monitoring, nutrition and health education and birth
spacing into our feeding programs to improve their impact
on at-risk children.

o) In our effort to encourage development with food aid, we
are looking more to income-generating activities. We will
increasingly seek to share and adapt in the African context
the lessons and benefits of food for work programs in Asia
over the past 30 years.

0 We will strengthen our analysis of possible disincentive
effects of food aid to ensure that our programs do not
disrupt local production and marketing.

FOOD AID OPERATIONS AND ACTIVITIES

There are two U.S. statutory sources of food aid: Public Law
480 of the Agricultural Trade and Development Act of 1954 and
Section 416 of the Agricultural Act of 1949. P.L. 480 provides
for two basic types of food aid, concessional (Title I) and
grant (Title II§. Title I makes food available to friendly
countries on concessional credit for sale in local commercial
markets. Title II makes food available on a grant basils which
can then be distributed free of charge. Title II is provided
through private and voluntary organizations (PVOs), the United
Nations Food and Agriculture Organization (UN/FAO), World Food
Program and through various government-to-government programs
designed to benefit needy people directly.

Section 416 1is a second source of grant food aid. This program
allows the use of additional U.S. Government surplus
commodities for Title II type programs. It is programmed
separately from P.L. 480 but can be used in virtually all types
of grant food aid programs.

Food aid --of all types-- is provided only when adequate
storage facilities are available and when distribution of the
food will not result in a substantial disincentive to the
recipient country's own production or interfere with its food
marketing system. A.I.D. is strengthening its analyses in this
important area.
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CONCESSIONAL FOOD AID

Title I and Title III

Title I of P.L. 480 authorizes concessional credits on a
year-by-year basls for sales of U.S. farm products to
developing countries. These credits are repayable in dollars,
at concessional interest rates of not less than two percent
during an extended grace period and three percent thereafter.

The period of repayment is 20-40 years. For the longer
repayment periods the grace period on principal repayment is up
to ten years. In addition, many agreements require an initial
cash downpayment of five percent. In general, recipients must
cover all costs associated with transporting the food from the
United States to their own country. Recipient countries must
agree to undertake self-help measures aimed, where appropriate,
at expanding food production and improving food storage and
distribution facilities. Concessional sales of U.S. farm
products are not intended to replace commercial exports from
the United States or other friendly countries.

To provide a more flexible response to severe, unforeseen food
shortages, the President can authorize in specific cases the
financing of ocean freight for P.L. 480 Title I commodities.
The same terms that pertain to the financing of the Title I
commodities apply to ocean freight as well. We provided ocean
freighg financing to Somalia, Mozambique and Sudan in FY 1986
and 1987.

Local currency proceeds from the sale of food within the
recipient country Finance self-help measures and other
development projects to stimulate equitable economic growth.
Special efforts are made to use these self-help measures and
local currency generations to meet recipient country priorities
and to complement activities financed with U.S. and other donor
resources. A.I.D. strongly encourages the use of such local
currency financing to stimulate private enterprise development.

Sections 106 and 108 of Title I provide specifically for this
use. Sectlon 108 calls for the United States to negotiate
Title I sales agreements which lead to repayment in local
currencies (totaling a minimum of 10% of sales agreements on an
aggregate basis, worldwide). These U.S.-owned local currencies
are used to capitalize a loan fund which is drawn upon by
intermediate financial institutions (IFIs) which, in turn, make
loans to the private sector. Private and voluntary
organizations and cooperatives may qualify as IFIs, This
grog;gg, launched in late FY 1986, will expand in FY 1987 and
Y1 .
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In late FY 1986, agreement in principle was reached with the
Tunisian Government to carry out the first Section 108, local
currency lending program, as part of Title I assistance. This
agreement 1s expected to result in a revolving fund of
approximately $1,000,000 in local currency for use in private
agricultural sector lending. Similar agreements were signed
early in FY 1987 with Sri Eanka ($1,200,000), and Jamaica
($7,000,000). Additional programs are being developed in a
substantial number of other countries in Latin America, the
Caribbean, Asia and the Near East that have expressed interest

in this activity.

Section 106 refers to host government-owned proceeds generated
by Title I sales which are jointly programmcd for private
sector activities. (An additional 157 of the aggregate value
of Title I sales contracts is to be set aside for this
provision.). Self-help measures in an increasing number of
Title I programs include financing of Section 106 activities.

A.1.D. policy encourages decreased government controls on
agriculture and the removal of impediments to private sector
activitics in designing Title I-related activities. Thus, we
have emphasized marketing Title I commodities through the
private sector rather than through government parastatal
agenciles.

Food for Development programs, authorized under Title III and
FInanced under Title I, offer special incentives to low-income
countries. Title III programs differ from Title I in that they
are approved on a multiyear basis and offer loan forgiveness.
Recipient countries agree to undertake additional development
programs which, in many cases, involve changes 1in policies
designed to improve the quality of life of the poor,
particularly in tural areas. Title III agreements include
snpply commitments of up to five years subject to annual review
and the availability of commodities and appropriations. Title
III loan repayments are forgiven when commodities or local
currencies equivalent to the dollar sales value of the
commodities purchased are used for agreed development

purposes. Current legislation requires that 10%2 of the Title I
budget be programmed under Title III.

At least 75% of the volume of Title I food aid must be
allocated to countries eligible for assistance from the
International Development Association -- currently those with
per capita incomes at or below $790 per year. Eligibility for
Food fur Development (Title III) programs is limited entirely
to this group of countries. Title III programs are currently
being undertaken and will continue in Bangladesh, Bolivia and
Haiti. We expect that the total of these three programs will
meet the 10% requirement for FY's 1986, 1987, and 1988.
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Food for Progress is a relatively recent program with separate
statutory authorization enacted in the Food Security Act of
1985. It targets countries that have made commitments to
agricultural policy reform during a period of economic
hardship. Food for Progress is designed to expand free
enterprise elements of the economies of developing countries
through changes in commodity pricing, marketing, import
availability and increased private sector involvement. The
program is carried out through loans and grants, drawing on
resources made available under either P.L. 480 Title I or
Section 416 of the Agriculture Act of 1949. Two African pilot
projects -- in Guinea ($6 million) and Madagascar ($6 million)
-= were launched in FY 1986 with commodities provided under
Section 416. Levels for FY 1987 for these two programs remain
approximately the same. The total Food for Progress program
will be expanded in FY 1987 and FY 1988.

Title I Budget

For FY 1988, a Title I program level of $852.0 million is
proposed. On the basis of prices projected by the Department
of Agriculture and the mix of commodities tentatively
programmed, this amount will finance shipments of about 5.9
million tons of food aid. Current estimated trends indicate
lower future prices which will allow provision of more food aid
at lower cost. For FY 1987, allocations against the $926.9
million program level are expected to total nearly 6.3 million
tons; in FY 1986, final sales registered were 6.1 million tons
at a program level of $988.7 million.

GRANT FOOD AID

Title II

Title II of P.L. 480 authorizes donat ons of food to meet
famine or other urgent relief requir nents to combat
malnutrition (especially in children) and to promote economic
and community development. These grants cover both the cost of
commodities and associated ocean freight and overland transport
costs. Title II programs are designed to supplement and
reinforce other developmental and nutritional activities, and
are conducted within a framework of increasing local management

and funding.

Title II programs have traditionally included reqular
supplemental and emergency feeding programs sponsored by
Private and voluntary organizations (PVOs), host governments
and the World Food Program (WFP). The three major program
categories are food for work, maternal and child health, and
school feeding. Each has different objectives but all are
targeted to the most vulnerable groups in the countries where
they are undertaken.
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A.I.D. has sponsored many comprehensive evaluations of regular
and emergency programs over the past several years and has
learned a great deal about the elements necessary for increased
impact and effectiveness. 1In the coming years, we will
emphasize application of these evaluation findings to
strengthen program targeting, design and monitoring. We also
will seek new innovative uses of Title II commodities to
increase program impact.

= We will continue to encourage PVOs to design well-targeted
multi-year programs with clear, measurable and time-limited
oE}ect%ves.

= We will seek to assure adequate nutrition among low-income
groups affected by economic reforms or adverse economic
conditions.

- We will encourage and help PVOs to monetize Title II and
Section 416 commodities as a source of local currency when
required for transport, storage and complementary inputs.

-  We will supﬁort Section 206 government-to-government
programs, which allow sales of Title II commodities on the
local market with proceeds used for development projects
and self-help measures in the poorest countries, primarily
in Africa.

Title II Budget

For FY 1988, a Title II program level of $535 million is
proposed, including $196.3 million for ocean transportation and
overland delivery to landlocked countries. On the basis of
projected prices, this should be adequate to finance delivery
of the legislatively mandated minimum of 1.9 million metric
tons of food. The leglslated submInImum Tor development
activities of voluntary agencies and international
organizations for FY 1988 is now 1.425 million metric tons.

New Title II developmental initiatives are being encouraged to
allow compliance at this level. By law, processed commodities
must comprise at least 757 of the tonnage In non-emergency
developmental activities. The proposed commodity mix for FY
1988 will comply with this mandate. In FY 1987, it is planned
that a Title II program valued at $534 million will provide
over 2 million metric tons of food. The Title II program in FY
1986 provided 2.3 metric tons of food valued at $758.§.

Section 416

Section 416 is a second source of ﬁrant food aid. The program
uses surplus commodities held by the Commodity Credit

Corporation (CCC) to support title II type programs. Section
416 commodities can be used in a wider range of countries than

179



Title II, including middle-income developing countries, and can
be used in virtual%y all types of food aid programs =-- Food for
Progress, PVO-sponsored supplemental feeding programs, as well
as emergency and government-to-government programs.

In FY 1986, programs in 37 countries were signed for over
165,000 metrgc tons of commodities. Though multi-year programs
are allowable, the amount of tonnage programmed under Section
416 depends largely on annual CCC inventories. Therefore,
program levels for FYs 1987 and 1988 will depend upon the size
of the CCC inventory and approved program requests.

WORLD FOOD PROGRAM

In 1988, over 391,000 metric tons of food valued at $70 million
will be allocated to regular feeding programs of the United
Nations Food and Agriculture Organization-sponsored World Food
Program. The United States, together with Yl other major
donors, pledges food, services %such as ocean transportation
costs) and cash to the World Food Program every two years for
projects similar to those sponsored by U.S. voluntary

agencies. In FY 1987 approximately 465,000 metric tons of
food, valued at over 588 million, 1s projected for shipment
through the World Food Program for support of regular and
emergency activity; in FY 1986, over 743,000 metric tons,
valued at nearly ¥127 million, were shipped through the WFP.
Both P.L. 480 and Section 416 commodities are made available to
the WFP through an annual U.S. pledge.

Illustrative Programs

The Philippines offers an example of both innovative use of
supplemental feeding programs and an integrated, developmental
approach to food aid programs. A focd aid strategy, developed
in FY 1987 for implementation over the next three years,
directly supports the joint Philippine-U.S. goals of political
stability and economic revitalization. It includes an
Integrated package of concessional and grant food aid to meet
specific macro-econonic, developmental and nutritional needs
while guarding against production disincentives and major
market distortions. Among other components, the program will
include investment of Title I local currencies in sectors most
in need of economic revitalization and PVO-implemented feeding
programs for groups adversely affected by the economic
situation.

In Africa and Latin America, by FY 1988, Title II programs will
include new Initlatlives which respond to the continuing
economic crisis in these regions. For example, Food for Work
activities in Haiti, Guatemala and Bolivia will be used to
cushion growing urban unemployment, providing a mechanism for
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targeting the neediest households while also contributing to
pol%tica stability and upgrading the quality of life in urban

slums. Project activities will include basic infrastructure
development such as potable water, sidewalks, drainage and
sanitation facilities. Most projects are identified by the
local community and include complementary inputs from local
government and private, voluntary organizations.

Sri Lanka offers an example of one notably effective use of
ection 416 in an emergency situation, in response to a serious
breach in a dam in the Kantalail District. The Sri Lankan
overnment responded quickly with relief effortg which included
»000 pounds of Section 416 food to assist the 5,000 affected
families. The food distribution was coupled with classes in
nutrition.

SUPPORTING DOLLAR PROGRAMS

A.I.D. dollar support funded through the Development Assistance
accounts 1is a small but essgential part of the Agency's effort
to ensure that food aid programs are soundly designed, well
targeted, and effectively administered. The P.L. 480 Title II
Qutreach Project will continue in FY 1988, at a requested
tunding Tevel of $4.0 million, to help cover logistic and
material support costs of U.S, voluntary agencies engaﬁed in
improving and expanding people-to-people programs in the
poorest areas of Africa and Latin America, The Title II

Program Enhancement Pro ect, with progosed funding of §$1.5
mII%ion In FY 1988, w{I% continue to help PVOs improve the

development impact of the Title II resources they administer by

The Food Needs Assessment Project will continue to help A.I.D.
missions and host governments lmprove collection and analysis
of food sector data in order to ensure more accurate and timely
estimates of food aid needs. FY 1988 funding 1s projected at
$350,000.

Another dollar-supported activity, financed under P.L. 480, is

the Farmer-to-Farmer Program which sends U.S. farmers to
developing countrles wor%&wIde to provide short-term technical
and managerial assistance. This program is currently being
implemented through Volunteers in Overseag Cooperative

Assistance (VOCA),
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P.L. 480 CONGRESBIONAL PRESENTATION

FY 86 Actual Program Levels

Total

Rﬂgion/Country
NEAR EAST - TOTAL 15,336
Egypt b6,617
Gaza &29
Lebanon 1,144
Morocco 3,769
West Bank 1,177
LATIN AMERICA - TOTAL 63,197
Bolivia 12,183
Costa Rica 263
Dominican Rep. 1,748
Ecuador 1,691
El Salvador 10,447
Guatemala 5,821
Guyana 240
Haiti 14,251
Honduras 4,401
Jamaica 2,577
Mexico 282
Panama 78
Paraguay 292
Peru 8,708
St. Kitts 8
St. Lucia 7
ASIA - TOTAL 209,831
Afghanistan 8,897
Bangladesh 31,828
Bhutan 526
India 103,213
Indonasia 4,280
Kampuchea 1,581
Nepal 2,205
Pakistan 42,032
Philippines 8,330
Solomon Islands 2354
Sri Lanka 65,718
EUROPE - TOTAL 2,322
Poland 2,322

13,803

6,617

629
s, 380
1,177

38,671

10,573
1,489
s82
1,845
5,467

7,043

FY 1988

TITLE I1
(8000)
Fvy C7
Total Volags
11,636 10,231
4,422 4,201
543 3543
[o] ——
S,611 4,427
1,060 1,060
53,462 34,595
10,285 8,%28
221 ——
1,903 1,713
918 449
3,201 1,588
5,311 4,421
[o] -
13,324 7,005
3,012 3,394
422 149
[o] -
&7 ——
230 —
8,311 7,348
2 ——
5 -
146,060 105,51%
2,964 -
22,340 15,476
623 ———
84,260 74,7465
4,593 4,091
o ———
1,963 -
16,135 —-—
9, 186 9, 146
[o] ————
3,972 2,037
2,282 2,282
2,282 2,282
184

WFP

1, 184

10, 128

1,292
221
190
271
2,535
890
1,351
1,618
273
&7
250
1,163
2

s

37,579

6,084
623
9,495
s02
1,965
16, 135

1,

6,

2,

2,

Estimated Program Levels

Eadadade & 2y PP,

GTG

FY 68 Proposed Program Levels

Total Volags WFP arte
8,663 7,487 1,178 o
2,434 2,454 —_— —
325 3523 —— ——

o ——— - -
4,664 3,486 1,178 ——
1,022 1,022 — ——
52,495 35,912 11,870 4,713
10, 136 8,091 1,600 445
240 —— 240 —-—
1,577 1,294 263 —
-273 378 248 —
8,708 1,636 2,804 4,268
7,713 5,901 1,812 -
(o] —— - -————
8,481 7,801 680 —
4,365 2,639 1,706 —_—
274 —— 274 ——

o ———— ———— ———

47 —— 47 ——

249 — 249 -_—
10,054 8,132 1,902 —_—
.2 -— 2 -

3 - 3 —_—
141,770 112,521 29,249 o
20,395 13,915 4,480 —
531 -— 531 -
93,295 83,956 9,339 -
4,411 3,494 917 -—
o e — -—— ———
2,490 -—— 2,490 —-——
6,944 -—= 6,944 —-—
11,202 10,626 576 ——
o - ——— - ——
2,300 330 1,970 ——
) [o] o o}
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FV 1988
P.L. 480 CONGREGSIONAL PREBENTATION

TITLE 11!
19000)
FY 86 Actual Program Levels FY 87 Estimated Program Levels FY 88 Proposed Programs Levels
Total Volags WFP GT6 Total Volags WKEP GTG Total Volags WFP G876
Region/Country
AFRICA - TOTAL 187,383 128,029 36,332 22,222 102,737 43,719 39,708 19,310 77,107 41,337 27,703 7,847

Angola 3,315 450 -——= 2,865 o] -——— —_— —-— o] —_— —— ——
Benin 1,208 772 436 —-——= 1,369 961 408 —— 1,649 1,228 421 ——
Botswana S, 939 —-— 4,666 1,273 8,050 -=-= 35,044 3,006 3,499 -——= 3,499 -_—
Burkina Faso 7,440 6,153 1,287 —— 6,968 35,831 1,134 —— 6,382 S,457 925 —
Burundi 1,586 1,502 B4 —-— 181 - 181 —— 272 —-— 272 —
Camearoon 713 —— 713 - 830 —-— 830 —-— 773 —— 773 ——
Cape Verde 4,311 —— 388 3,923 2,330 —-— &80 1,650 1,859 —— 493 1,366
C.A.R. 311 ——- 311 - 653 —— &53 —-——— 989 —— 989 ——
Chad 3, 669 1,471 2,198 -— 3,511 1,589 1,922 —-— 1,848 482 1,366 —
Comoro Is. 441 —_— 441 ——— 320 ——— 920 -——- 791 —-— 791 —_—
Congo 117 - 117 -—- 122 ———— 122 —-—- 140 —~—— 140 —
EqQ. Guinea 457 —— 457 - 380 —— 380 - 361 —-——- 361 —
Ethiopia 73,841 73,0841 ——- - 4,311 4,311 - -—= 3,389 3,389 —— —
Ethiopian Refugee 4,504 4,504 — —— 04 904 ——— - o — —— ——
Gambia 2,739 773 160 1,824 2,421 645 341 1,439 2,418 623 352 1,441
Ghana 12,730 6,901 3,829 —-—— 10,4673 65,342 4,331 —-—- 8,379 35,869 2,310 ——
Guinwa -1 —— S6 —-— 120 ——— 120 ——- 90 — 90 ——
Guinea Bissau 395 —-—— 393 ——— 1,603 —-—- 860 823 1,336 ——— 537 799
lvory Coast 118 —-—— 118 — 177 ——- 177 —-—— 249 —— 249 ——
Kanya 2,694 2,668 26 —-— 1,787 1,718 &9 -— 2,544 2,480 (-1 —
Lesotho 7,818 3,692 4,126 —— 7,907 3,420 4,487 —-— 5,809 2,816 2,993 ——
Liberia (] —— — - 193 _—— 193 -— 181 —— 181 —-——
Madagascar 1,649 1,649 -—— —— 1,397 1,397 ——— ——— 1,374 1,374 — ——
Malawi 365 —-—— 365 -— 490 —-— 490 ——- 504 ——— S04 —_——
Mali 6, 680 961 1,981 3,738 4,986 236 2,931 1,799 S, 162 680 2,681 1,801
Mauritania 2, 109 2,040 &9 —_— 4,324 1,076 898 2,350 S,807 2,785 1,148 1,934
Mauritius 143 -— 143 —— 272 —-—— 272 - S14 ——- S14 ——-
Mozambique 9,631 S,231 —-=—= 4,400 8,246 4,711 -——- 3,335 1,610 1,618 - —-——
Niger 4,363 3,808 758 —— 1,628 -—= 1,628 —-—— 1,039 --- 1,039 —_—
Rwanda 3,938 3,790 148 ——— 3,298 3, 169 129 ——- 3,477 3,403 74 —-—
Sao Tome 606 —_— 606 —— 611 —-—— 611 ——- 237 —-— 237 ——
Senegal 4,480 3,454 1,016 ——— 4,178 3,232 946 —-— 3,836 3,045 791 —-—
Seychelles 198 198 -—— -— 119 119 —— —— 76 78 ——— ——
Sierra Leone 1,088 1,032 13 —— 1,108 1,036 72 - 809 719 90 ——
Somalia 7,870 —— 7,870 —— 7,090 -== 7,090 —-—— 1,707 --= 1,707 ———
Sudan 3,046 647 ~—= 4,199 703 303 116 282 2,739 2,343 196 —-——
Swaziland 290 — 290 ——— 293 —— 293 —-— 183 —-— 183 —
Tanzania 1,413 1, 163 250 —— 5, 382 esa 98 4,426 1,404 694 184 S26
Tago 2, 167 1,757 410 -——— 2,333 1,716 617 —— 2,744 2,113 629 ————
Uganda 490 — 490 —-—— 368 ——— S68 ——- 569 — 3569 —-—
Zaire 163 163 ——— ——— 127 127 — —— 137 137 —-— —
Zambia 72 -— 72 — 7 —— 97 -_— ae —— 89 —_—
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Region/Country
Subtotal - Reg
Regular
Emergency

Near East
Regular
Emergency

Latin America

Regular
Emergency

Africa
Regular
Emergency

Asia
Regular
Emergency

Europe

B g

Regular
Emergency

Reserve

ions

Stock Adjustment

Transport Costs

Farmer to Farmer

PROGRAM TOTAL

N.B.

FY 1988

P.L. 480 CONGRESSIONAL PRESENTATION

FY 86 Actual Program Levels

Rl e e e L R L X T Sy Sy Spp

iotal

478,089

309,839
168,230

15,336

187,383

76,774
110, 609

209,831

165,855
43,976

2,322

o
2,322

(37,316) (37,316)

317,113
789

758, 653

Volags

306,203

217,349
88,854

128,829

42,906
85,923

122,578

e T

122,573

2,322

oy o

2,322

All country/regional levels reflact

WFP

127,269

80,712
44,557

1,533

1,533

GTG

44,597

11,778
32,819

TITLE I1
(8000)

FY 87 Estimated Program Levels FY 88 Proposed

e P P B g P P B P B B P Bt B0 0 o0 B P P B - -

Program Levels

Total Volags WFP [<hpc) Total Volags

316,177 196,342 868,599 31,236 280,037 197,457

Ll L Y ettt g gty 2y 0 o

269,594 185,870 75,000

v oy o 0 0

8,724 260,037 197,457
46,583 10,472 13,599 22,512 o -
11,636 10,231 1,184 221 8,665 7,487
11,415 10,231 1,184 _— 8,655 7,487

221 — _— 221 o —_—
53,462 34,595 10,128 8,739 52,495 35,912
44,517 34,207 9,647 663 52,495 35,912

8,945 388 481 8,076 o -—

102,737 43,719 39,708 19,310 77,167 41,537
79,9%6 37,309 34,586 8,061 77,107 41,537
22,781 4,410 5,122 11,249 o —

146,060 105,515 37,579 2,966 141,770 112,521

133,706 104,123 29,583 -——— 141,770 112,521
12,354 1,392 7,996 2,966 o —

2,282 2,282 o o o °
o —_— -— -— o —
2,282 2,282 -— _— o —

124,566 77,906

(47, 100) (47, 100) (19,746) (19,746)

139,967 196,268

s34 33

534, 144 535,000

commodity costs only.
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70,000 12,380

o rmavasroms 0wt .o

1,178 o
1,178 —_—
11,870 4,713
11,870 4,713
27,703 7,847
27,703 7,867
29,249 o
29,249 -
o o



Region/Country

NEAR EAST - TOTAL
Egypt
Gaza
Lebanon
Morocco
West Bank

LATIN AMERICA - TOTAL
Bolivia
Costa Rica
Dominican Rep.
Ecuador
El Salvador
Guatemala
Guyana
Haita
Honduras
Jamaica
Mexico
Panama
Paraguay
Peru
St. Kitts
St. Lucia

ASIA - TOTAL
Afghanistan
Bangladesh
Bhutan
India
Indonesia
Kampuchea
Nepal
Pakistan
Philippines
Solomon Islnads
Sri Lanka

EUROPE - TOTAL

A v o e 2 e s o e e o 2

Poland

(W

FY 86 Actual Program Levels

A P 22 22 B0 G 0 Ot 2 0 0 0 Py B0 T P P Bt 2 om0t e Pon 29 Pam 2w By 0 B P¢ B0 B B A 0 B B2 P P B B P 2 2 20 O 0 B0 B0 e 0 2y P NPy 0 e O B 0w B0 B0 W aw

Total

61,446

21,108
2,627
4,515

28,234
4,962

316, 000

51,583
1,003
8, 145
5,919

56,339

27,777
1,003

84,953

20,313

15,651
1,477

44s

1, 180
40, 149
38

25

1,036, 357

37,900
240, 600
2,256
347,450
21,672
2, 400
7,982
317,886
38, 926
900

38, 375

4,943

4,933

Volags

S5, 140

21, 108
2,627
26,443
4,962

168,790

43,910

7,309
1,719
7,193
24,557
31,830

12,747
3,500

36,025

493,557

120, 000

302,043
20, 382

WFP

6,306

651
1,477
aas
1, 180
4,124
38
2s

524,000

120, 600
2,256
45,412
1,290
2,400
7,982
317,886
630

25,3544

(o}

P.L.

84,

1,

20,

1,
49,

11,

38,

37,

Fy 1988

480 CONGRESSBIONAL PRESENTATION

BTG

TITLE I
Metric To

I
ns

FY 87 Estimated Program Levels

Total

49,312

15, 694
2,627

o
26,029
4,962

27%,289

47,536
919
9,261
4,673
25,773
24,796

o
90,947
23,998

2,950

o

315
97s
43,109
10

2s

705,544

23,000
173,375
2,599
292,978
25,369
o
7,200
111,943
46,635

o
22,445
4,943
4,943

187

Volags
40, 627 &,
13,694
2,627
19,344 &,
4,962
163,319 49,
40, 647 4,
8,461
1,573 1,
7,194 13,
20,396 4,
31,684 S,
14,731 9,
1,350 1,
37,281 3,
435, 146 227,
120,000 S3,
- 2.
257,322 35,
23,970 1,
- 7 .
-—- 111,
46,409
7,445 15,
4,943
4,943

WFP

973
628
10
23

398

375
599
636
399
200
943
226

000

2,

354,

23,

23,

8T8

000

FY 88 Proposed Prograa Levels

Total Volags

38,376 31,327

8,130 @,130
2,627 2,627
[o] -——
22,658 15,807
4,961 4,981

271,473 180,494

52,561 40,5647
777 -_—
8,639 7,204
2,678 1,378
49,323 7,860
38,518 29,622
o -———
41,801 38,301
21,794 12,070
1,682 -—
(] —

150 -—
1,066 -—
52,261 43,332
10 —

15 _—

673,341 498,954

173,524 120,000

2,276 -
328,488 291,537
24,818 21, 100

o ———
9,761 -_—
49,808 —
464,850 61,308
o -
21,809 4,809
o o
(o] -



FY 1988
P.L. 4BO CONGRESSIONAL PRESENTATION
TITLE 11
Metric Tons

FY 846 Actua'! Program Levels FY 87 Estimated Program Levels FY 88 Proposed Prograa Levels
Total Volags WFP [chyc] Total Volags WFP 8To Total Volags WP are
Region/Country

AFRICA - TOTAL 8446, 1356 571,613 150, 103 124,438 485, 633 180, 1846 181,466 124,003 397,154 191,550 146,004 S8, 900
Angola 13,240 1,000 -—= 12,240 o — -— -— o -— _— -—
Senin 5,175 2,940 2,235 -—— 6,348 3,768 2,280 - 6,768 3,888 2,800 —
Botswana 20,821 -—— 16,461 4,350 36, 602 --- 26,162 10,440 18,510 --- 18,5310 —_—
Burkina Faso 29,695 24,828 4,867 _— 28,159 24,428 3,731 -— 29,029 25,468 4,161 -
Burundi 3,923 3,345 360 -—— 810 -—- 810 —— 1,358 - 1,358 -
Camerocon 2,270 - 2,270 —— 3, 900 - 3,900 ——- 3,300 - 3,300 -
Cape Verde 22,748 - 1,233 21,533 19, 199 —-—— 4,199 15,000 18,200 -— 3,200 13,000
C.A.R. 1,380 - 1,380 _— 2,600 -—= 2,600 -— 4,700 - 4,700 _—
Chad 17,683 8,676 9,007 -—— 18,414 11,407 7,007 -— 9,242 2,735 6,307 —_—
Comoro Is. 1,976 -— 1,976 -— 4,155 -——- 4,1SS _—— 4,234 —— 4,234 _—
Congo 380 —— 380 ——— 510 -—- 310 - 340 —-— 340 -
Eq. Guinea - 1,915 -—= 1,915 -— 1,700 - 1,700 _— 1,650 -——- 1,630 -
Ethiopia 327,313 327,313 - —— 15, 699 15,499 - - 18,600 18,600 -— _—
Ethioptian Refugew 43,000 43, 000 —_—— —_— 3,900 3,900 -—— -——— [o] —— ——— ——
Gambia 9,784 2,346 = 768" 6,470 12,296 2,548 1,750 8, 000 12,498 2,348 1,930 8,000
Ghana 47,296 22,141 25,155 -— 42,165 23,196 18,969 -— 34,293 20,704 13,591 —
Guinea 380 —-—— 380 —-—— 900 - 200 —— 699 —-——— &9 ——
Guinea Bissau 1,677 -— 1,677 -— 8,233 --- 3,232 5,001 7,452 -—- 2,432 5,000
Ivory Coast 420 - 420 -— 770 - 770 ——— 1,170 — 1,170 —_—
Kenya 9,695 9,654 41 -— 6,373 6,273 100 —-—— 9,480 9,360 100 _—
Lesotho 30,5832 14,952 13,600 —-—— 31,527 14,327 17,200 ——— 27,878 12,832 15,026 —_—
Liberia (o] ——— —— ——— 780 - 780 —-——- 800 —— 800 —_—
Madagascar 5,496 5,496 —_— ——— 6,330 6,330 —-- -—- 6,331 6,331 —— —
Malawt 1,250 —_— 1,250 -— 1,700 ——- 1,700 —-——- 1,930 —— 1,930 -_—
mali 42,844 4,080 8,425 30,339 22,399 1,540 10,859 10,000 30,864 6,154 14,710 10,000
Mauritania 8, 340 7,971 3469 -— 28,038 4,138 3,900 20,000 41,760 17,043 4,717 20,000
Mauritius 800 ——— 800 - 1,300 ——— 1,300 —-——- 2,600 -— 2,600 -_—
Moz ambique b66,421 26,421 -~- 40,000 43,372 15, 000 -—- 28,372 9,900 9,900 — —
Niger 16,375 12,802 3,773 -—- 6,031 - 6,031 - 6,673 —_— 6,673 —_—
Rwanda 14,302 13,802 300 - 14,653 14,023 &30 —-——- 13,936 135,626 30 —_
Sao Tome 2,022 —_—— 2,022 - 2,400 -——- 2,400 ——— 1,408 ——— 1,400 —-——
Senegal 22,784 16,228 6,738 -_— 22,839 16,249 6,370 -——- 22,4622 16,072 6,330 -_—
Seychelles 703 703 —— - 572 572 - -— 383 383 - _—
Sierra Leone 4,100 3,900 200 - 3,845 3,445 400 - 3,440 2,940 300 —
Somalia 33,110 --- 33,110 -_— 38, 942 ~--- 38,942 - 10,213 —— 10,213 —
Sudan 12,556 3,060 -—- 9,49% 3,969 1, 1869 610 2,190 11,176 9,928 1,248 —_
Swazilang 940 ——— F40 —— 600 —— 600 —— 400 —— 400 —
Tanzania 6,224 4,534 1,490 — 27,715 2,416 299 23,000 4,501 2,946 s 800
Togo a8, 7286 6,588 2,140 -—- 10,170 6,570 3, 600 - 10,304 6,434 4,030 —_—
Uganda 1,713 —-— 1,713 —-— 2,150 -—- 2,130 —-—- 3,250 - 3,250 -—

laire 1,415 1,415 —— ——— 1,150 1, 150 -—— - 1,400 1,400 —~—
Zambia 288 —_—— 288 - 400 —— 400 -——— 400 - 400 —_—
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FY B84 Actual Program Levels

Total

FY 1988
P.L. 480 CONGRESSIONAL PRESENTATION
TITLE 11
Metric Tons

FY 87 Estimated Program Levels

o~ - ~

Volags WFP GTG Total Volags WFP GTG Total Volags WP
Region/Country
Subtotal - Regions 2,284,902 1,294,045 743,183 247,674 1,520,743 844,221 464,912 211,610 1,382,346 902,523 391,797
Reqular 1,461,041 878, 139 423,828 159,074 1,235,479 801,944 372,013 41,722 1,382, 344 902,52S 391,797
Eme~gency 823,061 415,906 319,355 87,800 285, 0464 42,277 92,899 149,868 (o] — ——
Near East 61,445 55, 140 6,306 o 49,312 40, 627 6,685 2,000 38,376 31,527 6,849
Regular &1,4446 53, 140 6,306 o 47,312 40,627 6,6rs —— 38,376 31,827 6,849
Emergency (o] —— ——— —— 2,000 —— —— 2,000 o] — -
Latin America 316,000 168,790 642,774 ©4,435 273,289 163,319 49,3463 &2, 607 271,475 180,494 61,757
Regular 2346, 439 165,183 35,820 33,436 211,572 161,387 46,4564 3,721 271,475 180,494 41,757
Emergency 79,561 3,607 26,954 49,000 63,717 1,932 2,899 58,886 (o] —— ———
Africa 8446, 1546 S71,615 150,103 124,438 485,655 180,184 181,466 124,003 397,154 191,550 144,804
Regular 406, 800 164,259 118,103 124,438 363,253 151,786 153,446 58,001 397,154 191,550 144,804
Emerqency 439,356 407,336 32,000 —— 122,402 28,400 28,000 &4,002 o —— ——
Asia 1,056, 357 493,557 524,000 38,800 703,544 4SS5, 145 227,398 23,000 675,341 498,954 176,387
Regular 757, 156 493,537 263,599 - 613,542 448, 144 145,398 ——— 675,341 498,954 176,387
Emergency 299,201 --— 260,401 38,800 92,002 7,002 462,000 23,000 (o] —_— ——
Europe 4,943 4,943 o o 4,943 4,943 o o o Cc o]
Regular o] [o] [o] o [o] —— —— —_——— 0 —_—— ——
Emergency 4,943 4,943 —— —_— 4,943 4,943 ——— -— o] —— ——
Reserve 638,930 440,563
Stock Adjustment (127,200) (127,200) (193, 100) (193, 100) (90,253) (90, 253)
Transport Costs
PROGRAM TOTAL 2,157,702 1,986,573 1,732,636
(MTGE) (2,344,344) (2, 163,936) (1,900, 000)
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Title I
PL 480, Title I, Section 101

Intent: The intent of Title I is to provide long-term creagit at
Iow Interest to friendly countries to assist in the financing of
specific commodity imports -- usually food -- from the U.S. The
program is designed to augment the aggregate supply of food in a
country and to te marketed through private commercial channels.

In this way the program also promotes long term commercial trading
relationships between the U.S. and the recipient country.

Description: Title I programs are negotiated between the U.S. and
friendly countries on an annual basis. Title I agreements
authorize commercial sales transactions between the importing
country and a U.S. commercial supplier. The CCC (Commodity Credit
Corporation) of the Department of Agriculture makes a loan for the
purchase of the commodities and pays the difference in shipping
costs for the quantity of the commodities shipped on U.S. -- as
opposed toc foreign -- vessels. The remaining costs of ocean
freight are paid by the importing country except in extraorainary
circumstances.

Loan terms differ depending upon the recipient country's ability
to repay. Terms range from a 20 year repayment period with 2
years grace and repayment in dollar credit to a 40 year repayment
period with 10 years grace and repayment in convertible local
currency credits. Interest rates for all programs are 2 percent
during the grace period and 3 percent thereafter. For most
programs there is a small percentage payment made initially.
Currently all but Section 108 programs require repayments in
dollars.

The Legislation requires that 75 percent of the Title I budget be
allocated to countries with annual per capita incomes below the
poverty criterion of the International Development Association --

currently $790 per year.

Title I is targeted to countries which require talance of payments
assistance. A major concern in Title I reviews is that these
concessional sales do not disrupt commercial markets and world
prices. The Title I agreement must establish UMRs (Usual
Marketing Requirements) based on the average level of commercial
impcrts for the same commodity over the past five years. The
Title I commodities are to be additional to this average,

although a waiver can be obtained when foreign exchange
constraints are overwhelming.

In the past, local currency generated by Title I sales has often
gone to general budget support. There has been a move in recent

years to encourage the use of local currencies in specific
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development areas. In addition, self-help measures have been
considerably strengthened and disincentive effects on local
production are being analyzed more carefully.

Citations: A.I.D. Handbook S
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TITLE III

Intent: Title III Food for Development programs are intended to
support a wide range of development activities in agricultural and
rural development, nutrition, health services and population
planning. However, Title III's main focus is on activities which
support increased food production and increased food availability
to poor consumers.

Description: Title III of PL 480 authorizes concessional food
sales to eligible recipient countries over a multi-year period. It
includes a provision for forgiveness of the repayment cbligation
when local currency proceeds and/or commodities are used for
agreed upcn developement uses. Title III is geared to those
low-income (under $790 per capita income in 1987), food-deficit
countries which have the pctential to significantly raise
agricultural production, pursue agricultural based strategies, and
are committed to efforts to stimulate rural growth. Consistent
with this commitment, Title III's multi-year commoaity supply
assurance and th2 potential for forgiveness cf loan repayments
should provide incentives for recipients to agree to significant
policy and institutional reforms and development program
improvements.

Title III is most suited to countries where the causes of food and
agricultural production are understood by key policy makers in
LDCs who are willing to enter into a long range effort - including
policy reforms and program adjustments - to correct rural-urban
imbalances and pursue the broadly-based growth of the rural
economy. The recipien’ country government should be committed to,
and hopefully have made some progress towards:

1. Developing the institutional capacity for food and
agricultural planning and policy analysis;

2. Developing human resources and institutions which (a) generate
and apply innovations designed to raise agricultural
productivity and rural incomes; and, (b) evaluate and aagapt
technologies transferred from developed countries and
international institutions;

3. Encouraging (a) policy and management reforms that make public
enterprises more responsive to market forces;
(b) greater private sector initiatives in the same spheres;
and (c) the reduction of inappropriate public enterprise roles
in the economy.

Citation: Title III Program Guidance, 1/28/83
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TITLE II, SECTION 206

Intent: Title II Section 206 programs seek to alleviate the
underlying causes of a country's food problems; to increase the
availability of food and the effectiveness of food distribution to
the country's neediest population groups; and to support health
programs and projects, including the immunization of children.

Description: The principal feature of these
government-to-government programs is their development
orientation. Section 206 programs provide food aid on a zrant
basis; permit multi-year commitments subject to an annual review
of program performance and commodity availability; incorporate
policy conditionality; and generate local currency to support
development activities consistent with legislative requirements,
country priorities, and Mission CDSS objectives.

Illustrative program initiatives include efforts to increase food
and agricultural production; establish a reliable food data
collection and reporting system; improve the country's food
distribution system to enhance food consumption among low-income
groups; develop a food emergency preparedness plan; and to remove
congtraints to more effective participation by the private sector
in food production and distribution.

Funding for Section 206 programs is available through the Title II
unallocated reserve. Due to the demands placed on the reserve in
recent years to meet emergency needs, Section 206 programs have
been few in number and small in size. In years when there are
higher levels of Title II commodities available for programming,
more Section 206 programs will be possible.

Section 206 programs are generally tailored to the needs of lower
income developing countries requiring food assistance with
priority given to those experiencing chronic food deficits. Lower
income countries are those meeting the World Bank's IDA loan
eligibility criteria, which is currently a 1985 per capita income
of dollars 790 or less. Candidate country programs are those in
which emphasis is given to integrating food aid and non-food aid
agssistance programs to promote food self-reliance and food
security as well as economic zrowth.

Section 206 programs differ from Title I programs in that they are
grant as opposed to credit programs; arc generally limited to
lower income developing countries; are usually approved on a
multi-year basis, subject to commodity and funding availability;
and place special emphasis on directly addressing the root causes
of the recipient country's food problems and supporting
precautionary measures that help avert food shortages.
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Section 206 programs differ from multi-year Title III programs in
that they are grant as oppcsed to crfedit programs with a
credit-forgiveness feature; are more modest in program size
[10,000 to 20,000 metric tons]; give priority to chronic food
deficit countries; and again place special emphasis on addressing
the root causes of the recipient country's food problems and
supporting precautionary measures that help avert food shortages.
The USG pays for the transport costs of Section 206 commodities
whereas these are usually paid by the recipient government for
Title I and Title III commodities.

Citations: STATE 015992 dated 1/20/80
T STATE 170920 dated 6/29/81
Revised Section 206 Program Guidance, 4/87
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AID/FVA/PPM:L.STAMBERG | AID/FVA/FFP:T.REESE {DRAFT}
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SUBJECT: GUIDANCE FOR IMPLEMENTATION OF SECTION 20k
GOVERNMENT=TO-GOVERNMENT DEVELOPMENT PROGRAMS

REF : STATE 39L227

1. SUMMARY: TIN KEEPING WITH OUR EFFORTS TO INCREASE THE
USE OF FOOD AID RESOURCES TO PROMOTE ECONOMIC
DEVELOPMENT, THIS CABLE PROVIDES REVISED GUIDANCE AND
ESTABLISHES STREAMLINED REVIEW PROCEDURES FOR PLANNING
AND IMPLEMENTING PL 480 TITLE II SECTION 20L PROGRAMS.
THE PRINCIPAL FEATURE OF THESE PROGRAMS IS THEIR
DEVELOPMENT ORIENTATION. SECTION 20k PROGRAMS: ARE
GOVERNMENT~TO~GOVERNMENT 5 PROVIDE FOOD AID ON A GRANT
BASISY PERMIT MULTI-YEAR COMMITMENTS SUBJECT TO ANNUAL
REVIEW OF PROGRAM PERFORMANCE AND COMMODITY AND FUNDING
AVAILABILITYS INCORPORATE FOLICY CONDITIONALITY: AND
GENERATE LOCAL CURRENCY TO SUPPORT DEVELOPMENT
ACTIVITIES CONSISTENT WITH LEGISLATIVE REQUIREMENTS.
COUNTRY PRIORITIES . AND MISSION CDSS OBJECTIVES. THIS
MESSAGE DOES NOT DEAL WITH NON=-GOVERNMENT-TO-GOVERNMENT
MONETIZED TITLE II PROGRAMS. END OF SUMMARY.

2. OBJECTIVES AND AUTHORITY: THE MOST BASIC PURPOSE 0OF
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TITLE II SECTION 20L PROGRAMS IS TO ASSIST COUNTRIES IN
ALLEVIATING THE UNDERLYING CAUSES OF THEIR FOOD PROBLEMS
AND THEIR NEED FOR "EMERGENCY™ FOOD ASSISTANCE. TITLE
IT+ SECTION 20k OF PUBLIC LAW 480 ESTABLISHES THE
FRAMEWORK FOR GOVERNMENT-TO-GOVERNMENT MONETIZED
PROGRAMS . THE SECTION'S REQUIREMENTS DO NOT APPLY TO
NON-GOVERNMENTAL PROGRAMS. NOR TO PROGRAMS WITH
GOVERNMENTS FOR URGENT OR EXTRAORDINARY RELIEF. IT
STATES:

QUOTE: EXCEPT TO MEET FAMINE OR OTHER URGENT OR
EXTRAORDINARY RELIEF REQUIREMENTS +» NO ASSISTANCE UNDER
THIS TITLE SHALL BE PROVIDED UNDER AN AGREEMENT
PERMTTTING GENERATION OF FOREIGN CURRENCY PROCEEDS
UNLESS {3} THE COUNTRY RECEIVING THE ASSISTANCE IS
UNDERTAKING SELF-HELP MEASURES I! ACCORDANCE WITH
SECTTON 109 0F THIS ACT. {2} THE SPECIFIC USES TO WHICH
THE FOREIGN CURRENCIES ARE TO BE PUT ARE SET FORTH IN A
WRITTEN AGREEMENT BETWEEN THE UNITED STATES AND THE
RECIPIENT COUNTRY. AND {33} SUCH AGREEMENT PROVIDES THAT
THE CURRENCIES WILL BE USED FOR {A} ALLEVIATING THE
CAUSES OF THE NEED FOR THE ASSISTANCE IN ACCORDAMCE WITH
THE PURPOSES AND POLICIES SPECIFIED IN SECTION 103 OF
THE FOREIGN ASSISTANCE ACT O0F 1961+ {B} PROGRAMS AND
PROJECTS TO INCREASE THE EFFECTIVENESS OF F90D
DISTRIBUTION AND INCREASE THE AVAILABILITY OF F00D
COMMODITIES PROVIDED UNZER THIS TITLE TO THE NEEDIEST
INDIVIDUALS IN RECIPIENT COUNTRIES OR {C} HEALTH
PROGRAMS AND PROJECTS. INCLUDING THE IMMUNIZATION OF
CHILDREN- THE PRESIDENT SHALL INCLUDE INFORMATION ON
CURRENCIES USED IN ACCORDANCE WITH THIs SECTION IN THE
REPORTS REQUIRED UNDER SECTION 408 OF THIS ACT AND
SECTION 57 0F THE FOREIGN ASSISTANCE ACT 0F 19kl
UNQUOTE

THUS. AS DEVELOPMENT-ORIENYTED FOOD AID. SECTION 20k
PROGRAMS HAVE THE FACILITY TO STRENGTHEN F0OD
SELF-RELIANCE AND FOOD SECURITY5 PERMIT MORE STABLE
ECONOMIC GROWTH AND TRADE DEVELOPMENT S FACILITATE F0OD
AID PLANNING AND BUDGETING5 ALLEVIATE PERSISTENT HUMAN
HUNGER AND SUFFERING 5 AND REDUCE THE POTENTIAL FOR
POLITICAL INSTABILITY AND UNREST IN THE RECIPIENT
COUNTRY.

3. PROGRAM LEVELS: PL 480 COMMODITIES UNDER SECTION #Ob
ARE AVAILABLE THROUGH THE ANNUAL UNALLOCATED TITLE II
RESERVE. THIS RESERVE IS AUTHORIZED FOR EMERGENCY,
REFUGEE AND SECTION 20L PROGRAM NEEDS. PRIORIT™Y IS
GIVEN TO USING THE RESERVES FOR EMERGENCIES ANJ REFUGEE
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RELIEF. BUT THE USG CAN EXPAND SECTION 20k PROGRAMMING
IN YEARS s SUCH AS FY 1987+ WHEN PROJECTED EMERGENCY AND
RELIEF REQUIREMENTS SUGGEST MORE FUNDING WILL BE
AVAILABLE FOR SECTION 20k PROGRAMS .

PROGRAM LEVELS SHOULD BE DEVELOPED WITH DUE REGARD FOR
IMPORT NEEDS . OTHER DONOR PROGRAMS » FOREIGN EXCHANGE
AVAILABILITIES., THE RECIPIENT'S COMMITMENT TO REFORM,
AND THE NEED TO SUPPORT THAT COMMITMENT WITH EXTERNAL
RESOURCES. USUAL PROGRAM LEVELS WOULD RANGE IN SIZE
FROM 10,000 MTS TO 20,000 MTS PER YEAR.

4. ELIGIBILITY: SECTION 20L PROGRAMS ARE GENERALLY
TAILORED TO THE NEEDS OF LOWER INCOME DEVELOPING
COUNTRIES REQUIRING FOOD ASSISTANCE WITH PRIORITY GIVEN
TO THOSE EXPERIENCING CHRONIC FOOD DEFICITS. LOULER
INCOME COUNTRIES ARE THOSE MEETING THE WORLD BANK'S IDA
LOAN ELIGIBILITY CRITERIA+ WHICH IS CURRENTLY A 1985 PER
CAPITA INCOME OF DOLLARS 790 OR LESS.

CANDIDATE COUNTRY PROGRAMS ARE THOSE IN WHICH EMPHASIS
IS GIVEN TO INTEGRATING FOOD AID AND NON=FOOD AID
ASSISTANCE PROGRAMS TO PROMOTE FOOD SELF-RELIANCE AND
FOOD SECURITY AS WELL AS ECONOMIC GROWTH. NOTE:
SELF-RELIANCE N FOOD IS DEFINED AS THE ABILITY OF A
COUNTRY TO ASSURE CONTINUING FOOD SECURITY TO ITS
POPULATION FROM A COMBINATION OF DOMESTIC PRODUCTION AND
INMPORTATION OF FOOD AT COMMERCIAL TERMS PAID FROM
FOREIGN EXCHANGE EARNINGS. BOTH SHORT=- AND LONG-RUN
FOOD SECURITY ARE NECESSARY. SHORT-RUN FOOD SECURITY
IMPLIES THE ABILITY TO MAINTAIN NORMAL CONSUMPTION
LEVELS IN THE FACE OF AN EMERGENCY FOOD SHORTAGE.
LONG=RUN FOOD SECURITY IS DEFINED AS THE ABILITY OF A
COUNTRY TO ASSURE A NUTRITIONALLY ADEQUATE F0OD SUPPLY
TO ITS POPULATION ON A CONTINUING BASIS. END NOTE.

SECTION 20b PROGRAMS CAN BE USED, FOR EXAMPLE, WHERE THE
INTENT IS TO STRENGTHEN SUCH ELEMENTS OF THE HOST
COUNTRY'S FOOD SYSTEM AS THE FOOD DATA COLLECTION AND
REPORTING SYSTEM3 FOOD AND AGRICULTURAL POLICIESS THE
FOOD DISTRIBUTION SYSTEM: THE FOOD SECURITY PROGRAM3 AND
FOOD EMERGENCY PREPAREDNESS PLANNING. THE EXPECTATION
WOULD BE THAT INPROVEMENTS IN SUCH AREAS WOULD BE
FORTHCOMING WITH THE SUPPORT PROVIDED THROUGH SELF-HELP
MEASURES, POLICY DIALOGUE- AND THE PROGRAMMING OF SALES
PROCEEDS .

SECTION 20k PROGRAMS DIFFER FROM TITLE I PROGRAMS IN
THAT THEY ARE GRANT AS OPPOSED TO CREDIT PROGRAMS 5 ARE
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GENERALLY LIMITED TO LOWER INCOME DEVELOPING COUNTRIESS
ARE USUALLY APPROVED ON A MULTI-YEAR BASIS. SUBJECT TO
COMMODITY AND FUNDING AVAILABILITYS AND PLACE SPECIAL
EMPHASIS ON DIRECTL Y ADDRESSING THE ROOT CAUSES OF THE
RECIPIENT COUNTRY'S F0OD PROBLEMS AND SUPPORTING
PRECAUTIONAR Y MEASURES THAT HELP AVERT FO0OD SHORTAGES .

SECTION 20b PROGRAMS DIFFER FROM MULTI-YEAR TITLE III
PROGRAMS IN THAT THEY ARE GRANT AS OPPOSED TO CREDIT
PROGRAMS WITH A CREDIT-FORGIVENESS FEATURES: ARE MORE
MODEST IN PROGRAM SIZE {10,000 TO 20,000 METRIC TONS?}5
GIVE PRIORITY TO CHRONIC FOOD DEFICIT COUNTRIES: AND
AGAIN PLACE SPECIAL EMPHASIS ON ADDRESSING THE ROOT
CAUSES O0F THE RECIPIENT COUNTRY’S FO0OD PROBLEMS AND
SUPPORTING PRECAUTIONAR Y MEASURES THAT HELP AVERT F00D
SHORTAGES. THE USG PAYS FOR THE TRANSPORT COSTS OF
SECTION 20k COMMODITIES WHEREAS THESE ARE USUALLY PAID
BY THE RECIPIENT GOVERNMENT FOR TITLE I AND TITLE III
COMMODITIES.

S. FEATURES: THE PRINCIPAL FEATURE OF A SECTION 20b
PROGRAM IS ITS DEVELOPMENT ORIENTATION. SECTION 20b
PROGRAMS INCLUDE SELF-HELP MEASURES THAT CONTRIBUTE TO
MISSION EFFORTS TO INFLUENCE POLICY REFORM AND
IMPLEMENTATION. SECT7'N 109 SHMS UNDER A TITLE I
AGREEMENT WOULD SATISFY THE STATUTORY REQUIREMENT BUT
MISSION MAY WISH TO HAVE SEPARATE SHMS FOR THE SECTION
20b PROGRAM. THEY GENERATE LOCAL CURRENCIES FROM SALES
PROCEEDS THAT ARE JOINTLY PROGRAMMED FOR SPECIFIC
DEVELOPMENT AZTIVITIES. SIGNIFICANT EMPHASIS IS PLACED
ON THE INTEGRATION OF SECTION 20k RESOURCES WITH 0 THER
U.S. BILATERAL ASSISTANCE {DA. ESF. INCLUDING
AGRICULTURAL PRODUCTION-AND MARKETING-ORIENTED P VO
PROJECTS AND OTHER FOOD AID RESOURCESY AS WELL AS OTHER
DONOR PROGRAMS DIRECTED TOWARDS THEFZ ENDS. A PRIVATE
SECTOR ORIENTATION IS ENCOURAGED.

b- PROGRAM DESIGN: HANDBOOK 9 EMPHASIZES THE DEVELOPMENT
ORIENTATION OF GOVERNMENT-TO~GOVERNMINT SECTION 20b
PROGRAMS. THROUGH GENERATION OF LCCAL CURRENCIES THAT
CAN BE PROGRAMMED FOR ACTIVITIES THAT SUPPORT POLICY
REFORM EFFORTS. SECTION 20b PROGRAMS CAN HELP ADDRESS
ROOT CAUSES OF THE RECIPIENT COUMTRY'S FA0D PROBLEMS AND
SUPPORT PRECAUTIONARY MEASURES THAT HELP AVERT F00D
SHORTAGES . PROGRAM ELEMENTS INCLUDE COMMODITIES-
SELF-HELP MEASURES. LCCAL CURRENCY USE+ AND PROVISION OF
BENEFITS TO THE NEEDIEST POPULATION GROUPS. PROGRAMS
MUST BE CONSISTENT WITH ! EGISLATIVE REQUIREMENTS AS WELL
AS APPROVED COUNTRY STRATEGY. LOCAL CURRENCY FUNDED
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ACTIVITIES SHOULD BE DEVELOPED CONSISTENTLY WITH
ESTABLISHED A.I.D. POLICY.

{A} SELF HELP MEASURES: SECTION 109 OF PUBLIC LAUW 480
PERMITS A BROAD RANGE OF ACTIVITIES IN THE AREAS OF
AGRICULTURE. POPULATION. LITERACY AND HEALTH. HOWEVER,
FOOD AND AGRICULTURAL POLICIES REQUIRE SPECIAL
CONSIDERATION. PRIORITY SHOULD BE GIVEN TO SUCH AREAS
AS PRICING POLICIES S PRODUCTION INCENTIVES PROGRAMS FOR
SMALL FARMERSS COST EFFECTIVE FOOD DISTRIBUTION PROGRAMS
APPROPRIATEL Y TARGETED TO THE NEEDIEST 3 IMPROVED
PRODUCTION. MARKETING AND STORAGE POLICIES3 AND REMOVAL
OF CONSTRAINTS TO MORE EFFECTIVE PARTICIPATION BY THE
PRIVATE SECTOR IN FOOD PRODUCTION AND DISTRIBUTION.

SECTION 20b SHM'S SHOULD BE STRUCTURED IN A MANNER
COMMENSURATE WITH HOST GOVERNMENT AND MISSION
IMPLEMENTATION CAPABILITIES. THEY MAY ADDRESS ADOPTION
AS WELL AS IMPLEMENTATION OF REFORM MEASURES. ALSO
THEY SHOULD BE ADDITIONAL TO WHAT THE RECIPIENT
GOVERNMENT O THERWISE WOULD HAVE UNDERTAKEN IN THE
ABSENCE OF THE PL 480 FOOD AID PROGRAM.

{B} LOCAL CURRENCY USES: IN PROGRAMMING SALE PROCEEDS,
PRIORITY SHOULD BE GIVEN TO ACTIVITIES WHICH ADDRESS THE
CAUSES OF THE NEED FOR FOOD AID AND IMPROVE THE
EFFECTIVENESS OF FOOD DISTRIBUTION TO THE NEEDIEST.
APPROPRIATE USES woULD INCLUDE. FOR EXAMPLE,
STRENGTHENING CAPACITY TO COLLECT AND ANALYZE FOOD AND
AGRICULTURAL SECTOR DATAS ESTABLISHMENT 0F GRAIN STORAGE
AND MARKETING INFRASTRUCTURE 3 CROP PROTECTION AND
PREVENTION OF POST-HARVEST LOSSES3 FOOD DISTRIBUTION
SYSTEMS TARGETED TO ENHANCE FOOD CONSUMPTION AMONG
LOW-INCOME GROUPS3 AND * “ICULTURAL RESEARCH FOR
INDIGENOUS FOOD CROPS.

LOCAL CURRENCIES GENERATED FOR EXPENDITURE 0N SPECIFIED
DEVELOPMENT ACTIVITIES MUST BE EQUIVALENT TO NOT LESS
THAN THE USDA {FAS} DOLLAR VALUE 0F THE COMMODITIES.
THE EXCHANGE RATE TO BE USED IN CALCULATING THIS LOCAL
CURRENCY EQUIVALENT SHALL BE THE RATE AT WHICH THE
CENTRAL MONETARY AUTHORITY OF THE IMPORTING COUNTRYa OR
ITS AUTHORIZED AGENT. SELLS FOREIGN EXCHANGE FOR LOCAL
CURRENCY IN CONNECTION WITH THE COMMERCIAL IMPORT OF THC
SAME COMMODITIES.

SPECIFIC USES OF LOCAL CURRENCY MUST BE AGREED TO WITH

THE HOST GOVERNMENT AND STATED IN THE AGREEMENT.
SUBSEQUENT DECISIONS ON DETAILED PROJECT FUNDING
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REQUIREMENTS CAN BE MADE WITHIN THE BOUNDS OF THESE
AGREED SPECIFIC USES. DISBURSEMENT OF FUNDS SHOULD BE
JOINTLY AGREED TO BY USAID AND THE HOST GOVERNMENT « AND
THE HOST GOVERNMENT MUST ESTABLISH ADEQUATE ACCOUNTING
PROCEDURES FOR MONITORING LOCAL CURRENCY USES.

THE 20k PROGRAM PLAN {SEE PARA. 8 BELOW} SHOULD DESCRIBE
{I} SPECIFIC USES TO BE STATED IN THE TRANSFER
AUTHORIZATION {TA}. AND {II} WHAT THE PROJECT SELECTION
CRITERIA FOR DETAILED LOCAL CURRENCY USE MIGHT RE UNDER
THE PROPOSED PROGRAM. PARTICULARLY AS THEY OQPEN 13
OPPORTUNITIES FOR THE PRIVATE SECTOR. IT WoULD 8¢
PREFERABLE TO HAVE CRITERIA. MECHANISMS AND/OR DETAILED
USES TO BE STATED IN THE TA. BUT THESE CAN BE STATED IN
A MEMORANDUM OF UNDERSTANDING {MOU} COMPATIBLE WITH THE
TA IF NEEDED.

{C> MULTI-YEAR COMMITMENTS: PAST £XPERIENCE AND THE
NATURE OF THE PROBLEMS ADDRESSED SUGGEST THAT SECTION
c0b PROGRAMS SHOULD USUALLY BE UNDERTAKEN ON A
MULTI-YEAR BASIS. A MULTI-YEAR COMMITMENT PROVIDES THE
RECIPIENT A MAJOR INCENTIVE. AS WELL AS SUFFICIENT TIME-
TO ENGAGE IN PROGRAM ACTIONS AND REFORM EFFORTS THAT IT
WOULD NOT O0THERWISE PURSUE. A MULTI-YEAR COMMITMENT IS
KEYED TO COMMODITY AND FUNDING AVAILABILITY ON A
YEAR-TO-YEAR BASIS AND SUBJECT TO SATISFACTORY PROGRAM
PERFORMANCE AS THE MAIN CRITERION FOR JUSTIFYING EACH
SUBSEQUENT YEAR'S AUTHORIZATION.

{D} UMR APPLICATION : REASONABLE PRECAUTIONS MUST BE
TAKEN TO ASSURE THAT COMNODITIES SUPPLIED UNDER TITLE II
WILL NOT DISPLACE OR INTERFERE WITH SALES WHICH MIGHT

0 THERWISE BE MADE. THE USUAL MARKETING REQUIREMENT
{UMR} APPLIES IN THIS REGARD. THE UMR I3 HANDLED ON THE
SAME BASIS AS rITLE I. IF THE RECIPIENT COUNTRY HAS
MADE COMMERCIAL PURCHASES O0F THE COMMODITIES TO BE
PROGRAMMED UNDER TITLE II. IT MUST CONTINUE TO DO SO
USUALLY AT A LEVEL REFLECTING ITS AVERAGE COMMERCIAL
PURCHASES OVER THE LAST FIVE YEARS. THE UMR CAN BE
REDUCED OR ELIMINATED IN SPECIAL CASES IF JUSTIFIED BY
THE FINANCIAL CONDITION OF THE COUNTRY.

{EY BELLMON DETERMINATION : THE BELLMON AMENDMENT PL 480
SECTION 401 {B}. APPLIES AND REQUIRES A DETERMINATION
THAT ADEQUATE STORAGE FACILITIES ARE AVAILABLE IN THE
RECIPIENT COUNTRY AND THAT THE DISTRIBUTION OF THE
COMMODITIES IN THE RECIPIENT COUNTRY WILL NOT RESULT IN
A SUBSTANTIAL DISINCENTIVE TO OR INTERFERENCE WITH
DOMESTIC PRODUCTION OR MARKETING IN THAT COUNTRY.
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{F} ILLUSTRATIVE EXAMPLES OF PROGRAMS THAT CAN BE
IMPLEMENTED VIA THE SECTION 20k MECHANISM INCLUDE:

= MEASURES SUPPORTING INCREASED FOOD PRODUCTION
INCLUDING APPROPRIATE FOOD AND AGRICULTURAL POLICIES:

- A RELIABLE FOOD DATA COLLECTION AND REPORTING SYSTEMS

- A WELL DESIGNED AND MANAGED FOOD DISTRIBUTION SYSTEM:

- AN ADEQUATE . COST-EFFECTIVE FOOD SECURITY PROGRAM:
AND

= AS APPROPRIATE. A FOOD EMERGENCY PREPAREDNESS PLAN.

ACTIVITIES UNDERTAKEN AS PRECAUTIONS AGAINST FO0OD
SHORTAGES SHOULD BE CONSIDERED FOR SPECIAL EMPHASIS
WHERE APPROPRIATE.

MANY IF NOT ALL OF THE ABOVE ELEMENTS ARE USUALLY
INCORPORATED IN A COUNTRY FOOD SECTOR STRATEGY DEVELOPED
BY THE HOST GOVERNMENT. THE IMPLEMENTATION OF AN FSS
ADDS A LARGE MEASURE OF ASSURANCE THAT THE HOST
GOVERNMENT IS COMMITTED TO FOOD SELF=-RELIANCE AND
SECURITY.

IN DESIGNING AND IMPLEMENTING SECTION 20k ACTIVITIES TO
SUPPORT ANY 0F THESE PROGRAM ELEMENTS. IT IS HIGHLY
DESIRABLE TO COORDINATE PROGRAM AND POLICY INITIATIVES
WITH THOSE OF OTHER FOOD DONORS. THIS IS ESPECIALLY
IMPORTANT WHEN POLICY REFORMS ARE BEING ENCOURAGED.

{6} PL 480-RELATED COSTS : THE USG FINANCES BOTH
COMMODITY AND FREIGHT COSTS TO THE POINT OF ENTRY. THIS
PROVISION RECOGNIZES THE SEVERE FINANCIAL CIRCUMSTANCES
CHARACTERISTIC OF SECTION 20k RECIPIENTS.

7. STREAMLINED PROGRAM DEVELOPMENT AND APPROVAL: THE
STREAMLINED APPROVAL PROCESS FOR SECTION 20k PROGRAMS
WILL BE COMPATIBLE WITH THAT CURRENTLY FOLLOWED FOR
OTHER TITLE II PROGRAMS. A TWO-STEP PROCESS IS
ENVISAGED :

{A} CABLE WILL BE ACCEPTABLE AT ANY POINT IN THE PROGRAM
CYCLE AS AN INITIATING DOCUMENT. THE CABLE SHOULD
CONTAIN BASIC NEW PROJECT INFORMATION FOR PL 480 SUCH AS
OUTLINED IN THE AGENCY'S FY 88 PROGRAM AND BUDGET
GUIDANCE {STATE 131135 WORLDWIDE. DATED 4/2k/8kL. PARAS.
2 AND 19}. A NARRATIVE STATEMENT JUSTIFYING THE
PROPOSAL AND BRIEFLY OUTLINING NEED, TYPE OF COMMODITY,
POLICY IMPACT+ LOCAL CURRENCY USE ~ SHIPPING SCHEDULE
AND RELEVANCE TO APPROVED STRATEGY SHOULD BE
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INCORPORATED IN THE CABLE.

{B} THE PRIMARY DOCUMENT DESCRIBING AND JUSTIFYING THE
ACTIVITY WILL BE A SECTION 20k PROGRAM PLAN
INCORPORATING THE PROGRAM DESIGN ELEMENTS DISCUSSED IN
PARA. b ABOVE. THE PREPARATION AND PRESENTATION
REQUIREMENTS FOR THE PROGRAM PLAN ARE TO BE KEPT TO A
REASONABLE LENGTH+ CROSS-REFERENCING EXTANT POLICY AND
STRATEGY STATEMENTS AND PROGRAM DOCUMENTS AS MUCH AS
POSSIBLE- FOR EXAMPLE. THE CURRENT APPROVED CDSS AND
ACTION PLAN WOULD BE INCORPORATED BY REFERENCE IN THE
SECTION 20b PROGRAM PLAN. AS WOULD PROJECT DOCUMENTATION
FOR APPROVED PROJECTS WHICH INVOLVE ACTIVITIES TO BE
SUPPORTED BY LOCAL CURRENCY GENERATIONS.

AID/W PROCEDURES WILL INCLUDE REVIEW BY THE RELEVANT
REGIONAL BUREAU AND PPC AND SUBMISSION OF THE PROPOSAL
BY FVA/FFP TO THE DCC FOR APPROVAL. MISSIONS SHOULD AIM
FOR SUBMISSION OF PROGRAM PLANS NORMALLY NO LATER THAN
THE END OF THE SECOND QUARTER OF THE FISCAL YEAR TO
PERMIT REVIEW~ APPROVAL AND CALL FORWARDS WITHIN THE
YEAR. PROGRAM PLANS SHOULD SPECIFY THE TYPE COMMODITIES
REQUIRED TO FACILITATE USG COMMODITY MANAGEMENT.

MISSIONS ARE URGED TO DESIGN PROGRAMS THAT ARE
RELATIVELY SIMPLE AND WHICH ARE COMMENSURATE WITH
MISSION AND HOST GOVERNMENT CAPACITIES TO IMPLEMENT THEM.

&- SUGGESTED OUTLINE FOR SECTION 20k PROGRAM PLANS:

SUMMARY

STATEMENT OF CRITICAL ISSUES

PROGRAM DESCRIPTION

- {A} PROBLEM
- {B} 0BJECTIVES
- {C} SUMMARIES OF RELEVANT ANALYSES {SECTORAL-
ECONOMIC. TECHNICAL+ SOCIAL AND ENVIRONMENTAL
‘ ANALYSES. AS APPROPRIATE}
- {D} PROGRAM ELEMENTS
- COMMODITY SELECTION/LEVELS
- SELF-HEL P MEASURES
- LOCAL CURRENCY USES

FINANCIAL PLAN

QELLMON ANALYSIS
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= UMR ANALYSIS
= IMPLEMENTATION PLAN
~ MONITORING AND EVALUATION PLAN

9. IMPLEMENTATION PROCEDURES: APPROVED SECTION 20k
PROPOSALS ARE FUNDED THROUGH AN ANNUAL TA. FOR
MULTI-YEAR PROGRAMS+ AN ANNUAL PROGRESS REPORT BASED ON
MISSION AND HOST GOVERNMENT REVIEW OF THE KEY PROGRAM
COMPONENTS IS THE BASIC DOCUMENT USED BY THE DCC FOR
APPROVAL #F THE SUBSEQUENT YEAR'S ALLOCATION AND TA.

SPECIFIC STEPS THAT WILL BE TAKEN UNDER THE SECTION 20k
PROGRAM TO WORK TOWARD ACHIEVEMENT OF REFORMS SHOULD BE
INCLUDED IN THE TA OR MEMORANDUM OF UNDERSTANDING.
PERFORMANCE TARGETS AND QUANTIFIABLE INDICATORS SHOULD
BE DEFINED INSOFAR AS POSSIBLL. 1IN TANDEM WITH THE
ESTABLISHMENT OF QUANTIFIABLE INDICATORS . MECHANISMS FOR
THE MONITORING AND EVALUATION OF THE PROGRAM ALSO NEED
TO BE CLEARLY LAID OUT IN THE TA OR ACCOMPANYING MOU.
THESE MECHANISMS NEED TO BE FLEXIBLE OR COMPREHENSIVE
ENOUGH TO COVER LOCAL (CRRENCY GENERATIONS AS WELL. ¥
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Project Fooa Aid

Title II and Section 416 Regular
(PL 480 Section 201)

Intent: Traditionally, the intent of project food aid has been to
alleviate immediate hunger and malnutrition. In recent years,
efforts have been made to use food aid projects to further
developmental objectives.

Descripticn There are three basic delivery systems for regular
food ald projects:

(1) Maternal-child health feeding projects (MCH) - offer food
supplements to pregnant and lactating mothers and preschool
children from low income families. These projects are
typically implemented at feeding or health centers managed by
indigenous or U.S. organizations. Feeding rations are
distrituted to mothers and infants and rudimentary lessons in
healti> or nutrition are provided. In better run centers, a
growth surveillance system is used to ensure adequate levels
of intake and to monitor impact.

(2) School Feeding Programs (5FP) - provide meals to school age
children who are physically present at educational
institutions. School Feeding Programs are intended to
contribute to development through human capital formation and
increased productivity.

(3) The contribution of Food For Work (FFW) projects to
development differs from that of MCH and school feeding
programs. In this case, development occurs through income
generation and employment for the poor; infrastructure
development; and promotion of community organization and
development.

Project food aid is implemented by Private Voluntary Organizations
(PV0s), cooperatives and the World Food Program (WFP). Section
201 or Title II procvides that in FY 1987 1.45 million metric tons
of U.S. commodities must be distributed through non-emergency
projects by these institutions. Costs of ocean transport and
overland transport -- port of entry to point of entry for
land-locked countries -- are also provided to these projects.

Sponsors submit Operational Program Plans -- or project documents
in the case of cooperatives -- to A.I.D., field missions. They are
reviewed and when approved, are forwarded to Washington for the

normal DCC approval process. For the WFP, projects are reviewed
and approved at the bi-annual CFA meetings in Rome.

Citations: State cable 334505; State cable 073360
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Title

Title III

Food for Progress

Ticle II
Structural Adjust.
Program

Section 201/P\D

Section 206-G to G
Section 416

Sugar Quota
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FOOD AID BY FUNCTIONAL CATEGORIES

LOCAL
OCEAN CQURRENCY
GRANT FREIGHT SALES/ USE
ELEMENT PROVIDED MONETIZATION FROGRAMMING
Up to 652 with waiver 1002 Optional
for extraordinary
cases
Loan forgiveness/ with walver 1001 required
Ticle I debt for RLDCs
postponed
x x 100% prohibited
x x partial same as 201
x x partial required: only
for interna
transport/

x x 100%

x optional partial

x x partial-
100%

x optional 1007

ancillary inputs
required
required: only
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transport and
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REFORM SECTOR
COMPONENT FoQus
Optional Sec. 106/108
required -
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uses to help needy
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required

under
discussion

TARGETTED
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