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L. 
THE FARM BILL OF 1985, AMONG A NUMBER CF CHANGES,
GIVES THE PRIVATE SECTOR A GgEATER 
ROLE 
IN PL 480 AND 

SEC 416 PROGRAMMING. THE 
 COODFOR PROGRESS PROGRAM 
iSEC 

1110) FOSTERS POLICY REFORMS AIMED AT 
ALLOYING MARKET 

FORCES AND PRIVATE ENTERPRISE TO SNAPE ECONOMIC 

ACTIVITY. 
 THE FUNDING CF IIITERMEDIATE 
FINAICE 

IISTITUTIONS WITH LOCAL CURREICIES 
 SEC. IlIL| PROVIDES 

FOR DEVELOPMENTLOPNSTO PRIVATE UGRICULTURAL SECTOR 
BORROWERS. 
 THE EXPANDED AUTHORITY OF SEC. 
415 PROGRAMS 

(SEC. 11091 ALLOWS FOR U.S. AGRICULTURAL ;URPLUSES 
TO BE 

USED FOR DEVELOPPENT 
AND HUMANITARI.II 
PURPOSES 

PARALLELING TITLE 
II PROGRAMS. 
 IN ADDITION, LEGISLATION 

EARMARNS FUNDS FOR THE FARMER-TO-FARMER PRCGRAM, ASSIGNS 

PRIORITY TO CHILD IMMUNIZATIONI PROGRAMS AND AUTHORIZES
MONETIZATION UNDER TITLE 
II ANC SEC. 416. 

IMPLEMENTATION OF THIS LEGISLATION 
WILL REQUIRE THE 

DEVELOPMENT OF EX;ENSIVE GUIDANCE TO BECOME 
WORKABLE 

WITHIN CURRENT BUDGETARY AND POLICY LIMITATIONS. 


MISSIONS WILL 
BE KEPT 
INFORMED OF DEVELOPMENTS. 
A
SUMMARY OF 
THE BILL FOLLOWS. 


-" SEC. 1101-
 THE PRESIDENT IS AUTHORIZED TO RAISE THE
DOLLARS I BILLION FUNDING LEVEL OF TITLE 
II WHEN 

NECESSARY 
TO MEET HUMANITARIAN NEEDS. 
 THE PROGRAM YEAR 

WAS ALSO CHANGED FROM CALENDER TO FItCAL YEAR. 


- EC. I112- TITLE II MINIMUMS AND SUB-MINIMUMS ARE
 
RAISED TO 1.9 
AND 1.435 MILLION MTS FOR FY 
1987- 1999.
 
AMOUNTS FOR FY 1916 ARE 
1.1 AND 1.3 MILLION MTS.
 

-- SEC. 1103- REQUIRED LEVEL 
OF PROCESSED AND BAGGED
 
FOODS IN TITLE II NONEMERGENCY PROGRAMS 
IS RAISED TO 75
 
PERCENT, ONLY SLIGHTLY HIGHER THEN LEVELS 
ACHIEVED IN FY
 
'R5. THE REQUIREMENT CAN BE WAIVED 
BY THE PRESIDENT.
 

SEC. 
1194- PVOS REQUESTING MONETIZATION ARE REQUIRED
 
TO SUBMIT A DESCRIPTION OF PLANNED USES OF 
CURRENCIES.
 
ALSO, A 5 PERCENT LEVEL OF MONETIZATION IN THE AGGREGATE
 
OF NONEMERGENCY TITLE 
II IS REQUIRED. 
THIS IS ROUGHLY
 

STATE 925189 
 6559 398666 AI01549
 
THE CURRENT LEVEL BEING ACHIEVED.
 

SEC. 1105- PL 480 IC EXTENDED THROUGH Fv 1999.
 

-" SEC. IlT- ONE"TENTH OF I PERCENT OF PL 4GO FIuNDSIN
 
FY 1916 AND 1937 
 ARC TO eE USED IN FARYER-TO-FARMER
 
PROGRAM; AC DESCRIBED IN 'EC. 4061A) OF Pl 430. 
 THE 
PROGRAM IS TO BE IMPLEMENTEO IN COORDINAIION WITH 
SEC.
 
296 THROUGH 38 
 OF THE FAA. 

-- SEC. 1108- THE REQUIRED LEVEL CF TITLE III IS
 

REDUCED 
FROM 15 TO ID PERCENT.
 

.. SEC. 
119- SEC. 416 COM1OUITIES DECLARED AVAILABLE
 
BY THE SECRETARY OF AGRICULTURE MAY BE PROGRAMMED UNDER
 
CONDITIONS LARGELY 
PARALLELING 
TITLE 
11,E.G. MINIMUM
 
TONNAGES; 
UMRS; BELLMOS 
-MENOMENT CONSIDERATIOlS. 
AND
 
FOIIETIZ4TION UINDERPRESCRIBED CCIIDITIODVS.THIS SECTION
NEEDS SUBSTANTIAL REVIEW AND GUIDANCE 
TO BECOME
 

OPERATIONAL.
 

"" SEC. 
1119- FOOD FOR PrLGRESS AUTHORIZES MULTI-YEAR
 

GRANT AGREEMENTS FOSTERING PCLICY REFORMS CONDUCIVE 
TO

MARKET ORIENTED PRIVATE 
SECTOR CEVELOPrENT. 
 THE SIZE OF
 

THE PROGRAM IS LIMITED TO 500,0 
 MTS AND IS TO COME
FROM TITLE I APPROPRIATICNS, SUPPLEMENTED BY A MINIMlUN
 

OF 75,90 MPS UNDER SEC 416. 
 SUBSTANTIAL GUIDANCE WILL
BE REQUIRED TO IMPLEMENT THE PROGRAM.
 

SEC. 1I1-
 LOCAL CURRENCIES ARE 
TO BE USED TO FUND
 

INTERMEDIATE FIND.CING 
INSTITUTIONS 
TO EXTEND CREDIT TO
 

THE PRIVATE SECTOR IN AGRICULTURALLY RELATED ACTIVITY.
 
A MINIMUM OF 19 PERCENT OF 
TITLE I WILL 
BC SOLD FOR
 
LOCAL CURRENCIES. 
THIS MINIMUM IS WAIVABLE BY THE
 
PRESIDENT. 
 THESE U.S.-OLNEO LOCAL 
CURRENCIES WILL
 
CAPITALIZE 
IFI CUBLENDIIG. 
 SIMILAR ALLOCATIONS OF
 
COUNTRY-OWNED LOCAL CURRENCY GENERATIONS ARE ALSO
 
ENCOURAGED. OVERALL, A '5 PERCENT LEVEL OF U.S. 
AND
 
COUNTRY-OWNED LOCAL CURRENCIES IS ENVISAGED. 
 THIS
 
PROGRAM IS UNUSUALLY COMPLICATED AND WILL REQUIRE
 
EXTENSIVE GUIDANCE 
TO BRING INTO OPERATION. EXTENSIVE
 
NEGOTIATIONS WITH RECIPIENT COUNTRY GOVERNMENTS AND 
IFIS
 
APPEAR LINELY 
IN ORDER TO ARRIVE AT AN AGREEMENT.
 

-- SEC. 1112- INCREASES IN IMMUNIZATION LEVELS ARE TO
 
BE PURSUED IN PL 49 
HEALTH PROGRAMS. INCREASED LEVELS
 
OF IMMUNIZATION ARE 
TO BE REPORTED TO CONGRESS AS
 
REQUIRED BY SEC. 634 
OF THE FAA.
 

SEC 1113 A SPECIAL ASSISTANT TO THE PRESIDENT FOR
 

AGRICULTURAL TRADE AND AID 
IS TO BE APPOINTED.
 

2. A COPY OF THE FULL 
TEXT OF THE LAW HAS BEEN POUCHED
 
BY AID/LEG TO THE MISSIONS. PROGRAM-SPECIFIC GUIDANCE
 
WILL BE FORTHCOMING AS 
IT IS DEVELOPED. 
 SHULTZ
 

UNCLASS IFIED. 
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"(iii)such honey is for any other reason unsound, unhealthy, 	

119 
unwholesome, or otherwise unfit for human consumption. "() ensure that at least ?Spercent of the quantity of cgricultural commodities required to be distributed each fi.cal yearTITLE XI-TRADE 	 under subsection (b) or nonemergency progrms be in the formofprocessedorfortifiedproductsorb cornoties.

Subtitle A-Public Law 480 and Use of Surplus Commodities in "(2) The President may waive the requirement under paragraphInternationalPrograms 	
(1)B) or make available a smaller percentage of fortified or proc­essed food than requi aredunder paragraph(1)(B) during any fscalTITLE II OF PUBLIC LAW 480-FUNDING LEVELS year in which the Presidentdetermines that "ze requirementsof theprograms established under this title will not be best served by theSEC. 1101. Effective October 1, 1985, section 2041 of the Agricultur-al Trade Development and Assistance Act of 1954 (7 US.C. 1724) is 	
distribution of fortified or processed food in the amounts requiredamended by- underparagraph(1XB).unOerp A SSSTA NCE(1) striking out "calendar"both places it appears in the first 	

PROGRAM OF V L NTR.GE C Esentence and insertingin lieu thereof "fiscal' and FOOD ASSISTANCE PROGRAMS OF VOLUNTARY AGENCIESo(a) Title 11 of the Agricultural Trade Development and(2) insertingafter the first sentence the following: "The Presi-dent may waive the limitation in the preceding sentence if 	 Assistance Act of 195A (7 US.C. 1721 et seq.) is amended by addingthePresidentdetermines that such waiver is necessary to undertake . the end thereof the following:

programs of assistanceto meet urgent humanitarianneeds. " 

"SEC. 207. (a)A nonprofit voluntary agency requestinga nonemer-
MINIMUM QUANTITY OF AGRICULTURAL 	 gency food assistance agreement under this title shall include inCOMMODITIES DISTRIBUTED such request a description of the intended uses of any foreign cur-
UNDER TITLE 11 rency proceeds that would be generated with the commodities pro­vided under the agreement.SEC. 1102. Section 201(b) of the Agricultural Trade Developmentand Assistance Act of 1954 (7 US.C. 1721(b)) is amended to read as 	

"(b) Such agreements shall provide in the regate for eachfollows: fiscal year, for the use of foreign currencyp roceeas under this sub­section in an amount that is not less than percent fat"(b) The minimum quantity of agriculturalcommodities distribut- reah
ed under this title for each of the fiscal years ending September 30. value of the commodities distributed under nonemergency programs1987, September 30, 1988, September 30, 1989, and September 30. 

under this title for such fiscal year. "n mergenc prograte1990, shall be 1,900,000 metric tons, of which not less than 1,425,000 
(b) Section 2 07 of the Agricultural Trade Development andAssist­metric tons for nonemergencyprogramsshall be distributed through 

ance Act of 19 54 (as added by subsection (a)) shall apply with re­spect to agreements entered into after December31, 1985.nonprofit voluntary agencies, cooperatives,and the World Food Pro­gram; unless the Presidentdetermines and reports to the Congress. EXTENSIONtogether with his reasons, that such quantity cannot be used effec-	 OF TlE PUBLIC LAW 480 AUTHORITIES 
SEC.tively to carry out the purposes of this title.' 	 1105. Section 409 of the AgriculturalTrade Development andAssistance Act of 1954 (7 U.S.C. 1736c) is amended by-TITLE 11 OF PUBLIC LAW 480-MINIMUM FOR FORTIFIED OR PROCESSED 	 (1) striking out 

FOOD AND NONPROFIT AGENCY 	
"1985" in the first sentence and inserting inlieu thereof '1990's andPROPOSALS (2) in the second sentence­. Section 201 of the AgriculturalTrade Development andAssistance Act of 1954 (7 US.C. (A) striking out "amendment" and insertingin lieu there­1721) is amended by addingat theend thereo the following new subsection: 	 of "amendments'"and

(B) inserting "and the Food Securit6 )(1) Except as provided in paragraph(2), in distributingagri-	 Act of 1985" afterculturalcommodities under this title, the Presidentshall-	 "Agriculture and FoodAct of 1981 " "(A) consider- FACILITATION OF EXPORTS 
FASLTTENOCPOT"(i) the nutritionalassistanceto recipientsand benefits to SEC. 1106. Itthe United States that would result from distributingsuch 

is the sense of Congress that the President shouldcommodities in the form of processed andprotein-fortified 
work with the People's Republic of China to facilitate the export ofproducts, includingprocessed milk, plant protein products. 	
agriculturulcommodities to the People's Republic of China.

FARMERTO.FARMER PROGRAM UNDER PUBLIC LAW 480and fruit, nut, andvegetable products;"(ii) the nutritional needs of the proposed recipients ofthe commodities; l (a) Notwithstanding any other provision of law, not"(iii)the cost effectiveness of providingsuch commodities, 
less than one-tenth of I percent of the funds availablefor each ofthe fiscal years ending September 80, 1986, and September 80, 1987,

forpurposes of selectingcommodities for distributionunder 	 t~of carr out the Agricul~tural "DadeDevelopmentnonemergencyprogra ins;and 	 to carry out t Ag a Trae Develpmeandand Assistance cs itne Act40s(a)ep st te be used to carry out paragraphs(1) and (2)of sectionof that Act. Any such furds used to carry out tarajaranh(9) 
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of section 406(a) shall not constitute more than one-fourth of thefunds used as provided by the first sentence of this subsection, shallbe used for activities in direct support of the farmer-to-farmerPro-gram under paragraph(1) of section 406(a), and shall be admins.
tered whenever possible in conjunction with programs under sec.tions 2.96 through 300 of the Foreign AssistanceAct of 1961. 

(b) Not later than 120 days after the date of enactment of thisAct, the Administrator of the Agency for InternationalDevelop.ment, in conjunction with the Secretary of Agriculture,shall submitto Congress a report indicatingthe manner in which the Agency in-tends to implement the provisions of paragraphs(1) and (2)of sec-tion 406(a) of the Agricultural Trade Development and Assistance
Act of 1954 with the funds made availableunder subsection (a). 

FOOD FOR DEVELOPMENT PROGRAM 
SEc. 1108. Section 302(cXJXC) of the Agricultural Trade Develop.ment and Assistance Act of 1954 (7 US.C. 1727a(c)JXC)) is amended 

by strikingout "15"andinsertingin lieu thereof "10. 
USE OF SURPLUS COMMODITIES IN INTERNATIONAL PROGRAMS 

S --- Section 416 of the Agricultural Act of 1949 (7 USC. 
1481) is amended by-(1) striking out the last two sentences of subsection (a); and() strikingoutthelasttwosentsubsection (a;
r"(i) f ad"(b2l) The Secretary, subject t the requirements of paragraph(1)(i0), maymay furnish eligible commodities for carryingout programs offu r el y, bec ommite forearrin ot prgra f 
assistancein developing countriesand friendly countries under titleII of the Agricultural Trade Development and Assistance Act of1954 and under the Food for ProgressAct of 1985, as approved bythe Secretary, and for such purposes as are approved by the Secre-tary. To ensure that the furnishingof 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-nated throughance mehimde signaebtheAgriPurtu d e identtondi-
nate assistance under the Agricultural Trade Development and As 
sistance Act of 1954. 


"(2) As used in this subsection, the term 'eligible commodities'
means-
"(A) dairyproducts,grains,and oilseeds acquiredby the Com-modity Credit Corporation through price support operations

that the Secretarydetermines meet the criteriaspecified in sub-section (a); and 
"(B) such other edible agriculturalcommodities as may be ac-

quired by the Secretary or the Commodity Credit Corporationinthe normal course of operationsand that are availablefor dis-
position under this subsection, exept that no such commoditiesmay be acquiredfor the purpose o their use under this subsec-

" Ao m d m"(A) 
"(3uA) Commodities may not be made available for diosition

under this subsection in amounts that (i)will, in any way,reduce
the amounts of commodities that traditionally are made availablethrough dnnati-n.-M- ,,-- - ,,,-,,,------------..;- r 
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into by the Secretary under'apayment-in-kind program under thisAct orotherActs administeredby the Secretary.

"(BXi) The requirements of section 401(b) 
of the Agricultural

Trade Development and Assistance Act of 1954 shall apply with re­spect to commodities furnished under this subsection. Commodities may not be furnished for disposition to any country under this sub­
section except on determinationsby the Secretary that­

"() the receiving country has the absorptive capacity to usethe commodities efficiently and effectively; and
"(II) such disposition of the commodities will not interfere

with usual marketings of the United States, nor disrupt worldprices of agriculturalcommodities and normal patternsof com­
mercial trade with developing countries. 

"(ii) The requirement for safeguarding usual marketings of theUnited States shall not be used to prevent the furnishingunder thissubsection of any eligible commodity for use in countriesth.;t-­"(I) have not traditionallypurchased the commodity from the 
UnitedStates; or 

"(H1) do not have adequate financial resources to acquire thecommodity from the United States through commercial sources 
or through concessionalsalesarrangements. 

"(C) The Secretary shall take reasonable precautions to ensure
that­

commodities furnishedunder this subsection will no.t dis­
place or interfere with sales that otherwise might be made; andrupt world prices of agriculturalcommodities nor normal pat­"(ii) sales or barter under paragraph(7) will not unduly dis­

tr ls of ariculturl cootiesn 
terns of commercial trade with friendly countries.

"(4) Agreements may be entered into under this subsection to pro­'ide eligible commodities in installments over an extended period oftime. 
"(5)A) 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 processingand domestic handling costs incurred,as authorizedunder this sub­
section, in theform oj-eligible commodities, as defined in paragraph(2)A), if the Secretary determines that such in-kind payment willnot disrupt domestic markets.
 

"(6) The cost of commodities furnished under this subsection,andexpenses incurred under section 203 of the Agricultural Trade De­velopment an.1 Assistance Act of 1954 in connection with those com­modities, shc 11 be in addition to the level of assistanceprogrammed
under that Act and shall not be consideredexpenditures for interna­

al affairs andfinance.
'(7) Eligible commodities, and products thereof,furnished under

this subsection may be sold or bartered only with the approval of
the Secretary and solely as follows:
 

Sales and barter that are incidental to the donation of
the commodities or products.

"(B) Sales and barter to finance the distribution, handlinf,
and processingcosts of the donated commodities orproducts in-- .. L:_...L.. 
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the importing country that are consistent with providing foodas s is t a n ce to needy peop le.
 

"(C)salcestoandbarerofc 
 dshall
"(C)Sales and barter of commodities and products furnished
to intergovernmentalagencies or organizations, insofar as theyare consistent with normal programmingprocedures in the dis.tributionof commodities by those agencies or organizations, 
'(D)(i) Sales of commodities and products furnished to non-profit and voluntary agencies, or cooperatives, or food assist-

ance under agreements thatprovidefor the use, y the agency orcooperative, of foreign currency proceeds generated from suchsale of commodities or products for the purposes established inclause (ii)of this subparagraph.
"(ii) Foreign currency proceeds generated from the sales ofcommodities and products under this subparagraph shall beused by nonprofit and voluntary agencies, or cooperatives, foractivities carriedout by the agency or cooperative that will en-hance the effcctiveness of transportation,distribution, and useof commodities and products donated under this subsection, in-cluding food for work programsand cooperative and agricultur.a iprojects. 
(iii) Except as otherwise provided in clause (v), such agree-ments, taken together for each fiscal year, shall provide for 

sales of commodities andproducts for foreigz currencyproceedsin amounts that are, in the aggregate,not less than 5 percent ofthe aggregate value of all commodities and products furnisied 
for carryingout programsof assistanceunder this subsection in
such fiscal year. The minimum allocation requirements of thisclause apply with respect to commodities and products madearringoutproram ofas-"(iv)
avaiabl uner ~hi susecionfor 

available under this subsection for carryingout programsof as-sistance under title II of the Agricultural Trade Developmentand AssistanceAct of 1954, and not with respect to commodities
and products made available to carry out the Food for ProgressAct of 1985. 

"(iv) Foreign citrrency proceeds generated from the sale ofcommodities or products under this sub ragraphshall 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 country Oforigin as necessary to expedite the transportationof commod-
ities and products furnished under this subsection, and (II)after one year of acquisition as appropriateto achieve the pur-poses of clause (i). 

(v) The provisions of clause (iii)of this subpararphestab-
lishing minimum annual allocationsfor sales and use of pro­ceeds shallnot apply to the extent that ther'e have not been sufficient requests for such tales and use of proceeds nor to the 
extent requiredunderparagraph(3).

"(E) Sales and barter to cover expenses incurred under para-graph (5)a)
No Portion of the proceeds or services realized from sales or barterunder this paragraphmay be used to meet operatingand overhead 
expenses, except as otherwise provided in subparagraph (C) andexcept forpersonnel andadministrativecosts incurredby local coop-
eratives. 
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-(8)A) To the maximum extent practicable,expedited procedures"S A o t e m x m m e t n r ci a l , e p d t d p o e u e
 

be used in the implementationof this subsection."(B) The Secretary shall be responsible for regulationsgoverningsales and barter, and the use of foreign currency proceeds, underparagraph (7) of this subsection that will provide reasonablesafe­guards to prevent the occurrence of abuses in the conduct of acti'vi­
ties providedfor in paragraph(7)."(9XA) Each recipient of commodities and products approved forsale or barter under paragraph(7) shall report to the Secretary in­formation with respect to the items required to be included in theSecretary' report pursuant to clauses i through (iv) of subpara­graph (B). Re rts pursuant to this subparagraphshall be submit­ted in accorance with regulations of the Secretary. Such regula­tions shall require at least one report annually, to be submitted notlater the- December31 following the end of the fiscal year in whichthe commodities and products are received; except that a reportshall not be requiredwith respect to fiscalyear 1985.
"(B) Not later than February 15, 1987, and annually thereafter,the Secretary shall report to the Congress on sales and barter,anduse of foreign currencyproceeds, underparagraph(7) during the pre­edingfiscal year. Such reportshall include informationon­(i) ,he quantity of commodities furnished for such sale or 

barter;
"(1i) the amount of funds (including dollar equivalents

foreign currencies) and value of services generated fromsales and barter insuch fiscal year, 
such
 

"(iii) how such funds and services were used;
"(iv) the amount of foreign currency proceeds that wereho und a eice were used used 
under agreements under subparagraph(D) of paragraph(7) insuch fiscal year, and the percentageof the quantity of all com­modities and products furnished under this subsection in such
fiscal year such use represented;

"() the Secretary's best estimate of the amount of foreign cur­rency proceeds that will be used, under agreements under sub­pr o fpargraph(7), int en urentscalder
and the next following fiscal year (if all rquestns for such useare agreed to), and the percentage that such estimated use repre­
sents of the quantity of all commodities and products that theSecretary estimates will 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
andproducts under this subsection; 

"() dsplace or interfere with commercial sales of United
States agriculturalcommodities and products that other­
wise would be made, 

'WD offect usual marketings of the United States,"(III) disrupt world prices of agriculturalcommodities ornormalpatternsof trade with friendly countries,or
"(IV) discourage local production and marketing of agri­

cultural commodities in the countries in which commod­ities and products are dis:ributed under this subsection; 
and 
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"(viii) the Secretary's recommendations, if any, for changes toimprove the conduct of sales, barter, or use 
activities under
paragraph (7). 

"(1OXA) Subject to the limitations established under paragrah(3), the Secretary shall make available for disposition under thissubsection in each of the fiscal years 1986 through 1990 not lessthan the minimum quantities of eligible commodities specified in 
Subparagraph(B)."(B) The minimum quantity of eligible commodities that shall bemade available for disposition under this subsection in each fiscalyear shall be-

"(i) 500,000 metric tons of grainsand oilseeds from the Corpo.ration's uncommitted stocks, or an amount equal to 10 percentof the Corporation's uncommitted stocks of grains and oilseeds 
as of the end of such fiscal year (asestimated by the Secretary),
whichever is less; and"(ii) 10 percent of the Corporation's uncommitted stocks ofdairy products, but not less than 150,000 metric tons of such 
products to the extent that uncommitted stocks are available.


The Secretary shall make '
levels of the Corporation uncommitted stocks prior tosuch estimation of expected year-endthe begin-
levelsof the fica yenr.cT,,meitecrest terinionning of the fiscal year. The Secret zry' determinationcs 

as to theto theamount of the Corporations stocks that shall be made available fordisposition under this subsection for such fiscal year shall be pub-lished in the FederalRegister, along with a breakdown by kind ofcommodity and the quantity of each kind of commodity that shallbe made available,before the beginningof such fiscalyear."(C) Of the aggregate amounts made available each fiscal yearpursuant to both clauses (i) and (ii) of subparagraph(B), not lessthan 75,000 metric tons shall be made available to carry out theFood for ProgressAct of 1985. 

"(I) may wavethe- m mtries
"pa may waive the minimum quantity requirements of sub-paragraphs(A) and (B) for a fiscal year to the extent that theSecretary determines and reports to Congress that there are notsufficient requests for eligible commodities under this subsec-tion for such fiscal year, except that the waiver authority ofthis subclause may not be used to waive the minimum quantity 
"(II) may waive the minimum quantity requirement of sub-paragraph (C) in accordance with subsection (2)paraPrgrh( ac ord8;ance with(2) 

of the Food 
"(III) may waive the minimum quantity requirements of sub-paragraphs(A), (B), and (C) for a fiscal year, if the Secretarypargraps (A), tBe at n fo t fiscaluyerithgdetermines that the restrictions on Sfcrethe furnishing of commod-ities under paragraph(8) prevent the making availableof com-modities in such quantities.

"(ii) For any fiscal year in which the minimum levels of uncom-mitted Commodity Credit Corporation stocks specified in subpara-graph (B) are not made availableand during which any requests forcommodities under this subsection are rejected, the Secretary shall 
such fiscal year, of theprovide a detailed, written explanation to Congress, at the end ofreasons for the rejections of such requests.th 
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"(1J)A) The Secretary may furnish eligible commodities underthis subsection in connection with (i) concessionalsales agreementsentered into under title I of the Agricultural Trade Developmentand Assistance Act of 1954 or other statutes, or (ii) agriculturalexport bonus or promotion programscarriedout under the Commod­ity Credit CorporationCharterAct or other statutes."(B) Eligible commodities may be furnished by the Secretary 

under this subsection in connection with agreements by recipientcountries to acquire additionalagriculturalcommodities from theVnited States through commercialarrangements."(C) The amount of any commodity furnished under subparagraphs (A) and (B) of this paragraphin any fiscal year shall not beconsidered for the purpose of determining whether the requirementsof paragraph (10(oA) of this subsection have been met during suchfiscal year.'i 

FOOD FOR PROGRESS
is section may be cited as the "Foodfor ProgressA of 1985 u" in 

(b) In order toAct of 1985': use the food resources of the United States more 
effectively in support of countries that have made commitments tointroduce or expand free enterprise elements in their agriculturaleconomies through changes in commodity pricing, marketing, inputavailability,distribution,and privatesector involvement, the Presi­dent is authorized to enter into agreements with developing coun­tries to furnish commodities made availablepursuant to subsections(e) and (f) of this section. Such agreements may provide for commod­ities to be furnished on a multiyearbasis.(c) As used in this section, the term "commodities" means agricul­tural commodities and the products thereof(d) In determiningwhether to enter into an agreement with coun­

under this section, the President shall consider whether a po­tential recipient country is committed tc carry out, or is carryingout, policies that promote economic freedom, private, domestic pro­duction of food commodities for domestic consumption, and the cre­ation and expansion of efficient domestic markets for the purchaseand sale of such commodities. Such policies may provide for, amongother things­

(1) access, on the part of farmers in the country, to private,competitive markets for theirproduct;
market pricing of commodities to foster ade uate privatese-tor incentives to individualfarmers to produce food on a reg­u .zr basis for the country's domestic needs;(3) establishment of market-determined foreignrates; exchange

(4) timely availabilityof production inputs (such as seed, fer­tilizer,or pesticides) to farmers,

t5e orcesti t o ar r
(5) access to technologies appropriate to the level of agricul­turaldeelopment in the country; and(6) construction of facilities and distribution syste.ns neces­(es1) The Commodity Credit Corporation shall make available toschPr sdo n s ch om dii ehe Commoditp CreditiCsorpratid m n dn h e h u d rto makemola ieor 

http:syste.ns
http:requests.th


126section 401 of the Agricultural Trade Development and AssistanceAct of 1954 as the Presidentmay request forpurposes of furnishing
commodities under this section.(2) Notwithstanding any other provision of law, the CommodityCredit Corporationmay use funds appropriatedto carry out title Iof the AgriculturalTrade Development and Assistance Act of 1954in carryingout this section with respect to commodities made avail-able under that Act. 

(3) The Commodity Credit Corporationmay finance the sale andexportation of commodities, made available under the AgriculturalTrade Development andAssistance Act of 1954, which ,:re furnishedto a developing country under this section. Payment by a developingcountry for commodities made available under that Act which arepurchased on credit terms under this section shall bebasis as the terms provided in section 106 of that Act. 
on the same 

(4) In the case of commodities made available under the Agricul-tural Trade Development and Assistance Act of 1954 for purposes of 
nished on 
this section, section 203 of that Act shall apply to commodities fur­a grant basis to a developing country under this sectionand section 401(b) of that Act shall apply to all commodities fur-nished to a developing country under this section.(f)(1) Commodities made available under section 416(b) of the Ag-riculturalAct of 1949 for use in carryingout this section shall beprovided to developing countrieson a grant basis.

(2)Not less than 75.000 metric tons shall be made availablepur-suant to section 416(bxlOXC) of the AgriculturalAct of 1949 to carryout this section unless the Presidentdetermines there are an insuffi-cient number of eligible recipients.
(3) In carrying out stction 416(b) of the AgriculturalAct of 1949,the Commodity Credit Corporation may purchase commodities for 

use under this section if--
(A) the Commodity Credit Corporationdoes not hold stocks of 
(B) Commodity Credit Corporation stocks are insufficient tosatisfy commitments made in agreements entered into underthis section and such commodities are needed to fulfill suchcommitments. 


()cNo ns. othorized
(4)No funds of the Commodity Credit Corporation in excess of
$30,000,000 (exclusive of the cost of commodities) may be used tocarry out this section with respect to commodities made available
under section 416(b) of the AgriculturalAct of 1949 unless author-
ized in advance in appropriationA cts.ca 
(5)e cost of commodities made available under section 416(b) o(The coto omdte aeaalbeudrscin46bthe AgriculturalAct of 1949 which arefurnished under this section,and the expenses incurred in connection with furnishingsuch com-modities,shall be in addition to the level of assistanceprogrammed 

fthe 

under the Agricultural Trade Development and Assistance Act of1954 and may not be considered expenditures for internationalaffairs andfinance. 
(g) Not more than 500,000 metric tons of commodities may be fur-nished under this section in1990. each of the fiscal years 1986 through 
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(h) An agreement entered into under this section shall prohibitthe resale or transshipmentof the commodities provided und,-- theagreement to other countries.(i)In entering into agreements under this section, the Presidentshall take reasonable steps to avoid displacement of any sales ofUnited States commodities that would otherwise be made to such

countries. 
(j)Within 90 days after the end of each fiscal year in which anagreement entered into with a country under this section is in effect,the President shall report to the House of Representatives and theCommttee on Agriculture, Nutrition, and Forestry of the Senate onthe status of such agreement and the progress being made to imple­ment private, free enterpriseagriculturalpolicies for long-term agri­culturaldevelopment in such country.(k) This section shall be effective during the period beginning Oc­tober 1, 1985, and endingSeptember 30, 1990.SALES I-OR LOCAL CURRENCIES; PRIVATE ENTERPRISE PROMOTION 

'( a) The first sente ,ce of section 2 of the AgriculturalTrade Development and Assistance Act of 1954 (7 U.S.C. 1691) isamended by inserting "to use foreign currenciesaccruing under thisAct to foster and encourage the development of private enterprise indeveloping countries; to enhance food security in developing coun­
tries through local food production;" after "agriculturalproduc­tion;'.

(b)The Congress finds that additional steps should be taken touse the agriculturalabundanceproduced by American farmers­(1) to relieve hunger and promote long-term food security andeconomic development in developing countries in accordancewith the development assistance policy established under sec­

tion 102 of the ForeignAssistance Act of 1961 (22 US.C. 2151­(2) to promote United States agriculturaltrade interests. 
(c) Section 101 of the Agricultural Trade Development and Assist­ance Act of 1954 (7 U.S.C. 1701) is amended to readas follows:"SEC. 101. (a) In order to carry out the policies and accomplishthe objectives set forth in section 2 of this Act, the President is au­to negotiate and carry out agreements with friendly coun­tries to provide for the sale of agriculturalcommodities­'(1) for dollars on credit terms;"(2) to the cxtent that sales for dollarsunder the terms appli­cable to such sales are not possible, for foreign currencies onl to s h sa e ar no p s ib ,f r f rig 
cu e c es 
 n
credit terms and on terms that permit conversion to dollars at"(3)or foreign currencies for use under section 108 onexhnerate 

4 'e applicablenie t-)totheusesales agreement; or termsthe efchang re se tiont; or
 
thatpermit conversion to dollars."(bX1) Except as provided in paragraph(2), for each of the fiscalyears 1986 through 1990 sales for foreign currencies for use undersection 108 under agreements entered into under this title shall bemade at an annual level of not less than 10 percent of the aggregatevalue of all sales of agriculturalcommodities under this title."(2) The Presidentmay reduce the minimum level of sales for for."(a)Thrr eident ay -reduce he minimum le rveslr" for­
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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 paragraph(1).

"(c) 	Agreements for sales for foreign currency in a developingcountry for use under section 108 may not be entered into to the 
extent that such agreements 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 under 
agreements entered into under this title shall be made on such 
terms and conditionsas arespecified 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)"
,;1707)(B) by striking out the semicolon and inserting in lieu 

thereofa period; and 
(C) by adding at the end thereof the following: "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 dollarson credit terms" and "for cash
dollars" in subsection (n); 

(5)by striking out "Take" in subsection (o) and insertingin
lieu thereof "take 

(6) by striking out "Assure convertibility" in subsection (p)
and insertingin lieu thereof "except as provided in section 108, 
assure convertibility'"and 

(7) by striking out "Assure convertibility" in subsection ()
and insertingin lieu thereof "except as provided in section 108,assure covertibility". 


(e)The first sentence of section 105 of such Act (7 US.C. 1705) is 
amended by striking out "section 104" and insertingin lieu thereof
"sections 104 and 108". 

(0)Section 106(a) of such Act (7 U.S.C. 1706(a)) is amended by
addingat the end thereofthe 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 
title shall be made on such terms as are specified in such agree-
ment." 
(g)Section 106(b) of such Act is amended by adding at the end 

thereofthe following new paragraph: 
"(4XA) Notwithstandin any other r'-vision of this subsection, 

agreements under this title for the ::ale of .'zericulturalcommoditips 
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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 acti,,itic&as are mutually agreed upon by
the United States and the recipient governnment.

-(B) Proceeds used for private sector development activitiespursu­
ant to this paragraphshall be deposited in jintlv programmed ac­
counts to be loaned by the recipient government to one or more fi­
nancialintermediariesoperatingwithir tho country for use by those 
financial intermediaries for loane "oprivate individuals, private
and voluntary organizations, ccrporritions cooperatives, and other 
entities within such country. In :he ccase of a cooperative or private
and voluntary organization,proceeds may be granted to defray the 
startup costs of becoming a financial inter.nediary.Such proceeds
shall not be used to promote the pro-ducton of commodities or the
products thereof that will comvete, as ceterrmined by the President,
in world markets with similarcommodities or the products thereof 
produced in the United States. "' 

(h) 	Such Act is amended by inserting after section 107 (7 U.S.C. 
the following new section: 

"SEC. 108. (a)(1 In order to foster and encourage the development
of private enterp,-ise institutions and infrastructureas the base for 
the expansion, promotion, and improvement of the production of
food and other relatedgoods and services within a developing coun­
try and pursuant to an agreement for the sale of agriculturalcom­
modities entered into under this title, the President may enter i.,to 
an agreement with a financial intermediarylocated or operatingin
such country under which the Presidentshall lend tL such financial 
intermediaryforeign currency that accrues as a result of commodity
sales to such country under a sales agreement entered into under 
this title after the date of enactment of the Food Security Act of 
1985. Procurementand other contractingrequirements,normally ap­
plicable to appropriatedfunds, shall not apply ta such foreign cur­
rency. 
,,(2)
Priorto loaning the foreign currencies as provided in thS sec­

tion, the President shall take such steps as may be necesjaC- to 
assure that the availability of such foreign currencies to financial 
intermediariesis adequatelypublicized within the purchasingcoun­
try.

"(b) To be eligible to obtain foreign currency under this section, a 
financial intermediarymust enter into an agreement with the Presi­dent 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 reasonabe ;'ates of in­
terest, for the purpose offinancing­

"(1) productive, private enterprise investment within such 
country, includingsuch investment in projects carriedout by co­
operatives,nonprofit voluntary organizations,and other entities 
found to be qualified by the President; 

"(2) private enterprise facilities for aiding the utilization and 
distribution, and increasing the consumption of and markets 
for, United States agriculturalcommodities and the products
thereof,or 

"(3) private enterprise support of self-help measures and 
projects.
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"(c) An agreement entered into under this section shall specify theterms and conditions under which the foreign currency shall beused and subsequently repaid, including the following terms andconditions: 

"(1) A financial intermediaryshall, to the maximum extentfeasible,give preference to the financing of agriculturalrelatedprivate enterprisewith the funds provided under this section."(2XA) A financial intermediary shall repay a loan madeunder this section, plus accrued interest, at such times and insuch manner as will permit conversion of such foreign currencyto dollars in accordancewith the schedule for such conversion,"(B) A financial intermediarymay repay a loan made underthis section prior to the repayment date specified in such agree-ment. 

"(8) 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 participatein a sales agreement entered into under this title, exceptthat up to 49 percent of such ownership interest may beheld by citizens of the UnitedStates; and
"(B) not be owned or controlled, in whole or in part, bythe government or any governmental subdivision of the de-veloping country. 

"(4XA) The rate of interest charged on funds loaned to a fi-nancialintermediaryunder this section shall be such rate as isdetermined by the Presidentand the intermediary,"(B) In the case of a cooperativeor nonprofit voluntary agencythat is acting as a financial intermediary, the President maychargea lower rateof 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 salesmade under section 101(X8) of this Act to defray the startupcosts of becoming a financialinterrnediary. 
"(5) No currency made available under this section may beused to promote the production of agriculturalcommodities orthe products thereof that will compete, as determined by thePresident,in world markets with similaragriculturalcommod-

ities or the products thereofproduced in the United States."(6) The President may not require a developing country toguaranteethe repayment of a loan made to a financial interme-diary under this section as a condition of receipt of such loan."(7) A financial intermediaryshall take sLch steps as may benecessary to publicize in the developing country the availability
of loan funds underthis section."(dX1) All currencies repaid by financial intermediaries underagreements entered into under this section shall be deposited andaccounted for in accordancewith section 105."(2) Currencies repaid by financialintermediariesshall, as deter-mined by the President-

"(A) be used to finance additionalproductive, private enter-prise investment under agreements with financial intermediar-
g p.q p 
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"(B) be used for the development of new markets for UnitedStates agriculturalcommodities;
"(C) be used for the payment of United States obligations (in­cluding obligationsentered into pursuant to other laws of theUnited States); or 
"(D) be converted to dolars."(8) &ction 1806 of title 81, United States Code, shall apply tocurrencies used for the purpose specified in paragraph(2XC)."(eX1) Any agreement entered into under this section and section106(bX4) shall be subject to periodic audit to determine whether theterms and conditions of the agreement are being fulfilled."(2) Not later than 180 days after the end of each fiscal year, hePresidentshall report to the House of Representativesand the Com­mittee on Agriculture, Nutrition, and Forestry and the Committeeon Foreign Relations of the Senate on the activities carried outunder this section and section IO6YbX4) during the preceding fiscalyear, including an evaluation of the impact of investment underthis section and section 106(b)4) on the development of agricultural­relatedprivateenterprise in each participatingcountry."(fP The President may provide agriculturaltechnical assistanceto further the purposes of this section, including the funding ofmarket development activities. To the maximum extent practicable,the President shall use at least 5 percent of the foreign currenciesobtained for use under this section from sales of agriculturalcom­modities made under agreements entered into under this title afterthe date of enactment of the Food Security Act of 1985 to carry outsuch assistance. 

"(g) For each of the fiscalyears 1986 through 1990, and in accord­ance with the provisions of scction 106(bX4) and this section, thePresident is encouraged to channelforeign currencies, in an amountequivalent to 25 percent of the value of sales agreements under thistitle, for loans for private enterprise investment provided there areappropriateproposalsfor such an amount of foreign currencies."(h) The provisions of this section apply notwithstanding anyotherprovision of law.
 
"(i) As used in this section and in section 106(b4)­"(1) the term 'developingcountry' means a county that is eli­gible to participatein a sales agreement entered into under this

title; and
"(2) the term 'financialintermediary' means a bank, finan­cial institution, cooperative, nonprofit voluntary agency, orother organization or entity, as determined by the President,that has the capability of making and servicing a loan in ac­cordance with this section.' 

CHILD IMMUNIZATION 
Q (a) The Agricultural Trade Development and Assist­

ance Act of 1954 is amended­
(1) in paragraph(11) of section 109 (7 US.C. 1709(11)) by in­serting immediately before the period at the end thereof ", in­cluding the immunization of children'"(2) in the urst sentence of section 206 (7 U.S.C. 1726) by strik­

tf -np2)- .. - I-.."L ' t ;i,;r tr. i m ~ i t h 
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the period at the end thereof ", or (C) health programs andprojects, including immunization of children ' andp(3rin the second sentence of section 3 (7a1nUSC. 1 727(b))by inserting "(including immunization of children)" immediate.
by insertin"clun i i on oare

(b) In the implementation of health programs undertaken in rela-
tIon toaimaleentation
provide underte uagc tadenDevelp.tion to assistarceprovided under the Agricultural Trade Develop-
zent and Assistance Act of 1954, it shall be the goal of the organi-zations andagencies involved to provide as many additionalimmu-nizations of children as possible. Such increased imnmunization ac-
tivities should be taken in coordinationwith similarefforts of other 
organizationsand in keeping with any nationalplans for expandedprogramsof immunization. The Presidontshall include information 
concerning such immunization activities in the annual reports re-quired by section 634 of the ForeignAssistance 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. 111i (a) The Presidentshall appoint a Special Assistant to

the President for Agricultural Trade and Food Aid (hereinafter inthe Psent forriultra T rpel AanFood Aid(hereineralthis section referred to as the "SpecialAssistant' 
(b~)President.The Special Assistant shall serve in the Executive Office of thesuhporm(c) The Special Assistant shall-

Sp ist(c) Te a aisnthe -esh i(B)
(1) assist and advise the President in order to improve and en-hance food assistanceprograms carried out in the United Statesinctrbigtosciduty with respect to the effectiveness of such programsand activities 

and foreign countries,(2) be availableto receive suggestions and complaints concern 

ing the implementation of United States food aid and agricul-
tural export programs anywhere in the United States Govern­ment and provide prompt responses thereto, including expedit-
ing the program implementation in any instances in which
there is unreasonabledelay;

(3) make recommendations to the President on means to co-ordinate and streamline the manner in which food assistance 
programs are carriedout by the Departmentof Agriculture and 
the Agency for InternationalDevelopment, in order to improve
theiroverall effectiveness; 

(4) make recommendations to the Presidenton measures to be
taken to increase use of United States agriculturalcommodities 
and the products thereof through food assistanceprograms;(5)advise the Presidenton agriculturaltrade; 

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

(7) serve as a member of the Development Coord':nationCom-mittee and the FoodAid Subcommittee ofsuch Committee;
(8) advise departments and agencies of the Federal Govern-

ment on their policy guidelines ' n basic issues of food assist-
ance policy to the extent necessary to assure the coordination of
food assistanceprograms, consistent with law, and with the 
advice of such Subcommittee; and 

(9) submit a report to the President and Congress each year
through 1990 containing­

(A.) a global analysis of world food needs andproduction;
(B) 	an identificationof at least 15 target countries which 

most likely to emerge as growth markets for agriculiur­
al commodities in the next 5 to 10 years; and

(C) a detailedplan for using available export and food
aid authorities to increase United States agriculturalex­
ports to those targetedcountries.(d) The Special Assistant shall also­(1) solicit information and advice from 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
turalcommodities and the products thereof,

(2) develop and recommend to the Presidentnationalagricul­
turalpolices to foster and promote the UnitedStates agricultur­
al industry and to maintain and increase the strength of this
vitally importantsector of the United States economy; and 

(3SA) appraisethe variousprogramsand activities of the Fed-Government, as they affect the United States agriculturalindustry, for the purpose of determining the extent to which 
anacitesreotibigorototiu­such programs and activities are contributing or not contribut­ing to such industry; and 

make recommendations to the President and Congress 

in contributingto such industry.(d) Section 5312 of title 5, United States Code, is amended byadding at the end thereof the following new item:
'pecial Assistant for AgriculturalTade and FoodAid. 

Subtitle B-Maintenance and Development of Export Markets 

TRADE POLICY DECLARATION
 
SEC. 1121. (a) Congress finds that­

(1D the 
volume and value of United States agriculturalex­ports have significantly declined in recent years as a result 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 States agricultural trade
policy and the absence of direction and coordination in trade 
policy formulation; 

(3)agriculturalinterests have been under-representedin 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 maximizing United States economic interests 
through trade; and(5) the achievement of that goal is in the best interests of the 
United States. 



134
 

(b) It is hereby declared to be the agriculturaltradepolicy of the	 
135 

United States to- (3) attain increased cooperation in restrainingexport subsidy(1) provide through all means possible agriculturalcommod-	 programs.ities and their products for export at competitive prices, with (c) The Secretary of Agricultureshall report to Congress by July 1,full assuranceof quality andreliabilityof supply;
(2) support the '-,nciple of free trade and the promotion of 

1986, and annually thereafter through fiscal year 1990, on the 
fairer tradein agriculturalcommodities and theirproducts; 

progress of efforts to initiate andpursue the consultationscalled forin subsection (a), including any agreements reached with respect to(3) cooperate fully in all efforts to negotiate with foreign the objectives set forth in subsection (b).countries reductionsin current barriersto airtrade; TARGETED EXPORT ASSISTANCE(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-
SEC. 1124. (a) For export activities authorized to be carriedout by 

ports of foreign agriculturalcommodities and theirproducts, as 
the Secretary of Agriculture or the Commodity Credit Corporation,
the Secretary of Agricultureshall use under this section, in additiona means to encouragefairertrade; to any funds or commodities otherwise required under this Act to be(5) remove foreign policy constraints to maximize United used for such activities, for the fiscal year ending September 30,States economic interests through agriculturaltrade;and 1986, and each of the fiscal years thereafter through September 30,(6) provide for consideration of United States agricultural 1990, not less thaT, $325,000,000 of funds of, or an equal value oftrade interests in the design of national fiscal and monetary commodities owned by, the Corporation.policy that may foster continued strength in the value of the (bX1) Funds or commodities made availablefor use under this sec­dollar. 
tion shall be used by the Secretary orly to counter or offset the id-

TRADE LIBE.', ILIZA TION verse effect on the export of a Ut,ited States agriculturalcommodity
SEC. 1122. (a) Congress finds that- or the product thereof of a subsidy (as defined in paragraph (2)),(1) 	 import quotas, or other unfair trade practices of a foreign country.the present high level of agriculturalprotectionism con- (2) As used in paragraph(1), the term subsidy includes an exporttrasts sharply with the general trade liberalization that has subsidy, tax rebate onbeen achieved since the inception of the GeneralAgreement on 	

exports, financial assistance on preferentialterms, financial assistancefor operating losses, assumption of costsTariffs and Trade (hereinafterreferred to as "GA TT'" and or expenses of production,proclssing, or distribution,a differential(2) GATT proceduresshould explicitly recognizc the protective export tax or duty exemption, a domestic consumption quota, oreffect of domestic subsidies that alter trade indirectly by reduc- other method of furnishing or ensuring the availabilityof raw ma­ing the demand for imports and increasing the supply of ex- terialsat artificiallylow prices.ports. 
(c) The Secretaryshallprovide export assistanceunder this section(b) It is the sense of Congress that the Presidentshould negotiate on 	a prioritybasis in the case of­with other parties to GA TT to revise GA TT rules and codes with (1) agriculturalcommodities and the products thereofwith re­the goal of reducing agriculturalexport subsidies, tariffs, and non-tariff barriersto trade. spect to which there has been a favorable decision undersection

301 of the TradeAct of 1974 (19 US.C. 2411); or 
AGRICULTURAL TRADE CONSULTATIONS (2) agricultural commodities and the products thereof for 

SEC. which exports have been adrersely affected, as defined by the1123. (a) To improve the orderly marketing of United States Secretary, by retaiatory actions related to a favorable decisionagricultural commodities, to achieve higher income for United 	 undersection 301 of the Trade Act of 1974 (19 USC. 2411).States producersof agriculturalcommodities, and to reduce the like- SHORT-TERM EXPORT CREDITlihood of an agriculturalcommodity price war and the need forexport subsidy programs, the Secretary of Agriculture shall, in co- SEC. 1125. (a) In making available any guarantees of the repay­ordinationwith the UnitedStates Trade Representative,confer withrepresentativesof other major agriculturalproducingcountries and, 	
ment of credit extended on terms of up to 3 years in connection withthe export sale of United States agriculturalcommodities orat the earliestpossible date, initiate and pursue agriculturaltrade 	 the 

consultationsamong majoragriculturalproducingcountries, 	
products thereof the Commodity Credit Corporationshall take into 

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

(1) the credit needs of countries that are potentialpurchasers
of United States agriculturalexports;(1) increase the exchange of information on worldwide agri- (2) the creditworthinessof such countries;andculturalproduction,demand, and commodity supply levels;

(2) determine a 	 (3) whether the availabilityof Commodity Credit Corporationmore equitable sharing of responsibility for guarantees will improve the competitive position ofmaintaining agricultural commodity reserves and managing 	 United 
States agriculturalexports in world markets.supplies of agriculturalcommodities; and (b) Effective for the fiscal year ending September 30, 1986 and

each fiscal year thereafter through the fiscal year ending September 
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30, 1990, the Commodity Credit Corporationshall make available 
not less than $5,00000,000 in credit guarantees under its export
credit guaranteep;ogram for short-term credit extended to finance 
the export sales of United States agriculturalcommodities and the 
products thereof 

(c) Notwithstandingany other provisicn of law, the Secretary of 
Agriculture may not charge an origination fee with respect to any
credit guarantee transaction under the Export Credit Guarantee 
Prt-grum (GSM-102) in excess of an amount equal to one percent of 
the credit extended under the transaction. 

COOPERATOR MARKET DEVELOPMIENT PROGRAM 

SEC. 1126. (a) It Ls 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 agriculturalcommod-
ities, using nonprofit agriculturaltrade organizations to the maxi-
mum extent practicable. 

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

(c) Subclause (B) of section i207(aX5) of the Agriculture aidFood 
Act of 1981 (7 U.S.C. 176m(aX5XB)) is amended to read as follows: 
"(B) funding an export market development program for value-added farm products andprocessed foods at a higher funding levelthan that provided during the fiscal yer ending September 0,1985t and". 

DEVELOPMENT AND EXPANSION OF MARKETS FOR UNITED STATES 

AGRICULTURAL COMMODITIES 

SEC. 1127. (aX1) Notwithstandingany other provision of law, the 
Secretary of Agriculture (hereafter in this section referred io as he 
"Secretary")shall formulate and carry out a program under which 
agriculturalcommodities and the products thereof acquired by the 
Commodity Credit Corporationareprovided 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 agriculturalcommodities and thL prod-
ucts thereof, i.uding value-addedor high-value agriculturalprod-
ucts produced i;l the UnitedStates. 

(2)A) The term eerg commodities, 

cludes, but is not limited to-

tn i e"agricultural as used in this sec-

(i) wheat, feed grains,uplandcotton, rice, soybeans, and dairyproductsproduced in the United States;prodcisprodcedinte UitedStaes;materials 
(i) any other agriculturalcommodity produced in the United 

States that is determined by the Secretary of Agriculture to be 
in surplus supply and that can be purchasedwith funds avail-
able under section 82 of the Act entitled "An Act to amend the 
AgriculturalAdjustment Act, and for otherpurposes",approved 

(iii) products of the commodities and roducts described in 
claus(ii) d f thae c desd int d tes.

clauses Wi) and Nit) that are processed in the United States. 
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(B) United States agriculturalcommodities, as described in clause
(ii) of sut.,ragraph(A), may not be purchased with funds available 
under section 32 of the Act entitled "An Act to amend the Agricul­
turalAdjustment Act, and for other purposes", approvedAugust 24, 
1985, for the scle purpose of use un the rogram under this sec­,tion; and sucy 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 agre­
ment of such user, exporter,processor, or purchaserand the Secre­
tary. 

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

(A) to couner or offset- o 
(i) the adverse effect on the export of a United States ag­

riculturalcommodity or the product thereofof a subsidy (as
defined in paragraph(4)) or other unfair tr.depractice of a 
foreign country that directly or indirectly benefits produc­
ers, processors, or exporters of agriculturalcommodities in 
such foreign country;

(ii) the adverse effects of United States agriculturalprice 
support levels that are temporarily above the export prices
o,"'ered by overseas compet "ors in export markets;or(iii) fluctuations in the exchange rate of the UnitedStates dollaragainstother majorcurrencies; 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,but 

not limited to, cattle, swine, sheep, and poultry), including 
the cost of freight from the United States to designated 
points of entry in othe; 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 rom tie 
import and sale of United Stales agriculturalcommodities 
or the products thereof to finance all or part of such facili­ties). 

(4) As ts).
used in paragraph(3XA Xi), the term "subsidy" includes an 

export subsidy, tax rebate on exports, financial assistance on prefer­
ential terms, financialassistancefor operating losses, assumption of 
costs or expenses of productior,processing, or distribution,a differ­ential export tax or duty exemption, a domestic consumption quota,
entiahexporthta or dutyeein , a ds tic consumptio q a,or other method of furnishing or ensuring the availabilityof rawat artificiallylow prices. 

(b) In carrying out the program estah.hed by this section, the 
Secretary of Agriculture-p

(1) shall take such action as may b necessary to ensure that 
the program provides equal treatment to domestic and foreign 
purchasersand users of United States agriculturalcommodities 
and the products thereof in any case in which the importation 
of a manufactured product made, in whole or in part, from a 
commodity or the product thereof made available for export 
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under this section would place domestic users of the commodityor the product thereofat a competitive disadvantage; (B)shall be redeemed within 6 months after the date of issu­(2) shall, to the extent that agriculturalcommodities and the ance.products thereofare to be provided to foreign purchasersduring (e) The Secretaryof Agricultureshall carryout the progrum estab­any fiscal year, consider for participationall interestedforeign lished by this section through ih. Commodity Credit Corporation.purchasers,giving priority to those who have traditionallypur- (/9 Any price restrictions that otherwise may be applicable to dis­chased United States agriculturalcommodities and the prod- positions of agricultural commodities owned by the Commodityucts thereof and who continue to purchase such commodities Credit Corporationshall not apply to agriculturalcommodities pro­and the products thereofon an annualbasis in quantitiesgreat. vided under this section.
er than the level of purchases in a previous -epresentative (g) The program established under this section shall be in addi­period; 

() tion to, and not in place of, any authority granted to the Secretaryshall encourage increased use and avoid displacing usual of Agriculture or the Commodity Credit Corporation under anymarketings of United States agriculturalcommodities and the otherprovision of law.
 

products thereof, 
 (h) The authorityprovided under this section shall terminate on(4)shall take reasonableprecautions to prevent the resale or September 30, 1990.transshipmentto other countries,or use for other than domestic (i) During the period beginning October 1, 1985, and ending Sep­use in the importingcountry, of agriculturalcommodities or the tember 30, 1988, the Secretary shall use agriculturalcommoditiesproducts thereof the export of which is assisted under this sec- and the products thereof referred to in subsection (a) that are equei
tion; and in value to not less than $2,000,000,000 to carry out this section. To(5) may provide to a United States exporter, user,processor,or the maximum extent practicable,such commodities shell be used inforeign purchaser,under the program,agriculturalcommodities equal amounts duringeach of the years in such period.of a kind different than the agriculturalcommodity involved inthe transactionfor which assistcnce under this section is being POULTRY, BEEF AND PORK MEATS AND MEAT-FOOD PRODUCTS,provided. EQUITABLE TREA TMENT(cX1) If a country does not meet the financial qualifications for 

export credit or credit guaranteesprovided by the Commodity Credit 
SEC. 1128. It, the case of any program operated by the Secretary of

Agriculture during the yars 1986 through 1989, for the purpose ')fCorporation,the Secretary may provide to such country agricultural encouraging or enhancing commercial sales in foreign export mar­commodities and the products thereof acquired by the Corporation kets of agriculturalproducts or commodities produced in the Un Iedto the extent necessary to reduce the cost to such country of purchas-
ing United States agriculturalcommodities and to allow such coun-

States, which program includes the payment of a bonus or incentive
(in cash, commodities, or other benefits) provided to the purchaser,try to meet such qualifications, the Secretary shall seek to expend annually at least 15 per centum(2) The Secretary shall review and adjust annually the quantity of the total funds available (or 15 per centurn of the value of anyof commodities provided to a country under paragraph(1) in order commodities employed to encourage such sales) for program activi­to encourage such country to place greaterreliance on increased use ties to likewise encourage and enhance the expcrt sales of poultry,of commercial trade to meet the qualificationsreferred to in para- beef or pork meat and meat products.graph (1).

(dX1) In carryingout this section, the Secretary may make green PILOT BARTER PROGRAM FOR EXCHANGE OF AGRICULTURAL 
dollar export certificates available to commercial expori,rs of COMMODITIES FOR STRATEGIC MATERIALSUnited States agriculturalcommodities and the products thereof SEC. 1129. Section 416 of the AgriculturalAct of 1949 is amended(2) The Secretary shall make such certificates available under by addingat the end thereofthe following:such terms and conditions as the Secretary determines appropriate. "(dX1) The Secretaryshall establishand carry out a pilot program(3) The amount of such certificates to be made available to an ex- under which strategicor other materials that the United States doesportermay be determined- not produce domestically in amounts sufficient for its requirements(A) on the basis of competitive bids submitted by exporters;or

(B) by announcement of the Secretan-. 
andfor which nationalstockpile or reserve goals established by law 
are unmet shall be acquired in exchange for commodities meeting(4XA) An exporter may redeem a green dollarexport certificatefor the criteriaspecified in subsection (a).commodities owned by the Commodity Credit Corporation. "(2) The program establishedunderparagraph(1) shall be carried(B) Forpurposes of redeemingsuch certificates, the Secretary may out through agreements with at least two countries.establish values for such commodities that are different than the "(3) In establishing the pilot program under paregraph (2), theacquisitionprices of such commodities. Secretary shallgive priority to­(5) Such certificates- "(A) the acquisitionof materials that involve less risk of loss(A) may be transferredamong commercial exporters of United through deteriorationand have lower storage costs than the ag-States agriculturalcommodities; and ricultura! commodities or pr(,ducts for which they are ex­

rhnnrrpd"and 
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"(B) nations with food and currencyreserve 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 materialsacquiredunder the programsshall be held by
the Commodity Credit Corporationand may be transferred,on a re-
imbursable bo-cs, 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 requiredreserve, may be 
sold by the Corporation to the extent authorized by the Secretary
taking into considerationany effect that such sale may have on the 
commercial market of such material. 

"(6) The programestablished by the Secretary shall be carriedout 
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 FUNDAGICLT/b XP) Cf RhI FUND 

SEC. 1180 Section 4(d)6) of the Food for Peace Act of 1966 (7US.C.1707a(dX6)) isamended by striking out "1985" both places it
appearsand inserting in lieu thereof "1990" 

INTERMEDIATE EXPORT CREDIT 

SEC. 1131. Section 4(b) of the Food for Peace Act of 1966 (7 US.C. 
1707a(b)) isamended-


(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"1 
(B) by strikingout "or"at the end of clause (A);
(C) by strikingout the period at the end of clause (B) and 

insertingin lieu thereof ' or'" and 
(D) by inserting at the end thereof the following new 

clause: 
"(0)otherwise promote the export of United States agri- 

cultural commodities. h 
(3)by striking out paragraph(");
(4)by redesignatingparagraphs(3)through (6) aspc-, raphs

(4) through (7), respectively; 
(5) by inserting after paragraph (2) the following new para.

,graph 
graph:AGRICULTURAL

The
,(3) Secretary is encouraged, to the maximum extent practica­
ble, to finance or guaranteethe export sales of agriculturalcommod-
ities under this subsection to purchasersfrom-

"(A) countries that areprevious recipients of credit extended 
under title I of the AgriculturalTrade Development and Assist-

ancAc of1.954 (7 US.C. 1701 et seq.);ance Act of S det ied 
"(B) countries unable, as determined by the Secretary, to uti-

lize other short-term export creditprograms 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. 1703(d)). ' 

(6) in paragraph(4) (as redesignatedby clause (4))­
(A) by inserting"orguarantees"after "financing'
(B) by striking out "and"at the end of subparagraph(C);
(C)by striking out "credit" insubparagraph (D),
 
(D)by strikingout the period at the end ofsubparagraph 

(D) and inserting inlieu thereofa 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 saes of agricultural 
commodities." t 

(7)inparagraph (5)(as redesignated by clause (4))­
(A) by inserting "orguarantees"after "financing'"and 
(B) by striking out "to encourage credit competition, or'"

(8) in paragraph (6)(as redesignated by clause (4))-­
(A) by inserting "(A)" after the paragraphdesignation;(B)by redesignating subparagraphs (A)and (B)as clauses
(i) and (ii), respectively; 

(C)by amendingclause (i) (as redesignated) to readas fol­lows: 

"(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.'" 

(9)by ,.serting "or guarantees" after "financing" in para­
graph (7) (as redesignatedby 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
graph:
 

"(10)For purposes of guaranteeing export sales under this subsec­
tion, the Commodity Credit Corporationshall make available­

"(A) 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 30, 1989 
and September 30,1990, not more than $1,000,000,000." 

ATTACHE REPORTS 

SEC. 1132. (a) The Secretary of Agriculture shall require appropri­
ate officers and employees of the Departmen! of Agriculture, includ­
ing those stationed in foreign countries, to prepare and submit an­
nually to the Secretary detailedreports that­

(1) document the natureand extent of­
(A) programs in such countries that provide direct or in­

direct government support for the export of agricultural
rnmmoditips and the Products thereof,and 
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(B) other trade practices that may impede the entry ofUnited States agriculturalcommodities and the productsthereof into such countries;and(2) identify opportunitiesfor the export of United States agri-cultural commodities and the products thereof to such coun-tries.

(b) The Secretary shall annually compile the information con-tained in such reports and make such information available to Con-gress, the Agricultural Policy Advisory Committee and the agricul-tural technicaladvisory committees establishedunder section 185 ofthe Trade Act of 1974 (19 US.C. 2155), andother interestedparties.
(c) The United St'ites Trade Representative shall-(1) review he reports prepared under subsection (a) and anyother information available to identify export subsidies or otherexport enhancing techniques (within the meaning of the agree.ment on Interpretation and Application of Articles VI, XVI,and XXIII of the GeneralAgreement on Tariffs and Trade);(2) identify markets (in order of priority) in whichStates export subsidies can be Unitedused most efficiently and willhave the greatest impact in offsetting the benefits of foreignexport subsidies that-

(B) are inconsistent with the Agreement on Interpretationand Application of Articles VI, XVI, and XXII of theGeneral Agreement on Tariffs and Trade,(C) nullify or impair benefits accruing to the UitedStates under international agreements, or(D) cause serious prejudice o the interests of the Unitedae os e(8) submit to the Congress and to the Secretary of Agriculture 
an annualreport on-(A) the existence and status of export subsidiesand otherexport enhancing techniques that are the subject of the in-vestigationconducted underporagraph(1), and 

(B) the identification and assignment of priority to mar-kets underparagraph(2).(d) The Secretary and the United States Trade Representativeshall convene a meeting, at least once a year, of the AgriculturalPolicy Advisory Committee and the agriculturaltechnical advisorycommittees to develop specific recommendations for actions to betaken by the FederalGovernment and private industry to-
ithanual reports required to 
be submitted under subsec-in
(1)
the

reduce or eliminate trade barriersor distortionsidentifiedann reo;and 


(2) expand United States agriculturalexport opportunitiesidentified in such annualreports. 
CONTRACT S-ANCTITY AND PRODUCER EMBARGO PROTECTION 

SEC. 1133. (a) It is hereby declared to be the policy of the UnitedStates-
(1) to foster and encourage the export of agriculturalcommod-ities and the productsof such commodities; 
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(2) not to restrict or limit the export of such commodities andproducts except under the most compelling circumstances;(8) that any prohibition or limitation on the export of suchcommodities or products should be imposed only in time of anationalemergency declared by the President under the ExportAdministrationAct; and(4) that contractsfor the export of such commodities orprod­ucts entered into before the imposition of any prohibition orlimitationon the export of such commodities orproductsshouldnot be abrogated.(b) Section 1204 of the Agricultureand Food Act of 1981 (7 U.S.C.

1736j) is amended­
(1) in subsection (a), by striking out "involved by" and allthat follows through the period and inserting in lieu thereof"involved by making payments available to such producers,provided in subsection (b) of this section. 

as 
'
 (2) by strikingout "clause(1) of" in subsection (b);(3)by strikingout subsection (d); and(4) by redesignatingsubsections (e), (f), and (g)as subsections

(d), (e), and (9,respectively. 
STUDY TO REDUCE FOREIGN EXCHANGE RISK 

SEC. 1134. (a) The Secretary of Agriculture shall conduct a studyto determine the feasibility,practicabilityand cost of implementinga program to reduce the risk offoreign exchange fluctuations that isincurred by the purchasers of United States agriculturalexportsunder United States export creditpromotion programs. The purposeof the study is to examine whether the GSM-102 program and allother United States export credit initiativesrelating to agriculturalexports would be enhanced by the Unitd States assuming the for­
eign exchange risk of the buyer which resulted from a rise in thevalue of the United States dollar ccmpored to the trade-weightedindex of the dollar. The index referred to is the "trade-weightedindex "published by the Deportment of Commerce as a measurementof the relative buying power of the dollarcompared to the currenciesof nations tradin with the United States. The elements of the pro­gram to be considered in this study would include the following:(1) On the date a foreign buyer receives GSM-102 or othercredit t urposes o pan t exchane rate would beproducts, the maximum loan repayment Unitegd ate dolld ontied to the trade-weighted value of the United States dollar on 

the same date.
(2) If in the future the United States dollargains 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(3)If102 credit was extended.the United States dollarfalls in value during the termof the repayment period, the foreign buyer could calculate his 
repayment on the lowerdollar value.Secretary shall report the results of such study to the Committee on 

(b) Not later than six months after the enactment of this Act, theAgriculture of the House of Representatives and to the Committeeon Agriculture,Nutrition,and Forestryof the Senate. 
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Subtitle C-Export Transportationof AgriculturalCommodities 

FINDINGS AND DECLARATIONS 

(a)The Congress finds and declares-
(1)that a productive an healthy agricultural industry and a
(1)n tat aprctive nd hates 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 internationalmar-
kets increasinglydominated by foreign trade barriersand the 
subsidizationpracticesof foreigngovernments; and 

(3) that increased agriculturalexports and the utilization of 
United States merchant vessels contribute positively to the 
UnitedStates balance of trade and generate employment oppor-underUnitedites th bU c t re aates eitytunities in the United States. 

(b) It is therefore declaredto be the purposeand 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-
quirementsapplicable to such programs;

(2) to take immediate and positive steps promote theto
growth of the cargo carryingcapacity of the United States mer-
chant m arine;

(3) to expand internationaltrade in United States agricultur-
al commodities and products and to develop, maintain, and
expand markets for UnitedStates agriculturalexports;

(4) to improve the efficiency of administration of both the 
commodity purchasingand selling and the ocean transportationactivities associatedwith export programssponsored by the De­partment ofAgriculture,


(5) to stimulate and promote both the agriculturaland man-
time indstiules o the adrencouraecoopetieUnitedStateseffortsime by both industriesthe Unitedtadress andtheir cmmonproblems;ag 


and 
(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 
AK= .The Merchant MarineAct, 1936, (46 US.C. 1101 et seq.)

is ameided by insertingaftersection 901 the following:
"SEC. 901a. The requirements of section 901(b)(1) of this Act andthe Joint Resolution of March 26, 1924 US.C(46 App. 1241-1),

shall not apply to any export activities of the Secretary of Agricul-
ture or the Commodity Credit Corporation-

"(1) under which agriculturalcommodities or the products
thereof acquired by the Commodity Credit Corporation are 
made available to United States exporters, users, processors, orforeign purchasersfor the purpose of developing, maintaining, 
or expanding export markets for United States agriculturalcommodities or the products thereofat prevailing world market 
prices; 
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"(2) under whLh payments are made available to United 
States exporters, users, or processors or, except as provided insection 901b, cash grantsare made available to foreign purchas­
ers, for the purpose described in paragraph(1);"(3) under which commercial credit guaranteesare blended
with direct credits from the Commodity Credit Corporation to
reduce the effective rate of interest on export sales of United 
States agriculturalcommodities or the products thereof; 

"(4) under which credit or credit guaranteesfor not to exceed 
3 years are extended by the Commodity Credit Corporationto fi­
nance or guarantee export sales of United States agricultural
commodities or the producs thereof; or 

"(5) under which agriculturalcommodities or the products 
loan from the Commod-Credit Corporationare exchanged or barteredfor 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 agriculturalcommodities 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 materiaL, goods, equip­
m ent o isim licable a t i her p to t h m n.
 

ment, or services imported under any such transaction. 
"SHIPMENT REQUIREMENTS FOR CERTAIN EXPORTS SPONSORED BY THE 

DEPARTMENT OF AGRICULTURE
"SEc. 901b. (aki) In addition to the requirement for United

States-flag carriageof a percentage of gross tonnage imposed by sec­

tion 901(bK1) of this Act, 25 percent of the gross tonnage of agricul­
tural commodities or the products thereof specified in subsection (b)
shall be transportedon United States-flag commercial vessels."(2) In order to achieve an orderly and efficient implementation of 
he requirement ofparagraph


"(A) an additionalquantity equal to 10 percent of the gross
tonnage referred to in paragraph (1) shall be transported in
United States-flag vessels in calendaryear 1986;

"(B) an additionalquantity equal to 20 percent of the gross 
tonnage shall be transported in such vessels in calendaryear1987; and 

"(C) an additionalquantity equal to 25 percent of the gross
tonnage shall be transported in such vessels in calendaryear
1988 and in each calendaryear thereafter.

"(b) This section shall apply to any export activity of the Com­
modity Credit Corporationor the Secretary of Agriculture­

"(!) carried out under the Agricultural Trade Development
and Assistance Act of 1954 (7 US.C. 1691 et seq.);

"(2) carried out under section 416 of the AgriculturalAct of 
1949 (7 US.C. 1431);

"(3) carriedout under the Food Security Wheat Reserve Act of 
1980 (7 US.C. 1736f-1)

"(4) under which agriculturalcommodities or the products 
thereofare­
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"(A) 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 agriculturalcommodities or the products
thereof are made available for emergency food relief at less 
thanprevailingworld market prices; 

"(6) under which a cash grant is made directly or through an 
intermediaryto a foreign purchaserfor the purpose of enabling
the purchaserto obtain United States agriculturalcommodities 
or the products thereof in an amount greater than the differ-
ence between the prevailingworld market price and the United 
States market price, free along side vessel at United Statesport; 
or 

"(7) under which agricultural commodities owned or con-
trolled by jr under loan from the Commodity Credit Corpora-
tion are exchanged or barteredfor materials, goods, equipment, 
or services produced in foreign countries, other than export ac-
tivities describedin section 9 01a(5). 

"(cX1) The requirementfor United States-flag transportationim­
posed by subsection (a) shall be subject to the same terms and condi-
tions as provided in section 901(b) of this Act. 

"(2XA) In order to provide for effective and equitable administra-
tion of the cargo preference laws the calendaryear for the purpose
of compliance with minimum percentage requirements shall be for 
12 month periodscommencing April 1, 1986. 

"(B) In addition, the Secretary of Transportation,in administer-
ing this subsection andsection 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 fortified commodities, whichever is 
lower, experiencedin calendaryear 1984 as determined by the Secre-
tary of Agriculture, of waterbornecargoes exported from Great Lake 
ports pursuant to title II of the Agricultural Trade Development 
and Assistance Act of 1954 (7 US.C. 1721 et seq.). 

"(d) As used in subsection (b), the term 'export activity' does not 
include inspection or weighingactivities, otheractivities carriedout 
for health or safety purposec, or technical assistanceprovided in the 
handlingof commercial transactions, 

"(eX) The prevailingworld market price as to agriculturalcom-
modities or the products thereof shall be determined under sections 
901a through 901d in accordance with procedures established by theSecretary of Agriculture. The Secretary shall prescribe such proce-
dures by regulation, with notice and opportunity for public com-
ment, pursuant to section 553 of title 5, UnitedStates Code. 

"(2) In the event that a determination of the prevailing worldterials,
market price of any other type of materialseguipment, orissuance
service is required in order to determine whether a barter or ex-
change transactionis subject to subsection (bX6) or (bX7), such deter-
minntinn .chnll h,, rad,, hv tbh, .gpotnrv of Agricuture in eonsulta-rninntinn~~~~~~~~~~~~~~1w,~epnvn~reitr n~ncnut-, 
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"MINIMUM TONNAGE 

"SEC. 901c. (aX1) Forfiscalyear 1986 and each fiscalyear thereaf­
ter, the minimum quantity of agriculturalcommodities to be export­
ed under programs subject to section 901b shall be the average of 
the tonnage exported under such programs during the base period
defined in subsection (b), discardingthe 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 reesons, 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
availabilityof funds. 

"(b) The base periodutilized for computing the minimum tonnage
quantity referred to in subsection (a) for any fiscal year shall be the 
five fiscal years beginning with the sixth fiscal year preceding such 
fiscal year and ending with the second fiscal year preceding such 
fiscal year. 
"FINANCIN(7 OF SHIPMENT OF AGRICULTURAL COMMODITIES IN UNITED
 

STATES-FLAG VESSELS
 

"SEc. 901d. (a) The Secretary of Transportationshall finance any 
increased ocean freight charges incurred in any fiscal year which 
result from the applicationof section 901b. 

"(b) If in any fiscalyear 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 Corporationon 
exports of agriculturalcommodities and products thereof under the 
agriculturalexport 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 incurredbysuch Departmentand Corporationduringsuch 
year, the Secretary of Transportationshall reimburse the Depart­
ment of Agriculture and the Commodity Credit Corporationfor the 
amount of such excess. For the purpose of this subsection, commod­
ities shippd from the inventory o the mmodity Credit Corpora­
tion shall be valued as provided in section 403(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 Treasurysuch obligations in such 
forms and denominations, bearing such maturities and subject to 
such terms and conditions, as may be prescribedby the Secretary of 
Transportationwith 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 remainingperiods of maturity comparable to the aver­
age maturities of such obligations during the month preceding the

of such obligations of the Secretary of Transportation.The
of hSecretaryrc

Secretary of the Treasuryarha Ipurchaseany obligations of the Sec­
retary of Transportation issued under this subsection and, for the

.h.i1.1 :_- -..- L #&%, Qnpntr-,, tIh, TP-0,o­
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ury may use as a public debt transaction the proceeds from the sale 
of any securities issued under chapter 31 of title 31, United States 
Code, after the date of the enactment of this Act and the purposes
for whf. h securitiesmay be issued under such chapterare 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-
retaryof Transportationshall be treated as public-debt transactions 
of the United States. 

"(d) There is authorized to be appropriatedannually for each 
fiscal year, commencing with the fiscal year beginning October 1,
1986, an amount sufficient to reimbursethe Secretary of Transporta-
tion for the costs, including administrativeexpenses 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 appropriatedfunds, as provided in this section,
ratherthan through cancellation of notes. 

"(e) 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 90lb(a),
the Secretary of Transportationshall so notify the Congress within 
10 working days of the discovery of such insufficiency. 

"AUTHORIZATION OF APPROPRIATIONS 

"SEC. 901e. There are authorized to be appropriatedsuch sums as 
may be necessary to carry out the provisions of sections 901a 
through 901k. 

TERMINATION OF SECTI'VS 901a THROUGH 9ok 

"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 Secretaryof Transportationproclaims that funds are 
available to finance increasedfreight charges resulting from the re-
quirements of sections 901b(a) and901d (a) and (b). In the event of 
termination under this section, nothing in sections 901a through
901d shall be construed as exempting export activities from or sub-
jecting export activities to the cargopreference laws except to the 
extent those activities are exempt un er section 4(b) of Public Law 
95-501 (7 U.S.C. 1707a(b). In the event of terminationunder this sec-
tion, the 50 percent reqirement in section 901(b) of the Merchant 
MarineAct, 1936 shal 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 NationalAdvisory Commission on Agricul-
tural Export Transportation Policy (hereafter in this sectionthrough section 901j referred to as the 'Commission ti. 

"(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 rankinig 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 shallserve as members of the Commission. 

"(4XA) Four of the members appointed by the President shall be 
representatives of agriculturalproducers,cooperatives, merchandis­
ers, andprocessorsof agriculturalcommodities. 

"(B) The remaining four members appointed by the President 
shall be representativesof the United States-flag maritime industry, 
two of whom shall represent laborand two of whom shall represent 
management. 

"(c)1) 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 originalappoint­
ment was made. 

"DUTIES OF THE COM&ISSION
 
"SEC. 901h. (a) It shall be the duty of the Commission to conduct
 

a 
comprehensive study and review of the ocean transportationof ag­riculturalexports subject to the cargopreference laws referred to in 
section 901b and to make recommendations to the Presidentand 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 discriminatorypractices of foreign 
governments increase the cost to the United States of transporting
agriculturalcommodities subject to such cargopreference laws. 

"(bX1) 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 recommendationsfor 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 Corporationon 
the agriculturalexport programs specified in section 901b, is not in­
creased above historical levels as a result of the extra demand for 
UnitedStates-flag vessels caused by section 901b."(3) Sixty days after the submission of the final report, the Coin­

missionto epist. of the 

mission shall cease to exist.
 

"(c) The Commission shall include in its reports submitted pursu­
ant to subsection (b) recommendations concerningthe feasibility and 

desirability of achieving the following goals with respect to the 
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ocean transportation of agricultural commodities subject to the 
cargopreference 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, willt minimizes ipm costthof stochthe ommUnited States.re adeAct"(2) Ens rinnts dites"(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 
underthe most advanlageousterms available,including-

"(A) chart r for full shiploads; 

"(B) chartersfor intermediate or long term; 

"(C) charters for consecutive voyages and contracts of af 

"(D) adjustment of rates in the event 
that vessels used or

shipments of such commodities also cariy cargoes on return 
voyages, 

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

Utilization of open and competitive biddingfor the ocean 
transportationof such commodities. 

"INFORMATION AND ASSISTANCE TO BE FURNISHED TO THE 

COMMISSION 

"SEC. 901i. (a) Each department, agency, and instrumentalityof 
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 carryout its functions. 

"(b) The Secretaryof Agriculture and the Secretaryof Transporta-
tion shall make available to the Commission such staff,personnel, 
and administrativeservices 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 co'npenr'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 
securitypurposes and, if more than 25 years old, is within five years 
of having been substantiallyrebuiltand certifiedby the Secretaryof 
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Transportationas having a useful life of at least five years after
that rebuilding. . 

EFFECT ON OTHER LAWS 
Ne TThis subtitle shall not be construed as modifying in 

any manner the provisions of section 4M8) of the Food for Peace 
Any manner6t(7 provisions4of8section hapbe8) of t e 5 Untedof 1966 (7 US.C 1707a(bX8)) or chapter 5 of title 5, UnitedSae oe 
States Code. 

Subtitle D-Agricultural Imports 

TRADE CONSULTATIONS 
SEC. 1151. (a) The Secretary of Agriculture shall requireconsulta­

tion between the Administratorof the ForeignAgriculturalService 
and the heads of other appropriateagencies and offices of the De­
partment of Agriculture,including the Administratorof the Animal
and Plant Health Inspection Service, before relaxing or removing
any restrictionon the importationof any agriculturalcommodity or 
a product thereof into the United States. 

(b) The Secretary shall consult with the United States Trade Rep­
resentative before relaxingor removing any restriction on the impor­
ation of any agriculturalcommodity or a product thereof into the 
United States. 

APRICOT STUDY 

SEC. 1152. (a) The 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 oi apricot imports into the United States on the 
domestic apricot industry; and 

(2) the extent and nature of apricot subsidies existing in the 
countriesfrom which such apricotimports 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 Com­
mittee on Agriculture of the House of Representativesand the Com­
mittee on Agriculture,Nutrition, and Forestryof 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 reliefshould 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 Representativesand to the Committee on 
Agriculture,Nutrition, and Forestryof the Senate. 
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1004.) The Senate amendment contains 
no comparable provi-
sions. 

of 1949
(b) The 

a 
House 
new subsection

bill will add to section 101 of the Agricultural Act(e) (relating to "cooperators") providingthat-
(A) only a producer who is a cooperator for any crop for anyfarm will be eligible for any loan or purchase under any price

support program carried out by the Secretary for rice, uplandcotton, feed grains, or wheat for the crop under section 101,1 03(a), 105, or 107 (so-called "permanent law" provisions) of the1949 Act; 
(B)a producer of any such commodity will be considered acooperator for a crop with respect to a farm if the producer hasestablished and miintained a farm acreageyear involved for thp farm, 

base for the crop
and a crop acreage base for thecrop year involved -or each such commodity produced onfarm, and (i) the number theof acres on the farm planted to allsuch commodities for harvest by the producer for the crop yeardoes not exceed the farm acreage base for the farm for the crop year, except to the extentestablished that such excess is due to anpractice of double cropping, and (ii) the number ofacres on the farm 

for
planted

the to each such commodity for harvest
by the producer crop year does not exceed the cropacreage 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 theSecretary determines that (i) a short supply or other similaremergency situation exists with respect to any such commodi-ty; or (ii) market factors exist that require the suspension ofany limitation to achieve the purposes of the farm and cropacreage base and program yield system established under thebill (as described in item (2) above); and(D) notwithstanding the provisions described in clause (B)above, the Secretary, on a nationwide basis, could considerproducer a cooperator on a cropspecific 

a 
basis, regardless ofoverall plantings on the

cotton, feed grains, 
farm. For any crop of rice, uplandor wheat produced on a farm by the pro-ducer, the Secretary could consider the producer a cooperator

if (i) the producer has established and maintainedage base and a crop acreage base. a farm acre-
The conference did not include this section. 

SUBTITLE C-HONEY 
(1) Honey price support 

The Senate amendment requires the Secretary of Agriculture, foreach of the 1986 through 1988 crops of honey, to support the priceof honey through loans, purchases, or other operations at suchlevel as the Secretary determines will maintain the competitive re-lationship of honey in domestic and export markets after takinginto consideration the cost of producing honey, supply and demandconditions, and world prices for honey. Beginning with the 1989 
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crop of honey, the Senate amendment prohibits supporting the 
price of honey through loans, purchases,1101.) or other operations. (Sec.

The House bill contains no comparable provision.(Note: Under current law, the price of honey must be supportedthrough loans, purchases, or other operations at a level not inexcess of 90 percent, nor less than 60 percent, or the parity priceon honey.)
The Conference substitute adopts a substitute amendment whichprovides for a reduction in the loar level to 64¢ in 1986, 63¢ in1987, and further reductions of five percent per year in each of1988, 1989, and 1990. The section also gives the Secretary the au­thority to permit producers to repay their loans at a level that isthe lesser of the loan level determined for the crop year, or suchlevel as the Secretary determines will minimize the number of loanforfeitures, not result in excessive total stocks of honey, reduce thecosts incurred by the government and maintain the competitive­ness of the honey industry. The Secretary may also make paymentsavailable to producers who agree to forgo loans in return for suchdirect payments. (Sec. 1041.)(2) Penalties for pledging adulteratedor imported honey 

The Senate amendment provides that if the Secretary determinesthat a person has knowingly 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 3crop years succeeding the determination. For purposesvision, honey be of this pro­would considered adulterated if any substancewere substituted wholly or in part for such honey; the honeytains a poisonous or deleterious suostance that may 

con­
rrcnder thehoney injurious to health, except that in any case in which suchsubstance is not added to the honey, the honey would not be con­sidered adulterated 

honey 
if the quantity of the substance in onor thedoes not ordinarily render it injurious health; thehoney is for any other 

to or reason unsound, unhealthy, unwholesome,or otherwise unfit for human censumption. (Sec. 1101.)The House bill contains no comparable provision.The Corference substitute adopts the Senate provision regardingpenalties or pledging adulterated or imported honey. (Sec. 1041.) 

TITU XI-TRADE 
(1) PublicLaw 480 Title II funding 
on Title II programs to $1.2

(a) The House bill raises the existing $1 billion annual limitationbillion. (Sec. 1101.)
The Senate amendment contains no comparable provision.

The Conference substitute deletes the House provision.
(b) The House bill changes the Title II programs frrm the calen­dar 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 programauthorization ceiling if the President determines that such waiver 
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is necessary to undertake 
 programs of assistance to meet urgenthumanitarian needs. (Sec. 1101.)


The Senate amendment contains no comparable provision,

The Conference substitute adopts the House provision.


(1A) Public Law 480 Title 1I minimumis 

The Senate amendment provides 
 that the minimum quantity ofagricultural commodities distributed under Title II for each of the
fiscal years 
 1986 through 1989 shall be 1,900,000 metric tons, ofwhich not less than i,425,000 metric tons for nonemergency pro-grams shall be distributed through nonprofit voluntary agencies,
cooperatives, 
 and the World Food Program; unless the Presidentdetermines 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 II 
 for each of the fiscal years1987 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, andthe World Food Program. 
(2) Public Law 480 Title II-fortified or processed foods and non-profit agency proposals

(a) The House bill requires that less than percent of theno 75 
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 quantity of such commodities for such pro-
grams be in the form of processed or fortified products or bagged 

The Conference substitute adopts the Senate amendment,
bThe ousene sbiut ori s the rSienttowete equirermnd) The House bill authorizes the President to waive the require-ment under ph:agraph (a) or make available a smaller percentageof 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 sc-ed by the distri-bution of fortified or processed1102.) food in the amounts required. (Sec.The Senate amendment contains no comparable povision,The Conaea me nt cots no com re prosion, 

(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 UnitedStates that would result from distributing such commodities in theromdisribtinStats tat oul reult suc comodtie intheruaryform of processed milk and plant protein products, as well as fruit,nut, and vegetable products. (Sec. 110 2 .)
The Senate amendment provides that, in distributing agricultur-al commodities under this title, the President shall consider (A) thenutritional assistance recipientsto and benefits to the UnitedStates that would result from distributing such commodities in theform 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;(C) the cost effectiveness of providing such commodities, 

and 
for pur­poses 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 nonemergencyfood prograh,. under title II shall include-(1) a statement of the in­tended use of any foreign currency proceeds generated by suchagency through the use of commodities made available for suchprogram; and (2) a statement of any possible detrimental disruptionof traditional cultural food consumption habits that might arisefrom the distribution of commodities under such program. (Sec.
1102.)


The Senate amendment requires a nonprofit voluntary agency
questing a nonemergency food assistance agreement 
re­

to include insuch request a description of the intended uses of any foreign cur­rency proceeds that would be generated with the commodities pro­vided under the agreement. This provision will apply with respectto assistance agreements entered into after December 31, 1985.
(Sec. 124.)

The Conference substitute adopts the Senate amendment. 
(e) The Sezate amendment amends title II by adding certain newprovisions regarding food assistance programs carried out by volun­tory agencies:(1) Such agreements must provide, in the aggregate for eachfiscal year, for the use of foreign currencies in an amount notless than 5 percent of the aggregate value of the commoditiesdistributed under the title I1 nonemergency programs for that

fiscal year.
(4 The above provisions apply with torespect assistance 

agreements entered into after December 31, 1985. (Sec. 124.)The House bill contains no comparable provisions.The Conference substituteregard adopts the Senate amendment withto issue (1) and deletes the Senate amendment with regardto (2) and (3). With respect to of theissue (4) Senate amendment,tonfeenc subtitu chne t e effetie date tDemerthe Conference substitute changes the effective date to December 
31, 1985.MfThe Senate amendment
that the states that it is the sense of CongressPresident is encouraged to invite representatives of non­profit voluntary agencies that participate in the programs carried 
out under title II of P.L. 480 and others to participate in a taskforce to study the means of providing food assistance under the Actto people with the greatest nutritional need in the recipient coun­tries. If established the task force should report to Congress by Feb­15, 1986 on steps that could be takenpeole 1Sc 124.) to provide food to such 
people. (See. 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, .985, to December 31, 1990. (Sec. 1103.) 
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The Senate amendment extends these authorities to December
31, 1989. (Sec. 126.) 	

lished by the President under P.L. 480 to donations under the re-
The Conference substitute adopts the House provision. 

vised program. (Sec. 1106.)

Senate amendment contains no comparable provision.
TheThe Conference substitute adopts the House provision.(4) Facilitationof exports 

(b) The House bill specifies the commodities eligible for distribu-The House bill expresses the Sense of Congress that the Presi-dent should work with the People's Republic of China 	 tion under the section 416 program as follows­to facilitate (A) dairy products, grains and oilseeds acquired by the Corn­exports to China under P.L. 480 and Section 416 of the Agric'nItural
Act of 1949, including dairy products and white wheat, with a view 	

modity Credit Corporation through price support operations;
to increasing markets in China for those commodities; and that the and 
President to the extent practicable should respond favorably to any 

(B) such other edible agricultural commodities as the Secre­
request of the People's Republic 	 tary of Agriculture or the CCC may acquire in theof China for such commodities, 	 normal 
(Sec. 1104.) 	 course of operations and are available for disposi'ion under the 

program. (Sec. 1106.)The Senate amendment contains no comparable provision.
The Conference substitute expresses 

The 	Senate amendment -pecifies the commodities eligible for thethe Sense of Congress thatthe President should work with the People's Republic of China 	
section 416 program to include all agricultural commodities andtofacilitate agricultural exports to the People's Republic of China. 	
products acquired by the CCC through price support operations

It is the intent of the conferees 	
that meet the criteria specified in subsection (a) section 416 (distri­that the exports include dairyproducts and white wheat. bution to prevent waste). (Sec. 127.)

The Conference substitute adopts the House provision.(5) P.L. 480 farmer-to-farmerprogram (c) The House bill prohibits the acquisition of commodities by theSecretary or the CCC for the purpnse of using them under the sec-The House bill provides that notwithstanding any other provisionof law, not less than one-tenth of 1 percent of P.L. 480 
tion 	416 program. (Sec. 1106.)funds forfiscal years 1986 and 1987 	 The Senate amendment contains no authority to purchasemust be used for the farmer-to-farmer 	 com­

technical assistance program authorized under Section 	
modities under section 416(b) and specifies that if the quantity of406 of P.L. 	 eligible commodities480. Not more than one-fourth of these funds can be used for activi-

available for distribution for a fiscal year is
ties through universities for recruitment and training, and 

less than 400,000 metric tons, other provisions of the section do notthese require the Secretaryactivities must be in 	 to purchase additional commodities. (Sec.direct support of the farmer-to-farmer pro-	 127.)gram. Such funds shall be administered whenever possible in con-
junction with programs of foreign agricultural assistance 
The Conference substitute adopts the House provision.
carried (d) the House bill states that commodities may not be furnishedout under sections 296 through 300 of the Foreign Assistance Act of for disposition to any country except1985. on determinations by the Sec-

The House bill also requires a report by the AID Administrator 
retary that (1) the receiving country has the absorptive capacity to

in conjunction with the Secretary 
use 	the commodities efficiently ana effectively; and (2) such disposi­of Agriculture, within 120 daysafter the date tion 	of the commodities will not interfere with usual marketings ofof enactment indicating the manner in whichAgency intends to implement the farmer-to-farmer 

the the United States, nor disrupt world prices of agricultural commod­program. (Sec.
1105.) 	 ities and normal patterns of commercial trade with developing

countries.The Senate amendment contains no comparable provision. The House bill also requires the Secretary to take reasonable pre-The Conference substitute adopts the House provisions, 	 () commoditiescautions to ensure that­furnished under this subsection(6) Food for development program 	 will not dis­place or interfere with sales that other-wise might be made;
The Senate amendment amends section 302(cX1XC) of the Agri-cultural Trade Development and Assistance Act of 1954 to set the and 

aggregate value of Food for Development agreements made in any 
(Z) sales or barter will not unduly disrupt world prices of ag­ricultural commodities nor nnrmal ratterns of commercial 

ments for that fiscal year. (Sec. 125.) trade with friendly countries.
The House bill prohibits commodities from being made available 

fiscal year at 10 percent of the aggregate value of all title I agree-
The House bill contains no comparable provision.
The Conference substitute adopts the Senate amendment. 	

that will prevent the Secretary from fulfilling any agreement en­
(7) Use of surplus commodities in internationalprograms (Section 	

tered into by the Secretary under a p'iyment-in-kind program. (Sec.1106.)
7) UpThe Senate amendment provides that in furnishing commodities

416) 	
under section 416, the Secretary must take rsasonable precautions(a) The House bill applies the existing section 416 requirement tofor coordination of donations abroad through the mechanism estab-	

(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 ofcommercial trade with friendl3 countries. 

The Senate amendment limits the requirement for the safeguarding of usual marketings by specifying that this requirementma not be used to prevent the urnishin of an eligible commodityunder section 416(b) for use in ntries tht-
(1) have not traditionally purchased the commodity from the 
(2) do not have adequate financial resources to 
comodit frhe adute fiaes cial
r sources
commodity from the United States through commercia ure thesources 

or through concessional sales arrangem ents.The Senate amendment allows the Secretary of Agriculture, inconsultation with the Administrator of the Agency for Internation-al Development to waive, with respect to sales to generate foreigncurrencies (monetization), application of the requirement of section
103 that the 
President take reasonable precautions to safeguardusual marketings of the United States and to assure that suchsales will not unduly disruft 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 safeguarding of usual
marketings by specifying that this requirement may not be used toprevent the furnishing of an eligible commodity under section 

416(b) for use in countries that-


(1) have not traditionally purchased the commodity from theUnited States; or 
(2) do not have adequate financial resources to acquire thecommodity from the United States through commercial sourcesor 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 Law480) or in the form of eligible commodities for the processing anddomestic handling costs of donated commodities if the Secretary de-termines that such in-kind payments will not disrupt domesticmarkets. (Sec. 1106.)

The Senate amendment contains no comparable provision. 
The Conference substitute adopts the House provision.e t e d strb utin, and
or b rte ed o f nan 
 ing an prc es ing(j)
(MThe House bill provides that eligible commodities may be soldor bartered to finance the distribution, handlini,and processingcosts in a country through which such commodities or productsmust be transshipped. (Sec. 1106.)
The Senate amendment conLains no comparable provision,The Con usrence substitute adopts the House provision,
(g) The ouse bill authorizes the sale and barter of commoditiesfurnished to nonprofit ar i voluntary agencies or cooperatives

under agreements in which the foreign currency proceeds are usedfor activities that will directly supplement the transportation, dis-tribution and use of the commodities and products donated. (Sec. 
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 agencyor cooperative may provide for the use of foreign currency proceeds 
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for activities that will enhance the effectiveness of the food assist­ance program being carried out pursuant to the commodity agree­ment. Under the Senate amendment, such activities may includefood for work programs, local program management, local agricul­tural and cooperative development projects, and outreach projectsdesigned to provide food to people with the greatest nutritionaln ifsuch activities are directly related to the nonprofit volun­
tary

he
agency's or cooperative's food assistance program. (Sec. 127.)Tc Conference substitute adopts the House provision with anamendent deleting "directly supplement the transportation, distri­

b t obution, ,aandd usee o m d t e n r du ofo commodities c sproducts donated r tand d n t d underu d thisisubsection." and inserting in lieu thereof: "enhance the effective­ness of transportation, distribution, and use of commodities andproducts donated under this subsection, including food for workprograms, and cooperative and agricultural projects."(h)yhe House bill requires expenditure of such currencies withinbe within the country of origin, except as needed to expedite thetransportation of commodities and directly supplement the trans­portation, distribution and use of commodities furnished in connec­tion with such foreign sale agreementi.(Sec. 1106.)
T hn te are ees (S e c106.)

The Senate amendment requireserated pursuant to an agreementthat all foreign currencies gen­with a nonprofit voluntary 

agency or cooperative be expended within one year after the pe-iodof the agreement Sec. 127.)
The Conference substitute adopts the House provision.(i) The House bill requires that 5 percent of the commodities pro­vided under section 416 be provided for subsequent sale, exceptthat such minimum does not apply to the extent there are insuffi­cient requests for use of the local currency sales, or with respect tocommodities mrade available in the new Food for Progress Program

(item 8) below. 
The Senate amendment requires, that to extentthe practicable,that 5 percent of the aggregate value of commodities providedunder section .116, be provided for subsequent sale. (Sec. 127.)The Conference substitute adopts the House provision with anamendment to make the 5% applicable to the aggregate value of am dmes
 

The House bill contains 
ceeds from the sale or 
commodities a prohibition against the use of pro­

barter of section 416 commodities and prod­ucts for operating and overhead expenses. (Sec. 1106.)
The Senate amendment prohibits the use of such proceeds (1) forpersonnel or administrative costs incurred by a U.S. or recipientagency, other than a local cooperative; (2) for costs of construction or maintenance of a church-owned or operated edifice; or (3) to re­place of resources otherwise available to a nonprofit voluntary

agency or cooperative. (Sec. 127.)
The Conference substiite adopts the House provision with anamendment 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 gov­erning sale and barter and the use of foreign currency proceedsunder the donation program that providewill reasonable safe­guards 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 useof foreign currency proceeds. The report must contain informationon the quantity of sales, the amount of funds generated, the use ofthe funds, and an appraisal of the effectiveness of the program.(Sec. 1106.)


The Senate amendment contains no comparable provisions,
The Conference substitute
amendment changing the 

adopts the House provision with anreporting date to February 15 and re-quiring that the Secretary of Agriculture be responsible for regula-tions governing sale and barter and the use of foreign currencysales. The amendment further provides that recipients of this dona-tion program report
31, 1986, and 

to the Secretary of Agriculture on Decemberat least annually thereafter on the quantity of com-modities received, the amount
lents of funds (including dollar equiva-for foreign currencies) and value of services generatedsuch sales and barters, how such funds and services 

from 
were used, andthe amount of foreign currency proceeds that weregram. used in the pro-

(1) The House bill requires the Secretary to make availableannual anminimum tonnage under section 416 (but notfor progress program) as for the foodfollows: The minimum tonnage will be-(i) 1.0 million tons in fiscal 1986 and 600,0001987 of grains and oilseeds, tons in fiscalor 10 percent of CCC uncommitted 
year-end stocks, whichever is less; and(ii) at least 150 thousand tons of dairy products or 10 percentof CCC's uncommitted year-end stocks. (Sec. 1106.)
The House bill requires 
a detailed, written explanation by theSecretary for any year in which the above minimum levels are notmade available and any requests for commodity use under this pro-

gram are rejected. (Sec. 1106.)The Senate amendment requires
annual a minimum of 650,000 tons ofdisposals of commodities to private voluntary agenciescooperatives under section 416(b), of which 

and 
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. (See. 127.)The Conference substitute adopts the House provision with anamendment providing for 500,000 metric tons of grains and oilseeds
or 10 percent of CCC uncommitted 
year-end stocks, whichever isless, and 10 percent of CCC uncommitted year-end daily stocks, butless than 150,000 tons for fiscal years not 
1986 through 1990 foragreements with private voluntary organizations and cooperativesand in government-to-government programs and the World FoodProgram. The conferees encourage the Secretary to give priority toprivate voluntary organizations and cooperativesagreements for such commodities in entering intounder this program. Of thisamount, 75,000 metric tons shall be distributed under the Food for 

Progress Program. (8)p ro rao om(Sd f o r p rog ess(8) Foodfor progressprogram 
(a) The House bill amends title III of the Agricultural Trade De-velopment Assistance Act of 1954 by adding a new section 311 toauthorize the President to negotiate and carry out multiyear agree-ments with developing countries, that have made commitments toagricultural policy reforms, providing for the furnishing of agricul-
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tural commodities to such countries, 
on a credit or grant basis, tosupport reform and implementation of agricultural policy decisionsbased on free market principles. (Sec. 1107.)The Senate amendment amends section 416 of the AgriculturalAct of 1949 
standing 

by adding a new subsection that provides, notwith­any other provision of law, in order to use the foodsources of the United States re­more effectively in support of coun­tries that have made commitments to introduce or expand free en­terprise elements in their agricultural economies through changesin commodity pricing, marketing, input availability, distribution,and private sector involvement, commodities and the productsthereof acquired by the Commodity Credit Corporation that theSecretary determines meet the specified in section 416(a) (preven­tion of waste), may be furnished by the Secretary to carry out cer­tain agreements entered into by the President. The President mayenter into agreements with developing countries to furnish com­modities and the products thereof made available under the pro­gram to such countries to romote the implementation of private,free enterprise agricultural policies for long-term agricultural de­velopmeit. Such commodities shall be furnishedconditions as on such terms andthe President considers are in the public interest andwill 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 commit­ted to certain specified policies. (Sec. 1107.)The Senate amendment 
whether a 

requires the President to consider-(1)potential recipient country is committed to the samepolicies listed in the House bill, with the additional policies thatmay provide for construction of facilities and distribution systems
necessary to handle perishable products; and (2) the ability to usethe quantity of commodities being considered for donation withoutdisruption of the internal market of the country for domesticallyproduced agricultural commodities and the products thereof. (Sec.128.)

(c) The House bill provides that notwithstanding !-ny nther provi­sion of law, the Commodity Credit Corporation may use fundscarry out this program that have been 
to 

appropriatedtitle I of P.L. 480. to carry outThe Commodity Credit Corportion may financethe sale and exportation of commodities furnished to a developingcountry under this section. The Commodity Credit Corportion shallmake available to the President such agricultural commodities de­termined to be available under section 401 as the Presidentrequest for purposes mayof furnishing commodities oa a grant basisunder this section.The House bill provides that any new spending authority provid­ed shall be effective for any fiscal year only to such extent or in 
suchec. 1amounts107 .) as are provided in advance in appropriation Acts.

The Senate amendment provides that no funds of the CommodityCredit Corporation in excess of $30,000,000 (exclusive of the cost ofcommodities) any be used to carry out this subsection unless au­thorized in advance in appropriation Acts. (Sec. 128).The Senate amendment authorizes the Commodityration Credit Corpo­to purchase agricultural commodities and the products 
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thereof ifsu) the Commodity Credit Corporation does not hold
stocks of such commodities and the products thereof; or (2) m-modity Credit Corporation stocks are insufficient to satisfy commit-ments made in agreements entered into under this subsection andsuch commodities and the products thereof are needed to fulfillsuch commitments. 

(d) The Senate amendment provides that-
(1) An agreement entered into under this program shall pro-hibit the resale or transshipment of the donatei agriculturalcommodities to other countries. 
(2) In entering into agreements with countries for the dona-tion of agricultural commodities and the products thereofunder this subsection, the President shall take reasonable pre-cautions to avoid displacement of any sales of United Statesagricultural c(.mmodities and the products thereof that wouldotherwise be made to such countries. 
(3) Section 203 of the Agricultural Trade Development andAssistance 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 furnishingsuch conimodites, shall be in addition to the level of assistanceprogrammed under the Agricultural Trade Development andAssistance Act of 1954 and may not be considered expenditures

for international affairs and finance.(5) The President must carry()ThisP r esidentro u starrytheout 
ou the duties imposed underthis program deuit is in e xedrthrough the National Security Advisor in the Ex-

ecutive Ottice of the President. The National Security Advisor,
with the approval of the Secretary, may use personnelDepartment of Agriculture in carrying out this subsection.of the 

(6) Within 120 days after the close of each fiscal year inwhich an agreement entered into with a country under this'subsection is in effect, the President shall report to the Houseand Senate Agriculture Cimmittees on the status of suchagreement and the progress being made to implement private,free enterprise agricultural policies for long-term agricultural
development.

(7) The program shall be effective during the period begin-
ning October 1, and128.) 1985, ending September 30, 1989. (Sec.

The House bill specifies that section 203 of the Act applies tocommodities furnished on a grant basis ato developing countryunder this program. (Sec. 1107.)
(e) The Senate amendment specifies that a minimum of 150,000tons and not more than 500,000 metrics tons of commodities maybe 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 countryfor commodities purchased on credit terms shall be on the samebasis as the terms provided in section 106 of P.L. 480. (Sec. 1107.) 

427The Senate amendment gives the President discretion to set theterms and conditions under which the commodities will be fur­
nished. (Sec. 128.)

(g) The Senate amendment requires that the President reportthe oversight committees on 
to

the status of the program within 120days after the close of each fiscal year. (Sec. 128.)The House bill contains no comparable provision.The Conference substitute combines the House and Senate provi­sions in a new, freestanding "Food for Progress Act of 1985".The new act authorizes the President to enter into agreements toprovide food to countries to promote the implementtion of private,free enterprise agricultural policies for agricultural development.Commodities provided under this Act would be bonuses above andbeyond any assistance a country normally receives from the UnitedStates, and may be provided through authorities under Title IPublic Law 480 or Section 416 of the Agriculture Act of 1949. 
of 

The President is authorized to enter into multi-year commit­ments. In determining whether to enter into Fooda for Progressagreement, the President shall consider whether the recipientcountry is carrying out or is committed to carry out policies thatpromote economic freedom, private, domestic production of foodcommodities for domestic consumption, and the creation and ex­pansion of efficient domestic markets for the purchase and sale ofsuch commodities; and whether the country is able to use the com­modities without disruption of the internal market of the countryfor domestically produced agricultural commodities.The substitute provides that not less than 75,000 tons be provid­annuallytherethroughare Section 416 authorities for use under this act,provided a sufficient number of qualified participants toutilize this quantity. No more than 500,000 tons of commodities 
could be provided under thisPresident is encouraged program in any year. However, theto utilize the entire 500,000 tons, providedthat there are a sufficient number of qualified participants.In entering into Food for Progress agreements, the Presidentwould be required to take reasonable precautions to avoid displace­ment of an, sales of U.S. agricultural commodities that would oth­erwise be made to such countries, and any agreement entered intowould have to prohibit the resale or transhipment to other coun­
tries, of commodities furnished under this Act.(9) Sales for foreign currencies andprivate enterprisepromotion 

(a) The House bill amends section 106(b) of the AgriculturalTrade Development Assistance Act to provide for agreements forthe sale of agricultural commodities for dollars on credit termsthat may provide that proceeds from the sales of the commoditiesin the recipient country shall be used for such private sector devel­opment activities as are mutually agreed upon by the UnitedStates and the recipient government. Proceeds forused privatesector development activities shall be loaned by the recipient gov­ernment to one or more financial intermediaries operating withinthe country for use by those financial intermediaries for loans toprivate individuals, private and voluntary organizations, corpora­tions, 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 organizations,
and other financial institutions capable of making and servicingloans. (Sec. 1107.)


The Senate amendment 
amends section 101 of the AgriculturalTrade 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 fiscalyear thereafter, must be made at an annual level of not less thanthe higher of: " 
(1) 25 percent of the aggregate value of all sales made undertitle I of the Act; or 
(2) 500,000 metric ton§.

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 afiscal 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
such sales; or to utilize the foreign currencies generated by 

(C) the President requires additional time to implement the program, 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 that fiscal year.
The floor under the minimum sales for foreign currencies in-
cesst10prcent orfclya197nd5pee ,orcountry;

fiscal year 198.


Agreements 
 for sales for foreign currency may not be enteredinto the extent that such agreements would generate currency thatcould not be productively used and absorbed in the private sector ofthe purchasing country. Agreements for sales of agricultural com-
foreign inthesals ageemnts (Se. 18.)(3)modities for currenciescondtios a arespeifidwill be made on such terms andconditions 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) tomake conforming amendments. Specifically, section 103(b) isamended to permit any credit sale entered into under title I to in-clude provision for payment in foreign currency for use in the pro-uram to be authorized as section 108. Sections 103(d) and 10S(n) of.L. 480 are also amended to delete specific references to salesagreements for dollars on credit terms, so that these sections willapply to all types of sales now authorized under title I. (Sec. 128.)Sections 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 not applicableare to foreigncurrencies received for use in the new lending program.Section 103(m) of P.L. 480 is also amended to require that foreigncurrency acquired for use under sectiun 108 of the Act will be con­verted to dollars pursuant to a schedule for conversion establishedin the commodity sales agreement. The schedule must provide forconversion to dollars beginning no later than 10 years after thedate of the last delivery of commodities under the sales agreement,and be completed no later than 30 years after the date of the !ast
delivery.

Foreign currencies generated under these provisions can be usedin the program authorized in section 108. The payment terms salesfor 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 Senate Amendment(1) Gives authority to the President to enter into agreementswith financial intermediaries, under which the Presidentwould lend to the financial intermediary located or operatingin a developing country foreign currency earned from commod­ity sales to that country. The foreign currency available

lending is limited to currencies generated 
for 

from sales agree­ments entered into after the date of enactment of the Agricul­ture, Food, Trade and Conservation Act of 1985. The purpose ofsuch lending is to foster and encourage the development of pri­vate enterprise institutions and infrastructure as the base forincreasing the production of food and related goods and serv­
ices within the developing country.
ice(21 InIn ordertdeelointo obtain a foreigng curcurrency loan from the Presi­dent, a financial intermediary must enter into an agreement inwhich it agrees to make loans to private individuals, coopera­tives, corporations or other entities at reasonable rates of in­terest ibr the purpose of financing­

(A Productive private enterprise investment within the 

and distribution, and theincreasing consumption of andmarkets for, United States agricultural commodities and
products; or 

(C) Private enterprise support of self-help measures andAn agreement between aprojects. the President and financial in­
termediary must specify the terms and conditions under whichthe foreign currency must be used and subsequently repaid, in­
cluding the following:

(A)nThe fing:

(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 conver­sion of the foreign currency in accordance with the conver­sion schedule agreed upon, but in no event later than thedate specified in section 103(m) of the Act; and 
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(C) The financial intermediary may repay a loan prior tothe repayment date specified in the loan agreement,
(D) An entity or venture receiving funds from a financialintermediary must-

Ci) be owned, directly or indirectly, by citizens of thedeveloping country, except that not more than 25 per-cent of such ownership may be held by citizens of the 
United States; and(ii) may not be owned or controlled, in whole or inpart, by the Governmev. 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 cooperativeuntary agency acting as a financial intermediaryor nonprofit vol-may becharged a lower rate ef interest than would otherwise becharged in order to defray the start-up costs of becoming afinancial intermediary or a foreign currency grant couldbe made to defray the start-up costs of becoming a finan-(Flinorediarey mmaking

(F) no foreign currencymote may be made available to pro-the production of agricu!tural commodities, that as
determined by the President would compete in worldkets with United States commodities or products. mar-

(G) the President may not condition loan eligibility on agurate ofPrepament ot decoitnguarantee of repaymentmamade lnelig connanceyby the developing country
in which the borrowing intermediary is located or is oper-
a nrepaid(4)(4) All currencies repad by financial eriintermediaries beciesi s will bedeposited and accounted foa under he provisions of section 105 

of P.L. 480 and, when repaid, may be used to fund additionalloans 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 intermediaries will be subjectlater than 180 days after to periodic audit. Notthe close of each fiscal year, thePresident must report to the House and Senate AgricultureCommittees 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 provide agricultural technical assist-ance to further the purposes of the program. The Secretarymust, to the maximum extent practicable, use at lease 5 per-cent of the foreign currencies initially obtained for use undersection 108 to pay for this assistance. (Sec. 121.)
The House bill contains no comparable provisions.
(b) The Senate amendment amends section 2 of the AgriculturalTrade Development and Assistance Act of 1954 (P.L. 480) by addingto the existing statement of policy the policies ,f using foreign cur-rencies accruing under the Act to foster and encourage the develop-ment of private enterprise in developing countries, and the enhanc-ing of food security in developing countries through local food pro-

duction. 
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The Senate amendment also inclides the Congressional findingthat additional steps should be taken to use the agricultural abun­dance produced by American farmers to relieve hunger and pro­mote long-term food security and economic development in develop­ing countries, in accordance with development assistance policy es­tablished under section 102 of the Foreign Assistance Act of 1961,and to promete United States agricultural trade interests. (Sec.
120.)

The House bill contains no comparable provisions.The Conference Substitute combines the House and Senate provi­sions. It amends Title I of Public Law 480 to authorize the use offoreign currencies accruirg from Title I concessional loans for pro­oting private enterprise in developing countries. 

Under these authorities, foreign currencies would be loanednancial intermediaries to fi­in countries purchasing Title I commoditiesfor use in providing loans for private enterprise investment. Finan­cial intermediaries may include banks, financial institutions, coop­eratives, nonprofit voluntary agencies, or other organizations or en­tities, as determined by the President, that have the capability
and servicing a loan in accordance with this section. 

of 

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

Funds loaned by financial intermediaries could not be used to fi­state-owned entities or ventures, or to produce commoditiesor products that would compete with U.S. commodities or products. 
In addition, upon signing Title I agreements making local curren­available for private investment, the President would be re­quired to ensure that notice is placed in publications to make localprivate enterprise and financial intermediaries aware of the avail­
aiiyo hs urnisability of these currencies.

eign curreicies for this private enterprise promotion programsign curr vie d bthi s eov ent i nprom o t pr o 
would be provided by the host government in an amount equal to
the value of the commodities received through Title I sales for dol­lars on credit terms. The host government-owned currencies wouldbe applied from a jointly programmed account. The host govern­ment would continue to pay its PL 480 Title I dollar debt to theUnited States as under current law. 

Under authorities provided for thePresident could enter from Senate provision, theinto agreements with friendly countries forthe sale of commodities for foreign currencies convertible to dollarsfor use in private enterprise development.
Included in the agreements would be a schedule permitting theconversion of these currencies to dollars 10 to 30 years followingdelivery of the commodities. Prior to conversion of these curren­cies, the President is authorized to loan the currencies to financialintermediaries in purchasing countries for use in private enterpriseinvestment. These loans are to be made at reasonable interest ratesconsistent with business practices. However, preferential rates ofinterest or local currency grants may be provided to cooperativesand private voluntary organiz.ations to help defray startup costs of

becoming a financial intermediary. 
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Once the financial intermediaries begintheir loans to to make repayments ofthe President, he may convert such currencies intodollars in accordance with the conversion schedule included in theoriginal 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 topay U.S. obligations within the recipient country.For fiscal years 1986 through 1990, no less than 10 percent of theaggregate value of P.L. 4 30 Title I agreements are to be made forlocal currencies for use in this program, provided that this require-ment may be waived in any year in whichwould result in a significant reduction 

meeting the minimum 
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,funding of market development activities. including theIn providing for this program utilizing U.S. owned foreign cur-rencies, the managers recognize that some exchange rate risks 
entailed in the program. In addition, auditing of this program maybe done through certification procedures, distribution of these 

are 
rencies does cur-not entail restrictions placed on domestic distributionof Federal funds, and the program is not intended to affect curren-
cy use payments.The authorities in the House provisionp ietfor pitprise promotion activities etr 
of agricultural commodities

to be operated in conjunction with salesfor dollars on credit terms. Proceedsfrom the sales of these commoditiesequal in the recipient countries-to the value of the commodities provided-shall be placed injointly programmed, special accounts forvelopment activities use for private sector de-as are mutually agreedStates and upon by the Unitedthe recipient countries. These activities would requirethe loaning of the proceeds to financial intermediaries within thecountry for the purpose of providing loans to private entities.
For each of the years of the bill, the President is encouraged 
 tochannel foreign currencies, in an amount equivalent to 25 percent
of the value of Title I sales agreements, for
for in 
in loans providedunder the authorities use 

the Conference substitute,extent that there are appropriate proposals for such 
to the 

In providing for these use. new authorities, the Confereestheir consistency with the will of Congress to 
recognize 


ance more toward direct foreign assist-
the private sector. Furthermore, the managersintend to judge the performance of the -dministration of these au-thorities on the qualit of investmentsand not upon made under the program,the volume of funds directed into financial interme-diaries in any recipient country.
The Conferees further intend that the performance of thee, andother programs with mandatory minimums or targets be examinedthoroughly during the next reauthorization of P.L. 480. 

(10)Chil immniztionprugaymthese 
The House bill amends the Agricultural Trade Development Actof 1954 (P.L. 480) to include the immunization of children as one ofthe self-help measures that the President must eonsidpr h(ese 
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making an agreement for the sale of commoditiesThe House bill also to that country.authorizes 
under title II for 

the use of funds made availablethe immunization of children. The bill sets atarget for the immu:a-?ation, by fiscal year 1987, of at least threemillion more children zn,!ay than received immunizations undersuch programs in fiscal year 1985. The increased immunization ac­tivity should be undertaken in coordination with similar efforts ofother organizations and in keeping with any national plans for ex­panded programs of immunization. The President must include in­formation concerning such immunization activitiesreports required by section 634 
in the annual

of the1961, including a report 
Foreign Assistance Act ofon the estimated number of immunizations 

provided each year pursuant to this subsection. (Sec. 1108.)The Senate amendment contains no comparable provision.The Conference substitute adopts the House provision with an 
amendmentsubstitutes that deletes the numerical immunization target anda directive that those organizations and agencies imple­menting health programs increase the level of ;mmunizations. 
(11) Special Assistant for AgriculturalTrade and Food AidThe Senate amendment providest he e 

that the President must ap­advitand
point, with the advise 

ent o f th ate pecial Aust­and consent of the Senate, a Special Assist­
ant to the President for Agricultural Trade and Foodin the Executive Office of the President. Aid to serveThe Special Assistant would be required to­(1) assist the President to improve U.S. food assistance pro­grams carried out in foreign countries,(2) coordinate food assistance programs carried out by theDepartment of Agriculture and AID,(3) make recommendations on ways to increaseU.S. agricultural commodities the use ofthrough food assistance pro­grams,

(4) advise the President on agricultural trade,(5) serve as a member of the Development Coordination Coin­mittee 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 govern­mental sources and recommend a plan to the PresidentCongress on measures andthat could be taken­(A) to promote the export of United States agriculturalcommodities and products; and(2) develop and recommend to the President national agricul­tural policies to foster and promote the United States agricul­tural industry and to maintain and increase the strength ofthis sector of the United States economy; and(3XA) appraise the various programs and activitiesFederal Government, of theas they affect the United States agricul­
programs and activities are contributing or not contrib­

uting to that industry; and 

tural industry, for purposes of determining the extent to which 
(B) make recommendations to the President and Congress 

a 
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ties in contributing to the United States agricultural industry.(Sec. 129.) 


The House bill contains no comparable provision.

The Conference substitute adopts the Senate amendment with anamendment providing for a Special Assistant to the President for

Agricultural Trade and Foodmake recommendations Aid who shall advise, assist, and 
over the broad range of United States agri­cultural export and food aid matters, and expedite program imple-

mentation in any instances in which there is unreasonable delay. 
He shall serve i the Executive Office of the President, bun tobein the lines of authority which exist in the Federal Government forthe Secretary of Agriculture, the Administrator of the Agency forInternational Development, and other departmental and agencyheads. The duties of the Special Assistant shall include: 

Assisting and advising the President in order to improveUnited States food assistance abroad; receiving suggestions andcomplaints about the implementation of United States food aidand agricultural export programs of any Federal agency andproviding prompt responses thereto, including expediting theimplementation in any cases in which there is unreasonable 
delay;Making recommendations to the President on means to
ordinate the manner 

co-
in which Federal food aid programs arecarried 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 commoditiesthrough foreign food assistance programs; abroad 

Advising the President on agricultural trade;
Advising the President on the Food 
 for Progress programand expediting its implementation;
Serving as a member of the Development Coordination Coin-mittee and its Food Aid Subcommittee, and advising Federaldepartments and agencies on their guidelines on food aidpolicy to the extent necessary to assure the coordination offood aid programs, consistent with law and the Subcommittee's 

advice;
Submitting an annual report to the President and Congresswithin one year after the enactment of this Act and annuallythereafter through fiscal year 1990, containing a global analy-sis of world food needs and protection, identifying at least 15countries which are most likely to emerge as growth marketsfor agricultural commodities over the next 5-10 years, and adetailed plan for using available export and food aid authori-ties to increase United States agricultural exports to thesetarget countries. 


The duties of the Special Assistant shall also include:
Soliciting information and advice from private as well asgovernmental sources and recommending to the President and
Congress measures that should be taken to promote UnitedStates agricultural exports and expand United States agricul-

Recommending to the President national agricultural policies to promote the United States agricultural industry; 
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Appraising various Federal programs and activities affectingthe United States agricultural industry to determine theextent to which they are contributing to the United States ag­ricultural industry and making recommendations to the Presi­dent and Congress on the effectiveness of such programs and 

activities. 

(12) Trade Policy DeclarationThe House bill includes Congressional findins regarding the 

significant declineexports as in the volume and value of U.S. agriculturala result of unfair foreign competition and the high valueof 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 competitive prices;(2) To support the principle of free trade and the promotionof fairer trade;(3) To cooperate in all efforts to negotiate reductions in bar­
riers to fair trade;
rir To fair trade 

(4) To counter aggressive unfair trade practices by all avail­(5) To remove foreign policy constraints in order to maximize
agricultural trade;

(6) To provide for consideration of U.S. agricultural trade in­terests in the design of national fiscal and monetary policy. 
The House bill also declares Congressional findings to the effectthat the present high level of agricultural protectionism contrastswith the general trade liberalization achieved under the GeneralAgreement on Tariffs and Trade; the protective effect of domesticsubsidies alters trade indirectly by reducing demand for importsand increasing the supply of exports; current GATT rules distin­guish between primary and manufactured products; the rule per­mitting export subsidies on primary products has proven unwork­able; and a unified treatment of tariffs and subsidies would clarifytrading rules for market participants and simplify trade negotia­

tions. (Secs. 1121, 1133.)The Senate amendment provides findings regarding the need foropen and fair trade, the adver, 
many 

effects of unfair trade practices ofcountries on exports of U.S. agricultural commodities, andthe need for more effective rules governing international agricul­tural trade. It further states that it is the policy of the U.S. to (1)promote free and active world trade in agricultural goods throughnegotiations to reduce or eliminate restrictive trade practices, and(2) to reduce or eliminate U.S. restrictions on imports of agricultur­al goods as part of an international program of mutual opening ofagricultural trade markets. (Sec. 107.)The Conference substitute adopts the House provision with anamendment deleting Congressional findings regarding certainGAIT rules. 
(13)Agricultural tradeconsultation 

(a) The House bill requires the Secretary of Agriculture, in co­ordination with the U.S. Trade Representative, to initiate and 
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interest on direct credit loans, and requires the Commodity CreditCorporation to make available not less than $500 million in inter-

mediate export credit guarantees for each fiscal year 1986 throuqh
1988, and not more than $1 billion in intermediate export credit 

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 moreexport marketing flexibility and to improve the capability of im-porting countries to purchase United States agricultural commod-ities. (Senc101, 1934.) 


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

(21) Export s,bsidy reports 

The ouse bill contains Congressional findings concerning theimpact of aggressive trading practices and export subsidies of for-eign governments on the sale of U.S. agricultural commoditiesabroad. The Secretary of Agriculture is directed to require detailedinformation annually from USDA employees stationed abroad onthe export subsidies provided by the foreign governments,identify in those countries opportunities 
and 

for U.S. agricultural ex-
ports. The Secretary shall compile the information annually and
make it available to Congress and other interested parties. 

The House bill also contains a statement of Congressional find-ings concerning U.S. agriculture exportsnations and obstacles by foreignto agricultural commerce, and directs the Secretary of Ag-riculture to submit an annual report to Congress and the Presidentdetailing foreign tariffs, subsidies, and other practices disadvantag-ing U.S. farm exports. (Secs. 1130, 1161, 1162.)
The Senate amendment directs the Secretary to require detailedreports from USDA employees stationed abroad on the agriculturalexport subsidies and other trade practices impeding U.S. agricul-

tural exports wi .re they are stationed, and identify opportunitiesfor 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 ag­ricultural technical advisory committees established under section135 of the Trade Act of 1974. 

The Senate amendment (1) directs the U.S. Trade Representativeto review the above reports, identify markets (in order of priority)in which offsetting U.S. export subsidies can be used most efficient-eand submit to Congress and the Secretary an annual report ont oreign subsidy situation and identification potential of U.S.markets for offsettingsubsidies; and (2) requires an annual meeting3f the Agricultural Policy Advisory Committee and the technicalcommittees to develop recommendations for U.S. actions to reducethe trade distortions identified in the annual reports and expand
The Senate amendment encourages the President 

negotiations 
U.S. agricultural export opportunities identified in thetoreport.commenceereem 

negtiatns with other countries to reduceo ecoures 
fled in the reports, andkenrequires(Seon the. that1 he report periodically to Con-

withd t threducestradenbarriersoCongresstrade barriers identi-
grt es cti ns9.)steps

gress on the actions taken. (Sec. 109.)
The Conference substitute adopts the Senate amendment with anamendment deleting the requirement that the President commence 

443
 

negotiations with ither countries to reduce trade barriers andclarifying that a!! appropriate USDA officers and employees, in­cluding those stationed abroad, shall be required to provide infor­mation on the nature of foreign export subsidies, unfair trade prac­
ticea, and trade opportunities. 

(22)Contractsanctity andproducerembargoprotectionThe House bill declares it to be U.S. policy not to restrict or limitthe export of U.S. agricultural commodities, or products exceptunder the most compelling circumstances, that any such prohibi­tion or limitation be imposed only in time of a national emergencyunder the terms of the Export Administration Act, and that con­
tracts entered into before prohibitions or limitations are imposedshould not be abrogated. (Sec. 1131.)


The Senate amendment amends section
and Food Act of 1981 to limit to direct 1204 of the Agriculturecompensation that may be made payments in the form ofto producers of agricultural com­modities for which export controls have been idpsed. Section 1204of the Agriculture and Fo Act provides for emargo protection inthe form of direct padments or loans at 100 percent of parity or acombination of bothito producers of agricultural commodities
ject to certain export controls. (Sec. 111.) 

sub-

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

(23) Study to reduce foreign exchange riskThe House bill mandates a study by the Secretary of Agricultureto determine the feasibility, practicability and cost of implementinga program to reduce the risk of foreign exchange fluctuations in­curred by purchasers of U.S. agricultural exports under U.S. exportcredit promotion programs. The results of the study shall be report­ed to the tlouse and Senate agriculture committee within six
months. (Sec. 1132.)

The Senate amendment contains no comparable provision.The Conference substitute adopts the House provision. 

(24) Cargopreference
(a) The House bill states that nothing in this Act shall bestrued as con­exempting export activities from the cargo preferencelaws except to the extent that they were exempt under the existinglaw (PL 95-5o1) before September 13, 1985. (Sec. 1141.)
The Senate amendment makes congressional findings that pro­ductive and healthy U.S. agriculture and maritime industries arevitally important to the U.S., that both industries must compete ininternational markets increasingly subject to foreign subsidies andtrade barriers and that increased agricultural exports and utiliza­tion of U.S. merchant vessels help the U.S. trade balance and gen­

erate employment opportunities. It declares that it is the policy of
yenoprtiis.tdcleshaititeplcyf 

permit USDA to planto clarify oceanits exports effectively, to take immediatetransportation requirements in order tothe growt th orof U.S. cargopermittoUSDApromotet pln effectively,carrying capacity,to toexpand U.S. international agricultural trade, and to improve theadministrative efficiency of both commodity transactions and oceantransport activities associated with USDA sponsored export pro­

l 
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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 Marine 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 blendedwith direct CCC credit to reduce effective interest rates on 
export sales of U.S. commodities; 

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

com-

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

The House bill contains no comparable provision.
The Conference substitute adopts the Senate amendment with anamendment, technical in nature, including the positioning of the

amendment in the Merchant Marine Act, 1936. 
(b) The Senate am endm ent requires that the percentage of agri-

cultural cargoes that are subject to the cargo preference laws is, to
offset cargoes declared exempt in the preceding section, to be in-
creased from the present 50 percent of certain cargoes to 60 per-
cent of the such oes 8in caendar year 1986, 70 percent in 187, 

The agricultural commodities and products that will be subject tothe 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; 

(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;

(5) 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 commodities; and 

(6) those owned, controlled or under loan from the CCC that 
are exchanged or bartered for materials, goods, equipment, or
services at prices other than prevailing world market prices,,it. .... : .. .-. TT Q n. , - -, -,;-- .- t 0-%a 
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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 provi­sions 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
tw-en bulk and liner service to particular georgraphic areas. TheSecretary must administer the program in which pre­a manner 
serves to the greatest extent practicable the mean historical portrange 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, or metric 
tonnage, whichever is lower, of bagged, processed, or fortified com­modities, exported under P.L. 480 title II in 1984 from Great Lakes 
ports. 

The determination of prevailing world market prices for agricul­tural 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 languageels t h flexible ad m i tion ofdtheleting amhe slanguage
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 requiremer.ts from acalendar year to 12-month periods commencing on April 1,
1986;
t(3) requiring the program to be operated withot detriment 

to any other port facility range;
(4) clarifying cash transfer provisions.

(c) The Senate amendment will require that the mini'mum 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 ofsuch programs or, based on a certification by the Secretary of Agri­
culture, that the commodities are not available for reasons includ­ing the unavailability of funds. (Sec. 134.) 

http:requiremer.ts
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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 differentialcosts in any fiscal year exceed 20 percent of the total cost of the 
commodities shipped plus ocean freight and differential. 

For meeting these expenses, the Secretary of Transportation 
shall issue interest-bearing notes which the Treasury shall pur-
chars =s 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. (Sec. 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 Commodities). 

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 Chief of Naval Operations as being nec-
essary for the defense of the United States and its allies. (Sec. 136-
139, 143.) 

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-

eatinn hv the Secretnrv nf 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 Merchant 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 preference given to cargoopecial 


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 1984baseline for shipment of bagged
grain from Great Lakes ports is a minimum. 

(25) Consultationson 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 Policy 
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 
become 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 
Development, 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
kets 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. ,ach vpnr thprPnftpr thrnuiih fis al 1990 the Secretarv shall 
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Following are the substantive changes in the P.L. 480 law
 
over the past 10 years (1977-86). They have been reviewed
 
and will be incorporated where necessary in Handbook Nine.
 
This document will be used as a checklist as draft sections
 
of the Handbook are prepared in order to assure inclusion
 
of these new provisions.
 

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. 1111(a) of the Food
 
Security Act of 1985).
 

Sec. 101 - Provides for sale of agricultural commodities 
for foreign currencies for use urder 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(dL - 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 '.979)
 

Sec. 103(i) - 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 relief 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
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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)(ll) - Adds immunization of children to the 
self-help proviso regarding improving the health of the 
rural poor. (Added by Sec. 1112(a)(1) 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)
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Sec. 109(d) - Requires that the economic development and 
self-help measures in each Title I agreement be
shall 

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 majo

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. 311 - 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. i1

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)
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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. In 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 185)
 

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
 
De~velopment 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. 1104(a) of the International Security and
 
Development Cooperation Act of 1985)
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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 program'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. 1112(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
 
II 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 specified

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 aggregate 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. 301(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) - Immunization 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 aggregate originally required for Food for
 
Development programs was reduced to 10 percent. (Amendment

by Sec. 1108 of the Food Security Act of 1985)
 

-A'
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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. 302(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 programs. (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 list 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 Development
 
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 im 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)
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Sec. 401(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 production 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 development 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)(1) 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 1980) 

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 decretary of Agriculture shall issue 
revised regulations governing operations under Title I 
every two years. The regulations 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 terms, the
 
most recent being the 5-year extension to 1990 enacted in
 
1985. (Sec. 1105(l) 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 Intarnational Development Cooperation Act
 
of 1979)
 



SECTION 416
 

Agricultural Act of 1949, 1982 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 1982 authorized USDA to donate dairy products from Commodity
 
Credit Corporation (CCC) stocks for poor 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 1984 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 andChile.
 

Procedures for submitting and approving Section 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 PVOs and
 
cooperatives can be used to enhance the effectiveness of
 
transportation, distribution and use of the commooities for
 
Food for Work programs and cooperative and agricultural
 
products.
 

The following are aoditional important 416 provisions in the
 
Farm Bill: a) disincentive and UMR analyses are to be
 
conducteo 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 Agricultural Act of 1g49
 

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 United 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 program. The 1984 Act also
 
provided for a two-year pilot program under which CCC
 
dairy products would be bartered or exchanged for 40,000

mntric tons of ultra-high temperature (UHT) processed

tfuid 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 furnish
 
"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.
 

el 
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(2) "Eligible commodities" are defined as dairy

products, grains and oilseeds acquired by the 

through price support operations, and other edible
 
commodities 
acquired during normal CCC 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 interfere
not 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.
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(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 useL, 
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.
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-- 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 regulations 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
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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.
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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 CCC

commodities for strategic 
or other materials not
 
produced domesticallyy in amounts sufficient to meet
 
U.S. requirements.)
 

December 1986
 



FOOD 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 policy; 2) marketing reform; 3) input supply and
 
distribution policy; and 4) private sector involvement.
 

Description: Under NSC direction, the Third World Hunger Study
 
in December 1984 recommended a new tool for use in addressing
 
global hunger problems: a Food 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 DCC Food 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.
 

Existin9 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) ibolition 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. INTRODUCTION: THE FIRST YEAR OF THE FOOD FOR 

PROGRESS 
IFFP)PILOT PROGRAMS IN GUINEA AND MADAGASCAR 

WHICH WERE ENTERED INTO INIFY SN, IS BEING EVALUATED AND 

THE DCC HAS AGREED TO CONSIDER PROPOSALS FROM ADDRESSEES 

FOR PARTICIPATION IN THIS PROGRAM IN FY 87 AND BEYOND. 

CAREFULLY THOUGHT THROUGH, WELL DOCUMENTED PROPOSALS 

WILL BE CONSIDERED BY THE INTER-AGENCY DCC WORKING 

GROUP, BASED ON THECRITERIA LISTED BELOW. THE 1915 

FOOD SECURITY ACT PROVIDES THAT NOT LESS THAN 75,070 MT 

BE PROVIDED EACH FISCAL YEAR THROUGH SECTION 4161(8)FOR 

USE UNDER FOOD FOR PROGRESS. A MAXIMUM OF 500,000 MT 

(WORLDWIDE) CAN BE PROVIDED UNDER FOOD FOR PROGRESS PER
 
FISCAL YEAR. HOWEVER, WE 00 NOT ANTICIPATE DOING ANY 

MORE THAN A FEW FFPR PROGRAMS IN EACH REGION, SO 

COMPETITION WILL BE KEEN. IT IS INTENDED THAT FOOD FOR 

PROGRESS RESOURCES WILL BE PROVIDED ONLY THROUGH SECTION 

416 OUT OF AVAILABLE STOCKS. THEREFORE, PROPOS;ALS FOR 

ANY MULTI-YEAR -,;OGRAM
SHOULD BE DRAWN LIPWITH THE 
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BE COISIDERED A NEW, Oi-GOING SCURCE FOR COM'IODITY
 
"'INDING. MISSIONS 4RE TO INFORMIOST THATGOVERNMENTS 
CO-IODITY DELIVERIE. A1FOOD FORPROGRESSUIIJER IAGREEMEIIT 
WILL EE SUSPENDED VHEG RECIPIEN:TS TOOh WITHOFAWN FAIL 
SUSTAIN PROGRESS iN CAXiIhG OUT PGRISUL'JRAL REFORM, 
U.S. STRATEGIC AND FOREIGNl
POLICY INTERESTS
 
NOTWIIHSTANDING. WEN MULT PROSRAMSI-YEAR ARE PROVIDEII, 
FUTURE YEAR TRANCHES WILL BE IITHDRAW, WHERE PROCRESSS 
LACK IG.
 

4. ESSENTIAL FACTORS: O1 NOVEMBER 
19, 296, USDA 'JUDER
 
SECRETARY OF AGRICULTURE AMSTUTZ MOTEO IN THE FOOD AID
 

SUBCOMMITTEE THE FOLLOWING:
 

-- OVER THE NEXT SEVERAL YHEARS, USDA ANTICIPATES THAT 
THE COMMODITY CREDIT CORPOFATIO (CCC) WILL CONTINUE TIO 
OWN LARGE CUINTITIES OF DASIC COMMODITIES: WHEAT, :ICE,
 
CORN, SORGHUM, BARLEY AND SOYBEANS (GENERALLY AVAILABL
 

FOR HUMAN CONSUMPTIO)I AS VELL AS DAIRY PRODUCTS, MAINLY
 
NON-FAT DRY MIlLK.WHILE CCC 
HAS IN THE PAST OIIED .1ID
 
MANAGED LARGE STOCKS, A NElWUSE 
OF THESE STOCK, DIRECTiY
 
AFFECTS THE ANTICIPArED FUTURE QUALITY OF THESE STOSHS
 
AVAILABLE FOR FOREI(N OOhAIlIO. CCC IS IMPLEMENTING
 
VARIOUS PROGRAMS WITH THE USE OF COMM -,OITY
CERTIFICATE!;,
 
WHICH ARE REDEEMABLE FOR CCC STOC S. CONSEOUENTLY, THI.
 
HIGHER QUALITY COMMODITIES WILL MOST LIHELY HAVE BEEN
 
REDEEIIED WITH CERTIFICATES AND MOVED INTO COMMERCIAL
 
CHANNILS. REMAINING INVENTORIES FOR THE GOVERNMENT
 
PROGRAMS MAY, THEREFORE, BE COMMODITIES OF LOWER QUALITY.
 

- IN VIEW OF THIS SITUATION, MISSIONS ARE REQUESTED TO 
ADVISE AID AEO USDA OF THE QUALITY OF COMMODITIES THAT 
MAY BE HEEDED FOR ANY PROPOSED SECTION 416 PROGRAM AS 
EARLY AS POSrIBLE. THIS WILL ERALLE EARLY REVIEW OF TilE
 
FEASIBILITY OF MEETING ANY SPECIFIC COMMODITY NEEDS.
 
SINCE MONETIZATION OF SECTION 416 COMMODITIES ISA
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COMPONENI0 F PRODRIOL TilE OUALITY OF THEfRGODIOR , AL) SIISTAIIIUIL I i I U I REFtCFII II FlIT FACE OF
 
COMlMODITYCdliD L E -PECFIl ;0 iDi A MAJORREI;FIINKT IN ECNOIC I 01. I I.:AL CHAlltE. 
 10 M ll lfYITONtIfT I u 
ACIUALLY IMPLEMElTtING A PIORIM. WHICH THE PRIVATE SCTCR C.iN E\IS. AND I ALLUWID TO 

RE'POND TO A.,EI(CULT.L' E!AORMPOIICIE ,.lID PRO4AM.
5. WHILE TIlE LAW (IDES NOT'PEAK TONOWFOODFORPROGRESS -4. OF POLCIECEVIDENCE COIIDUCIVI TO IMt1OEIEIIIS IN

LCAI CURRENCY
GENIRATI ON*ARETO BE TREATED,FOODFOIl AGRICIICLTUREIIUI E L.:EMOIISTF:ATEO A) IOVEIMENTTCN'.IRII
 
PROGRIESS FOIL TilEPREY ITE THAT TIlE sOR01TO.AL
IS ill MARKETORIElIO ni;I CULTrL DYPFo L 11101C.,IED Ii,. OUT
 
FINAFICIAL RfSOURCE; ALO:IEWILL ALLOW'THFRECIPIENT 
 TO GOVERNMENTCONTROL.JVERAGICULTUI,.L PIuliNG,IMPLEMENT ,RICJLUR.L REFORM.THEREFORE,U(EIRED I 3 PULICY DISTRIBUTION i1 1v:;ET INGFUNCrI,.I;. B: OTIIERMA:NO
 
LOCALCURREICYPRO,,RAMMIIN,
ANDDETAILED UOCUMEITATION LEVEL POLICIES WIICI SEIID:NCEF;tI;E SIGILS TO THE
 
WILL NOT BE SOUGHTOR REIItRED THE FOILO6ING
 
CONSIDERATIIOIIS SUPI'ORT THIS REASUNING: 
 AGOICULTURAL SECTORAND INLIUCEMtIRO LEVEL POt ICY 

DECISIONS WHICH HVE A POS;TIVE EFFECT ON LCCAL LEVEL
 
-- A) PROVISION OF COMMODITIES S

T 
RENGTHENS U.S. LEVERAGE 
 INVESTMENT, PRODOUCTONAND MARHET:NG RESPONSES.
 

FOR AGRICULTURAL POLICY RIFORMS, (FCCUSING ATTENTION OR
 
THE REFORMS THFMSEIVES): 10)SIICE THERE IS NO ASSLRANCE 
 CRITERIA OF LOWER IMPORTANCE.
 
OF CONTINUED COMMODITY SUPPLY, OEPENDENCY ON EXTERNAL
 
SUPPORTFOR LOCAL :URREtICI PROJECT FINANCING 1 - 5. THE POTENTIAL FOR ECONOMICrROWtH THAT WILL LEAD TO 
ELIMINATED; AND C) FIELD ';TAFF TIME DEVOTEDTO THE COUNTRY'; ABILITY TO PARTICIPTE IN INTERNATIONAL 
NEGOTIATION;° IMPLCIENTINC AND MUTITORINEGAGREEMENTSCAN TRADE AND TO IMPORT U.S. COMMODITIES. 
BE CONSIDERADLY REDUCED.
 

- 6. THE POTENTIAL FOR, OT EYISTENCE OF, OTHER DONOR6. COUNTRY SELECTION CRITEnIA: SUPPORT FOR AGRICULTURAL PROGRAMS AND POLICY REFORM 
,A:
 

INDICATOR OF POTENTIAL FOR CO-FINIICING).

THE ROOD FOR PROGRESS ACT, NSDD IN6 AND 167 HAVE EEEN
 
INTEGRATED, BY THE INTERAIEIJCY FOOD AID WORKING GROUP, TO 
 7. EMBASSY/A.I.O. MISSFOII CAPACiTY TO: 
NEGOTIATE FOID
 
ENSURE INCLUSION OF RELEVANT COUNTRYSELECTION CRITERIA, FOR PROGRESSAGREEMENT,AND ASSIST HOST ,OVERTMEIT Ii THE
 
E.G., U.S. STRATEGIC AND iOREIGN FOLICY INTERESTS MUST BE 
 DEVELOPMENT, IMPLElMIJTATEOVi MGNITCFING AINDEVALUATIOI.
 
SERVED BY THE FOOD FOR PROGRESS PROGRAM. ON1CETHESE 
 INDICATORS: SIZE, COMPOSITION, AID FOOD AIR/PRIVATE

INTERESTS ARE SATI.FIED, THE FOLLOIN. ADDITIONAL, 
 SECTOR PROGRAMMING AND POLICY REFORM E(PLRIENCE OF
 

MISSION STAFF.
 
CRITERIA SHOULD BE ASSESSED FOR INDIVIOUAL PROPOSED
 
COUNTRY PROGRAMS. 
 ITEMS I THROUGH 6 ABOVE ARE 
FROM I:SODTb7. ITEll7 IS
 

INCLUDED AS All OPERATIONAL CRITERiOll AND SHOULD NOT BE
 
THESE CRITERIA HAVE BEEN RANK ORDERED AS FOLLOWS: 
 CONSTRUED AS A LIMITING FACTOR, I.E., MIS'SION CAPACITY,
 

IF LIMITED, COULD BE OUTWEIrHED BY OTHER SELECTION

CRITERIA OF ABSOLUTE IMPORTANCE: 
 CRITERIA.
 
-1. RECIPIENT POLITICAL COMMITIENTS TO REFORM AND
 
IMPLEMENTATION OF POLICY DECISIOIIS 
BASED ON FREE MARKET 7. 
ACTION REQUESTED:
 
PRINCIPLES AND PRIVATE SECTOR INVOLVEMENT.
 

- A. ADDRESSEES SHOULD CABLE WASHINGTOH ASAP

INDICATORS: POLITICAL COMMITMENT IS DEFINED AS: 
 COMlMEIITS/VIEWS AS TO THE DESIRABILITY/FEASIBILITY OF
 

UNDERTAKING A FOOD FOR PROGRESS PROGRAM 
NlFY-37. FIR.5T,
A) 
SUPPORT FROM NATIONAL LEADERSHIP AND KEY INSTITUTIONS 
 WASHINGTON WOULD APPRECIATE MISSION 
VIEWS' ON SELECTION OF
 
WHICH SUSTAIN EXISTING, BENEFICIAL AGRICULTURAL POLICY 
 YOUR COUNTRY FOR THIS IMPORTANT PRESIDENTIAL INITIATIVE.
 
REFORMS AND 
INTEGRALLY RELATED MACRO-POLICY REFORMS (E.G. 
 THESE VIEWS ^SHOULDADDRESS WHETHER YOU THINK THAT YOUR
 
EXCHANGE RATES); B) WHERE IMF/IERD ADJUSTMENT PROGRAMS 
 COUNTRY SATISFIES SELECTIOII CRITERIA AS DEFINED ABOVE,

ARE UNDERWAY, THE GRANT SHOULD PROVIDE QUOTE 
 I.E., EMBASSY/USAIO L.ATEST ANALYSIS OF GENUINE--RATHER
 
ADDITIONALITY UNQUOTEIN THE SENSE THAT IT EITIIER THAN QUOTEFOR DONORSONLY UNQUOTE--EVIOENCE OF POLITICAL 
(I) PROVIDES FOR SECTORAL REFOPM; IN AGRICULTURE THAT ARE COMMITMENT TO 
SUSTAII AND/OR IMPLEMENT NEW AGRICULTURAI
 
ADDITIONAL TO, BUT CONSISTENT VITH THE HOST GOVERNMENT 
 REFORM'POLICIES. 
 (IOTE: BECAUSE OF COMPETITION FOR FnCOD
 
REFORM EFFORTS SUPPORTED BY THE TMF/IERD, CR 
 FOR PROGRESS RESOURCES AMONG GEOGRAPHIC VEGIONS, THE DrC
 
(11) SIGNIFICANTLY IMPROVE THE EFFECTIVENESS OF 
THE MUST 
 MAY NOT BE ABLE TO APPROVE ALL REQUESTS RECEIVED FROM THE
 
GOVERNMENT'S 
REFORIIEFFORTS IN TIlEAGRICULTURAL SECTOR; FIELD.)
 
OR (10U.S. AEPRP IAFRICAR ECONOMICPOLICY REFORM 
PROGRAM) 
IN PROGRESS OR UIIDERFAVORABLE NEGOTIATIONS. 
 B. IF FOOD FOR PROGRESS PROGRAM IS FEASIBLE THE
 

FOLLOWING INFORMATION WILL BE REQUIRED:
 
CRITERIA OF HIGH IIIPORTANCE:
 
2. NEED FOR NON-EIIERGENCY FOOD AID. SINCE FOOD FOR 
 (NOTE: FOOD FOR PROGRESS PROGRAM DOCUMENTATIONI REOUESTED
 
PROGRESS COIIMODITIES WILL BE ADITIONAL TO U.S. REGULAR 
 FROM CONCURRING MISSIONS SHOULD BE BRIEF AND FAR LESS
 
FOOD AID PROGRAMS (PAGE 427 CONFERENCE REPORT), RECIPIENT 
 DETAILED THAN THAT REQUIRED FOR PL-4O TITLE 1/111.)

NEED MUST BE ASSESSED AGAINST RISKS OF DISPLACING 
 " EMBASSY/MISSION ASSESSMENT OF THE 
MARKET ORIEIITED
 
COMMERCIAL ;ALES, CREATING SUBSTANTIAL LOCAL 
 AGRICULTURAL POLICYIS) WHICH IF SUPPORTED OR REFORMED
 
PRODUCTION/IIARETIIIG DISINCENTIVES AND IMPORTING MORE COULDHAVE A POSITIVE EFFECT ON, BUT NOT LIMITED TO, OiE 
COMMODITIES THAN CAN BE ADEGUATELY STORED. DELLION 
 OR MOREOF THE FOLLOWING: AGRICULTURAL PRODUCTIOII, 
CONSIDERATIONS). 
 PRICES, MARKETING, DISTRIBIITION, ETC. THIS ASSESSMENT
 

SHOULD REFLECT, IF AVAILABLE, IBRO/IMF OFFICIAL AND
-3. IN-COUNTRY CAPICITY TO CARRY-OUT AGRICULTURAL REFORM 
 INFORIAL VIEWPOINTS.
 
MUST BE OEMONSTRATED BY: A) PERTINENT PUBLIC SECTOR
 
INSTITUTION'; WITH A DEMONSTRATED CAPACITY FOR MONITORING 
 -- MISSION SHOULD RLOUEST TYPE AND AMOUNT OF COIIMODITY
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RLOUIRED, WITHCLEANIUINTIFICATION OF QUALITYREPIAIT 
QUALITY IIFOUIREIIENT;. 

-- SUFFICIENT IIIFORlAT ION UPONWHICHUSDACAiNMAKEA
 
BELLMONUETERHIIIATION. GUIDAIICE PROVIDED Ol PL-48L TITLE
 
Illl PROGRAMFORTHI'. DETERIIINATION IS AVAILABLE FROM
 
TilEOFFICE OF FOOD FOR PEACE.
 

DATA TO ASSURE IHAT ANY rOODFOR PFOGRES PRO4RIIMDOES
 
NOTRESULTIN DISPLACEIMENT COMMERCIAL TRADE.
OF NORMAL 


- A DESCRIPTION OF BENFFICIARIES AND HOW THEY WOULD
 
BENEFIT.
 

-- POLICY PERFORMANCE. BENCHIIARKS/TIMETABLES AND
 
MONITORING/EVALUATION PROCEDURES.
 

- ESTIMATED TIME FRAME FOR COMPLETING NEGOTIATIONS,
 
SIGNING AGREEt:EIITS
AND COMMODITY SHIPMENTS. SINCE FY87
 
PROGRAMS ARE EXPECTED TO BE SHIPPED UODER SECTION 416
 
AUTHORITY USING AVAILAHILE CC STOCKS, MISSIONS SHOULD
 
PROVIDE SHIPPING AND HItINLiNG INFORMATION CONSISTENT WITH
 
TITLE II COMMIODITY SHIPMENT PROCEDURES. TO FACILITATE
 
OVERALL MANAGEMENT OF THE VARIOUS PROGRAMS CARRIED OUT
 
UIIDERSECTION 416 AUTHORITY, MISSIONS SHOULD ATTEMPT TO
 
SIGN FY87 AGREEMENTS TO COVER FY-a7 SHIPMENTS FROM THE
 
UNITED STATES. COMMODITIES NEEDED FOR FY-83 SHIPMENTS
 
SIOULD BE PART OF FY88 AGREEMENTS, WHICH CAN BE
 
NEGOTIATED AND SIGNED PRIOR TO OCTOBER 1, 1987. IF
 
USEFUL IIIACHIEVING OVERALL GOAL OF FOOD FOR PROGRESS,
 
SUGGEST IIISSIONS CONSIDER DEVELOPMENT OF AGREEMENTS TO
 
COVER BOTH FY-87 SUPPLY PERIOD AND AT LEAST EARLY IONTHS
 
OF FY82. ASSUMING QUALITY OF CCC STOCKS IS ACCEPTABLE,
 
THE OVERALL SUPPLY OF CCC STOCKS SHOULD BE SUFFICIENT TO
 
ACCOMMODATE SUCH AGREEIIENTS. 

B. PROPOSAL SHOULD ARRIVE NO LATER THAN FEBRUARY 28,
 
1987. 

9. EMBASSY/AID MISSIOIIS ARE INVITED TO COMMENT ON OTHER
 
SECTIONS OF THIS MESSAGE AS APPROPRIATE.
 
10. FYI:
 
- A) COMMODITIES MADE AVAILABLE UNDER SECTION 416 SHALL
 
BE ON A GRANT BASIS, INCLUDING RELATED OCEAN FREIGHT.
 

- B) FOOD FOR PROGRESS AUTHORITIES SHALL BE EFFECTIVE 
FROM OCTOBER 1, 985 TO SEPTEMBER 1990.30, 

C) IMPLEMENTIIIG THE FOOD FOR PROGRESS ACT IN FY 1907:
 
1. VASHINIGTON APPROVEFOODFORPROGRESSCANNOT PROGRAMS
 
WHICHSUBSTITUTE FORPL-400 TITLE I BECAUSE OF THE MORE
 
ATTRACTIVE SECTION 416 GRANT ELE,_.:T.
 

- 0) FOR TUNIS, RABAT AND QUITO ONLY: WHEAT WOULD NOT 
BE AN APPROPRIATE COMMODITY FOR THIS PROGRAM SINCE WHEAT
 
IMPORT NEEDS FOR FY 1907 
ALREADY COVERED. THEREFORE, FOR
 
WASHINGTON INTER-AGENCY GROUP CONSIDERATION, YOUR FOOD
 
FOR PROGRESS PROPOSAL SHOULD BE BASED ON OTHER ELIGIBLE
 
COMMODITIES.
 

J. THE CONGRESSIONAL INTENT FOR FUOD FOR PROGRESS IS
 
THAT IT BE PROVIDED ABOVE AND BEYOND ANY ASSISTANCE
 
FURNISHED THROUGH TRADITIONAL USG SOURCES. HOWEVER,
 
MISSIONS NEED TO CAREFULLY ASSESS THE EXTENT TO WHICH
 
FOOD FOR PROGRESS COMMODITIES CAN BE ABSORBED. UMRS AND
 
OTHER BELLMON CONSIDERATIONS WILL BE EXTREMELY IMPORTANT
 
FACTORS INYOUR ASSESSMENT OF COUNTRY ELIGIBILITY/FOOD
 
NEED, AND IN OCC APPROVAL OF ANY PROPOSALS. SHULTZ
 

AII0OS 
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AIDAC FOR NAIRIOBI AND ABIDJAIN, REDSO/FFPOS AND AGATTS 

E.0. 123E6: N/,A 
TAGS: N"A 

SUBJECT: FOOD FCR PROGRESS (FFP) ACT CF 1935 


REFS: (A) STA"E 02513O; (B)FCOO 'ECURiT ACT C, 196B 


SUMMARY: PURPO;E OF TiHISMES"SAGEFORMIS'iOhS SELECTED 
ASPOTEIITIAL FOOD FOR PROGRE;S RE.CIPtENTS JIGUIEA, 
KENYA, MhDAGASC,4R, SEFIEGAL, ZAMBIA)SOMALIA, ZAIRE ANtD 

IS TO: 


I. PROVIDE BACKGROUND Ol THE NEW FOOD -OR PROGRESS ACT;
 

II. PRESENT CURRENT WASHINGTON POSITION 0:1POLIO/ AND 
PROGRAlMVIIR FORLIMITED 195 PILOTGUI!)AkCE :Y 
ACTIVITIES INCLUDING DETAILS OilCOUNTRYSELECTION 
CRITERIA. 


III. REQUEST nI' SION VIEWS ON CCU'ITRY CANDIDACY AN1D,IF 
APPROPRIATE, A PROPOSAL FOR FY 1936 PILOT ACTIVITY. END 

SUMMARY. 


I. BACKGROUND: 


- A. THIRD WORLD HUNGER STUDY 

1. THIRD WORLD HUIISEqSTUDY ESTABLISHED THE TERMS OF 
REFERENCE FOR A STUOY 4IMEO AT PRODUCING NEW, EFFECTIVE 
INITIATIVES TO ADDRESS THIRD WORLOHUNGER PROBLEMS. 


2. THE STUDY OF LONG-TERM FOOD AID PROBLEM.' WAS 


COMPLETED IN OECEMBER, 1954 AIO RECOiMENOEO PRESIDENTIAL 
APPROVAL OF FOOD FOR PROGRES US A PFE:IA3E:ITIAL 
INITIATIVE. PRESIDENT REA!ARlAFPROIED THE FOOD FOR 
PROGRESS N1,D-156, THEfOLICYINSISIIINr WHICH OE.CIBS 
IvTZ-iT or THEFOODFORPROSRESS AND01NNOUtICEDPRO'RAM, 
IT ONJAIIUAPY3, 198. 

STATE 077330 il749013749 AiOE
 

3. NSDO 156 STATES, OJOTE THIS INITI.TIVE ,ILLUJ:
 
AMERICAN FCC R-"'OL;CE. TO J.' T K e THIR; ULALD
 

COUNTRIE'S WHICH HAVE MADE COMpIiTMENTS TO AGRCILTJRML
 
POLICY C;i,;ICE 11 FOUR -IC AqEgs riRICULT ,R;t PR3ICE
 
POLICY, rMRHETrI FEC.1'i .ig L ATR4L ihPJT
'I 
SUPPLY X'g CI-TRBLT!O'I POLICY. AD PYIATE ECTOR
 
INVOLvEMEIIT U1I9uOTE.
 

4. THE PPOCRAM!..TIC C !tPLE'IEIT TO N;COIS6 'S 113911E"
 

W.1ICHTHEP SL)EI'TSil.EiD ON -PI. 3J. 3133, CVERNC
 
FOODFORPRCGRE: Il1?L.I;ET;. TH!S 1h5';OAZ TIE
 
BASIS FORTHE A3?I!,ISTqTICI'. LESISL,TIJE REQUEST. IT
 
ALSO ESTABLISHES THE AJIIIST'..TIC'. O'.;ITICN
ON
 
COUNTRY "hi FAjIIr.
ELIGIBI.;Ti 

5. THE IIITERAGENCY RE,:El , OF THESE.TIO 1IND3 !N 

CONJUIICTION V1IRITE N'. LEI.LAT1311 ):A ' ',UUCZO THE
 
POLICW AND PRFG... GJI.-'ICE C.!,T;I:IEJ 14?ART I7I OF THiS
 
MESSAGE.
 

- B. THE FOOD SECURITf ACT OF 19S5 

EARLIEU THIS EAR M I'S!C!IS 
RECEIVED COPI" S CF TqE
 
NEWLYENACTEDF.,'il L.'- FOODSECLRII ACTOS 1195, 'C 
REF. tAlCIFC'1.IF, ,C.TL:11NC;E.I SI ' TC L ,iN TH'T
 
ACT. SECTION1 CF TTEACT COITAI!ITHE ;COC
11:0 FOR 
PROGRESS CT IF ig:l, riCH I, A 

HOUSE/SE:I.TE/D;:I' T.T1C'i C.;':PFCtih F. .,LOIJ!PIG IS A
 
SUfIMARf ,I C.'PCIENITZ
.AJ,.R C" 7T. 1:': 

1. THE FOOD FOR PRCSPS AT: THE -00 FOR RCGREGS 

ACTAUTHCIZ E FRE,:OENT TOEI:rEq ITO 4',REE1EI:S TO
 
PROVIDE FOODTO OL:ITRIE Ti T !IA;,E :.fT 'ET. TO
 
PROMOTEThE IPLFiENTAT CL;CFPFIVATE. CtEE .hTE.R?1!E
 
ArsRICULTRRAL POLCIEC -OF ,:RS'ULT%,-L S:E..fPrEIT.
 

COiMODITIES PR.;,CE3 ',IER TH ACTi',.LD BE 'NCE,:T.ES 
.
 

ANY A'.!T4lCE CIWTF' 

RECEIVES FRCM",f LA1TED ZTATE., ND1lAYAC PROC.ES CIIt
 
A ULTI-YEAF 84:5 Tin"j4GH THE4,TCORiTIE: '.,;;OEFTITLE I
 

ABOVE AND BEYOID 0 ?;UI!M"LLY 

OF PL 490 OR SECTICII Ai. CF THE ,GRIC 'LIRE ,CT 3F !l9;
 
HOWEVER,THEEFFECTOF OTHER 0

FROvI'CI1!S t;l THENEW FARM 

LAWCOULDCOIiSTRAIN MULri-YEAR PROGRA;;1III.3. 

2. PRESIDENTIAL DETER;IINlAT;O ON FOODFORPRO.RESS
 
COUNTRY ELIGIBIL:TY: IlN CETEIIINING WHETAErTC ElItER
 
I;ITO A FOODFORPRCOS.E.A,?E:-ELr, THE(21TE FRE.!.I
 
SHALL COIISIDEq '.,,ETHER A PCTE:IEIL RC.CIPIENIT CCUITI IS
 
COMMITTED TC C;;: tlIOUT. OR .5 C.RR,ING OJT, FOLiCIES


: I

TH;T PROMOTE ECS;O?'H:T:E.3M PFIVAT-, CSM.TIC 
OFFOODC314IOIT!E. FORDOIIESTIC 


A14DTHE CREATION AND E'PPUIIAO:I 


PRODUCTIONI COIIS.JMDTICII, 

Or -FFICIE!1T DOMESTIC
 
MARKETS FOR TIE rU;JCHASAN', 14E SF .ICH CI;,ITUITIE:;
 

AND AS THE COi;FREN Z'TATED. 

WHETHER THE COU:IIRYIS A.BL T) 'J'E TdE CCOPYODITIE;
 
U'IQUCTE E FEFRT QLOTE 

WITHOUT DISRUPTION OF THE I,'ITE-NAL M PKET OF THE CO'INTRY 
FOR DOME'STICALLI PRODUCED AGRICULTURAL COMMODITIES
 

UNQUOTE.
 

THE INTE!IT OF T4E CO'IFEEE., :PELL{D OUT I1 THE 
CONFERENCE REPORT, IS PHATFOOD FCR ,OGRES.COUNTRY 
ELIGIBILITY CRITERIA FOCUS EXr'LUSIVELY C. 1SXMITMEI! TO
 
PRIVATE SECIOR-ORIENTEO AGRICULTIRAL POLICY REFORM ISEE
 

BELOW).
 

RE:DOUICE':
3. MANDAiED FOOD FOR Pli;GPES; (9lNOT LESS
 
ThAN 75,U:JiI METRIC TON; OF ELItIlBLE COMIO3ITIES ARt TO 
BE MADEW.AIL B,.E AINUALLY TOCI.Sf T1lTO'E OO0 FO,: 
PqOGRESS ACTf.SPEOUIRLD Of SECTIGN 4;6 61(10)t:e OF TIHE 
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AGRICULTURAL ACT OF 1949, UNLESS THE PI;ESIOENT 

OCTErFpINZ TNEE j';I.;U,;ICIENr OF ELIGIBLEE ,-IE NU1MBER 

LCI? IE%.'S,R - RSL'(E A-O'IN1
THE IL.PX: IIC ,LL S I' 
COMMOOITIE' TRAOITIONALLY MADE AVAILABLE TO DOMESTIC 
FEEDING PROCRAMS OR A.:ICIES .R WIL. PEVENiT ThE 
FULFILLM-ENT OF 4i AGR;E'NT P' THE -Ei;FETAIY CF 

AGRICULTJRE UDER A PAYMENTIN HINDPRiGRAM, 

ATPRESEN'; ONLYGENERALGUIDANCE ONCOMMODITY 

AVAILABILIT'V 3'PC::IHLE. FOI Hy 1336 IT I; EYPESTED 

THAT FOOD FOR RO',E55 YtCCP.AT$ ,IL. UE COIMCITIES 
AVAILABLE :N1C., U:CCUIz7-TE, " L ;TDY.C-5 HAS 

ADEQUATE rocS NONFATIY MILK ANDJIICOMMITIED 3; 
CHEESE,PROCESSEDdID CHLDDAR,TO MEETiNY RiEQUESTS. 

SUFFICIE'IT STOCA"CF 4:iEW A:: -LSO 4).ECTEDIO B 
AVAILABLE FORAir1FOODFOR PRXKS: , PR,,Ir.;. LIMITES 
QUANTITIES OF JACOmMITTED ; OF A110STOCK Ci:E,C,5Rll, 

MAYALS3 FO" 

HEOGELTS SECTION 'LL 'tnTH IILL 

SORGHUM BE AVIL,!LE FOOD FOR IRCSRESS 
UICER 4:u. CO .EULESTS 

BE REVIEWED ON 4 CASE-3i-CASE OASIS. 

THE EXTEIT TO W,1ICH THT LIST M0 BE EPAfSED FOR:Y 
1987 HASNOTBEENCETER,'iED. 'CTE 'R4" THE LEGi A'ION 
REQUIRE: THaTTHESTOPA'SE , D 2IVEIUIGE VailrIG 'EELL 
DETE.MINATICN ERQUIRED OF ASCLLTUREOF THE EC;ET4R 
BY SECTION "01 (6) OF PBLIC LAw AGO ILL AL;O sPPLf FCR 
ALL COMM)DI , TO A CEdE.;P?,G C;I,lS Y NCERTiES EA 


A FOODCORFRO 5 PR'P4-T T.YL. I I iEVEL'P -NG THEIR 
COUhTRYPROCRAM Ml, li t,IC.LD 'ICLuCE:PCFC-L'J 'A) 
INFOFMATIOII, GUANITIFIE .- 'U'H 4S 'S;ISLE, ON, TORAGE 
ANDhANDLING FUCILITIES; AVAILABLE 7, T:AT TiE 
COMICDITIES, CAl BER0C"IED, ,ST]FrED, A I) Or;TRiCUTED 
WITHLUT 3P.ILAGE UP I, ;TE; ANJ t,LiA iS; OF THE 
POTE'ITIAS ,i PRA'2xD P-CC- MA U, lr C1E>.TIIG A 
SUBSTANTIAL DISIaE IjTIE TO O1E:TIC P'IODUCTIOI;. 

(8) AVAILABLE COPIICDIT!ES ARETHOSE ETERMI'IED BY THE 
SECRETARY OF AGRICULTURE RO BE AVAILABLE FOR DISPOITION 
PURSUANT TO SECTION 401A OF PL 4S0. 

- (4) DISCRETIONARY FOOD FOR PROGRESS RESOURCES: 

1. UP TO DOCLLA: 2 MILLION IN CC FUTICS(EXCLUSIUE 
OF CCMMODIT'r COSTS) MAY BE USED TO CARRY OUT THE FOOD 
FOR PROGRESS PROGRAM 4iTH RESPECT TO CO=.0OITIES MADE 
AVAILABLE UNOER SECTIONl416 OF THE AGRICU'TJRAL ACTOF 
1349. THE'E FiNDS WILL LIELY CItNaI1CETRA;ISPCRTATION 
ARD FROCESSINIG COSTS AITENIDANT TO SESTICN 416 COMMODITY 
SHIPMENTS. 

2. HOT MORE THAN10C,0090 TOLSCF COMMODITIES MAY BE 
PROVIDED UIIDERTHIS I4ANY YEAR. HOWEVER,PROGRAM THE 
PRESIDEIT IS ENCOLFAGEI -S UTILIZE TNE ENTIRE 500,,3O 
TONS,PROVIDED THEREA:E a SUFFICIEIT hUMBER OF 
QUALIFIED P,.RTICIP4INTS ANDTHATFEA3N"ELE STEPS ARE 
TAKEN TO AVOID DISPLACEMENT OF U.S. COMMERCIALSALES. 

3. PL 430 TITLE I FRI0S MAYBE USEDTO CARRY OUTFOOD 
FOR PROGRESS COIMCCITY AIREEMENTS WITH RESPECT TO 

COMMODITIES MADEAVAILABLE UNDERPL 4B. 

4. CCC MAY FINANCE THESiALEANDEXPORTATIONl OF 
COMMODITIES WITH RESPEST TO COMPODITIES MADE AVAIL3BLE 
UNDER TIIL, !

0
L 490 TO CARRY OUT FOOD FOR PROGRESS 

AGREEMENTS. 

5. COMMODIT BY COO ONDERIESMAt BE MADEAVAILABLE 
TITLE I PL 180 ONA GR19T BA;IS 930 IN SUCH CA:ES, SH1ALL 
BE SUBJECT TO SECTION !03 OF 1Hu Ar. 
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6. COMMODITIES MAbIE UI4DER :, SHAILLAVAILABLE SECTION 
BE O: A 4RANT BASIS . 

7. IN CARRYING OUT SCr.rInO41l. CCC IlM,PURCHASE
 
COMMODITIES FORJS U'IX.R THE OCC OR FO0,.3 " 

PROGRAM. IF CIC DOE.'I'T wOLO ''SCX^ OFS'Ui 
COOMOOITIES, OR IF CCC;TOCHS AREINSUFFICIEIT TO 
SATISFY COMMITmE'IT: MADE IN FOODFORPROCREZ -CFEEIIENTS. 

- r. FFP AUTHORITIES SHELL BE EFFECTIVE FROMOCTOBER
 
1, 1915 TO SEPTEMBER 30. 199.
 

- 0. IMPLEMENTING THE.FOOD FOR PROGRESS ACT IN FY 19lOS
 

- WEU!IDERCTAN;iO IT LATEIN ThlE'tER TOTIAT IS RAThER 

BEGIN NEW PPCGR;IM, f- 'EF(ISE ;, EUT, ThE FOOD;OR
 
PROGRESS DOCE: riCT
ACT RECUIE THE ?'ESIDEJT TO R1O'.:.E 

LESS THAN75,0,, EL;IIC 3' CC;;ISJIT;ES G;CTHE
2 TOs; 
PRODUCTSTHi. YEAR. THSREFCRE, ECTIN ,Ib AU-rORIiE' 
WILL EE USEDTO aCoViL THE A6OVE tCIIAAVE TO SELECTED 
MISSIONS. 

- SFCT!O'I ,15 S!hZD;T!ES AREAUTPCO AS AtDITIO%,L 
RESOUFCES TOTH. LEEL )r -;I ;T,.,CE 'Rlt;RAr PL,E; U.'ICIR 

,33. 'A:AHIIGCTC!I AFFhOAE FC5 1:3:
r:OT:7 ;C: PP..5, 

PROGRAMS wiC ;JBsTITJrE IOR TlTLE I BECUCE OF THE 
MORE ATTRACTIVE ;ECTIO:4E GR1NT -LE ErIT. 

THE COIGECSSI ONL rINE'lT, FORFOODFOPP,'GFESS, I" 
THATIT BE PROVIOED ABOVE -'IDDE(CG1 N 15:N24CZ 
RECEIVED FROM TE. U.S. HlEVE3, ISCAIh :UECTO 
CAREFULLY ASSESS!eEEIE!,I TO.i, CH DCOLF,..! SOORE 
COMMODITIES U.N 2E BSOEEC. irl: iJ '.THER BELLI'; 
CONSIDERAI:.S WILL :YPCRT.:;T IBE EXTEELY .CR 
YOUR"SESIIENT JF COUITRY EL GIBILI TI 4.10 SO'JIIEE0. 

II. POLICY ANDPROGRAIIIIC GUID,,tlCE 

- A. POLICY 

. 1. NSDD 156 MANDATES THAT. IN COIITRAST WITH OTHER 

EXISTING AID PROGRAMS WITH COMPREHENSIVE A1D MuLTIPLE 
OBJECTIVES, THIS IN1ITIATIVE 'ILL "AVE4S ITSSOLE 
OBJECTIVE THE ACI IEEME:IT OF AJRIl'ULTJR.L PO,.ICRETOEM
 
IN THIRD WORLO COUIITRIES.WHILE THIS MMI;DATZ
'AS
 

BROADENEDBY NSDD!E7, LETIArIVE -1DLANGUAGE INTENT 
CLEARLY DICTATE -IDHEREICE TO THE 'INGLE CBJESTIGE. THE
 
ACT FURTHER DELINE,,TES THU;TS:,Y POLICY ;EFORM rAY
 

PRAVCE FCR 0O', OTHERT ,IC0; al CESS, Ci 71E pPT 
OF FARMERS )HlThE ccunrRY, TO PRIvATE, CC"PETITIV? 

MARKETSFORTHEIR '84 MIRKET CFPRqODUCT:: PRICIIG 
COMMODITIES TOF3:TER AEllATE PRIVAT. :ECTS CENTIVES 
TO IIIDIVIDOUAL FARMEFSTO PRODDU.EFOOD0I1A REGULAR BA.IS 
FOR THE COUIITRY'S DCMESTIC 0E3El,!C) ESTABLI S; ENT OF 
MARKET-OETEFMINEO FCREI,1: EXCYANGERATES,; 1 TIMELY 

AVAILABILITY OF PRODUCTION INPITS (SEED,FERT ILIZER, OR 
PESTICIOES) TO FARMERS; 1ErACCES TO TECHNOLOGIES 
APPROPRIATE TO TYE LEVEL OF AGIICULTURAL DEV-LOPMENT N
 

THECOUNTRY; AND (F) COISTPUCTIOI OF FAC:LITIES AN0 

DISTRIBUTION SYSTEMS, NECESSARY TO HANOLE PERISHABLE
 
PRODUCTS.
 

- 2. WHILE THIS PROGR4M "UST SERVE .'-STRATEGIC AND 
FOREIGN POLICY INTERESTS, FOOD FOR PROGF.ESSIS KOT,
 

REPEAT NOr TOBrCCNSIIERFO A HEw, O-GIN6 SO'URCE cf.9 
COMMODITY FIIIDIN;i. ARE10 P40r,MI3SIO1S IfrFOM 
GOVEPIMENTS THATFCCDFORFROG4lESS CES S'P'fNOElWILL OR 

WITHDRAWN RECIPIENTS FAIL TO;IJSrAIN INWHEN PPOGRESS 

UNCLASSIFIED
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CARRYING OUT AGRICULTUIAL REFORM. U.3. TRATEGIC AND 
FOREIGN POLICY INTFRE'TS NOTWITHSTANOING. .HEN STRUCTURALADJUSTPFIIT COPIDITIO4aL. TY, WHICH QIECTLf AND 
MJLTI -YEARF.DOGAY , F2UOVI'TED, F'jrURE YEAR TRANCHES INOIRECTL .AIDS THEPROCE.. OF 4AjICULT R1,AL3OLICf 
WILL SE WITHDRAWN IIHEREPROGRESS ISLACKING. REFORM. (0)U.S. AEPRP fAFRICAI ECOTIM C POLIC' REFORM 

PROGRAMI INPROGRESSOR UICER ;AVCRABLE NjEGOTIATIOI. 
- 3. ON JANU4RY 29,USDAUNJERSE.RETARY OF 
AGRICULTURE AMSTUTZ STATED IN THE FOOD AID SUBCOMMITTEE CRITERIA OF HIGH IMPORTANCE: 
THEFOLLOWIhG: 

- I 1985 FARMBILL PFOVISIOIS RE'UIRE SUBSTANTIAL 
2. NEEDFOR:ION-EME-GEI'CY COCD AIJ, 

PROGRESSCOltrODITIE WIl.L Et 43D!TIOug4 
SII:E FOOD FOP 

TOU.S. ,E.,JLAR 
DRAWDO'I Oil CCCHELDS3Z-tr ; PMyPE'ir'; TO FARIERS -O:C FOODAID ?ROt'FAM; ;PE .- C3'I;E;IIC EFTI 
EPORTERS, THEREFORE, hj CCC ;PIVENTORIES *.- CONTAIN RECIPIENT NEEDMJ3" BE ICESSE) oCAIN;T RIme; ;F 
LITTLE IF ANY SURPLUSABOE DOMECTIC RErUIREE TS AND DISPLACING COMMECIA. "4LE:, E(ACEOrIIIG LC.AL 
NORMALFOODAID AID CAORiEER FOR THERESTAF THIS PRODUCTIOOA/iuRE.TIING DIiI1ICENT,j[ AND IPORINi(, l ORE 
DEOAE. (C' FOOD FOR PRO0RE.2 TULTI-YEM; CCMMIlTMEITS COMMODITIES T4ANiCAI!DC NEECUnTEL STORED. ;HE;EFCE, 
UNDER SECTIC;I 416 WILL BE A ESED AAhIT THE PROJECTED NEEDIS OEFitED A:HL IUDIT:OI L FCOJ.EOr: TLl " 
AVAILABILITY CF CCC INVEI'ORIES -FROM A ICN 41b SUPPORT STATLS 'JO CONSATPTION AO 4AHIChCA1InOTBE 
COMMODITIES ARE ODTAINEW . IMPORTED COMrER2;ALLY. 

- 4. CJRFENT. LAW AND PULICi DO NOT 'PEAH TC hOW FOOD FYI: THESE ESTIMATES C;I BE FOANC IN THECSST RECE!IT 
FOR PROGRE'S LOZL CURREICY tILRATISfiS ARE TO BE FOODNEEDS,-0 -A LABILITIES ;'I.) R.PORT AI!Ch Is 
TREATED. WHILE FCCODFIR FROGRESS ISBUILT A; THE COMPILED AND PLBLIi,,EO BY LSDA : ECt'iYMC RE;E,:I 
PREMISE THAT ADOITICNHAL FN41.1,L RESOHACE-ALLOW THE SERVICE AID CLE~ ED BY ALLLF0,O AID :1.IIC1ES'ENI, F'!. 
RECIPIENT TO IMPLE'ENT AiRIC'..TIFAL "CLICY EFCRM,LOCAL 
CURRENCYPRCGRfMITIG AND OOC'JMElTATION WILL rIOT BE - 3. IN-COUNTRY CAPACIT v 

TO CA RFY-;T ARICULTUR1L 
REQUIRED. THEFOLLOWINGVEACAIC SUPORT THIS CECISIO':h REFORMMUST BE :EMO:.STRITE: BY AI 'EFTIIE':T P'BLI: 

SECTORINCTITUTIONS WIT:1A DEMONSTRAT-D CP .ITY FOR 
IA)STRE:IGThENS U_. LEVEFAGE FORA.JICLLTURAL POLICY MOITCRIN go :ST%:;o:'N vRIjLIUR;- IiFC,1. t' TiE 
REFORMS, iFCCUS;G.ATTENTION AN THE-EFCRMTHEg'SELJESI. FACEOF EZO!CCIC .4:0IPC.1 1L C'.-NGE. B? 4r 
10) SINCE ThEREIS rIC4-:LRAI:E CF C3,NTiNUEO CEITMO.4IT ENVIRCNPENT N I rICYT PTIVTE .- CT;' C.h -1:7 ID ; 

SUPPLY, OEPENCENCYONEATERNAL'.LPPORT FOR LOCAL ALLOWEDTO RESPOhD TO A,.RICULTJPML REiOi.r 0. 0C:ES4ND 
CURRENCYPROJECTF NANGIIG IS ELI MItATES, 3;ID 'C) FIELO PROGRAMS. 
STAFF TIME CEVOTED TO 4EGTIATIIIG, I'PLEMENTITG AND 
MONITORI;IG .. REEI.TS CANBE "TIS:ICERALY EDUCED. ThE - 4. EVIDENCE OF POL!CIE.C CO3DUCIVE TO IMPROVEiENTS INI 
PRESUMPTION I THATCOJNTRIEc SELECTED FOR1DODFOR AGRICULTURE I UST RE DE.PICTRATEO Ff; ',) -"OVErF1T 
PROGRESSCUI"MDOiTES NAVE A BETTER THAN50/VS CHANCEOF TOWARDMARKETOR'E!TED i W'!CULTIJFE 1Il(;;TEO d'."PHAS;S;C 
CARRYING OUI RPO;MS. OUTCOVER IMElT CYITFOL AvE, A.;.' LTJ2A, , 

DISTRIEUTIOII AND MAF'iRET':IG CJAITChS. 'E) OTrEq MA:CRO 
B. COUNTRY SELECTION CRITERIA: LEVEL POLICIES W4ICH 3-10 I',CE;TA*.E L rO THE 

AGRICULTURAL SECTORAND ICUCEMICROLE,EL POLi CY 
THE FOOD FOR PROGRESS ACT, ,USD0 156 AND 167 HAVE OECICIONS WHICHiiAVEA POSITIVE EFFECT 0N LOC.L LEVEL 

BEEN INTEGRgTED, BY THE INTERAGENCY FOOD AIO WORKING INVESTMENT, FRODUCTION ANDMARKETING RE.FONSES. 
GROUP, TO ENSURE INCLUSION OF RELEVANT COUNTRY SELECTION 
CRITERIA. CRITERIA OF LOWER iMPORTAIICE. 

U.S. STRATEGIC AND FOREIGN POLICY INTERESTS MUST BE - 5. THE POTENTIAL FORECONOMIC GROWTH THAT WILL LEAD 
SERVED B THE FOOD FOR PRCGRES PROGRAM. O:CE THESE TO THE COUNTRY'S ABILITY TO PARTICIPATE 'N INTERNATIONAL 
INTERESTS ARE SATiSFIED, THE FOLLOWING, ADDITIONAL, TRADE AND TO IMPORT U.S. CCMDSITIE 
CRITERIA SHOULD BE ASSESZED FR INDIVIDUAL PROPOSED 
COUNTRY PROGRAMS. 6. THE POTENTIAL FOR, OFEYiSTEICE OF, OTHERDONOR 

SUPPORTFORAGRICULTURAL PFOSRtS ANSPULICY REFORMI AS 
THESECRITERIA HAlE BEEN RANKORDEREDASFOLLOWS: INDICATOR OFPOTENTIAL FORCO-FINANCIIGi. 

CRITERIA OF ABSOLUTE IMPORTANCE: - 7. A.I.D. MISSION CAPACITY TO: NEGOTIATE FOOD FOR 

PROGRESS AGREEMEIT, AND ASSIST HOST GOVERNMECT IN THE 
1. RECIPIENT POLITICAL COMMITMENTS TO REFORM AND 

IMPLEMENTATION OFPOLICY DECISIOhS B4SED ONFREEMARKET DEVELOPMENT,IMPLEMENTATION MONITCRINrAND EALUATION. 
PRINCIPLES ANDPR'VATE SECTORINVOLVEMENT. INDICATORS: SIZE, COMPOSITION AhO F-10CDAIO!'PRIVATE 

SECTOR PRO,;RAMMINiGAND POLICY REFORMEAPERIEICE OF 
INDICATORS: POLITICAL COMMITMENT ISDEFINED AS: MISlION STAFF. 

(A) SUPPORT FROM NATIONAL LEADERSHIP AND HEY ITEMS' I THROUGH 6 ABOVE ARE FRAM HSOO IN0. ITEM 7 IS 
INSTITUTIONS. WHICHSUSTAIN EXISTING, BEhEFICIAL INCLUDEDAS AN OPERATIO!IAL ORI;ERiON INCSHOJLU NOTBE 
AGRICULTURAL POLICY REFORMS,AND/OR; DN)SUPPORT SUCH CONSTRUEDAS A LIMITING FACTOR,I.E., MlSSIOA CAPACITY, 
NEW REFORMS INDEPENDENTLY OF IMF, IBRO OR OTHER DONOR IF LIMITED, COULD BE OUTWEIGHEO BY OTHER SELECTION 
PROGRAMS. CRITERIA. 

INIADDITION TO THEAB'VE INDICATORS, BIUTOF MICH LOWER DETERMINING ELIGIBLE FOODFOR PROGRESS' RECIPIENT 
IMPORTANCE, ARE; V01 IMPLEMEIITATION OF iMF STUPIDBY COUNTRIES. 
ANDIOR 16OR 

UNCLASSIFIED
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SUIMlARYOF THE IHAUTMETHODOLOGYFOLLOWJS:. 

IIAUTIS'OME CF CEV.ERAL TOOLS FOR VALUING ANl'SETOF 

FUTUREOPTIOtIS~ I TS EE' TOBE:CCNCEIITRATDO OH 

.SITUAT IOIS R AJSP C H O801C E q 

-NUMIEEOFUSEFUL'ALTERIIATIVES THETOOL", IŜALSQ' A WAV~ 

TO EXAM1INE SITUATION 'Rj
THEbAhlE TE YERSPECTIVYE 

DIFFERENT ACTOR'. FORCYAME XP IIT O.'REIW'F 
THE FACTOR: CO:IDEREO By 01FFEFENT,,CCUN TRIES. I N' 
EVALUATINIGTHE 1 FLICTIC IrIIPLEMlENT INGUIF~r IS ~"~' 
OFTENA 0 URCF!CON!I'0ERA8LE INSlHT,- 1THESTRENGH O S4~ 

SOT HE ICS WrERCDE I NC ARER TOP _ 0 1 ~E E RE E3 MATTER,' 
~APPROPIRWAE FOR THIS T~E ANALYSIS.K THE STREN~GTH IS IN 

2DISCOVERiNG THE-PREFEP CES OF,VARIOUS.ACTORS ANID' 

~''PE3RITT IIlIGANI IITEGRATE ANALYS 0IFFERENT
I S OFVERY AND 


COMPLEXCHOICE3 4 ~i.,I'"

~'~''' ~ '~~~'' ~ -''--4. 


""' GIVEN THEIULTIPLICITY OFOBJECTIVES ANDPREFERENCES, 

77130 01749
"PAGE ~4 04O 079Ct73AI19 STATE~ 377?30~ 0L1 0171 
THAT ELECIN CRITERIA EVIDENCE CO 

BASED'I PA;TE' E ISION ANALYSIS METCO0OLorQy IMPLEf NT I ARICJ TRLRFR OII 
DEIVELOPE !YTE THIRD 3CFLO HUNGER ,TUDI, I E., 
'ULTI-A4URjBUIE UT ILITY THEO0f IIAUT); AND THAT THIS IB. IF FOOD FOR PROGRESS PR0GR AMS1 FEASIBLE THiE 
METHOOLOG AUU EEUEO TOiELF DETERMlINE 'THOSE 0LICY1'~ ~ j> FOL LOW~IG INFORMIATION 

NSD155 REQUIRES COUNTRY EE OF POLITICA~~ T: TO ;USTAIN AND/OR 

.4I
LBE RECUIRED: 
CHjANGES WTHI A COUNrRY 000D WILL~TO'4HICj FOR PROGRE3, 


VBE TARGETED AS 01 lIS P9JIE$TFORCHIGE, 'BRIEF~ C$FOOD FORP;OIFEZSS PIOGR4M 0FVELOP: TNT QC IEN'T4TIOt, 

r'"~ 

4 USING MAUTpIS AN IOCALSTARTING INTHE ANALISISPOIINT 

COUNT~iES rPOTENTIAL'' OFW~HICH$ BECOME FOODFORPROGRESS 

RECIPIENTS. 


<THEMETHODOLOGY BY,AGENCY ANDBEGINS AGREEMENMT 
AS NEITO,41 OX UBR(-101 TO PO'ENTIAL',FOOO

~FOR'PROGRESS,REC 'INOE,",NUBR RPRE DENIFI EN%~'I THIS_ IS 
s"'~ 'ThIEjXT~I IT,T0WHICH AGENCIES ."BELIEVE IA,IIVEII COUNTRY, 

ARE CONVERTED AND~TIIEINDEX NUIIIERS TOPERCENTAGES' 
,,,,, IIL~IPIED Y A WEIGHT, FRO11,O20 PERCENT,. ASZ.IGNED, BY"" 

THE:INTER-AGENCYGROUP, OOINE ORII3FE CRITERIO%.' ~ 
AG~AIGCRITERION PRCDOUCS, FOR EACH COUNTRY,' ITS 

IIAUTRANHING, THE WEIGHTSARE<'~,, 2~~~" 

' i "'<','~ ''i , 22' 

'20 PERCENT OFOP NON-EMERGENCY,AIDNEEDE FOOD 2" 
20:PERCENT - il-COUNTRY. CAPACI TYTO CARRY OUT22, 1"' ~'2~'AGRICULTURAL MIARKETREFORMl M10VEMENT TOWARDAID 

S AGRICULTURE. e' ' ",,''",, "" "''" 
2 '"'-10PRCENT 'TENTIAL FORECOOMICGROWTH, TRAD 

AOOHRDONOR FINMANC 'INMG.'<"' 
OTHPERCNA.D . ISSION .CAPACITY."~~",~* 

ASJGNING EIGITS V~ILLOF NECESSITY BCA FLECXIBLE ,7"~" 

PROCESSAS CIRCUMISTANCESCHANGE. ~ " ' 
IN ADDITION TOH1AUT, " COSDRAIN ALSO' 
'INFLUECE CECOUMTRSELECT '',, 

PO ICY,~2 

ION. 

1I11 PROGRAMI REQUIRED'1AND ACTIOaN 

A . ... FO EAOE.E STNEXTSTE CABLE 
WASHINGTON ASAP CC1M1CNTS/VIEW^, 4S TOTHE 

* .. ~PROGRES3'FIR.T WOULDPROGRAMI., VHINGTO'l APRECIATE74 
MISSION IEC1JOllISELECTION OF YCURCOUhTRY'FOP THIS'~ 

* ~~IM~PORTANT'RE:IOENTI.AUTHESE'VIE$S ''INI1TIATIVC. SHIOULD 

W-HEr8RYUA HVS~ADDRESS EEW IIGOtPSISEL ED TION OF 
YOURCO'J1,FY AS A PO ENIIALLY"SUCCE,;FUL A-DPEPFRCRE 

' 

' 

REQUESTED COHCULOI 40.F;C9K J~~54U0B~R~ 

FARLESS DETAILED THANT~ E :E FCt TITLE 11 
r ~ I IS~HAS~SETQTE~E.f~E 

ISO SESET FTE";:-)INE 
AGR(CIkLURMJI L Z) 1 D03EFC1Lo_CY.±4 _.SUFVUEQAORl 

<'~COULD" HAVE410 I~T SI1 BUT 0, _OEIE EFFECTJ _11TTULIMIED 
ORMIORE FOLLOWII.IO: PR~O3UCTION,OFTHE AGRICLLTUR,41 

PRICED, )MR ETIIG, OD14R UTIOI, ETC. THI A^,SESSl1EHT 
''" 'SHOULD REFLECT, IF AVAILABLE, IRD/1-F OFFICIAL AIN0 
2i~ INFORM1ALV IE'POIIITS4Y. < . ' 

M1ISSION SH0'JL ITYPE OF 
COMMODITY <~ 

'V 2. RLOIJCST ANDAIIOUNT 
RECUIRED;O. 


'''44 

--~3.BEtLIION SE?.g ABOVE),1,%IFORI4ATION 1 0 

A,0ES CRI PTI1 OF EBE IhE FIC; ARIE 01 THEYWAOULD 
BU2>"ENEFIT; 

4"2
 
S ,POLICY ?ERrOFrANCE. EHCItlAR S/T$IMET4BLE.,<AN0 

MO~ ?IFCEOU ~NITORISci/EVALU~iTICfl ES.~ 

-- 6 ESIAE TIM FRM ORCM2'IGNEOIATI 
1 '2 JEFRNOmND co~tl~oolTY C EF FAND.SIITAREEIMENT,w 'CHIFMEIT. CEG 

19&6 PROS8AlM3 hiIiL':EBE1'IFEO IPI:ER,1ECTION 116 IFTHE 
AG"'hRALCTO 1 , ,9SIAilDDCCINUFiG~ 

ARRAN6M~IS' GUIANCE AISFORTHCO,4I!I~fOPI.!L3 YEA 
;32i, RGAI NCVIGIL 

AGREIN ISIFOR FOODDFoqPIAGREFS ROj;:AMS U!Iill SEC ui7" ' 
'"'" 416,.COIINODITIES MUST fR IORj0,SEPTEME~ 0,.BES ICND E 

BUT UNLlj(,PL,,430TITLE I, CO11ODI Y SHfIIEtitS DO NOT 
'2.,,~ HAVE BYS'EPTEI1BER4'30,TO TAKE PLACE 


"7. -- ARRIVE MORO;;
PROPOSAL SHOULD N4LT 12, 
''" '" " 

C.' .41SS I NS 4RE INV ITED TOCOM.lIENT SECTIONSOH OTHER 
"' 'OF'THIS MIESSAGEAS APPROPRI ATE' SHULTZ 

3<''f"> ~ 3
 

~>~
 

<< '~"", 

.>,,"22""2"" 

4 2'' ><V"' < '")"'
 

'I *" ""' 4
 
~ ~ 

' :~~;"~~ 

>, ,. 

YUCOUNiTRY ELECTIONiRTEI'qOWATI FIES 
DEFINED, ABOVE,IE., EIlBASSY/5 I D LATE'T ANAL 1 ,O 

CA,RATHERTHANQUOE 'FORDONORSt*l T- ~ 
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Dairy Link
 
(FY 1986, Appropriations Act, Obey Amendment)
 

FY 1987 Appropriation Act
 

Intent: This program is intended 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 availal'Ie to U.S. and/or local
 
Private Voluntary Organizations (PVOs) and cooperatives, and
 
private enterprises.
 

Description: Funding - The FY 1986 Continuing Resolution
 
TC.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-Holling s 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, well as
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 0' Lakes to assist indigenous groups develop projects

which use surplus dairy products. Under this project, Land 0'
 
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. In 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.
 



- 2 -


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 0' 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 techaical 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 0' Lakes for appropriate follow-up. Land 0' Lakes will
 
provide the necessary design and technical assistance necessary
 
to implement the project.
 

Citations: Appropriations Acts of 1986, 1987
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SUBJECT: NEW INITIATIVE FOR LINKING DA FUNDS WITH TITLE 

11/416 DAIRY PRODUCTS 


(1) SUMMARY.AID POSTS ARE INVITED TOSUBMIT PROPOSALS
 
FORFINANCING NEWDEVELOPMENT THAT UTILIZE
PROJECTS WILL 
SURPLUS U.S. DAIRY PRODUCTS IN DEVELOPING COUNTRIES. 

THE FY 1916 FOREIGN ASSISTANCE APPROPRIATIONS ACT 

PROVIDES THATNOTLESS THANS MILLION DOLLARS BE USED
 
FORTHIS PURPOSE.THESEFUNDSAREAPPROPRIATED FORFY 

1986 ONLY. POSTS SHOULDUSE THE GUIDELINES CONTAINED IN 

THIS CABLE TO DISCUSS POTENTIAL PROJECTS WITH PVO'S, 

COOPERATIVES AND LOCAL ENTERPRISES IN THE HOST COUNTRY 

ANDCABLEPRELIMINARY PROPOSALS BYAPRIL 25. END 

SUMMARY. 

THEFY(2) BACKGROUND. 1986 APPROPRIATIONS ACT 
PROVIDES THATNOTLESS THANS,811,991 DOLLARS Of 

DEVELOPMENT ASSISTANCE FUNDSBE UTILIZED FORNEW 

DEVELOPMENT PROJECTS OF PRIVATE ENTITIES AND 
COOPERATIVES UTILIZING SURPLUSDAIRY PRODUCTS (OBEY 
AMENDIIENT). THE INTENT OF THE LEGISLATION IS THAT 
A. I.D. FUNDNEWPROJECTS. THAT UTILIZE PLABI ANDSECTION 
416 DAIRY COMMODITIES TO BOOST MILK AND DAIRY PRODUCT 


CONSUMPTION, TO HELP BUILD MARKETSFOR U.S. DAIRY 
PRODUCTS, AND TO STRENGTHEN AGRICULTURAL DEVELOPMENT 
EFFORTS. THE HOUSE APPROPRIATIONS COMMITTEE ONREPORT 
THIS BILL DIEW SPECIAL ATTENTION TO THE COOPERATIVE 
LEAGUE'S PROJECT.WITHTHE NATIONAL DAIRY DEVELOPMENT 
BOARD IN INDIA AND THE LAND O'LAKES fROJECT WITH THE 
JAMAICA AGRICULTURAL DEVELOPMENT BOTHOFFOUNDATION, 
WHICH USED DAIRY PRODUCTS THEPL40UNDER FOOD FOR PEACE 
AUTHORITY FORDAIRY DEVELOPMENT. (INFORMATION ON THESE 
PROJECTS ISAVAILABLE FROM FVA/FFP/III). MAKING 

ALLOWANCE FOR REOUIRED REDUCTIONS DUETO THE 
GRAMM-RUDAN-HOLLINGS ACT, THIS EARMARKING IS REDUCED BY 
4.3 PERCENT, THEREBY RESULTING INA MINIMUM AMOUNT OF 

4,785,9H DOLLARS. OF THIS AMOUNI,2,DtlP,UIR DOLLARS 
HAS BEEN ALLOCATED FOR CENTRAL AMERICA, LEAVING THE 


STATE 091041. 	 TI990.9514 AIDBBD
 
A AIICI AVAILIL [ FOLPRO,iRI.MlhIi 11ORLOIIVE. tilE'E F IID. 
LEMAIN AVAILAILE FOR(8OL1IAI ,LPIEMBER :,D, 11L.ION U1IL 


13) SOURCEOf SURPLII'DAIRY PRODULTS. DiRY
 
COMMODI1IE ShOULOE[ PRO4RI,.IIED III ACCORCIANCE
WITH 
ESIAOLIMAEO PROCEDURE II ANIDS FOR 1480 TITLE SECTION
 
416 OF THEAGRICLLTUI:AL ACTOF 1949, AS AIIENDED.
 
SUBSTANTIAL REVISIONR.WERLnADETOTHIS LEGISLATION IN
 
THE RECENTLY PASSED FARM BILL iFOOU SECURITY ACT OF
 

19 1 5 ) . P E N D IN G ISS UAN C E O F R E V IS E D G U ID ANCE F OR
 
PROGRAMMING SURPLUS DAIRY PRODUCTS IN ACCORDANCE WITH
 
THE NEW LEGISLATIAE PROVISIONS, REGULATION If AND OTHER
 
CURRENT A.1.0.GUIDELINES SHOULD BE USED.
 

(14)TYPES OF DAIRY COMOOITIES AVAILABLE FOR USE. NON
 
FAT DRY MILK INFOD)AND CHEESE GENERALLY CAN BE EXPECTED
 
TO BE AVAILABLE. LIMITED AMOUNTS OF BUTTER, BUTTEROIL
 
ANDULTRA-HIGH TEMPERATURE ALSOMAY BE
IUNTIMILK 
AVAILABLE FROM SURLPUS STOCKS FOR THIS PURPOSE. SINCE
 
LONG TERM AVAILABILITY OF SURPLUS STOCKS CANNOT EE
 
GUARANTEED, DELIVERY PROPOSALS SHOULD BE DESIGNED ON A
 
SHORT TERM BASIS, GENERALLY NOT TO EXCEED ONE YEAR IN
 
DURATION. MONETIZATION OF THE DAIRY PRODUCTS IN
 
ASSOCIATION WITH THEIR DELIVERY CAN BE CONSIDERED ON A
 
CASE-BY-CASE BASIS ONLY.
 

(5) TYPES OFPROJECTS COSTSENVISAGED. OF
 
COMPLEMENTARY INPUTS TO STRENGTHEN THE DEVELOPMENT
 
IMPACT OF DELIVERING DAIRY PRCDUCTS TO NEEDY POPULATIONS
 
SHOULD BE CONSIDERED FOR FUNDING UNDER THIS EARMARKING.
 
THIS CAN INCLUDE SCHOOL FEEDING, MOTNER-CHILD HEALTH AND
 
FOOD FORWORKPROJECTS IF THEIR OBJECTIVES AREGENERALLY
 
FOCUSEDON AGRICULTURAL DEVELOPMENT.
STORAGE COSTS,
 
VERICLES OR OTHER CAPITAL INPUTS CAN BE CONSIDERED, IF
 

APPROPIRIATE TO OVERALL A.I.D. OBJECTIVES IN THE
 
COUNTRY. TECHNICAL ASSISTANCE FOR LOGISTICS,
 
ADMINISTRATION AND NUTRITIONAL ASPECTS CAN BE INCLUDED.
 

r4I) FUNDING . SINCE THEFUNDS AW FACTCANBE INCLUDED
 
YEAR ONLY, PROJECTS SHOULD BEDESIGNED FORLIFE OF
 
PROJECT FINANCING. THREEYEARS NORIALLY ShOULD BE THE
 
HAXIMIU LIFE OF PROJECT ENVISAGED. FINANCING SHOULDBE
 
LIMITED TO CAPITAL EXPENSES, TECHNICAL ASSISTANCE,
 
TRAINING ANDSTART-UP COSTS. NOOPERATING COSTSWILL BE
 
FINANKEDBEYONDTHEFIRST YEAR. OTHER SOURCES Or
 
FIHANCIN RECURRING COSTSSNOULDBE IDENTIFIED.
OPERATING 

SNOmIJ IDENTIFIED
D BE 
(7) IENEFICIARIE) . )IHLRE MUS Of DE OTI -
POSITIVE AND LASTING EFFECT, PREFERABLY"IN TERMS OF BOTH 
INCREASED INCOMEANDNUTRITION, ONA SIGNIFICANT NUMBER 
OF POO RECIPIENTS. 

(I) PRIVATE ENTITIES. U.S. AN/OR LOCAL PRIVATE AND
 
VOLUNBTARYAGENCIES, COOPERATIVES AND PRIVATE ENTERPRISES
 
SHOULDBE CONSIDERED AUNTS. FVA BUREAU
AS IMPLEMENTING 

WILL BE PROVIDING TO SELECTED 
THESEGUIDELINES U.S. 
PRIVATE AND VOLUNTARY AGENCIES AND COOPERATIVES TO
 
SOLICIT THEIR PROJECT PROPOSALS. FIELD POSTS SHOULD
 
CONSULTWITH LOCALREPRESENTATIVE OF U.S. ORGANIZATIONS
 
An VITH LOCALENTITIES ASDEEMED APPROPRIATE.
 

CABLE PRELIMINARY 
SLUGGEDFOR FVA/FFP ANDREGIONAL AS SOON 
I) ACTION. POSTSSHOUILD PROPOSALS 

BUREAUS AS 
PROSPECTIVE PROJECTS BUT IN ND CASE ARE IDENTIFIED, 
LATER THANAPRIL 21. REGIONAL ANDFVA/FFPBUREAUS WILL 
PROVIDE ADDITIONAL GUIDANCE REGARDING PROJECT
 
DOCUMENTATION AS NEEDED,TOENSURER1EQUIREMENIS, THAT 
SOUNDPROPOSALS RECEIVE FULLCONSIDERATION FORFYI1BS 
FUNDING. WHITEKEAD 
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FARMER TO FARMER PROGRAM
 
P L 480, Section 406
 

Intent: To send U.S. farmers to selected developing countries
 
to share technical information and forge personal contacts.
 

Description: Section 1107 of the Food Security Bill (Bereuter
 
Amen ment) 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 quality 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.I.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.
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JUL T1986 
ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR, FVA
 

FROM : FFP/C, Thomas H. Reese, III
 

SUBJECT: Project Authorization for the armer-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 end 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 Volunteers 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, lB ­

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 1: that you authorize the project.
 

Approved:,.
 

Disapproved:__
 

Date:_______
 

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.
 

Disapproved:
 

Date:__
 

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. Dwyre1I Qj 
FVA/FFP/II : W. PearsonS, 
FVA/FFP/POD: J. Markunag l 
FVA/DD/PPE : L. Stamber/7 
PPC/PB/CPA : L. Tanner i (draft) ] 
GC/CP : C. Stephenson(draft) -1 

/PU 



PL 480 LEGISLATION ON IMMUNIZATIONS
 

Section 1112 of the Food Security Act of 1985
 

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
 
a ready 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. is encouraging USAIDs to
 
inform counterpart 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 generateo 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 fcr these uses of PL 480 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.l.D.'s
 
annual report to Congress (Section 634 of the Foreign
 
Assistance Act). This will include information on
 
contributions 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 11
 
Title II: Section 206 (7 USC 1926)
 
Title III: Section 301
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ORIGIN AID-O ADDED TO THE JT1 'ELFHELP MEASURE WHICH SHOULD NOW 

-------.-.------------------------------------I..................... 
INFO RED-01 /001 A6 

READ QUOTE CARRYING OUT PROGRAMS TO IMPROVE THE 1lEA.II 
OF THE RURAL POOR INCLUDING IMMUNIZATIONI UNQUOTE. 

-----------------------------------------------------
ORIGIN OFFICE FVPP-S1 
INFO AAAF-52 AFCO-02 AFEA-03 AFSA-03 AFRA-03 AFFW-04 AFCW-03 

C) SECTION 206 (7USC 1726) TITLE I1: QUOTE HEALTI 
PROGRAMS AND PROJECTS INCLUDING IMUNIZATION OF CHI.IIREN 

AFOP-SO SEOP-01 FPA-02 ANDP-03 SERP-0l AALA-SI LACE-03 UNQUOTE IS ADDED AS CI UNDER THE SECTION DESCRIBING "IIE 
LASA-03 LACO-01 LADP-04 FVA-S1 SECS-02 AMAD-SI SETN-Ol USES OF CURRENCIES GENERATED. 
PDPR-SI PPPB-02 GC-El PPEA-SI GCFL-01 STHE-01 STN-53 
STPO-0I SAST-Ol FFP-O9 POP-S4 HHS-O9 ES-0I ANME-03 0) SECTION 301 (8)TITLE III: IN THE SECTION DESCRIII!NG 
OMB-02 RELO-S1 TELE-01 LACA-03 ANEA-A2 ANEG-S2 ANAA-S1 USES OF THIS ASSISTANCE QUOTE INCLUDING IMMUNIZATIOI OF 
ANSA-52 /193 AG CHILDREN UNQUOTE IS ADDEDAFTER HEALTH SERVICES. TIl: 

-----------------------------.---.------------.-------.--- ...----
INFO LOG-O CUR-SO AF-S EB-S8 10-17 NEA-07 ARA-O 

SENTENCE SHOULD READ QUOTE ASSISTANCE UNDER THIS TITLIE 
SHOULD BE USED FOR PROGRAMS OF ...HEALTH SERVICES 

EAP-O0 /032 R (INCLUDING IMMUNIZATIONS OF CHILOREN)...UNQUOTE. 

DRAFTED BY: AID/FVA/PPE:H. SUNIN:AW:220SE 
APPROVED BY: AID/FVA/PPE:L STAMBERG 

2. BASED ON THESE AMENDMENTS, AID/W ENCOURAGES USAIIIS 
TO INFORM COUNTERPART GOVERNMENT AND PRIVATE 

AID/GC:R LESTER (SUBS) AID/FVA/FFP:S FRENCH (DRAFT) 
AID/FVA/FFP:T REESE (DRAFT) AID/FVA/FFP:W PEARSON (DRAFT) 

ORGANIZATIONS THAT (I1IIMlUNIZATION PROGRAMS ARE 
CONSIDERED IMPORTANT TITLE I/TITLE IIISELF-HELP 

AID/PPC/EA: J MUDGE (PHONE) AID/ES: G JOE 
AID/LAC/OP:H JOHNSON (PHONE) AID/PPC:T O'KEEFE (PHONE 

ACTIVITIES WITHIN THE HEALTH SECTOR; (2)206 TITLE I 
CURRENCIES GENERATED CAN EE USED TO SUPPORT HEALTH 

ANE/DP:BSIOMAN(PHONE) PROGRAMS AND PROJECTS INCLUDING IMMUNIZATIONS. IN 
AID/AFR/OP:JPATTERSON ADDITION, IN ORDER TO INCREASE IMUNIZATION COVERAGE 
AID/S AND T/H:PJOHNSON PER REF. A, USAIDS MAY WANT TO CONSIDER USING TITLE 

-----------------337757 241855Z /38 
R 241852Z JUL 86 ZEX 

AND TITLE IIIPROCEEDS TO SUPPORT IMMUNIZATION 
ACTIVITIES, TO THE EXTENT USES ARE CONSISTENT WITH 

FM SECSTATE WASHOC APPROVED COUNTRY STRATEGIES. 
TO AID WORLDWIDE 

UNCLAS STATE 232558 
3. REF. B DISCUSSES SPECIFICALLY WAYS THAT PL 48 
RESOURCES AND PROGRAMS CAN BE LINKED TO CHILD SURVI,IL 

AIDAC 
ACTIVITIES. GIVEN THE NEW LEGISLATION, WE ENCOURAGE 
WHENEVER POSSIBLE, THAT HEALTH PROGRAMS SUPPORTED WI'II 

E.O. 12356: N/A 
PL 480 RESOURCES INCLUDE IMMUNIZATION ACTIVITIES I.-* 
OPT. MEASLES, TETANUS TOXOID. 

TAGS: N/A 
SUBJECT: PL 480 NEW LEGISLATION ON IMMUNIZATIONS 4. FOR BASELINE AND PLANNING PURPOSES, AID/W REOUE;"; 

REF: A) STATE 09765, B) STATE 391920 
THAT USAIDS USING PL 40 RESOURCES FOR IMMUNIZATIONS 
ADVISE NO LATER THAN AUGUST I ON I) FY 86 SELF-HEL' 

SUMMARY: NEW PL 480 LEGISLATION EMPHASIZES IMMUNIZATION MEASURES UNDER TITLE I AND 111 SUPPORTING IMMUNIZATIOlS, 
PROGRAMS UNDER TITLE I AND IIIHEALTH SELF-HELP MEASURES (2)LEVELS OF GENERATED CURRENCIES UNDER TITLES I, I 
AND ALSO ADDS HEALTH PROGRAMS AND PROJECTS INCLUDING (206)AND III IN FY 86 GOING INTO IMMUNIZATION 
IMMUNIZATION FOR TITLE II 206 CURRENCY SUPPORT, THIS ACTIVITIES. INFORMATION SHOULD INCLUDE TITLE OF 
MESSAGE DISCUSSES RECOMMENDED FOLLOW-UP TO AND REPORTING PROJECT, LEVEL OF FUNDING, PROJECT DBJECTIVESINCLUOIIG 
REQUIREMENTS FOR THIS NEW LEGISLATION. TARGET POPULATION TO BE IMMUNIZED; 3) TITLE II 

ACTIVITIES LINKED TO IMMUNIZATIONS, I.E.,LOGISTICS 
1. THE AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE SUPPORT INITIATIVES. INFORMATION SHOULD INCLUDE 
ACT OF 1954 HAS BEEN AMENDED TO INCLUDE: DESCRIPTION OF PROGRAM AND ROLE OF TITLE II, (4)IN 

A) SECTION 1112 OF THE FOOD SECURITY ACT OF 1985 READS: 
ADDITION TO INFORMATION ON PL 480 IMMUNIZATION SUPPIIT, 
PLEASE ADVISE ON PL 480 SUPPORT TO OTHER CHILD SURVI'IIL 

...QUOTE IN THE IMPLEMENTATION OF HEALTH PROGRAMS PROGRAMS, PER REF A, I.E.,ORT, FOCUSED NUTRITION 
UNDERTAKEN IN RELATION TO ASSISTANCE PROVIDED UNDER THE PACKAGE INCLUDING GROWTH MONITORING AND EDUCATION 01 
AGRICULTURAL TRADE DEVELOPMENT AND ASSISTANCE ACT OF PROPER MATERNAL AND CHILD FEEDING PRACTICES, AND 81'll 
1954, IT SHALL BE THE GOAL OF THE ORGANIZATIONS AND 
AGENCIES INVOLVED TO PROVIDE AS MANY ADDITIONAL 

SPACING. INFORMATION SHOULD INCLUDE: TITLE OF PROJEIT, 
PROJECT OBJECTIVE, DESCRIPTION OF PL 4D SUPPORT AN) 

IMMUNIZATIONS OF CHILDREN AS POSSIBLE. SUCH INCREASED FUNDING CONTRIBUTION. THIS IS A ONE TIME ONLY REPOII" 
IMMUNIZATION ACTIVITIES SHOULD BE TAKEN IN COORDINATION FOR PLANNING AND BASELINE PURPOSES. 
WITH SIMILAR EFFORTS OF OTHER ORGANIZATIONS AND IN 

KEEPING WITH ANY NATIONAL PLANS FOR EXPANDED PROGRAMS OF 
B. FOR FUTURE YEARS, AID/W PLANS TO INCORPORATE 
REPORTING INFORMATION REQUIRED BY THE NEW LEGISLATI,-11 

IMMUNIZATION. THE PRESIDENT SHALL INCLUDE INFORMATION INTO AID ONGOING REPORTING SYSTEMS. AID ISREQUIRE!) '0 
CONCERNING SUCH IMMUNIZATION ACTIVITIES IN ThE ANNUAL REPORT ANNUALLY TO CONGRESS ON PL 400 TITLES I, II 11111 
REPORTS REQUIRED BY SECTION 634 OF THE FOREIGN IIICONTRIBUTIONS SPECIFICALLY TO IMMUNIZATION PROG,,IIIS 
ASSISTANCE ACT OF 1961, INCLUDING A REPORT ON THE AND ESTIMATED NUMBER OF CHILDREN IMMUNIZED UNDER THI:;I: 
ESTIMATED NUMBER OF IMMUNIZATIONS PROVIDED EACH YEAR PROGRAMS ON A YEARLY BASIS. AIO/V WILL TRY TO 
PURSUANT TO THIS SUBSECTION. UNQUOTE. INCORPORATE THIS REGULAR REPORTING REQUIREMENT INTO 

B) SECTION 109, IPARAGRAPH 11) TITLE I SELF HELP 
ONGOING AGENCY INFORMATION SYSTEMS, I.E.,CHILD SUR IAL 
REPORTING SYSTEM, HEALTH PROJECT DATA BASE OR ABS Sl 'IS 

MEASURES: QUOTE INCLUDING IMMUNIZATIONS UNQUOTE IS TO REDUCE DUPLICATION AND EFFORT FOR USAIDS. WILL 
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NOTIFY USAIOS ASAP ABOUT SPECIFIC INSTRUCTIONS.
 

5. TECHNICAL ASSISTANCE MECHANISMS ARE AVAILABLE UNDER
 
S AND T/N, PRITECH AND REACH PROJECTS TO ASSIST WITH
 
DEVELOPMENT AND DESIGN OF PL 480 RELArEC CHILD SURVIVAL
 
AND IMUNIZATION 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.
 

Because of the special budget supplemental curing the
 
emergency, the U.S. was able to cover a large share of these
 
,.osts. NoA in the face of budget cuts and higher minimum
 
tonnage 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
 
i,,npssible 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;
 

o 	 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: PVOs 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 incluOe detailed justifications. These
 
will be reviewed on the basis of need, resource availability,
 
and viability of the program.
 

Citations: Congressional Continuing Resolution, 1985
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LOCAL CURRENCY LENDING PROGRAM
 

Section 106/108/Title I; Section 1111 Food Security Act of 1985
 

INTENT:
 

Section 108:
 

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 intermediate financial
 

in turn, lend it to the private sector.
institutions (IFIs) who, 


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
 
aidAinistered 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
 

the U.S. makes loans to an IFI and the IFI, in turn,
process: 

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
 

world-wide
consideration all these requests and allocates the 

108 budget accordingly. In short, the running of the program
 

is given over almost entirely in the field.
 

A major point of additional interest: PVOs and co-ops are
 

IFIs, and can be given grants for start-up
eligible to be 

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.
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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, ano have
 
"significant local" ownership.
 

Citations: State cable 369870; State cable 259310; 
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: Tunisia
 

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
 
Societe Tunislenne de Banque (STB). Section 108 amendment
 
must be signed and funds must be deposited no later than
 
January 23 to meet deadline 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's thus far identified: Credit Foncler et Commercial de
 
Tunisle (CFCT) and Banque de Tunisie (BT)--both of which are
 
100% privately owned. CFCT is wholly Tunisian-owned; BT has
 
45% non-Tunisian participation. Focus of sublending: small
 
agricultural co-ops and agro-businesses.
 

Comments: One maor Issue remains unresolved, i.e., the
 
exclusion of lending under this program for agricultural
 
commodities competitive with U.S. Producers.
 
Resolution needed prior to January 23 signing deadline.
 

Also, given prototypical 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.
 

Fiscal Year 1987 Fundina
 

C Sri Lanka
 

Amount: $1.2 million
 

Status of Funcls. Current plans call for establishment of
 
U.S.Embassy Interest-bearing account around March 31,1987
 
(but no later than 120 days after lifting of commodities
 
shipped under FY 1987 agreement). IPG indicates that
 
American Express and Citibank have branches in Sri Lanka.
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Sri Lanka (continued)
 

IFI's thus far identified: none
 

Comments: Funds reserved in FY 1987 basic Title I
 
agreement. Section 108 allocation amounts to 10% of $12
 
million FY 87 sales contract for wheat. Uses for local
 
currency under Section 108 to be developed by
 
In-Country-Policy 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: $7 million
 

Status of Funds: 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 lays after
 
lifting of commodities under this agreement. IPG indicated
 
US depository bank is Citibank/Kingston
 

IFI's thus far identified: IPG has discussed matter
 
informally with Jamaican Agricultural Development
 
Foundation. No formal action has been taken, IPG process
 
still in planning phase.
 

Comments: 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
 

Status of Funds: 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 lifting 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
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Costa Rica (continued)
 

agricultural commodities, DCC decision on commodity
 
prohibition 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 Funds: N/A
 

IFIs Thus Far Identified: None
 

Comments: 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 considerable recent experience in working
 
with private sector IFIs. E.G., local currency fund for
 
',rrustrlal reactivization has provided over $7 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 Funds: N/A
 

IFIs Thus far Identified: IPG is reviewing preliminary,
 
unsolicited proposal from private banking group in Santo
 
Domingo. No decisions made.
 

Corments: 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 $30 million. NOTE: the USG/DR
 
have jointly programmed over $200 million In local currency
 
in the last few years. (CBI authorizing legislation
 
required 80% joint funding of Economic Support Fund
 
generations). Thus concepts of Sections 106/108 are
 
well-understood.
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Country: Philippines
 

Amount: $3 million - $5 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 unallocated FY 87
 
Title I program. The IPG's initial reaction 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 participation by US corporations doing business In
 
Philippines. Washington has suggested that 
interested US
 
banks, PVOs and co-ops with Interest in operating a Section
 
106/108 activity in the Philippines 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 $15 
million; additional
 
funding for this year Is under considerion).
 

Status of Funds: N/A
 

IFIs Thus Far Identified: Fomally, none. Discussions to
 
this point, however, have included consideration of Section
 
106/108 funding for existing co-ops which US has been
 
funding under Title I self-help.
 

Comments: IPG has expressed serious reservations regarding

the attractiveness of te Section 106/108 program to 
the
 
Indonesians (Jakarta 1084), 
and has asked Washington for a
 
reading of several technical issues regarding the
 
relaltlonship of 106/108 payments to the down payment and
 
currency use payment.
 

Country: Guyana
 

A Undetermined. FY 87 Title I progam level 
currently

at $600,000. DCC is working on amendment which, if
 
agreement is reached, could add significantly 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 limiting their participation to Section
 
106. IPG also indicated that PVOs have evidenced interest
 
in participating.
 

Country: Pakistan
 

Amount: To be determined. NOTE: Current FY 87 Title I
 
allocation is $50 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 Funds: N/A
 

Comment: IPG annticipates that four American banks In
 
Pakistan will be participants; IPG also Investigating
 
potential PVO Involvement, particularly role of building
 
societies.
 

Country: Kenya
 

Amount: To Be determined; FY 87 Title I allocation Is $8
 
million, but agreement has not been worked out.
 

Status of Funds: N/A
 

Comment: IPG concerned that Section 108 negotiations may
 
delay signing of regular FY 87 agreement. As 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
 
reserve; c) defer decision of Section 108 until FY 88
 
program.
 



LOUntr\': Morocco
 

Amount: To be determined' negotiating instructions have been
 
sent to Rabat for a $40 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
 

Comments: 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
 

Comments: Yeman is interested in doing a Section 108
 
program. There Is only one wholly-private bank, the
 
International Bank of Yeman (20% Bank of America). V>P>
 
Bush mentioned this program as part of his official 
remarks
 
In an April 1986 visit to Yeman. IPG estimates that $5
 
million program is a strong possibility.
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COMMENTS REGARDING OTHER TITLE I COUNTRIES
 

Bolivia. BanQladesh and-Bait'...the IPG in 
each country has
 express a general interest in 
the Section
 
106/ 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. EQypt. El Salvador. Honduras. SeneQal

.adgsc...IPGor Washington counterparts informally 
have
expressed a general interest in the concept, but this has
not yet led to the development of 
concrete proposals.
 

Ghana, Zaire...IPGs are.in agreement with general 
alms 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 year.
 

Sierra Leone...Section 
106 program operational; Section 
108
not seen as likely this year.
 

Liberia.Somalla.Sudan. Zambia...have not commented on

involvement in Section 106/10. 
 Need to follow-up.
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1. FOOD 3ECURITY ACT-OF 1985 CONTAINS SIGNIFICANT
 
AMENDMENI 0 ITLI I 0F P.L.
TO 4aO. 'ECTION 111101 Tilt 
ACT ZEEKS TO PROMOTE THE PRIVATE SECTOR AS ECONOMIC
 
DEVELOPMENT VEHICLE BY PERMITTING TITLE 
I RECIPIENTi TC
 
PURCHASE TITLE I COMMODITIES WITH LOCAL CURRENCY AIIOII
 
ALLOWING THESE CURFENCIES TOOE USED FOR PRIVATE
 
ENTERPRISE PROMOTION. THECONIRESS VIEW: THIS AS hNr
 
IMPORTANT PIECE ANDO
OFLEGISLATION SETSIMPLEMENTATIOl 
TARGETS WdICH THE ADMINISTRATION IS REOUIRED TO MEE!. IN
 

VIEW OF INCREASING ZCARCITY OF DEVELOPMENIT IORESOURCE3PRIVATE SECTOR PROGRAMS.SENIOR OFFICIAL: OF THEFIOD AID
 
SUBCOMMITTEE ALSO VIEW THIS AS AN IMPORTANT INITIATIVI:
 
AND URGE IOUR OVERkLL SUPPORT.
 

2. BELOW ARE DRAFT GUIDELINES DEVELOPED BY RESPONSIBI.E
 
INTERAGENCY TASK FORCE FOR 
THIS NEW INITIATIVE. NOTE
 

THESE 	GUIDELINES DECENTRALIZE DECISION-MAKING TO THE
 
FIELD 	 THROUGH COUTTRYAN ETPANOED TEAM,THEIN-COUHITR'/ 
POLICY GROUP 
(IP0) WHICH INCLUDES AID MISSION DIRECTOIT,
 
AGRICULTURAL COUIISELOR OR ATTACHE, ECONOMIC COUNSELOR 
 ND
 
OTHER EMBASSY REPRESENTATIVES FROM THE 0CC AGENCIES ANID
 
DEPARTMENTS.
 

3. ACTION REQUESTED: WOOLD APPRECIATE EXPANDED COUNTq'
 
TEAM REVIEW OF THESE DRAFT GUIDELINES. ANY QUESTIONS
 
ANO/OR COMMENTS WOULD BE APPRELIATED BY END JUNE.
 

4. INTERAGNCY TASK FORCE WILL PROVIDE FINAL GUIDELIINES
 
TO FIELD BY T1IDJULY.
 

S. THE GUIDELINES ARE AS FOLLOWS:
 

DRAFT 	16/10/361
 

GUIDELINES
 

FOR
 

SALES FOR LOCAL CURRENCIES
 

PRIVATE ENTERPRISE PROMOTION
 

UNDER 	PL 480 TITLE I
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I. INTRODUCTION AND SUMMARY 


ON DECEMBER 23, 1985, THE PRESIDENT SIGNED INTO LAW 

H.R. 2108,THE FOOD SECURITY ACT OF 1985 (THE QUOTE ACT 

UNQUOTE) IPL99-198). SECTION 1110OF THE 
ACT, TITLED 

QUOTE SALES FOR LOCAL CURRENCY; PRIVATE ENTERPRISE 

PROMOTION UTIQUOTE,
CONTAINS A NUMBER OF AMENDMENTS TO 

TITLE I, PL 480. THESE AMENDMENTS ARE VIEWED BY THE 

EXECUTIVE BRANCH AS A MAJOR INITIATIVE TO STIMULATE
 
PRIVATE ENTERPRISE IN DEVELOPING COUNTRIES TO PROMOTE 


ECONOMIC GROWTH AND DEVELOPMENT. SECTION 1111 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 AMENDMENTS 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 USED 

BY THE EXECUTIVE BRANCH TO 
IMPLEMENT THESE AMENDMENTS. 


II. THE AMENDMENTS 


A. GENERAL DESCRIPTION. SECTION 1111 OF THE ACi 

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)REWUIRING THAT SUCH LOCAL 

CURRENCY BE USED, WITHOUT FURTHER APPROPRIATIONS, FOR 

PRIVATE ENTERPRISE LENDING INDEVELOPING COUNTRIES. 

ALSO, SECTION 106 IS AMENDED TO PROVIDE THAT HOST 
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COUNTRV-OIIED LOXAL CURRENCY GElIEGHIED IN CUSTOfIIRY
 
TITLE I SALES ON OILAR CRIOIT TERMS BIEJOINTLY
 
PROGRAMMIED FOR TH '.AE PURPOSE.
 

ALL SUCH LOANS ARE TO BE MADE AND REPAID IN LOCA.
 
CURRENCY AND SHALL BE MADETO INTERMEDIATE FINANCIAL
 
INSTITUTIONS IFISI 
IN THE DEVELOPING COUNTRIES. TIN
 
IFIS, IN TURN, WILL RELEND THE LOCAL CURRENCY TO ELIG ILE
 

?RIVATELY-OWNED ENTEEPRISES OR 'V;VATE CIIZEIIS FOR
 
CERTAIN PRIVATE ElIT(RPRISE PROJECTS OR ACTIVITIES. :11110S
 
LOANEDBY IFiS ARENOT TOGEUSEDTOFi1ANCE ;TATE-O4IIED 
OR PUBLIC SECTOR ENTERPRISES. ,IORARE THE RESOURCES '0
 
BE DIRECTED TO ENTERPRISES THAT PRODUCE AGRICULTURE
 
PRODUCTS IN 'CMPETITION WITH U.S. PRODUCTS.
 

- THE STATUTE SEPAHATES THE LOCAL CURRENCY LENDIN
 

AUTIIORITIES INTO T.O CATEGORIES: 
 'A)PL 480, SECTIOi
 
1OG, WHICHDEALSWITHHOSTCOUNTRY-OWNEDLOCALCURREII:" 
GENERATED FROM THE COUNTRY'S RESALE OF TITLE I
 
COlMODITIES, AND (B)PL 480, SECTION 108, APPLYING TI)
 
LOCAL CURRENCY RECEIVED BY THE U.-. IN FULL CR PART
 
PAYMENT FOR THE TITLE I SALE AND DEPOSITED TO AllINTEREST
 
EARNING U.S.-OWNED ACCOUNT, INCASH, dElOR SHORTLY
 
AFTER THE TITLE I COMODITIES ARE DELIERED.
 

FOR EACH OF THE FISCAL YEARS 18 6 THROUGH 1990, AC
 
PRESIDENT IS ENCOURAGED TO CHANNEL LOCAL CURRENCIES, II
 
AN AMOUNT EQUIVALENT TO A TOTAL OF 25 PERCENT OF THE
 

VALUE OF TITLE I COMMODITIES, FOR PRIVATE SECTOR LEN) 1:3
 

UNDER SECTIONS 106 AND 108, TO THEEXTENT THAT THERE aTE
 
APPROPRIATE PPOPOSALS FOR SUCH USE. SECTION 101,AS
 
AMENDED, MANDATES THAT AT LEAST DO PERCENT OF THEANIIIIL
 
VALUE OF TITLE I COMMODITIES SHALL BE GOLD FOR LOCAL
 
CURRENCY FOR PRIVATE SECTOR LENDING UNDER SECTION 
101.
 

- iN PROVIDING FTR THESE VEW AIITHORITiES, THE
 
OIIFERECE REFORT RCCOGIIZT: 7HE wILL JF .CNG9E' TO
 

DIRECT FOREIGN ASSISTANCE YORE TOIARD THEPRIIATE

SECTOR. FURTHERMORE, THE CONFEREES STATE THAT THEY
 

INTEND TO JUDGE 
THE PERFORMIANCE OF THE ADMINISTRATIOI 'IF 
THESE AUTHORITIES ON THEQUALITY OF INVESTMENTS MADE
 
UNDER THE PROGRAM, AND NOT UPON THE VOLUME OF FUNDS
 
DIRECTED TO IFIS. THE CONFEREES STATE THAT THEY INT:IIU
 
THAT THE PERFORMANCE OF THESE AND OTHER PROGRAMS WITi
 
MANDATORY MINIMUMS OR TARGETS BE EXAMINED THOROUGHLY
 
DURING THE NEXT REAUTHORIZATION OF PL 480 IN 1990.
 

B. HOST COUNTRY-OWNED LOCAL CURRENCIES ISECTION IN)
 

SECTION 106 OF PL 480 PROVIDES FOR PRIVATE
 
ENTERPRISE PROMOTION ACTIVITIES UNDER SALES OF
 
AGRICULTURAL COMMODITIES FOR DOLLARS ON CREDIT TERMS
 
LOCAL CURRENCY PROCEEDS FROM THE 'ALES OF THESE
 
COMMODITIES ARE PLACED 
INQUOTE JOINTLY PROGRAMMED
 
ACCOUNTS UNQUOTE AND THEREAFTER LOANED t4 IFISFOR
 
RELENDING TO ELIGIBLE PRIVATE ENTERPRISES. IN THE CI:;I
 
OF A COOPERATIVE OR PRIVATE AND VOLUNTARY ORGANIZATI)II
 
LOCAL CURRENCY PROCEEDS MAY BE GRANTED TO DEFRAY THE
 
STARTUP COSTS OF BECOMING A FINANCIAL INTERMEDIARY.
 

- C. U.S.-OWNED LOCAL CURRENCIES (SECTION 108)
 

- UNDER SECTION l08, THE MAJOR PORTION OF THI; IIEW 
INITIATIVE, THE PRESIDENT IS AUTHORIZED TO ENTER INT) 
AGREEMENTS FOR THE SALE OF TITLE I COMMODITIES FOR L)I:,iL
 
CURRENCIES. THE LOCAL CURRENCIES SHALL BE PAID INTO i
 
U.s.-OWNEo DEPOSITORY ACCOUNT. THEREAFTER, OISBURSEIUrs
 
FROM THIS ACCOUNT SHALL BE MADE TO IFIS PURSUANT TO Till
 
TERMS OF LOAN AGREEMENTS BETWEEN THE U.S. AND IFIS.
 

UNJCL ASS IFIED
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FOR EACH OF FISCAL YEARS 1986 THROUGH 2990, THE 

ACT PROVIDES THAT NO LES. THAN 10PERCENT OF 
T1e 

AGGREGATE VALUE OF PL 480 TITLE I COMMODITIES IIALLBE 

SOLD FOR LOCAL CURRENCY FOR SECTION 108PURPOSES, 

PROVIDED THAT THIS REQUIREMIENT MAY BE WAIVED IN ANY YEAR
 
IN WHICH MEETING THE MINIMUM :OULD RESULT IN A 

SIGNIFICANT REDUCTION IN THE VOLUME 
OF COMMODITIES 

FURNISHED UNDER TITLE I. 


INCLUDED IN THE TITLE I SALES AGREEMENTS SHALL 

UE A SCHEDULE PERMITTING THE EVENTUAL CONVERSION OF THESE 

SECTION 108 CURRENCIES TO DOLLARS OVER AllINTENDED 10 TO 

30 YEAR PERIOD FOLLOWING DELIVERY OF THE COMrIOOITIES. 

THE RATES OF EXCH'.NGE FOR THE CONVERSIONS WILL BE THOSE
 
IN EFFECT AT THE TIME EACH CONVERSION TAKES PLACE. THE 

CONFERENCE REPORT EXPRESSLY RECOGNIZES THAT THEU.S. 

GOVERIIMENT MAY BEAR SOME ITFTHE FOREIGN EXCHANGE RISK. 


LOANISTO IFIS ARE TO BE MADE AT REASONABLE 


INTEREST RATES AS DETERMINED BY THE PRESIDENT.
 
GENERALLY, THESE WILL BE CONSISTENT WITH BUSINESS 

PRACTICES. HOWEVER, PREFERENTIAL RATES OF INTEREST MAY 

BE PROVIDED TO COOPERATIVES AND PRIVATE VOLUNTARY 

ORGANIZATIONS FOR STARTUP COSTS OF BECOMING A FINANCIAL 

INTERMEDIARY. 
LOCAL CURREICY GRANTS ARE ALSO AUTHORIZED 

TO THE FOREGOING TO HELP DEFRAY STARTUP COSTS OF BECOMING 

A FINANCIAL INTiRMEDIARY.
 

ONCE THE FINANCIAL INTERMEDIARIES BEGIN TO MAKE
 
REPAYMENTS OF 
THEIR LOANS TO THE UNITED STATES-OWNED 

DEPOSITORY ACCOUNT, THESE REFLOWS MAY BE: 
(A)RELOANED 

TO IFIS TO FINANCE ADDITIONAL PRIVATE INVESTMENT, (I) 

USED FOR AGRICULTURAL MARiIT DEVSLOPMENT, (C)USED, 

SUBJECT TO APPROPRIATIONS, TO PAY ANY U.S. OBLIGATIONS 

WITHIN THE RECIPIENT COUNTRY, OR (0)CONVERTED TO DOLLAAS. 


TO THE MAXIMUM EXTENT PRACTICABLE, AT LEAST i 

PERCENT OF THE LOCAL CURRENICIES OEPOSITED IN THE UNITED
 
STATES-OWNED OE

0
0SITORY ACCOUNTS SHALL BE USED TO PROVIDE 


AGRICULTURAL TECHNICAL ASSISTANCE, INCLUDING THE FUNDING 

OF MARKET DEVELOPMENT ACTIVITIES. (ADDITIONAL GUIDANCE 

FORTHCOMING.) 


- PROCUREMENT AND OTHER CONTRACTING REQUIREMENTS
 
NORMALLY APPLICABLE TO APPROPRIATED FUNES SHALL NOT APPLY 

TO SECTION 108 LOCAL CURRENCY USED FOR PRIVATE ENTERPRISE 

LENDING. 


STATOT'IIY HISTORY STATES THAT THE 
PROGRAM IS NOT 

INTENDED TO AFFLCT EXISTING CURRENCY USE PAYMENTS.
 

III.HOST COUNTRY SELECTION AND SUITABILITY 


- A. rENERAL POLICY. TO MEET THE DEVELOPMENT 
PURPOSES OF THE STATUTE, IT IS EXECUTIVE BRANCH POLICY TO 
ACTIVELY PROMOTE SECTION 106 AND SECTION 1B LENDING
 
PROGRAMS INAS MANY TITLE I COUNTRIES AS MAY BE 


PRACTICABLE. 


B. COUNTRY ALLOCATIUkS. TO FACILITATE EXECUTIVE 

BRANCH COMPLIANCE WITH ANNUAL STATUTORY LENOimS 
TARGETS 

AND (IFNECESSARY) r2RMPfA MORE RATIONAL ALLOCATION OF 

SECTION 106 SALES-FOR-IOCAL-CURRENCY AUTHORITY, EACH 

COUNTRY TEAM WILL BE REQUESTED, iNNUALLY, TO ESTIMATE THE 
ABILITY AND WILLINGNESS 1F THE COOPERATING COUNTRY r0 
NeGOTIATE SECTIONS 106 .,. 108 PRIVATE SECTOR LENDING 
PROVISIONS IN THE FOLLOWING YEAR'S TITLE I SALES
 
AGREEMENTS. REQUESTS FOR SUCH ESTIMATES WILL HELP 
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DETERMINE WHETHER A COUNTRY CAN BE EAPECILU TO I1TETiR 
EXCEED THE 25 PERCENT COMBINED :ECTIOIIS1l0 ADO 10B 
STATUTORY LENDING TARGET, UISED ON THE tIiSTCURRENT 
ilILE
 
I CSUNTRY BUOkET LEVILS, ANIDWHETHER A CLINTRY CAN "E1
 
OR EXCEED THE 10 PERCENT SECTION 108 LENDING rAHGLI.
 

- COUNTRY TEAM NIIOLEOGF OF LOCAL IF[ABSORPTIVE 
CAPACITY FOR LOCAL CURRENCY AS WELL AS COOPERATING
 
COUNTRY ATTITUDES TOWARO THIS PRIVATE ;E,;TORLEND-1G
 
PROGRAM WILL BE IMPORTANT III RESPOIIDING 1O SUCH AIIUAL
 
REQUESTS. HOWEVER, EVERY EFFORT SHOULD PIEMADE TO 4J,0ID
 
UNoDULY
RAISING PRIVATE SECTOR OR COUNTRY EIPECTATIONi FOR
 
SECTION 108 PROGRAM , DUE TO THE UNCERTAINTY OF TlE
 
OVERALL LEVEL OF SECTION LOGPROGRAMMING.
 

IT SHOULD BE NOTED THAT THE 25 PERCENT AND 10
 
PERCENT STATUTORY TARGETS ARE AGGREGATE iARGET LEVELS;
 
INDIVIDUAL COUNTRY LEVELS MAY BE HIGHER OR LOWER.
 
HOWEVER, COUNTRY TEAMS ARE ENCOURAGED TO SEEK WAYS T3 USE
 
THIS PRIVATE SECTOR APPROACH TO DEVELOPMENT.
 

- C. ELIGIBLE COUNTRIES. ALL COLIITRIES PARTICIPITING
 
,N ?ITLE I SALES PROGRAMS ARE ELIGIBLE FOR THIS PROGIAM.
 
PROGRAMS SHOULD BE DESIGNED IN A MANNER WHICH ENSURES
 
CONSISTENCY WITH OR COES 4UI UlDERCUT EFFORTS OF THE L.S.
 
GOVERNMENT OR INTER1NATIONAL FINANCIAL INSTITUTIONS T3
 
PROMOTE FINANCIAL SECTOR POLICY REFORM.
 

IV. PROGRAM DEVELOPMENT, REVIEW, AND APPROVAL PROCEILFES.
 

A. USES OF SECTION 106 AND LOB RESOURCES. SECTION
 
lE6 OR 198 PRIVATE ENTERPRISE PROMOTION PROGRAMS SHA.L BE
 
DEVELOPED AND IMPLEMENTED BY RESIDENT AID MISSIONS. IlIS
 
WILL BE IN THE CONTEXT OF THESE GUIDELINES AND GUIDE.IIIES
 
FOR THE TERMS OF THE LOANS TO IFIS ESTABLISHED BY TH: IN
 
COUNTRY POLICY GROUP (IPGI,CONSISTING or THE AID l3S1ON
 

DIRECTOR, AGRICULTURE ArTACiCE,
ECONIOMICOUNSELOR, ,I[

OTHER EMBASSY REPRESENTATIVES FROM THE OfHER -C. ASCICES
 

AND DEPARTMENTS. THE IPGALSO HAS THE AUTHORITY FOR TI.E
 
FINAL SELECTION OF THE IFIOR 
IFI'S. AID IS RESPONSIELE
 
FOR THE NEGOTIATIONS WITH THE IFIS. ON OPIC-RELATED
 
PROJECTS, OPIC WILL BE RESPONSISLE FOR THE NEGOTIATINS
 

WITH THE I1IS.
 

In THOSE COUNTRIES WHERE OPIC HAS RELEVANT
 
EX?2RIENCE AND COMPETENCE, THE IPGS ARE INSTRUCTED TI
 
TAKE THIS EXPERIENCE AND COMPETENCE INTO ACCOUNT FUL.I.
 

OPIC SHALL BE ADVICED INA TIMELY MANNER OF TITLE I
 
NEGOTIATIONS S0 IT CA; '.AKEPROPOSALS FOR IPG APPROVAL.
 

- PRIOR TO THE COMMENCEMENT OF THE TITLE I
 
NEGOTIATIONS, THE INTERAGENCY GROUP IN WASHINGTON SHALL
 
APPROVE THE LOCAL CURRENCY RESOURCES REQUESTED FOR 
SECTION 106 AND 108 USES, INCLUDING AMOUIITS TO BE 
ALLOCATED ON A GRANT BASIS. 

B. USES OF REFLOWS UNDER SECTION 108. LOCAL
 

CURRENCY REPAID BY IFIS TO THE U.S. MAY BE REUSED FO0
 
ADDITIONAL PRIVATE ENTERPRISE LENDING TO IFIS, THE
 

DEVELOPMENT OF NEW MARKETS FOR US AGRICULT.RAL
 
COMMOIITIES, THE REPAYMENT OF U.S. OBLIGATIONS (SUBJ.CT
 
TO APPROPRIATIONS), OR CONVERSION TO DOLLARS. 
THE
 
INTERAGENCY GROUP SHALL CONSIDER, AND APPROVE AS MAY BE
 
NECESSARY, PROPOSALS FOR THE USE OF REFLOWS ON THE
 
RECOMMENDATIONS OF THE IPGS.
 

V. PROGRAM ;MPLEMENTATION PROCEDURES
 

A. AGRE1PENTS. AS PROVIDED 'OR INNEGOTIATING
 

JNCLASS IFIED
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INSTRUCIION , TITLE I SALEL AGREEMIENTS WILL SLCURE 

COOPERATING COUNTRY SUPPORT 
IN GENERAL FOR PLAiNED OR 

ANTICIPATED SECTIO!4 1O AND 
108 ACTIVITIES. 


ONCE A SECTION 108DESIGNATED 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. AID (AND, AS A PROPRIATE, OPICI SHALL BE THE 

IMPLEMENTING AGENCIES FOR LOANS At4D
GRAN4TSTO IFIS. USDA
 
SHALL BE THE IMPLEMENTING AGENCY FOR TECHNICAL 
ASSISTANCE 

ACTIVITIES TO INCREASE MARKETS FOR 
U.S. AGRICULTURAL 

COMMODITIES. 


- B. METHOD FOR HOST COUNTRY DEPOSITS OF LOCAL 

CURRENCY INTO THE SECTION 108 USG-OWIED ACCOUNT. THE 

TITLE .1AGREEMENT PAYMENT TERMS MAY BE EXPRESSED IN LOCAL 

CURRENCY TERMS, OR IN A COHBINATION OF DOLLAR CREDIT AND 


LOCAL CURRENCY TERMS. 
 INTHE LATTER CASE, A SPECIFIED
 
PORTION OF THE COMMODITIES SHALI BE PURCHASED FOR DOLLARS 

ON CREDIT TERMS AND A PORTION SHALL B2 PURCHASED FOR 

LOCAL CURRENCY ON CASH TERMS. THELOCAL SHALL
CURRENCY 
BE PAYABLE WITHIN SIXTY (60) DAYS AFTER THE DATE OF 

DISBURSEMENT BY THE U.S. BANK TO THE US EXPORTER 
(I.E. 

APPROXIMATELY G0 
 AYS AFTERDJE*VERYOF THECOMMODITIES 
TO VESSELS AT US PORTS WHEN TITLE SHIFTS TO THE 
IMPORTING 

COUNTRY.) THE LOCAL CLIRENCIES SHALL BE DEPOSITED IN 

INTEREST EARNING BANK ACCOUNTS. 


VI. ELIGIBLE 
INTERMEDIATE FINANCIAL INSTITUTIONS IFISI 

AND LOAN TERMS 


THESE GUIDELIIES ARE APPLICABLE EQUALLY TO SECTION
 
106 AND SECTION 108 LENDING PROGRAMS UNLESS OTHERWISE 

INDICATED. 


- A. ELIGIBLE IFIS. AN ELIGIBLE IFI IS A BANK, 

FIIANCIAL INSTITUTION, COOPERATIVE, NONPROFIT VOLUNTARY
 
AGENCY, OR OTHER ORGANIZATION DETERMINED BY THE PRESIDENT 

TO HAVE THE CAPABILITY TO PAKE 4N SERVICE A LOAN IN 

ACCORDANCE WITH THIS STATUTE. 


AN IFISHALL BE LOCATED IN OR OPERATE IN THE
 
HOST COUNTRY. IT SHALL BE ORGANIZED UNDER THE LAWS OF 

THE HOST COUNTRY, OR IFORGANIZED ELSEWHERE, BE DULY 

LICENSED 
TO OPERATE WITHIN THE HOST COUNTRY. THE IFI 

SHALL HAVE FULL LEGAL AUTHORITY TO BORROW FROM THE USG 

(AS WELL AS FROM THE HOST GOVERNMENT UNDER SECTION 196)

AND ENGAGE IN RELENDING AS CONTEMPLATED. 


GENERALLY, (EXCEPT FOR CERTAIN PRIVATE AND 

VOLUNTARY ORGANIZATIONS AND COOPERATIVE PROPOSALS 

ENCOURAGED UNDER THE STATUTE) 
IFIS SHALL NE SOUND, GOING, 

FINANCIAL CONCERNS, WITH A HISTORY OF STABILITY, 

FINANCIAL STRENGTH, AND EXPERIENCE. THE SELECTION OF A 

SPECIFIC IFISHALL BE BASED UPON A CONCLUSION THAT INTHE 

EVENT OF A DEFAULT, THE US WOULD BE ABLE TO COMMENCE 

LEGAL ACTION FOR DAMAGES AND COLLECT UPON ANY JUOGEMENT 

RENDERED INFAVOR OF THE U.S.
 

FOR SECTIOR LOG LENDING PURPOSES ONLY, STRONG 

PREFERENCE SHALL BE GIVEN TO WHOLLY PRIVATELY-OWNED AND 

CONTROLLED IFIS WHOSE OWNERSHIP IS SUBSTANTIALLI IN THE 

CONTROL OF NATIONALS OR FIRMS OF THE COOPERATING COUNTRY, 

THE U.S., OR OTHER FRIENDLY LESS-DEVELOPED COUNTRIES. 

WHERE THERE IS A CIIOICE,
THE USG AND THE COOPERATING 

COUNTRY SHOULD SELECT PRIVATE SECTOR IFIS. WHERE 


CONDITIONS MAKE 
IT NOT POSSIBLE TO CHANNEL THY,RESOURCES 
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THROUGH PRIVATE SECTOR IFIS,THE COUNRRY TEAM PROPO.INi
 
THII 'HALL ASSURE THAT NOTWITHSTANDING THEPUBLIC SECI)R
 
OWNERSHIP OF THE 
IFI, ITS LENDING ACTIVITIES ARE
 

CONDUCTED ON PRIVATE MARKET BASED PRINCIPLES.
 

HOWEVER FOR SECTION*108 LENDIN6 PURPOSES, It IS
 
EXECUTIVE BRANCH POLICY THAT ONLY PRIVATELYOWNED IFI,
 
WITH NO PUBLIC SECTOR OWNERSHIP, SHALL BE ELIGIBLE IC
 
RECEIVE LOANS.
 

- B. LOAN TERMS TO IFIS. THE INTEREST RATE CHANCE)
 
IFIS3
FOR BOTH SECIION 10i AND SECTION lUeSHOULD NO;;rA.Ll
 
APPROXIMATE 
THE COST OF OBTAINING LENDABLE RESOURCE': 0-

COMPARABLE MAT RITIES FROM THE FREE 
PRIVATE CAPITAL
 
MARKET IN THE iNDIVIDUAL COOPERATINIG COUNTRY. IF
 
INTEREST RATES WITHIN THAT COUNTRY ARE HELD DOWN
 
ARTIFICIALLY BY GOVERNMENT POLICIES, 
THE RATE CHARGEC THE
 
IFIS SHOULD BE SET WITHIN THE CONITEXT
OF US EFFORTS 10
 

ENCOURAGE OVERALL POLICY REFORMS.
 

WHILE THE STATUTE PERMITS LOWER INTEREST RATE)
 
TO BE CHARGED PRIVATE AND VOLUNTARY ORGANIZATIONS AI D
 
COOPERATIVES FORSTARTUP OFBECOMINGCOSTS IFIS, IT IS
 
EXECUTIVE BRANCHPOLICY LOCAL FOR
TOPROVIDE CURRENCY 
THESEPURPOSES01 A GRANTBASIS. 

- ALL USG LOAIS TO IFS SHALL TRANSFER THE FULL
 
CREDIT RISK TO THE IFI.'THE USG SHALL NOT SHARE THE
 
CREDIT RISK OF IFI SUBLOANS.
 

THE MAXIMUM LOAN MATURITY TO AN IFISHALL BE l
 
YEARS. EFFORTS SHALL BE MADEHOVEVERTOMAKELOAN
 
MATURITIES CONFORM TO LOCAL CREDIT MARKET CONDITIONI.
 

FIXED OR FLOATING RATE TERMS ARE ACCEPTABLE,
 
SUBJECT TO LOCAL MARKET CONDITIONS.
 

VI1. ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERMS
 

- A. ELIGIBLE SUBBORROWERS. SUBBORROWERS MAY BE
 
INDIVIDUALS, PRIVATE AND VOLUNTARY ORGANIZATIONS,
 
COOPERATIVES, CORPORATIONS, OR OTHER ENTITIES FORMED 04
 

OPERATING SUBSTANTIALLY WITHIN THECOOPERATING COUNTRY
 

IA)NATIONALITY. TO BE ELIGIBLE TO RECEIVE A
 
SUBLOAN FROM AN IFI,AllINDIVIDUAL SHALL BE A IIATIO1L OF
 
THE COOPERATING COUNTRY OR OF ANY OTHER FRIENDLY LESS
 
DEVELOPED COUNTRY. 
 FIRMS OR OTHER ENTITIES AS
 

SUNORROWIER 
MUST BE OWNE) DIRECTLY OR INDIRECTLY BY
 
FIRMS'OR NATIONALS OF THE COOPERATING COUNTRY OR THCSE OF
 
ANY OTHER COUNTRY ELIGIBLE FOR TITLE I SALES; PROVIGED
 
THAT UP TO 49 PERCENT OF SUCH OWNERSHIP MAY BE HELD BY
 
CITIZENS OF THE U.S.; AND PROVIDED FURTHER THAT IF
 
OWNERSHIP ISHELD BY NATIONALS OF THIRD COUNTRIES,
 
SUBSTANTIAL OWNERSHIP AND CONTROL SHALL BE VESTED III
 
NATIONALS OF FRIEIDLY LESS DEVELOPED COUNTRIES. THE L3AN
 
AGREEMENT WITH IFIS SHALL REQUIRE THE 
IFITO ASSURE THS
 
ELIGIBILITY OF SUBBORROWERS.
 

(1)PRIVATE SECTOR. SUBBORROWERS SHALL NOT BE OVN*D

OR CONTROLLED, IN WHOLE OR IN PART, BY THE PUBLIC SECT3R
 
OR BY ANY GOVERNMENTAL DIVISION, AUTHORITY, OR
 
SUBDIVISION OF THE COOPERATING COUNTRY. INTERNATIONAL
 
ORGANIZATIONS, MUNICIPAL AUTHORITIES, PARASTATALS OR
 
OTHER ENTITIES NOT WHOLLY OWNED AND CONTROLLED BY PRIVT
 
FIRMS lR INDIVIDUALS ARE NOT ELIGIBLE SUBBORROWERS. IIE
 
STATUTEIS CLEAR IN ITS INTENTIOR THAT THE SUBLOANS BE
 
MADE TO WHOLLY PRIVATE FIRMS AND INDIVIDUALS, NOT SIIRJ-CT
 
TO GOVERNMENT CONTROL.
 

UNCLASS IFIED
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- B. ELIGIBLE SUBLOAN PURPOSES. THE STATUTE (SECTION 
198) PROVIDES SUBLOANS BEMADETHATIFI SHALL FOR THE 
PURPOSE OF FINANCING: 


QUOTE (A) PRODUCTIVE, PRIVATE ENTERPRISE INVESTMENT 

WITHIN SUCH COUNTRY, INCLUDING SUCH INVESTMENT IN 

PROJECTS CARRIED OUT BY COOPERATIVES, NONPROFIT VOLUNTARY 

ORGANIZATIONS, AND OTHER ENTITIES FOUND TO BE QUALIFIED
 
BY THE PRESIDENT; 


() PRIVATE ENTERPRISE FACILITIES FOR AIDING THE 

UTILIZATION AND DISTRIBUTION, AND INCREASING THE 

CONSUMPTION OF AND MARKETS FOR, UNITED STATES 

AGRICULTURAL COHMODITIES AND THE PRODUCTS THEREOF; 
OR 


(C)PRIVATE ENTERPRISE SUPPORT OF SELF-HELP MEASURES 

AND PROJECTS. UNQUOTE 


- THE IFILOAN AGREEMENT SHALL REQUIRE AN IFI, TO 
THE MAXIMUM EXTENT FEASIBLE, TO GIVE PREFERENCE TO THE
 
FINANCIN5 OF AGRICULTURAL RELATED PRIVATE ENTERPRISE WITH 

THE FUNDS PROVIDED UNDER THIS SECTION. 


SECTION 106 REFERS MORE GENERALLY TO QUOTE 

PRIVATE SECTOR OEVELOPMENT ACTIVITIES UNQUOTE WITHOUT 

REFERENCE TO A PREFERENICE FOR AGRICULTURAL PURPOSES. 

NYVERTHELESS, THEPERMISSIBLE PURPOSES OFSECTION 
 186 AND 


108 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 AND 108FYNOED IFI LOAN 

AGREEMENTS SHALL BE SIMILAR IN THEIR TERMS AND PURPOSES. 


PROGRANS OF IFILENDING PROPOSED FOR SECTION 196
 
AND 108 MAY PERMIT LENDINIG
FOR A BROAD, UNDIFFERENTIATED, 

RANGE OF ELIGIBLE SUBLOAIIPURPOSES OR MAY PROPOSE ONLY 

SPECIFIC LENOINS PURPOSES, E.G., FOR SMALL SCALE FARM 

ENTERPRISES OR SELF-HELP HOME IMPROVEMENT LOANS. THE 

PURPOSES OF THE LENDING PROGRAM SHALL BE CONSISTENT WITH 

THE US DEVELOPMENT POLICY IN THE RECIPIENT COUNTRY. 


- C. SUBLOAN TERMS. 
 USG POLICY IS THAT I4TEREST 

RATES FOR PRILATE BORROWERS SHOULD HOT BE LESS THAN 

PREVAILING FREE MARKET INTEREST RATES OR A RATE WHICH
 
APPROXIMATES THE OPPORTUNITY COST OF CAPITAL 
IN THE 

INDIVIDUAL DEVELOING COUNTRY. 
THE INTEREST RATE CHARGED 

TO THE SUBBORROWEPS BY THE IFISHOULD COVER COSTS OF 

LENDING IN A MANNER CONSISTENT WITH COMMERCIAL PRACTICE. 


IN MANY OF THE DEVELOPING COUNTRIES PREVAILING 

RATES ARE DISTORTED BY LOW LEGAL CEILINGS ON INTEREST 

RATES, OTHER DIRECT INTERVENTIONS IN THE LOCAL 1APITAL 

MARHET BY THE GOVERNMENT, OR INAPPROPRIATE FI37L AND 

CREDIT POLICIES. IN SUCH COUNTRIES, INTEREST "ATES TO BE 

CHARGED TO PRIVATE ENTERPRISES SHOULD BE SET . THIN THE 

CONTEXT OF EFFORTS TO ENCOURAGE THE Gr,ERNMENT TO
 
PROGRESSIVELY REMOVE THE IMPEDIMENTS TO A FREE CAPITAL 

MAPKET.
 

D PROCUREMENT REGULATIONS APPLICABLE
B. OTHER TERMS. 

UNDER THE FOREIGN ASSISTANCE ACT AND OTHER USG .TATUTES 

INCLUDING, BUT NOT LIMITED TO, RULES FOR COMPETITIVE 

PROCUREMENT AND THE QUOTE BUY AMERICA UNQUOTE PRAVlISIONS 

ARE NOT APPLICABLE TO PRIVATE 2NTERPRISE PROCUREMENT WITH 

US-OWNED CURRENCIES LOANED Pf IFIS. 


VIII. USE AND DISPOSITION OF IFI LOAN REPAYMENTS 

AID6560 
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- A. SECTION I4. THETITLE I SALES AGREEMENT Lt
 
PROVIDE FORA JOINTLY PROGRAMMED ACCOUNT FOR SECTIO4 :o&
 
LOCALCURHENCY
LOAk USES. CON'IDfRATIOI SHOULDBE IlilE
 
TO NEGOTIATE A FIXED LIFE OF THIS ACCOUIT, DURING W1 Il
 
DEBTSERVICE REPAYINTS BY IFIS WILL BEMADETOTHE 
ACCOUNT RATHER THAN TO OTHER HOST COUNTRY ACCOUNTS.
 
AFTER THE ACCOUNT IS TERMINATED, DEBT SERVICE PAYMEN"S
 
WILL BE MADEDIRECTLY TO THECOOPERATINGCOUNTRY.
 

- B. SECTION 150. ALL THE SECTION 108 USES OF 
REFLOWS ARE AVAILABLE WITHOUT CHARGING AN APPROPRIAr ON
 
EXCEPT USE FOR PAYMENT OF U.S. OBLIGATIONS. SEE SE,]"DN
 
19310) (2)AND 13i. THE TITLE I SALES AGREEMENTS
 
CONTAINING PROVISIONS WHICH PROVIDE FOR SECTION
 
198-RELATED ACEOUNTS SHALL PROVIDE, TO THE EXTENT
 

PRACTICABLE, THAT THE U.S. SHALL BE ENTITLED, AT 
ITSOWN
 
OPTION, TO-USE RLFlOWS FOR 
ALL OF THE FOUR PURPOSES
 
AUTHORIZED BY THE STATUTE.
 

IX. SPECIAL STATUTORY PROVISIONS
 

A. PUBLICITY REQUIREMENTS. THE STATUTE CONTAIN:;
 
TWO REFERENCES TO PUBLICITY: SECTION 108(A)12) AND
 
100(C)(7). THE FORMER PROVIDES THAT PRIOR TO LENDINg( THE
 
LOCALCURRENCY,THEPRESIDENT IHALL TAKESUCHSTEPS 0;
 
ARENECESSARYTO A.SURE THAT T4E AVAILABILITY OF LO,L
 
CURRENCIES TO FINANCIAL IIITERMEDIARIES IS ADEOUATELI
 
PUBLICIZED WITHIN THE PURCHASIIG COUNTRY. GENERAL 'I:LSS
 
GUIDANCEONTHEFOODSECURITY ACTOF 1985 RELEASED'I"THE
 
USO IN 186 AND PUBLISHED BY THE FOREIGN PRESS WILL IIEET
 
SOME OF THE REQUIREMENTS OF IHIS SECTION. THE PREFCERED
 
METHOD FOR FURTHER COMPLIANCE ISTO MAKE THIS INFOIjrjION
 
KNOWN IN PRESS RELEASES WHICH ANNOUNCE THE EXECUTION IF
 
THE TITLE I AGREEMIENT CONTAINING PRIVATE ENTERPRISE
 

LENDING PROVISIONS.
 

THE SECOND PUBLICITY PROVISION RELATES TO II
 
BORROWERS PUBLICIZ'NG THE AVAILABILiTi OF LOCAL CURI 'ICY
 
RESOURCES FOR THE PRIVATE SECTOR. 
 STANDARD LANGUAGi N
 
THE FORM OF LOAN AGREEMENT BETWEEN THE USG AND AN IF
 
CALLING FOR IFIS TO PUBLI.J'FACTS ABOUT THE PROGRAM 11
 
LOCA NEWSPAPERS WILL ALLOW THIS REQUIREMENT TO BE It1.
 

" EFFORTS SHALL BE MADE TO INCLUDE SIMILAR
 
PUBLICITY REQUIREMENTS INSECTION 106 PROGRAMS.
 

B. MANDATORY CONVERSIONS OF LOCAL CURRENCY TO
 
IOOLLARS. SECTION 1311), AS AMENOED, PROVIDES THAT
 
FOREIGN CURRENCIES TO BE USED UNDER SECTION 100QUOuI
 
ACQUIRED UNDER AN AGREEMENT FOR THE SALE OF COMMODIF ES
 
UNQUOTE BE CONVERTIBLE TO DOLLARS DURING THE PERIOD
 
BEGINNING NOT LATER THAN 10 YEARS AFTER THE DATE OF 'lIE
 
LAST DELIVERY OF COMMODITIES AID ENDIIG 30 YEARS
 
THEREAFTER. THE SALES AGREEMENT SHALL ESTABLISH A
 
SCHEDULE FOR THE CONVERSION. THEEXCHANGE RATE FOR IsCK
 
CONVERSION SHALL BE THE HIGHEST RATE, YIELDING THE 1l113T
 
DOLLARS, APPLICABLE IN THE COOPERATING COUNTRY ONTill 

DATE OF EACH CONVERSION.
 

- STANPARD NEGOTIATING INSTRUCTIONS FOR TITLE
 
AGREEMENTS WILL PROVIDE THAT AN AMOUNT EQUAL TO THE
 
PRINCIPAL AMOUNT OF LOCAL CURRENCY 
INITIALLY OEPOSIrII IN
 
THE SECTION 108 ACCOUNT SHALL BE SUBJECT TO THIS HO:3"
 
COUNTRY PROMISE OF CONVERTIBILITY. THIS SUM SHALL Ill
 
FIXED WHEN FULL INITIAL DEPOSIT INTO THE SECTION 10.1
 
ACCOUNT HAS OCCURRED. IT IS INTENDED THAT THIS SUM 11,LL 
BE GRADUALLY CONVERTED TO DOLLARS OVER A TIME PERIOD 
NEGOTIATED IN THE TITLE I SALES AGREEMENT AND REPATR sITED 
TO THE C.C.C. IN ITS REQUEST FOR A SECTION lB PRO'I:IM,
 

UNCLASSIFIED
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THE COUNTRY TEAM SHALL PROPOSE TERMS FOR THIS CONVERSION
 
AND RECEIVE INSTRUCTIONS FROM rE INTERAGENCY GROUP.
 

TIS SECTION 108 CONVERSION 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 WORLD MARKETS. SECTION 10611) (4)(B) AND SECTION
 
198(C) (5)OPERATE TO PROHIBIT SUBLOANS WHICH WOULD
 
PROMOTE THE PRODUCTION OF COMMODITIES Or THE PRODUCTS
 
THEREOF THAT THE PRESIDENT OETERMINES WILL COMPETE IN
 
WORLD MARKETS WITH SIMILAR ITEMS PRODUCED IN THE U.S.
 
THIS REQUIREMENT IS OPERABLE ONLY WITH RESPECT TO
 
EXPORTS, NOT LOCAL CONSUMPTION. FOR PROPOSED IFI
 
SUDLOANS INVOLVING AGRICULTURAL EXPORTS THE IFILOAN
 
AGREEMENTS SHALL REQUIRE THE PRIOR APPROVAL OF A
 
DESIGNATED U.S. OFFICIAL.
 

- D. HOST COUNiRY GUARANTEES. SECTION 18(C)(6)
 
PROVIDES THAT THE PRESIDENT MAY HOT REQUIRE A DEVELOPING
 
COUNTRY TO GUARANTY AN IFI'S REPAYMENT OF A SECTION 108
 
LOAN. THE USG SHALL TAKE THE CREDIT RISK ON EACH IFI
 
LOAN.
 

E. AGRICULTURAL TECHNICAL ASSISTANCE AND FOREIGN
 
MARKETDEVELOPtIENT. SECTION 108 1) (2)(), RE-USE OF
 
REFLOWS
ONCURRENCIES REPAID BY IFIS, CALLS FOR THE USE
 
OF LOCAL CURRENCY TO DEVELOP NEW MARKETS FOR U.S.
 
AGRICULTURAL COMMODITIES.
 

SECTION 108(F) ALSO ALLOWS THE PRESIDENT TO
 
PROVIDE QUOTE AGRICULTURAL TECHNICAL ASSISTANCE UNQUOTE
 
TO FURTHER THE PURPOSES OF SECTION 103, INCLUDING THE
 
FUNDING OF MARKET DEVELOPMENT ACTIVITIES. TO THE MAXIMUM
 
EXTENT PRACTICABLE, AT LEAST 5 PERCENT OF THE SECTION 108
 

DESIGNATED LOCAL CURRENCIES SHALL BE USED TO CARRY OUT
 
SUCH ASSISTANCE.
 

X. REPORTS AUDIT AND FINANCIAL MANAGEMENT
 

- A. REPORTS. SECTION 190E) (2)CALLS FOR REPORTS TO 
BE SUBMITTED BY THE PRESIDENT TO THE CONGRESS 180 DAYS 
AFTER THE CLOSE OF EACH FISCAL YEAR. THIS REPORT SHALL 
BE PART OF THE PL 480 ANNUAL REPORT TO THE CONfRESS.
 
GUIDANCE ON HOW THIS DATA !S TO BE SUMMARIZED AND
 
REPORTED WILL BE SUPPLIED LATER.
 

- B. AUDIT. LOAN AND GRANT AGREEMENTS WITH IFIS 
;ORMS FOR SUCH AGREEMENTS TO BE SUPPLIED LATER) WILL
 
CONTAIN NORMAL USG AUDIT PROVISIONS ALLOWING USG AUDITORS
 
TO CARRY-OUT THEIR NORMAL FUNCTIONS. IN ADDITION, EACH
 
AGREEMENT WILL REQUIRE THE IFI'S OWN INDEPENDENT AUDITORS
 
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 108LOANS AMD GRANTS SHALL BE
 
PROVIDED TO THE COMMODITY CREDIT CORPORATION BY AID IN
 
ACCORDANCE WITH PROCEDURES MUTUALLY 'REED UPON BY THE
 
FOOD AID SUBCOMMITTEE. END TEXT. SHULTZ
 

AID60
 

UNCLASSIFIED
 



UNBLASS IFIED OUTGO ING 
Department o?"State TELEGRA/ 

PAGE SI OF 056 STATE 259314 
 3143 513835 A1D8853 
 STATE 259314 .i~iJ013835 AID88IS)
 
ORIGIN AID-S0
 

REF: STATE 121038
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-..---------------------------------------------------------------
 I. THE FOLLOWING REVISED GUIDELINES, APPROVED 8Y Ill,
ORIGIN OFFICE GC-SI 
 FOOD AID SUDCOI1IT TEE OF THE OCC, ARE BAbiEDUPO FIl.)

INFO AFCO-02 AFEA-03 
 AFSA-03 AFFW-04 AFCW-03 AFOP-B6 SEOP-SI COMMENT TO REFTEL AND COM1EFITSFROM OTHER INTEREST,::)


FPA-02 ANOP-03 ANPO-05 GCAf-02 iIFPD-54 SERP-G1 LACE-B3 ORGANIZATIONS. THE REVISIONS TO THEGUIDELINES TOil: IER 
LASA-03 "LACO-O1 LADP-S4 LAVR-3 AFTR-05 FVA-0I SECS-52 WITHFURTHEREAPLANATORY INFORMATIOl TO UESENTSE' - IN 
OFDA-02 AMAD-01 
 SETH-SI PPEI-02 IG-SD LCAF-SI GCLA-03 THEFORMOF QUESTIONS ANDANWERS WILL HELP WIT ' ;

GCFL-01 ANS-Ol PSC-03 IGA-SI IGW-94 IGPP-O2 
 ANR-05 THEOUESTICNS 'tURROUIJDING THE SUBJECT.110DOUBTF II111R 
STAG-02 STPO-I 
 SAST-I FFP-S GIl-04 AFDA-02 ES-SI GUIDANCE WILL BE NEEDEDFROMTIME TO TIME. NOWEVEI"E
 
AGRI-B1 ANNE-03 01B-02 OPIC-I1 TRSY-05 
 RELO-DI LACA-03 
 FIELD IS GIVEN BROAD AUTHORITY IN THE GUIOELINE: T.) T.
 
AFM'-03 ANEA-a2 ANEG-02 ANSA-02 AGEE-01 /146 AD
 

--- .------------------------.. *-----------------------.. .. .. THEAPPROVED AREAS FOLLOWS... . .. . 2. GUIDELINESINFO LOG-PO AF-B ER-O8 NIEA-B7 ARA-B EAP-DO /015 R 

GUIDELINES
 
DRAFTED BY: AID/GC!PRE:IHITAY:JT
 
APPROVED BY: AID/AA/FV,I FP:JBLOCK 
 FOR
 
OMIB:RBOSTICK 
 TREASURY:RZECHTER
 
USDA/FAS:MCHABDLISS USDA:CPOPE 
 SALES FOR LOCAL CURRENCIES
 
STATE/EB/FPG:PBRUCE OPIC/D:GTiEST
 
AID/AA/PPC:BSFVER4 AID/ES:GUJOE 
 PRIVATE ENTERPRISE PROMOTION
 

--------------- 203673 182237Z /38

R 182225Z AUG 86 
 UNDER PL 489 TITLE I
 
FM SECITATE WASHOC
 
TO ATEIIBASSY ACCRA 
 AUGUST 1, 1986
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AnEnaA, ) ABILIJAN C. U.S -OWNEDLOCAL CURRENCIES I(SECTICII Ia) .... ..
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AIIEMBASSYOMAHA 
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ANEMBASSYCAIRO
 
AMEMBASSY JAKARTA 
 A. GENERAL POLICY......................................
 
AMEMBASSY BAMAKO
 
AMEMBASSYRABAT 
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AMEMBASSYMANILA
 
ANEMBASSY ISLAMABAD 
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AMEMBASSY COLOMBO
 
AEMBASSY TUNIS 
 IV.PROGRAM DEVELOPMENT, REVIEW, AND APPROVAL
 
AMEMBASSY SANAA 
 PROCEDURES.............................................
 
AMEMBAS.L.i
LA PAZ
 
A"EMBASSY SAN JOSE 
 A. USES OF SECTION 106 AND 108 RESOURCES .............
 
AMEMBASSY SANTO DOMINGO
 
AMEMBASSY QUITO 
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AMEMBASSY KINGSTON 
 FORHOSTCOUNTRY OFLOCAL8. METHOD DEPOSITS CURREIICV
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 A. ELIGIBLE IFIS .......................................
 

E.O. 12356: N/A 
 I. LOAN TERMS TO IFIS..............................
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SUBJECT: P1 489, TITLE I SECTION 10B/10 GUIDELINES ON 
 VII. ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERMS3..
 
LOCAL CURRENCY LENDING FOR PRIVATE ENTERPRISE
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A. ELIGIBLE SUBBORROWERS ............................... 


B. ELIGIBLE SUBLOAN PURPOSES ........................... 


C. SUBLOAN TERMS ........................................ 


0. OTHER TERMS......................................... 


VIII. USE AND DISPOSITION OF IFILOAN REPAYMENTS ........ 


A. SECTION 106 ......................................... 


B. SECTION 10 ......................................... 


IX. SPECIAL STATUTOFY PROVISIONS ........................ 


A. PUBLICITY REQUIREMIENTS..............................
 

8. MANDATORY CONVERSIONS OF LOCAL CURRENCY TO DOLLARS.. 


C. COMPETITION WITH U.S. COMMODITIES IN WORLD MARKETS.. 


0. HOST COUNTRY GUARANTIES ............................ 


E. AGRICULTURAL TECHNICAL ASSISTANCE ................... 


X. REPORTS, AUDIT AND FINANCIAL hANAGEMEIIT .............
 

I. INTRODUCTION A1D SUMMARY 


ON DECEMBER 23, 1985, THE PRESIDENT SIGNED INTO LAW 


H.R. 210, THE FOOD SECURITY ACT OF 1905 (THE QUOTE ACT 

UNQUOTE) (PL 99-198). SECTION till OF THE ACT, TITLED 

QUOTE SALES FOR LOCAL CURRENCY; PRIVATE ENTERPRISE 

PROMOTION UNQUOTE. CONTAINSA NUMBER OF AMENDMENTS TO 

TITLE I, PL 480. TFESE 4MENOMEIITS ARE VIEWED BY THE 

EXECUTIVE BR.NCH 4S A MAjO; INITIATIVE TO STIMULATE 

PRIVATE ENTERPRISE IN DEVELOPING COUNTRIES TO PROMOTE
 
ECONOMIC GROWTH AND DEVELOPMENT. SECTION 1111 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 AMENDMENTS TO TITLE I OF Pl 480, ARE DESCRIBED 

IN DETAIL BELOW. TPE PURPOSE OF THESE GUIDELINES IS TO 

DESCRIBE THE POLICIES AND PROCEDURES WHICH WILL BE USED 

BY THE EXECUTIVE BRANCH TO IMPLEMENT THESE AMENDMENTS. 

AS WE GAIN EXPERIENCE WITH THIS PROGRAM, THESE GUIDELINES 

WILL BE AMENDED AND CLARIFIED. 


II. THE AMENDMENTS 


- A. GENERAL DESCRIPTION. SECTION tIIL OF THE ACT. 

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. 

ALSO, SECTION 106 It AMENDED TO PROVIDE THAT HOST 

COUNTRY-OWNED LOCAL CURRENCY GENERATED IN CUSTOMARY 

TITLE I SALES ON DOLLAR CREDIT TERMS BE JOINTLY
 
PROGRAMMED FOR THE SAME PURPOSES. 


ALL SUCH LOANS ARE TO BE MADE AND EPAID IN LOCAL 

CURRENC AND SHALL 6E MADE TO INTERMEDIATE 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 
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CERIAIN.PRIVATE ENTERPRISE 
PROJECTL OR ACTIVITIES. IlVIES
 
LOANEDBY IFnI RI ROTTOBE USEDTO FINIAICE :TATE-341lED
 
ORPUBLIC SECIOREIITRPRISE.. NORARE iteRESOURCE: 10
 
BE DIRECTED TO ENTERPR'ISES THAT PRODUCE AGRICULTURE
 
PRODUCTS IN COPPETtIfON WITH U. . PRODUCTS.
 

THE STATUTE SEPARATES THELOCAL CURRENCY LENDINi
 
AUTHORITIES ITO TWOCATEGORIES: IAIPL 400, SECTIOI
 
186, WHICH DEALS WITH HOST COUNTRY-OWNED LOCAL CURRZICY
 

GENERATED FROMTHECOUNTRY-RESALE OF TITLE I
 
COMMODITIES, AND(B) Pl 430, SECTION 100, APPLYING T)
 

LOCAL CURRENCY RECEIVED BY THE U.S. IN FULL OR PART
 
PAYMENT FOR THE TITLE I SALE AND DEPOSITED TO AN INTCI'EST
 
EARN ING U.S.OWNED FT) ACCOUNT, i N CASH, UNEN OR SHOI'LV
 

AFTER THE TITLE I COMMODITIES ARE DELIVERED. 

FOR EACH OF THE FISCAL 1EARS 1986 THROUGH 1990o TIE
 
PRESIDENT IS ENCOURAGED TO CHANNEL LOCAL CURRENCIES, N
 
AN AMOUNT EQUIVALEN. TO A TOTAL OF 2S PERCENT OF THE
 
VALUE OF TITLE I COItODITIE:, FORPRIVATE LENING
SECTOR 
UNDER SECTIONS 106 AID LOS, TO THE EXTENT THAT THERE ItRE
 
APPROPRIATE PROPOSAL' FOR SUCH USE. 
 THE STATUTE MANI|iTES
 

THAT AT LEAST 10 PERCENT VALUEOF TILT I
OF THE ANN'UAL 
COMMODITIES SHALL BE SOLD FOR LOCAL CURRENCY FOR PRII/TE
 
SECTOR LENDING UNDER SECTION 100.
 

IN PROVIOING FOR THESE NEW AUTHORITIES, THE
 
CONFERENCE REPORT RECOGNIZES THE WILL OF CONGRESS TO
 

IRECT FOREIGN ASSISTANCE MORE TOWARD THE PRIVATE
 
SECTOR. FURTHERMORE, THE CONFEREES STATE THAT THEY
 

THEPEJFORMANCE 

THESE AUTHORITIES ON THE QUALITY OF INVESTMENTS 

INTENDTO JUDGE OF THEADMINISTRATIOI OF 

MAO 
UNDER THE PROGRAM, AID NOT UPON THE VOLUME OF FUNDS
 
DIRECTED TO IFI3. THE COIIFEREES STATE THAT THEY INT!ID
 
THATTHEPERFORMANCE PROGRAMSOF THESEANDOTHER WITI
 
MANDATOR( MINIMUM: OF TARGEIS BE E;AMINED THORCUCHL.
 
DURING THE (IE.TREAUTHORIZAIION OF P1 4.0 IN 1990.
 

B. HOST COUNTRYOWNED LOCAL CURRENCIES (SECTION 6116)
 

SECTION 10f 'IFPL 480 PROVIDES FOR PRIVATE
 
ENTERPRISE PROMOTION ACTIVITIES UNDER SALES OF
 
AGRICULTURAL COMMODITIES FOR DOLLARS ON CREDIT TERMS
 

LOCAL CURRENCY PROCEEDS FROM THE SALES OF THESE
 
COMMODITIES ARE PLACED IN QUOTE JO:NTLY PROGRAMMED 
ACCOUNTS UNQUOTE AND ,:-.,.AFTER LOANED TO IFIS FOR 
RELENDING TO .. ,BLE PRIVATE ENTERPRISES. IN THE It;E 
OF A COOPERATi' :t PRIVATE AND VOLUNTARY ORGANIZATI )II,
 
LOCAL CURRENCY PROCEEDS MAY BE GRANTED TO OTFRAY THE
 
STARTUP COSTS OF 
BECOIING A FINANCIAL INTERMEDIARY.
 

C. U.S.-OWNEO LOCAL CURRENCIES (SECTION 1081
 

Ugotk SECTION 100, THE MAJOR PORTION OF THI; NEW
 
I4ITIATIVE, THE PRESIDENT IS AUTHORIZED TO ENTER 
INr) 
;AREEEIENTS FOR THE SALE OF TITLF I COMMODITIES FOR I )CAL 
CURRENCIES. THE LOCAL CURRENCIES SHALL BE PAID INTO Ih 
U.S.OWNED UFT)DEPOSITORY ACCOUNT. THEREAFTER,
 
DISBURSEMENTS FROM THIS ACCOUNT SHALL BE MADE TO IFI;
 
PURSUANT TO THE TERMS OF LOAN AGREEMENTS BETWEEN THE .$.
 
AND IFIS.
 

-
 FOR EACH OF FISCAL YEARS 1986 THROUGH 199,. THE
 
ACT PROVIDES THAT NO LESS THAN 10 PERCENT OF THE 
AGGREGATE VALUE OF Pt 489 TITLE I COMMODITIES SHALL 'IF 
SOLD FOR LOCAL CURRENCY FOR SECTION 108 PURPOSES, 
PROVIDED THAT THIS REQUIREMENT MAY BE WAIVED IN ANY '1116 
IN WHICH MEETING THEMINIMUM WOULD RESULT IN A 
SIGNIFICANT REDUCTION IN THE VOLUME OF COMMODITIES
 

iDNCLASS IFlID
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IS ESTABLISHED IN A COU4TRY,SEPARATELOANAGREEMENTS, 
CONTRACTS, AND GRANT AGEEMENTS ARE 
REQUIRED BY LAW TO 

OBLIGATE THE U.S.-OWNED CURRENCIES FOR SECTION 108 

PURPOSES. AID, AND AS 4PPROPRIATE, 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 MACNETS FOR U.S. AGRICULTURAL COMlODITIES. 


B. METHOD FOR HOST COUNTRY DEPOSITS OF LOCAL 


CURRENCY INTO THE SECTION 103 USG-OWNED ACCOUNT. THE 

TITLE I AGREEMENT PAYME!IT TERM!SMAY BE EXPRESSED 
INLOCAL 

CURRENCY TERMS, OR IN A COMBINATION OF DOLLAR CREDIT AND 

LOCAL CURRENCY TERMS. 
 IN THE LATTER CASE, A SPECIFIED
 
PORTION OF THE COMMODITIES 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 

PE PAYABLE WITHIN ONE HUNDRED TWENTY (120) DAYS AFTER THE 

DATE OF DISBURSEMEPT BY THE U.3. BANK TO THE US EXPORTER 

(I.E. APPROXIOATELY 120 DAYS AFTER DELIVERY OF THE 


COMMODITIES TO VESSELS AT U.S. PORTS WHEN TITLE'SHIFTS TO 

THE IMPORTING COUNTRY.) THE LOCAL CURRENCIES SHALL BE 

DEPOSITED IN INTEREST EARNING DANK ACCOUNTS. 


C. DEPOSIT INTO A SECTION 106 (COUNTRY - OWNED)
ACCOUNT. PREFERABLY, THE SECTION 106 ACCOUNT WILL BE A 

SEPARATE ACCOUNT. HOWEVER, THE IPGMAY PERMIT SECTION 

006 FUNDS TO BE COMMINGLED WITH OTHER SELF-HELP r'JNOS 

AND/OR HANDLED IN ACCORDANCE WITH LOCAL CUSTOM FOR THE
 
DEPOSIT OF PL 480 COUNTERPART FUNDS. PROVISION SHALL BE 

MADE TO SECURE AUDIT REPORTS ON THE USE OF SECTION 106 


FUNDS.
 

VI. ELIGIBLE INTERMEDIATE FINANCIAL INSTITUTIONS (IFIS) 

AND LOAN TERMS 


THESE GUIDELINES ARE APPLICABLE E.TUALLYro SECTION 

086 AND 
SECTION 108 LENOING PROGRAMS UNLESS OTHERWISE 

INDICATED. 


- A. ELIGIBLE IFIS. AN ELIGIBLE IFI IS A BANK, 

FINANCIAL INSTITUTION, COOPERATIVE, NONPROFIT VOLUNTARY 

AGENCY, OR OTHER ORGANIZATION OETERMINED BY THE PRESIDENT 

TO HAVETC.ECAPABILITY TO MANEAND SERVICE A LOAN IN 

ACCORDANCE WITH THIS STATUTE. 
NON BANK FINANCIAL
 
INSTITUTION: SUCH AS EXPORT FINANCE COMPANIES ALSO MAY BE 

INCLUDED 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. ITSHALL BE ORGANIZED UNDER THE LAWS 2V
 
THE HOST COUNTRY, OR IF ORGANIZED ELSEWHERE, BE DULY 

LICENSED TO OPERATE WITHIN THE HOST COUNTRY. THE IFI
 
SHALL HAVE FULL LEGAL AUTHORITY TO BORROW FROM THE USG 

(ASWELL AS FROM THE HOST GOVERNMENT UNDER SECTION 106) 

AND ENGAGE IN RELENDING AS CONTEMPLATED. 


- GENERALLY, EXCEPT FOR CERTAIN PRIVATE AND 
VOLUNTARY ORGANIZATIONS ANU COOPERATIVE PROPOSALS 
ENCOURAGED UNDER THE STATUTE) IFIS SHALL BE SOUND, GOING, 
FINANCIAL CONCERNS, WITHA HISTORY OF STABILITY, 
FINANCIAL STRENGTH, AND EXPERIENCE. THE SELECTION OF A 
SPECIFIC IFI SHALL BE BASED UPON A CONCLUSION THAT IN THE 
EVENT OF A DEFAULT, THE US WOULD BE ABLE TO COMMENCE 
LEGAL ACTION FOR DAMAGE. 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-OWNED AND 
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CONTROLLED IFIS WIIOUL
OWNERSHIP IS SUBSTANTIALLY I1 I.E

CONII;OL OF NATIONALS ORFIRMS OF THECOCPERATIIIG (0.I1t,
 
THEU.S., OHOIHERFRIENDLY LES>-DEVELOPED COUIlTRIEL.
 
WHERE THERE ISA CHOICE, THE US, AND THE COOPLI:ATIH(
 
COUNTRY SHOULD SELECT PRIVATE SECTOR IFIS, THE
 
IMPLEMENTING AGENCY SHALL ASSURE 
THAT NOTWITHSTANOIII THE
 
PUBLIC SECTOR OWNERSHIP OF THE IFI, ITS LENDING
 
ACTIVITIES ARE CONDUCTED ON PRIVATE MARKET BASED
 
PRINCIPLES.
 

HOWEVER FOR SECT!ON 19O LENDING PURPOSES, I- IS
 
EXECUTIVE BRANCHPOLICY THATONLYPRIVATELY-OWIIED IF 
WITH NO PUBLIC SECTOR OWNERSHIP, SHALL BE ELIGIBLE TO
 
RECEIVE LOANS.
 

B. LOAN TERMS TO IFIS. IN LOAN AGREEMENTS EETIR:EN
 
THE USG AND IFIS, THE INTEREST RATE CHARGED IFIS FCR IBOTH
 
SECTION 196 AND SECTION 103 SHOULD NORMALLY
APF'RO).IrIE 
THE COST OF OBTAINING LEOABLF RESOURCES OF COMIPAA1B1:
 
MATURITIES FROM THE FREE PRIVATE CAPITA' 
MARKET IN TIlE
 
INDIVIDUAL COOPERATING COUNTRY. IF INTEREST RATES W1THIN
 
THAT f""TRY A!- HELD DOWNiARTIFICIALLY BY GOVERNMENT
 
POLICIES, THE PATE CHARGED THE 
IFIS SHOULD BE SET l'ITIIN
 
THE COhTAXT OF US EFFORTS TO ENCOURAGE OVERALL POLICY
 

REFORMS.
 

WHILE THE STATUTE PERMITS LOWER INTEREST FA'ES
 
TO BE CHARGED PRIVATE AND VOLUNTARY ORGANIZATIONS 0U
 
COOPERATIVES FOR STARTUP COSTS OF BECOMING IFIS, 
I S
 

EXECUTIVE BRANCH POLICY TO PROVIDE LOCAL CURRENCY FOR
 
THESE PURPOSES ON A GRANT BASIS.
 

ALL USG LOANS TO IFIS SHALL TRANSFER THE FULL
 
CREDIT RISK TO THE IFI. THE USS SHALL NOT SHAPE THE
 
CREDIT RISK OF IFI SUBLOANS.
 

THE MAXIMUM LOAN MATURITY TO IN IFI ;FALLIt
 
NEGOTIABLE. EFFORTS SHALL BE MADE 
HOWEVER To MAKE LlikN
 
MATURITIES CONFORM TO LOCAL CREDIT MARKET CONDITIOLS.
 

- THEIMPLEMENTING 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 CONDITIONS.
 

C. FORM OF LOAN AND GRANT AGREEMENTS. SAMPLE LOAN
 
AND GRANT AGREEMENTS BETWEEN THE USG AND IFIS SHALL BE
 
SUPPLIED TOGETHER WITH ANNOTATIONS INDICATING WHIC
 

CLAUSES ARE MANDATORY. LOAN AGREEMENTS BETWEEN IFIS AND
 
SUBBORROWERS SHALL FOLLOW THE 
I I'S STANDARD PRACTICE.
 

VII. ELIGIBLE PRIVATE ENTERPRISES AND LOAN TERMS
 

- A. ELIGIBLE SUBBORROWERS. SUBBORROWERS MAY EE 
INDIVIDUALS, PRIVATE AND VOLUNTARY ORGANIZATIONS,
 
COOPERATIVES, C"RPORATIONS, OR OTHER ENTITIES FORMED OR
 
OPERATING SUBSTANTIALLY WITHIN THE COOPERATING 
COUHTRY.
 

(A) NATIONALITY. TO BE ELIGIBLE TO RECEIVE
 
SUILOAN FROM AN IFI,AN INDIVIDUAL SHALL BE A NATICNAL OF 
THE COOPERATING C.un7PY OR OF ANY OTHER FRIENDLY LESS
 
DEVELOPEDCOUNTRY.FIRMS OR OTHER ENTITIES AS 
SUMOROWER! MUST BE OWNED DIRECTLY OR INDIRECTLY EY 
FIRMS OR NATIONALS OF THE COOPERATING COUNTRY OR THOSE OF 
ANY OTHER COUNTRY ELIGIBLE FOR TITLE I SALES; PROVIDO 
THAT UP TO 49 PERCENT OF SUCH OWNERSHIP MAY BE HELC RV 
CITIZENS OF THE U.S.; AND PROVIDED FURTHER THAT IF 
OWNERSHIP ISHELD BY NATIONALS OF THIRD COUNTRIES, 
SUBSTANTIAL OWNERSHIP AND CONTROL SHALL 
BE VESTED IN
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NATIONALS OF FRIENDLY LESS DEVELOPED COUNTRIES. TIlELOAN 

AGREEMENT WITH IFIS SHALL REQUIRE THE 
IFI TO ASSURE THE 

ELIGIBILITY OF SUBBOROWERS. 


() PRIVATE SECTOR. SUBBORROWERS SHALL NOT BE
 
OWNED OR CONTROLLED, 
INWHOLE OR INPART, BY THE PUBLIC 


SECTOR OR BY ANY GOVERNMENTAL DIVISION, AUTHORITY, OR
 

SUBDIVISION or T:YZCOOPERATING COUNTRY. 
 INTERNATIONAL 

ORGANIZATIONS, MUIIICIPAL AUTHORITIES, PARASTATALS OR 

OTHER ENTITIES NOT WHOLLY OWNED AN1DCONTROLLED BY PRIVATE 

FIRMS OR INDIVIDUALL ARE NOT ELIGIBLE SUDRORROWERS. THE 

STATUTE IS CLEAR IN ITS INTENTION THAT THE SUBLOANS BE 

MADE TO WHOLLY PRIVATE FIRMS AND INDIVIDUALS, NOT SUBJECT 

TO GOVERNMENT CONTROL. 


B, ELIGIBLE SUBLOAN PURPOSES. THE STATUTE (SECTION 

1B) PROVIDES THAT IFISUBLOANS SHALL BE MADE FOR 
THE 

PURPOSE OF FINANCING: 


QUOTE (A) PRODUCTIVE, PRIVATE ENTERPRISE INVESTMENT 

WITHIN SUCH COUNTRY, INCLUDING SUCH INVESTMENT IN 

PROJECTS CARRIED OUT BY COOPERATIVES, NONPROFIT VOLUNTARY 

ORGANIZATIONS, AND OTHER ENTITIES FOUND TO BE QUALIFIED 

BY THE PRESIDENT; 


(1) PRIVATE 
ENTERPRISE FACILITIES FOR AIDING THE 

UTILIZATION AND DISTRIBUTION, AND INCREASING THE 


CONSUMPTION OF AND MARKETS FOR, UNITED STATES
 
AGRICULTURAL COMMOUITIES AND THE PRODUCTS THEREOF; OR 


- (C) PRIVATE ENTERPRISE SUPPORT OF SELF-HELP
 
MEASURES AND PROJECTS. UNQUOTE 


* THE IFI LOAN AGREEMENT SHALL REQUIRE AN IFI,TO 

THE MAXIMUM EXTENT FEASIBLE, TO GIVE PREFERENCE TO THE 

FINANCING OF AGRICULTURAL RELATED PRIVATE ENTERPRISE WITH 

THE FUNDS PROVIDED UNDER THIS SECTION. 


SECTION 105 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 
PERMISSIBLE 

PURPOSES OF SECTION L6 AND 18 
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 LO ANO 

118 FUNDED IFILOAN AGREEMENTS SHALL BE SIMILAR IN THEIR 

TERMS AND PURPOSES. 


C. SUBLOAN TERMS. 
 USG POLICY IS THAT INTEREST
 
RATES FOR PRIVATE 30RROWERS SHOULD NOT BE LESS THAN 

PREVAILING FREE MARET INTEREST RATES OR A RATE WHICH 

APPROXIMATES THE OPPORTUNITY COST OF CAPITAL 
IN THE 

INDIVIDUAL DEVELOPING COUNTRY. 
 THE INTEREST RATE CHARGED 

TO THE SUBBORROWERS BY THE IFI SHOULD COVER COSTS OF 

LENDING IN A MANNER CONSISTENT WITH COMMERCIAL PRACTICE. 


INMANY OF THE DEVELOPING COUNTRIES PREVAILING 

RATES ARE DISTORTED BY LOW LEGAL CEILINGS ON 
INTEREST 

RATES, OTHER DIRECT INTERVENTIONS IN THE LOCAL CAPITAL
 
MARKET BY THE GOVERNMENT, OR INAPPROPRIATE FISCAL AND 

CREDIT POLICIES, IN 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 REGULVIIONS APPLICABLE 

UNDER THE FOREIGN ASSISTANCE ACT AND OTHER USG STATUTES 
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INCLUDING, BUT NO! L:MITED 10,RULE' FOR COMPETITIVE
 
PROCUREMENT AND TIle
iUOTE BUY AMERICA UNQUOTE PROVISIONS
 
ARE NOT APPLICABLE TO PRIVATE ENTERPRISE PROCUREMENT WITH
 

US-OWNED CURRLNCIES IOPAHEOBY IFIS.
 

VIII. USE AND OISMOSITION OF IFI LOAN REPAYMENTS
 

A. SECTIGN 11. THE 
TITLE I SALES AGREEMENT WILl
 
PROVIDE FOh A JOINTLY PROGRAMMED ACCOUNT FOR SECTION 1.06
 
LOCAL CURRENCY LOAX LSES. CONSIDERATION SHOULD BE MLIE
 
TO NEGOTIATE A FIXED LIFE OF THIS ACCOUNT, DURING WHICH
 
DEBT SERVICE REPAYri?.TS IFIS WILL BE MADE TO THE
BY 

ACCOUNT RATHER THA 
TO OTHER HOST COUNTRY ACCOUNTS.
 
AFTER THE ACCOUNT IS TERMINATED, DEBT SERVICE PAYMENT;
 
WILL BE MADE DIRECTLY TO THE COOPERATING COUNTRY.
 

B. SECTION In. ALL THE SECTION 108 USES OF
 
REFLOWS ARE 
AVAILAIE WITHOUT CHARGING AN APPROPRIATION
 
EXCEPT USE FOR PAYMERT OFU.S. OBLIGATIONS. SEE SECTION
 

IS (0)(2)AND (3). THE TITLE I SALES AGREEMENTS

CONT"NING PROVISIONS WHICH PROVIDE FOR SECTION
 
108-RELATED ACCOUNTS SHALL PROVIDE, TO THE EXTENT
 
PRACTICABLE, THAT THE U.S. SHALL BE ENTITLED, AT ITS OWN
 
OPTION, TO USE REFLOUS FOR ALL OF 
THE FOUR PURPOSES
 
AUTHORIZED BY THE !TATUTE. BECAUSE OF THE NEED FOR 
;OIYE
 
CENTRALBUDGETCONTROL,THEFOODAID SUBCOMMITTEESHALL 
ALLOCATE LOCAL CURREIICY REFLOWS TO POTENTIALLY COMPETNG
 
REQUESTS FOR SUCH CURRENCIES. ANNUAL FIELD REQUESTS FOR
 

SECTION 108 AUTHORITY SHALL INCLUDE, AS APPROPRIATE,
 

REQUESTS FOR THE REUSE OF REFLOWS.
 

IX. SPECIAL STATUTORY PROVISIONS
 

A. PUBLICITY REQUIREMENTS. THE STATUTE CONTAIlI;
 
TWO REFERENCES TO PUBLICITY: SECTION 108 (A)(2)AND
 
BS IC)(7). TEE FORMER PROVIDES THAT PRIOR TO LENDI'I;THE
 
LOCAL CURREIIC, THE FRESIDET :HALL 
TAKE SUCH STEPS U;
 

ARE NECESSARY TO ASSURE THAT THE AVAILABILITY OF LOCIA
 
CURRENCIES TO FINAUCIAL INTERMEDIARIES IS ADEQUATELY
 
PUBLICIZED WITHIN THEPURCHASING COUNTRY. 
 GENERAL PIESS
 
GUIDANCE ON THE FOOD SECURITY 
ACT OF 1985 RELEASED Rf THE
 
USO IN 1915 AND PUBLISHED BY THE FOREIGN PRESS WILL 1ET
 
SOME OF THE REQUIREMENTS OF THIS SECTION. 
 THE PREFEIIED
 
METHOD FOR FURTHER COMPLIANCE 
IS TO MAKE THIS INFORMATION
 
KNOWN IN PRESS RELEASES WHICH ANNOUNCE THE EXECUTION IIF
 
THE TITLE I 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 IFI
 
BORROWERS PUBLICIZING THE AVAILABILITY OF LOCAL CURR:IICY
 
RESOURCES FOR THE PRIVATE SECTOR. 
 STANDARD LANGUAGE IN
 
THE FORM OF LOAN AGREEMENT BETWEEN THE USG AND AN IFI
 
CALtIN5 FOR IFIS TO PUBLISH FACTS ABOUT THE PROGRAM Ill
 
LOCAL NEWSPAPERS WILL ALLOW THIS REQUIREMENT TO BE M!T.
 

EFFORTS SHALL BE MADE TO INCLUDE SIMILAR
 
PUBLICITY REQUIREMENTS IN SECTION DO5 PROGRAMS.
 

B. MANDATORY CONVERSIONS OF LOCAL CURRENCY TO
 
DOLLARS. SECTION 113(M),AS AMENDED, PROVIDES THAT
 
FOREIGN CURRENCIES TO BE USED UNDER SECTION 108 QUOTE
 
ACQUIRED UNDER AN AGREEMENT FOR THE SALE OF COMMOoITls
 
UNQUOTE BE CONVERTIliE TO DOLLARS DURING THE PERIOD
 
BEGINNJNG NOT LATER THAN 10 YEARS AFTER THE DATE OF 
TIlE
 
LAST DELI - IFCOMMOOITIES AND EIDING 30 YEARS 
THEREAFTER. dIESALES AGREEMENT SHALL ESTABLISH A
 
SCHEDULE FOR THE CONVERSION. THE EXCHANGE RATE FOR !IICN
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CONVERSION SHALL BE THEHIGHEST RATE, YIELDING THE MOST 
DOLLARS, APPLICABLE IN THE COOPERATING COUNTRY 01 THE X. REPORTS, AUDIT AND FINANCIAL MAlAGEMENT 
DATE OF EACH CONVERSION. 

STANDARD NEJOTIATING INSTRUCTIONS FOR TITLE I 
AGREEMENTS WILL PROVIDE THAT AN AMOUNT EQUAL TO THE 
PRINCIPAL AMOUNT OF LOCAL CURRENCY INITIALLY DEPOSITED IN 
THE SECTION LO ACCOUNT SHALL BE SUBJECT TO THIS HOST 

A. REPORTS. SECTION 108 (El(2 CALLS FOR REPORTS r3 
BE SUBMITTED BY THE PRESIDENI TO THE CONGRESS 10 DA"; 
AFTER THE CLOSE OF EACH FISCAL YEAR. THIS REPORT SHIrt. 
BE PART OF THE PL 489 ANNUAL REPORT TO THE CONGRESS. 
GUIDANCE ON HOW THIS DATA IS TO BE SUMMARIZED AND 

COUNTRY PROMISE OF CONVERTIBILITY. THIS SUM SHALL BE 
i.EPORTED WILL BE SUPPLIED LATER. 

FIXED WHEN FULL INITIAL DEPOSIT INTO THE SECTION 1O 
ACCOUNT HAS OCCURRED IT V',INTENDFD THAT THIS LOCAL 
CURRENCY SUM WILL BE GRADUALLY CONVERTED TO DOLLARS OVER 
A TIME PERIOD NEGOTIATED IN THE TITLE I SALES AGREEMENT 
AND REPATRIATED TO THE C.C.C. IN ITS REQUEST FOR A 
SECTION 108 PROGRAM, THE IPG SHALL PROPOSE TERMS FOR THIS 
CONVERSION AND RECEIVE INSTRUCTIONS FROM THE INTERAGENCY 
GROUP. 

- B. AUDIT. LOAN AND GRAIITAGREEMENTS WITH IFIS 
(FORMS FOR SUCH AGREEMENTS TO BE SUPPLIED LATER) WILL 
CONTAIN NORMAL USG AUDIT PROVISIONS ALLOWING USG AUD 1T)S 
TO CARRY-OUT THEIR NORMAL FUIICTIONS. IN AUDITION, EACi; 
AGREEMENT WILL REQUIRE THE IFI'S OWI INDEPENDENT AUD13S 
TO AUDIT EACH SECTION 108LOAN AND REQUIRE THE RESUL'!; 3F 
SUCH ANNUAL.AUDITS TO BE ROUTINELY FORWARDED TO THE 
ADMINISTERING AGENCY WHICH, IN TURN WILL FORWARD THESE TO 

THE DCC. 
THIS SECTION 108 CONVERSION RIGHT SHALL BE IN

ADDITION TO ALL OTHER CONVERSION RIGHTS OTHERWISE 
AVAILABLE 1O THE USG IN THE RESPECTIVE CO0PERAIING 
COUNTRIES. 

C. FINANCIAL MANAGEMENT. FINAIICIAL MANAGEMENT 
SERVICES FOR SECTION 100 LOAlISAND GRANTS SHALL BE 
PROVIDED BY AID IN ACCORDANCE WITH PROCEDURES MUTUALLY 

C. COMPETITION WITH U.S. AGRICULTURAL COMMODITIES 
AGREED UPON BY THE FOOD AID SUBCOMMITTEE. ENO TEXT. 
W1ITEHEAD 

INWORLD MARKETS. SECTION 10618I JI(B)AND SECTION 
108(C) (5)OPERATE TO PROHIBIT SUBLOANS WHICH WOULD 
PROMOTE THE PRODUCTION OF COMMODITIES OR THE PRODUCTS 
THEREOF THAT THE PRESIDENT DETERMIIES WILL COMPETE IN 
WORLD MARKETS WITH SIMILAR ITEMS PRODUCED IN THE U.S. 
THIS REQUIREMENT ISOPERABLE ONLY WITH RESPECT TO 
EXPORTS, NOT LOCAL CONSUMPTION. FOR PROPOSED IF) 
SUBLOANS INVOLVING AGRICULTURAL EXPORTS THE IFILOAN 
AGREEMENTS SHALL REQUIRE THE PRIOR APPROVAL OF A 
DESIGNATED U.S. OFFICIAL IN THE FIELD. A LIST OF SUCH 
COMMODITIES WILL BE PROVIDED UNDER SEPARATE COVER. 
USDA/FAS WILL PROVIDE ADDITIONAL GUIDANCE FROM TIME TO 
TIME. 

- 0. HOST COUNTRY GUARANTEES. SECTION 198(C)(6) 
PROVIDES THAT THE PRESIDENT MAY NOT REQUIRE A DEVELOPING 
COUNTRY TO GUARANTY AN IFI'S REPAYMENT CF A SECTION 108 
LOAN. THE USG SHALL TAKE THE CREDIT RISK ON EACH LOAN TO 
AN IFI. 

E. AGRICULTURAL TECHNICAL ASSISTANCE AND FOREIGN 
MARKET DEVELOPMENT. SECTION 108DI IS)(B), RE-USE OF 
REFLOWS ON CURRENCIES REPAID BY IFIS, CALLS FOR THE USE 
OF LOCALCURRENCYTO DEVELOP NEWMARKETSFORU.S. 
AGRICULTURAL COMMODITIES. 

- SECTION lOB(F) ALSO ALLOWSTHEPRESIDENT TO 
PROVIDE QUOTE AGRICULTURAL TECHNICAL ASSISTANCE UNQUOTE 
TO FURTHER THE PURPOSES OF SECTION 108, INCLUDING THE 
FUNDING OF MARKET DEVELOPMENT ACTIVITIES. TO THE MAXIMUM 
EXTENT PRACTICABLE, AT LEAST 5 PERCLNT OF THE SECTION 108 
DESIGNATED LOCAL CURRENCIES SHALL BE USED TO CARRY OUT 
SUCH ASSISTANCE. IPGRECOMMENDATIONS ON THIS PROVISION 

ARE REQUESTED. SPECIFICALLY IPG RECOMMENDATIONS OF ANY 
MARKET DEVELOPMENT ASSISTANCE NEEDS, INCLUDING USE OF 
IN-COUNTRY COOPERATORS, SHOULD BE IDENTIFIED. USDA/FAS 
WILL ALSO CONSIDER MARKET DEVELOPMENT PROPOSALS THAT 
PROVIDE SUPPORT FOR IMPROVED HANDLING AND DISTRIBUTION 
AND INCREASED CONSUMPTION OF AGRICULTURAL COMMODITIES 
WHICH ARE PRESENTED DIRECTLY TO FAS. IPG ADVICE ON ANY 
SUCH DIRECT PROPOSALS WILL BE SOUGHT TO FACILITATE 
WASHINGTON DECISION ON THESE USES. THESE FUNDS, HOWEVER, 
CANNOT BE USED FOR GENERAL OPERATING AND ADMINISTRATIVE 
EXPENSES OF THE PROGRAM. 
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,SUBJECT: PL 480 SEC 106/108 LOCAL CURRENCY LENDING FOR 

:PRIVATE ENTERPRISE: FURTHER GUIDANCE IN THE FORII OF QS 

1AND AS. 

. ---REF: {A} STATE . 

B} STATE 189038' GTWK 

'
 ,THE FOLLOUING QS AND AS UILL ANSUER.IIOST OF THE ISSUES 

RAISED IN RESPONSE TO REF {B}. PLEASE ADDRESS FURTHER A'j cj 
'
 QUESTIONS TO AID/GC/PRE, IIICHAEL KITAY UHO UILL ARRANGE 


TITLE I
 FOR AN INTERAGENCY RESPONSE.
 
WITH CURRENT 
1PARED 


.1. 
WHEN CO SECTIOI 108 PROGRAIIS
RCWHAT ARE THE ADVANTAGES OF 


FOR RECIPIENTS 


AGREEIIENTS f 

A: IN REAL TERNS THE BALANCE-OF-PAYIlENTS SUPPORT IS
 

:'IGNIFICANTLY GREATER SINCE THE RECIPIENT HAS NO FOREIGN
 

'EXCHAIGE COSTS FOR COIIODITIES PURCHASED UITH ITS LOCAL
 

!CURRENCY DURING THE FIRST TEN YEARS.. THEREAFTER.
 

.GRADUALLYi OVER A 20-YEAR PERIODi THE RECIPIENT IIUST
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ASSURE CONVERTIBILITY OF THE ORIGINAL COJIIODITY VALUE,
 
BUT NOT EARNINGS, TO DOLLARS FOR REPAYIJENT TO THE U.S.
 
THE FOREIGN EXCHANG7 COST AT THAT TIIME CANNOT NOW BE 
DETERrMINED BUT IT WILL BE AT THE THEN PREVAILING EXCHANGE
 
RATES. 

- FOR RECIPIENTS UITH TANGIBLE COiIIlITIlENTS TO 
OPENING UP THE PRIVATE SECTOR, SECTION 108 AGREEIIENTS 
CLEARLY SUPPORT THOSE EFFORTS. RECIPIENT ACCESS TO PVO
 
LOAN FINANCING MAY BE IIORE LIBERALIZED THAN COIIERCIAL 
BANK FINANCING AND LESS COSTLY THAN FINANCING THROUGH AND
 

FROM PUBLIC SOURCES.
 

IT IS LIKELY THAT AS ACCESS TO LOCAL CURRENCY
 
LENDING EXPANDS, FORE2";N INVESTIIENT HAY ALSO GROW TO 
SATISFY DOIESTIC IIIPORT NEEDS AND/OR NEULY DEVELOPED 
EXPORT IIARKETS. OVER THE PAST THREE YEARS EXPERIENCE IN 
KENYAN AND SOIJALIA DEIIOfJSTRATE THIS EFFECT. 

2. Q: WHAT IF EXCESS BANIK LIQUIDITY IN THE RECIPIENT 
COUNTRY, IiiF RESTRAINTS, ETC., IIAKE SECTION 108 NOT 
APPROPRIATE FOR A COUNTRY? 

- A: THE IPG, IFIS, AND THE RECIPIENT COUNTRY SHOULD 
UNDERSTAND THE IMPLICATIONS FOR SECTION 108 GIVEN SUCH 
CONSTRAINTS AND ACT ACCORDINGLY. :ADMINISTRATION POLICY 
SUPPORTS IMlF AND OTHER AGREEIIENTS TO RATIONALIZE 
RECIPIENT DOIIESTIC AND EXTERNAL IJONETARY CONDITIONS. 

3. Q: WHAT IS THE IPG? WHO ESTABLISHES THE IPG AND 
HOW UILL IT OPERATE? HOW IS IT DIFFERENT FROIM THE 
COUNTRY TEAM? 

- A: THE TERIl COUNTRY TEAl DOES NOT INCLUDE, FOR ALL 
MISSIONS, ALL RELEVANT EXECUTIVE BRANCH AGENCIES HAVING 
AN INTEREST IN 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 ArMBASSADOR OR DESIGNEE. IT WILL INCLUDE THE 
SENIOR STAFF IN THE I1ISSION WITH RESPONSIBILITY FOR 
COMMERCIAL LIAISON, FOOD ASSISTANCE PROGRAIIMING/ 
EVALUATION AND LOAN/GRANT NEGOTIATIONS.
 

- THE IPG HAS AUTHORITY FOR DEVELOPING SELECTION 
CRITERIA AND DETERMINING ELIGIBLE AND PARTICIPATING
 
IFIS. AID AS THE IMPLEMENTING AGENCY IS RESPONSIBLE FOR 
NEGOTIATING LOAN AND GRANT AGREEIIENTS BETWEEN THE U.S. 

dNCLASS!FIED 
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AND IFI. OPIC UILL BE RESPONSIBLE FOR SI11ILAR LOAN/GRANT
 
NEGOTIATIONS FOR SECTION 108 PROGRAIIS THAT IT DEVELOPS.
 
IFIS UILL II1PLEIIENT THE SECTION 106/108 PROGRAMS. UHILE
 
SECTION 106 CALLS FOR JOINT PROGRAIIIIIIG OF FUNDS IT IS
 
EXPECTED THAT IFIS AND POTENTIAL IFIS UILL TAKE THE LEAD
 
IN FORUARDING PROPOSALS TO RECIPIENT AND IPG OFFICIALS.
 

4- Q: UHAT IS INTENDED BY THE PHRASE IIIPLEIIENTING 

AGENCY? 

- A: THE IIIPLEIIENTING AGENCY IS THE AGENCY 
RESPONSIBLE FOR NEGOTIATING LOAN AND GRANT AGREEIIENTS 
BETWEEN THE U.S. AND IFIS FOR TITLE Ii SECTION 106 AND 

108 PROGRAMS. THESE GUIDELINES AD FORTHCOMIUG GUIDANCE 
O LOAN/GRANT TERMS WILL BE ADIIINISTERED BY THE 
IMIPLEHENTING AGENCY IN CONJUNCTION WITH GUIDANCE FROII THE
 
IN-COUNTRY POLICY GROUP.
 

THE IPG UILL DETERIIIIJE UI1ICH IFIS PARTICIPATE IN
 
THE PROGRAll. THESE SELECTION DECISIONS WILL NEED TO
 
REFLECT A BALANCE BETUEEN COIMIERCIAL BANKS AND PVOS.
 

5. Q: IS THERE ANY UAY THAT THE FIELD CAN EASE THE 

BURDEN OF ADINJISTERINjG THIS PROGRAI? 

- A: THIS PROGRAMl HAS RECEIVE' A GREAT DEAL OF 
ATTENTION, BOTH WITHIN THE ADMINISTRATION AND ON THE 

HILL. FOR THIS REASON, THE FIELD HAS BEENI ASKED TO 

ACCORD IT THE PRIORITY NEEDED TO ALLOW IT TO SUCCEED. 
THAT SAID, THERE ARE SEVERAL WAYS THAT DEIIANDS ON STAFF 

AID RESOURCES CAN BE IIItIIIZED.
 

- AID/PRE OFFICIALS AND ITS CONTRACTORS {PRIVATE 

BANKERS AND FINANCIAL EXPERTS} AND THE PRIVATE SECTOR 

OFFICES IN AID'S REGIONAL BUREAUS CAN BE CALLED UPON TO 
HELP ESTABLISH LENDING PROGRAIS; 

- ALL OR A PORTION OF A COUNTRY'S PROGRAIl IJIGHT BE 

USED BY OPIC IN THE SAIIE FASHION THAT OPIC HANDLES ITS
 

NORIIAL BUSINESS. {SEE Q AND A NUIBER NINE} {CONTACT
 

OPIC DIRECTLY TO DETERIIINE LEIlDING CAPACITY};
 

- A PORTION OF A COUNTRY'S PROGRAII CAN BE HANDLED 

DIRECTLY BY USDA AND THE FAS FOR IlARKET DEVELOPIIENT 

{CONTACT FAS DIRECTLY TO DETERIIINE CAPACITY}; 

6. Q: WHO SETS THE INTEREST RATE AND LOAN TERMS ON THE 

USG LOAN TO THE IFIf 
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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
 
TERMS WITH IFIS.
 

7. Q: WHO SETS THE INTEREST RATE AND TERMS ON IFI
 

SUBLOANS.
 

- A: THE IFI, IN ACCORDANCE WITH ITS ORDINARY AND 
USUAL BUSINESS PRACTICE.
 

8. 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 AGAINS! U.S. PRODUCTS IN WORLD MARKETS. IN SUCH
 
CASE USDA/FAS WILL GIVE GUIDANCE.
 

9. Q: WHAT IS OPIC'S ROLE IN SECTION 108? HOW DOES
 
THIS DIFFER FROM AID'S ROLE.
 

- A: OPIC INTENDS TO USE SEC 108 FUNDS AS PART OF ITS 
ORDINARY COURSE OF BUSINESS TO PROMOTE SPECIFIC U.S. 
INVESTMENT IN LDCS. P(TTNL TQ.-


PROMOTE DIR CT LOAN OR GUARAN F ACTIVITIES, OR WHERE
 

ERWA SEEK A COMMITJENT 
F THE IGTo-XA H*RE OF THE SEC 108 RESOURCES. OPIC
 

CH ENDZIUSER ACTIVITY, I.E., THE LOCAL FIR'RF 
OR ENTERPRISE, AND IF THE PROJECT CAN BENEFIT FROM

CTkSOURrg-O-fi -AND THE POO 

SID NI WLBE A CONDUIT FOR THE FUNDS.
T- F IM! W TH L BSG AND RELEND TO
ILL B UNDS 


THE PROJECT DESIGNATED BY OPIC.
 

- AID1 IN CONTRAST, WILL ACT AS A SECRETARIAT AND 
IMPLEMENTING 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. Q: WHO NEGOTIATES THE SEC 106/108 PROGRAM AND WHEN
 
IS THIS DONE?
 

- A: SEC 106/108 PROGRAMS 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 TIME 
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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
 

11. Q: 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 AZCOUNT WILL BE A TREASURY ACCOUNT. 
WHEN NEGOTIATING INSTRUCTIONS FOR A TITLE I AGREEMENT ARE 
SENT, INCLUDED IN SUCH INSTRUCTIONS WILL BE INFORMATION 
ABOUT THE DEPOSITORY BANK. 

12. Q: MAY THE DEPOSITORY BANK ALSO BE AN IFI BORROWER?
 

- A: YES. BUT THE DEPOSIT AND LENDING TRANSACTIONS
 
SHOULD BE HANDLED AS SEPARATE TRANSACTIONS.
 

13. Q: MUST THE SECTION 106 {COUNTRY-OWNED} ACCOUNT BE
 

A SEPARATE ACCOUNT?
 

- A: A SEPARATE ACCOUNT IS PREFERABLE. BUT THE IPG 
IS FREE TO CONFORM SECTION 106 ACCOUNT PROCETURES TO 
OTHER PL 480 COUNTRY-OWNED COUNTERPART PROCEDURES IF THIS 
IS NECESSARY. 

14. Q: HOW ARE DISBURSEMENTS TO IFIS TO BE HANDLED? A
 

SINGLE BULLET DISBURSEMENT IN ADVANCE? DISBURSEMENTS
 
ONLY AGAINST EVIDENCE OF AN IFI HAVING ORIGINATED OR MADE
 
COMMITMENTS FOR ELIGIBLE SUBLOANS?
 

- A: GENERAL USG DISBURSEMENT POLICY IS THAT 

DISBURSEMENTS SHOULD BEAR A RELATION TO THE NEEDS OF THE
 

PROJECT. THIS ASPECT IS NEGOTIABLE BETWEEN IPGS AND
 

IFIS. SEE ANSWER TO QUESTION NO. 6.
 

15. Q: WHAT ARE INCLUDED IN QUOTE START UP UNQUCTE
 

COSTS OF PVOS AND CO-OPS FOR WHICH GR. NTS MAY BE GIVEN?
 

HOW LONG IS A PVO OR CO-OP DEEMED TO BE IN A QUOTE START
 

UP UNQUOTE MODE?
 

- A: START UP COSTS MAY INCLUDE OPERATING EXPENSES, 

SALARIES, OFFICE SPACE, EQUIPMENT AND SIMILAR ITEMS.
 

HOWEVER, L.NDBLE SOURCES ARE NOT INC U1-D. THE
 

IMPLEMENT IG AGENCY {SUBJECT TO IPG POLICY AND DCC
 

REVIEW} DECIDES WHEN AN IFI IN THIS CATEGORY GRADUATES
 

OUT OF THE START UP MODE. T'IERE IS A PRESUMPTION THAT
 

IPGS WILL NOT MAKE GRANTS FOR MULTIYEAR PERIODS.
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16- Q: MAY A PVO OR CO-OP IN A START-UP NODE QUALIFY 

FOR LOWER INTEREST RATE LOANS IF GRANT FUNDS ARE IJOT 
AVAILABLE OR NOT DESIRED? 

- A: IT IS USG POLICY TO FUND THESE USES O A GRANT 
BASIS- IF GRANT FUNDS ARE NOT AVAILABLE IN THE CURRENT 

YEAR, HIGHLY UNLIKELY IF PVO NEEDS ARE INCLUDED IN THE 
QUOTE SNAPSHOT UNQUOTE- PVOS flAY HAVE TO WAIT FOR THE 
NEXT ANNUAL ALLOCATION CYCLE­

17- Q: 11AY NONUAIJK INSTITUTIONS SUCH AS E-G-, FINANCE 
COMPANIES, QUALIFY AS AN IFI? 

- A: YES, IF THEY OTHERWISE I1EET THE CRITERIA OF THE 

GUIDELINES­

18- Q: WHAT IF IN COUNTRY X {AN IIIPORTINJG COUHTRY UNDER 
TITLE I}i A FIRII IS OUNEi 10 PERCENJT BY LEBANESE 

NATIONALS, 20 PERCENT BY SPANISH NATIONALS, AND 70 

PERCENT BY COUNTRY X NATIONALS? IS IT ELIGIBLE?
 

- A: YES. UNDER ARTICLE VII, THE FIRII IS 

SUBSTANTIALLY OUNED BY NATIONALS OF FRIENDLY LDCS. 

SPANISH OWIJERSIIIP DOES 1OT DISQUALIFY THE FIRII SINCE 

THEORETICALLY SPAIN IS ELIGIBLE TO RECEIVE TITLE I 

ASSISTANCE­

19. Q: UHAT IS IIEAIHT BY PROGRA11 EVALUATION OF THE QUOTE 

QUALITY UNQUOTE OF LOANS? DOES THIS REQUIRE USG REVIEW 

OF IFI SUBLOANS?
 

IT IS NOT INTENDED THAT IFI SUBLOA1NS BE SUBJECT
 - A: 
TO THE APPROVAL OF THE IIIPLEMENTING AGENCIES. CARE IN 

IFI SELECTION SHOULD BE EXERCISED. OVER TIIIEi SOIIE IDEAS 

ABOUT THE QUOTE QUALITY UNQUOTE ISSUE HAY EIIERGE. 

IF AN IPG CANNOT PREDICT COUNTRY INTEREST
20. Q: WHAT 
THE ANNUAL QUOTEIN SECTION 106 AND 108 AT THE TIlE 

SNAPSHOT UNQUOTE IS TAKEN. DOES THIS MJEAN A LATER 
BE CONSIDERED?DEVELOPING PROGRAII UILL NOT 

- A: IPGS ARE ENCOURAGED TO PRESoS FOR SEC 106/108 
ALL TITLE I AGREEMENTS SIGNED AFTERPROGi.AIiS AT TIIlES. 

DECEIMBER 1985 iAY BE SUBSEQUENTLY AtIENDED TO INCLUDE
 

SECTION 106/108 PROGRAMS.
 

JOINT VENTURES WITH QUOTE SUBSTANTIAL21- Q: UHAT ABOUT 
UNQUOTE HOST COUNTRY OWNERSHIP BUT EUROPEAN OWNERSHIP.
 

ARE THESE ELIGIBLE?
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A COUNTRY'S PL 480 TITLE I
 
- A: TECHNICALLY YES. 


LLIGIBILITY SETS THE STANDARD 
FOR OUNERSHIP INTERESTS OF
 

DEVELOPED COUNTRIES ARE
 NON COIIIIUNIST,
CITIZENS. 
 SO LONG AS THERE IS
 
ELIGIBLE FOR PL 480 TITLE I SALES. Iuk.ZI.TTY
ANUOET-DC OUNERSHIP, I.E. 
QUOTE SUBSTANT I 


IS ELIGIBLE UNDER SECTION
 OUUERSPPiThTHJOIir'VENTURE GOVERNIIENT
 
108-_7TH FOREGOING APPLIES UHERE THERE 

IS NO 


COUJTROL AND SUCH OUNE,SHIP AND 
CONTROL OF
 

OUNERSHIP 0F 


THIRD COUNh' Y PARTICIPANTS IS SOLELY DY CITIZENS AND NOT
 

" 
THEIR GOVLRfIIEITS 

COULD A SUBLOAN TO A PRIVATE INDIVIDUAL 
QUALIFY
 

22- Q: 

IN THE CATEGORY OF QUOTE PRIVATE 

ENTERPRISE SU?PORT OF
 
UHAT IS
 

SELF-HELP HEASURES AND PROJECTS 
UNQUOTE? 


IN THIS TERI?INCLUDED 
SOME 

- A: SUBLOAINS TO PRIVATE CITIZES 
CAN QUALIFY-

HELP IIEASURES MAY BE FOUND 
IN
 

GUIDANCE ON TYPES OF SELF 


PL 480 SEC 106- SUBLOANS TO INDIVIDUALS FOR 
THE PURCHASE
 

AS OPPOSED TO
 OR FOR CONSUIIPTION
OF LUXURY ITEIIS 


PRODUCTIVE ACTIVITIES ARE 
NOT INTENDED. yy
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'1- *THE FOLLOUINI" REVISED GUIDELINES, APPROVED BY THE
 
ARE BASED UPON FIELD
FOOD AID SUBCOMI'IITTEE OF THE DCCi 


.;COI1IIErJTS TO REFTEL AND COIIIIENTS FROll OTHER INTERESTED 

THE REVISIONS TO THE GUIDELINES TOGETHER
 ,ORGANIZATIONS.
.UITH FURTHER EXPLANATORY INFORIIATIOfI TO BE SE14T SEPTEL IN "" . . 

-THE FORM OF QUESTIONS AND ANSUERS UILL HELP UITH IIANY OF
 
lO DOUBT FURYHER
THE QUESTIONS SURROUNDING THE SUDJECT-


TIIIE TO TIIIE. HOUEVER THE
 
GUIDANCE UILL BE NEEDED FROII 

FIELD IS GIVEN BROAD AUTHORITY Itl THE GUIDELINES TO ACT.
 

!2. THE APPROVED. GUIDELINES ARE AS FOLLOWS.
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A. 	 AGREEMENTS ..........................................
 

METHOD FOR HOST COUNTRY DEPOSITS 
OF LOCAL CURRENCY
 

B. 
 ..................
 
INTO THE SECTION 108 USG-OWNED 

ACCOUNT 


ELIGIBLE INTERMEDIATE FINANCIAL 
INSTITUTIONS
 

VI. 

LOAN 	TERMS ...................................
{IFIS} AND 


.......................................
A. 	 ELIGIBLE IFIS 


..................................
B. 	 LOAN TERMS TO IFIS 


LOAN 	TERMS ........
 
VII. 	ELIGIBLE PRIVATE ENTERPRISES 

AND 


...............................
ELIGIBLE SUBBORROWERS
A. 


...........................

ELIGIBLE SUBLOAN PURPOSES
B. 


.......................................
C. 	 SUBLOAN TERMS 


OTHER TERMS.........................................
D. 

........
IFI 	LOAN REPAYMENTS
DISPOSITION OF
VIII. USE AND 


........
 
.................................
A. 	 SECTION 106 


.........................................
B. 	 SECTION 108 


........................
 
SPECIAL STATUTORY PROVISIONS
IX. 


.............................
PUBLICITY REQUIREMENTS
A-. 


OF LOCAL CURRENCY TO 
DOLLARS-


MANDATORY CONVERSIONS
B. 


COMMODITIES IN WORLD MARKETS--

C. 	 COMPETITION WITH 

U-S-

............................
HOST 	COUNTRY GUARANTIES
D. 


...................
 
E. 	 AGRICULTURAL TECHNICAL 

ASSISTANCE 


.............
 
REPORTS, AUDIT 	AND FINANCIAL 

MANAGEMENT 

X. 


I. 	 INTRODUCTION AND SUMMARY
 

ON DECEMBER 23, 1985, THE PRESIDENT SIGNED 
INTO LAW
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H.R- 2100, THE FOOD SECURITY ACT OF 1985 {THE QUOTE ACT
 
UNQUOTE} {PL 99-198}. SECTION 1111 OF THE ACT, TITLED
 
QUOTE SALES FOR LOCAL CURRENCY; PRIVATE ENTERPRISE
 
PROMOTION UNQUOTE, CONTAINS A NUMBER OF AMENDMENTS TO
 
TITLE I, PL 480. THESE AMENDMENTS ARE VIEWED BY THE
 
EXECUTIVE BRANCH AS A MAJOR INITIATIVE TO STIMULATE
 
PRIVATE ENTERPRISE IN DEVELOPING COUNTRIES TO PROMOTE
 
ECONOMIC GROWTH AND DEVELOPMENT. SECTION 1111 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 AMENDMENTS TO TITLE I OF PL 480, ARE DESCRIBED 
IN DETAIL BELOW- THE PURPOSE OF THESE GUIDELINES IS TO
 
DESCRIBE THE POLICIES AND PROCEDURES WHICH UILL BE UFED
 
BY THE EXECUTIVE BRANCH TO IfPLEMENT THESE AMENDMENTS.
 
AS WE GAIN EXPERIENCE WITH THIS PROGRAM, THESE GUIDELINES
 
WILL BE AMENDED AND CLARIFIED.
 

II. THE AMENDMENTS
 

- A. GENERAL DESCRIPTION. SECTION 1111 OF THE ACT 
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. 
AiLSO, SECTION 106 IS AMENDED TO PROVIDE THAT HOST 
COUNTRY-OUNED LOCAL CURRENCY GENERATED IN CUSTOMARY 
TITLE I SALES ON DOLLAR CREDIT TERMS BE JOINTLY 
PROGRAMMED FOR'THE SAME PURPOSES.
 

- LL SUCH rANS ARE TO RE MADE AND REPAID IN 1LAL 
CURR F.TO INTRE rTT FINANCIAL 

--a-STIT UTIONS f IFIS} J THE D '%iF82Tmr COUNT RIES. -TRE 

T;[: j11N THE ICU _OELIGIBLETFI IN EL.END LOCAL :u 

' OR nPRIVATELY-OW-NED ENTERP SES DRTV'TE rTTZENS FR
CERTAIN PRIVATE ENTERPRISE PROJECT. ArTIVITIES. F'WM: 

I A~rD RY TFIS ARE NOT TO BE UED TO &INAN. E.T.i-ON. 
E Putl TRIC ERARE RESOURCES TOrFTAR ENTERPRgn- THE 

BE DIRECTED TO ENTERPRIS:.'THAT PRODUCE AGRICULTURE
 
PRODUCTS IN COMPETITION 1ITH U.S. PRODUCTS.
 

- THE STATUTE SEPARATES THE LOCAL CURRENCY LENDING 
AUTHORITIES INTO TWO CATEGORIES: {A} PL 4801 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 
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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
 
SHORTLY


EARNING U.S.-OWNED {FT} ACCOUNT, IN CASH, WHEN OR 


AFTER THE TITLE I COMMODITIES ARE DELIVERED.
 

FOR EACH OF THE FISCAL YEARS 1986 THROUGH 1990, THE
 

PRESIDENT IS ENCOURAGED TO CHANNEL LOCAL CURRENCIES, IN
 
PERCENT OF THE


AN AMOUNT EQUIVALENT TO A TOTAL OF 25 


VALUE OF TITLE I COMMODITIES, FOR PRIVATE SECTOR 
LENDING
 

UNDER SECTIONS 106 AND 108, TO THE EXTENT THAT 
THERE ARE
 

THE STATUTE MANDATES
APPROPRIATE PROPOSALS FOR SUCH USE. 

OFIT "F_ N V1LUE A011!I l~E

THAT AT LEAS 10)OENT ,
CURENY FO- IU--HL ESL OR LOCAL 

IN PROVIDING FOR THESE NEU AUTHORITIES, THE
 -
CONGRESS TO
 

CONFERENCE REPORT RECOGNIZES THE WILL OF 


DIRECT FOREIGN ASSISTANCE MORE TOWARD 
THE PRIVATE
 

SECTOR- FURTHERMORE, THE CONFEREES STATE THAT THEY
 

JUDGE THE PERFORMANCE OF THE ADMTNTTRATTO 
U 4 -


INTEND TO 

VIQTMFIT--MADE
T1ESE AUTHORITIEQUALITTHEdNOT U0 THE__UNER THE PRO 

THE CON S STATE THAT THEY INTEND
DRECTED TO IF.-

FORMA CE OF THESE AND OTHER PROGRAMS WITH
TTP 
MANDATORY MINIMUMS OR TARGETS BE EXAMINED 

THOROUGHLY
 

DURING THE NEXT REAUTHORIZATION OF PL 
460 IN 1990.
 

- B- HOST COUNTRY-OWNED LOCAL CURRENCIES {SECTION 
106} 

PROVIDES FOR PRIVATE
 - SECTION 106 OF PL 480 

PROMOTION ACTIVITIES UNDER SALES OF
ENTERPRISE 
AGRICULTURAL COMflODITIES FOR DOLLARS 

ON CREDIT TERMS.
 

LOCAL CURRENCY PROCEEDS FROM THE 
SALES OF THESE
 

COMMODITIES ARE PLACED IN QUOTE JOINTLY 
PROGRAMMED
 

ACCOUNTS UNQUOTE AND THEREAFTER LOANED 
TO IFIS FOR
 

IN THE CASE
 
RELENDING TO ELIGIBLE PRIVATE ENTERPRISES-


OF A COOPERATIVE OR PRIVATE AND VOLUNTARY 
ORGANIZATION,
 

LOCAL CURRENCY PROCEEDS MAY BE GRANTED 
TO DEFRAY THE
 

STARTUP COSTS OF BECOMIN6 A FINANCIAL 
INTERMEDIARY­

- C. U.S.-OWNED LOCAL CURRENCIES {SECTION 
108} 

UNDER SECTION 1081 THE MAJOR PORTION OF 
THIS NEW
 

-

INITIATIVE, THE PRESIDENT IS AUTHORIZED 
TO ENTER INTO
 

AGREEMENTS FOR THE SALE OF TITLE I 
COMMODITIES FOR LOCAL
 

THE LOCAL CURRENCIES SHALL BE PAID 
INTO A
 

CURRENCIES. 

THEREAFTERi
DEPOSITORY ACCOUNT.
U.S.-OWNED {FTJ 


DISBURSEMENTS FROM THIS ACCOUNT SHALL 
BE MADE TO IFIS
 

PURSUANT TO THE TERMS OF LOAN AGREEMENTS 
BETWEEN THE U.S-


AND ISIFI
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- FOR EACH OF FISCAL YEARS 1986 THROUGH 19901 THE
 
10 PERCENT OF THE
ACT PROVIDES THAT NO LESS TI1AN 

VALUE OF PL 480 TITLE I COIIIIODITIES SH.ALL BEAGGREGATE 

SOLD FOR LOCAL CURRE14CY FOR SECTION 108 PURPOSES,
 
PROVIDED THAT THIS REQUIREIIENT HAY BE UAIVED IN ANY YEAR
 

IN UHICH MlEETING THE IIINIiIUM WOULD RESULT IN A
 
INl THE VOLUIIE OF COIIODITIESSIGNIFICANT REDUCTION 
I.
FURNISHED UNDER TITLE 


THE TITLE I SALES AGREEIIENTS SHALL 
- INCLUDED IIJ 
BE A SCHEDULE PERIiITTING THE EVENTUAL CONVERSION OF 

THESE
 

SECTION 108 CURRENCIES TO DOLLARS OVER AN INTENDED 10_O_. 

THE RA-TF SL~ 
S.DELIVERY OF THE COIlIMODI TYIO 1.PERIOD FOU30 YEAR oFACxH~tGFOLLOWING OLIVS UITL L BE 

VE PLA/..0F=THNA( TAKIES THE.A.-UnT 

CONFERENJCE REPORT EXPRESLY RE COGNIZ7E S T
 

HAY EAR SOiIE OF THE FOREGN EXCHANGE RISK-

GOVE I lEllT 

BE IIADE AT REASONA3LE _ LOANS TO IFIS ARE TO 
PRESIDENT-AS DETERIIIIIED BY THEINTEREST RATES 

BUSINESS61 CONSIS F-ARZGENERALLY, TPESE UILL AT"ES OFQRACTICES" 0FUL 
VOLUNTARYAUTHORIZED FRCOOPERATVSVT 

fi C Fr tiIA LTUP COSTSOR 
 AUT
[!-tr rRY. ILOrAL CURNP-ICYI GRANTS ARE ALSO 

C BECOMINGT- T'E FOREGOING TO HELP DEFRAY START OF 


A FINANCIAL INTERIEDIARY.
 

19IAE E 
OF IJIANCIAL IN RIIEDIARIESM 

T.. STAlDOF LUSJOTHE UN .- EPAYIENTS liE: {A} RELOANEDTHESE REFLOUSDEPOSITORY ACCOUNT, .7Af 

TO" IFIS TO FINANCE ADDITIONAL PRIVATE ItNVEST1ENT, {B1
 

USED FOR AGRICULTURAL IIARKET DEVELOPIIENT, 
{C} USED,
 

TO PAY ANY U.S. OBLIGATIONS
SUBJECT TO APPROPRIATIONS, 

{D} CONVERTED TO DOLLARS-
WITHIN THE RECIPIENT COUNTRY, OR 

TO THE IIAXIHUII EXTENT PRACTICABLE' AT LEAST 5
 - IN THE UNITEDDEPOSITEDTHE LOCAL CURRENCIESPERCET OF 
STATES-OUNED DEPOSITORY ACCOUNTS 

SHALL BE USED TO PROVIDE
 
FUNDING

TECHNICAL ASSISTANCE, INCLUDING THE 
AGRICULTURAL 

OF MARKET DEVELOPIIENT ACTIVITIES-


CONTRACTING REQUIREI1ENTS 
_ PROCUREIIENT AND OTHER 

NORIIALLY APPLICABLE TO APPROPRIATED 
FUNDS SHALL NOT APPLY
 

TO SECTION 108 LOCAL CURRENCY USED 
FOR PRIVATE ENTERPRISE
 

LENDING-

STATUTORY HISTORY STATES THAT THE 
PROGRAM IS NOT
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INTENDED TO AFFECT EXISTING CURRENCY UX.2IIENJTS.-

III. HOST COUNTRY SELECTION AND SUITABILITY
 

- A- GENERAL POLICY- TO MEET THE DEVELOPIIENT 
PURPOSES OF THe STATUTE, IT IS EXECUTIVE BRANCH POLICY TO 

ACTIVELY PROIIOTE SECTION 106 AND SECTION 108 LENDING
 
PROGRAMS IN AS IIANY TITLE I COUNTRIES AS HAY BE
 
PRACTICABLE­

- B. COUNTRY ALLOCATIONS. TO FACILITATE EXECUTIVE 

BRANCH COIIPLIANCE UITH ANNUAL STATUTORY LENDING TARGETS 

AND {IF NECESSARY} PERIJIT A 11ORE RATIONAL ALLOCATION OF 
SECTION 108 SALES-FOR-LOCAL-CURRENCY AUTHORITY, EACH IN
 

7V 61- -(QUOTE IPG AS DEFINED} 
IR QUTED, ANNUALLY, TO EST111ATE THE AJT A DTYD 

LQ0UNrT- Lk -OUP UNQUOTE IATER 

*ILLINGNESS Of THE COOPERATING COUNTRY TO 1ILTTAiE7 
SECTIONS 106 .kND 10A PRIVATE SECTOR LENDING PROVISIONS IN 
THE FOLLOUTrc. yAR'R TITLE I VALES AGREEIIEN|TS. REQUESTS 
FOR SUCH ESTIIATES UILL HELP DETERIIINE WHETHER ON A
 

GLOBAL BASIS TITLE I COUNTRIES CAN UE EXPECTED TO IIEET OR
 

EXCEED THE 25 PERCENT COIIBINED SECTIONS 106 AND 108
 
STATUTORY-LENDING TARGET, BASED ON THE I1OST CURRENT TITLE
 
I COUNTRY BUDGET LEVELS, AND WHETHER ANY ONE COUNTRY CAN
 
flEET OR EXCEED THE 10 PERCENT SECTION 108 LENDING
 

TARGET. TO THE EXTENT PRACTICABLE, THESE ANNUAL
 

ESTIMATES WILL INCLUDE AMOUNTS INTENDED TO BE ALLOCATED
 

TO PVOS AND CO-OPS ON A GRANT BASIS FOR START UP COSTS.
 

- IPG KNOULEDGE OF LOCAL IFI ABSORPTIVE CAPACITY FOR 

LOCAL CURRENCY AS WELL AS COOPERATING COUNTRY ATTITUDES 

TOWARD TILTS PRIVATE SECTOR LEIJDIIJG PROGRAlI WILL BE 

IM1PORTANT IN RESPONDING TO SUCH ANNUAL REQUESTS. 
OF THESE FIELD RESPONSES WILL GIVE
ANALYSIS OF THE SUIl 


THE DCC'S FOOD AID SUBCOM1IIITTEE AN EARLY QUOTE SNAPSHOT
 

UNQUOTE OF WHETHER THE EXECUTIVE BRANCH WILL BE ABLE TO
 

MEET OR EXCEED THE STATUTORY TARGETS­

- IT SIIOULD BE NIOTED THAT THE 25 PERCENT AND 10 

PERCENT STATUTORY TARGETS ARE AGGREGATE TARGET LEVELS; 

INDIVIDUAL COUNTRY LEVELS IIAY BE HIGHER OR LOWER. 

HOUEVER, IPGS ARE ENCOURAGED TO SEEK WAYS TO USE THIS 

PRIVATE SECTOR APPROACH TO DEVELOPIIENT-

ALL COUNTRIES PARTICIPATING
- C. ELIGIBL-OUNTRIES-
IN TITLE I SALES PROGRAIIS ARE ELIGIBLE FOR THIS PROGRAM-

PROGRAMS SHOULD IBE DESIGNED IN A IANNER WHICH ENSURES 
CONSISTENCY UI-T?1 OR DOES NOT UNDERCUT EFFORTS OF THE U.S. 

GOVERNIIENT OR INTERNATIONAL FINANCIAL INSTITUTIONS TO 

PROMOTE FINANCIAL SECTOR POLICY REFORMI. 

UNCLASSIFIED
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IV. PROGRAM DEVELOPMENT, REVIEW, AND APPROVAL PROCEDURES.
 

- A. USES OF SECTION 106 AND 108 RESOURCES. THESE 
GUIDELINES AND GUIDANCE ON LOAN AND GRANT TERMS SHALL BE
 
ADMINISTERED BY IN COUNTRY POLICY GROUPS {IPG}, CHAIRED
 
BY THE AMBASSADOR OR DESIGNEE AND CONSISTING OF THE AID
 
MISSION DIRECTOR1 AGRICULTURE ATTACHE, ECONOMIC
 
COUNSELOR, AND OTHER EMBASSY REPRESENTATIVES FROM THE
 
OTHER DCC AGENCIES AND DEPARTMENTS OR THEIR DESIGNEES.
 
THE IPG ALSO HAS THE AUTHORITY FOR THE FINAL SELECTION OF
 
THE IFI OR IFI'S- SPECIFIC SECTION 106 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 TNOSE COUNTRIES UHERE OPIC HAS RELEVANT 
EXPERIENCE AND COMPETENCE, THE IPGS ARE INSTRUCTED TO
 
TAKE THIS EXPERIENCE AND COMPETENCE INTO ACCOUNT FULLY.
 
OPIC SHALL BE ADVISED IN A TIMELY MANNER OF TITLE I
 
NEGOTIATIONS SO IT CAN MAKE PROPOSALS FOR IPG APPROVAL.
 

- PRIOR TO THE COMMENCEMENT OF THE TITLE I 
NEGOTIATIONS, THE INTERAGENCY GROUP IN WASHINGTON SHALL 
EXERCISE CENTRAL BUDGET CONTROL, AND ALLOCATE FUNDIN6 
LEVELS REQUESTED FOR SECTIOM 106 AND 108 USES1 INCLUDING 
AMOUNTS TO BE ALLOCATED ON A GA T_ 

- B. USES OF REFLOWS UNDER SECTION 108- LOCAL 
CURRENCY REPAID 43Y IFIS TO THE U.S. MAY BE REUSED FOR
 
ADDITIONAL PRIVATE ENTERPRISE LENDING TO IFIS, THE
 
DEVELOPMEdT OF NEW MARKETS FOR US AGRICULTURAL
 
COMMODITIES1 THE REPAYMENT OF U-S. OBLIGATIONS {SUBJECT
 
TO APPROPRIATIONS}, OR CONVERSION TO DOLLARS. THE
 
INTERAGENCY GROUP SHALL CONSIDER1 AND APPROVE AS MAY BE
 
NECESSARY, PROPOSALS FOR THE USE OF REFLOUS ON THE
 
RECOMMENDATIONS OF THE IPGS-


V. PROGRAM IMPLEMENTATION PROCEDURES
 

- A. AGREEMENTS. AS PROVIDED FOR IN NEGOTIATING 
INSTRUCTIONS1 TITLE I SALES AGREEMENTS WILL INCLUDE 
SECTION 108 LOCAL CURRENCY PAYMENT TERMS AND SECURE
 
COOPERATING COUNTRY SUPPORT IN GENERAL FOR PLANNED OR
 
ANTICIPATED SECTION 106 AND 108 ACTIVITIES.
 

ONCE A SECTION 108 DESIGNATED DEPOSITORY ACCOUNT
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IS ESTABLISHED IN A COUNTRY, SEPARATE LOAN AGREEIENTS,
 

CONTRACTS, AND GRANT AGREEMENTS ARE REQUIRED BY LAU TO
 
OBLIGATE THE U.S--OWNtED CURRENCIES FOR SECTION 108
 
PURPOSES. AID, AND AS APPROPRIATE, OPIC SHALL BE THE
 

IMPLEM1ENTING AGENCIES FOR LOANS AND GRANTS TO IFIS.
 
USDA, USING NORMAL CONTRACTING PROCEDURES, SHALL BE THE 

IIIPLEriENTING AGENCY FOR TECHNICAL ASSISTAUCE ACTIVITIES 
TO INCREASE MARKETS FOR U.S. AGRICULTURAL COIiiODITIES. 

- B. METHOD FOR HOST COUNTRY DEPOSITS OF LOCAL 

CURRENCY INTO THE SECTION 108 USG-OUNED ACCOUNT- THE 

TITLE I AGREEMENT PAYIIENT TERNS MAY BE EXPRESSED IN LOCAL 
CURRENCY TERIS, OR IN A COMBINATION OF DOLLAR CREDIT AND 
LOCAL CURRENCY TERMS. IN THE LATTER CASE, A SPECIFIED 
PORTION OF THE COIIIIODITIES SHALL BE PURCHASED FOR DOLLARS 
ON CREDIT TERIIS AND A PORTION SHALL [E PURCHASED FOR 

.OCAL CURRENCY ON CASH TERMIS. THE LO(AI C'IKKENCY SHALL 
QE PAYARLE-UlTfIL- ONE TU -120} AFT'RHU NDRED NIY DAYS TWE 

SOF ISBUaSEI"ENTBY T U.S. BANK TO THE US EXPORTERD~VRy 

IDITIES TO VESSELS ATU.S. PORTS UHEW TIE ShTETS TO
 

TH HORIP£ Cl+R-} THE LOCAL CURAUEICIES SHALL BE
 

DEPOSI INTEREST EARNING BANK ACCOUNTS.
 

TIOXIIHATELY 120 DAYS TTm F
 

DEPOSIT INTO A SECTION 106 {COUIJTRY - OUNED}C. 
ACCOUNT. PREFERABLY, THE SECTION 106.ACCOUNT WILL BE A
 

SEPARATE ACCOUNT- HOUEVER, THE IPG HAY PERMIIT SECTION
 

106 FUNDS TO BE COIMMINGLED WITH OTHER SELF-HELP FUNDS
 

AND/OR HANDLED INI ACCORDANCE UITH LOCAL CUSTOII FOR TIE
 

DEPOSIT OF PL 480 COUNTERPART FUNDS. PROVISION SHALL BE
 

IlAPE TO SECURE .AUDIT REPORTS ON THE USE OF SECTION 106
 

FUNDS.
 

VI. ELIGIBLE INTERrlEDIATE FINANCIAL INSTITUTIONS {IFIS}
 

AND LOAN TERMS
 

- THESE GUIDELINES ARE APPLICABLE EQUALLY TO SECTION
 

106 AND SECTION 108 LENDING PROGRAIS UNLESS OTHERWISE
 

INDICATED­

- A. ELIGIBLE IFIS. AN IGLTOLE IFI IS A BAtK, 

ETNANCTAI _T4-TTU.a"r, NONPROFIT. VOLUNTARYCOOP RATIVE N E
 UY1l PRr.3 -iT
Aa-ENCYI OTHEERI
 

TO HAVE THE APALLTTy TO IAKE AND SERVICE AN 

ACCORDANCE WTTH TiINSTAT.E. NON BANK FINANCIAL 

INSTITUTIONS SUCH AS EXPORT FINANCE COMPANIES ALSO MAY BE 

INCLUDED AT THE DISCRETION OF THE IPG- INDIGENOUS PVO'S 

AND CO-OPS MAY BE ELIGIBLE IFI'S 

UNCLASSIFIED
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OR oPrE.ATE IN TLBE TN 
- AN-DIFI SHil LorATr' 

IT SHALL ITE ORGANIZED UNDER THE LAUS 
OF 

_Lt NT 
THE HOST COUNTRY, OR IF ORGANIZED ELSEWHERE, BE DULY
 

T.JT-.T,

LICENSED TO OPERATE UITHIN THE HOST 

COUNTRY. 

THE USG
 

SHALL HAVE FULL LEGAL AUTHORITY TO 
BORROU FROIM 1
• -SBL'VL~t ECTION 


CNEIPLATED-
N RELE14DING
A 


- GENERALLY, {EXCEPT FOR CERTAIN PRIVATE AND 

VOLUNTARY ORGANIZATIONS AND COOPERATIVE 
PROPOSALS 

ENCOURAGED UNDER THE STATUTE} 
IFIS SHALL BE SOUND, GOING, 

E A iSORY ..... N FY. 
FI~L~'clA c WITH 

co ...... "l 
S-P CIFIC IFI SHALL BE BASED UPO 

L ET SEL CIN OF A
UDA ND


,.PICAL CI I TALN( 
U.S-DERED I.THE 

-
L':_" AN-­
... ISL S ANTA DINT 

SETONFRONESHPOFE--,Hw
U-
RZ:_ULICEREDI 

A CHOICE, THE USG AND THE 
COOPERATING
 

WHERE T ERE IS 
 IFIS, THE
 
COUNTRY SHOULD SELECT PRIVATE 

SECT.OR 


IMPLEMIENTING AGENCY SHALL 
ASSURE THIAT'NOTUITHSTANDING 

THE
 

LENDING
 
PUBLIC SECTOR OWNERSHIP OF 

THE IFI, ITS 


ACTIVITIES ARE CONDUCTED 
ON PRIVATE MARKET BASED
 

PR.INCIPLES-


HOUEVER FOR SECTION 108 LENDING 
PURPOSES, IT IS
 

EXECUTIVE BRANCH POLICY 
THAT ONLY PRIVATELY-OWNED 

IFIS,
 

WITH NO PUBLIC SECTOR OWNERSHIP, 
SHALL BE ELIGIBLE TO
 

RECEIVE LOANS-


LOAN AGREEMENTS BETWEEN
 
- B. LOAN TERIIS TO IFIS- IN 

THE USG AND IFIS, THE INTEREST 
RATE CHARGED IFIS FOR BOTH 

SECTIOIN 106 AND SECTION 
108 SHOULD NORMALLY APPROXIMATE
 

THE COST OF OBTAINING 
LENDABLE RESOURCES.OF 

COHIPARABLE
 

THE FREE PRIVATE CAPITAL 
hARKET IN THE
 

MATURITIES FROIl IF INTEREST RATES WITHIN
 
INDIVIDUAL COOPERATING 

COUNV.Y-


THAT COUNTRY ARE HELD 
DOWN ARTIFICIALLY BY GOVERNMENT
 

POLICIES, THE RATE CHARGED 
THE IFIS SHOULD BE SET 

WITHIN
 

THE CONTEXT OF US EFFORTS 
TO ENCOURAGE OVERALL POLICY
 

REFORMS. T A IT
ON S AND
 

UNTARY ORGAN
N ST RATES
L__PTAr S LOWER INT 
Br. CH
.,. _.HILE THE STATUTE P 


IT i
OF BECOMING IFIS,
STAPrm COSTS
roOPERAV 


UNCLASSIFIED
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pROVTDE LOCAL CURRENCY_FOR 
EXECUTIVE BRANCH POLICY TO 

, IPURPOSES 'R T ASIS. 

IFIS SHALL TRANSFER THE FULL
ALL USG LOANS TO 

THE USG SHALL NOT SHARE THE
 CREDIT RISK TO THE IFI-


CREDIT RISK OF IFI SUBLOANS.
 

T9IEtJAXIIlUII LOAN IIATURITY TO Als IFI SHALL BE 
HOWEVER TO fIAKE 


NO44:--4LE- EFFORTS SHALL BE HIADE LOAN
 

TO LOCAL CREDIT IIARKET CONDITIOUS.
 MATURITIES CONIFORfI 


THE IIIPLEIIENTING AGEI*CIES SHALL NEGOTIATE 
LOAN
 

TERIIS WITH IFIS SUBJECT T(, THESE GUIDELIHES AND POLICIES
 

SET BY THE IPG. FIXED OR FLOATIING RATE TERMS ARE
 

LOCAL IIARKET CONDITIONS.
ACCEPTABLEi SUBJECT TO 


- C. FORM OF LOAN AND GRANT AGREEIENTS. SAIIPLE LOAN 

AND GRANT AGREEIEHTS OETUEEH THE 
USG AND IFIS SHALL BE
 

SUPPLIED TOGETHER WITH AfNOTATIONS 
INDICATING WHICH
 

IFIS ANDLOAN AGREEIIENTS UETUEEI4 
CLAUSES ARE IIANDATORY. 

SUBBORROWEIS SHALL FOLLOW THE IFI'S 

STANDARD PRACTICE.
 

VII. ELIGIBLE PRIVATE ENTERPRISES 
AND LOAN TERIIS
 

SUBBORROWERS HAY BE
 ELIGIBLE SUBBORROWERS-
- A-
INDIVIDUALS, PRIVATE AND VOLUNTARY'

ORGANIZATIONSi
 
OTHER ENTITIES FORIIkD OR
 

COOPERATIVES, CORPORATIONSi OR 


OPERATING TJIVTANTIALLY WITIIIN 
THE COOPERATING COUNTRY.
 

TO BE ELIGIBLE TO RECEIVE A
 - {A} NATIONALITY. 
AIf"IFI, AN INDIVIDUAL SHALL 

BE A IIATIONAL OF 
SUBLOAN FRO|I 

THE COOPERATING COUNTRY OR OF 

ANY OTHER FRIENDLY LESS
 

FIRIIS OR OTHER ENTITIES AS
 DEVELOPED COUNTRY. 

SUBBORROWERS MIUST BE OWNED DIRECTLY OR INDIRECTLY 

BY
 

FIRMS OR NATIONALS OF THE COOPERATING 
COUNTRY OR THOSE OF
 

ANY OTHER COUNTRY ELIGIBLE 
FOk TITLE I SALES; PROVIDED
 

THAT UP TO 49 PERCENT OF SUCH 
OWNERSHIP flAY BE HELD BY
 

CITIZENS OF THE U.S-; AND PROVIDED 
FURTHER THAT IF
 

OWNERSHIP IS HELD BY NATIONALS OF THIRD 
COUNTRIESi
 

SUBSTANTIAL OWNERSHIP AND 
CONTROL SHALL BE VESTED III
 

NATIONALS OF FRIENDLY LESS DEVELOPED 
COUNTRIES.- flj-j9Am-


UTH-TFS SHALL. REQUIRE THE IFI TO ASSIWRETHE
 ArVrFrNT 


ELIGIBILITY OF 2UBBORROUES-


SUBBORROWERS SHALL NOT BE
 
- {B} PRIVATE SECTOR. 

IN WHOLE OR IN PART' BY THE 
PUBLIC
 

OWNED 'R CONTROLLED, 
 OR
 
SECT(OR OR BY ANY GOVERNMENTAL 

DIVISION, AUTHORITYi 


UNCLASSIFIED
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INTERNATIONAL
SUBDIVISION OF THE COOPERATING COUNTRY. 

ORGANIZATIONS, IIUNICIPAL AUTHORITIES, PARASTATALS OR
 

OTHER ENTITIES NOT WHOLLY OUNED AND CONTROLLED BY PRIVATE 

FIRMS OR INDIVIDUALS ARE NOT ELIGIBLE SUUBORROUERS. THE 

STATUTE IS CLEAR IN ITS INTENTION THAT THE SUBLOANS BE 

MADE TO WHOLLY PRIVATE FIRIIS A-14D IIJDIVIDUALS, NOT SUBJECT 

TO GOVERNMENT CONTROL­

- B. ELIGIBLE SUBLOAN PURPOSES. THE STATUTE {SECTION 

108} PROVIDES THAT IFI SUBLOANS SHALL BE IIADE FOR THE 
PURPOSE OF FINA!LCIING: 

- QUOT." {A} PRODUCTIVE, PRIVATE ENTERPRISE INVESTIiEIT 

WITHIN SUCH COUNTRY, INCLUDING SUCH INVEST11ENT IN 
PROJECTS CARRIED OUT BY COOPERATIVES, iJOIPROFIr VOLUNTARY
 

TO BE QUALIFIEDORGANIZATIONS, AND OTHER ENTITIES FOUND 
BY THE PRESIDENT;
 

- {D} PRIVATE EflTERPR ISE FACILITIES FOR AIDING THE 

UTILIZATION AND DISTRIBUTION A14D INCREASING THE 
UNITED STATESCONSUMPTION OF AND iIAPKETS FOR, 


AGRI1:ULTURAL COMlIODITIES AND THE PRODUCTS THEREOF; OR
 

- {C} PRIVATE ENTERPRISE SUPPORT OF SELF-HELP 

MEASURES AND PROJECTS. UNQUOTE
 

- THE IFI LOA14 AGREEIIEIlT SHALL REQUIRE AN IFI, TO 

THE JAXIIIUII EXTENT FEASIBLE, TO GIVE PREFERENCE TO THE 

FINANCING OF AGRICULTURAL RELATED PRIVATE ENTERPRISE WITH
 

THE FUNDS PROVIDED UNDER THIS SECTION.
 

- SECTION 106 REFERS IIORE GEIIERALLY TO QUOTE 

PRIVATE SECTOR DEVELOPIIENT ACTIVITIES UNQUOTE UITHOUT 

REFERENCE TO A PREFERENCE FOR AGRICULTURAL PURPOSES. 
OF POLICY, THE PERIIISSIBLENEVERTHELESS, AS A IIATTER 


106 AND 108 SHALL BE READ TOGETHER
PURPOSES OF SECTIONl 

AND READ BROADLY TO INCLUDE A WIDE VARIETY OF LOAN
 

PURPOSES AND A PREFERENCE FOR AGRICULTURAL- RELATED
 

TO THE EXTENT PRACTICABLE, SECTION 106 AND

ACTIVITIES-
108 FUNDED IFI LOA14 AGREEIIENTS SHALL BE SIMILAR III THEIR 

TERIIS ANt, PURPOSES.
 

UNCLASSIFIED
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- C. SUBLOAN TERMS. USG POLICY IS THAT INTEREST 
RATES FOR PRIVATE BORROWERS SHOULD NOT BE LESS THAN 

PREVAILING FREE MARKET INTEREST RATES OR A RATE WHICH 
CAPITAL IN THE
APPROXIMATES THE OPPORTUNITY COST OF 


INDIVIDUAL DEVELOPING COUNTRY-
 THE INTEREST RATE CHARGED
 

TO THE SUBBORROUERS BY THE IFI SHOULD COVER COSTS OF
 

LENDING IN A MANNER CONSISTENT UITH COMnERCIAL PRACTICE.
 

- IN MANY OF THE DEVELOPING COUNTRIES PREVAILING 
RATES ARE DISTORTED GY LOW LEGAL CEILIN4GS ON INTEREST
 

RATES, OTHER DIRECT INTERVENTIONS IN THE LOCAL CAPITAL
 

MARKET BY THE GOVERNMENT, OR INAPPROPRIATE FISCAL AND
 

CREDIT POLICIES- IN SUCH COUNTRIES, INTEREST RATES TO BE
 

CHARGED TO PRIVATE ENTERPRISES SHOULD BE SET UITHIN THE
 

CONTEXT OF EFFORTS TO ENCOURAGE THE GOVERNIENT TO
 

PROGRESSIVELY REMOVE THE IMPEDIMENTS TO A FREE CAPITAL
 
iIArkET­

- D. OTHER TERMS. PROCUREMENT REGULATIONS APPLICABLE 

UNDER THE FOREIGN ASSISTANCE ACT AND OTHER USG STATUTES 
RULES FOR COOIPETITIVEINCLUDING, BUT NOT LIMITED TO, 


PROCUREMENT AND THE QUOTE BUY AIERICA UJQUOTE PROVISIOHS
 

APPLICABLE TO PRIVATE ENTERPRISE PROCUREMENT WITH
ARE NOT 

US-OWNED CURRENCIES LOANED BY 1FIS-


IFI LOAN REPAYMENTS
VIII. USE AND DISPOSITION OF 

THE TITLE I SALES AGREEMENT WILL
 - A. SECTION 106. 

ROVIDE FOR A JOINTLY PR06RAMIIED ACCOUNT FOR SECTION 106
 

LOCAL CURRENCY LOAN USES- CONSIDERATION SHOULD BE MADE
 
DURING WHICH
TO NEGOTIATE A FIXED LIFE OF THIS ACCOUNT, 


DEBT SERVICE REPAYMENTS 8Y IFIS WILL BE MADE TO THE
 

OTHER HOST COUNTRY ACCOUNTS-
ACCOUNT RATHER THAN TO 

AFTER THE ACCOUNT IS TERMINATED, DEBT SERVICE PAYMENTS
 

WILL SE MADE DIRECrLY TO THE COOPERATING COUN4TRY­

- S SECTION 106- ALL THE SECTION 108 USES OF 

REFLOUS ARE AVAILABLE UITHOUT CHARGING AN APPROPRIATION 

EXCEPT USE FOR PAYMENT OF U.S. OBLIGATIOnS- SEE SECTION 

THE TITLE I SALES AGREEMENTS
108{D}{2} AND {3}. 

CONTAINING PROVISIONS WHICH PROVIDE FOR SECTION
 

SHALL PROVIDE, TO THE EXTENT
108-RELkTED ACCOUNTS 

ITS OWN


PRACTICABLE, THAT THE U.S- SHALL BE ENTITLED, AT 

OF THE FOUR PURPOSES
OPTION, TO USE REFLO5S FOR ALL 


8ECAUSL OF THE NEED FOR SOME
AUTHORIZED BY THE STATUTE-

CENTRAL BUDGET CONTROL, THE FOOD AID SUBCOMMITTEE SHALL
 

ALLOCATE LOCAL CURRENCY REFLOWS TO POTENTIALLY COMPETING
 

REQUESTS FOk SUCH CURRENCIES; ANNUAL FIELD REQUESTS FOR
 

UNCLASSIFIED
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SECTION 108 AUTHORITY SHALL INCLUDE, 
AS APPROPRIATE,
 

REFLOWS.
REQUESTS FOR THE REUSE OF 


SPECIAL STATUTORY PROVISIONS
IX. 

THE STATUTE CONTAINS
A. PUBLICITY REQUIREHlENTS-
-
SECTION 108{A}{2} AND 

TWO REFERENCES TO PUBLICITY: 
 LENDING THE
 
THE FORMER PROVIDES THAT PRIOR TO


108{C}{7}- AS
 
LOCAL CURRENCY, THE PRESIDENT SHALL TAKE SUCH STEPS 


ARE NECESSANY TO ASSURE THAT THE 
AVAILABILITY OF LOCAL
 

CURRENCIES TO FINANCIAL iNTERMEDIARIES 
IS ADEQUATELY
 

PRESS
UITHIN THE PURCHASING COUNTRY- GENERAL 

PUBLICIZED OF 1985 RELEASED BY THE
SECURITY ACT
GUIDANCE ON THE FOOD WILL MEETBY THE FOREIGN PRESS
19&6 AND PUBLISHEDUSG IN THE PREFERRED
OF THIS SECTION.THE REQUIREiMENTSSOME OF 

IS TO MAKE THIS IHFORMATION 
METHOD FOR FURTHER COMPLIANCE 

PRESS RELEASES WHICH ANNOUNCE THE 
EXECUTION OF
 

KNOUN IN 
 PRIVATE ENTERPRISE 
THE TITLE I AGREEIIENT CONTAINING 

SUC.. PRESS RELEASES WILL ALSO
 
LENDING PROVISIONS-


whO DESIRE TO PARTICIPATE 
SOLICIT pROPOSALS FROMI IFIS 

IN
 

THE PROGRAM.
 

THE SECOND PUBLICITY PROVISION 
RELATES TO IFI
 

BORROWERS PUBLICIZING THE AVAILABILITY 
OF LOCAL CURRENCY
 

STANDARD LANGUAGE III
 
RESOURCES FOR THE PRIVATE SECTOR. IFI 
THE FORM OF LOAN AGREEMENT 

BETWEEN" THE USG AND AN 


PUBLISH FACTS ABObT THE PROGRAM 
IN
 

CALLING FOR IFIS TO 


LOCAL NEUSPAPERS WILL ALLOU 
THIS REQUIREI1ENT TO BE MET.
 

MADE TO INCLUDE SIMILAR
 EFFORTS ShALL BE 

SECTION 106 PROGRAMS-


PUBLICITY REQUIREIENTS IN 


MANDATORY COt'VERSIONS OF LOCAL CURRENCY TO
 
- B-

AS AMENDED, PROVIDES THAT
 SECTION 103{U},
DOLLARS. QUOTE
UNDER SECTION 1108 

FOREIGN CURRENCIES TO BE USED 
 COMMODITIES


AGREEMENT FOR THE SALE OF 

ACQUIRED UNDER AN 


UNQUOTE BE CONVERTIBLE TO DOLLARS 
DURING THE PERIOD
 

"F 4EYEAR& AFTF- T4F DATL T 
N OT LATER TAN 10 

T DEL -& O COIIIlOD IES AND ENN 3Q YAV 

THE EXC I E RATE FOR EACH TER-~ T.ErnNERION-


CONVERSION SHALL BE THE HIGHEST 
RATE, YIELDING THE MOST
 

DOLLARSi APPLICABLE IN THE COOPERATING COUNTRY 
ON THE
 

EACH CONVERSION-
DATE OF 


STANDARI, NEGOTIAT.iNG INSTRUCTIONS 
FOR TITLE I 

AN AMOUNT EQUAL TO THE 
AGREEMENTS LILL PROVIDE THAT 


OF LOCAL CURRENCY INITIALLY 
DEPOSITED IN
 

PRINCIPAL ArIOUlJT THIS HOSTTO 
THE SE'.TION 108 ACCOUNT SHALL BE SUBJECT 

UNCLASSIFIED 
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COUNTRY PROMISE OF CONVERTIBILITY. THIS Wfi 'HA__ 
INTO THE SFCTTAN 1.0=DEPOSITj IXED fWHQUFULL TINITIAL 


AAS OCCURED. IT IS NTDED THAT THIS LOCAL
 

C'e-IRW Y-SUM WILL 3E GRADUALLY CONVERTED TO DOLLARS OVER
 
A TIME PERIOD NEGOTIATED IN THE TITLE I SALES AGREF1T
 
AAED TO THE C.C-C. IN ITS REUUEST FOR A 

"-ECTIMM PROGRAM, THE IPG SHALL PROPOSE TERMS FOR THIS 

CONVERSION AND RECEIVE INSTRUCTIONS FROM THE INTERAGENCY 
GROUP. 

THIS SECTION 106 CONJVERSION RIGHT SHALL BE
 

ADDITION TO ALL OTHER CONVERSION RIGHTS OTHERWISE
 
AVAILABLE TO THE USG IN THE RESPECTIVE COOPERATING
 
COUNTRIES­

- C.' COMPETITION UITH U.S. AGRICULTURAL COMMODITIES
 

IN UORLD MARKETS. SECTION 106{B}{4}{8} AND SECTION
 

108{C}{5} OPExATE TO PROHIWIT SLBLOANS WHICH UOULD
 

PROMOTE THE PRODUCTION OF COMMODITIES OR THE PRODUCTS
 

THEREOF THAT THE PRESIDENT DETERMINES uILL COMPETE IN
 

WORLD MARKETS WITH SIMILAR ITEMS PKODUCED IN THE U.S.
 

THIS REQUIREMENT IS OPERABLE ONLY WlTH RESPECT TO
 

EXPORTS, NOT LOCAL CONSUMPTION- FOR PROPOSED IFI
 

SUBLOANS INVOLVING AGRICULTURAL EXPORTS THE IFI LOAN
 
OF A
AGREEMENTS SHALL REQUIRE THE PRIOR APPROVAL 


THE FIELD, A LIST OF SUCH
DESIGNATED U.S- OFFICIAL IN 

PROVIDED UNDER SEPARATE COVER.
COMMODITIES WILL BE 


USDA/FAS WILL PROVIDE ADDITIONAL GUIDANCE FROM TIME TO
 

TIME.
 

- D. HOST COUNTRY GUARANTEES. SECTION 106{C}{6} 
REQUIRE A DEVELOPINGPROVIDES THAT THE PRESIDENT MAY NOT 

COUNTRY TO GUARANTY AN IFI'S REPAYMENT OF A SECTION 108 

CREDIT RISK ON EACH LOAN TOLOAN. THE USG SHALL TAKE THE 
AN IFI.
 

- E. AGRICOLTuRAL TECHNICAL ASSISTANCE AND FOREIGN 

MARKET DEVELOPMENT. SECTION 108{D}{2}{B}, RE-USE OF 

REFLOWS 0, CuRRENCIES REPAID BY IFIS, CALLS FOR THE USE 

OF LOCAL CURRENCY TO DEVELOP NEW MARKETS FOR U.S. 

AGRICULTURAL COMMODITIES-


ALLOWS THE PRESIDENT TO
SECTION 108{F} ALSO 

PROVIDE QUOTE AGRICULTURAL TECHNICAL ASSISTANCE 
UNQUOTE 

TO FURTHER THE PURPOSES OF SECTION 108, INCLUDING THE 
TO THE MAXIMUMFUNDING OF MARKET DEVELOPMENT ACTIVITIES. 


5 PERCENT OF THE SECTION 108
EXTENT PRACTICAULE, AT LEAST 
SHALL BE USED TO CARRY OUT

DESIGNATED LOCAL CURRENCIES 
SUCH ASSISTANCE. IPG RECOMMENDATIONS ON THIS PROVISION 

UNCLASSIFIED
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IPG RECOMMENDATIONS OF ANY
 
SPECIFICALLY
ARE REQUESTED. 


ASSISTANCE NEEDS, INCLUDING 
USE OF
 

MARKET DEVELOPMENT USDA/FAS
 
IN-COUNTRY COOPERATORS, 

SHOULD BE IDENTIFIED" 

DEVELOPMENT PROPOSALS 

THAT
 
WILL ALSO CONSIDER MARKET 	 DISTRIBUTION
 
PROVIDE SUPPORT FOR IMPROVED 	HANDLING 

AND 


AGRICULTURAL COMMODITIES
 
AND INCREASED CONSUMPTION 

OF 	 ANY
IPG ADVICE ON
FAS-

WHICH ARE PRESENTED 

DIRECTLY TO 
SOUGHT TO FACILITATE
 

SUCH DIRECT PROPOSALS 
WILL BE 

THESE FUNDS, HOWEVER,
 
WASHINGTON DECISION 

ON THESE USES. ADMINISTRATIVE
 
CANNOT BE USED FOR GENERAL 

OPERATING AND 


EXPENSES OF THE PROGRAM-


REPORTS, AUDIT AND FINANCIAL MANAGEMENT
 
X. 


SECTION 108{E}{2} CALLS 
FOR REPORTS TO
 

- A. REPORTS. 180 DAYS
 

BE SUBMITTED BY THE PRESIDENT TO 
THE CONGRESS 


THIS REPORT SHALL
 

AFTER THE CLOSE OF 
EACH FISCAL YEAR-


BE PART OF THE PL 480 ANNUAL RCPORT TO 
THE CONGRESS.
 

BE SUMMARIZED AN:D
 
DATA IS TO 


GUIDANCE OM HOW THIS 


REPORTED WILL BE SUPPLIED 
LATER.
 

GRANT AGREEMENTS 11ITH IFIS
 
AUDIT. LOAN AND 
- B.' 	 SUPPLIED LATER} WILL
 

(FORMS FOR SUCH AGREEMENTS 
TO BE 


pROVISIOJS ALLOWING 
USG AUDITORS
 

CONTAIN NORMAL USG 
AUDIT 	

IN ADDITION, EACH
 

TO CARRY-OUT THEIR 
NORMAL FUNCTIONS-
 AUDITORS
 

IFI'S OWN INDEPENDENT 

AGREEMENT WILL REQUIRE 

THE 


TO AUDIT EACH SECTION 
108 LOAN AND REQUIRE 

THE RESULTS OF
 

SUCH ANNUAL AUDITS 
TO BE ROUTINELY FORUARDED 

TO THE
 

ADMINISTERING AGENCY 
WHICH, IN TURN UILL FORWARD 

THESE TO
 

THE DCC-


FINANCIAL MANAGEMENT
 
FI1NANCIAL MANAGEMENT.
- -C-

SERVICES FOR SECTION 
108 LOANS AND GRANTS 

SHALL BE
 

PROVIDED BY AID IN ACCORDANCE 
WITH PROCEDURES MUTUALLY
 

END TEXT. YY
 
SUBCOMMITTEE. 


AGREED UPON BY THE 
FOOD AID 


UNCLASSIFIED
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SUBJECT: GUIDAlCE ANDNEW AGREEVENT TEAT FOR A PROPOSED 
FY 1937 TITLE i P';ELICi4V 43 S l E 4"EMS;IT ',HICH 

INCLUDES SECTION I8 PROVISIONS FOR LOANS FOR PRIVATE.I
' ENTERPRISE PROMOTION. ---- -- '"'" 


RET.; 'Al :iATE ZOSHIA -. Jsj.I.I, It
El TATE 3-TED 

HlOJr/FELR,
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SUMMARY: PURPOSE OF THIS MESSArE IS TO PROVIDE ALL
 
MlIS'IONS CONSIDERING TY 17 TITLE I AGREEMr WITH iEW 
FM 87 TITLE I SALES AGREEMENT TEXT FOR AGREEMENTS WHICH 

INCLUDE BOTH SECIION 10a PROVISIONS To PROVIDE LOCAL 


STmTE 363270 7510 OB3lEA AIO30!
 
CURRENCY FOR LOAN; FOR PRIVATE ENTERPRISE PROMOTION, AND
 

TRAOITIONA LOrji FORMAT C LLS
 TERM CREDIT rIIIMINCING. 

FOR FULL NEW 4LiEEMENT FOR WHICH TEAT1: PROVIDED HEREIN.
 

ALSO CONTAINED HEGE~h I' CIIOAISE rCe91l'TEt SF
 

NEGOTIATION S0 THAT RECIPIENT GO'JEF!EfITS ARE AWARE OF
 
CERTAIN SIGNIFICdNT LOA:IPARAMETERS. END SUMMARY. 

1. AS THE INTER-AGENCY WORHING GROUP PRDOMIED IN REF
 
(A),THERE ISDETAILED BELOW GUIDANCE ID A COPY OF THE
 
COMPLETETEATOF THENEW FY iT ITLE I -uAEEMENT IeilCn
 

CO.ERIIIS UNDER
 
SECTION 103 PRIVATE ENTERPRISE PROMOTIONi.THE TEXT
 

INCLUDESSTAIDARD TOBE IN ALL
 

INCLUDESLMNGUhGE THE TERMS ArIDCC30OITIONiS 

LMTU.UAGE INCORPSRLED 

TITLE I INCLUDING I,11, .140 III. NOTE
AGREEMENTS, PARTS 

THATTEXT FOR AU: AGREEYEliT DEVOTED ;OLELt T.O SECTIO:I 105
 
PROGRAMMING VARIES FROM THAT SET FORTH BELOW.
 

ACCCRDINGLf, 01Y EIIBASSIES CONTEIPLATIr4 ML-LJCAL 
CURRENCYPROGRAMMING SHOULDADVISE THELORPIns GROUPAND 
REQUEST APPROPRIATE TENT. lrl-COIlTRIPOLICY AVOUPS
 
IIPG'S - OEFINES IN SECTION IIIB, OF REF A) ARE REMINDED
 
THAT THE BASIC liEGOTIATING INSTRUCTICHS USED IN PRIOR
 
YEAR NEGOTIATIONS ARE STILL VALID ANDNEED TO BE FOLLO'ED
 
APPROPRIATELY. WASHIUGTC:I CPES TO TRmIISNIT
EMRLf
 

DECEMBER ILLUSTRATIE DRAFT .SREEETIt BE7.EEN THE USG AND
 
IFI,AS PROMISED REF A l, PARA A.
 

2. ALSO, YOU ARE REMINDED THAT THIS MESSAGE IS INTENDED
 
ONLY TO ADVISE RESARDING NEW TITLE I TEXT. COUNTRY
 
SPECIFIC GUIDANCE VO AUTHORITY TO BESIN NEGOTIATIONS OF
 
FY 87 TITLE I AVREEMEITS WILL BE PROVIDED ON INlOIVIDUAL
 

BASIS BY DOCC 
AID SUc-,STOT CLWAII GROUP. 

COUNTRY IN 'EPTELSAS ANDLHENAPFRCEO FOOD 

3. IT IS RECOGNIZED THAT SOME MISSIONS MAY WISH TO
 
REVISE ITEMS V AND VI UNDER PART II - PARTICULAR 
PROVISIONS, TO REFLECT SPECIAL LANGUAGE FOR YOUR 
PARTICULAR COUNTRY WHICH WAS DEVELOPED UNDER PRIOR YEAR 
AGREEMENTS ON SELF-HELP OR USE OF PROCEEDS LANGUAGE. 

4. MINUTES OF NEGOTIATION Ul/N): YOU WILL BE REQUIRED 

TO DISCUSS AND RECORD INM/N THAT, AS SECTION 108 
REQUIRES, PURPOSE OF U.S. LOANS TO INTERMEDIARY FINANCIAL 
INSTITUTIONS (IFI'S) WILL BE TO FOSTER AND ENCOURAGE THE 
DEVELOPMENT OF PRIVATE ENTERPRISE INSTITUTIONS AND 
INFRASTRUCTURE AS THE BASE FOR EXPANSION, PROMOTION, AND
 
IMPROVEMENT OF FOOD AND OTHER RELATED GOODS AND SERVICES
 
WITHIN THE COUNTRY. ALSO, THAT PREFERENCE SHALL BE GIVEN
 
TO MAXIMUM EXTENT FEASIBLE TO FINANCING
 
AGRICULTURAL-RELATED PRIVATE ENTERPRISE. HOWEVER, AS
 

SECTION 108 ALSO REQUIRES, FINANCING UNDER THIS AGREEMENT
 
MAY NOT BE USED TO PROMOTE THE PRODUCTION FOR EXPORT OF
 
AGRICULTURAL COMMODITIES OR THE PRODUCTS THEREOF THAT
 

WILL COMPETE, AS DETERMINED BY THE U.S.,IN WORLD MARKETS
 

WITH SIMILAR AGRICULTURAL COMMODITIES CR THE PRODUCTS
 
THEREOF IN U.S. ADDITIONAL INFORMATION ON THIS ASPECT
 

WILL BE PROVIDED SHORTLY.
 

S. AGREEMENT. 

F T RC L
FOLLOWING IS FULL TEXT OF AGREEMfENT W'HICHWILL BE
 

USED BY ALL Mi::IClSN
.1ICH INCORPORATES 'ECTIC0 10
 
PROVISIIIS.
 

BEGIN TExT ,FEMSNT.
 

AGREEMEIIT BETWEEN THE$OVFRN"TtIT OF T4fE'IITEO TATES OF
 
AMERICA AND THECOVFRINMENT OF ITo BE INSERTED BY
 

WASHINGIONI FOR SALES OF AARICULTURAL COMIYOOIIE.
 

UNCLASSIFIED
 



PAD aG2 en 6f TELEGRAM-
STE 6S0 ~''~ 7 4 A133053 :TATE, 3 9;13647003~ 

COIMfOOJT IES ORAOJT omoIrIESPOIE FORINANY 

AMENIII .ITO T ISGREENIT, W1IN 10 DAYS ~1E R ,THE 
OFTHEuN TEDS E OF AERICA AMO THI(THEGOVERNM1ENT 
_0 6E INLR T E0) IG j'i'HE~f PURCI :EI'UHPIZTICSHL ICUEIPO 01 NGOVERNIMENTOF ,R.ECO.NII EPO SO' 

4y1,IU~RIAPAOE A 4:E
DESIRASIL, IT OFEXP~" NilSTIAL IRELATING ITIEl, AN OTHERTHESALE AIID DELIVERY OFSUCHCOM'DO 
COrIOI TIES EET, TH NTD rT 

tHERENAFTER TOASTE IHRELEVANTiIMATTER..REEF[ ,PO 


(HERE.IcouNTRV) IIA;TER 'RF;E O STHC M' N 
0,DLIEY E OS

FP IEIOLCOUTIEt INAI1ANNIR
COU ?ND WITH'OTHER18TRY) 
T I NOSC HE-EXPORT NO~~ E-<'«01~BYTEGVRMN FTTHAT IILL-NOT. 0 1SPLACU AME F 

- ' EXCEPT 'AS M BE AUTHORI ZE BYTH.OEN1~~ H

DISRUPT %0L.
COUTRYIN~E:EcMMODITIES OR VkCUL COCIR ~L ~ E OF COMM~ODITIES :L7IO.1 COUNTRYTHE:UR~~I'IN'~~' 

UtNDER AGREEMIENT EE'MADE iIIN-THIS5 tIIALIL HESUPPL Y 
COIIERIL;RAE ~~Fl~lL~COlIR~s 


COUNTRIES; IN H "CCI ODITfTABLEIN P~rIT 1 1, COMRCATRD'WT FRIEHlODS 


ING 

1 E4AMEAXIUMI VALUES.
TAKINHGINTO ,ACCOUNT THEIMPORTANCE .TOOGEVLLOP ~ < ~ 'p 

~ ~ < jEXPORT ~ 
IVEFFORTS TO HELP THEl1:ELYE.. TOWARD 4 4.'
COU4TRIES OF.THER 


OF' SEL I ICL 
F-REL 1ANCE, UDINOEFFORTTO<GREATER' EGREE 
OFTHETOTAL QUsNTI TYOFEACH COMMODITY COVEREDZ
VALUE
OFFOOD ANDPOPULATIOl ~THEF;ODUCTIGlMET1E7,REE" tAUTHORI LAYI HALL; NOTEXCEEDBYTHE; PURCHASE OS THE~ 

GROWTH;,<4"~ 

IMUM EXFORT MAR ET,VALUE IED FOR COMIODITYSPECIF THAT 

'<$ -;f ~MAX 

sm<: ­

'4«<RECOGNIZINGITHE POLICY OF THE EXPORTING COUNTRY TO USE 
XO T 1 ONR MAY A~i<INPART GOVERNMlENT%IlI<THE OF H 

AGRICULTURAL PqODUCTIVITYTO COMBAT HNGJER AND
'<"<ITS B
LIMIT THETOAI AE'FACCMODY1 GEOVE 

INTHEDEVELOPING COUNTRIES, TO.ENCCURAGEMIALNUTRITION 
 OS SP C ELIE R TEPUCAEATOIATHEIR OWl AGRICULTURAL
HESE COUNTRIES TO IMPROVE
A IA<''~ MAY RECUIRE, SOJHIAT THE--QUANTITIES OF~MARKETING FACTORS

TO ASSIST THEM IN THEIR ECONIOMIC 

SOLD'JILL ,,EXCEED' ~ 

DEELPMNT MAX 'QAN I YSICFIE NPR 
,.,'<:< PRODUCTION iAND SUCHCOMMIODITY lIOT',SUSET~fli'ALLYTHE 

APPROIMATE IIIUI'APPILICASLE
<>. EEOMN.-

"
 TO II'''"A~'' ~ ~''< ~RECOGNIZING THEDETERMINATION OFTHE IMPORTING'COUNlTRY A"" '~4~~~ 7 

IMRVT-WRDCIN TR~"ADDISTRIBUTION OF ,A .n 4~ A< "7j.'
F. OCEAN FREIGHT,'--

AGRICULTURAL FOOD PRODUCTS, INCLUDING THE REDUCTION OF~ ' . <
~', ':4~K' -A''A'.A~ <'" 


IN ALL'STAGESVOF, FOOD HANIL IIG; 


THE IGOVERNMENT~'~~
 
WUASTE THE GOVERNMENT OF THElEPORTING COUNTRYSHALLBERH
 

ISHVDIFFERETI A . OR ~ColMOI ITIESOCEAN-FREGO'VERNI'~ 
DESIRING TO SET:FORTH THlEUNDERSTANDINGS"THAT WiILL' 
 EXP ORTING CCUHiIRY TOCIE TRANSPORTED INI1EOUI<RE;
: OF~THE 
THE'SALES OF AGRICULTURAL CO.MM'ODITIES'TO THE ,IMPORTING~ 
 L: UNITED -;z -,F:Z

TTLE'- CFTHE AGl;=LTU;AL ;;:~E
CAT7F;Im 
 AMOUNT' AS-DETERMINED BY
O' ISDEEMEDY!9BE THlE,DEVELOPMENT'AND
IFFERENTIAL
AS AMENDED, (HEREINAFTER-
A ASSISTANCE ACT, THEOF2THI~OT~CUTRY, 1,ICH-'- THEiGOVERNMENTH ; URESTNATITHE TWO
<<REFERRE'TO AS THE ACT),r~I ION1 IS HIGHER, (THANOLIOFDOCEANTRANSPORTATJ COST
WJILLGOVERNJMENTSTAKEINDIVIDUALLY ANDCOLLECTIVELY II 

4
' , - OTHERWISE BEJTHE CASE),BYRESNC TH$QUAMT.HT 

FURTHERING THE ABOVE-MENTIONED POLICIES;,-' 
 TTES:FLAG-'ki<
'''THE COIMMODITIES BETRNPTD INUIE
A'~ <<, IlMEN1T OTYSHALLESSELS.17THE, GOVE OFTHEIMPORTING-
HAVE AGEE A'FLLWS f
TE,G6OCNi1ENT OFTHE" 

H 
'' '' ~ ~'4 ""HAVE NO'OBLIGATIIN TO REIMiBURSE 

-OR E I' RDFS1,LCL URNYONG:ONR 
APART I GENERAL' PROVISIONS,. THOC HJREICHT DIFFERENTIAL
FOR<
-<41PO~I~
I~~~IG"ONR 


OFTHEEXPORTINGBORNE,BY THEGOVERNMENT COUNTRY.4 
i-'ARTICLE I 


C OT.HE
G TASOAIO ERST*OA CIRRI 
TO FIAC OMDITY SAES.
A,4'~
A''EEN 


~ "' ' ' ~USED' FORCOMMOOITIES REQUIRED-TO BE 
ALE," FIN'NC:'H3 AGRICULTURALA'COMMODITIES1TO INANYUKITED'STATES FLA6 VESSELS,;-AND 
, '*~34 4 TRANSPORTED I!N
IZEO BY,'TE OENET F THE rgMPOjTING <LATER TIR-EET 04 VSL,PURCHASERSAUTHOR EVENT111T

JTHE TETRMS 1W XF-~RSETTIVESLFOR'LOADING,
-HACRAC AND 
 "ET
TERMS
ACOUNTRY, WITHCONDITIONSTHE' OF TNE IMPORTING COUNTRY.'OR'TIE PURHAES
A "TNEGOVERNMENT 

--2FORTH 'INtTHIS AGREEMENT.$'V '< '-"< 4' 

B ITSHALL'OPEHA LETTER OF,'CREDIT, INUNITED'AUTHRIZD 

SIMATEO C0OF CENT­,-,SIATES DOLLARS, FORTHE:,S 

" B %PURCHASE AUTHORIZATIONS"'-'.'' '-< 
A 


4

44"A ' A'<'"'""'~"TRANSPORTATION FOR SUCH'COMMODITIES.
4'.~~,''AA


' '
 TRIAINCAS ~~? '' <''3 

"'THE FINANCING OF THEAGRICULTURAL COMMODITIES LISTED IN LAUSE
H.TERMIATION
WJILLBESUBJC TO:APART 1I1OF.THIS 'AGREEMENT 

LE, 4!10OEIVER O CCMI100ITIES IIDERUL I'e
EEYPORT111,1'H,UAIICEEBITHE IOVE ArE11TOFTH<' 

RItI ER 6,OPHIlEITIF
EO 6 

CONRFPRCHI~ ''- THI ArIFEEIIEIITJ eEiTEc1lII,
1; H CC Ifl.IIT4lOR I!A 101"""""';' 

-THAT GOVERNIENY DETERMINES THAT'IECAUSE OF CHANGED
 
OD'-' "~"'i'-~ ­1YBY TH ENMN O H IMPORTING COUNTRY; ~ ~ -~ CaNOITIbiS' THE'CONTINUATION OF,SUCNWFIHANCING, SALE,' OR 

- ~A-,'IA" < ' ~ 
DELIVERY'11,rOR 1,0IE41RAL E. 

DCMODITIES At'YI E-'-''
2'--THE'AV1AILuB'LIT1 OFTE'EI 


11'A
A' 2"A'"'4ARTICLE
AAAA.'"
'A' A"'~
~"~'~' '< 

4--.
E AUTHORIZATIH^l. 

,
 
C.APPILICATIONI FOI PURCHA^ 

'WA. INITIAL PAYMENT.,A"'A 

AITOR IZAIOl-, 'JILLDEMADE2'I,<A~-'ICAT104 FORP1Ji1JAIlE 
'ATHE fOVERHMEHT OFTHEIMPORTING COUNTRY SHALLVAPPL 
 PAY, OR
 

EFFECTIVE DATE OF THIS~ '':<A'' '"-'A " 
AND,VItHREPECT TOAllADDITIONAL 

WTI990 AFTERTHlE 
AGREEMENT,' 

2
 UNC~LASS~IFIE3D
 

A'L
 

4 
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CAUSEJTO EPA o; SUCH 4LPYETA MYB >NT ASFOLLOWS: y-

SPEC61ED~ IH ARTICF THIS AGREEI1ENT. AMOUNT,tjIE .OF<-
ATPC, T1 H CHCN PRICE T EETHIS AyMENT HALL roPo 1 T U THE CA- OFAL' ~IH TO'OOLAi~ 


(EXCLUDING ANY OCEAN B AA E ON T IO T - LA O E:E COMMODITIESTRANSPORATIONSCOSTSTHAT DATi I 

I'HL 
INTILPAMNT'11P T1 ,A!0PA)IIENT :HALL BErAOE JN '' THAN THE DUE DATE OF.14CH~ lNTALL.,N r 115NTOF 

UNITED STATES DOLLAR' INiACCROANCE WIT TH AAP u 1IR:T IEDATECF THE 


I T EPUAL TO THE PERCENTAGE PECI VED CR j INEACH CALENDAR YE R'UTERESJ BE P41 0 LATER 

PRINCIPALECEPT T 


PURCHASE1$AUTHORIZATII. TTERS9JCH o
CA 

4AYTHADELIVERY,. E THE FIR.T AYMENTOF ITERESJ!HLLRE V.ADE NO 
L B. CURNY E LATER THAN THEANNIERAR 'ATEOF SUCH DATECF LAST 

DEL~ ANDHEEm E t-OF- HTERES-jHo4L-'BE-DEVRI~q -T iIR,-PAY11EN 
TH GVENMNTOMORT O OUTR SAL PAY,OR 4 JACEAVIUALLY NO!LATER 'A,TE ~ M AND "THAN'TEDU OFEACH~ 
,AVSEJREDUPNTE ByTH . . CF TH PAYMENORNME .. INSTALLENT I OF PRINCIPAL, 

EXPORT'ING COUNTRY'iN-AflOUW SrAS,VMA fDETER Ih-E, BU IN
 
ANY'EVENT THAN YEAR 0. I N THE CASE OF CONVER LOCAL IT,~
NOfl.ATER %ONE VAFTER THE FINAL TIBELE CURRENCI CRED 

-- -"MMDTYREI,,OROAT UNDER 'DOLLAR~ISBURSEMENT,,BYLTHECMOIYCEI~OPRTO ~ ~ '-" INTEREST LBEGSHALL INJO ACCRUEON TfE OATEOFDL'R'" 
THIS 4GREEMENT,'O.RCRiIE'D -,OFCUPPL FERIOD,:' 'DI BURd.MEN. B:T...VE.IIMENT OF THE EAPGftTIIu NTY.TrIE ..................... 

WNICHEVERO IS LATER, SUCHTPAYMENT.ASMAY E SPECIFIED I- - SUCANTERET SHALL EPAID ANNUALLY BEGINeNING ONE YEAR 

AFTER-THE DATEOF LAST DELIVERY OF COMMODITIES 

THE ACTIHEREINAFTER REFERREO" TO AS THE CURRENCY USE 
"PART11OF, TUI SIAGREEMENTTPURSHUANT-TO ECT I 103 B) .OF, .. IN EACH'
 

CALEMDAR'YEAR'r EXCEPT THATIF THEINSTALLMENT PAYMENTS"YI 

'.~ SE'PYMET .SHALL THE,AM'OUNT 'FOR THE E COIIMODI ''CAME IVERS-ARVPAYNENiTI TECUARENCYq BEO rIg.ARE NOT DUE ON THE ANN -

S FINANCED ONCRED: B.1LEA9RNGCU SUCH OFLAST'DELIVERY, 'AI11SUCH CREiERMS kII'LOF DATE INEET 
~ T DT'- NTAGE SPECI IED' FOR CE ON OFTHE,IRST 'HALL-BE-- '? HI I THEDUEDATE: INSTALLMENT' PAYMENT 

-"__1 
PART II. Vxv DUE,' DATE PST. INSTALLMENT, AIIDi4Vi-ONTHESAME ASTHEFl 

,THEREAFTER SUCH ITEREST SHALLVBE-PAID,-THE DOUEOATES7 
PYETSMALL BE MADE INACCORDANCEPARAGRAPH H, AND "~"WITH OFTHESUBSEQUENT IN1ALLtT PA(MIENTS.~ 

FOR PURPOSES SPECIFIED IN SUBSECTION 104 (A) 8B,(E)., ,, 

AND' (8) OFTHE.ACT, AS-SET FORT. i MRTj11OF THIS V- 3. FORTHEPERIOD OF'TIME:FROI THE,DATETHE INTERESTWL 
'BEGINS
AGREEMENT.'SUCH PAYa N? UBLLBflE CREDITED AGAINST (A) TO THE'OUE DATE FOR THE FIRST INSTALLMENT PAYMENT, 

T r P DUEDURIN E- ' jPAOUETDUE TEE 'LG V', 

- -. P niUrI-TO THEDUESDTOiTEFRST INSTA~t NT -'THE INTEREST SHALL'B COMPUTED AT THEJIIIAL zIHIEREST 
>'- kPAYMEMT, W) TNHE; FIRS [YEAR, PLUS (II1THE' I THEREAFTER,_STARI IHIS RATE SPECIFIED INPART IOF,.1IAGREEMENT 


v"--'- COMBINED ITHI BECMPTDAT THE CONTINU!ING:INfEREST,~'
PAYMNENTS 6,PitnI'PACiAHO INTERET'STARTI14 THE INTEREST'SHALL 
STHE-FIRST19: 1ALU1ENT ?A7iiENT, UNTIL ;THE',ALUZ C TNE RATE SFECIFIED IN FAT,'iiOF ThI"Ei; ET~' 

CURREFCYIUSE PAYMENT'NASSBE OFFSET.' UNLESS OTHERWISE ' 
SSPECIFIED INPARI#NO REQUEST FJ! AYMENT!WILL BE- - E. PAYMENT PROVISIONS APPLICABLE TO ALES.TOBE FINANCED 

MAE .THEGOVERNMENT OF THE EXPORTING COUNTRY PRIOR T ,. AS SPECIF IED I-PART4 11, .ON.CREDITTERMS
~,'THE FIRSTODISBURSEMENT BYTHE COMlODITYCREDIT ~ '-

THE EXPORTING COUNTRY UNDER THIS'V - a%+++.+ 
4 ALL PAYMENTS SHALL BE'MADE IHUNITED'STATES OOLLARS OR,­

~AGREEM1ENT.'"' ' ' -V~ IFTHE 'GOVERNMENT OFkTHE EXPORTING COUNTRY SO ELECTS, 
'CORPORATION,OFMA& A - ++ , ,:++, TO t++ ;+,+-+,. 

INCONVERTIBLE
C. TYPE OFFINANCING. '- '.-,1.- THEPAYMENTS SMALL BE MAOE I REAOILY 
. .++.0:.+!., + +O+'i'1L 


- - ~ CURRENCIES OF.THIRD COUNTRIIES.AT -AMITUALLY4AGREED RATE-
SALESOFSATHEECOMMO11 $PEClEIN, PARTj!I SMALLBE USED BYTHE4' 0VERMMENT4OFOFAEXCHANGEANDiSiALL'BE THE 

FINANCEDk IN ACCORDANCETHEi OFFIKANCING, PAIY IT IN'dITH TYPET EXPORTING COUNTRYFORP MENT OF S OBLIIGATIONS,'OR, 

''2 INDICAITED EIN. 4RELATINGITO THE GASE OF CURRENCY USE IPAYNEITS;THER "SPECIAL' PROVISIONS :-'THE USED FORITHE PURPOSES4 
SALE AREALSOSET-FORTH IN PART-IlI-'' ~ SETFORTH INPART 11OF-THIS AGREEMENT; OR "'. " 

0.i~ CRI TEPROVISIONS APPLICABLE TO SALES TO REFINANCED 2 THE PAYMENTS SHALLBE MADE IN LOCAL CURRENCYAT THE" 

2TE-$'S -SP ' EXCHANGE RATE SPECIFIED1 NPART V, AR TICLE'APPLICABLE 


4ONCREDIT TERMS AS SPECIFIED INPART-11: - '4 'OF THISAGREEMENTIrEFFEOPON THE DATE OF PAYMENT,
" OF1-111'01,j~j' 2t. '- '~ i44'"" P ~ ~ r~-ANDaSHALL.,AT7THE-OPIO TME 

4
GOVERNMENT rOFTHE 

1. "ilITHRESPECT'TOCOMMODITIES DELIVEREIlNl EACH - -""-. VEIORTING COUNTRY, BE CONVERTED TOIUNITEDSTAES DOLLARS 
RINCIPAL OF THE "AT OR USED0.u.: 'THEERNENCLEN T iAGREEMENT., .. THE ,SAME PATE, YuT FTE 

4
'4 -CREDIT"4(HEREINAFTER REFERREODTO'AS'PRINCIPALI ILL EXPORTING.COUNTRY FORPAYMENT OF ITSOBLIGATIONS OR, IN 
'j 4 DISURSED BY THEIGOVERNMENT USEPAYMENTS, THE PURPOSESCONSIST-OFTHE OOLLAR AMIOUNT' THECASEIOFCURRENCY USEO4FOR 

OF THE'XOTING COUNTRY FOR THE'COMMODITIES (NOT $ '"; " 
4

' SET FORTH INPARTA OF HI4REEMH NTE'fPRIO4 
4 


---------INCLUDING-'AMY OCEAN TRAMHPORTATIOM COST).'-4M2 '" ' ' COUNTRY. , ,'4 4I4' -:' -

FIST 0"- IN PAOT 
''INSTALLMENT PAYMENT 4ANOPAYABLE -'4~~~' 44. '''~~ 

~,~; ., ~ PAYENCEDULEIAN PART'l I OFITI AGREEMENT.'TNE ' "" ' O LOMALCURRENCY 'TERMSASSPECIFIED 1I1: ,- -

SHALL BEOUE ONTHE:DATE-

4 '' II THE RIIIIEINT PA?.Op
SPECIEDNPAT OFT'I.AR~~I22UlE'EF--""' 'GO4E OFTHEIIPC~rr,'IITF7 :%ALL 

p.,.LE-T - TI4' 
II 

IrLLNElr 
R 

AfMEIr'-1'HILL-DE OfIE-4AND 
AN,,+++.y~joI P-4'4'14-0oo $A 

4 
2 

-H 
' CAIlE TO 

141 
BEP;.10,4TO'~~

' * 

4 'tiS 
,,KlP*IC
qJ0 N~CF~t[HE(E I1 

1 . +++.+++. ++ a++s++++,++it,++,+++++.- - ' 4j '++4 1 W 4'++ +++sts:"4 +tt. ++ 

E41 9. o w !!Ci1T E; 11L Ij11 'IPCIIIIEO,+,.E+, . CC'JIf jr -- ro 

' 
- TOI DUEDATE, - "' DLR '- IErI OFITHEC 

I k4~"'" * "'4 ''~'~ ~ ''"' '"'''EDPORTING COI)IIfR f, FORTHE COMMOI TIES:TO BE,FI HACEDON4 

ONTHEUJNPAID OFTHE JURNC.E17:11 

PRIICIPAL MAY1 BEM;UE- PHIOR - '''' '-''- ' TJIT4DII3VEPII 

2, INTERE", BALANCE PRICIPA DUE LOCA !NOT,IIC1.0DII1.ANYAOCFAI 

THlE'GOVEPNM[MTJOFExPORTINGCOIINTRY4'FOR ~''~-f -- >'TRANSPORTATIOIICOST3), LE~ANYLPORT1O4 OFTHE INITIALJHE THE 
4 


TE IVERED CALENDAR BEPAID4 PAYMENT PAYABLE NIOT THIAN.0011(100 DEL IN EACH YEARIIAL ~'~' IN DOLLARS LATER 10 DAY: AFTER 

- -~~ - ~-- ~-'' UNCLASS I FIE'D;0) '; Q ~ ""4 

444 - -. 
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OUT GO tfNG, 
S TELEGRAM
 

34-OF 
DATEOF,,OISSUPJSEIIENTBY'THEOERNMIENT OF THE EXPORTING' SELECTED AS RECIP Dtf OFLOANhS, 
~PPOE STAT 36987 7510 073164 A103053 ~ SJTE 369870 7510 01314~ A16395 

THE AMOUN4TOFSUCH 
CONR.0TECLU 4 I4OF IPEC S,, ,ENITTEFM1I,ThEREPAYt-1EN1 BE'HSI~ l N'i AN 7r TERMWILtL 

QAE' EA$ H APPIC'AdL ~LCOFE/ IGE~ CONS~ WrIENH1 CUPREIOCYIRr COVRINOLGTOSOF
SEIID I PART 1,ATCE IIOVFT I GEMNT 

P~i 

OFTIIE 11'ORT 110 TIH ,0ERNflENT COUNTRY.UNDER 
UsJIp' THERATEJ1h EFFECTON THE-DATEOF.SPAYMElYiV13 ~THE AGREEMENIT,
 
GO0VERNET'OFTHE~ IMIPORTING COUNTRY,.~
 

-TE .~C-I OEN '' ~, ANY PECENrAGECOF SUCH CURPENCYITDINLOCAL JIN~O 
OFTHE COUNTRY BE 

OETERflINE VHCH OF ITSFUNDS SHALLBEUSED TOREPAY TO IIADE AVAILAELE'UTHE~ GCVERIflENT OFT E E!,O TING COUNTRY ­
2.TE GOVRNEN _XORTING SHALL TOP ART1I1FR-AGRI CULTURAL~TEc01ICAL-A5SISTAHCE. SHlALL 

'ACTIV TIE:'TO' SUPPOR SECT09-~~- 'FOR T AD EXPAtIDPjg 
TIE0OVERN~ENT~OFJ9PORING 
 ETPIEIN THE, 0GCOUNTRTIE OUNTflY ANY -' - IMPORTiu Ahl)1,DACTFIE T 

DUETHE GOVERNMlENT .;4K- ANDEXPAND Lid TEDSTATES AGRICULTURAL 
C NT R Y A A R E LT OF-REFUUiDS IVEDIBY THE' -601.ERNflEtT . ITIEI , PRpD' Sr6',REO 
1LCCALCURRENCY OF THE IMFORTING 'DEVELOP. JIAR61ETSFOR 
COU AECE WOMMfOOD AN 

OF AtUOUN D
TEEPRTIrNGa COUNTRY OF DOLLAR TSFINANCE 

SHEREUNDER, ~ -'p -,, ~ - 2,,,-'~LOCAL jCURRENCY PA01TO IHEiCOVERNET OF H,E,
~ -~'-'~'~ ->-- -- ~'~- EXPORT ING -COUNTRY BYiTHE'INTERlIEDI ARY'INl ANC IAL~'~ 

G.>JDEPCSIT/-"FPAYI1I4S.- INSTITUTIONS -(UNDERTWELR1 OFTHEIR LOAN1AGREEINTSV~ ~--~-'" - - - -- ~-~I1AY5E UEO'BY THATCOVERFEINNT.' ~ '~-'~ ' 

MAAE' . M
 
*~- ~ INLGUVERN1NT OF THE iMPORTINI COUNTRY SHIALL - .­- MAE, OR 
4 --- TOBE]'MADE, PAYMENTS 4OVERNMENT ------- A.CAUSE TO-THE OFTHE- , TO FINANCEADDITICNAL PROOUCTIVE; PRIVATE ENTERPRISE 

- . EXPORTING COUITRY-1IN THE CURRENCIES, 4MOUITAND AT THE ~ INVESTMENTUNDER AGREEMIENTS WJITHINITERMIEDIARY FINiANCIAL'­
, EXCHANGE RATES PROVIOED FOR:IM THIS AGREEMENT AS FOLLOWS: ,INSTITUJTIONS; -'~';~ 

1.'DOLLAR'PAYM1ENTS SHALL' BEREMIITTED TO THE TREASURER, B.< TO DEVELOP,NEW MARKETS FOR UNITED STATES AGRICULTURAL
 
4-~,.,, COMMIlODITY CREDI CORPOR.ATION; UMITED STATES DEPARTM1ENITOF ' -'COM1MODITIES; ~ ,j ~~ K '
 

-AGRICULTURE VASH INaTON,',DC. '25, ULESSANOTER ~* ' 1 t'J,~'' ' 


- METHOD OF PAYMENT UPOU GOVERNMENTS. OPYUIE H MOTN 
-


I; AGREED BYTHE TWJO C TTSOLGTOSI 
-~~COUNITRY; OR ' 4 &,-<" 

2. PAYMENTS, IN TIE LOCAL CURRENCY OF THE,'IIPORTING >' - '
 

COUNTRY BNEREINAFTERREFERRED TO,A.LOCAL CURRENCY), TEDTOUN STATES COL LARSK'~~~
-D.;'', TO BECONVER ITED 
SALB'EPSTOOH ACCOUNT OF THE'GOVERNMENT OF ~-­

~THEHUNITED STATES OF AMERICA IN.IITEREST BEARING ACCOUNTS I CURECYCOVESIN EQIRMETS
 
INBANKS SELECTED' BY TH~EGOVERIIME14T " '~~'' ':OF THE UNITED STATE:--
,OF AIIERICATHE IIWGFRTH~aG'CUNT;. ~ -- THEAIIOUHT LC L, CU;ENCY1 'WHICH~''~~- ~1. C7 HASACCR'u*137TOHE~ 

4 " GOVIERNIHENT4OF1.. IO COUNTRY! THESALE OF~ "~ ~.''~~ ,THEEX1PORT FROMWH.' CURRENCY.'-OMO I-ES ON'LOCALx CURRENCY UNDERUSES76 LOCAL IT" F l~ 'TERMS, TIS, 
~ ,,, -~ ~'~"~''~RIMflNI, nuu1r.l BEREADTTATGOVERNMENT' 

I TELOCAL URRENCY ACCRUING TO~TIE.GOVERNflENT OF-~THE~~'-- ''"~~' BY INTERMEDIARY, FIANCIAL INSTI TUTIONS, LESS AMOUNTS ,
 

S- EXPORT ING-!OUNTRY FROMSALES OF COMDTE IACDO
 
LOACREC TEI5SALB AEVIAL OSEB TEEF FAY SDT A NTDSAE OBLIGATIONS OR 

~~ COUNTRY ~'g !UCH'MANNER ­--~~~FRTIEOEVEL'IPMENT:OF NEW MARKETS FOR UNITED STATES 
AN.RE 11IRT ASH OENlHO THEEXORIN AGRICULTURAL COMMODITIES, INTHE,,.IMPORTING;COUNTRY, SHALLETRMIME FRBECNEt -ONR'HL - BL 'OLRSIN ACCORNCCO-RYTHELOTEI!CO TIPURPOSES-AND1HINTE CMERI 'TO~ UNITED STATES DLARAC 

--- "---PROPORT IONS'IND ICATED JN; PAR 1 '-''H4'AGREEMENT.'WI1H'THECONVERSIO.4 SCIULE -SPECIFIED INPART- 11. THE 
'' - ~4'~-~'~''CALCULATIO---- OF11E UNITED STATEI OLLAR EQUIVALENT.SHALL-

S- iA. ANY PERCENTAGE 'OF'SUCH LOCAL-CURRENCY NDCTDI -~-' -BE AT TEAFCALRT'OXHNGSEIIEO~INPART. 
- -"PART IIFOR LOANS TO.:INTERMEDIARY FINANCIAL:NTUIOS 1, ARIL~, I'I'((".4' GREEN;NJEOEO 

WILL BEAVAILABLE FORLOANS-8Y;THE, GOVERNM1ENT;,OF,-'4~ -- d CONVERSION., '- ~ " ' 2 'THE-~' 
EXPORTING COUNTRY. TO FItIAHCIAL ,INS4ITUTIOHS LOCATEO(OR2'-4j2-'- ';-~ ~ r~
 
OPERATING 1N4THE THE'PURPOSE lOF~~ - 2'-LOCAL CURRENCY RECEIVED BY THE GOVERNMENT OF THE
 4II1PORTING COUNTRYJOR ~ 

-,RELENOING TO INDIVIDUALS COPERATIVE, ',CORPORAT1INS, OR ~- -' EXPOARG TIE ,TERI1S AGREEMENT,hCCUNTRY-UNDER OFA L'OAN 
'OTHERENTITIES-:WITHIHTHE IIPORTING IlN W IAN -COUNTRY, ODRT INTERMEDIARY NC' LISIUININ'EXCESS OF 

FINANCE: - ISPECIFIEDHEAMOUNT IN'PARAGRAPH~1-ABOVE MAYBE 
4 'K '' ~ ~ -

4
-K~ S DLLARS ASlI1UTUALL Y AGREED,CONVERTED 7TO UK 1TEDSTATE 


(1).PRODUCTIVE,9 PRIVATE ENTERPRISE'INVESTMENT,I THIN,THE-'(--
 4.v-

IMPORTINHGCOUHTRY INICLUDING SUCH PROJECTS''-m- -"ROCEE"".IIVESTMEN'T iIN J."' SALE 

CARRIED OUTBYCOOPE IVE MON IT VOL Y,''-' :'
RAT SAND -PROF UNTAR - -2 
ORGANIZATION' ~ 4-',~~"'" -THI TOTAL AMOUNT Or THE POEDACRIGTTHE 

"' ''4 44 IMPORTING Cu tYFc,! H : LE OF',Cr1!iODITIEj FhiGIICED'-­
(2) P R IVATE ElITEPRI-I EFIL ITIE: FOR AIflIN THE~ --- - )N CRED IT TE~tM êIiS-tIR,:EEEt'Mb rOBEAtPP~iOT 

UIJLI ZATIOM A0DDI STRIBUT ION, AMDINCREASING.THE" 'JI"4-4-KAN-JHEC EOPET4ROE SET FOT.411.T 11 6F ­-


COASU"iTION'OF AND MIIRETS'FOR IUNITEDSTATS<' 9 -~K -. 4~ THISAGREEMENT, BEA-OT: LESS-ITHAN-TNKE'LOCAL'SHALL CURRENCY 
ACONM 0IT EPRO0CUCT EQIJIVl ' - OIIL' 0 0 TIE AN I T H ER EOF, *-0-R NI OF~THE00i A. 1:r"! F1N T BY PljE ~JP~ 

'~ -- ' -Ks.-~ ~ ~ ~OF. THEE'PCRIt C'IJItINCt,:iECIOV a N Il Iirlll 0IIG 
13)E~iPRl T I'PE 11P ; OF',LF-HEL -~ I W 4 u Ti'C~ 0 

; ~-PROJE,;TS OUTLINED III PaRT I I ELO FREIGHT DIFE0ITLI OjC vOC''R,L O ~ fit fIIC *-LE.. 
- ' ''ROCEED' TO BE SO APPL IED2HALL BEREDU)CEDlBYTHE 

0.-THIE\GOVE~rMENTOrTH EIPORTII PEEP ' IF al Y-~- BY.PYMN~1 H~, 11tRltTOFCOIINTPY WILL THE IT 4,0,1 qO-l' CUEJC EC 
GOVENMNT OF'TIE IMPORT~IMG.COUNTRY INFORMED, IN A TIMELY 2 IMPORTIG COUNTRY, THEC'yHANGE RATE 0,BEUSED IN-THE 


W ANRAS TO THE INITERMEDIARY FINANCIAL iIlTITUTIION~ CALCULATING THI: LOCAL EOUIVALENT HALLBETHECURRENCY 

U~ N - ,'fE 
-~~~~~~~~~~ "'4U C ASV II' .2'' 
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I.N PARTII ORVERE SCHE PCRT IS 31R EAPOVDB
ATlWs AUTHORI 


LLS ION 

RATE: ICHTHECENRAL O!1IETARY TYOFTHE 

OFTJHEU~lTrED:TE OFAMEICA)ZD CET FORT THE GOVERNMENTIMPORI I0 COUHI l o 

L NO N CCNNEC5IJOlc WI
E cXHJIE' F O CURREI IFT~c~~ 

RIVAIEJTADE,P,
COMOXl ANYSUCH 


ACCR EOPFEEOS'H[ AR OANED B H GVRMNTO H
 
MP0 R OF THE,SAMEC EZCOMMERCI ALlI 


THET'
IiTEO ~INCAPRY)~NA OUTTJH POIIO F NIAGREE1IEN 

COUT I0TOPR ON-GOVEP1i. E(ITLt 

* 


qIMPORTING9 
RANET tsS A LL E LOAIIEC T R~EO iitTCfDTO~OCR~E 

ADLE PERIII IG~PRVATE TADERSTFICONEET LY
APRROI1TL POEE CoMPAROJVfET0HS 

WITH IpOC SELFHELP,,
IMORTSN COUNRUI SHI ACCORO6iNEI~ OGHL 

CiRBUOGEFEPOR- !IIICG RUCEDRE' f Uw r r1Em AS= 
PARTjAIIEEOUE:ED TH THEOERNMENT OFTHEISES 

EUlO F. I JNALLY-A REIU;T OFTHE IMPORTIN0COUNITRY IS DTlIf'To R0ET.
OTEN I I! 

STORAGE' AND,ITR IBUTIC OARiLULURO0UCI
*RECE IPT0N EXPEINDITURE- OFTIC PROCEEO0, CERTIFIED :BY THE 
TE ~ CUNROF THI COMMHOIIESE^AUDIT AUTHOI TYOFTHEGOVERNMENTAPROPRIATE ~O! A;CHTIEASMYBSHALLFURNISH IN TUCH FORM

IMPORT INGCOUNTRY, AN AEOF EXPEIkDI TURES THE BUDGET 
REQUE'TED i 1 HE 6O1EkMEIiTF H G~TRi A01 ,?RiI

S E CTOR INWH USED .~'~~ICH THEYERE 
' ' ' STATEMENT 0FTHE PROGRESS TH~ErIOVERHMENI OF THEIMPORT I G­~ 

OUTSUH :ELF .HELP M1EASURES.COUNTRY ISI1AKING INCARR1116
K. COPTTOS 

.RPTINO
THECOMPUTATION OFTH IITAPET, CURRENCY UE 
'"' 

PAMN N LLPYET F PRINCIPAL.-AHO INTEREST ~UNDER4 
TO ANY OTHER REPORTS AGREED UPON BY~'HETWO
 

SHALL BEMADE INUIE TTES DOLLARS.,,~- IN 4001~ TNDIbO~'GEMN 


* ' ICLE ~~"' K''~~ i SHIALLFURNISH,> IN~ SUCHFORMANiD TI IMEASMYBATSUCH
ART I I I 

6OVERIIMENT TI1N6'2 'REQUESTED BY-HE OF.THEE, P OR COUNITRY:
j> 

SR HNTOF 
" ONTHEARRIVAL OFEACH IPME~'~' ~ ~"~~*~I.A REPORT 

K O SHEMUM',PRECAUTTO COMMOOOITIEV~PURCHIE GEEET. HALLION'S
S THE TWO GOVERNMIENTS SHALL JAKE M1AXI 
:, THE NAM~EOFEACHSU INI01NCLUDE VE SSEL;THE COMM1ODITY 910 

AT'SAL ICUL TURAL' 

THE .Q~-UANTIT~ 


ASSURETH ES! OFAGR COlMODITIES PUR 
EEVD O~ EDT~ICA6 

O3-IPAEUSUAL IMARKETIH.1GS,*F 
0 1SRuPT~ WASACOflPLE

TED; THEC0301 IOttOFTHECOMMOITYON ARIlAV;I 
HTWL 
IN-THESECOODIiTIES-OR:IIDULY A'OVI 

WRDPRCSOFICULtURAL S OR LIi ;OEXPORTING COUNTRY H SIGNIF ICAlIT LO^,^, OR'OAM;CE IN TRAMITI AND CEOF 
AGR COMMOITIE 11 , ;;:30

AOTL)TIE CIIR UA 
37,XL :7 1O'CHARZ;;~''OFTHEA;EXRC1 I ANSTNC 

'"'OSSCHRGS-U T" ORDOAMAGETIR IT ONU. S, FLAG 
HEXOTN COUNTRY CONSIDERS TO BE 1GOVERNMENHFT S IPS;' '." ' 

FRIENDLY TO ITARFREAT~N~H 

9 ' ','C * 


ACOUNTRIES. IN IMPIEMENTIT0'2THIS PROVISIO THEA~i. 
.2. A REPORT COVERIIG THESUPPLY PERIOD0 

­
'A' 

SPECI FIED INPART
'ONTY'HAL
'GOVERNMENT OF THE IMOTN 


ITE OF.THEACREEIISMT CONTAINING: STATISTICALiiIi AND 
'MEET.USUAL

'11,~<~ju 

A'PRT FROM THESREATAEXPORTINGA,'" " ~ A O ,IhPORTS:BY COUNTRYOF O,.RIGIN 'T 
;IMPRARM TEEPRIGCUTYi'"'NUETATOTAL IIENTS SPECIFIED IN~PART'III TEfl111OF' ' "AM"~"' ARKETN ROOTHE E' UTFRENL AING COUNTRY""'TAREEN'AMTHE' MPDORTANDOTEFRIEDY;COUNTSIE1IHTO THEMESRESTAKENTOT GREET'STATEMENT OF'OF',TNHCIIMPORIG-ONYVL 

AITEM 3 AND,4 OF
~PAID'FOR WITH :THE RESOURCES 

.1MLMWHRVIONSOFSCTO
C ULR 'COMDI I ES ~ V'EQUAL 'AT.LEAST.THE'QATTE O ONCEPORTS BYCOUNTRY~ FTHIS 'ARTICLE; STAT ISTICAL' DATA' 
DNT SUL "RKETING,TABLESEAS'MAYIS:SBE SAME OSE,

A' OFOSIAINO COMMODITIES THE' AS-OR~ LIEIMPORT PERIODSISECIFJIED IN 
IN ;,MOTDUDRTEAREET 

ABLE I I D1URINGAEACHA:, FORHE AN SSEIIDPR ,IE
PERIO00TH'AL'AADRN EACHSUBSEOQUENHTCOMPARABLE 
A OF,THEA~GREEMIENT,; OFUTILIZATION OFA STATEMENT

:FNACE UNDE THISAGREEMENT,AREBE ING . m'K~'IV 

TO'SAT I SIFY THECEK'"y'tA ~ ~ j
dDELI EREO.: THE"I4PORT S OF COHIIODITIIESn , ~ 

AR IMPORTED UNDER THE AGREEMENT3 'AND;A"STATEMIENT

TOR EAC 100~ SHLOMODITIESAMOR

1'USUE~ADDIRKTIONCRQIEE MEASURES' TAKEN TO IMLEMIENTTH1E PUSLICI TY PROVIS IONS'
O"' A"" EAE' KT.OF BEMDAINOPRHSSFINNE 

""~~"OF SECTION I OF IN IS ART ICLE~ ' "' *
* 


2. TAKE STEPS TO ASSURE THAT TWrF FPORTING COUNITRY
 

K E PROCEDURESIFOR, RECONCILIATIONA'AND ADJUSTMENT OF.
 
OBTAINS A FAIRiSHARE OF'ANY INCREASE,,IN COMERCIALA ~ 

CONSAGRICULTURALPURCHASES'tOF, COMIISB H MOTN 
'A '" ACOUNTRY. ' A 

~A' THE TOGOVERNMENT S ONHALLEACHESTABL ISH APPROPRIATE 

PROCEDURES TOA,CI'ITATE' THE RECONCILIATION OF-THEIR~ 
'A '~ 4.'A~ 

~3.TAKE ALL POSSIBLE MEASURESjARVlTTrRAL' 
EP COIN TP"IAE RESPECTIVE RECORDS OttTHEAMO'JITSI, VITHRESPECT"IIA'ICEO 


DIE IHIN TRANI I OR RAISSHIIPME H T 0O0OTH 
sp TO THIE DEL'I INGiEASHC YEAR,41E1DAR.COMMODITIES VEREDODUR

HI i1'DIIETOAPJqPO L^OFTH 


~AGRICULTIRL cQ O !,EPIFCHAI P" ; 10 THIA '71 


OR THEUSEFOROTKEq 

THEEXPOATINGCOMMDITYA.CREDIT CONPORAT~IOAIOF COUNITRY, 
""'''~THE
IAIERE:SUCHARSALE. DIVERSION IN'GREEMENT' (EXCEPT NT OF:THE' IMPORTING MAYAK~E SUCKHCOUNTRY''~*ADTEGVR'TRANSIT,!TRANSSHIPMENT OR~S ISPCIn~ PRVDB 

LY DECIDE' AREAII THE'E CCOIPITS 7ATH EI MUTI1IAL
OrAMIERICA), ''KAA' '4 > ADJUTM~ENT2RtMICF T1E ON TED Ir4TEC OVETHE ,AFPROPPIATE"''~A 


TOPPE E l I A40A'A 'AT),IE"'iLL OI6L5tNQE IT, THE~ 
1011' 

AN COIO ITYOr II IHERA'O011ST IC ORjFE4Ii OqIiHI 'N,41fCH'" F. DEF INITION. 

IDFNDIN PART' 110; THISAREtNT DURING THE s'' 
IHNE 0AGREMENT FOIS ." 0"" E' E E EN T : AU FO T HE~' PO OF TH I~ S AGR 

" EXPORT
lIITATION PERIOD0SPECIFIED INATHE
LXOR AS OFTHE,01'DEEMED-TO HAVE OCCURRED1I DEL'IVERY SHALL 
ELOR PAIII(XEP SMYB PECIF ILD'
IMITAINTABLI 


A " 
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IIN'THE' L OF L A014G aTOON-8OAR9D DATES50OJN OCEAN JNICHHAS ( BESUPPL IEO BYV AtHI NTON 
BEENhSI GNE OR 1'4 1 T L NBHLFO H CR IR 

B. 'OCALCURRENCYT-Ftl:: 

SHALL THW II ,PAt1ENT TERMl ';
lCA CURDV3.: UDIT L ARCIH~SHALL'BEDEE OJAE H 

'CMOIYCER UT.SAOENTERS'NORIpL'OISTR; EUTIOJ ' CVERT IBLE LOCALUREC CREDI TERM::''UP' 'A. I (CLCC) 
CHNESW HNTEIPRIN BEING~ (TOBE SUP INGTONI,ONRIfC DIN: TODOOLS, ED BY 'JA:H 

TRANSPORTEDTOMILBHI: REFINERIES OR'OrER~W 

FACILITIES FORFURTHER-PROC^ES'flG: TRNPRTDT LOA,1 I NTA YE I DOLR: (O P.E B 

OR TRANSPORTED DIRECTLY TOCOt1MERCIA L OR 6OVERINhiHT' '-'-"2'
 
~WHOLESALE,RETAIL,_OR RATICH CENTER OUTLES CURNYUE AMN TOBESUPPL GY
IED 

Wj~'ASHINGTON)''-~2~~222.2
 

G. APPL ICABLE EXCHANGE ., "''i'" IRATE, , ~ '~'~~~ 

" OF INSTALLMENT PAYMIENTS 
FOR,THE PURPOES OF H IS AGREEMENT, THE .PPL ICABLE . WASHjI JTONI,2J 3K 2. 

EXHNERATE FORDETERl1ItlING THEMOUNT '--''-'--'~, , a" A 

3~~3 ,"U11BER ''2 H'' -ITO BESUPPLIED BY~" 

OF ANY LCCAL , 

SCURRENCYPAID TOTE GOVERNIEIT 4.'22--43 AMOUNT INSTA^LNT PAYMEN APPROXIMlATELY'2TOBE, OF THEEXPCFTIhG " F EACH LME T 
COUNTRY.SHALL BE2A RATE IN EFFECT ON1THE DATEAOFPAYMENT EQUAL ANNUAL AMlOUNTS.~Y~' 2 

- :' 
- 3 

BY THEdl1PORTING COUNTRY WHICHIS NOT LESS FAVORAB~LE'.TO'22 

THE-GOVERN1ENT OFTHE EXPORTING COUNITRY 5, DATE FIRST'.INSTALLMIENT --(TOTHAN .THE'HIGHEST'---' DUE, OFTHE PAYMENT BE 
EXCHIANGE2RATELEGALLY OBTAINABLE IN ThE f1PCRTING COUNTRY.- .- "' SUPPLIED B Y WASHINGTON)'V 2- 2 y2%k'-22''' ~'2 

'-A''V A W'HICH IS NOT LESS FAVORABLE TO THE GOVERNIMENT "OF. THE' '3.2v'-''',3 
- EXPORTING COUNTRY THAN THE HIGHEST EXCHAIII3E 6. INITIAL ITO IED BYd',"RATE '' INTEREST RATE'- 2 BESUPPL 

- '2'~,,.< 2''3~WASHINGTONI 

"'OBTAINABLE BYANY OTHER NATION.-, WITH RESPECT TO LOCAL ' ,..-2'-

CURRENCY: ,K 7. C'K (ITOBESUPPLIED BY".-'3"-.'2ONTINUING INTEREST'RATE 

1 A.LONG RATE'2SYSTEMI'IS '2' 2 '"'"2 :~ 444AS A UNITARY, EXCHIANGE 

MAINTAINED BY THEGOVERlI1EOITOF' THE.IPORTIfUG COUNTRY, UP TO DOLS 2'ITO BESUPPLIED BY6.~..LOCAL CURRENCY TERM1S: 
''4 'THEAPPLICALEEXCANE RATE '.ILL iET4E R TE A .RICHI~ 2'WZITI)',2 '22.<''3'.1.23W2 

THE'CENTRAIL'MONETARY 'AUTHORITY OF THEIMPORTING CUNTRYV '' 3 sY'. 
:2 1. 

2 

:OR ITS AUTHORIZED AGENT, SELLS FC;EIGN EXCHANGE FOR'LOCAL INITIAL PAYMENT IN DOLLARS:" NONE"' 
CURRENCY.' '22''' 4 2 '' 2 2 ' 2 "2 2 '2-'2'' 

22.' 2 ' '' PAYMENT OF LOCAL CURRENCY:TERMS VI THIN I2N DAYS'AS'­
2. IF'2A THENTA'NED, SPECIFIED 1I,PARA FUNITARY RATE SYSTEM IS'NOT 'THE INPART'1, ARTICLE ''22'2"''2 

2 APPLICABLE RATE'IWILL BE'.THE RATE' (ASMlUtUALLY]AGREED BY 2 '222 . 4 '4 '22,,' 

TH N "2'3, ION' OF, CURRENCY FORSPECI FIEDOENMENTS) THAT FULFILLS THE REQUIREMENTS OF22 PROPORT LOCAL' IIDICATED "2s 

' SENTENCEOF THIS'SECTION G.THE RS PURPOSES:2'''2'' 2"2 ". 

' 'CONSULTATION. I LOANS,'3~ H. 2 2 "2 TO ITRE IR -IAC'LISIUINI 
2 '~"' ­52224'2'2 ' '.- '.. '- ,O FOSTER'AND2E1COURAGE THE DEVELOPMENT OF PRI VATE22" 

2

2THE' TWOGOVERNMENTS SHALL, UPON REQUEST2OF EITHER OF ' INSTITUTIONS'2AND INHFRASTRUCTURE, ASTHE BASE , '5 
THEM;'-'CONSULT,REGARIN ANY MATTER ARISINIG UNDER THIS , FOR EXA.1k POTDNADIRVENTFTH 
AGREIEMENT ICUNGTHE OPERATION'OF ARRNGEMEuNTS ' ~ ''PRODUCTION OFFODAND OTHER RELATED GOD N 

2'ENTERPRISE 


'2 

4~322 2 CARRIED OUT PURUAN THSAGEMET 2(95)~PERCENT. ' 3" '4'2'~4 'TO SERVICES:"aNINETY-FIVE ' 22'2 

33'2-.4""4~ I IDENTIFICATIONAD PUBLICITY., 2 2 I)~(B' TECHNICAL ASSISTANCE, ASSPECIFIED IN PARTI, 

K' ., ~ ~ ~ ~ ~ ATILE II.N. 1.C.:2 (5) PERCENT. ~ 2 2'a2~23-4~ 
THE' GOVERNIMENT OF THE IMPORTING COUNTRYS UNDERTAKE~$2~ ',,.~ s..22 "'Y-V',.~~ 2< 

'23'2ff '3'2SUCH MEASURES'AS,MAY.BE.MUTUALLY AGREDPRIOR TODELIVERY 24". CONIVERTIBILITY SCHEDULE:.2'2'22 '" 

.2.22<"24~'2' >'~FOR TNEADIENTIFICATION 'OFFODO 'COMMODITIES ATPOINTS OF '"2,' ' 2- 2 2222222'2 "'2'"2 

FVE PE RCENST "2.22,22,' 11 TH H0TN ONRAlO PUBLICITY UP2 TO F I2~ OF THEAuMHT IUaI E'yCTT0CNEIO
'
 

'2.22 INTHE3 SAME'IANER AS PROVIDED2FOR INSUBSECTION 13 (L) .''':MAY'.BE TO THE GOVERNMENT- IhPORTIIIG~&'PRESENTED OF.-THE 
OF THE ACT.' ' '~3 3~ 2' 2 ' " '' '2 - 2 ' 22'"2 22 COUNTRY FO2BvPSO~ rt~ILY EGIIIIG JEl (1(0) 

222 '2,2222Y" 22 4 2' ~ . < ~V 2 '2 '2 YEARS"'2AFTER.DATE2'GFLAjT DELll ER")liOER, THIl2 GRtIIT 
2.. PART.' PATCJA 2"VICS 2H ' AND,ENOIt,'AOEDIO2r RTY101 EAR LFTER'UCH 04E OF L AIT 

4"' 2 .ITEM 
~ '22>2%2''~.~. 422 

I.COMIODITY TABLE: 
2 SUPPLYf 2s'2 

"2 

2' 

<2'4~' ti.~:"'~,".',. 

"'2'-3>'' 

,.~2 - 2' 2"-'-322 

~ 

~ 

j,,DELIVERY.4's22 
' 4,4 2.' ' 

232~2'2' ITEM.111,2U'UAL~MARhETIIIG 
'''" 

TABLE:. K ,'' 

2 ' ' ~ ' ' 

2'~ 22 PERIOD '22 222 

'2222 33 '(U. IARIETING 
,«-' 2 2 ' ,~.t, 5 2v" " " 4'A"'F I CAL REQII REMEN j 

-- 2 CMMD TY YEARn22 - 'MT) I 4T22'IO'S j.2 2 . 34 'IL I.RS n? IN 

2 .22'.2314,.43A2.'2.2>~'2432A'23~.3'2 T, 

2R)''3LiLALCRECCRDTTMS'2A 2 K2.2 2 ,<'COMMODITY 42~22 Y A' I23 ' 4 A. CONVERTIBL LOA CUREC CRDTTRM:I.T 

4.2~ 'UNCLASSIFIED.22 
 7 
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O F 
DA TET~ 
(TO BESUJPPLIED 'E WASH I OTON R OF'TH DATOF ~A IMRT IG 
TINSACREEflENT~~L ENTER H0 FORCEIi UPON~

TEMIV, EXPORT .Jh; TATIOti s IRIN 

- (A) EXPORT4L 1 ATIONPERIOD 

' > AUTHRE FO TE PURPOSEHAVE :IGtEO THEPRESENT~THEEXPORT LIMITATI1O0PER109 'HALL BEUNIrrOSTATES 


~FI P4t'L EUN U ITED'TTE FISCAL A.I E[HT.
SCAL YEARi197 

OURI HG0 VICH COMM UNDER' TNT 

OR UTILI :ED. DONE, AT(COUTRY) ,I NDUL CATE T AYEAR DII El F INArICE S 

AGREEM1ENT ARE 8E I IWOR7E 


(I ~ ~ 0O~IOTETCHEXPORT
QAI LIMITATIONS~APY 

FOR THEGOVERNMENT FOR THEGONERIIFEhf OFOFTH 
ICA (COUNTRY)SIHLTZoICLEFOR THE PURPOSES OF PART I, ART I II (A)()4OF~ UNI TED STATES OFAMER 

-
22 2.
TH ISAGREEMIENT, THECOMMOiDITIES H ON H0 NOT BE~ > 

EXPORTED ARE:, (TOBE SUPPLI~ED BYWdASHI HTONk­

~ 
4-. .ITEM V. SELF-HELP MEASURES: ~~~ ~ ~ 

is I ;.i
1{I-
A, THE GOVERNME(NT OF (COUNTRY) AGREES TO UNDERTAKE 
2 j


\'SELF-kELP MEASURES TO'IPRO1E THEPRODUCTION, STORAGE, ~>~ 
V AND DISTRIBUTION OFAGRICULTURAL COMMODITIES. ­.THiEQC 

BEIIPLEMEIITED To
FOLLOWdING SELF-KELP MEASURES S;IALL 
 .~..~:22 .
 
CONTR;BUTE4 DIRECTLY TOOEVELOP1ET PROGRESS' Il POOR-",,.4 


~444,4~-I,~2RURAL AREAS AND EIIAELEIHE POOR TOPARTICIPATE ACTIYELY A~-- 4-C­
-
.>, 


-d.-'AGRICIULTURE, &~125 

IN INCREASING AGRICLTURAL PRODUCTION THROUGH SMALL FARM 


.' C'-~, - ~ '­

9. 'THE GOVERNMENT OF (COUNTRY) AGREES TO UNDERTAKETHE--' ~2 C 
2 C-C , ~~~2~~222~ 

CFOLLOWING ACTIVITIES AND INDOING, SOtTO PROVIDE ADEQUATE 


THEIRC C 2 - 7 - 2
 
FINANCIAL,-TECHNICAL, AND MANAGERIAL RESOURCES FORC 


' 2 2 ~C2 2-2 - 2~
 
IMPLEMENTATION: C CCC 


ITOBESUPLIED BY fI3OTO W:rGTNFCR RZVIEIWA*, f 

4 4 C24
 
C2C INCLUSION IN AG; WI 4ZT.I.?~~- C2S222~C -APPROVAL-BEFORE 


''CI - , C ~~4,-lC C-

A 4 ITEM VI. ECONOMIC DEVELOPMENTC PURPOSES FOR'WHICHP> 


2LC CEM
CACCRUING2
PROCEEDS FROM SALES FIANE UNDE 
 2 ~C CCC <" - 2
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TO AJREMIASSY ACCRA PR:ORITY 


AMEMIASSY CONAKRY 

A/IEMIASSY NAIROBI 

AMEMIASSY MONROVIA 

AIMASSY ANTANARIVO MAPUTO 

AMNIASSY DANAR 

AMEIIASSY FREETOWN 

AJ EMIASSY MOGAOISNU 

AI(EHIASSY KHARTOUM 

AMMItASSY KINSAASA
 
AMIIBASSY LUSAKA 

AMIHEASSY ABIDJAN 

AEMASSY YAOUNDE 
AMEMBASSY OHAnA 
AMMIASSY CAIRO 


AMMIASSY JAKARTA 

AMMuASSY BAMAKO 


AMNrASSY RABAT 

AUEMIASSY MANILA
 
AMMIlASSY ISLAIAAO 


AMMIASSY COLOMiB 

AMEMiASSY TUNIS 


AMMIOASSY SANAA 


AJIEMIASSY LA PAZ 
AMMIASSY SAN JOSE 

AMIHIASSY SANTO DOMINGO 
AMIASSY QUITO 

AIEMIASSY GEORGETOWN 
AMIHEASSY SAN SALVADOR 
AMICISIASSY GUATEMALA 
A/EMIASSY PORT AUPRINCE 

AHIMBASSV TEGUCIGALPA
 
AMIIBASSY KINGSTON 

AMIMASSY LIVI 

A IEMIASSY MIABANE 


UNCLAS STATE 11181 

AIDAC, FORTHE IN-COUNTAY POLICY GROUP(IPG) 

E.D. 12356: N/A 
TAGS: 

SUBJECT: TEXT OF DRAFTLOANAGREEMENT FINANCIAL
WITH 
INTERP EDIARIES FOl LENDINGLOCALCURRENCY FOR PRIVATE 
ENTERPRISE UNDERSECTION Ii OF P.L. 41 

REFS: IA) I STATE 259318 111 I6 STATE259314 

STATE ItIllf 	 4H36 II6$7 AID777
 

SUIIARY: SUBJECT TEXT, WICH PRESUMESA P.L. All
 
TITLE I StL4S AIRAPlIENt THATINCLUDES SECTIO II
 
PROVISIONS GENERATING'LOCAL CURRENCY FOR THIS PURPO;E,
 
ISCONTAINED I[LOW. FOLLOWING THATAREA FEW GUIDAICE
 
NOTESTO EXPLAIN PARTS OF AGREFMENT. 

QUOTESECTION 11 LOANAGREEMENT DATED:
 
(SEEGUIDANCENOTESFORMISSION USZFOLLOWING THE Ti:XT)
 

1. THIS LOAN AGREEMENT IS ENTERED INTO PURSUANT TO
 
SECTION IB OF THE AGRICULTURAL TRADE DEVELOPMENT A.ID
 
ASSISTANCE ACT OF 1954, AS AMENDED (QUOTE P.L. 481
 
UNQUOTE),BETWEEN (INSERT h-lMEOF FINANCIAL
 
INTERMEDIARY), (QUOTEBORRC.,R UNQUOTEI,ANDTHE
 
GOVERNMENT STATES (QUOTEU ,.G
OF THEUNITED OFAMERICA 
UNQUOTE) ACTING THROUGH THE AGENCY FOR INTERNATIONA
 
DEVELOPMENT A. I.D. UNQUOTE),HEREINAFTER REFCRRED
IQUOTE 

TO AS 	QUOTE LENDER UNQUOTE.
 

2. THE LENOER LEND HOTTO EXCEEDIIN;ERTWILL BORROWER 
AMOUNTOF LOCAL CURRENCY)TOUSETO MAKELOANS 
RINlE INAFTER REFERREDTOAS (QUOTESUILOANS UNCUOTE
 

WITHIN IINSERT NAMEOF DEVELOPING COUNTIIY)IN ORDERTO
 
FOSTER AND ENCOURAGE THE OEVELOPMENT OF PRIVATE
 
ENTERPRISE INSTITUTIONS AND INFRASTRUCTURE AS THE OISE
 
FORTHE EXPANSION, PROMOTION ANDIMPROVEMENT OF THE
 
PRODUCTION OF FOODANDOTHERRELATED GOODSANDSERVICES
 
WITHIN (NAME COUNTRYI. THE AGGREGATEOF DEVELOPING 

AMOUNTOF LOCALCURRENCY BY
DISBURSED THE LENDER IS
 
REFERRED TO AS QUOTEPRINCIPAL UNQUOTE.
 

3. ITEREST sMALLACCRUEONTHEOUTSTANDING SALANCOF 
PRIRCIPAL ANDON ANYDUEANDUNPAID INTEREST AT THERATE
 
OF ( PERCENT I REPEAT) PERANNUM),BEGINN1I0 ON
 
THEFIRST DAYAFTER THE DATEOF OISBURSEMENT OF PAT ICIPAL
 
BY THE LENDER, AND SHALL BE DUE AND PAYABLE NO LATE IIHAN
 
SIX (6) MONTHSAFTERTHE FIRST DISBURSEMENT OFPRINAIPAL
 
ONA DATE TO BE SPECIFIED BY THELENDER ANDSENIANNIALLY
 
THEREAFTER.
 

4. IORROWI WILL REPAY THE PRINCIPAL TO THE LENDER
 
tWITNIN I ; YEARS FROMTHEDATEOF FIRST 

DiroURSEMENT OF PRINCIPAL IN I ) APPROXIMAT:LY
 
EIJUALSEMIANNUAL INSTALLMENTS, THEFIRST ICING
 
FAYAILE AFTER TH( DATEONWhICH THEFRST
 
INTEREST PAYMENT IS DUE UNDER SECTION 3 ABOVE. THE
 
LENDER WILL PROVIDE THEBORROWER WITH AN AMORTIZATIt)N
 
SCHEDULEAFTER FINAL DISIURSEMENT UNDERTHELOANIS MADE).
 

5. DISBURSEMENT WILL BC DEEMEDTOOCCURONTHE0AT. ON
 
MICH A CHECK OROTHERINSTRUMENT IS ISSUED SY THE'I.S.G.
 
FORTNEACCOUNT
OF BORROWER. 

6. IOROWER AGREESTO USETHEPRINCIPAL TO MAKESUILOANS 
IN ACCORDANCEWITH THEPURPOSES OF SECTION 2. ABOVETO 

PRIVATE INDIVIDUALS, COOPERATIVES, CORPORATIONS, OROTHER 
INTITIES WITHIN INAMEOF DEVELOPING COUNTRY),AT 
REASONABLERATES OF INTEREST, TOFINANCE: 

W PRODUCTIVE, PRIVATE ENTERPRISE INVESTMENT WITHIN 
INAI OF DEVELOPING COUNTRY), INCLUDING SUCHINVESTIIENT 
IN PROJECTS CARRIED OUTBY COOPERATIVES, NONPROFIT 
VOLUNIARY ORGANIZATIONS, ORBY OTHERENTITIES WITHIN 
NkAEOF DiVELOPING COUNTRYI WHICHHAVEBEEN APPROVI:D BY 

THE LENOUR; OR 

(1) PRIVATE ENTERPRISE FACILITIES FOR AIDING THE 
UTILIZATION AND DISTRIBUTION, AND INCREASING TH( 

UEL.ASS IFIED
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CONSUIPTION OF AND MAIKETS FOR, UNITED STATES 


AGRICULTURAL COIIODITIES AND THE PRODUCTS THEREOF; 
OR 


IC) PRIVATE ENTERPRISE SUPPORT or SELF-NELP MEASURES AND 

PROJECTS IDENTIFIED INAGREEMENTS FOR SALES OF 

AGRICULTURAL COIOOITIES BETWEEN THE U.S.G. AND THE 

GOVERNIMENT OF INAMEOF DEVELOPING COUNTRY) UNDER TITLE I 

OF P.L. 411. 

7. BORROWER SMALL, TO THE MLAXIMUM EXTENT FEASIBLE, GIVE 


PREFERENCE UNOSR THIS AGRESpiENT TO THE FINAt.CING OF 


AGRICULTURAL RELATED PRIVATE ENTERPRISE. 

B. TO BE ELIGIBLE TO RECEIVE A SUILOAN FROM BORROWER 


UNDER THIS AGREEMENT, AN ENTITY OR VENTURE MUST BOTH: 


CA)BeO1ED, DIRECTLY 0 INDIRCTLY, BY CITIZENS OF 

DAE Or DEVELOPING OROF ANYOTHERCOUNTRYCOUNTRY) 
ELIGIBLE TOPARTICIPATE IN A SALES AGREEMENT TITLEUNDER 

I OF P.L. 4B0, EXCEPT THAT UP TO 49 PERCENT Of SUCH 

OiNERSHIP INTEREST MAY RE HELD BY CITIZENS OF THE UNITED 

STATES; AND 


C2I HOT BE OWED OR CONTROLLED, IN WHOLE OR IN PART, BY 


TNE GOVERNMENT 01 ANY GOVERNMENTAL SUBDIVISION OF (MAME 


OF DEVELOPING COUNTRY).
 

1. NO FINANCING MADE AVAILABLE UNDER THIS AGREEMENT hAY 


BE USED TO PROMOTE THE PRODUCTION FOR EXPORT OF 


AGRICULTURAL COMMODITIES OR THE PRODUCTS THEREOF THAT 


WILL COIPETE, AS DETERMINEO BY THE U.S.G., IN WORLD 


MARKETS WITH SIMILAR AGRICULTURAL COMIUOOITIES OR THE 

THEREOF IN TIE UNITED STATES. TIE 

LENDER SHALL COJIUNICATE WITH IN A TIMELY 
PRODUCTS PRODUCED 

BORROWER 

FASNION TO IMPLEMENT THIS SECTION. 


SHALLTAKESUCHSTEPS AS MAYBE NECESSARY 

TO PUBLICIZE IN OIAME Or DEVELOPING COUNTRY) THE 
It. BORROWER 

AVAILABILITT OF FUNDS UNoERTHiS LOAN. 

AUDIT BY11. THIS AGREEiENT SHALL IE SUBJECT T0 PERIODIC 

AUTHORIZED REPRESENTATIVES OF THE LENDER TO DETERMINE 


WHETEN ITS TERMS AND CONDITIONS ARE BEtINGFULFILLED. 


BORROWER WILL: 

(A) FURNISH THE LENDER SUCHINFORMATION ANDREPORTS
 

RELATING TO ACTIVITIES UNOI THIS AGREEMIENT AD UNDER 


SUBLOANS AS THE LENDER MAY REASONAiLY REOUEST; 


i) MAINTAIN OR CAUSE TO i MAINTAINED, IN ACCORDANCE 


VITN GENERALLY ACCEPTED ACCOUNTING PRINCIPLES AND 


PRACTICES CONSISTENTLY APPLIED, BOOKS AND RECORDS
 

RELATING TO ACTIVITIES UNDER THIS AGREEMENT AND TO 


SUILOARS, ADEQUATE TO SHOW, WITHOUT LIMITATION, THE 


RECEIPT AID USE OF FUNDS UNDER THIS LOAN; 


(C) AFFORD AUTHORIZED REPRESENTATIVES OF THE LENDER THE 


OPPORTUNITY AT ALL REASONABLE TIMES TO AUDIT AND INSPECT 


THE UTILIZATION OF TNE LQAN AND SUBLOAS. AND BOOKS, 


RECORDS, AND OTHER DOCUMENTS RELATING TNRPETO, WNICIIWILL 


Ie MAINTAINED FOR THREE YEARS AFTER THE "iATEOF LAST 

DISBURSEMENT HEREUNDER, AROD ITH RESPECT TO SUBLOANS FOR
 

THRIE YEARS FROM THE DATE OF DISIURSENT BY LENDER OF 

FiUNOS HEREUNDER FOR EACN SUBLOAN; AND 


ID) INSTRUCT ITS OWN INDEPENDENT AUDITORS TO AUDIT
 

ANNUALLY EACH SUiLOAN, AND FORWAND THE RESULTS OF THE 


AUDIT TO THE LENDER. 


I5iS1%657 AID71B7
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12. (A) PAVMENTS OF PRINCIPAL AND INTEREST WILL 1 PADE 

INTHE CURRENCY Or INAMEOF DEVELOPING COUNIRVI AND 

WILL HE APPLIED FIRST TO THE PAMENT OF INTFRCST DillAND 

THEN 10 THE REPAYMENT OF PRINCIPAL EXCEPT AS THE LENDER 

MAYOTPERVISE AGREE IN WITING, PAfMfNTS WILL HE 

DEPOSITED VIVh TN[ REGIONAL COIITROLLER, U;AID, AMERICAN 

EMBASSY, , AND WILL OE DEEMED MADE WHEN RECEIVED 

IN SAID OFFICE.
 

O) PAYTENTS OF PRINCIPAL, INTEREST, AND ANY AEFUNES
 

WILL BE ,eAIDBY BORROER IN FULL, FREE OF ANY OE;UC1TIONS
 

FOR ANY TAXES, CHARGES 0H WITNHOLDINGS OF WHATEVER
 

NATURE. IF BORROWER IS PROHIBITED BY LAW FROM MAKEING
 

SUCH PAYMENTS FREE OF SUCHtE.UCTIONS OR WITHHOLDIII.S, 
.
 

THEN BORROWER WILL PAY WHATEVER ADDITIONAL AMOUNT I'


TO MAKETHE ACTUALAMOUNT BY LEIICE!RECEIVEDNECESSARY 

EQUAL TO THE GROSS AMOUNT THAT LENDER HAVERECEIVEDWOULD 

VITNOUT REDUCTION FORSUCHCEDUCTIONS ORVITHOLDIIICS. 

BORROWERWILL PAY, DIRECTLY TOTHE TAXING AUTHORITY, ANY 

TAXES,DUTIES, FEES OR CHARGES IMPOSED ON THIS AGREEMENT 

OR ANY ASPECT OF THE TRANSACTIONS BETWEEN BORROWERAKO 

LENDER CONTEHPLATED BY THIS AGREEMENT 

IC) THE DUTY OF BORROWER UNDER SECTION 12(1)WILL 

SURVIVE THE REPAYMENT FULL OF PRINCIPAL AND INTEEST.IN 

1|. UPO PAYMENT OF ALL INTEREST AND ANY REFUNOS THEN
 

DUE, THE BORROWER MAY PREPAY, WITHOUT PENALTY, ALL OR ANY
 

PART OF THE PRINCIPAL. UNLESS IHE LENDER OTHERWISE
 

AGREES IN WRITING, ANY PARTIAL PREPAYMENTS WILL HE
 

fftllrD TO THE INSTALLMENTS Or PRINCIPAL IN THE INVERSE
 

ORDER OF TBEIR MATURITY.
 

14. UPONPAYMENTIN FULL OF THEPRINCIPAL ANDANY 

ACCMUEDINTEREST, THIS AGREEMENT,ANDALL OBLIGATIONS OF 

TIE BORROER ANDTHELENDER UDDER IT,VILL CEASE,EXCEPT 

AS INDICATED IN SECTION 12(C).
 

IS. UA AS A CONDITION PRECEDENT TO THEDISBURSEMENT OF 
FUNDSBY TIE LENDER, TIlE BORROWER: 

(I) VILL FURNISH A LEGAL OPINION SATISFACTORY TO THE
 

LENOER FROM COUNSEL SATISFACTORY TO THE LENDER
 

THE LAVS OF WKArEOF DEVELOPING 

COUNTRY): 
DEMOIRSTRATING THAT UNDER 

A- BORROWER IS A FINANCIAL INTERMEDIARY, LOCATED OR 

OPERATING IN (NAME OF DEVELOPING COUNTRY), THAT IS
 

EITER: A BANK, FINANCIAL INSTITUTION, COOPERATIVE.
 

NOiPROFIT VOLUNTARY AGENCY, OR OTHER ORGANIZATION I&ICH
 

HAS BIEN DETERMINED BYTHE LENDER TO HAVE THE CAPABILITY 

TO RARE AND SERVICE A LOAN; 

-i- BORROWER HAS THE LEGAL CAPACITY TO BORAOW FROM
 

AND REPAY .0 TiE LENDER, AND TO MAKE AND SERVICE
 

SUILOANS, INACCORDANCE WITH THIS AGREEMENT;
 

-C- THIS AGREEMENT HAS BEEN DULY AUTHORIZED ANO/ORt
 

RATIFIED BY, AND EXECUTED ON BEHALF Of,BORROWER, AND
 

THAT ITCONSTITUTES A VALID'ANO LEGALLY BINDING
 

OBLIGATION OF BORROWER IN ACCORDANCE WLTN ALL OF ITS 

TERMS;
 

-0- THIS AGREIMENT MAY BE ENFORCED BYLEGAL 

PROCEEDINGI AGAINST THE BORROWER UPON FAILURE OF THE
 

BORROWE TO MEET ITS ORLIGATIONS UNDER THIS AGREEMENT; 

(2) WILL FURNISH A WRITTEN STATEMENT, ACCEPTABLE TO THE
 

THEBORROWERLENDER, INDICATING IA) TRE STEPS THAT WILL 

TAKE TO CAiiRYOUT TH( PROVISIONS OF SECTION If Of THIS 

S.ULASS IFlED
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AGIE[r LNT, REGARDING PUDLICITY,AND 0) INDICATING NOW 

BOROWER VILL (STABLISH EASONAILE RATES OF INTEREST 
APTLICABLE 10 SUBLOANS.
 

U) IF BORROWlR HASROT WITHIN MOIITHS FROM DATE OF 

SIGNATURE OF THE AGREEMENT, OR SUCH LATER 'W.fASLENER 

MAY AGREETO IN WRITING, MET THE CONDITIONS SITCIFIEV IN 

THIS SECTION, LENDER MAY TERMINATE THIS AGREEMENT BY 


WRITTEN NOTICE TO BORROWER.
 

16. (A) BORROWER, HAVING SATISFIED THECONDITIONS 

PRECEDENT Of SECTION 15 ABOVE,ANDHAVING FURNISHED TO 


THE LENDER THE NAMES OF ITS AUTHORIZED REPRESENTAoIVES 


AND THEIR SPECIMEN SIGNATURES IN WITHSECTION
ACCORDANCE 
17 BELOW,MAY OBTAIN FROMTHE LENDER THE FUNDSNEEDED FOR 

ITS ESTIMATED OUTLAY OF SUBLOANS DURING THE NEXT 


(SEE GUIDANCE NOTE) UPON REQUEST OF AN AUTHORIZED 

REPRESENTATIVE. THE LENDER VILL ARRANGE TRANSFER OF THE 


FUNDS FROMTHE U.S.G. DEPOSITORY BANKIN (NAMEOF
 
DEVELOPING COUNTRY). 


) WHEN BORROWER ADDITIONAL ITREQUIRES FUNDSHEREUNDER, 
WILL IDENTIFY TO LENDER: 


(1) FUNDSRECEIVED TO DATE; 

t21 NOWFUNDS RECEIVED WEREUSED: 

-A- TO WHOMLENT. 

-1- FOR WHATPURPOSES. 

-C- ONWHATTERMS. 

(3) CUIIULATIVE RELENDING $0 FAR; ANDWILL CERTIFY TRAT
 
ITS STATEMENTS ARE TRUE AND CORECT AND IN CONFORMITY 

WITH THIS AGREEMiENT.
 

(CI EXCEPT AS THE LENDER MAYOTHERWISE AGREE IN WRITING, 

HODISBURSEMENT OF FUNDS BY THELENDER SHALL BEMADEIN 

RESPONSE TO A REQUEST RECEIVED AFTER (SUGGEST EIGHTEEN 


(18) MONTHS)FROM THEDATEOF SIGNING OF THIS AGREEMEHT. 

17. REPRESENTATIVES, FORALL PURPOSES RELEVANT TO THIS 


AGREEMENT, BE THE PERSONS ORACTING IN THE
WILL HOLDING 
OFFICE OF: 

-- FOR THE BORROWER:OFFICE OF 

- FORTOE LENDER: OFFICE OF 

EACN OF WHOM, BY WRITTEN NOTICE, MAY DESIGNATE ADDITIONAL 

REPRESENTATIVES. 


HAMS ANDSPECIMEN SIGNATURES Of BORROWER'S 

REPRESENTATIVES WILL BE PROVIDED TO IHE LENDER, WHICH MAY 

ACCEPT AS DULY AUTHORIZED ANYINSTRUMENT SIGNED BY SUCH 

REPRE.SENTATIVKS IMPLEMENTING THIS AGREEMENT,
UNTIL 

RtCEJPT OF WRITTEN NOTICE OF REVOCATION OF THEIR
 
AUTNORITY. 

BETIEEN AND THE LENOER 
'THIS AGREEMNT, WHICH WILL BE IN ENGLISH UNLZSS BOTH 
PARTIES OTHERWISE AGREE, WILL I IN WRITING ANDWILL BE 
D [EEMED iWEN 

IS. COMMUNICATIONS BORROWER UNDER 

GIVEN DELIVERED ASFOLLOWS: 

BORROWER'S MAIL ADDRESS, ANDALTERNATE ADDRESS Fr
 
TELEGRAMS: 
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IN[ LENDER'$ LOCALMAIL ADDRESS, ANDALTERNATE 
ADDRESS FOR TELEGRAMS: 

OTNER ADORESSES MAY 1E SUBSTITUTED UPON INE GIVING 
OF NOTICE. 

III.BORROWERWILL CARRY OUT THIS AGREEMERT WITH DUI
 

DILIGENCE AND IN CONFORIMITY SOUNDFINANCIALWITH ANOI 
MANAGEMINT PRACTICES.
 

21. 1ORROWER THAT THEFACTS ANDCIRCUMSTANICESWARRANTS 

OF WHICH IT HASINFORMEDTHE LENDER IN THE COURSE 01
 
REACHING THIS AREACCURATE
AGREEMENT ANDCOMPLETE, ,NO
 

INCLUDE ANY THAT MIGHT MATEIIALLY AFFECT THE PERFORIIANCE
 

OF TH[ BORROER'S REPONSIBILITIES UNDERTHIS AGREI'NiNT.
 
BORROWER WILL INFORMTHELEN.DERIN TIMELY FASHION Q! ANY
 
FACTS OR CIRCUMSTANCES THAT MIGHT REASONABLY BE 1111dEO
 

TOMATERIALLY AFFECT THE PERFORMANCE
OF THE BORROWE:'S
 
RESPONSIBILITIES UNDER THIS AGREEMENT.
 

21. BORROWER MAYCANCEL OFTHISUPONNOTICE ANYPART 

LOAN WHICHI HASNOT BEENDISBURSED.
 

22. (A! IT WILL IE AN QUOTE EVENTOFDEFAULT UNQUOTEIF
 
BORROVER NAVEFAILED:
SHALL 

(1) TOPAY iHENDUE ANYINTEREST OR INSTALLMENT OF
 
PRINCIPAL REWIRED THIS AGREEMENT,
UNDER OR 

11 TOMAINTAIN ITS BUSINESS AS A FINANCIALLY SECUPE
 
GOING CONCERN INTER ALIA, SELLING A SUBSTATIAL
WITHOUT, 

PART OF ITS ASSETS, ENTERING BANKRUPTCY REOtGAI.ATION
0 
PROCEEDINGS OR THE LIKE, FAILING TO PAY ITS DEBTSIII A 
CURRENT OROTHERWISE IIPARIiG ITS ABILITY -0FASHION, 
SERVICE ITS KITS, OR 

3) TOCOMPLYWITN ANYOTHERPROVISION OF THIS AGREEMENT. 

4) IF AN EVENT OFDEFAULT THENTNSHALLNAVE OCCURRED, 
LENDERMAY (1 DECLINE TO MANE FURTHER DISBURSEMENT. OF 
PRINCIPAL, AND MAY 2) GIVE TiE NOTICEBORROWER TNA- ALL 
OR ANYPANTOF TH( UNREPAID PRINCIPAL WILL BE DUE AMD 
PAYABLESIXTY iM DAYSTHEREAFTER, WITH INTEREST, MHO, 

IHILESS SUCHEVENTOFDEFAULT IS CUREDVITHIN THAT TIM, 
SUCH(NREPAID PRINCIPAL AND ACCRUED INTEREST HEREUNER 

WILLBE DUE AND PAYABLE IMMEDIATELY. 

1. IN LENDER MAYREQUIRE, WITHIN SIXTY (169)DAYS Of 
BORROWE'S RECEIPT THEREFOR, OF ANYOF A REQUEST A REFUND 
PRINCIPAL DISBURSED HEREUNDER NOT USED IN WHICHIS 
ACCORDANCE WITH THIS AGREEMENT. SUCH RIGHT TO REOU RE A 

RIEFIHUWILL CONTI.UE, NOTWITHSTANDING ANYOTHERPRIOVISION 
OF THIS AGREEMENT, FORTIIEE 1) YEARS FROM THE DATI OF 
THELAST DISBURSEMEHT UNDERTHIS AGREEMENT. ANY SU:H 
iRFHIi WILL I "AVAILAILE FORRE-USE UNDERTHIS AGEI MENT, 
IF AUTHORIZED BY TNE LENDER IN WHITING, ANDOTRERWIlE 

WILLBEAPPLIED TO THEINSTALLMENTS OF PRINCIPAL IN THE 
INVERSEORDEH MATURITY OF THISOF THEIR AND THE AMOUNT 
LOANREDUCEDITN OF TN REFUNDAS APPLIED.BY AMOUNT 

24, IE BORROWER HO TRANSFER OR ASSIGNIINT OFSHALL IAX 
THIS AGiEE ' 0 ANY OF ITS RIGHTS WITHOUTHEREUNDER THE 
WITTEN'APPROVAL OF THELENDER. 

21. ANY FAILUf,Oi DELAY Or THE LENDER IH EXEICISIhG IN 

WOLE OR IN PART ANYOF ITS RIGHTS UNDERiNIS AGREEIIENT 
SHALL NOT COSTITUTEA WAIVER OF ANY SUCH RIGHTS. 

26. NOTWITHSTANDING ANYCANCELLATION, SVS.PENSION OF 

DISBURSEMENT, OR ACCiLERATIN OF ANRPAYMENTS, IN[ 

SNCLASS IFIED
 

http:CONTI.UE
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mIhIsios or THIS AGREEMENT WILL CONINUE IN FFCT 
UNIL THE PAYMENTIN FULL OF THE PRINCIPAL AND ACCRUED 

'ITEREST HEREUNDER. 

IN VITNESS WIEHREOF, THE iORROVER AND THE GOVERNMENT OF 
TIE UNITED STATES OF AMERICA, EACH ACTING THROU4H ITSON.Y AUTHORIZED REPRESENTATIVE, HAVE CAUSED THIS 
AREEMENT TO NE SIGHED IN THEIR NAMES AND DELIVERED AS OF 
TIE DAY AND YEAH FIRST AUOvE WRITTEN. 

DIANEOF iORROWER) 

AI0TA77 STATE sItils 616 26655 
THAT PAYMENTS WILL It DEPOSITED WITH TNE USAID CONTIOLLER 
Al PCST, OR WITH THE AfHEMIA SY CASHIfEIF THIS IS 

AGREALLE TO THE CASHIER. RETAIN, It CA:I OF NEED, THE
LANGUAGE: EXCEPT AS THE LENDER MAY OTNEiUISE AGREE IN 
URITING. 

NOTE FOR SECTION ISOI)(21. THE REFEIENCE IN TN 
CONDITIONS PRECEDENT ICIP'S) AT THIS POINT IS TO 
ACCOMMODATETHESTATUTORY MANDATEOF SECTION Ifa(I) THAT 
THE IFIMUSTAGREETOHAKEI'iANS T 1EIESOIIABLERATE. OF 
INTEREST. SECTION b OF THE USG-II AGNEEMENr, ABOVE, 

AioO 7 

By: 

mS: 
TYPED 

CONTWINS THIS GENERAL PLEDGE, AND REVIEW AT THE C/P
STAGE, I.E. BEFORE THE U.S. DISIBURSES FUNDS, IS INTENDED 
TO ALLOW MORE SPECIFIC SATI:FACTIOII. IPG'S WILL HAVE TO 
ASSESS HOWTO SEEK THIS SPECIFIC SATISFACTION: WHETHER 

TITLE THEBORROWERSHOULDBE EXPECTEDTO I.ETIFy A RATE,ORARANGEOF RATES, ORA MANNEROF ESTAlLISHING A RATEOH 

UNITED STATES OF AMERICA 

RANGE, CONSISTENT WITH GOODIUSINESS 
WILL BE FOR LOCAL DECISION. 

PRACTICES, ETC., 

my: 

flUE: 

TYPED 

THE DEFINITION THUS ACHIEVED OF WHAT IS QUOTE REASONABLE
UNQUOTECOULDBE SAID TO CONTINUE PASTTHEC/P STAGE,DUE 
TO TIE BOIROWER'S UNDERTAKING IN SECTION 6. 

TITLE: NOTE FOR SECTION 16. THE MODELAGREEPNT LEAVES A BLANK 
INSECT1ON 1 FOLLOWING QUOTETHEFUNCSHEEDEDFORITS 

NIMTE ESTIMATED OUTLAY OF SUBLOANS DURING THENEXTUNQUOTE. AN APPIOPRIAIT PERIOD IS TO iE INSERTED; TiIS 

GUIDANCE NOTES FOR SECTION IIB-IFI AGREEMENT 

OTE FOR SEC. 3. (A) TNE INTEREST RATE PAYABLE BY THE 
FI/IoRROWER ILL BE DETERMINED AS PREVIOUSLY DESCRIBED 
EP(RRIF L), Q ANDA-I). HOWEVEA,THE INTEREST NATETO 

K PAID IY THE IF) IS NOTTO IE LESS THANTHERATEOF 
INTEREST BEING PAID TO THEUSG IY THEDEPOSITORY BANKAT 
11E TIME THE FUNDS ARE VITNRAWN FROM THE DEPOSITORY BANK 
TO BE DISBURSED TO THE IFI. TNUS, DISBURSEMENT FROM THE1i ACCOUNTDOESNOT THEREBY RESULT In LOWERINTCREST TO 
TE U.S.C. 

MAY RANGE FROM 30 DAYS TO 3 MNTHS TO 6 MONTHS. 

SUCH FLEXIBILITY INESTANLISKING THIS PERIOD IS 
APPROPRIATE, SINCE, UNOER TN NOTETOSECTION 3, THERATE 
OF IHTEREST CHARGEDTO THEIFlMUSTAT LEAST EQUALTHE 
RATEREING PAID TO THE LEND[ BY THEDEPOSITORY RANKAT 
THETIN OF THE LOAN. ISSION DISCRETION IN THIS REGARD 
IS TO I SUPPORTEDBY EVIDENCE IN ITS FILES OF THEEXTENT 
TO WICI THE IFt IS A STRONG, VIABLE CONCERN. 

THE IPG IS EXPECTED TO USE SOUND FINANCIAL ANALYSIS 
PROCEDURESIN DETERMINING CRITERIA ACTUALLY TO BE USED 

ON) TIE LANGUAGE QUOTE ON A DATE TO RE SPECIFIED BY THE 
U.S.G. UNQUOTE PERMITS SELECTION OF A DATEMORE 
CRUVENIEnT FOR ACCOUNTING PURPOSES, E.G., JUNE39, RATHER 
TRAI ONACTUAL DATEOF FIRST DISBURSEMENT PLUS 6 MONTHS, 
E.G. FEBRUARY 29, MUCH 29, OR THELIKE. 

FOR DETERMINING NOV ADDITIONAL FUNDS RAY BE OBTAINED. AS
TO WiAT IS HEEDED TO OTTAIN ADDITIONAL FUNDS, POSTS MAY 
ODIFY THE ELEMENTS LISTED IN SEC. 1S ) WITHIN THE SAME 

LINE OF INTENT, E.G. INFORMATION PERTAINING TO PREVIOUS 
SUILOARS. 

=tE FOR SECTION 4. REPAYMENT DATES UNDER THE VARIOUS 

LOANS TO IFI'S MUSTHE TIED TO RESULT IN HATCHINGTHEEi[TUAL SCHEDULEFOR CONVERSION TO DOLLARS NY THE HOST 
OOVlRMIEHT UNDERTNE COUNTRY-TO-COUNTRY AGREEMENT. 

NOTE FOR SECTION 1B. THE LENDER'S LOCALADDRESSESImILL
BE THOSEOF THE LOCAL USAIO, PER REF IA PARA. IV-A. 

NOTE ONCASE-ZABLOCAI. THESE UE NOT INTERNATIONAL 
AGREEMENTS SUBJECT TOTHE CASE-ZAIL0CII ACT It U.S.C. 

WBTEFORSECTION S. AS TO THETIMING OF DISBURSEMINTS, 
TIE BORROWERSHOULDUNORSTANO THATTHESEMAYBE MOE 
FROMA REGIONAL U.S. TREASURYOFFICE (E.G., PARIS) BY . 
LOCAL CURRENCYCHECK, FORINSTANCE. INTEREST ILL STARTTO ACCRUEONCESUCHA CHECHiS ISSUED, THOUGHIT MAYBE 

SEVERAL DAYSBEFORETHECHECKCANBE DELIVERED IN THE 
EKVLOPING COUNTRYAT ISSUE. 

11211) RECUIREMENT TO SUBMIT TO CONGRESS.PLEASE SUBMIT 2SIGNED ONIGINALS TO AID/V, OFFICE OF TIE CONTROLLER, LOAN 
MANAGEMENTDIVISION, ANDONEORIGINAL ORCERTIFIED COPY 
TO AID/FVA/FFP FOR DISTRIBUTION. RETAIN A SIGNED 
ORIGINAL IN YOUR FILES. 
NOTEOilCAPITALIZATION. 

CAPITALIZE NORMALLY, INCLUDING 
THE INITIAL LETTER OF WORDSIiCH THEAGREEMENTTREATS AS 
A DEFINED TERM. THUS: QUOTE BORROWER UNQUOTE, QUOTE 

OTE FOR SECTION 7.. THEREQUIREMENTS OF SECTIONS 6 AND7 
S TO THEUSESOF THEFUNDSDERIVE DIRECTLY FROMTHE 

STATUTORY PROVISIONS OF SECTION 11. IF, COMPATIBLE VIT 
TUll PROVISIONS, THE IN-COUNTRY POLICY GROUP(IPG, SEE 
hI[F) KCIDES THAT FURTNERFOCUSSHOULDBE ADDEDTO THESCOPIE.OF SUBLOANS-,SUCHFURTIIER FOCUSCOULDCONSTITUTE A 
VEWPARAGRAPH, E.G. SUO-SECTION 7-1. 

SUDLOANS UNQUOTE, QUOTE PRINCIPAL UNQUOTE, THIS QUOTE
AGREIMENT UNQUOTE,QUOTEEVENTOF OEFAIJLTUNOUOTE.TiIS 
NELPS KEEP MEANING CLEAR: EVENTS OF DEFAULT, FOR 
EXAMPLE, ARELIMITED TO THOSEDEFINED AS SUCHIN SECTION 

3).. 

NOTE ONF9RIIAT. EXCEPT AS NOTEDABOVE,ORAS APPROVEDBY 
AID/V, YO AREEXPECTED TO UTILIZE T[ CLAUSES ABOVE. 

NOTE FOR SECTION 12: IF VISN[O, TNIS MAY BE VORDED SO 
ARMACOST 
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MONETIZATION
 

Intent: The intent of monetization is to meet local currency 
costs associated with grant food aid projects.
 

Definition: Monetization simply means sales ofgrant 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 ot possibilities: ful' 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-Iand Section 416 programs be monetized. For FY 87, this would 
represent approximately 111. 4 million of Title II resources. 
Percentage values for Section 416 are more difficult to
 
calculate as there is 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

L1 projecE 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 and 
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; 
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o ancillary inputs which enhance project food aid objectives;
 

Other Issues:
 

o 	 exhaustion of all alternative funding sources
 

o 	 possible disincentives to local production and marketing;
 

o 	 effects of imports and sales on Usual Marketing Requirement
 
(UMRs - five year average of commercial imports);
 

o 	 host government approval of grant food sales program;
 

o 	 adequate management and accountability.
 

Citations: 	 Food Security Act, 1965, Section 1104.
 
Oraft Policy Guidelines 1/87
 

Doc. 	2783E
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SUBJECT: PL 480 TITLE II: MONETIZATION
 

REF: 	 STATE 073363
 

1. PER REFTEL, ADDRESZEES ARE AWARE THAT THE 1985FOOD 

SECURITY ACT PROVIDES THAT WEMONETIZE, IN THE 

AGGREGATE, 5 PERCENT OF OUR REGULAR PROGRAMS FOR THE 
PHOS. IT IS UNDERSTANCABLE THAT THE TARGET WILL NOT BE
 

ARE BEFORE 
PERCENT REQUIREMENT WASIMPOSED. WE ARE, HOWEVER, 

DISAPPOINTED IN THE NUMBER OF FY &7 MONETIZATION 

REQUESTS RECEIVED TO DATE. FIVE PERCENT OF OUR 

AGGREGATE REGULAR PROGRAM FOR FY 27 WOULD BE ABOUJJIt 

MILLION DOLLARS. TO DATE A HAVE RECEIVED LESS THAN ONIE 

MILLION ODLLARS WORTH CF MONETIZATION REQUESTS THROUGH 

THE MISSIONS FRCM THE PVOS. WHILE MONETIZATION IS ONLY 

POSSIBLE IN THOSE COUNTRIES WHERE THERE IS AMPLE 

PURCHASING POWER, WE BELIEVE THAT WE HAVE FAR FROM 
EXHAUSTED THE MONEIIZATION POSSIBILITIES.
 

METTHIS YEARAS PROGRAMS WELL ADVANCED S 

2. INCREASED MONETIZATION REPRESENTS AN ADDITIONAL
 

FUNDING SOURCE THAT MAY MANE IT POSSIBLE TO EXPAND PVO
 

ACTIVITIES IN A TIME OF DECLINING OVERALL RESOURCES.
 

FIRST PRIORITY WOULD BE GIVEN TO ANCILLARY EXPENSES OF 

MOVING THE FOOD ITSELF SUCH AS INTERNAL TRANSPORT AND 

WAREHOUSING. THE PARTICULARLY ONEROUS BURDENS THESE 

ITEMS IMPOSE INAFRICA COULD THEREBY BE RELIEVED. 

SECOND PRIORITY WILL BE GIVEN TO OTHER DEVELOPMENTAL 

MONETIZATION IHITIATIVES PARTICULARLY THOSE ASSOCIATED 

WITH CHILD SURVIVAL. LOCAL CURRENCY GENERATED BY FOOD 

SALES CAN BE IISEDTO PROVIDE THE CONCOMITANT RE^OURCES 

TO MANE SUCH PROGRAMr GO. 'UCH COMPONENr AS GROWTH 

MONITORING, IUTRITION EDUCATION ANDORT ARE THU; READILY 

STATE 23440 C037 :0I4L AIDibib 

I'UhUAfLE OUTOMTA:S i MILLION O0;LAr,; r'HISMAYBE TYS 
ONLY 6 A'i II : d: iN aE FIrNVED IN TI lIl , .% STRUCTURAi. 

AUJUST1iLNI WrH.I .OCI I '.ERVICES A;L ENER.LLV BEILu CL; 

CACK.
 

3. AT THE SAM- TIME. NONETIIING TITLE II COPMODITIES
 

RAISES ECONOMIC ISSUES IUC AS DISINCENTIVES ANG USUAL
 

MARKETING REQUIREMENT' THAT THE PYOt MAY NOT BE
 

ACCUSTOMEG TO DEALING WITH IN THE FIELD. WE ASS ME THAT
 

IN MOST CASES THE ACTUAL SALES OF COMMODITIES WILL BE
 
UNDERTAKEN THROboLH MARIE'INA CHANNEL: WITH BELLMO
USUAL 


DETERMITIATIONS ON STORAGE AND CISIrICENTIVC: CAITIED OUT
 

BY THE MISSION. USUAL HARNETING RFOUIREME;TS (UMRS),
 

NORMALLY REQUIRING THE MAINTENANCE OF COMMERCIAL IMPORTS
 

BASED 	ON A FIVE YEAR AVERAGE, WILL EED TO BE
 

ESTABLISHEP FOR OST MONETIZATION PROGRAMS; FVOS WILL
 

NEED TO FACTOR 1HIS INTO THEIR PLANS. THERE IS ALSO A
 

LEGAL 	REQUIREMENT THATPVOS DESCNIBE THE USES TO WHICH
 

THEY INTEND TO PUT FUNDS EARNED BY MONETIZATION. THE
 

BOTTOM LINE I THAT E HAVE HERE A RESOURCE UKICH WE
 

CANNOT AFFORD TO IGNORE, BUT WHICH WILL MAKE NEW
 

-. DEMANDS ON BOTH PVOS AND MISSIONS.
MANAGERIAL 


4. WE ENCOURAGE MISSIONS AND PVOS ;2 WORK TOGEIHER WITH
 

HOST GOVERNMENTS TO DEVELOP PRCGRAMS THAT CAN USE
 

MOHETI'ED TITLE II RESOURCES TO COVER SOME OF THEIR
 

LOCAL CURRENCY COSTS. PVOS ARE OF COURSE STILL EXPECTED
 

TO MEET A SIGNIFICANT PORTION CF PROGRAM COSTS,
 
PARTICULARLY SALARIES, FROM THEIR OWN RESOURCES. WE
 

WOULD HOPE TO SEF NEW PROPOSALS INRESPONSE TO THIS
 

INITIATIVE BY £115/86 TO FIT INTO THE FFP FY 17
 

PROGRAMMING CYCLE. WERECOMMEhD BE
THATTHESEPROPOSALS 

TO THE FY7ESUBMITTED AS AMIENDMENTS 	 M 1tQ-Vr 

(OPERAT1ONAL PLANS CURRENTLY UNVER REVIEW BY FFP.
 

ARIACOST
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DRAFT
 

POLICY GUIDELINES FOR MONETIZATION
 

OF PROJECT FOOD AID
 

(Voluntary Agency and Cooperative Projects) 

A. Introduction
 

Monetization means selling a portion of the commodities granted
 

under Title 1I 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 project aid.of food Thus, 

full monetization would be considered only when it is clearly 

demonstrated that the developmental impacts would justify the 

high cost to the U.S.G. of providing food and transport on a
 

grant basis.
 



These guidelines establish generala policy framework for 

Missions, Private Voluntary Agencies and Cooperatives considering
 

partial monetization of project food aid.
 

B. Program Guidelines
 

1. Complementarity 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 basis 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 government contributions. Host government- 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/II£ for example -- or commodity import programs.
 

PVO and Cooperative financing. 
 In the past, these
 

organizations have largely been responsible for both ancillary
 

costs and internal transport costs of their projects. 
 The
 

full range of PV3 and Cooperative resources should be
 

determined inadequate before monetization is proposed.
 

Operational Program Grants (OPGs). 
 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. government resource and its 

complementary impact on project goals, the PVO 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.
 

\J 



4. Disincentives/UMR Depending on the volume of sales and
 

choice of commodities to be sold, monetization of grant
 

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 USAID 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-Committee 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 iuulti-year terms, where appropriate. Consistent with this, 

these projects should have a specific 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 fordesign monetization need not be as 

involved as 
those for DA projects. However, 
more information is
 

necessary than is generally provided in PV3 Operational Plans
 

(JPs) 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 expected impacts, which considers
 

the benefits 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
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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
 

commodities 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. Overall 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 "not for 

resale". 
To solve this problem the participating private
 

voluntary agency and the USAID 
 should make a special request
 

either: 
 (i) that the commodities be sent in bulk and bagged in 

country whfere 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 generations bemust balanced against increased 

administrative and logistical costs, e.g., 
special orders,
 

differential handling, 
increased bookkeeping, more difficult
 

accounting, as well as 
overall commodity availabfilty. In
 

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.
 

C,
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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 poets 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 sponsorstvp. Thus, the proceeds
 

could cover some costs associated with streigthening local
 

capabilities to assume responsibilities for elements of a program
 

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 ORT
pilot programs. 

Uses for local currencies in School Feeding Programs 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 include 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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a. 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 in its absence. 

b. It must be demonstrated that payment in food is not a 

satisfactory alternative. Reasons must be clear and specific 

(e.g., migrant 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.
commitmenl:s to sugar exporting countries. The program providescommodity assistance to compensate these countries for foreignexchange losses resulting from reduced sugar exports to the U.S. 

Description: Commodities supplied under this program areprovided under Section 416. These commodities are additional
 
to any regular or emergency food aid currently being provided
to tha 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
initiated 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 agreement language, 
 aresubmitted by the requesting country through the A.I.D. Mission or U.S. Embassy to FVA/AID/W. In view of the unique nature of
the program, Washington review has been streamlined and 
decisions and shipments are made as quickly as possible.
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INFO APJA-03 AFOP-05 

INITIATIVE II11IO-0 FREIGHT COSTS INCLUDED UNDER THIS PROGRAM
AFTR.1 rVA-OL OFOA-1Z SEOS-02 4FOA-42 FVPP-91 


MILLION US DOLLARS):
/142 A 310 


..... 
 I---------
DOMINICAN REPUBLIC 4S.J PHILIPPINES 321. 

.....................................


INFO LOG-1f /011 R 
GUATEMALA t.8 PERU it1. 

EL SALVADOR 7.1 PANAMA 1.
 
6601| 

MAURITIUS 5.1 COL.0MIA 6.3 
DRAFTED IYiAIO/FVA/FFP/PCDiPCURTIS 


COSTA AICA 5.5 HONDURAS 1.1 
APPROVED BYiAID/FVA/FFP/PCO:PCURTI3 


4.1 THAILAND 3.7 ................. 27063 iAllZ /36 	 SWALILANO 
MOZANIQUE 1.4 GUYANA 3.2 

O 111108Z rEs 1 
ZIMABWE 3.2 BILIZ 2.9


FM 110C1AI1 WASHDC 

ECUADOR 2.1 JAMAICA 2.0
 

TO AMEIIASSY PORT LOUIS IMMEDIATE 

MALAWI 2.5 BOLIVIA 2.9 

INDIA 	 2.0 BARBADOS 1.6 
UNCLAS STATE 610741 

CONGO 1.6 HAITI 1,5
 

COTE O'IVOIRE 1.6 MADAASCA I. 5 

PAPUA NEW GUINEA I.s St. CHAISTOPHER 1.6
AIDAC 


1.5 FIJI 

FOLLOWING STATE 93741 DID 12 FE1 SENT INFO GEORGETOWN 	 TRINIDAO-TOSACO. 1.5
 

BEING REPEATED FOR UR ACTION;
 
RESPECTIVE U.S. MISSIONS SHOULD OFFICIALLY INFORM
 

COUNTRY GOVRHIINNN OF THIS PROGRAM INITIATIYE AND
 
QUOTE: UNCLAS STATE 63174) 


ASSIST, WHENK
NECESSARY AND/OR FEASIBLE, IN OEVELOPINO
 

THE FORMAL REQUEST, INCLUDING THE PROPOSED PLAN OF
 
AIDAC 


OPERATION (ATTACNhINT A) TO THE SECTION 415 I) PROGRAM
 

FE SEtltACTION RIO WORLOWIDE AGREIMENT,
FOLLOWING STATE 31745 OTO It 

BEING REPEATED FOR UN INFO:
 

3. IN ASSISTING WIT% THI DEVELOPMENT OF THE REQUEST AND
 

PLAN OF OPERATION MISSION SHOULD INFORM COUNTRY
 QUOTE: UNCLAS STATE 03574S 

GOVERNIMENTS THAT THE FOLLOWING COMMODITIES ARC CURRENTLY
 

AVAILABLE AT THE FOLLOWING ESTIMATED VALUES PER METRIC
 
AIDAC 
 TON: 

E.O. 11315t IA 
GOHODITY US DOLS/OT

TAGS: 

SUIJECTS 12/,1SB AIINOUNC[MENT - SECTION 41b
 

WIiAT 
 11

COMMODITIES FORSUGARQUOTACOUNTRIES 	 SICORN 


RISS (A) 114) STATE 117603 I1 (15) STATE253289
 
SORGHUM 
 1


61 107206
0) (10 

III
BARLEY 

1. SUIIIARY: ON 12/151l SECRETARY OF AGRICULTURE LYNG 	 SOYBEANS 1i) 191 

ANNOUNCED ;HE 1907 SUGAR IMPORT QUOTA LEVELS. TIE 	 OATS 21
 
Its
 

SECRETARY ALSO STAT9O THE COMMODITY DONATIONIS WILL It 	 MILLED RICE 


NFDI 
 729
WHICH SUFFER ECONOMIC 

BUTTER ,#il


AVAILABLE TO COUNTRIES IN IY 1ll 


LOSSES At A CONSEQUENCE OF THE REDICTION I SUGAR IMPORT 


QUOTAS. THE MA N VEHICLE FOR THI A3SISTANCE CONTINUES BUTTCROIL 1,123
 

TO BE SECTION 41b (81OF THE AGPICULTURAL ACT OF 1940, CMITSE
 

REF (Hi. EXCEPT AS 41 LB BLOCAS I,m8

AMENDED, AS WAS THE CA-E LAST YEAR, 


OTHMERWIa STATEO HIR[ItI PROVISIOII fOR D[V[LOPIHO 
 5 L1 LOAVES 1,1122
 

NO. 11 TIN CANS 1,121

SECTION 410 16)PROGRAM REQUESTS AIOSIGMNi AGREEMENTS 


WILL FOLLOW THOSE PROVIDED UIDER REFTELS. 14 RESPONSE
 

USU WILL SEEK T0 1i)FOR HUMAN CONSUMPTION
TO REOUET FRO" ELIGIBLE COUNTRIES THE 


PROVIDE ASSISTANCE UP TO THE SUGAR QUOTA LEVEL INDICATED
 
PRICES DO NOT REPEAT NOT INCLUDE SHIPPING WHICH VARIES


IN PARIARAPN 2, WHICH INCLUDE" OCEAN VREIGHT COSTS. 

ACCORDING TO DESTINATION.
THIS ASSISTANCE IS EXPECTED TO HE AODTIONIAL TO LEVELS 


PROVIDED IN FY It AND TO ANY REGULAR AND EMERGENCY FOOD
 
INR1VIEWING THE ABOVE COMMODITY LIST, MISSIONS SHOULD
AID PROGNAS, IF OLIVtRIZS FOR THE LEVILS ANNOUHcro II 

4EIP IN IlNDTHAT WNIILITHE CCC CONTINUES TO OWN LAGE
 

QUANTITIES lI WHOLE GRAINS AND DAIAY PRODUCTS, NW USES
 FY 15 HAVE NOTBEENCOMPLETED, IT HAY BE POSSIBLE TO 
ANDLOZJRO THIS? STOCHI FORDOMESTIC U.S. PROGRAMS

CONSOlIDAT[ THESE LEVELS WITH THE NEWLY ANNOUNCED LEVELS 

ACQUISITION OF STOCKS SUCH AS OUTTER AND COHSE[ NAY
 INTO A SINGLE AGREEMENT. 

AFFECT THE QUALITY AND QUANTITY OF COHIMOITI[S AiMAINING
 

AVAILABLE FOR SECTION 416 (1IPROGRAMMIN. SOYBEANS aRE
2. INVIEW OF THE ECONOMIC IMPACT THE HtOUC1 ION IN IHE 


SUGAR QUOTAS FOR 1117 MAY HAVE ON O1E SUGAR EXPORTING 
 AVAILABLE FOR HUMAN CONSUMPTION ONLY. CHEESE,
 

MAY IECOE
 
COUNTRIES ECONQMI[S, OMOOITY CREDIT CORPORATION ICGCI 	 NUTTIR/UTTEROIL, AND REtCEILY PURCHASED MOi 


UNCLASSIFIED
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LIITED DURING THE YEAR. TIItRCtOa(,
IT IS IflPORTANT
 
THAT YOU AOVI.1 WA',NPhGOH OF THE COMMOIT'/II$1( AHO
 
QUANTITIES/OLALIIIES DESI0RED AT T4E E1A11ES? PO2SIILE
 
DATE SINCE ONLY CCC*OWNED COMMODITIIS ARE AVAILA1LE FOR
 
THIS PROGRAN. OF COURSE TRaDITIONAL P.1.488 FOOD AID
 
PROGRAMS SUPPLY SPECIFIC QUANTIIES OF AVAILABLE
 
COMMODITIES FROMI
THE Us. COMIRCIAL MARKET.
 

4. BASED ON EXPERIENCE. wIfT illlPROORAiM AIO THE
 
GREATLY INCREASED SUGAR QUOTA OFF-SIT LEVELS FOR 1917,

AEANrIcIPATE OIFFICULTY IN COMP1ING WITH Thi
 
ROQUIREMENTS FOR N 
IELLMON OTEAMINATAON AND
 
PROt|CTING TRADITIONAL COTMKRCIAL !4AIK[TEIUSUAL MARKET
 
REOUIREMOTI. THEREFORE, ALL 
PROPOSALS FOR COMMODITIES
 
UNDER THIS PROGRAM MUST PROVIDE THE FOLLOWING
 
INFORMATION FOR EACH COMMODITY RIGU[STED;
 

- 1) IN ORDER FOR THE DEPARTMENT OF AGRICULTURE TO
 
DETERMINE THAT THE BELLMOII REQUIREMENT HAS REIN
 
SATISFIED FOR EACH COfMtOIfI 
 ICING PROVIDEO,A SUMMIARY
 
STATEI NT MUST It PROVIDED BY RESPECTIVE U.S. MISSIONS
 

THAT.INCLUDIS ACKOROUND INFORMATION INDICATING THAT
 
ADEUATE STORAGE IS AVOILABL TO PREVENT SPOILAGE AND
 
VAST[, AND THE DISTRIIUrION Or THE COMMODITY VILL NOT
 
,RESULT 4N SUItTANTIAL DISINCENTIVE TO OR INTERFEREhC[
 
WITH PRODUCTION OR MAROITING.
 

. 2) LI$1 OF COMMEACIAL IMPORTS BY COUNTRY OF ORIGIN
 
FOR THE PREVIOUS FIVE YEARS Akb E$TIMATEO FORF FY,
 
IACNGROVND INFORMATIAN ON PRODUCTION, CONSUMPTION ANO
 
TRAO It HELPFUL ESPECIALLY IF MISSIONS HAVE REASON TO
 
PROPOSE REDUCTION OH WAIV9R OF INDICATED WiR.
 

t. MISSION S41NO1DICIo'OTI THAT It IMIflPTINO
 
GOVERNMENT INTENDS TO MONETIZE DONATED COMODITIES,
 
LOCAL CURRENCY PROCEEDS MUST IIEUSED FOR ACTIVITIES
 
CONiISTE9T WITH PROVIDING FOOD A;'I5AIHCft6 NEEOV
 
PEOPLE. 
 PLAN OF OPCRATION (WHICH IS INCORPORATED IN TH[

AGAIEMIHNT) SHOULD Di.:Rll 
 THE PAOGRAn ANJOINCLUDE
 
INFORMATION ON ACTIVItILS TO it SUPPORTED WITH LOCAL
 
CURRENCIES. A REPORT TO COIIGRESS ON THE LOCAL CURRENCY
 
USE ISREQUIRED ANNUALLY. SEPTIL 
10 FOLLOW R[ REPORTING
 
REQUIREMENT.
 

6. YOUR EXTENDED SUPPORT IN DEVELOPIING THE ABOVE NOTED
 
PROORAMS FOR 1516 IS GREATLY APPRiCIATED. WITH PAST
 
[XPERIENCE, Ut ARE 
HOPEFUL PROGi;AMING FOR 1i31CAN IIE
 
EPPIDITED BOTH 
IN THE FIELD AND IN WASHINGTON, SHULTZ
 
UNQUOTE SHULT1 UNQUOTE SHULTZ
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AID/FVA/FFP/II:ABRAUNSTEIN:JJ:3243Q
 
06/18/86 235-2844
 
AID/FVA/FFP/II:WPEARSON
 

STATE/EB:JTUCKER {SUBS} I USDA/FAS:MCHAMBLISS {DRAFT}
 

OMB/IAD:GMOSER {SUBS} I AID/PPC/PB:LTANNER {SUBS}
 
AID/FVA/FFP/POD:EJEFFERSON{SUBS} I AID/FVA/FFP/II:MDWYRE {DRAFT}
 
AID/ES:GJOE I
 

PRIORITY NAIROBI, BRIDGETOWN PRIORITY, BELIZE PRIORITY, LA
 
PAZ PRIORITY, BOGOTA PRIORITY, BRAZZAVILLE PRIORITY
 

AIDAC NAIROBI FOR REDSO/EA ABIDJAN FOR EMBASSY AND REDSO/W w
 

E.O. 	12356: N/A ABO.4
 

MC GA
TAGS: 

MD
 

SUBJECT: SECTION 416 SUGAR QUOTA OFFSET: STREAMLINED
 
PLAN OF OPERATION AND SECTION 416 AGREEMENT GJ
 

BARBADOS FOR EMBASSY AND RDO
 

REF: {A} STATE 117093 {B} STATE 148721
 

1. SUMMARY: THIS MESSAGE PROVIDES INFORMATION ON:
 

{A} 	 COUNTRY PROGRAMS APPROVED TO DATE IN PRINCIPLE
 
BY THE INTER-AGENCY DCC,
 

{B} 	 PLAN OF OPERATION REQUIREMENTS UNDER SECTION
 

416,
 

{C} 	 SAMPLE SECTION 416 AGREEMENT,
 

{D} 	 DEFINITIVE FY 86 COMMODITY PRICES FOR PURPOSES
 
OF THIS PROGRAM1
 

{E} 	 INCLUSION OF BOTH OCEAN TRANSPORT AND COMMODITY
 
COSTS UNDER DOLLAR ALLOCATION. END SUMMARY.
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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, ZIMBABWE, 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 416 PROGRAM.
 

4. REFTELS SET OUT GUIDELINES FOR THE SUBJECT PROGRAM.
 
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
 
416 PROGRAMS SETS OUT REQUIREMENTS OF COOPERATING
 
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
 
416 PROGRAMS, UNLESS OTHERWISE PROVIDED, THE
 
INTER-AGENCY DCC HAS APPROVED STREAMLINED PLAN OF
 
OPERATION REQUIREMENTS 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 NFDM; FLOUR FOR WHEAT; CANS OR 
LOAVES FOR CHEESE, ETC.} 

- 4. DELIVERY SCHEDULE
 

- 5. DESCRIPTION OF PROGRAM
 

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.
 

- 6. USUAL MARKETING REQUIREMENTS {UMR}-SECTION 416
 
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 416 OR
 
TITLE I, POST WILL BE ASKED TO PROVIDE INFORMATION BY
 
COMMODITY ON LATEST FIVE-YEAR COMMERCIAL IMPORT DATA
 
WITH ESTIMATES FOR FY 86. CONSULTATIONS ON ANY UMR'S
 
WILL BE EXPEDITED. A UMR WILL BE REQUIRED FOR ANY
 
COMMODITY SOLD.
 

- 7. RECORD KEEPING, ACCOUNTABILITY, AND REPORTING
 
PROCEDURES FOR:
 

- {A} COMMODITIES FOR DIRECT FEEDING, IF ANY. 

- {B} 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.
 

- 11. 
 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.
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B. ANY COMMENTS ON ABOVE GUIDELINES SHOULD BE TAILORED
 
TO COUNTRY-SPECIFIC PROPOSALS AS DEVELOPED OR FINALIZED.
 

6. SAMPLE SECTION 416 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.}, THE COMMODITY CREDIT CORPORATION {CCC} AND
 
GOVERNMENT OF 
{ } AGREE AS FOLLOWS:
 

1. CCC AGREES TO 
DONATE TO THE GOVERNMENT OF f I

AGRICULTURAL COMMODITIES OF THE KIND AND AMOUNT
 
SPECIFIED IN SECTION 2 PURSUANT TO THE AUTHORITY OF
 
SECTION 416 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 FOLLOWS:
 

QUANTITY DELIVERY FOREIGN
 
PRODUCT PACKAGE 
 MTS {LBS 000} MONTH PORT
 

NOTE: 
 SHOULD THE ABOVE SCHEDULE CHANGE, THE GOVERNMENT
 
OF { 
 I 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.O. 
BOX 205, KANSAS CITY,
 
MISSOURI 64141, TELEPHONE {816} 926-6723.
 

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 FOLLOWING COSTS: OCEAN
 
TRANSPORTATION (IF APPLICABLEi 
SURVEY FEES, AND
 
REPACKAGING OF DAMAGED COMMODITIES; PROCESSING,

HANDLING, AND TRANSPORT COSTS TO U.S. PORT(S} OF
 
ALLOCATION.
 

- B. THE GOVERNMENT OF { Y AGREES TO PAY THE
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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 210.5 {D} {2} {I}, A.I.D.
 

REGULATION 10, THE GOVERNMENT OF { } AGREES TO
 

ARRANGE OCEAN TRANSPORTATION AND FREIGHT FORWARDING TO
 
ENSURE THAT AT LEAST 60 PERCENT OF THE CARGO TONNAGE
 
UNDER 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

5. THE TERMS AND CONDITIONS SET FORTH IN THE APPROVED
 

PLAN OF OPERATION {ATTACHMENT A} ARE INCORPORATED INTO
 
AND MADE A PART OF THIS AGREEMENT.
 

6- 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.
 

7. 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.
 

7. 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 416 AGREEMENT.
 

8- PRICES FOR SUGAR QUOTA OFFSET PROGRAMMING IN FY 1986.
 

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
 

130
WHEAT 


WHEAT FLOUR 180
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MILLED RICE 
 180
 

CORN 
 108
 

SORGHUM 
 104
 

B- DAIRY PRODUCTS {PROVIDED BY USDA FAS/DL AND PD AND
 
ASCS.}
 

COMMODITY 
 DOLLARS/METRIC TON
 

BUTTEROIL 
 1,250
 

BUTTER 
 1,050
 

CHEESE {CHEDDAR/PROCESSED} 
 1,100
 

NFDM {FORTIFIED} 
 700
 

ULTRA HIGH TEMPERATURE {UHT} MILK 649
 

9. AS NOTED ABOVE, AN ADDITIONAL PRODUCT AVAILABLE
 
THROUGH FY 1986 IS UHT WHOLE LIQUID MILK IN QUART
 
CONTAINERS.
 

STATE 352097 DATED NOVEMBER 16, 1985 PROVIDES GENERAL
 
INFORMATION ON THIS UNIQUE PRODUCT. 
 IF APPROPRIATE,

WOULD APPRECIATE IT IF EMBASSY/MISSION COULD CALL TO THE
 
ATTENTION OF HOST GOVERNMEN1 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 {OT} 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 60

PERCENT AS 
OF APRIL 1, 19861. 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.
 

11. SEPARATE CABLE WILL FOLLOW WITH TRANSPORT COSTS AND
 
USG ESTIMATE OF COMMODITY QUANTITY ALLOWABLE UNDER
 
PROGRAM WHERE POSTS HAVE IDENTIFIED A PROGRAM AND
 

UNCLASSIFIED
 



UNCLASSIFIED 
 7
 

COMMODITY.
 

12. FOR THOSE COUNTRIES THAT HAVE PROVIDED ESTIMATED
 
SHIPPING SCHEDULES FOR DELIVERY BY JULY/AUGUST, PLEASE
 
BE ADVISED THAT ONCE SECTION 416 AGREEMENT IS SIGNED
 
DELIVERY TO U.S. PORT CAN TAKE FOUR WEEKS FOR WHOLE
 
GRAINS AND 
6-8 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. YY 

UNCLASSIFIED
 



Structural Adjustment Support Program
 

Intent: Provide FL 480 and Section 416 food to targeted
 
recipients in countries engaged in economic structural
 
adjustment programs. The food would woil be provideo 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 woula not
 
otherwise undertake.
 

Description: Country eligibility - Mlissions 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 fooa consumption and
 
malnutrition problems among particular vulnerable groups; 3)
 
The country has sufficient institutional infrastructure -­
either public 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 aetermined, 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
 

Doc. 2783E
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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 printed 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 available 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 371982
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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. In
 
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
 
the 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.I.D.'s STRATEGY FOR INCREASING THE DEVELOPMENTAL IMPACT OF
 
FOOD AID
 

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.I.D. is developing several mutually reinforcing approaches to
 
increase the effectiveness and oevelopment impact of food aid:
 

o 	 We are encouraging recipient governments to undertake
 
policy reform, which will encourage increased availability
 
of food. 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, i.e., whether food is needed for emergency
 
feeding, for balance-of-payments support, or for a food
 
safety net while difficult ecc:nomic reforms are being
 
undertaken.
 

o 	 We are continuing to strengthen the child 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.
 

o 	 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 basis 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 is 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 basis 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
 
freight 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. 
Section 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
 
program, launched in late FY 1986, will expand in FY 1987 and
 
FY 1988.
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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 is 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 Lanka ($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 programmed for private
 
sector activities. (An additional 15% 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.I.D. policy encourages decreased government controls on
 
agriculture and the removal of impediments to private sector
 
activiticq in designing Title I-related activities. Thus, we
 
have emphasized marketing Title I commodities through the
 
private sector rather than through government parastatal
 
agencies.
 

Food for Development programs, authorized under Title III and
 
financed under Title 1, 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 in policies
 
designed to improve the quality of life of the poor,
 
particularly in zural areas. Title III agreements include
 
s,,pyly 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% 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

wi)l 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 $928.9
 
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 donatons of food to meet
 
famine or other urgent relief requir ;ients 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 regular

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. In 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- ear programs with clear, measurable and time-limited 
objectives. 

- 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 ofTlocal currency when 
required for transport, storage and complementary inputs. 

- We will support 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 legislated subminimum for 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 75% 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 $758.7.
 

Section 416
 

Section 416 is a second source of grant 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
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Title II, including middle-income developing countries, and can
be used in virtually 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 metric 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 11 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 S88 million, is 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 food 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-economic, 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 initiatives 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
political 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
Section 416 in an emergency situation, in response to 
a serious
breach in a dam in the Kantalai District. 
 The Sri Lankan
overnment responded quickly with relief efforts 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 is 
a small but essential 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
Outreach Project will continue in FY 1988, at a requested
funding level of $4.0 million, to help 
cover logistic and
material support costs of U.S. voluntary agencies engaged in
improving and expanding people-to-people programs in the
poorest areas of Africa and Latin 
America. 
The Title II
Program Enhancement Project, with proposed funding of $1.5
million in FY 198, 
 will continue to help PVOs improve the
development impact of the Title II 
resources 
they administer by
strengthening their capability to design and implement
essential components of supplementary feeding programs.
 
The Food Needs Assessment Project will continue to help A.I.D.
missions and host governments improve collection and analysis
of food sector data in order to ensure more accurate and timely
estimates of food aid needs. 
 FY 1988 funding is 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 countries worldwide to provide short-term technical
and managerial assistance. 
 This program is currently being
implemented through Volunteers in Overseas Cooperative

Assistance (VOCA).
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FY 1989
P.L. 480 CONGREGBIONAL PRESENTATION
 
TITLE II 

(s100) 

FY 86 Actual Program Levels Fv S- Estimated Program Levels FY 98 Proposed Program Levels 

R~gion/Country Total Volags WFP GTGNEAR EAST - TOTAL 15,336 13,803 1,533 0 

Egypt 6,617 6,617 ---Gaza 629 629 ---Lebanon 1, 144 --- , 144 ---Morocco 5,769 5,380 389 ---West Bank 1,177 1,177 --- . 
LATIN AMERICA - TOTAL 63,197 38,671 11,302 13,224 

Bolivia 12,183 10,573 1,138 472Costa Rica 263 --- 263 ---Dominican Rep. 1,748 1,489 259 ---Ecuador 1,691 582 1,032 77El Saelvador 10,447 1,845 4,577 4,025Guatemala 5,821 5,467 354Guyana 240 --- 240Haiti 14,251 7,043 888 6,320Honduras 4,601 3,334 1,267 ---Jamaica 2,577 386 101 2,090Mexico 282 --- 282 ---Panama 78 --- 78 ---Paraguay 292 292Peru 8,708 7,952 756St. Kitts 8 --- aSt. Lucia 7 --- 7 ---
ASIA - TOTAL 209,831 122,578 78,102 9,151 

Afghanistan 8,897 --- -- ,97Bangladesh 31,828 15,979 15,849 ---Bhutan 526 --- 526 ---India 103.213 91,098 12,115Indonesia 4,280 3,862 418Kampuchea 1,551 --- 1,551 ---Nepal 2,205 --- 2,205 ---Pakistan 42,032 --- 42,032 ---Philippines 8,330 8,218 112 ---Solomon Islands 254 --- 254Sri Lanka 6,715 3,421 3,294 ---
EUROPE - TOTAL 2,322 2,322 0 0 

Total Volags WFP GTG 
11,636 10,231 1,184 221 

4,422 4,201 221 
---543 543 -­
0 --- --- ---5,611 4,427 1,184 ---

1.060 1,060 ---

53,462 34,595 10,128 8,739 

10,285 8,528 1,292 465 
221 --- 221 ---

1,903 1,713 190 ---
918 449 271 198 

5,201 1,588 2,535 1,078
5,311 4,421 890 

0 ... ---
15,354 7,005 1,351 6,998
5,012 3,394 1,618 ---

422 149 273 ---
0 -.--- ---

67 --- 67 ---
250 --- 250 ---

8,511 7,348 1,163 ---
2 --- 2 ---
5 --- 5 ---

146,060 105,515 37,579 2,966 

2,966 2,96622,360 15,476 6,884 ---
623 --- 623 ---

84,260 74,765 9,495 ---
4,593 4,091 502 ---

0 ... ... ...­
1,965 --- 1,965 ---

16,135 --- 16,135 ---
9,186 9,146 40 ---

0 ... ... ... 
3,972 2,037 1,935 ---

2,282 2,282 0 0 

Total Volags WP 

8,665 7,487 1,178 

2,454 2,454 
4525525 

0 
4,664 3,426 1,178 
1,022 1,022 
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0..0­
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F%' 1988
 
P.L. 480 CONGRESSIONAL PRESENTATION
 

TITLE II
 
000)
 

FY 86 Actual Program Levels FY 87 Estimated Program Levels 
 FY 98 Proposed Program Levels
 

Region/Country 
Total Volags WFP STS Total Volags WFP GTG Total Volags WFP 98 

AFRICA - TOTAL 187,383 128,829 36,332 22,222 102,737 43,719 39,708 19,310 77,107 41,537 27,703 7,867 
Angola 
Benin 
Botswana 
Burkina Faso 
Burundi 
Cameroon 
Cape Verde 
C.A.R. 
Chad 
Comoro Is. 
Congo 
Eq. Guinea 
Ethiopia 
Ethiopian Refugee 
Gambia 
Ghana 
Guinea 
Guinea Bissau 
Ivory Coast 
Kenya 
Lesotho 
Liberia 
Madagascar 
Malawi 
Mali 
Mauritania 
Mauritius 
Mozambique 
Niger 
Rwanda 
Sao Tome 
Senegal 
Seychelles 
Sierra Leone 
Somalia 
Sudan 
Swaziland 
Tanzania 
Togo 
Uganda 
Zaire 
Zambia 

3,315 
1,208 
5,939 
7,440 
1,586 
713 

4,311 
311 

3,669 
441 
117 
457 

73,841 
4,504 
2,759 
12,730 

56 
395 
118 

2,694 
7,818 

0 
1,649 
365 

6,680 
2,109 

143 
9,631 
4,563 
3,938 

606 
4,480 

198 
1,088 
7,870 
5,046 

290 
1,413 
2,167 

490 
163 
72 

450 
772 
---

6,153 
1,502 

---
---
---

1,471 
---
---
---

73,841 
4,504 

775 
6,901 

---
---

2,668 
3,692 

... 
1,649 
---
961 

2,040 
---

5,231 
3,805 
3,790 

---
3,464 

198 
1,032 

---
847 
---

1,163 
1,757 

---
163 
---

---
436 

4,666 
1,287 

84 
713 
388 
311 

2,198 
441 
117 
457 
---
--
160 

5,829 
56 

395 
118 
26 

4,126 
... 
---
365 

1,981 
69 
143 
---
758 
148 
606 

1,016 
---

56 
7,870 

---
290 
250 
410 
490 
---
72 

2,865 
---

1,273 
---
---
---

3,923 
---
---
---
---
---

---
1,824 

---
---
---
---
---
---
... 

---
---

3,738 
---
---

4,400 
---
---
---
---
. 
---
---

4,199 
---
---
---
---
---
---

0 
1,369 
8,050 
6,965 

181 
830 

2,330 
653 

3,511 
920 
122 
360 

4,311 
904 

2,421 
10,673 

120 
1,683 

177 
1,787 
7,907 

193 
1,397 

490 
4,986 
4,324 

272 
8,246 
1,628 
3,298 
611 

4,178 
119 

1,108 
7,090 

703 
293 

5,382 
2,333 

568 
127 
97 

... 
961 
---

5,831 
---
---
---
---

1,589 
---
---
---

4,311 
904 
641 

6,342 
---
---
---

1,718 
3,420 

---
1,397 
---
256 

1,076 
---

4,711 
---

3,169 
---

3,232 
119 

1,036 
---
305 
---
858 

1,716 
---
127 
---

... 
408 

5,044 
1,134 

181 
830 
680 
653 

1,922 
920 
122 
380 
---
... 
341 

4,331 
120 
860 
177 
69 

4,487 
193 
---
490 

2,931 
898 
272 
---

1,628 
129 
811 
946 
... 
72 

7,090 
116 
293 
98 

617 
568 
---
97 

... 
---

3,006 
---
---
---

1,650 
---
---
---
---
---

... 
1,439 
---
---
823 
---
---
---
---

---
1,799 
2,350 

---
3,535 

---
---
---
---
... 
---
---
282 
---

4,426 
---
---

---

0 
1,649 
3,499 
6,382 

272 
773 

1,859 
989 

1,848 
791 
140 
361 

3,389 
0 

2,418 
8,379 

90 
1,336 
249 

2,546 
5,809 

181 
1,374 
504 

5,162 
5,867 

514 
1,618 
1,059 
3,477 

257 
3,836 

78 
809 

1,707 
2,739 

183 
1,404 
2,744 

569 
137 
89 

---
1,228 

---
5,457 

---
---
---
---
482 
---
---
---

3,389 
... 
625 

5,869 
---
---
---

2,480 
2,816 

---
1,374 

---
660 

2,785 
---

1,616 
---

3,403 
---

3,045 
78 

719 
---

2,543 
---
694 

2,115 
---
137 
---

---. 

421 
3,499 

925 
272 
773 
493 
99 

1,366 
791 
140 
361 
.. 
... 
352 

2,510 
90 

537 
249 

66 
2,993 

181 
... 
504 

2,681 
1,168 
514 
... 

1,059 
74 

257 
791 
.. 
90 

1,707 
196 
183 
184 
629 
569 
... 

9 

. 
--­
--­
-­
--­
--­

1,36 
--­
--­
--­
--­
--­
... 
... 

1,441 
--­
--­
799 
--­
--­

... 
--­

1,801 
1,934 

--­
... 
--­
--­
--­
--­
... 
--­
--­
--­
--­
526 
--­
--­
... 
--­
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FY 1988 
P.L. 480 CONGRESSIONAL PRESENTATION
 

TITLE II
 
(000)
 

FY 66 Actual Program Levels FY 87 Estimated Program Levels FY 88 Proposed Program Levels 

total Volags NFP GTG Total Volags WFP GTG Total Volags WP 6TO 
Region/Country 

Subtotal - Regions 478,069 306,205 127,269 44,597 316,177 196,342 88,599 31,236 280,037 197,457 70,000 12,580
 

Regular 309,839 217,349 80,712 11,776 269,594 185,870 75,000 8,724 280,037 197,457 70,000 12,580
 
Emergency 168,230 86,654 46,557 32,819 46,583 10,472 13,599 22,512 0 
 ... ... ...
 

Near East 15,336 13,803 1,533 0 11,636 10,231 1,184 221 8,665 7,487 
 1,178 0
 

Regular 15,336 13,803 1,533 --- 11,415 10,231 1,184 --- 8,665 7,487 1,178 ---

Emergency 0 --- --- --- 221 --- --- 221 0 ... ... ... 

Latin America 63,197 38,671 11,302 13,224 53,462 34,595 10,126 6,739 52,495 35,912 11,870 4,713 

Regular 51,874 38,062 6,908 6,904 44,517 34,207 9,647 663 52,495 35,912 11,870 4,713
 
Emergency 11,323 609 4,394 
6,320 8,945 388 481 8,076 0 ... ... ..
 

Africa 187,383 128,829 36,332 22,222 102,737 43,719 39,708 19,310 77,107 41,537 27,703 7,867
 

Regular 76,774 42,906 28,994 4,B74 
 79,956 37,309 34,586 8,061 77,107 41,537 27,703 7,867
 
Emergency 110,609 85,923 7,338 17,348 22,781 6,410 5,122 11,249 0 ... ... ...
 

Asia 209,831 122,578 76,102 9,151 146,060 105,515 37,579 2,966 141,770 112,521 29,249 0
 

Regular 165,855 122,57t 43,277 --- 133,706 104,123 29,583 --- 141,770 112,521 29,249 ---

Emergency 43,976 --- 34,825 9,151 12,354 1,392 7,996 2,966 0 ... ... ...
 

Europe 2,322 2,322 0 0 2,282 2,2a2 0 
 0 0 0 0 0
 
-------------------------~-------

Regular 0 
 0 --- ---.. .0 ---
Emergency 2,322 2,322 -- --- 2,282 2,282 --- . 0 ... ... ...
 

Reserve 124,566 77,906
 

Stock Adjustment (37,316)(37,316) (47,100)(47,100) (19,746)(19,746)
 

Transport Costs 317,113 139,967 196,268
 

Farmer to Farmer 789 534 
 535
 

PROGRAM TOTAL 758,655 534,144 
 535,000
 

N.B. All country/regional levels reflect commodity costs only.
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FY 1988
 
P.L. 460 CONGRESSIONAL PRESENTATION
 

TITLE I
 
Metric Tons
 

FY 86 Actual Program Levels 
 FY 87 Estimated Program Levels 
 FY 8 Proposed Program Levels
 

Total Volags WFP GTG 
 Total Volags WFP 8T8
Region/Country Total Volags WP GTS
 

NEAR EAST - TOTAL 61,446 55,140 
 6.306 0 49,312 40,627 
 6,685 2,000 38,374 31,527 4,849 
 0
 
Egypt 
 21,108 21,108 
 .. ... 15,694 13,694 --- 2,000
Gaza 8,130 1,130
2,627 2,627 ... .
--- 2,627 2,627Lebanon 2,627 2,627 .
4,515 --- 4,515 ---
 0 -.---Morocco --- 0 ---28,234 26,443 1,791 --- ... .
26,029 19,344 6,685
West Bank 4,962 --- 22,658 15,841s 6,649
4,962 --- ­4,962 4,962 
 4,961 ,941 
 -- .
 

LATIN AMERICA 
- TOTAL 316,000 168,790 62,774 84,436 
 275,289 163,319 49,363 62,607 
 271,475 180,494 61,757 29,224

Bolivia 
 51,583 43,910 5,753 
 1,920 47,536 40,647 4,968
Costa Rica 1,003 1,921 52,561 40,647 9,994 1,920
--- 1,003 ---
 919 ---
Dominican Rep. 919 ---
8,145 7,309 836 777 --- 777 ­--- 9,261 8,461 800
Ecuador 5,919 1,719 --- 8,639 7,284 1,355 -­3,500 700 4,675 1,575 1,300
El Salvador 56,339 1,800 2,678 1,378 1,300 --­7,193 28,833 20,313 25,773 
 7,194 13,956 4,623
Guatemala 27,777 24,557 49,523 7,860 14,359 27,304
3,220 --- 24,796 20,396 4,400
Guyana --- 38,518 29,622 8,896 ­1,003 ... 
 ... 1,003

Hit i 0 ... ... ... 084,953 31,630 4,123 49,000 --- ..-­90,947 31,684
Honduras 20,313 12,747 7,566 ---

5,000 54,263 41,801 36,301 3,500 --­23,998 14,731 9,267
Jamaica --- 21,794 12,070
15,651 9,724 --­3,500 651 11,500 2,950 1,350 1,600 ---
Mexico 1,682 --- 1,682
1,477 --- 1,477 ---
 0 ... ... ...-
Panama 0 --- ..-.
445 --- 445 --- 315 --- 315 ---Paraguay 1, 180 150 --- 150 --­--- 1,180 ---
 975 ---
Peru 40,149 36,025 4,124 
975 --- 1,066 --- 1,066 --­--- 43,109 37,281 5,828 ---
 52,261 43,332 8,929
St. Kitts -­38 --- 3e --- 10 
 10 ------ 10 10St. Lucia -­25 --- 25 --- 25 --- 25 --- 15 --- 15 ---ASIA - TOTAL 1,056,357 493,557 524,000 
38,800 705,544 455,146 227,398 
23,000 675,341 499,954 176,387
 

Afghanistan 37,900 
 --- 37,900 23,000 
 --- 23,000
Bangladesh 240,600 120,000 120,600 
......... ...
 

--- 173,375 120,000 53,375 ---
Bhutan 2,256 --- 173,524 120,000 53,524 --­2,256 ---
 2,599 ---
 2,599
India --- 2,276
347,460 302,04a 45,412 --- 2.276 --­--- 292,978 257,322 35,656 ---
Indonesia 328,488 291,537 36,951
21,672 20,382 1,290 --- --­25,369 23,970 1,399
Kampuchea --- 24,818 21,100 3,718 --­2, 400 --- 2,400 --- 0 
 ---... ...
Nepal 0 --- ..
7,982 --- ..
7,982 ---
 7,200
Pakistan --- 7,200 9,761
317,886 --- 9,761
--- 317,686 ---
 111,943 --- 111,943
Philippines 49,805 --- 49,805
38,926 38,296 
 630 --- 46,635 46,409 226
Solomon Islnads --- 64,860 61,508 3,352 --­900 ---
 900 0 
 ... 
 ... ...
Sri Lanka 0 ...... ..
38,375 12,831 25,544 --- 22,445 7,445 15,000 
 --- 21,809 4,809 17,000 ---

EUROPE - TOTAL 
 4,943 4,943 0 
 0 4,943 4,943 
 0 0 
 0 0 
 0 0 
Poland 
 4,943 4,943 
 4,943 4,943 
 - 0
0- .....
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FY 1988 
P.L. 480 CONGRESSIONAL PRESENTATION 

TITLE II 
Metric Tons 

FY 86 Actual Program Levels FY 87 Estimated Program Levels FY 81 Proposed Program Levels 
---------------------------------------------------------- ------------------------------------ --------- ---------- -------------Total Volags WFP OTO Total Volags WFP 9TG Total Volags WFP GT8 

Region/Country 

AFRICA - TOTAL 846.156 571,615 150,103 124,438 485,655 180,16 181,466 124,003 397,154 191,550 146,604 54,900 

Angola 13,240 1,000 --- 12,240 0 - --- --- 0 --- -- --
Zenin 5,175 2,940 2,235 --- 6,348 3,768 2.580 --- 6,768 3,886 2,980 --Botswana 20,821 --- 16,461 4,360 36,602 --- 26,162 10,440 11,510 --- 11,510 --Burkina Faso 29,695 24,828 4,867 --- 28,159 24,428 3,731 --- 29,029 25,48 4,141 --Burundi 5,925 5,565 360 --- 810 --- 810 --- 1,358 1,358 ---
Cameroon 2,270 --- 2,270 --- 3,900 --- 3,900 --- 3,500 -- 3,500 --Cape Verde 22,768 --- 1,235 21,533 19,199 --- 4,199 15,000 19,200 --- 3,200 15,000C.A.R. 1,380 --- 1,380 --- 2,600 --- 2,600 --- 4,700 --- 4,700 --Chad 17,683 9,676 9,007 --- 18,414 11,407 7,007 --- 9,242 2,735 4,507 --Comoro Is. 1,976 --- 1,976 --- 4,155 --- 4,155 --- 4,254 --- 4,254
Congo 380 --- 380 --- 510 --- 510 --- 540 --- 540Eq. Guinea 1,915 --- 1,915 --- 1,700 --- 1,700 --- 1,450 1,4 ---Ethiopia 327,313 327,313 --- . 15,499 15,699 ... ... 18.600 18,600
Ethiopian Re(uges 45,000 45,000 --- 5,900 5,900 --- 0 ---Gambia 9,794 2,546 . 768" 6,470 12,296 2,546 1,750 8,000 12,496 2,546 1,950 8.000Ghana 47,296 22,141 25,155 --- 42,165 23,196 19,969 --- 34,295 20,704 13,591
Guinea 380 --- 390 --- 900 --- 900 --­ 99 99 --Guinea Bissau 1,677 --- 1,677 --- 8,253 --- 3,252 5,001 7,452 --- 2,452 5.000Ivory Coast 420 --- 420 --- 770 --- 770 --- 1,170 --- 1,170 -Kenya 9,695 9,654 41 6,373 6,273 100 --- 9,480 9,380 100 --
Lesotho 30,552 14.952 15,600 --- 31.527 14,327 17,200 --- 27,878 12,852 15,026
Liberia 0 --- --- --- 780 760 600--- 800 --- 800
Madagascar 5,496 5,496 --- 6,330 6,330 --- 6,331 6,331 ---Malawi 1,250 --- 1,250 --- 1,700 --- 1,700 --- 1,950 --- 1,950Mali 42,844 4,060 8,425 30,339 22,399 1,540 10,659 10,000 30,864 4,154 14,710 10,000Mauritania 8,340 7,971 369 --- 28,058 4,158 3,900 20,000 41,760 17,043 4,717 20,000Mauritius 800 --- 600 --- 1,300 --- 1,300 --- 2,600 -- 2,400 -Mozambique 66,421 26,421 --- 40,000 43,372 15,00 --- 28,372 9,900 9,900 ---
Niger 16,575 12,802 3,773 --- 6,031 --- 6,031 --- 6,673 -- 6,473 --Rwanda 14,302 13,602 500 --- 14,653 14,023 630 --- 15,956 15,424 330 -Sao Tome 2,022 --- 2,022 --- 2,400 --- 2,400 --- 1,406 --- 1,406 --Senegal 22,964 16,228 6.756 --- 22,839 16,269 6,570 --- 22,622 16,072 6,550
Seychelles 703 703 --- --- 572 572 --- 383 383 --Sierra Leone 4,100 3,900 200 --- 3,845 3,445 400 --- 3,440 2,940 500Somalia 33,110 --- 33,110 --- 38,942 --- 38,942 --- 10,215 --- 10,215Sudan 12,556 3,060 --- 9,496 3,969 1,169 610 2,190 11,176 9,928 1,248Swaziland 940 -­ 7 940 --- 600 --- 600 --- 400 --- 400Tanzania 6,224 4,534 1,690 --- 27,715 2,416 299 25,000 4,501 2,946 755 900
Togo 8,728 6,588 2,140 --- 10,170 6,570 3,600 --- 10,504 6,454 4,050 -Uganda 1,713 --- 1,713 --- 2,150 --- 2,150 --- 3,250 --- 3,250 --Zaire 1,415 1,415 --- 1,150 1,150 --- 1,400 1,400 ---.Zambia 288 --- 288 --- 400 --- 400 --- 400 --- 400 
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FY 1988 
P.L. 480 CONORESSIONAL PRESENTATION 

TITLE II 
letric Tons 

FY 86 Actual Program Levels FY 87 Estimated Program Levels 
 FY 89 Proposed Program Levels 
Total Volags WFP GTO
Region/Country Total Volags 
 WFP GTI Total Volags WP BTS
TT o a V o a 
 4 P 8T
 

Subtotal - Regions 2,284,902 1,294,045 743,183 247,674 
 1,520,743 
844,221 464,912 211,610 1,382,346 902,525 391,797 88,024
 

Regular 1,461,841 ------ ------ ------- ------ ------ ------
879,139 423,828 159,874 1,235,679 801,944 372,013 ------- ------ ------ -----­Eme-gency 823,061 415,906 319,355 67,90 
61,722 1,382,346902,525 391,797 8,024
285,064 42,277 92,89 149,888 0 ... 
 ... ...
 

Near East 61,446 55,140 6,306 
 0 49,312 40,627 
 6,685 2,000 38,376 31,527 6,849 0
 
Regular 61,446 55,140 6,306 
 0 47,312 40,627 
 6,6r5 --- 38,376 31,527 6,849 0
 
Emergency 
 0 --- --- --- 2,000 --- --- 2000 0 ... ... ...
 
Latin America 316,000 166,790 
 62,774 94,436 275,289 163,319 49,363 62,607 
 271,475 180,494 61,757 29,224


--~ 

Regular 236,439 165,193 ------ ------ ------- ------ ------ ------ -------
35,820 35,436 211,572 161,387 46,464 3,721 ------ ------ ------Emergency 79,561 3,607 26,954 49,000 63,717 

271,475 180,494 61,757 29,224

1,932 2,899 58,886 0 ... ... ...
 

Africa 846,156 571,615 150,103 124,438 
 485,655 180,186 
181,466 124,003 397,154 191,550 146,904 58,800
 

Regular 406,800
Emergency 439,356 164,259 118,103 124,438 363,253 151,786 153,466 58,001
407,356 32,000 --- 122,402 28,400 28,000 66,002 397,154 191,550 146,904 58,800
0 ... ... ...
 
Asia 1,056,357 493,557 524,000 
38,800 705,544 
 455,146 227,398 23,000 675,341 499,954 176,387 0
 

Regular 757,15 
 493,557 263,599 ---Emergency 299,201 --- 260,401 38,800 613,542 448,144 165,398 --- 675,341 498,954 176,38792,002 7,002 62,000 23,000 
 0 ... ... ...
 
Europe 
 4,943 4,943 0 0 
 4,943 4,943 0 0 0 
 C 0 0
 
Regular---------------------------------------------
0 0 ------- ------
0 -------
0 ------ ------ ~-------
0 ---... ----- ------ ------- ---. ------... -----­0 ------
 ...
Emergency 4,943 
 4,943 --
 --- 4,943 4,943 ... 0 -


Reserve 

658,930 
 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 
 1,732,656
 

(MTGE) (2,344,346) 
 (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 credit at
 
low 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 be 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 to foreign -- vessels. The remaining costs of ocean
 
freight are paid by the importing country except in extraordinary
 
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 . 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 balance of payments
 
assistance. A major concern in Title I reviews is that these
 
concessional sales do not disrupt commercial markets and world
 
prices. The Tit]p I agreement must establish UMRs (Usual
 
Marketing Requirements) based on the average level of commercial
 
imports 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.O. Handbook 9
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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 obligation
 
when local currency proceeds and/or commodities are used for
 
agreed upon developement uses. Title III is geared to those
 
low-income (under $790 per capita income in 1987), food-deficit
 
countries which have the potential to significantly raise
 
agricultural production, pursue agricultural based strategies, and
 
are committed to efforts to stimulate rural growth. Consistent
 
with this commitment, Title Ill's multi-year commooity 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 adapt
 
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 grant

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
 
constraints 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
 
assistance programs to promote food self-reliance and food
 
security as well as economic growth.
 

Section 206 programs differ from Title I programs in that they are
 
grant as opposed to credit programs; are 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.
 

nI 
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Section 206 programs differ from multi-year Title III programs in 
that they are grant as opposed to ciredit 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

STATE 170920 dated 6/29/81 
Revised Section 206 Program Guidance, 4/87
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SUBJECT: GUIDANCE FOR IMPLEMENTATION OF SECTION 206 
GOVERNMENT-TO-GOVERNMENT DEVELOPMENT PROGRAMS 

REF: STATE 396227
 

1. SUMMARY: IN 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 206 PROGRAMS. 
THE PRINCIPAL FEATURE OF THESE PROGRAMS IS THEIR 
DEVELOPMENT ORIENTATION. SECTION 206 PROGRAMS: ARE 
GOVERNMENT-TO-GOVERNMENT; PROVIDE FOOD AID ON A GRANT 
BASIS; PERMIT MULTI-YEAR COMMITMENTS SUBJECT TO ANNUAL 
REVIEW OF PROGRAM PERFORMANCE AND COMMODITY AND FUNDING 
AVAILABILITY; INCORPORATE POLICY 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 OF 
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TITLE II SECTION 206 PROGRAMS IS TO ASSIST COUNTRIES IN 
ALLEVIATING THE UNDERLYING CAUSES OF THEIR FOOD PROBLEMS 
AND THEIR NEED FOR "EMERGENCY" FOOD ASSISTANCE. TITLE 
II, SECTION 206 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
 
S TATES:
 

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 {1} THE COUNTRY RECEIVING THE ASSISTANCE IS
 
UNDERTAKING SELF-HELP MEASURES Il ACCORDANCE WITH
 
SECTION 109 OF 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 f3} SUCH AGREEMENT PROVIDES THAT
 
THE CURRENCIES WILL BE USED FOR {A} ALLEVIATING THE
 
CAUSES OF THE NEED FOR THE ASSISTANCE IN ACCORDA.JCE WITH
 
THE PURPOSES AND POLICIES SPECIFIED IN SECTION 103 OF
 
THE FOREIGN ASSISTANCE ACT OF 1961, {B} PROGRAMS AND
 
PROJECTS TO INCREASE THE EFFECTIVENESS OF FOOD
 
DISTRIBUTION AND INCREASE THE AVAILABILITY OF FOOD
 
COMMODITIES PROVIDED UNDER 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 657 OF THE FOREIGN ASSISTANCE ACT OF 1961
 
UNQUOTE
 

THUS, AS DEVELOPMENT-ORIENTED FOOD AID, SECTION 206
 
PROGRAMS HAVE THE FACILITY TO STRENGTHEN FOOD
 
SELF-RELIANCE AND FOOD SECURITY; PERMIT MORE STABLE
 
ECONOMIC GROWTH AND TRADE DEVELOPMENT; FACILITATE FOOD
 
AID PLANNING AND BUDGETING; ALLEVIATE PERSISTENT HUMAN
 
HUNGER AND SUFFERING; AND REDUCE THE POTENTIAL FOR
 
POLITICAL INSTABILITY AND UNREST IN THE RECIPIENT
 
COUNTR Y.
 

3. PROGRAM LEVELS: PL 480 COMMODITIES UNDER SECTION 206 
ARE AVAILABLE THROUGH THE ANNUAL UNALLOCATED TITLE II 
RESERVE. THIS RESERVE IS AUTHORIZED FOR EMERGENCY, 
REFUGEE AND SECTION 206 PROGRAM NEE)S. '
 PRIORI y IS
 
GIVEN TO USING THE RESERVES FOR EMERGENCIES ANd REFUGEE 
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RELIEF, BUT THE USG CAN EXPAND SECTION 206 PROGRAMMING 
IN YEARS, SUCH AS FY 1987, WHEN PROJECTED EMERGENCY AND 
RELIEF REQUIREMENTS SUGGEST MORE FUNDING WILL BE 
AVAILABLE FOR SECTION 206 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 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. LOUER 
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 
IMPORTATION 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 FOOD SUPPLY 
TO ITS POPULATION ON A CONTINUING BASIS. END NOTE. 

SECTION 206 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 SYSTEM; FOOD AND AGRICULTURAL POLICIES; THE 
FOOD DISTRIBUTION SYSTEM; THE FOOD SECURITY PROGRAM; AND 
FOOD EMERGENCY PREPAREDNESS PLANNING. THE EXPECTATION 
WOULD BE THAT I11PROVEMENTS IN SUCH AREAS WOULD BE 
FORTHCOMING WITH THE SUPPORT PROVIDED THROUGH SELF-HELP 
MEASURES, POLICY DIALOGUE- AND THE PROGRAMMING OF SALES 
PROCEEDS.
 

SECTION 206 PROGRAMS DIFFER FROM TITLE I PROGRAMS IN 
THAT THEY ARE GRANT AS OPPOSED TO CREDIT PROGRAMS; ARE 
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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. 

SECTION 206 PROGRAMS DIFFER FROM MULTI-YEAR TITLE III 
PROGRAMS IN THAT THEY ARE GRANT AS OPPOSED TO CREDIT 
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.
 

5. FEATURES: THE PRINCIPAL FEATURE OF A SECTION 206
 
PROGRAM IS ITS DEVELOPMENT ORIENTATION. SECTION 206
 
PROGRAMS INCLUDE SELF-HELP MEASURES THAT CONTRIBUTE TO
 
MISSION EFFORTS TO INFLUENCE POLICY REFORM AND 
IMPLEMENTATION. SECTT, N 109 SHMS UNDER A TITLE I 
AGREEMENT WOULD SATISFY THE STATUTORY REQUIREMENT BUT 
MISSION MAY WISH TO HAVE SEPARATE SHMS FOR THE SECTION 
206 PROGRAM. THEY GENERATE LOCAL CURRENCIES FROM SALES 
PROCEEDS THAT ARE JOINTLY PROGRAMMED FOR SPECIFIC 
DEVELOPMENT ACTIVITIES. SIGNIFICANT EMPHASIS IS PLACED 
ON THE INTEGRATION OF SECTION 206 RESOURCES WITH OTHER 
U.S. BILATERAL ASSISTANCE {DA, ESF, INCLUDING 
AGRICULTURAL PRODUCTION-AND MARKETING-ORIENTED PVO 
PROJECTS AND OTHER FOOD AID RESOURCES} AS WELL AS OTHER 
DONOR PROGRAMS DIRECTED TOWARDS THEYE ENDS. A PRIVATE 
SECTOR ORIENTATION IS ENCOURAGED. 

6. PROGRAM DESIGN: HANDBOOK 9 EMPHASIZES THE DEVELOPMENT 
ORIENTATION OF GOVERNMENT-TO-GOVERNMENT SECTION 206 
PROGRAMS. THROUGH GENERATION OF LOCAL CURRENCIES THAT
 
CAN BE PROGRAMMED FOR ACTIVITIES THAT SUPPORT POLICY 
REFORM EFFORTS, SECTION 206 PROGRAMS CAN HELP ADDRESS 
ROOT CAUSES OF THE RECIPIENT COUNTRY'S FOOD PROBLEMS AND 
SUPPORT PRECAUTIONARY MEASURES THAT HELP AVERT FOOD 
SHORTAGES. PROGRAM ELEMENTS INCLUDE COMMODITIES,
SELF-HELP MEASURES, LOCAL CURRENCY USE, AND PROVISION OF 
BENEFITS TO THE NEEDIEST POPULATION GROUPS. PROGRAMS 
MUST BE CONSISTENT WITH l-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 LAW 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; PRODUCTION INCENTIVES PROGRAMS FOR
 
SMALL FARMERS; COST EFFECTIVE FOOD DISTRIBUTION PROGRAMS
 
APPROPRIATELY TARGETED TO THE NEEDIEST; IMPROVED
 
PRODUCTION, MARKETING AND STORAGE POLICIES; AND REMOVAL
 
OF CONSTRAINTS TO MORE EFFECTIVE PARTICIPATION BY THE
 
PRIVATE SECTOR IN FOOD PRODUCTION AND DISTRIBUTION.
 

SECTION 206 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 OTHERWISE 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 DATA; ESTABLISHMENT OF GRAIN STORAGE 
AND MARKETING INFRASTRUCTURE; CROP PROTECTION AND
 
PREVENTION OF POST-HARVEST LOSSES; FOOD DISTRIBUTION 
SYSTEMS TARGETED TO ENHANCE FOOD CONSUMPTION AMONG 
LOW-INCOME GROUPS; AND ' "ICULTURAL RESEARCH FOR 
INDIGENOUS FOOD CROPS. 

LOCAL CURRENCIES GENERATED FOR EXPENDITURE ON SPECIFIED
 
DEVELOPMENT ACTIVITIES MUST BE EQUIVALENT TO NOT LESS
 
THAN THE USDA {FAS} DOLLAR VALUE OF THE COMMODITIES.
 
THE EXCHANGE RATE TO BE USED IN CALLULATING THIS LOCAL
 
CURRENCY EQUIVALENT SHALL BE THE RATE AT WHICH THE
 
CENTRAL MONETARY AUTHORITY OF THE IMPORTING COUNTRY, OR
 
ITS AUTHORIZED AGENT, SELLS FOREIGN EXCHANGE FOR LOCAL
 
CURRENCY IN CONNECTION WITH THE COMMERCIAL IMPORT OF THE
 
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 AGR-EED TO BY USAID AND THE HOST GOVERNMENT, AND 
THE HOST GOVERNMENT MUST ESTABLISH ADEQUATE ACCOUNTING 
PROCEDURES FOR MONITORING LOCAL CURRENCY USES. 

THE 206 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 LIE UNDER 
THE PROPOSED PROGRAM, PARTICULARLY AS THEY OPEK A? 
OPPORTUNITIES FOR THE PRIVATE SECTOR. IT WOULD BC 
PREFERABLE TO HAVE CRITERIA, MECHANISMS AND/)P 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 EXPERIENCE AND THE 
NATURE OF THE PROBLEMS ADDRESSED SUGGEST THAT SECTION 
206 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 OTHERWISE 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 
OTHERWISE BE MADE. THE USUAL MARKETING REQUIREMENT 
{UMR} APPLIES IN THIS REGARD. THE UMR I HANDLED ON THE 
SAME BASIS AS rITLE I. IF THE RECIPIENT COUNTRY HAS 
MADE COMMERCIAL PURCHASES OF 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.
 

{E} 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 COUNTR Y 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 206 MECHANISM INCLUDE:
 

- MEASURES SUPPORTING INLREASED FOOD PRODUCTION, 
INCLUDING APPROPRIATE FOOD AND AGRICULTURAL POLICIES; 

- A RELIABLE FOOD DATA COLLECTION AND REPORTING SYSTEM; 
- 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 FOOD 
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 206 ACTIVITIES TO 
SUPPORT ANY OF 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. 

{G} 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 206 RECIPIENTS. 

7. STREAMLINED PROGRAM DEVELOPMENT AND APPROVAL: THE 
STREAMLINED APPROVAL PROCESS FOR SECTION 206 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 4/26/86, 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 206 PROGRAM PLAN 
INCORPORATING THE PROGRAM DESIGN ELEMENTS DISCUSSED IN 
PARA. 6 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 206 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.
 

8. SUGGESTED OUTLINE FOR SECTION 206 PROGRAM PLANS: 

- SUMMARY 

- STATEMENT OF CRITICAL ISSUES 

- PROGRAM DESCRIPTION 

- {A} PROBLEM 
- {B} OBJECTIVES 
- {C} SUMMARIES 

ECONOMIC, 
OF RELEVANT ANALYSES {SECTORAL, 
TECHNICAL, SOCIAL AND ENVIRONMENTAL 

- f{D} 
ANALYSES, AS APPROPRIATE}
PROGRAM ELEMENTS 

- COMMODITY SELECTION/LEVELS 
- SELF-HELP MEASURES 
- LOCAL CURRENCY USES 

- FINANCIAL PLAN 

- VELLMON ANALYSIS 
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- UMR ANALYSIS 

- IMPLEMENTATION PLAN 

- MONITORING AND EVALUATION PLAN 

9. IMPLEMENTATION PROCEDURES: APPROVED SECTION 206 
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 OF THE SUBSEQUENT YEAR'S ALLOCATION AND TA. 

SPECIFIC STEPS THAT WILL BE TAKEN UNDER THE SECTION 206 
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 POSSIBLE. IN 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 CURRENCY GENERATIONS AS WELL. YY 
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Project Food Aid
 

Title II and Section 416 Regular
 
(PL 480 Section 201)
 

Intent: Traditionally, the intent of project food aid has been to
 
alleviate immediate hu:iger and malnutrition. In recent years,
 
efforts have been made to use food aid projects to further
 
developmental objectives.
 

Description There are three basic delivery systems for regular
 
food aid projects:
 

(1) Maternal-child health feedino 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
 
distributed to mothers and infants and rudimentary lessons in
 
healt' 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 (%FP) - 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
 
(PVOs), cooperatives and the World Food Program (WFP). Section
 
201 of Title II provides 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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FOOD AID BY F1UNCTIONAL CAThLIES 

GRAr 
EPEMEM 

OCEAN 
FREIG IT 
FROVIDED 

SALES/ 
IOErIZATION 

LOJCAL 
CRRENCY 
LSE 
PROGRAMMING 

POLICY 
REFORM 
QtdtONM 

PRIVATE 
SECTOR 
FOCUS 

TARGET 
MIUMM1IES 

TARGEITED 
TO VULMABLE 
GROUPS 

1bDIJXth3ler 

Title Up to 65 with waiver 100% Optional Optional Sec. 106/108 75% x 
for extraordinary 

cases 

Title III Loan forgiveness/ 
Title I debt 

with waiver 
for RLDCs 

100% required required x 

postponed 

Food for Progress x x 100% prohibited required x x 

Title II 
Structural Adjust.
Program x x partial same as 201 required x x* X 

Section 201/PIO x x partial required: only x x x 
for internal 
transport/ 

ancillary inputs 
Section 206-G to G x x 10% required required X -

Section 416 x optional partial required: only x x X 
for internal 
transport and 
uses to help needy 

WEP x x partial- flexible under x x X 
100% discussion 

Sugar Qiota x optional 100% required x 

* As secondary consideration 
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