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wUSAID 

L.S. AGENCY APR 2 4 M2 
INTERATIONAL 

DELOPMEN-

ACTION MIORAUIX FOR THE DIR59TOR, MIS TASK FORCE 

nOx: NIS, Barbara Turner 

sUBJECT: Authorization of the Food Systems Restructuring Project
(110-0006)
 

PROBLEM: Your approval is required to authorize the Food Systems

Restructuring Project. Total planned life-of-project funding is
 
$25.0 million of which $6.0 million is immediately available for

obligation. However, at this time you are being asked to authorize
 
only $3.75 million, which is the amount required to finance the one
 
element of the project which is immediately ready to be implemented
 
- the Armenia Agricultural Extension Collaboration Program (AAEC).
 

You will be asked to sign a Project Authorization Amendment
 
authorizing the balance of the funds required for implementation of
 
the entire project ($21.25 million) when all design and development

work associated with the project is completed.
 

The Armenia Agricultural Extension Collaboration (AAEC) Program

will be implemented by the U.S. Department of Agriculture. Of the
 
funds you are herewith being asked to authorize, $1.245 million
 
will be immediately transferred to the USDA under terms of a
 
632 (b) Inter-Agency Agreement. The funds will finance the first
 
year of operations of an anticipated three year effort. A.I.D. and
 
the USDA will discuss directly providing the funds needed to
 
finance activities to occur during years 2 and 3 (i.e., $2.505
 
million), consistent with the general guidance of OMB, key

committees on the Hill, and the NIS Coordinator. The project

assistance completion date 
 (PACD) for the Food Systems

Restructuring Project will be four years from the date of first
 
obligation of funds under the project.
 

BACIGROUND: The purpose of the Food Systems Restructuring Project

(110-0006) is to help ameliorate food shortages problems being

faced by the peoples of the New Independent States (NIS) while at
 
the same time facilitating and. accelerating the emergence of
 
market-based food production and distribution systems. A number of

efforts will be mounted under the project, one of which is the

Armenia Agricultural Extension Collaboration Program (AAEC).
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The objective of the AAEC Program is 
to support initial efforts
aimed at creating an extension service within ArmeniaIs Ministry of
Agriculture that is of
capable providing useful service in a
market-based agricultural sector. Need for this program has been
expressly and 
frequently articulated by leaders of both 
the
executive and legislative branches 
of Armenia's government who
realize that they 
have only begun the transition to a market
 
economy.
 

They understand clearly that a strong 
and dynamic private
agriculture and agribusiness sector will be 
crucial to their
overall economy and understand also that 
an effective extension
service is necessary for the accelerated development of a sound,
market-based agricultural sector. 
They are willing to commit all
resources necessary and available 
to assure the success of this
 
effort.
 

DICUIIION: 
 Funds herewith beirg authorized will finance an
anticipated three year program of technical assistance to ArmeniaIs
Ministry of Agriculture. Assistance will be provided in a range of
organizational development, policy, and technical areas. 
 In the
area of organizational development, assistance will be provided on
such matters 
as the mission, structure, and staffing of the
Extension Service. 
 Policy advice will 
be provided on matters
centering on the legal 
 framework for commercialization
agriculture and agribusiness. of

Specific technical issues to be
addressed will be: salinity problems the
in Ararat Valley,
vegetable variety selection, dairy breeding, 
and post-harvest


handling of crops.
 

Much of the assistance provided during the first year of the
effort will be geared toward the identification of steps that can
be taken immediately that could result in increased availability of
staple foods, 
and in the implementation of programs aimed at
assisting producers and handlers of those foods 
to take those
 
steps.
 

The technical assistance will be provided through a mix of
long-term and short-term advisors. 
At this point, plans are to
provide the following:
 

- a long-term Senior Extension Advisor, who will be residentin Yerevan, and who will provide advice primarily on organizational
development matters;
 

- a long-term Agricultural Policy Program Specialist, also
resident in Yerevan, who will focus on policy issues;
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- four 2-person teams of Technical Specialists with expertise
in the technical areas mentioned above which will each make several
visits to Armenia to advise on their areas of specialty. Up to
three months of service could be provided by each team each year;
 

- four small "Action Teams" made up of Extension Specialists,
American farmers, and agribusiness executives who will focus 
on
providing advice and assistance on specific actions that can be
taken to increase availability of four staple crops. 
 Up to 4-6
weeks of service could be provided by these teams each year;
 
- eight 2-person Regional Field Teams, each of which will be
assigned to one of Armenia's 38 regions for six months, and focus
on the development of Extension 
Service capabilities in those
 areas. 
Two of the teams will be deployed in the first year of the
project. 
 Three teams will be deployed in each of the following
 

years.
 

Some limited U.S. training may also be provided.
 

All technical assistance and training made available under
this program will be provided through, and managed by, the U.S.
Department of Agriculture (USDA). 
Additional detailed information
about the program is provided in attached
the USDA document
entitled "Proposal for Extension Collaboration in Armenia, March

1992" (Tab A).
 

BUDGET SUKOARY:
 
year 1 LOP
1. Senior Extension Advisor 
 $180,000 $540,000


2. Ag. Policy Prog. Spec. 
 $140,000 $420,000
3. Admin. Support (field) $ 9,000 $ 27,000
4. Action Teams 
 $ 46,000 $138,000

5. Tech. Spec. Teams 
 $325,000 $975,000
6. Reg. Field Teams 
 $230,000 $690,000

7. Other TDY & US training $125,000 $390,000

8. Backstopping/Admin. 
 $190,000 $570,000
 

Total $1,245,000 $3,750,000
 
DUZGN AND WMIEW PROcZ88: The project subactivity attached as the
USDA Program Proposal was originally developed by the International
Program Staff of the Extension Service of the U.S. Department of
Agriculture in response to an announcement for such a program by
President Bush in late 1991. 
 While no formal interagency review
meeting 
was held on this subactivity 
of the Food Systems
Restructuring Project, Informal approval for it was received from
all agencies concerned. The subactivity in all other ways meets
A.I.D. regulations and policies. 
 A full Project Memorandum
describing the overall project is presently being prepared. 
That
document will be formally reviewed and approved using established

procedures for NIS project approvals.
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The project Memorandum will clearly show the role of the USDAExtension Service subactivity in supporting the attainment of
overall project objectives.
 

CONGRESSIONAL NOTIFICATION: 
 The CN for the overall Food Systems
Restructuring Project (110-0006) expired on 21 March 1992. 
A copy

is attached at Tab B.
 

SOUCE AND ORIGIN AND NATIONALITY: Goods and services procured
under the project shall havo their source and origin in the United

States (000) for foreign exchange costs or in the cooperating
country for local currency costs. A formal determination under

Section 604(a) of the Foreign Assistance Act of 1961, as amended,
was approved March 30, 
1992 by the Deputy Secretary of State to
 remove the states of the NIS from the category of non-Free World
Countries (Tab C). Local procurement within one of the NIS will beconducted in accordance with Chapter 18 of A.I.D. Handbook lB. 
IVIROMNTMAL CONSIDERATIONS: The program is predominantly a
technical assistance effort associated with the establishment and
strengthening of Armenia's Agricultural Extension Service. 
It is
not anticipated that the program will have any significant impact

on the environment. Programs of 
this nature are generally
categorically excluded from environmental examination under 22 CFR
216 Environmental Procedures, Section 216.2 (c) (1) (1)and (c) (2)(i). All funds for this program are to be transferred to the USDAusing established transfer procedures. As such, environmental
protection procedures of the USDA will apply to this program.

IEE certification covering this program 

An
 
is attached for your


signature (Tab D).
 

IVAILABILITY OF FUNDS: A total of $6,000,000 is currently
available for obligation for 
the Food Systems Restructuring

Project. A total of $3,750,000 of those funds will be authorized
 
at this time for this program. Of this amount, $1,245,000 will be
immediately transferred to USDA via a 632 (b) Inter-agency

Agreement (IAA) for their use in implementing the first year ofactivities under the program. Funds for activities to occur duringyears 2 and 3 of the program will be transferred to the USDA assufficient funds become available for obligation.
 

INPLITMA?IO DETAILS: 
monitoring. Overall supervision and monitoring of thisproq'am will be the responsibility of the A.I.D. project officerfor the Food Systems Restructuring Project (NIS Task Force).Project implementation will be the responsibility of 
the USDA,
which will submic periodic reports to A.I.D. on the status of these


activities. Monitoring will be generally conducted from Washington
and will be based upon field reports from USDA personnel working on
the program, and upon reports from State Department and A.I.D.

personnel posted in or visiting Armenia.
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Quarterly reports will be required from the USDA. 
 Project
Implementation Reviews will be conducted by A.I.D. on a semi-annual
basis for the Food Systems Restructuring Project, and this program
will be reviewed 
as part of that effort. Periodic field
 
assessments will be undertaken as necessary.
 

Nvaluation. The USDA will conduct evaluations of the program
as prescribed by USDA policy. 
 Also, this activity will be
evaluated 
as part of the Food Systems Restructuring Project when
 
evaluations of that project are conducted.
 

Audit. The IAA executed under this project will provide
that audit and inspection requirements as set forth in the
Inspector General Act of 1978, as amended, shall apply. 
A.I.D.'s
IG shall ensure full compliance with all applicable provisions of
the act. In addition, appropriate audit rights will be provided

for in an agreement between the USG and Armenia as noted below with
 
respect to taxes.
 

lost Country Duties and Taxes. 
A Circular 175 authorization
 
was obtained from the Deputy Secretary of State on February 4, 1992
permitting negotiation of U.S.-NIS states agreements covering these
matters (Tab E). Negotiations should commence shortly. These
written arrangements will include appropriate language concerning
aid recipients' responsibilities and contributions, 
duties and
taxes, as well as audit rights. The written agreements will
 ensure, 
inter alia, that A.I.D. funds are not used to pay host
iountry duties or taxes, that site inspections by the IG may be
made, and that A.I.D.-financed commodities will be used only for
 
project purposes.
 

STATUTORY cHECKLIST(s): State completed a checklist for all states
of the NIS, except Georgia, on 17 January 1992 and 27 February
1992. Copies of those classified documents 
are on file in
OPS/NISTF. Assistance may be extended to Georgia in the 
near

future; however, this will be done 
only after a checklist is
completed and after "taking into account matters" are reviewed and
approved by the Administrator specifically for that state.
 

Because certain states of the former Soviet Union are indebted
to U.S. citizens, the Secretary of Stats issued a 620(c)

determination on 20 January 1992 allowing program activities to
proceed based on national security considerations. The

determination is attached at Tab F.
 

All "taking into account" matters were reviewed and approved
by the Acting Administrator on March 27, 1992 (Tab G). 
 One matter
needed consideration. It was that, pursuant to FAA Section 620(1),

OPIC has initiated negotiations but has not yet executed investment
 
guaranty agreements with any of the NIS states (including Armenia)
to whom we plan to render assistance, but that, under the
circumstances, assistance should be permitted to flow to the NIS.
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AU&ORoTar: The Secretary of State signed a Section 620(f)
determination 
(tab H) to permit assistance for the states of the
former Soviet Union on 
10 September 1991. You have authority to
authorize this projecu 
 pursuant to Interim 
 Reorganization
delegation of Authority No. 10, dated March 30, 1992 
(Tab I).
 

NCOSOIIIDLTZON: That you : 
a.) sign this memorandua in the spaceindicated below thereby authorizing the Food Systems RestructuringProject (No. 110-0006) and, b.) 
 sign the attached Initial
Environmental 
Examination Certification thereby indicating your

approval of that document.
 

Approved: 44* 

Disapproved:
 

Date: MAY 5 j9 

Attachments:
 
Tab A - USDA Program Proposal

Tab B - Congressional Notification
 
Tab C - Section 604(a) Determination dated 3/30/92

Tab D - Initial Environmental Examination Certification

Tab E - Circular 175 Authorization dated 2/4/92

Tab F - 620(c) Determination dated 1/20/92

Tab G - Action Memo to the Administrator dated 3/27/92
Tab H - 620(f) Determination dated 9/10/91

Tab I - Delegation of Authority No. 10 dated 3/30/92
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Clearances (Project no. 110-0006)
 

GC/: TGeiger 

OPS/NIS/FM: INestercz 

OPS/NIS: HJohnson 
 MIA 
OPS/MIS: Maorin 4 U.
L-Z
OPS/NIS 


Op FN &UrnDate: 

STATE:
 

D/CISA: KVolker 

drafted: NISTF, CEFields 4/28/92 

Date 
Date: 
Date: 
Date: 
Date: 

Date: 

v 
'0Iq 

Date: 



TAB A 

U.S. AGRICULTURAL ASSISTANCE 
TO THE
 

COMMONWEALTH OF INDEPENDENT STATES
 

U.S. Department of Agricutture inCooperation with the
U.S. Department of State and the Agency for Intemational Development 

PROJECT PROPOSAL 

FOR 

EXTENSION COLLABORATION
 

IN
 

ARMENIA
 

MARCH 1992
 

Prepared by the International Programs Staff of the
 
Extension Service, United States Department of Agriculture
 



EXTENSION COLLABORATION IN ARMENIA
 

Summary
 
Armenia is in the midst of a major transition to a democratic political system and a
 
market economy.
cut Ooff normaArmealtrad.,ngha s traditionaflyprtners bybeenarmea food deficit countrytfrm b CIS Is currentlyconflicts In Georgia and with
Azerbaijan. Armenia has also lost access to the hard currency formerly availablethrough the centralized banking system inMosow. As aconsequence of these
factors, food aid has been needed and Is currently being supplied by the United
 
states.
 
Armenia is the first of the CIS republics to successfully Implement a land privatizationprogram. Most agricultural prices have also been Ireed." Itneeds and wishes tofollow up these reforms with a commercialization of the agribusiness sector-a muchmore difficult and complicated process. Armenia's Ministry of Agriculture (MOA) isalso being restructured to function in a market economy. As a part of this process therole, functions, organization and staffing of the Ministry's field structure, whichinterfaces with farmers at the local level, is being critically reviewed. 

In October of 1991 Secretary of Agriculture, Edward Madigan, headed an assessmentteam, including Under Secre.ary Richard Crowder, to determine how USDA couldcooperate most effectively with CIS republics during the transition period. Theysubsequently asked the Extension Service (ES), USDA, to pursue the possibility ofcollaborating with the MOA. In January 1992 an Extension Team went to Armenia andrecommends that ES cooperate with the MOA and others to: 

o assist in developing legislation, policies and regulations for commercializing the 
agribusiness sector; 

o facilitate American and Armenian agribusinesses Interested in opportunities forjoint ventures, investments, and trade; 

o provide advice concerning the MOA's structure and field staff; 

o plan and develop an Extension Service; 

o address specific high priority technical issues; 

o assist regional MOA structures to develop Extension capabilities, addressproduction constraints, and enable farmers to operate successfully In i free 
market economy; and 

o determine specific actions that can be taken immediately to Increase production
and retail availability of staple foods for consumer consumption In 1992. 



I. PROPOSAL DESCRIPTION
 

ES, in collaboration with the Armenian MOA, proposes the following project activities:
 

National Level
 

ES will provide a Senior Extension Advisor and a Public (Agricultural) Policy Program
Specialist to work with the Ministry of Agriculture or his designee in Yerevan as soon 
as project approvals and administrative procedures permiL These persons will be 
available to the Ministry for one year initially with the possibility of extensions for up to 
3 years. 

The Senior Extension Advisor will work collaborat vely with Ministry of Agriculture

officials, other appropriate Arrn3nian Ministries, research institutes, legislative

committees and private sector organizations to:
 

o Provide advice and counsel on development, mission, organizational structure,
staffing, policy issues, management and program priorities for Armenia's 
Extension Service. 

o 	 In cooperation with the Minister or his designee, manage and coordinate U.S. 
in-country efforts to assist in developing Armenia's Extension Service. 

o 	As requested, provide advice and counsel to Ministry officials, legislative
committees and others on a variety of agricultural issues and policies relateo to,
Armenia's transition to a market economy, including the organization and 
functions of the Ministry. 

o 	 Support and facilitate in-country development activities of other USDA agencies
and other U.S. Government agencies. 

o 	 Coordinate U.S. In-country agricultural development efforts with other donor 
countries and development agencies such as The World Bank, EC, OECD, and 
FAO, and with private sector organizations such as the Armenian Assembly of 
America and the Armenian General Benevolent Union. 

The Public (Agricultural) Policy Program Specialist: 

o Provide advice and counsel to the Ministry of Agriculture, legislative committees, 
and others on the legal framework for commercialization and agribusiness 
development in a market economy. 
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o Assist in the development of Extension training materials and programs inthearea of commercialization, agribusiness development, farm management and
marketing. 

o Act as a laison between American and Armenian business people Interested inopportunities for joint ventures, Investments, trade and other cooperative
activities. 

Specific Technicat 8sues 

ES will provide for four highly specialized research and Extension teams during 1992 
and 193 to address specific high priority technical Issues, namely: 

o Salinity problems in the Aarat Valley 

o Vegetable variety selection, production and management (especially tomatoes,
cucumbers and peppers including greenhouse production) 

o Dairy breeding, production and management 

o Post harvest losses and needs for low-cost storage, distribution and wholesale 
marketing 

One research scientist and one Extension spec, alist will be needed for each team.
 
These teams will, in collaboration with Armenian Ministry of Agriculture cooperators:
 

o Assess the situation and define specific problems. 

o Plan site-specific trials and demonstrations, ifnecessary. 

o Develop training materials and Extension programs to promote adoption of newtechnologies, recommendations, and approaches. 

Teams will make Initial visits of 2 to 4 weeks to assess the situation, define specificproblems, and develop a plan of work with their Armenian counterparts. Teams willspend uo to three months active effort during 1992 and 1993 to carry out these plans
of work. 

Regional Teams 
Beginning in January of 1993, ES will provide two-person Extension field teams In twoof Armenia's 38 Regions for 6 months. These teams will work collaboratively withRegional officials of the MOA to provide training, technical expertise and assistance to: 
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o Develop local Extension mission, organization, staffing, training, programs, and 
operations. 

o Involve local leaders and Extension clientele In program development and
implementation. 

o Provide subject matter training to local Extension staff, selected farmers and/oragribusiness managers in farm management, marketing, agricultural economicsand the development and management of local, small scale agribusiness input,
processing, distribution and marketing firms. 

o Conduct training programs to develop subject matter competence anddemonstrate teaching and adoption methods relating to production constraints
in the local area. 

Three additional sets of Extension Field Teams will be provides for 6 months each in 
1993 and 1994. 

1992 Action Teams 
ES will provide 1992 Action Teams in four areas made up of Extension Specialists,American farmers, and agribusiness executives to determine specific actions that couldbe taken immediately to increase production and retail availability of these staples for consumer consumption in 1992. 

These Teams will spend I to 2 weeks in Armenia to pinpoint production and otherconstraints to increased availability of these specific commodities. Each Team will beexpected to develop an Action Plan which could be Implemented in 1992. 
The interventions described in sections A to C above can be expected to have asignificant impact on food availability in Armenia during the 1993 growing season. 

The specific technological Interventions described in this section could result indramatic, though moderate, Increases in food availability in 1992. ES will focus theseefforts on a limited number of staples that are widely grown and consumed inArmenia, including potatoes, vegetables, (tomatoes, peppers and cucumbers), milk,
and eggs. 

Others 
As needed, ES wiil provide other personnel for short-term technical assistance or willprovide short-term practical training experiences for Armenian counterparts in the 
United States. 
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11, RATIONALI
 

Armenian leaders In both the government and the legislature realize that they have
only begun the transition to a market economy. They are serious about successfully
completing this transition and are willing to dedicate resources at their disposal to thiseffort. They realize that they are embarking on what for them are uncharted seas, and
actively seek our technical assistance and advise, especially in addressing the 
agricultural aspects of the following needs: 

o Major national reforms that need to be addressed Include further pric reforms,
development of a monetary and fiscal policy, a credit alnd banking system andfurther development of the legal framework to allow privatization and 
commercialization of state ndustries. Control of inflation and a stable and
convertible currency will develop rust in the system domestically and abroad.
Without these reforms, progress towards a stable, market-oriented economy will 
be difficult. 

o 	Agricultural reform strategies are needed to Initiate the evolution of a working
agricultural system. This will require changes in agricultural policy that will
impact how the agricultural infrastructure functions. Reforms will need to 
address the issues of economic literacy, utilization of resources and technology,
and a system for financing agriculture and the transition to and mix of 
public/private resource ownership. 

o 	 Working linkages and communication must be established within and between 
sectors of the Armenian agricultural production, processing and marketing
infrastructure. This includes linking privatization with commercialization in the 
development process. An associated data collection and analysis system must
be developed for policy-making and Individual decision-making. Western
linkages with private sector agribusiness needs to be established in this
transition process toward a sustainable food production system. 

o Agricultural research must examine Its organizational structure and modify itto 
allow for integration between institutes and with Extension. A priority setting
process is needed. Fnancing policy and strategies and an accountability
process is needed. Private/public sector responsibilities need to be defined. 

o An Extension system is needed in Armenia to provide a sound knowledge and
information base for farmer decision-making. Farmers need to improve their
skills to be competitive in a free market economy. Agribusiness needs 
Extension assistance in financial planning and business management skills.
U.S. farmers and agribusiness linkages with Extension specialists would 
accelerate positive outcomes. 
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Il1. IMPLEMENTATION 

ES Washington-based staff will provide overall policy coordination, planning, programbackstopping and recruitment for the project. The ES' Senior Extension Advisor in
Yerevan will work closely with Armenia's Frst Deputy Minister of Agriculture to manage
and coordinate in-country implementation. Close coordination will be maintained with
Armenia's Ministry of Food Products, Ministry of Trade, Agricultural Research
Institutes, the Agricultural Committee of Armenia's legislature, the Armenian General
Benevolent Union, the Armenian Assembly of America, any privte agricultural
association that rruy emerge, other USDA agencies and other A.I.D. sponsored
organizations with projects or programs inArmenia, and other iternational donors
and agricultural development agencies operating in Armenia. Lited adlminstate 
support will be needed In-country from the U.S. Embassy. 

IV. PROJECT PARTICIPANT IDENTIFICATION 

Procedures for selecting in-country participants will be developed jointly by the First 
Deputy Minister of Armenia's MOA and ES's Senior Extension Advisor. 

V. RESOURCES REOUIRED 

Funds required for the project as currently planned are $1.25 million a year for three 
years for a life-of-project total of $3.75 million. A detailed budget for the first year is 
attached.
 

V11 FOLLOW-UP 

Specific follow-up plans have not been developed beyond the project's third year. Anyneeded follow-up plans would be developed collaboratively by the First Deputy
Minister of Armenia's MOA and ES's Senior Extension Advisor. 

VII. KEY CONTACTS 

Armenia 

Gagic Harutunian 
Prime Minister, Republic of Armenia 

Policy Guidance 

Gagik Shahbazian 
State Minister of Agriculture 

Program Coordination 

Vladimir Abrahamian 
First Deputy Minister, MOA 

Program Administration 
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U.S.
 
Richard R. Rankin Policy Guidance 
Deputy Administrator, Management
Extension Service, USDA 

Earl Teeter Progr ManagementProgram Leader, Intemational Programs 
Extension Service, USDA 

Senior Extension Advisor In.country Program(To Be Named) Adrmniston 
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EXTENSION COLLABORATION IN ARMENIA 

FIRST YEAR BUDGET 

1. 	 Senior Extension Advisor 
Salary, Benefits and Post Differential 

International Travel 

Transfer Costs 

In-Country Benefits 

Office Costs and Loca Travel 


2. 	 Public Policy Program SoecAllst 

Salary, Benefits and Post Differential 

International Travel 

Transfer Costs 

In-country Benefits 

Office Costs and Local Travel 

3. 	 Offiee Mnaoer 
Salary and Benefits 

Office Costs and Local Travel 


4. 	 1992 Action Teams 
Salary and Benefits 

Travel and Per Diem 


5. 	 Soeclallzed Technical Teams (4) 
Salary and Benefits 
Travel and Per Diem 

In-Country Operations 


6. 	 Field TeamL2 
Salary, Benefits and Post Differential 

International Travel 

Per Diem 

Office Costs and Local Travel 


7. 	 OtherTDY's and U.S. Traning 
Salary and Benefits 
International Travel 
Per Diem 

8. 	 BackstoRningand Administration 

TOTAL 

130,000 
6,000 

20,000 
10,000 
14,000 

140,000 
96,000 
6,000 

20,000 
10,000 
8,000 

9,000 
6,000 
3,000 

46,000 
10,000 
36,000 

325,000 
140,000 
155,000 
30,000 

230,000 
160,000 
12,000 
40,000 
18,000 

125,000 
42,000 
45,000 
38,000 

190.0 

$1,245,000 



TAB B
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AGENCY FOR INTERNATIONAL DEVELOPMENT
 
ADVICE OF PROGRAM CHANGE
 

COUNTRY: New Independent States Regional 

PROJECT TITLE: Food Systems Restructuring 

PROJECT NUMBER: 110-0006 

FY 1992 CP REFERENCE: None 

APPROPRIATION CATEGORY: Economic Support Fund (ESF) 

LIFE-OF-PROJECT FUNDING: $25,000,000 ESP Grant 

INTENDED FY 1992 OBLIGATION: $6,000,000 ES? Grant 

This is to advise that A.I.D. intends to obligate $6,000,000 forthe Food Systems Restructuring Project in the nev independent
states 
(NIS) region of the former Soviet Union as follows:
$1,750,000 
in FY 1991 Economic Support Fund (ESF) carryover grant
funds previously planned for Pakistan, and $4,250,000 in FY 1992
ESF grant funds. 
This is a new project which was not included in
the FY 1992 Congressional Presentation. 
Life-of-project funding
for this four-year effort vill be $25,000,000.
 

The purpose of the project will be to increase the efficiency of
the food system from the farm gate to the consumer. This vill be
accomplished by strengthening the ability of entrepreneurs and
governments of the nev independent states of the former Soviet
Union to operate a restructured, open market agricultural input
and food distribution system in the agricultural sector.
 

Annex: Activity Data Sheet
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PWA m Nev Independent Staten Reginnal 
AGENCY FOR INTERNATIONAL DEVELOPMEN

ACTITY DATA SHEET 

Food Systems Rentructurlng Fronomic S*pport Fund 

PrOIoct Irlsens: To Incroe the efficiency
the f ar of the food syste. fromgat to the cc ler. 

Isqk&E2M: The drmatic collape of the Soviet Union preaents anhistoric opportunity for aInternational tran ition to a Sers peaceful and stableorder and the gradual Integration of the nowindependent states (HIS) late the munity of deocratic nations.
The United States has a vital Interest In the success of 
 this 

transitie.conjunction baed as a serie of action plamawith the January developed In1992 Coordinating Conference held InWashingten en Initial A.I.D. progras for the region has been
developed. 
It hai si1 objectivo: to encourage free market economicsystem- prito dImocracy; eat urgent humeaitariandefene-erlonted ecomeiloe; 

Nods; convert
pirnnto bilateral trade and Invoetient;and Increase the efficiency of the energy secter Im the new ates. 

This project Is a principel copenet of this progroi. 
The agricultural sector of the NIS Io compoed of large stateanepolltic enterprises with the cemodities *o n" by the state. 

oot are Inefficient hIimace priority wasor eocil rather the ecenemic given to meeting politicalobjectives. This Inefficiency hashod a ignificamt negative impact on the fod production. 
dietributlion and delivery systems. It Is even estio ted by es0that the lad he. uderges significant degradation, and losses Infed chain are satimatedthe to he as big)h as 60 percent for me
cmdiltie. Catee areenterprlie noedd to footer open market. and privateIn order to Increase output and efficiency In the 
agricultural sector. Tho. changes will also Increase international
trade nd liavatmnt as well a Increased sarket opportuniltie for
U.S. agribunaoineas. 

ProlectDescril,*Ia: Technical assistance end training will beprovided to beot-country public and private entitie. involved Inagricultural production, storage, processing. distribution and
markotIng. 
Support will to primarily to the private 
sector.
including gribusineasei cooperatives and form.. Priority areasnitilly include agricultural policy reform, food and agriculturalInputs distribution and marketing privatization, and environmental
 

U.S. 

C *,-

F, or 

91 6.Ono IPOO&ci"Mai 25 000 

The progren will be implieeted through techicali assistance grat@and contracts and agrements with other U.S. Departmenti and

organisationo, 
 U.S. egribueiotn fima amd copertLves. private
voluntary organisatias and universities.
 

Ilatioin of Prect to i.5.D. Itrabt. nfcratio. market­oriented econoiso. are a major U.S.G. policy objective io the etateeof the 1l6 with agriculture an a priority sector. 

3grticariu The direct bemoficiarlee will be thoe ladividule,fi ma govrnmet ageocli that receivo technical assistance andtraining. ?he ultimato beneficlarlee will be the general populationwho will heve greater choice of food cImoltile, lower prices andhigher quality producte through price cmetition ad the resultingincreaed output and efficiency of the food e tIn. 

RoatCountryandOthrviii I-o The activitle under this projeftbe cloely coordineted with the boet goverinto al other
donors providing slmilar 
or related asoitonce. 

5
• .D ­ d In 

fPIS0001 
Tochical Aesistance 

14.000
Training 
Commdities go0s

2e0
 
otal 25.000 
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ORIG ACT JEM TO OIS V
 

COPDES 2OACTION MEOANDUM9 
 LSE
 
ETO: MSSETO The Deputy Secretary ".. 

THROUGH: T - Reginald artholom 
$5 DA/A.Z.D., Mark L. Ede ..
 

FROM:
SSS PM - Richard A. Clark
TMB DD/POL, Larry Sarerk', 

ER SUBJCT: 
Use of Foreign Assistance Act Funds for Procurement
H-2 in Former Soviet Republics
 
PM 
AID ISSUES FOR DECISION 
RFcah 
 Whether to conclude that certain former Soviet Republics

should no longer be considered as "non-Free World" countries forpurposes of permitting foreign assistance procurement from themunder a 1961 Presidential determination.
 

ESSENTIAL FACTORS
 

On October .2, 1991, you approved a determination that
Eastern European countries and Mongolia should no longer be
considered as Onon-Free World" countries for purposes of
permitting foreign assistance procurement from them under a 1961
determination by President Kennedy. 
The decision memorandum is

attached at Tab A.
 

Your October determination recognized that certain
countries, including the Soviet Union, vould continue to be
excluded from procurement eligibility. (The other countries were
Afghanistan, Libya, Vietnam, Cuba, Cambodia, Laos, Iraq, Iran,
North Korea, Syria, and the People's Republic of China).
determination also recognized that, if warranted by changed
Your
 

conditions with respect to any of these countries, A.I.D. would
seek a similar foreign policy determination from the Department.
 

Zn view of the break-up of the Soviet Union, the U.S.
Government has taken a number of steps to support a peaceful
transition toward democratic institutions and market economies in
the former Soviet Republics. The President on December 25th
proposed conducting full diplomatic relations with Russia,
Ukraine, Armenia, byelarus, Kazakhstan, and Kyrgyzstan; and
assistance activities (primarily technical and humanitarian
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assistance) have been initiated by A.I.D. and the Congress
notified accordingly. 
Those actions are summarized in the
Memorandum attached at Tab B. 
More recently, the President

decided similarly to move ahead regarding diplomatic relations
with Moldova, Turkmenistan, Uzbekistan, Tajikistan, and

Azerbaijan. In this context it no longer makes sense to exclude
these eleven Republics from 
foreign assistance procurement

eligibility.
 

RECOMMENDATIONS 12
 

That you conclude that the ,SOPI former Soviet Republicsnoted above should no longer be considered as "non-Free World"
countries for the purpose of implementing President Kennedy's

determination regard Secim 
604(a). 

8A30 S91PPROVE 7 X DISAPPROVE______ 

cT 4 I n cl u d e Ge o r g i a 
That tb mnainwl auto tiale 
ndt eri
at such time as the United States estabzishem full diplomatic


relations with it. 

APPROVE 
 DISAPPROVE____ __
 

DATE 
 DATE
 

Attachments:
 

TAB A - Action Memorandum for the Deputy Secretary
 
Approved 10/31/91


TAB 3 -
Action Memorandum for the A.I.D. Administrator
 
Approved 1/18/92
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 Da%, 
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€oPZG TO, A, aq rttendatonal Developim 

C-2 ACIO MNORAIIDCM'V 4 
TS jS'S.2 ^2 

PM 
J~/ 1glet i.Un Deputy secretary 

I')ROUHS 
 To0ginald Bartholoov­
DR/A.Z-D.. Mark L.. Xd.


FtOme PH-W113ia F. Nope, ACti
D/POL. Larry Sa 

rg
lo UActl4 

SMICTSz, V8e Of Foreign Assistance Act Funds for ProcurementIn Eastern turopean Countries and Ifongolia 

ISSUrS Po n!C e Ta. 
Whether 

considered 
to conclude that certain countries should beas 'Free Vorldw countries for purposesforeign assistance procurement from then under 

of permitting 
Presidential a 196tdeterminati eon. 

ZLsUrMAL 1A € OR-

Section 904(a) of the Foreign Assistance Act of 1961prohibits use of foreign assistance funds for Procurement outside
the United States unless the President determines that vouchprocurazent vill not result in adverse effects uponof the United States or the economOn October the Industrial mobiliaton bass. o18, 1fiS, 
 President Xennody made a Determination
pursuant to Section 604(a) to permit procurement from sources
outside the United States vhere the procurement is less costly
than procurement from United States sources. 
This 1tsl
Determinatlon authorised procuroent from *less developedcountries* enerally andselected under specific circumstances,inustrialised countries. from(See Tab A) 

tThis prohibition covers other Foreign Assistance Act
procurement as vell as A..D.financed procurement, * 4military and counter-terrorism 1.,procurement*bowever. it has at most a In -ractice.negligible effect In these other areas. 



--

Outside the 	United States 

President vennedy spocified. hovever, that &rocurement
any case.* e - - , h
-eha-ll be from Pre or* a
sF
eycade.' 	 ra • i
F 	 World sources, In
ree World' has long been construed by A.I.D. to
exclude all countries listed In the Foreign Assistance Act
as acommunisto (section 620(ft), including the people's Republic
of China, Cuba, Vietnan, the Soviet Union, the Baltic Republics,
Mongolia, And all the countries of estern turope, with theexception of Yugoslavia. 

The characteritation of aTree World'ftr 	 number of these countries aspurposes of section 604(a) so longer makes 
'non-

In view of their status as senseemerging democraciesA.I.D. assistance. 	 and reclpients ofIn this categoy,v place Mln ungarysCzech and Slovak Federal Republic, Sulgarla, Rosalnea
Mongolia, and nov the 
 Albania,
altic Republics. We rcommend that youconcur that these countries should so longer be considered asdetermination. 

sources 

This will allow them to participate as eligible
 

Onn-Free World* within the meaning of President Xennedy's

for A. LD.-financed procurement, as appropriate.
 

procurevent eligibility because of their status under the anti-

A.I.D. would continue to exclude certain countries from
terrorism statutes and for other foreign policy reasons. 
The
countries that would remain excluded are Afghanistan, Libya, the
Soviet Union, Vietnam, Cuba Cambodia# Laos,Korea, Syria, 	 raq, Iran, Korthand the Peoples Republic of China.by changed conditions with respoct 	 If warranted 
A.I.D. would seek 	 to any of these countrier, 
Department, 	 a similar foreign policyy determination from theat the level of Under Secretary for InternationalSecurity Affairs, 

that country. 

with respect to the procurement eligibility of
 
President lush has delegated to the Secretary of State theauthority to sake determinations under Section 604(a) with
respect to 'procurement unde
of Part It 	 Chapter I of Part I avd Chapter 4of the Act_ (FAA Development Assistance and Iconost­support Fund accounts).


December 	 (In txecutive Order 11731 of14 
loo, Section 3(3)0 &mending Executive Order 33161).Such Authority has been redelegated to the Under Secretary for
international Security Affairs with respct to programs under
Part I 
of the Act (State Dept. Delegation of Authority
Section a(a)(a1), 	 eo. 145,
4(d)). 	 and nay spo be exercised byAlthough that deleation i 	 ou (sectionnot, technically neededinorder for yoa to agree with our proposed Interpretation of theexisting Presidential Determination# It Is consistent with suchaction.
 

AWN/~ 



RECOKMMENDATIO 

That you €onclude that Poland, Nungary* 
Caech and Slovak
Federal 1!epublic, lulgaria* Itemania, Albana. Lithuania, Lat.la,
Zotonla and" ongolia should no longer be considered asWorld" countries for Purpose Of *non-Frei, menting PresidentSennedysdeterminationeeare
 

APPo g DIXy.,. 

That you agree that future decisions about whetheremerging democracy ahould be considered part of the a movlyfor pirposes of Section 604 (a) Free vorldmay be madefor International Se5 
by the Under Secretaryrity Affalr 

APPROV' 7_ ______IPj____ 

OCT i1 91 
Attachment:
 

TAB -
 PresIdential Determination Under
Section $04(a) Dated 10/18/61 
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I 
January 18, 1992 

US.Awcv 
.-

bammuok, ACTXON DIORAINDUK FOR THE ADHINXS T4OR 
TIHU: Acting, AA/OPS, Howard . Pre~vor 

FROM: LA/ZUR Carol C.Velmn 

SUBJECT:5m AssistanceA g to the Independent Statesof the former Soviet Union: Statutory 
Checklist 

Problem: To take into consideration relevant
statutory requirements In light of whether ZSFfunds (and DA funds, to the extent such fundingmay be made available in the future) should beused to provide technical and other assistance tosupport the transition of the newly independentstates of the former Soviet Union into democratic,
free-market societies, and to help meet the energy
needs of these societies.
 

DiLsioll: The former Soviet Union has undergone
revolutionary changes within the past year which
have resulted in the creation of twelve
independent states, most of whom are loosely
associated in a now Commonwealth of Independent
States. 
The United States Government has
established diplomatic relations with six of the
former republics of the Soviet Union, namely:
Armenia, Dyelarus, Xalakhstan, Xyrgyzstan, Russia

and Ukraine.
 

On September 10, 1691, the Secretary of State
signed a determination, pursuant to 6620(f)(2) of
the Foreign Assistance Act (FAA) of 1961, as
amended, permitting assistance to the Soviet
Union. (U Tab A.) Pursuant to thatdetermination, two Congressional Notifications,
both of which expired on December 0,, 1991, weresent to Congress describing two proposed projects
to be Implemented by A..D. (AU Tab 2.) Theseprojects have been designed (1) to encourage thetransformation of these republics into democratic, 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACIOMENS)
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2 
market-based economies, and (2) to improve energy eff iciency andencourage energy market reforms in these societies. ES funds of$3.2 million for the Democratic and Economic initiatives Projectand $1.8 million for the Energy Efficiency and Market ReformProject are now pending authorization and obligation. 

Although certain republics of the former Soviet Union vouldnormally be prohibited from receiving assistance since each suchrepublics are indebted to certain U.S. citizens, the State
Department plans to issue on January 1$# 1992 a determinationpursuant to $620(c) of the FAA which would permit assistance toflow to these republics despite this fact. 
 (This determination

shall provide, in substance, that failing to provide assistanceto these newly formed states is contrary to the national security
interest of the United States.) 
 Despite this determination by
the State Department, however, certain factors must be 'taken
Into consideration" by you before we may proceed with obligating

funds for these two projects.
 

Please note that since the source of funding for these two
proposed projects is the ESF account, the "notwithstanding any
other provision of law" language is not available. (This
language has been used in the past to permit assistance toproceed in Eastern European countries under the 1991
Appropriation Act despite prohibitions on assistance that would
otherwise apply.) Therefore, certain factors must be "taken Into
consideration" by you before these proposed projects may be
obligated from the ESF account (or the CA account, If such
funding is later made available.) In fact, you normally take

into consideration a number of conditions, to the extent that
they may exist, on an annual basis before approving an allocation
of assistance to specific countries. However, In light of the
fact that the Coordinator's Office wishes to proceed with
implementing the proposed projects on an expedited basis, we are
presenting certain issues for your consideration at this time on
 
an Ad h= basis. 

In order to ensure that all relevant statutory requirementshave been net, A.Z.D. has developed a 'country chocklist,describing such requirements with particularity. The items onthis checklist have been responded to in substance by the StateVepartment# and Its memorandum is attached hereto as Tab C. inthe case of the states of the former Soviet Union, only tvoconsiderations are relevant In considering whether to provideassistance, and are discussed below. Please bear In mind,however, that statutorily mandated considerations in providing
foreign assistance need only be 'take into account'. 
 The mere
existence of such factual considerations does not, in and of
itself, prohibit assistance to the country in question.
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(1
Guaranty Aare 

s ection 620 1 ; Failure to enter Into an OPTCent: 
 As of this date, OPIC is in the process ofinItiating negotiations with each of the Individual republics to
whom we plan to render assistance to enter into OPIC Investmentguarantee agreements. 
Although such negotiations are in the
process of being initiated, they have not yet been finalized and,
to date, OPIC has not concluded any bilateral agreements Vith
these new republics. Thus, in light of the fact that thisprocess of negotiation has been initiated but not concluded, yerequest you to take this Into consideration and permit assistanceto move forward as planned. 
(2) Section 2Oul 
U.N. Dues: According to U.N.records dated October 31, 1991, the combined arrearage of the
U.S.S.R., byelarus, and Ukraine totals $196,376,749.00. Dues
owed to the U.N. regular budget are as follows: U.S.S.R.
($46,019,313); Dyelarus ($1,520,157); Ukraine ($5,758,172).
Further, dues are owed for the maintenance of U.N. Peace-keeping
forces in the following amounts: U.S.S.R. ($126,773,350);Byelarus ($5,116,578); Ukraine ($11,189,179). 
 Thus, the subtotal
owed by the CIS for outstanding dues to the U.N. regular budget
is $53,297,642, and for the U.N. peacekeeping forces is
$143,079,107. 
Payment of this arrearage in U.N. dues is expected
although, to our knowledge, specific arrangements to pay have not
yet been made. It should also be borne in mind that ZS? (and DA)funded assistance to Albania vas allowed to proceed, despite itssimilar arrearages in U.N. dues, based on your consideration of
this factor. Therefore, we request you to take the U.N. dues
arrearage of these former republics of the Soviet Union into
account, and urge you to permit the planned assistance to be
implemented as expeditiously as possible.
 

Recoenatition: That you, by your signature below, take intoconsideration the circumstances described above, and approve theuse of ES? funds (and DA funds to the extent necessary in thefuture), subject to the availability of such funds, for
assistance to the six states named above. 
Such assistance vill
be authorized by separate action, and shall be subject to theSecretary's determinations under S,620(c) and (f) (2) of the FAA. 

Approved:___
 

Disapproved: 
_ 

Date:
 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACIDENTS) 
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Attacheants:
 
TAD A - Section 620(f) (2) determination by the Secretary
TAB 3 - Congressional Notifications
TAB C - State Memorandum dated 1/17/92 
re: Statutory Checklist
 

Clearances:
 

GC/LP: RJester (Rhone Date: 1J1j1
AA/LZG: RRandlett _ draftL Date: 1/19/22ENE/EUR: DHerrill. (draft Date: 1J722EUR.OSA: PO'Farrell (draft) Date: 1/19/92GC/EUR: MDorris 
 fdraft Date: 1/24/USTATE/EUR/ISCA/ECON: KVolker .LRrftl Date: 1/26/92
STATE/D/mEA: CRufenacht -JJasubt-L 
 Date: 111A/2

AA/R&D: RBissell .
 Date: 1/8/92
 

Drafted: GC/EUR, Rumu Sarkar: 1/14/92
 

U: \CIS.TIC
 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACOENTS)
 



TAB D 

INITIAL ENVIRONMENTAL EXAMINATION
 

(A) 	 PROGRAM COUNTRY: The New Independent
 
States (Armenia)
 

(B) 	ACTIVITY: Food Systems
 
Restructuring
 
Project (Armenia

Agricultural Extension
 
Collaboration Program)
 
(Proj. No. 110.0006)
 

(C) FUNDING: 	 $3,750,000
 

(D) PERIOD OF FUNDING: 	 FY 1992-1994
 

(E) 	STATEMENT PREPARED BY: 
 Robert F. Barnes, NIS
 
Task Force
 

(F) 	ENVIRONMENTAL ACTION
 
RECOMMENDED: Categorical Exclusion under A.I.D.
 

Regulation 22CFR216 Environmental
 
Procedures 216.2 (c)(1)(ii) and 216.2
 
(c)(2)(i)
 

(G) 	DECISION OF ENVIRONMENTAL OFFICER:
 

APPR OVE :__ ___
 

DISAPPROVED:
 

DATE: _-_-_ 
 _ 

(H) 	DECISION OF %RCTOR/NITASK FORCE: 

APPROVED: ____________ 

DISAPPROVED:
 

DATE: 
 fix_______ __ 



EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE OF THE
 
ENVIRONMENTAL IMPACT OF THE FOOD SYSTEMS RESTRUCTURING
 
PROJECT (ARMENIA AGRICULTURAL EXTENSION COLLABORATION PROGRAM) 
(110.0006)
 

A. 	DESCRIPTION OF THE PROGRAM: The Armenia Agricultural

Extension Collaboration Program (AAEC) is one element of

the Food Systems Restructuring Project (110-0006). This
 
IEE relates solely to the AAEC Program. The program is
 
predominantly a technical assistance and training effort
 
associated with the establishment and strengthening of
 
Armenia's Agricultural Extension Service. It is not
 
anticipated that the program will have any significant

impact on the environment. All funds under the program
 
are to be transferred to the U.S. Department of
 
Agriculture (USDA), using established transfer procedures.

All prescribed USDA environmental protection procedures

will apply to this program.
 

B. 	RECOMMENDED ENVIRONMENTAL ACTION: Because the program

provides only technical assistance and training, a
 
categorical exclusion from A.I.D. 's Initial Environmental
 
Examination, Environmental Assessment and Environmental
 
Impact Summary Requirements is proposed. This proposal

is in accordance with A.I.D. Environmental Procedures
 
22CFR Part 216, Sections 216.2(c) (1)(ii) which generally

provides for a categorical exclusion in situations where
 
the purpose of the project does not require A.I.D. to
 
have "knowledge or control over, the details of the
 
specific activities that have an effect on the
 
environment for which financing is provided by A.I.D."
 
Specifically, this activity is categorically excluded
 
under Sections 216.2(c) (2)(i) for education and technical
 
assistance.
 

171­



-- 

-- 

H-2 

TAB E 
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OI:~United 
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C-217.2 
 F:2 
S/P
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L D.92 8:15F- £uB 192D - Mr. Eagleburger . E
 
cab FROM: EUR - Thomas N.T. NiAe p.a '
 

H - Janet G. mull 


SUBJECT: Circular 175: Requefstor Blanket Authority to
Negotiate and Conclude Assistance Agreements with
Former Soviet Republics
 

ISSUE FOR DECSON
 

Whether to authorize the negotiation and conclusion of
bilateral agreements as appropriate with the former Soviet
republics in connection with the provision of assistance.
 

ESSENTIAL FACTORS
 

We are proceeding quickly with assistance programs for
several of the former Soviet republics. We are moving forward
with $5 million of assistance funded from reprogrammed TY-91
ESF, a $165 million USDA food aid program, and humanitarian
assistance programs under a series of DOD authorities. A more
extensive technical assistance program is in preparation and
additional assistance will also follow.
 

A.I.D. believes, and we concur, that we need to obtain
agreements with the concerned republics conferring certain
essential legal protections for the ESF program. 
Under the
proposed agreements, the republics would:
 

provide tax and customs exemptions for U.S.-provided
commodities or equipment, and for U.S. nongovernmental
personnel responsible for implementing the assistance
 
programs;
 

provide immunity for USG assistance personnel from criminal
jurisdiction of local courts, and from civil jurisdiction

of local courts for official acts;
 

UNCLASST-IL~n 

/ 
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-- allow USG representatives to inspect utilization of theassistance, and to inspect or audit any records or otherdocumentation in connection with the assistance, wherever 
such records are located; 

-- commit to.use commodities, supplies or other propertysolely for agreed-upon purposes; 

-- in cases in which the republic is responsible for itemsbeing used for other purposes, to refund their value to theUSG (if the USC deems doing so appropriate); and 
-- provide exemptions for aircraft and vessels from landingfees, navigation charges, port charges, tolls, and similar 

charg ;s. 

A draft agreement Is attached at Tab A. The text wouldcover assistance provided by various USG agencies, including
USDA and DOD an well as A.I.D. We believe application of these
protections to the USDA and DOD-provided assistance is prudent
given their scope and visibility, and the inter-related nature
of assistance efforts being implemented by the various USG
 
agencies.
 

The draft text provides that we may need to conclude
further, more specific agreements in connection with particular
assistance activities. In particular, under the
Food-for-Progress and section 416(b) programs, USDA will need
to conclude separate agreements. This language may also be
useful if we later decide to conclude formal economic and
technical assistance agreements with respect to
A.I.D.-administered 
programs for the republics. With this in
mind, the draft text provides that the provisions of these
specific agreements will control in the event their terms
conflict. 
 (The need for any additional Circular 175 authority
would be considered on a case-by-case basis).
 

We will continue to consult with the Hill regarding our
assistance efforts for the former Soviet republics. 
We do not
believe that specific consultations regarding these agreements
are needed at this time. 
We would, however, inform the staff
of relevant committees of our intent to seek such agreements.
As we would emphasize to the republics in the course of
negotiations, the conclusion of these agreements would not
itself commit the United States to provide assistance. After
entry into force, each agreement will be reported to the
appropriate committees of Congress under the usual Case Act
procedures, and H will coordinate any necessary Hill briefings.
 

UNCLIrta-Trign 



UNCLARSRFID
 

The proposed agreements do not require environmental
documentation under eithe,-, the National Environmental Policy
Act of 1969, 42 U.s.C. 4321, or Executive Order No. 12114
(January 4, 1979). 
The negotiation and conclusion of these
agreements will not entail personnel or funding resource

requirements for the Department of State.
 

If you approve, Rich Armitage would be able to begin the
process of negotiating these agreements as appropriate during
his forthcoming trips to the former Soviet Union.
 

I-ECOMrNDATTON
 

That you authorize D/CISA (or, as 
appropriate, EUR or the
relevant post) to negotiate and conclude an agreement with each
of the republics based on the text attached at Tab A. Any
changes from that text shall be subject to the concurrence of
L, EUR and D/EEA (which will obtain clearances from A.I.D. and
co-ordinate as
-nd-cvnc1T31'bW-Ur-5VTrq1ffappropriate with other agencies).<Iegoth
ir;.S A----n, Georgia, Wolvs
 
Taj.Lks-s arensn. n, itan wil
FEB 
Approve 


Disapprove
 

lka 
Attachments:
 

Tab A - Draft Agreement

Tab 3 - Memorandum of Law 
WITHOUT LIMITATION SHOWN IN REC.
 

UNCLARX-TYZE 



UNCLARtT$p 

Drafted:AID/GC:HMorri.::L/EUR:TFBuchwaldP
 

X-6295 1/21/92

Cleared:
 
D/EZA - Mr. Lehovi 
 R - Mr. BradtkeoJ'P - Ms. van VoorsO7 C -
Mr. Wilson
EUR/ISCA - No. Griffith N - Mr. Johnson
M/FMP - Ns. Kent L - Mr. Kreesko
D/CISA - Mr. Nelson 
 L/P - Mr. MurphyL/SFP - Na. Jacobson 
 L/T - Mr. TaftS/P - Ms. Realin 
 AID - Mr. RoskensDOD - Mr. Wolthius 
 w AID/ZUR - Mr. Nerril
USDA - Mr. Goldthwait 
 AID/AA/R&D Mr. Bssel
 
PH - Mr. Martel 

Doc. No. 1415 (30) 



United States Department of State 

F&ALh-,W^ D.C. 20520 

NEMOANDU O7 LAW 

Suient: Circular 175: 
 Request for Blanket Authority for
Negotiation and Conclusion of Assistance Agreements
with the Twelve Former Soviet Republics
 

The accompanying Circular 175 action memorandum requests
blanket authority to negotiate and conclude agreements with
each of the twelve former Soviet republics (the mcountriese)
to obtain certain legal protections in connection with U.S.
assistance programs.
 

The proposed agreements do not imply or promise any
particular level of assistance. 
Instead, they establish terms
and conditions regarding assistance that may be provided by
the U.S. government in accordance with applicable laws and
regulations. 
These terms and conditions Include tax and
customs exemptions for U.S.-provided commodities or equipment,
and for nongovernmental personnel responsible for implementing
assistance programs; provision to USG assistance personnel of
status equivalent to that accorded administrative and
technical staff under the Vienna Convention on Diplomatic
Relations; authorization by each of the countries for USO
representatives to inspect utilization of the assistance, and
to inspect or audit any records or other documentation in
connection with the assistance, wherever such records are
located; commitment by each of the countries to use
commodities, supplies or other property solely for agreed-upon
purposes; in
cases in which the republic Is responsible for
items being used for other purposes, to refund their value to
the USG (if the USG deems doing so appropriate); and provide
exemptions for aircraft and vessels from landing fees,
navigation charges, port charges, tolls, and similar charges.
 
Legal authority to negotiate and conclude the agreements
is provided by the President's constitutional responsibilities
for the conduct of foreign relations (Article I, Section I,
Clause I) and the Secretary of State's authority for the
day-to-day conduct of foreign relations (22 U.S.C. section
2656).
 

In addition, with respect to assistance provided under the
Foreign Assistance Act of 1961, as amended, section 635(b) of
that Act provides that the President may make and perform
agreements with any friendly government or government agency
"in furtherance of the purposes and within the limitations of
this Act.0 
 This authority has been delegated to the Secretary
of State by Executive Order No. 12163 (Sept. 29, 1979), as
amended.
 

/ 



For the foregoing reasons, there is 
no legal objection to
the proposed negotiation and conclusion of executive agreements
with each of the twelve countries as described in the
accompanying action memorandum. 
Any changes in that text shall

be subject to the concurrence of L, ZUR and D/ZEA.
 

Todd F. Duchwald, Acting

Assistant Legal Adviser for
 
European and Canadian Affairs
 

X-6295 1/21/92

cleared: L/T:GTaft


L/SFP:LJacobson
 
L/PM:SMurphy


Doc. No. 1415 (33)
 



AGREEMENT BETWEEN
THE GOVERNMENT OF THE UNITED STATES OF AMERICA AND 
THE GOVERNMENT OFREGARDING COOPERATION TO FACILITATE
THE PROVISION OF ASSISTANCE
 

The Government of the United States of America and the
 
Government of
 

Recognizing the interests of the Government of the United
States of America and the Government of 
 in cooperating
to facilitate the provision of humanitarian and technical
economic assistance to benefit the people of ­ ; and
 

Recognizing the need to make certain practical arrangements
to help ensure the effectiveness of that assistance;
 

Have agreed as follows:
 

ARTICLE I
 

TAXES AND OTHER CHARGES
 

(a) Commodities, supplies or other property provided or
utilized in connection with United States assistance programs
may be imported into, exported from, or used in 
 -_ free from
any tariffs, dues, customs duties, import taxes, and other
similar taxes or charges imposed by 
 , or any subdivicion 
thereof.
 

(b) Any United States Government or United States private
organization that has responsibility for implementing United
States assistance programs, and any personnel of such private
organization who are not nationals of or ordinarily resident
In and that are present in 
 ._ in connection with such
programs, shall be exempt from (1) any income, social security
or other taxes imposed by 
 , or any subdivision thereof,
regarding income received in connection with the implementation
of United States assistance programs, and (2) the payment of
any tariffs, dues, customs duties, import taxes, and other
similar taxes or charges upon personal or household goods
imported into, exported from, or used in 
 for the personal
use of such personnel or members of their families.
 

(c) The access and movement of aircraft and vessels
operated by or for the Government of the United States of
America in connection with United States assistance programs
in 
 shall be free of landing fees, navigation charges,
port charges, tolls and similar charges by 
 , or anysubdivision-thereof.
 



-2-

ARTICLE IX 

STATUS OF PERSONNEL 
Civilian and military personnel of the United States
Government present in 
 in connection with United States
assistance programs shall be accorded status equivalent to that
accorded administrative and technical staff personnel under the
Vienna Convention on Diplomatic Relations of April 18, 1961.
 

ARTICLE XXI 

INSPECTION AND AUDIT 
Upon reasonable request, representatives of the Government
of the United States of America may examine the utilization of
any commodities, supplies, other property, or services provided
under United States assistance programs at sites of their
location or use; and may inspect or 
audf.t any records or other
documentation in connection with the assistance wherever such
records or documentation are located during the period in which
the United States provides assistance to 
 and for three
 

years thereafter.
 

ARTICLE IV
 

USE OF ASSISTANCE
 
Any commodities, supplies, or other property provided under
United States assistance programs will be used solely for the
purposes agreed upon between the Governments of the United
States of America and 
 . If use of any commodities,
supplies or other property occurs for purposes other than those
agreed upon under such programs, which the Government of the
United States of America determines could reasonably have been
prevented by appropriate action of the Government of
the Government of 
 - upon request shall refund in UnitedStates dollars to the Government of the Untied States ofAmerica the amount disbursed for such commodities, supplies, orother property. The Government of the United States of America
may, in its discretion, make available the amount refunded to
finance other costs of the assistance activity involved.
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ARTICLE V 

OTHER AGREEMENTS 

The Government of the United States of America and the
Government of 
 recognize that further arrangements or
agreements may be necessary or desirable with respect to
particular United States asuistance activities. In case of any
inconsistency between this Agreement and any such further
written agreements, the provisions of such further written
agreements shall prevail. 
Nothing in this Agreement shall be
construed to derogate from the privileges and Iumunities
granted to any personnel under other agreements.
 

ARTICLE VI 

ENTRY INTO FORCE
 

This Agreement shall enter into force upon signature by

both parties.
 

DONE AT 
 , this ­ day of _ 1992. 

FOR THE GOVERNMENT OF 
 FOR THE GOVERNMENT OFTHE UNITED STATES OF AMERICA: [RAM]):
 



TAB F
 

Finding under Section 620(c) of the
 
Foreign Assistance Act of 19l. as amended
 

Pursuant to section'620(c) of the Foreign Assistance Act of
 
1961, as amended (the Acta), section 1-201(a)(12) of Ezecutive
 
Order 12163, as amended, and section 4(d) of State Department

Delegation of Authority No. 145, as amended, I hereby find that
 
application of the restriction contained in section 620(c) of
 
the Act with respect to Armenia, Azerbaijan, Byelarus, Georgia,

Kazakhstan, Kyrgyzstan, Holdova, Russia, Tajikistan,

Turkmenistan, Ukraine, and Uzbekista 
 uld trary to the
 
national security.
 



TAB G 

L'.S. A FOR 	 MAR 2 5 M 
t,,',, .I m ,, ' . A" l• 

ACTION MEMORANDUM FOR THE ADMINISTRATOR 

THRU: 	 AA/OPS, Scott Spangs l1 

FROM: 	 AA/R&D, Richard Be
AA/EUR, David N. i 1?Vj
 

SUBJECT: Assistance to the Newly Independent States of the Former Soviet
Union: Statutory Checklist 

Problem: To take into consideration relevant statutory rcquirements in light ofwhether ESF funds (and DA funds, to the extent such funding may be made availablein the future) 	should be used to provide technical and other assistance to support thetransition of newly independent states of the former Soviet Union into democratic,
free-market societies. 

Disuion: A memorandum to you from the AA/EUR dated January 18, 1992requested you to "take into account" certain statutorily mandated considerationsbefore assistance to the newly independent states of the former Soviet Union couldbe authorized. Your consideration was limited, at that time, to the followingrepublics of the former Soviet Union with whom the U.S. was establishing diplomaticrelations: Armenia, Byelarus, Kazakhstan, Kyrgzstan, Russia and the Ukraine. TheState Department is now establishing full diplomatic relations with the remainingrepublics of the former Soviet Union (with the exception of Georgia), namely,Moldova, Azerbaijan, Tajikistan, Turkmenistan, and Uzbekistan. Thus, once again,we request that you'take into consideration the factors described below beforeassistance to these republics may be authorized. 

On September 10, 1991, the Secretary of State signed a determination,pursuant to f620(f)(2) of the Foreign Assistance Act (FAA) of 1961, as amended,permitting assistance to flow to the Soviet Union. (&&Tab A.) Additionally,Deputy Secretary Eagleburger made a determination, dated January 20, 1992, underSection 620(c) of the FAA which permits assistance to the republics notwithstanding 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS) 
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certain indebtedness to U.S. citizens that would otherwise prohibit these republicsfrom receiving foreign assistance. TiMs determination provides, in substance, thatfailing to provide assistance to these newly formed states is contrary to the nationalsecurity of the United States. ( Tab B.) Pursuant to these determinations,assistance to the individual republics that formerly constituted the Soviet Union maybe permitted provided that other statutory requirements are satisfactorily met. 

Assistance to the republics is now being considered in the following areas: (1)increasing the levels of assistance for the previously authorized Democratic andEconomic Initiative Project and the Energy Efficiency and Market Reform Project aswell as developing activities in (2)private sector initiatives, (3)democratic pluralisminitiatives, (4) housing sector reform, (5) health care improvement, (6) food systemsrestructuring, (7) economic restructuring and financial sector reform, and finally, (8)making an ESF grant to the Eurasia Foundation. All of this proposed assistance is now pending final Congressional notification and clearance. 
Although we are working to include "notwithstanding any other provision oflaw" language inlegislation for FY 92, such language is not now applicable to ESFfunds to be used for the NIS. Therefore, certain factors must be "taken intoconsideration" by you before these proposed projects may be obligated from the ESFaccount (or the DA account, if such funding is latei made available). In fact, younormally take into consideration a number of conditions, to the extent that they mayexist, on an annual basis before approving an allocation of assistance to specificcountries. However, in light of the fact that the Coordinator's Office wishes toproceed with implementing the proposed projects on an expedited basis, we are
presenting certain issues for your consideration at this time on an ad .oc basis.
 

In order to ensure that all relevant statutory requirements have been met,A.I.D. has developed a "country checklist", describing such requirements withparticularity. The items on this checklist have been responded to in substance by theState Depanment, and its memorandum is attached hereto as Tab C. In the case ofthe five republics of the former Soviet Union discussed herein, only one considerationis relevant in considering whether to provide assistance. 

Section 620(1) of the FAA provides that assistance may be denied if therecipient country has failed to enter into an investment guaranty agreement with theUnited States. As of this date, OPIC is in the process of initiating negotiations witheach of the five individual republics to whom we plan to render assistance.Although such negotiations are inthe process of being initiated, they have not yetbeen finalized and, to date, OPIC has not concluded any bilateral investmentguarantee agreements with these new republics. Please bear in mind, however, that 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS) 
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statutorily mandated considerations in providing foreign assistance need only be"taken into account". The mere existence of such factual considerations does not, in
and of itself, prohibit assistance to the country in question. Thus, in light of the factthat this process of negotiation has been initiated by OPIC but not concluded as ofthis date, we request you to take this into consideration and permit assistance to 
move forward as planned. 

Recommendation: That you, by your signature below, take into consideration thecircumstances described above, and approve the use of ESF funds (and DA funds tothe extent necessary in the future), subject to the availability of such funds, forassistance to the five republics named above. Such assistance will be authorized by
separate action, and shall be subject to the determinations made pursuant to 
1§620(f)(2) and (c) of the FAA. 

Approved:4
 

Disapproved: 

Date:, ,7 " , 

Attachments: 
TAB A - Section 620(f)(2) determination by the Secretary
TAB B -Section 620(c) determination by the Deputy Secretary
TAB C - Department of State Memorandum re: Statutory Checklist 

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
 



TAB H
 

Determination under Section 620(f)
 
of the
 

Foreian Assistance Act of 1961. as amended 

Pursuant to Section 620(f)(2) of the Foreign Assistance Act
 
of 1961, as amended, (22 U.S.C. 2370(f)(2)), and Section
 
1-201(a)(12) of Executive Order No. 12163, as amended, I hereby

determine that the removal of the Soviet Union from the
 
application of Section 620(f) of the Foreign Assistance Act,

for an indefinite period, is important to the national interest
 
of the United States.
 

This determination shall be reported to the Congress and
 
published in the Federal Ragi ster.
 

September 10, 1991
 

Date 
 James A.'Baker, III
 



JUSTIFICATION FOR THE PRESIDENT'S DETERMINATION
 
TO RE1OVE THE PROHIBITION ON OPIC ACTIVITIES
 

IN THE SOVIET UNION
 

A determination to remove the Soviet Union from the
 
prohibition on assistance to Communist countries is 
in the

national interest for several reasons. The U.S. supports

efforts within the Soviet Union to establish a strong and
functioning democracy and to move decisively toward a market
 
economy. If these trends continue, the U.S. should support

them by responding, step by step, to progress made.
 

At the recent Moscow Summit, President Bush underlined his
 
support for market-oriented reforms in the Soviet Union by

reaffirming his desire to 
promote U.S. trade and investment

with the Soviet Union. To normalize our trade relations, he

has already submitted the U.S.-Soviet Trade Agreement to
 
Congress. He alro reiterated his commitment to work with the

Congress 
to lift the Stevenson and Byrd restrictions on
 
official credit programs. The availability of OPIC programs

for U.S. companies seeking to invest in the Soviet Union would
 
complement these actions. 
 Providing technical economic
 
assistance is also consistent with the goal of helping the
 
Soviets develop a market economy.
 

Moreover, the Soviet Union is 
giving evidence of fostering

the establishment of a genuinely democratic system, with
 
respect for internationally recognized human rights. 
 The
 
failed coup by hardline factions in the Soviet military and
 
security forces has accelerated the establishment of a

democratic system in the Soviet Union. 
The coup discredited
 
the old guard in the Soviet Government and led to the collapse

of the Communist Party, the primary obstacles to democratic
 
reform and creation of a pluralistic political system.
 

The failure of the coup strengthened Soviet leaders, such
 
as Boris Yeltsin and Leningrad Mayor Sobchak, who are committed
 
to democracy and reform. President Gorbachev has replaced

opponents of reform in key posts 
-- such as the nterior
 
Minister, Defense Minister, and head of the KGB 
-- and

appointed in their place men with strong reform credentials.
 
More fundamentally, the opposition of the Soviet people to the
 
coup showed that the principles of democracy and rule of 
law

have taken root 
in the Soviet Union. There is a clear
 
consensus for establishment of a genuinely democratic system

that no Soviet or republic leader can choose to ignore.
 

The CPSU's reign of political dominance came to an end with

the historic Supreme Soviet decree of Aug1st 29 suspending the

activities of the party throughout the Soviet Union and
 
seizing its assets. Several republics have gone further and

outlawed the party completely. As President Bush stated, the
collapse of the totalitarian non-democratic CPSU is a cause for
 
cheer.
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In recent years, the Soviets have demonstrated an
 
increasing respect for internationally recognized human
 
rights. Soviet citizens are freer to speak, write, practice
 
their religion and participate in public life than ever
 
before. As a reflection of this improvement, the U.S.
 
Government, while continuing to express its concern at ongoing
 
human rights abuses, is simultaneously working with the Soviet
 
Government to institutionalize human rights progress.
 
Substantial improvement has been seen in the Soviet human
 
rights record in areas such as emigration, political prisoners
 
and psychiatric abuse.
 

initial developments after the coup suggest the potential
 
for further human rights gains. A key reformist, Vadim
 
Bakatin, was named to head the KGD, and the USSR Congress of
 
Peoples' Deputies approved a declaration September 5 explicitly
 
enumerating the rights of individuals.
 

In this environment, OPIC insurance and finance programs,
 
along with technical economic assistance, can serve as useful
 
tools to encourage the development of emerging private sector
 
enterprises and institutions, as well as the normalization of
 
bilateral economic relations.
 



Dear Mr. Chairman:
 

Section 620(f)(2) of the Foreign Assistance Act of 1961, as
 
amended, authorizes the President to remove a Comunist country
 
from ineligibility to receive assistance under the Foreign
 
Assistance Act if the President determines and reports to the
 
Congress that such action is important to the national interest
 
of the United States. The President's authority to make such
 
determinations has been delegated to the Secretary of State
 
pursuant to Section 1-201(a)(12) of Executive Order No. 12163
 
of September 29, 1979, as amended. On behalf of the Secretary
 
of State, we wish to advise that, pursuant to these
 
authorities, the Secretary of State has determined that it is
 
important to the national interest to remove the Soviet Union
 
from the application of Section 620(f). I enclose a copy of
 
the Secretary's determination and justification.
 

Sincerely,
 

Janet G. Mullins
 
Assistant Secretary
 
Legislative Affairs
 

Enclosures:
 
As stated.
 

The Honorable
 
Dante B. Fascell,
 

Chairman, Committee on Foreign Affairs,
 
House of Representatives.
 



Dear Mr. Chairman:
 

Section 620(f) of the Foreign Assistance Act of 1961, as
 
amended, authorizes the President to 
remove a Communist country

from ineligibility to receive assistance under the Fcreign

Assistance Act if the President determines and reports to 
the

Congress that such action is important to the national interest
 
of the United States. The President's authority to make such
determinations has been delegated to the Secretary of State
 
pursuant to Section 1-201(a)(12) of Ezecutive Order No. 12163

of September 29, 1979, 
as amended. On behalf of the Secretary

of State, we wish to advise that, pursuant to these
 
authorities, the Secretary of State has determined that it 
is

important to the national interest to 
remove the Soviet Union

from the application of Section 620(f). I enclose a copy of

the Secretary's determination and justification.
 

Sincerely,
 

Janet G. Mullins
 
Assistant Secretary
 
Legislative Affairs
 

Enclosures:
 
As stated.
 

The Honorable
 
Claiborne Poll,
 

Chairman, Committee on Foreign Relations,
 
United States Senate.
 



E TAB 1 

INTERIM REORGANIZATIONDELEGATION OF AUTHORITY N0. 10
 

TO: Director of the Task Force for the
Newly Independent States of the Former Soviet Union 

FROM: Associate Administrator for Operations 
SUBJECT: General Authorities 

Pursuant to my authority as Associate Administrator forOperations, it is hereby ordered as follows: 

A. With respect to all former republics of the Soviet union(except Latvia, Lithuania,Director of the Task and Estonia), there is tothe Force delegatedfor the Newly Independent Statesof the Former Soviet Union all of the authorities delegated to me 
from the Administrator. 

B. Any individual designated by the Director of the TaskForce to be te aoming Director of the Task Force during the

absence of the Director of the Task Force i authorized to 
perform the functions delegated hereunder. 

references A.I.D.guidanceC. Allcables, in Handbooks, policy statements,and regulations to Assistant Administrators
havr responsibilitytor geographic regions shall be deemed to 
include the Director of the Task Force. 

D. The General Provisions of chapter I of Handbook S apply,unless provided otherwise in a specific delegation. 

Z. This Delegation of Authori effective immediately. 

Scott N. eanglir
Associate Administrator
 

for Operations
 

Date: 

3.T PITn.FImq IT %% \\4I,%,.. . (DC205 3 


