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ACTION MEMORANDUM POR THE DIRECTOR, NIS TASK FORCE
FROM: 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 ascked 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.

BACKGROUND: 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 Armenia‘'s Ministry of
Agriculture that is capable of 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
agricultura and agribusiness sector will be crucial to their
overall economy and understand also that an effective extension
service is nhecessary for the acrelerated 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,

DISCUBSION: Funds herewith beirg authorized will finance an
anticipated three year program of technical assistance to Armenia's
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 of
agriculture and agribusiness. Specific technical issues to be
addressed will be: salinity problems in the 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 resident
in 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;



- four 2~person teams of Technical S
in the technical areas mentioned above wh
visits to Armenia to advise on their a
three months of service could be provided by

- four small "Action Teams*
American farmers, and agribusine
providing advice and assistance
taken to increase availability of four
weeks of service could be provided by these teams each

- eight 2-person Regional Field Teams,
assigned to one of Armenia's 38 regions for
on the development of Extension Service c
areas. Two of the teams will be
Three teams will be

project.
years.

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

pecialists with expertise
ich will each make several
of specialty.
each team each year;

Up to

made up of Extension Specialists,
ss executives who will focus on
on specific actions
staple crops.

that can be
Up to 4-6
Year;

each of which will be
six months, and focus
apabilities in those
deployed in the first year of the
deployed in each of the following

All technical assistance and training made available under

this program will be provided through,
Department of Agriculture (USDA).

and managed by, the U.S.
Additional detailed information

about the program is provided in the attached USDA document

entitled "Proposal for Extension Co
1992" (Tab A).

BUDGET SUMMARY:

1.
2.
3.
4.
5.
6.
7.
8.

DESIGN AND REVIEW PROCESS:
USDA Program Proposal was originally de
Program Staff of the

Senior Extension Advisor
Ag. Policy Prog. Spec.
Admin. Support (field)
Action Teams

Tech. Spec. Teams

Reg. Field Teams

Other TDY & US training
Backstopping/Admin.

Total

A.I.D. regulations and policies.

describing the overall project is
document will be formall

pProcedures for NIS project approvals.
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The project

Extension Service of the U
Agriculture in response to an announcement for
President Bush in late 1991.
meeting was held on this
Restructuring Project,

all agencies concerned.

subactivity of the
Informal approval for it was
The subactivity in all other ways meets

A full Project Memorandum
presently being prepared. That

Y reviewed and approved using established

year 1
$180,000
$140,000
$ 9,000
$ 46,000
$325,000
$230,000
$125,000
$190,000

llaboration in Armenia, March

Lop
$540,000
$420,000
$ 27,000
$138,000
$975,000
$690,000
$390,000
$570,000

$1,245,000 $3,750,000

subactivity attached as the
veloped by the International
.S. Department of

such a program by

While no formal interagency review
Food Systems
received from



The project Memorandum will clearly show the role of the USDA
Extension Service subactivity in supporting the attainment of
overall project objectives.

CONGRESSIOMAL NOTIFPICATION: The CN for the overall Food Systems
Restructuring Project (110-0006) expired on 21 March 1992. A copy
is attached at Tab B.

SOURCE AND ORIGIN AND MATIOMALITY: 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 be
conducted in accordance with Chapter 18 of A.I.D. Handbook 1B.

EMVIROMMENTAL 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) (i) and (c) (2)
(1). All funds for this program are to be transferred to the USDA
using established transfer procedures. As such, environmental
protection procedures of the USDA will apply to this program. An
IEE certification covering this program is attached for your
signature (Tab D).

AVAILABILITY 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 of
activities under the program. Funds for activities to occur during
years 2 and 3 of the program will be transferred to the USDA as
sufficient funds become available for obligation.

IMPLEMENTATION DETAILS:

Monitoring. Overall supervision and monitoring of this
prog:ram will be the responsibility of the A.I.D. project officer
for 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
Inplementation 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.

Bvaluation. 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 axecuted 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. 1In addition, appropriate audit rights will be provided
for in an agreement between the USG and Armenia as noted below with
respect to taxes.

Host 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
sountry 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 CHECKLIBT(8): 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 Stata 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.



AUTHORITY: The Sacretary 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 projec:: pursuant to Interim Reorganization
delegation of Authority No. 10, dated March 30, 1992 (Tab I).

RECOMMEMDATIOM: That you : a.) sign this memorandum in the space
indicated bslow thereby authorizing the Food Systems Restructuring
Project (Nc. 110-0006) and, b.) sign the attached 1Initjal
Environzental Examination Certification thereby indicating your

approval of that document.
Approved: ;%541c444~/€;~*i£

Disapproved:
Date: MAY 5 99,

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



Clearances (Project no. 110-0006)

GC/: TGeiger 2O
OPS/NIS/FM: INesterczuk
OPS/NIS: HJohnson ,
OPS/NIS: MKorin

OPS/NIS: ' 1
OPS/NIS: Fhet

o

STATE:

D/CISA: Kvolker -ﬂm—

drafted: NISTF, CEFields 4/28/92

Date 4/3y /92

Date: "yj3\[4?

Date:
Date:
Date:
Date:
Date:

Date:




TAB A

U.S. AGRICULTURAL ASSISTANCE
TO THE
COMMONWEALTH OF INDEPENDENT STATES

U.S. Department of Agricutture in Cooperation with the
U.S. Department of State and the Agency for International 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. Armenia has traditionally been a food deficit country. It is currently
cut off from its normal CIS trading partners by armed conflicts in Georgia and with

factors, food aid has been needed and is currently ‘belng supplied by the United
States.

Armenia is the first of the CIS republics to successfully implement a land privatization
program. Most agricultural prices have also been “ireed. It needs and wishes to
follow up these reforms with a commercialization of the agribusiness sector-a much
more difficult and complicated process. Armenia's Ministry of Agriculture (MOA) is
also being restructured to function in a market economy. As a part of this process the
role, functions, organization and staffing of the Ministry’s field structure, which
interfaces with farmers at the local level, is being critically reviewed.

In October of 1991 Secretary of Agriculture, Edward Madigan, headed an assessment
team, including Under Secre:ary Richard Crowder, to determine how USDA could
cooperate most effectively with CIS republics during the transition period. They
subsequently asked the Extension Service (ES), USDA, to pursue the possibility of
collaborating with the MOA. In January 1992 an Extension Team went to Armenia and
recommends 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 for
joint ventures, investments, and trade:

O provide advice conceming the MOA's structure and fivld staff;

O plan and develop an Extension Service;

O address specific high priority technical issues;

O assist regional MOA structures to develop Extension capabilities, address
production constraints, and enable farmers to operate successfully in a 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.



L_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 permit. These persons will be
available to the Ministry for one year initially with the possibility of extensions for up tc
3 years.

The Senior Extension Advisor will work collaboratively with Ministry of Agricutture
officials, other appropriate Armanian Ministries, research institutes, legisiative
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.

© In cooperation with the Minister or his designee, manage and coordinate U.S.
in-country efforts to assist in deve!oping Armenia’s Extension Service.

0 As requested, provide advice and counse! to Ministry officials, legisiative
committees and others on a variety of agricultural issues and policies relateg to o
Armeria's transition to a market economy, inciuding the organization and
functions of the Ministry.

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

o Coordinate U.S. in-country sgricultural development efforts with other donor
countries and davelopment 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 Senevolent Union.

The Public (Agricultural) Policy Program Specialist:
o Provide advice and counsel to the Ministry of Agriculture, legisiative committees,

and others on the legal framework for commercialization and agribusiness
development in a market economy.



O Assist in the development of Extension training materials and programs in the
area of commercialization, agribusiness development, farm management and
marketing.

O Act as a liaison betwesn American and Armenian business people interested in
opportunities for joint ventures, investments, trads and other cooperative
activities.

Speclfic Technical issues

ES will provide for four highly specialized research and Extension teams during 19892
and 1993 to address specific high priority technical issues, namely:

" o Salinity problems i the Ararat Valley

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

0 Dairy breeding, production and managsment

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:

0 Assess the situation and define specific problems,
0 Plan site-specific trials and demonstrations, if necessary.

0 Develop training materials and Extension programs to promote adoption of new
technologies, recommendations, and approaches.

Teams will make initial visits of 2 to 4 weeks to assess the situation, define specific
problems, and develop a plan of work with their Armenian counterparts. Teams will
spend 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 two

of Armenia’s 38 Regions for 6 months. These teams will work collaboratively with
Regional officials of the MOA to provide training, technical expertise and assistance to:



0 Develop local Extension mission, organization, staffing, training, programs, and
operations.

o Involve local ieaders and Extension clientele in program development and
implementation.

o Provide subject matter training to local Extension staff, selectad farmars and/or
agribusiness managers in farm management, marketing, agricultural economics
and the development and management of local, small scale agribusiness input,
processing, distribution and marketing firms.

o Conduct training programs to develop subject matter competence and
demonstrate 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 exacutives to determine specific actions that could
be taken immediately to increase production and retail availability of these staples for
consumer consumption in 1892.

These Teams will spend 1 to 2 weeks in Armenia to pinpoint production and other
constraints to increased availability of these specific commodities. Each Team will be
expected to develop an Action Plan which could be implementad in 1992.

The interventions described in sections A to C above can be expected to have a
significant impact on food availabilty in Armenia during the 1993 growing season.

The specific technological interventions described in this section could result in
dramatic, though moderate, increases in food availability in 1992. ES will focus these
efforts on a limited number of staples that are widely grown and consumed in
Armenia, including potatoes, vegetables, (tomatoes, peppers and cucumbers), milk,
and eggs.

Others
As needed, ES wiii provide other personnel for short-term technical assistance or will

provide short-term practical training experisnces for Armenian counterparts in the
United States.



IL RATIONALE

Armenian leaders in both the government and the legisiature 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 this
effort. 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:

0 Major national reforms that need to be addressed include further price reforms,
development of a monetary and fiscal policy, a credit and banking system and
further development of the legal framework 10 allow privatization and
commercialization of state industries. Control of inflation and a stable and
convertible currency will develop trust in the system domestically and abroad.
Without these reforms, progress towards a stable, market-oriented economy will
be difficult.

0 Agricultural reform strategies are needed to initiate the evolution of a working
agricultural system. This will require changes in agricuttural policy that will
impact how the agricuttural 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.

0 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 coliection and analysis system must
be developed for policy-making and individua! decision-making. Western
linkages with private sector agribusiness needs to be established in this
transition process toward a sustainable food production system.

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

© An Extension system is needed in Armenia to provide a sound knowiedge 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 financia! planning and business management gkills.
U.S. farmers and agribusiness linkages with Extension specialists would
accelerate positive outcomes.



WL IMPLEMENTATION

ES Washington-based staff will provide overall policy coordination, planning, program
backstopping and recruitment for the project. The ES' Senior Extension Advisor in
Yerevan will work closely with Armenia’s First Deputy Minister of Agriculture to manage
and coordinate in-country implementation. Close coordination will be maintairied with
Armenia’s Ministry of Food Products, Ministry of Trade, Agricultural Research
Institutes, the Agricuttural Committes of Armenia’s legisiature, the Armenian General
Benevolent Union, the Armenian Assembly of America, any private agricultural
association that muy emerge, other USDA agencies and other A.1.D. sponsored
organizations with projects or programs in Armenis, and other internationa! donors
and agricultural development agencies operating in Armenia. Limited administrative
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. RESQURCES REQUIRED

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.
Vi, FOLLOW-UP

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

YiL. KEY CONTACTS
Armenia
Gagic Harutunian Policy Guidance
Prime Minister, Republic of Armenia
Gagik Shahbazian Program Coordination
State Minister of Agriculture
Viadimir Abrahamian Program Administration
First Deputy Minister, MOA
6



Richard R. Rankin Policy Guidance
Deputy Administrator, Management
Extension Service, USDA

Earl Teeter Programn Management
Program Leader, intemational Programs
Extension Service, USDA

Senior Extension Advisor In-country Program
(To Be Named) Administration



EXTENSION COLLABORATION IN ARMENIA
EIRST YEAR BUDGET

Senior Extension Advisor

Salary, Benefits and Post Differential
international Trave!

Transfer Costs

in-Country Beneftts

Office Costs and Locai Trave!

Public Policy Program Specialist
Salary, Benefits and Post Differential
International Trave!

Transfer Costs

In-country Benefits

Office Costs and Local Trave!

r
Salary and Benefits
Office Costs and Local Trave!

Salary and Benefits
Travel and Per Diem

iglt
Salary and Benefits
Travel and Per Diem
In-Country Operations

Field Teams (2)

Salary, Benefits and Post Differential
International Trave!

Per Diem

Office Costs and Local Trave!

Salary and Benefits
International Travel
Per Diem

Backstopping and Administration

TOTAL

130,000
6,000

10,000
14,000

140,000
96,000
6,000

10,000
8.000

9,000
6,000
3,000
46,000

10,000
36,000

325,000
140,000
155,000

30,C00

230,000
160,000
12,000

18,000
125,000
42,000
45,000
38,000

180,000

$1,245,000



TAB B

W6 o 183

AGENCY FOR INTERNATIONAL DEVELOPMENT
ADVICE OF PROGRAM CHANGE

COUNTRY: Nev 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 ESPF Grant

INTENDED FY 1992 OBLIGATION: $6,000,000 ESF Grant

This is to advise that A.I.D. intends to obligate $6,000,000 for
the Food Systems Restructuring Project in the new 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 wvas not included in
the FY 1992 Congressional Presentation. Life-of-project funding
for this four-year effort will be $2%,000,000.

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

Annex: Activity Data Sheet

-~ \/\



AGENCY FOR INTERNATIONAL DEVELOPMENT

PROSRAN:  New Independent States Reglonal ACTIVITY DATA SHEET CP 0108 (eony
Fvu | Fusome0 sounCE mnmmmu-—.qm
X Fund [a] e oF
Food Systema Rentructuring t.conomic Support Fu 2 6.000 l Tiat 25 000
1) 110-0006 erw ) PRION RS ERENCE ;::;"u. ‘(ﬂilna:lll ‘:=nnu|ofn-n5nn~nnn
ownll weD comeans (] None 92 ™ 95 ™ o9n
c : Te imcreass the eofficlency of the food system from The program will be leplenented through techaical assistance grante

the ferm gate te the ccasumer.

Rackground: The dramatic coellapse of the Soviet
hlstoric oppertunity for a tramsitien to a more

Union presents an
peaceful and stable

Intetnatiens]l erder and the gradual integration of the new
independent otstes (MIS) inte the cemmunity of democratic nations.
The United States has & vital interest {n the succeas of this

transition. Besed on a serles o
conjunction with the Jenuary 199

Vashingten, en initial A.2
doveloped. 1t has six b))

systems;: premste demecracy;
defonse-orionted oconsmies;

f sctten plene developed in
2 Cesrdinating Cenference held tn

.D. pregram for the reglon has been
octives: te enceurage free merket sconomic

Sset urgent husenitarisn needs: cenvert
premete bilateral trade and investment;

and incresse the offtclency of the onergy secter Ia the new states.

Thie preject 1o & principal

The agricultural secter of the N
Ssnepolistic enterprises with the coamedities

couponsat of this program.

13 1a compesed of large state
“owned® by the state.

and contracts and agresmente with other U.8. Departmsnts and
organisstions, U.8. agribusiness firme end cooperatives, private
voluntery organisatioas and ualversitios.

] Samccretic, sarhet-
orilented economies are » ®ajor U.8.9. policy objective in the states
of the NIS with egriculture ae o prliority eector.

Beraficiscien: The direct beneficlaries will be those Individusia,
flrme and govermmeat sgencies that receive techaics) sselstance and
trailning. The witimatse beneficlariee will be the general population
who will have grester choice of food commodities, Jower peices and
higher quality products through price competition snd the reewiting
incressed ocutput and officlency of the food esysten.

(] The activities wnder this project
will be closely coordinated with the host goverameate and other
donors providing simllar or related asslistance.

Nest sre tnefficient hecause
or seclal rather than econcet

prierity was givea to seeting political
c sbjectives. This inefficlency has

had & significant negative impact on the feed preduction,

distribution and delivery systems.

that the land hae undargene signific
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» .
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sarketing. Support will
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It 1s even estimated by some
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e high as 60 percent for seme
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Thees changes will alse Increase international

a8 well a9 facressed marker opportunicies for

Technical sssistance and training will be

and private entities lnvolved in
storage, precessing, distribution and

8° primarily to the private sector,
cooperatives and farms. Priority areas
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rketing, privatization, and environmental
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New Independent States
Food Systems Restructuring 110-0006

Clearances:

DAA/ZUR: DMerrill % date: %
GC/EUR: HMorris date: :

RED/TP: BTurner date: 02/21/92 ;’q;
EUR/OSA: m'rcrrclw date: 02/18/923)
EUR/DR: RAnthony —(dzaft) date: 02/03/92
EUR/PDP: SSmith ____(draft) date: 02/0%/92

GC/LP: Rlester _______(draft) date: 02/058/%92
EUR/PD: RFanale —(draft) date: 02/05/92
EUR/RME/FK: BBrockie _(draft) date: 02/04/92

FA/B: LleDuc {draft) date: 02/05/92

EUR/OSA: JWiles _____ (draft) date: 02/03/92
EUR/OSA:EKvitashvili__ (draft) date: 02/03/92

ST:D/EEA: CRufenacht Vm date: 49~
ST:EUR/ISCA/E: KVolker_{draft) date: 02725792

drafted: EUR/FSD: JSnell, 1/31/92: 77201
EUR/PDP: EBailly: 76919: CN Coordination

cc=FA/B: JPainter

03/03/92
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:”“5 TOACTION MEMORANDUM
:E:? T0: The Deputy Secretary

c- THROUGH: T = Reginald Bartholem

gf DA/A.I.D., Mark L. Edelfa

e FROM: PM - Richard A. Clark§V" |

TMB DD/POL, larry Saiorww

EUR SUBJECT: Use of Foreign Assistance Act Funds for Procurement
:32 in Former Soviet Republics

PM

P ISSUES FOR DECISION

RF

cah Whether to conclude that certain former Soviet Republics

should no longer be considered as "non-Free World" countries for
purposes of permitting foreign assistance procurement from thenm
under a 1961 Presidential determination.

ESSENTIAL FACTORS

On October 11, 1991, you approved a determination that
Eastern Eurcpean countries and Mongolia should no longer be
considered as "non-Free World" countries for purposes of
pernitting foreign assistance procurement from them under a 1961
deternination by President Kennedy. The decision memorandum is
attached at Tab A.

Your October determination recognized that certain
countries, including the Soviet Union, would continue to be
excluded froa procurement eligibility. (The other countries wvere
Afghanistan, Libya, Vietnam, Cuba, Canbodia, lacs, Iraq, Iran,
North Korea, Syria, and the People’s Republic of China). Your
deteraination also recognized that, if warranted by changed
conditions with respect to any of these countries, A.I.D. would
seek a similar foreign policy deternination from the Department.

In viev of the break-up of the Soviet Union, the U.S.
Government has taken a number of steps to support a peaceful

transition toward demecratic institutions and market economies in

the former Soviet Republics. The President on December 25th
proposed conducting full diplomatic relations vith Russia,
Ukraine, Armenia, Byelarus, Kazakhstan, and Kyrgyzstan; and
assistance activities (primarily technical and humanitarian

320 TwenTY-FRST STRITY, NW,, WAREINGTON, D.C. 20523
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assistance) have been initiated by A.I.D. and the Congress
notified accordingly. Those actions are sumnarized in the
Mezorandum attached at Tab B. More recently, the President
decided similarly to move ahead regarding diplomatic relations
with Moldova, Turkmenistan, Uzbekistan, Tajikistan, and
Azerbaijan. 1In this context it no longer makes sense to exclude
these eleven Republics from foreign assistance procurement
eligibility.

RECOMMENDATIONS v _—
That you conclude that the n former Soviet Republics

noted above should no longer be considered as "non-Free World"
countries for the purpose of implementing President Kennedy's

7

DATE ) 633 DA
?%W Zg’ [ ?’ FE": Include Georgia
That thi .\dc rmination will auto t:l(clall ex ond‘to Georgia g

at such time as the United States establishes full diplomatic

relations with it. // /V/

APPROVE DISAPPROVE
DATE DATE
Attachnments:

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

TAB B = Action Memorandum for the A.I1.D. Adnministrator
Approved 1/18/92

GC/LP:RLester {Draft) Date:_2/19/92
A-GC:TGeliger (Draft) Date:_2/20/92
EUR/OSA:PO'nrrcn__LDnm__ Date:_2/20/92
ENE/EUR: DMerrill (Dragt) Date: _2/20/92
GC/EUR:HMorxis______ (Draft) Date: _2/20/92
AA/RED:RBissell —{Draft) Date:_2/21/92
STATE/L/EUR:TBuchwald_(Draft) Date:_2/28/92
STATE/EUR/ISCA/ECON:KVol Date:
STATE/D/EEA:CRufenacht Date:
STATE/S/P:JHannah Date: 2N
STATE/P:C.L.VanVoorst Date:
STATE/C:RWilson__ Date:_ 3.js¢
STATE/EB/IFD/ODF:LMoriarty_ ypJ Date:_3/i/95-
STATE:H:CRAETHER

Drafter:GC/CCM:KFries:DGC RMeighan: FAAFP: 2/7/92:Ext.78332:Revised
2/18/92:Revised 3/2/92
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70; The Deputy Secretary &\ A
THROUGH:  T-Reginald Bartholomew A
BA/A.ZI.D., Mark L. £de )

Ron: M-¥illian p, Rope, Acting >
b/POL, Larry Safers, Acti

SURJECTs Use of Poreign Assistance Act Punds for Procurezent
in Zastemrn European Countries and Mongolia

dSSUES FOR DECTSION

Whether to conclude that certain countries should be
considered as "Free World" countries for purposes of Peraitting
foreign assistance frocurcnnt from thea under g 1961

Presidential deters natien.

LSSENTIAL FACTORS

Section 604(a) of the Foreign Assistance Act of 1963
prohibits use of foreign assistance funds for procuresent outside
the United States unless the President deternines that *gych
Procurezent will not result 4n adverse effects uyou the OCOD°l¥
©f the United States or the industrial modil{sat ‘se®
On October 13, 1961, President Kennedy made a Deternination
pursuant to Section 604(a) to pernit procurezent frea sources
outside the United States vhere the procurenent {s less costly
than procurezent from United States sources. T g 1962
Deterzination suthorized procurenent froa ®3¢sg developed
countries® gonora!l and, under specific e(tculstaneco, froa
selected {ndustrislized eountries. (see Tad 4)

e

' T™his pronidition covers other Foreign Assistance act

procurecent as vell as A.1.D.«financed procureaent, o.q,,
2ilitary and counter-terroriss procurezent, 3In ractics,
hovever, it has at most a negligidle effect in e8¢ other areas.
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President xennedy specified, hovever, that SProcuresent
outside the United States shall be froam Pree World sources, in
Qny case.® eppe, World® has long been construed by A.1.D. to
exclude all countries 1isted {n the Foreign Assistance Act
48 “comaunist® (gection 620(2)), including the Pecple's Repubdlic
©f China, Cuba, Vietnan, the Soviet Union, the Baltic Republies,
Mongolia, and al}l the countries of Zastern Burope, with the

exception of Yugoslavias.

The characterisation Of & nunder ef these countries as *nen-
Free Worid® gor Purposes of Section 604 (8) no longer makes sense
dn viev of their etatus as emserging denocracies and recipients of
A.I.D. assistance. 3n this catogoxz Ve place Poland, Rungary,
Czech and slovak Federal Repudlie, ulgaria, Romania, Albanias,
Mongolia, and nov the Baltic Repudblics. we recoanend that you
c€oncur that these countries should no lenger be considered gs
"non-Free World* vithin the neaning of President Kennedy's
determinatien. This wil}l 8llov thea to participate as eligible
sources for A.1.D.-financed procurezent, as eppropriate.

A.1.D. vould continue to exclude certain countriass froa
procurerent el1igibility because of their status under tre anti-
terrorisn statutes and for other foreign policy reasons. The
countries that wvould rezain excluded are Afghanistan, Libys, the
Soviet Unien, Vietnam, Cubds, Cambodia, Lacs, Iraq, Iran, North
Xorea, Syria, and the People’s Republic of China. 1¢ verranted
by changed conditions vith respect to any of these countrier,
A.I.D. vould seek a sinilar foreign policy deternination £rom the
Department, at the level of Under Secretary for Internationa)
Security Affairs, vith respect to the procurement eligibility of

that country,

President Bush has dele ated to the Secretary of state the
suthority to make deterainations under Section 604(a) with
respect to "procurement under Chapter 1 of Part 3 and Chapter ¢
O©f Part II of the Act® (FAA Development Assistance and Econoaie
$upport Fund sccounts). (£28 Executive Order 12738 of
Decezber 14, 1990, Section 3(3), amending Executive Order 12163).
Such authorhy has been redelegated to the Under Secretary gor
International Security Affairs with res ect to programs undep
Part 11 of the Act (State Dept. Delegation of Authority we. s,
Section 1(a)(1)), and nr 8180 be exercised by you (Section
4(d)). Altheugh that de egation 1s not, technically, needea in
order for you to agree with our rropeud lntcrpnntfou of the
existing Presidentisl Deteraination, it s consistent with such

action.
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RECOMMENDATIONS

That you conclude that Poland, Rungary, Csech and 8lovak
Federal Pepubl{e, Bulgar{as, Romania, Alban 8, Lithuania, Latvia,
Zstonia and Mongelia should no longer be considered as *non-Free
World" countries for purpose of i» lementing President Kennedy's

deternination regardd 7 }oct!o 4(a).
APPROVE ’ DISAPPROVE
OCT 81 191

That you agree that future decisions adout whether & nevly

exerging denocracy ehould be considered part of the "Free Worig®
(a) may be made by the Under Secretary

for purpeses of Section €04 (a
for International S;7ur£ty Affal
APPROVE /,/ / DISAPPROVE

0CT 81 %91

Attachoent:

TAB = Presidential Deterzimation Under
Section 604(a) Dated 10/18/61

y 79 /| fﬁ\5n~4§
Y/,



Clearances;

Sta t./lUR/ltY:‘lyrn.l

State/EAP/CM:RPerito ADraft) —fdate 10/01/9)
State/Ed/1F D/oor, morurw-ﬂum_un_;m
State/INN:IVanWert { —date 10/01/9)

AID/GC: (Acting) O TIUTYS J{Praft) —date_ 9/29/91

:; g/ﬁ;:n: Qd;ll’ln
/AA/FA, (Acting) 130vens iDraft) ——doee— 9/25793
AID/MS/PPEITMurphy (Dragt) — —date9/28/93

EiRFauver:
cec (v/attachnnt)x A/A.1.D., Ronald w. Reskens

GC/CCM:XFries:cac: 1714791 PD!‘MP("orchrtoet) $EXT. 78332

1%

State/D/LEA:RBa ~Ibrage) -date _9/30/91
::::o;‘l.;’mtc\m;ggcmn(n_gu_j..nn:anx date —0/25/91
8te/8/CT: MK (Draft) —tate 20701791
snto;b;pu:n::uoruan_m.nL —fate _9/30/91
—fate 10/15/91
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January 18, 1992

ACTION NEMORANDUM POR THE ADMINISTRATOR

THRU: Acting, AA/OPS, Hovard M. Pryfifer
FROM: AA/EUR, Carol CMAYelman

SUBJECT: Assistance to the Independent States
©f the former Soviet Union: Statutory
Checklist .

Exoblem: To take into consideration relevant
statutory requirements in 1ight of whether Zsr
funds (and DA funds, to the extent such funding
Bay be made available in the future) should be
used to provide technical and other assistance to
support the transitian of the nowlg independent
states of the former Soviet Union into denocratie,
free-market societies, and to help mest the energy
needs of these societies.

Riscussion: The former Soviet Union has undergone
revolutionary changes within the past year which
have resulted in the creation of tvelve
independent states, most of wvhom are loosely
associated in a new Comronwealth of Independent
States. The United States Government has
established diplozatic relations with six of the
former republics of the Soviet Union, namely:
Arzenia, Byelarus, Kazakhstan, Kyrgyzstan, Russia
and Ukraine.

On September 10, 1991, the Secretary of state
signed a deterzination, pursuant te §620(f)(2) of
the Foreign Assistance Act (FAA) of 1961, as
anended, peraitting assistance to the sSoviet
Union. (£ag Tad A.) Pursuant to that
deternination, two Congressional Notifications,
both of vhich expired on Decerzber 20, 1991, were
sent to Congress descridbing twvo Proposed projects
to be ixplemented by A.I.D. (828 Tab B.) These
projects have been designed (1) to encourage the
transforzation of these republics into dexocratic,

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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market-based econozies, and (2) to isprove cncrgy efficiency and
eéncourage energy market reforas in these societies. ESF funds of
$3.2 million for the Democratic and Economic Initiatives Project
and §$1.8 millien for the Energy Efficiency and Market Refora
Project are nov pending authorization and obligation.

Although certain republics of the former Soviet Union vould
norzmally be prohibited froa receiving assistance since each such
republics are indebted to certain U.S. citizens, the State
Department plans to issue on January 18, 1992 a determination
pursuant to §620(c) of the FAA which would permit assistance to
flov to these republics despite this fact. (This determination
shall provide, in substance, that failing to provide assistance
to these nevly 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 ve may proceed with obligating
funds for thess 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 to
proceed 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 DA account, if such
funding is later made available.) 1In fact, you normally take
into consideration a number of conditicns, to the extent that
they may exist, on an annual basis before npproving an allocation
of assistance to specific countries. Hovever, in light of the
fact that the Coordinator's Office wishes to proceed with
izplenenting the proposed projects on an expedited basis, we are
presenting certain issues for your consideration at this tine on

an ad hoc basis.

In order to ensure that all relevant statutory requiresents
have been met, A.I.D. has developed a ®country checklist®,
describing such requirements with particularity. The items on
this checklist have been responded to in sudbstance by the State
Department, and its mezorandua is attached hereto as Tab C. In
the case of the states of the former Soviet Union, only tvo
considerations are relevant in considering wvhether to provide
assistance, and are discussed belov. Please bear in ain4,
however, that statutorily mandated considerations in providing
foreign assistance need only be "take into account®. The mere
existence of such factual considerations does not, 4in and of
itselt, prohibit assistance to the country in question.

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)



(1)

! As of this date, OPIC s in the process of
initiating hegotiations with each of the individual repudblics to
vhom we plan to render assistance to enter into opic investzent
guarantee agreements. Although such negotiaticns are in the
process of being initiated, they have not yet been finalized and,
to date, OPIC has not concluded any bilateral agreements with
these nev repudiics. Thus, in 1ight of the fuct tlat this
process of negotiation has been initiated but not concluded, wve
request you to take this into consideration and perait assistance
to move forwvard as planned.

(2) ¢ According to U.N.
records dated October 31, 1991, the combined arrearage of the
U.S5.S.R., Byelarus, and Ukraine totals $196,376,749.00. Dues
oved to the U.N. regular budget are as follovs: U.8.8.R.
($46,019,313); Byelarus (61,520,157); Ukraine ($5,758,172).
Further, dues are owed for the maintenance of U.N. peace-keeping
forces {n the following amounts: U.8.8.R. (3126,773,350):
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 aArrangenents to pay have not
yet been made. It should also be borne in mind that EsF (and Da)
funded assistance to Albania vas allowed to proceed, despite its
similar arrearages in U.N. dues, based on your consideration of
this facter. Therefore, ve 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
inplenented as expeditiously as pessible.

: That you, by your signature below, take into
consideration the circunstances described above, and approve the
Use of ESF funds (and DA funds to the extent nhecessary in the
future), subject to the availability of such funds, for
assistance to the six states named above. Such assistance wvill
be authorized by separate action, and shall be subject to the
Secretary's determinations under §5620(c) and (£)(2) of the FAA.

Approved:

Disapproved:

Date: __J-/ (-9¢

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)
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Attachennts:
TAB A = Section €20(f) (2) deteraination by the Secretary
IAB B -~ Congressional Notifications
TAB C = state Memorandum dated 1/17/92 re: Statutory Checklist

Clearances:

GC/LP: Rlester ____(phone) __  Date: 1/16/22
AA/LEG: RRandlett __ (draft) —— Date: 4/15/92
ENE/EUR: DMerrill —fdragft) __ ___  Date: 3/12/92
EUR.OSA: PO'Farrell ~fdraft) ____  Date: /18792
GC/EUR: MMorris —ldraft) ___  Date: AL14/92
STATE/EUR/ISCA/ECON: KVolker Jdraft) Date:

STATE/D/EEA: CRufenacht —{BUbSt)  Date:

AA/R&D: RBissell _ﬁ:—f,, Date: 1/18/92
Drafted: GC/EUR, Rumu Sarkar: 1/14/92
U:\CIS.TIC

(UNCLASSIFIED WITHOUT CLASSIFIED ATTACHMENTS)



(A)

(B)

(<)

(D)
(E)

(F)

(G)

(H)

TAB D

INITIAL ENVIRONMENTAL EXAMINATION

The New Independent
States (Armenia)

PROGRAM COUNTRY:

ACTIVITY: Food Systems
Restructuring
Project (Armenia
Agricultural Extension
Collaboration Program)
(Proj. No. 110.0006)

FUNDING: $3,750,000

PERIOD OF FUNDING: FY 1992-1994

Robert F. Barnes, NIS
Task Force

STATEMENT PREPARED BY:

ENVIRONMENTAL ACTION

RECOMMENDED: Categorical Exclusion under A.I.D.
Regulation 22CFR216 Environmental
Procedures 216.2 (c)(1)(ii) and 216.2

(e) (2) (1)
DECISION OF ENVIRONMENTAL OFFICER:

APPROVED: 7;7»»4../ &) ﬁ;/é;

DISAPPROVED:

DATE: Y-22-62_
DECISION OF Tcron/nx TASK FORCE:

Lesle,

APPROVED:

DISAPPROVED:

DATE: $)s)92

r



EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE OF THE
ENVIRONMENTAL IMPACT OF THE POOD 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.

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

ISSUE FOR DECISION

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 FY-91
ESF, a $165 million USDA food aid program, and humsnitarian
assistance programs under a series of DOD suthorities. A more
extensive technical assistance program is in preparation and
8dditional assistance will also follow.

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

-= provide tax and customs exemptions for U.S.-provided
commodities or equipment, and for U.8. nongovernmental
personnel responsible for implementing the assistance
programs;

== provide immunity for USG assistance personnel from criminasl
Jurisdiction of local courts, and from civil jurisdiction
of local courts for official acts;

UNCLASSIFIED
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~= allow USG 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;

-- commit to use commodities, supplies or other property
solely for agreed-upon purposes;

== in ceses in which tha republic is responsible for items
being used for other purposes, to refund their value to the
USG (if the USG deems doing so appropriate); end

-~ provide exemptions for sircraft snd vessels from landing
fees, navigation charges, port charges, tolls, and similar
charg:s.

A draft agreement is attached st Tab A. The text would
cover assistance provided by various USG sgencies, including
USDA and DOD as 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 as:istanco 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. 1In 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.1.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 178 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 agresments
ore 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
negotistions, the conclusion of these agresments would not
itself commit the United States to provide assistance. After
entry into force, each agreement will be reported to the
sppropriate committees of Congress under the usual Case Act
procedures, and H will coordinate 8ny necessary Hill briefings.

UNCLASSIFIED
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The proposed agreements do not require environmental
documentation under eithe: the Nationa) Environmental Policy
Act of 1969, 42 U.5.C. 4321, or Executive Order No. 1211¢
(January 4, 1979). The negotistion 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 negotisting these agreements as appropriate during
his forthcoming trips to the former Soviet Union.

RECOMMENDATION

That you authorize D/CISA (or, as sappropriate, 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 appropriate with other agencies). egot
qnd—cuncl‘nnbmm"Wtb%},_%}gel ¢
Tejikistan; n, tan w
-specificelly—sut
FEB 04 ot Bl
Approve //7L22é2—””—— Disapprove
! L TN .
*z«’tﬂd[u.w '[‘Ném . a
Attachments:
Tab A - Draft Agreement A“w Al ¢,

Tab B - Memorandum of Law fwrrnou'r LIMITATION SHOWN IN REC.
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United States Department of State
Washington, D.C. 20520

MEMORANDUM OF LAW

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

The accompanying Circulsr 175 action memorandum requests
blanket authority to negotiate and conclude agreements with
each of the twelve former Soviet republics (the “countries®)
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 pPersonnel responsible for implomonting
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 USG
representatives to inspect utilization of the assistance, and
to inspect or audit 8ny 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 appropriste); and provide
exemptions for aircraft and vessels from landing fees,
navigation charges, port charges, tolls, and similar charges.

Legal authority to negotiste and conclude the agreements
is provided by the President's constitutional responsibilities
for the conduct of foreign relations (Article I, Section I,
.Clause 1) and the Secretary of State's suthority for the
day-;o-day conduct of foreign relations (22 vu.8.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.® This suthority has been delegated to the Secretary
of sgato by Executive Order No. 12163 (Sept. 29, 1979), as
amended.
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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, EUR and D/EEA.

Toott 7, o Htr
Todd F. Buchwald, Acting

Assistant Legal Adviser for
European and Canadian Affairs

X-629% 1/21/92
Ccleared: L/T:GTaft
L/SFP:LJacobson
L/FPM:SMurphy
Doc. No. 14185 (33)



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

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

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 1
TAXES AND OTHER CHARGES

(a) Commodities, supplies or other property provided or
utilized in connection with United States assistance programs
may be imported into, exzported from, or used in _____ free from
any tariffs, dues, customs duties, import taxes, and other
similar taxzes or charges imposed by ¢+ O any subdivicion
thereot.

(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 tazes imposed by ——— O 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 taoxzes, 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 + OF any
subdivigion thereof.
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ARTICLE II
STATUS OF PERSONNEL

Civilian and military personnel of the United States
Government present in in connection with United States
essistance 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 III
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 audit 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
ysars thereafter.

ARTICLE 1V
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 asnd « I1f 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 United
States dollars to the Government of the Untied States of
America the amount dizoursed for such commodities, supplies, or
other 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.




ARTICLE V
OTHER AGREEMENTS

The Government of the United Btates of America and the
Government of recognize that further arrangements or
agreements may be necessary or desirasble with respect to
particular United States ascistance activities. 1In 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 derogste from the privileges and immunities
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 e 1992,
FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA: [RAME) :



TAB F

{indinq under Section 620(c) of the

Pursuant to section”620(c) of the Poreign Assistance Act of
1961, as amended (the "Act®), section 1-201(a)(12) of Executive
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, Moldova, Russia, Tajikistan,
Turkmenistan, Ukraine, and Uzbekista trary to the
national security.

\W
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PN AT/ &
ACTION MEMORANDUM FOR THE, ADMINISTRATOR

THRU:  AA/OPS, Scon SpangleBYn}

FROM: AA/R&D, Richard Bw
AA/EUR, David N, 1 W

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

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

Discussion: A memorandum to you from the AA/EUR dated January 18, 1992
requested you to "take into account” certain statutorily mandated considerations
before assistance to the newly independent states of the former Soviet Union could
be authorized. Your consideration was limited, at that time, to the following
republics of the former Soviet Union with whom the U.S. was establishing diplomatic
relations: Armenia, Byelarus, Kazakhstan, Kyrgyzstan, Russia and the Ukraine. The
State Department is now establishing full diplomatic relations with the remaining
republics 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 before
assistance to these republics may be authorized.

On September 10, 1991, the Secretary of State signed a determination,
pursuant to §620(f)(2) of the Foreign Assistance Act (FAA) of 1961, as amended,
permitting assistance to flow to the Soviet Union. (See Tab A.) Additionally,
Deputy Secretary Eagleburger made & determination, dated January 20, 1992, under
Section 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 republics
from receiving foreign assistance. This determination provides, in substance, that
failing to provide assistance to these newly formed states is contrary to the national
security of the United States, (See Tab B.) Pursuant to these determinations,
assistance to the individual republics that formerly constituted the Soviet Union may
be 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 and
Economic Initiative Project and the Energy Efficiency and Market Reform Project as
well as developing activities in (2) private sector initiatives, (3) democratic pluralism
initiatives, (4) housing sector reform, (5) bealth care improvement, (6) food systems
restructuring, (7) economic restructuring and financial sector reform, and finally, (8)
making an ESF grant 1o 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 of
law" language in legislation for FY 92, such language is not now applicable to ESF
funds to be used for the NIS. Therefore, certain factors must be "taken into
consideration” by you before these proposed projects may be obligated from the ESF
account (or the DA 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 hoc basis.

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

Section 620(1) of the FAA provides that assistance may be denied if the
recipient country has failed to enter into an investment guaranty agreement with the
United States. As of this date, OPIC is in the process of initiating negotiations with
each of the five individual republics to whom we Plan to render assistance.
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 investment
guarantee 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 fact
that this process of negotiation has been initiated by OPIC but not concluded as of
this 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 the
circumstances described above, and approve the use of ESF funds (and DA funds to

the extent necessary in the future), subject to the availability of such funds, for
assistance to the five republics named above. Such assistance will be authorized by
separate action, and shall be subject to the determinations made pursuant to

§§620(f)(2) and (c) of the FAA.
Approved: /

Disapproved:
Date:3-2A 1~ zcl-

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

Foreign 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 Eederal .

September 10, 1991
Date

James A. Baker, III

Y



JUSTIFICATION FOR THE PRESIDENT'S DETERMINATION
TO REMOVE 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 reccgnized 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 s pluralistic political system.

The fasilure 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 »s 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 Augnst 29 suspending the
activities of the party throughout the Soviet Union and
seizing its assets. Several republics have gone further and
cutlawed the pzrty 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. AsS a reflection of this improvement, the U.S.
Government, while continuing to express its concern at ongoing
human rights abuses, is simultaneocusly 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 KGB, and the USSR Congress of

Peoples' Deputies approved a declaration September S explicitly

enumerating the rights of individuals.

In this environment, OPIC insurance and finsnce 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 Communist 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.



Desar Mr. Chairman:

Section 620(f) of the Foreign Assistance Act of 1961, as
smended, 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 nationsl 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
suthorities, 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 Pell,
Chairman, Committee on Foreign Relations,
United States Senate.
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TAB I

N ]
]
USAID
Assecisie
Admwssirator
for Operanees INTERIM REORGANIZATION
DELEGATION OF AUTHORITY NO. 10
TO: Director of the Task Force for the
Nevly Independent States of the Former Soviet Union
FROM: Associate Administrator for Operations

SUBJECT: General Authorities

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

A. With respect to all former republics of the Soviet Union
(except Latvia, Lithuania, and Estonia), there is delegated to
the Director of the Task Force for the Nevwly Independent States
of the Former Soviet Union all of the authorities delegated to me
froe the Administrator.

B. Any individual designated by the Director of the Task
Force to be the acting Director of the Task Force during the
absence of the Director of the Task Porce is authorized to
perfora the functions delegated hereunder.

C. All references in A.I.D. Handbooks, policy statements,
guidance cables, and regulations to Assistant Administrators
having responsibility for geographic regions shall be deemed to
include the Director of the Task Force.

D. The General Provisions of chapter 1 of Mandbook S apply,
unless provided otherwise in a specific delegation.

E. This Delegation of Authority is effective immediately.

ng
Associate Administrator
for Operations

pate:_3[30[93

120 TOINTY-FIRCT STRIET N W Mgt - DC 20523
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