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(a) 1:pieoaesta t'tL es a 8 reatU4 n itensive roadi& 
~>~'< a r~1bt,uIst~asae prograu 

(b:~>'), 	 potab~le water, supply an'distribution schems ' ona'' ~ 
Mabi*-and: Pun .14w; 

c a reyolva boa Iproveerntlafudt fiasc 
houseoldsf~vg*d4soosal; aud'I. 

00 	 a oest f.sprov<,Rantoliat, b Grand'mse a u 
research~ station.A 

The tatal cost of, inanScing thoe activities, an, asttuatod, SK ~~

" 	 which, will, be' gwaeirati*d uder the Ctr, _186 that' 0'rt h ' 
prioriti o oa the~part of the ,S the Embassy and EDSOIEsk 
wil~l be required over the 'Coming months,. It' ts also possible 
chat ,alteursattve activities say be proposed for finanacing. 

Because of the bne of a resident AID saffU and only a small 
U.S. Eubassy staff (three officers) is Seychelles, it has bees
 
Considered essenttil to financesa cosodtIty, or coamo4tties, ,
 

vhich requires a.,viinurn nuuebr of transactions and whichi
 
imposes the Icast administrte aa aa~mmt burden. The
 
purchase of $2.0 million of sodium fuel oil under the?Y 1982
 
CIP was successfulljy negotiated in a single procreiintctioia,


'and the success and relative as*of implementation of that "
 
program argued stron~gly for' its continuation in T 1983. 

Additional'advantages tsclsadoi (a) sodium fuel oil. ia a high: 

*
 

priority pracuremenL and ,is required to generate electricity for
 
the Seychelles power statios'c M6 funds can be utilized and
 
disbursed quickly; (c~aa injY 1982. the procurement source>
 
will probably be a developing country (Kensaor Uganda); Md the
 
COS cannot identify lata ~purchapes of alternative commodities
 
totalling $2.0' million 'which can be p'rocured' from the U.S Isn
 
the sIhort4.er.o; and (e) minial~ difficulties to complytiag with
 
AID ieS'ulht_1oI fr opeitv procu*umet since- Lhe importer
 
ilsbllCMapany) the Islans, Ltd.) has prior etporioac~lwith
 

the proc'ureent p rocess. It'- is expected that there will be up
 
to three shipmeants of oil: iuSeptember 1967, in Jisnuary 1984,
 

adin Mtay 1984'.
 

The rogr~mA~ovsll~stifiCatios
~proal onPaper (PAT?) was submitted
 
to AID/W on February 25, t983 (Nairobi 5922). State 97600
 
(April 9, 1983) notified IEDSOIESA and the Zabassy of its
approval and5 concurred with preparation of this rogram
 
Assistance Approval Documentv(PMAD) for authorization, by the
 
RtADS,/ZSA irtector. 

7be rogam 4en 
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H.1 Reiurments for Usivers Concurrent vith a
 
oof the; 1'AII,fAID/W approved asourcelo rigiu o I
a -i Ivar, 
Gbiogpbic, Code .000, to 9,41 t6 pervt~t procurement of the 

y ediua fuel oil., from Code. 941 sources;': 
'2) " ~~~ by te.host couatry; ad& ~ w mll mm-l mmlm R w NV' 

(3) the' use -of Coe 43 vessels 'to. transport the'sad tur fve,,l t2 
1km by of he reqostrem*evt, pyiorifianced this grants an.~.4sve or 
~approval of tiusofcharter vessel~s* 

Y ' Legal and Jte~uIatou wV1K~uiremas:, T'he~ " 

Noa~soeotifteation ~vas,,made 'and 'tb* vaitL; I.eg ri d 
k< pv-4qr ft-a 5 1981 nnn.it okjufc. on* An rnnaf 

catego~rical, excl.usion wes approv*d2 concurrent with:yepproval otfV 
the PP (per State*-97600). The Statvtory Checklfsts aIr* 
attache4 as Annex 3.
 

J, lecaendatLon: It is recommended, by UkDS9IBSk and 

authorized" for a TV,14,83 commodity import program for Seychelles. 

It. BACKGOCUND.
 

A. ?olitical Update and U.S. Objectives 

threat* of invasion from exile political groups. was rocked'by 
aserious Army outlay. Although osten'sibly not aimed at Rests 
ovarthro~f. the mutimy underscored kks fr gi * political base In~ 
the, Islands. :,ost Importanty. the mutiny wioanother factor 
vIbi'C' has resultead in decreased tourist reve, es, the mainstay 
@9 Seycetlles' economy. 
In. loveuber 196'i the President announced a major government 
reshuffle, to restorea measure of.'non-algood~' balance in 
Seycheleszexterna1. policies++and to reassure busin~ssuen and-++-'K>+,++++ ++++++++
++-'++++++++
+++++++++i+++++
 
the middle clasa+ +.+ ++that there is a ro1lo for the private sector in++++ + ++++.+++++
+++++?+fl
 

his socialist governent.++++++ + ++++++The Moiister of++ *+++++?+
V > +;++.+ ++ Pnaning end External
 
telatioas has soughtirecently to epphasize Vhis goveramentts


+ ++++ +:++ ?O L+ +i++ii O d ++;++ + + +-2+0+ ,
 

deire for improved relations with the West, in general, and 
withtheUnited States specifically. At the United Nations. the 
GAabsentod itefon sixtwoues of importance to theU.S,. in, 

1,932-3, in marked contrast to previous ,pears when its voting,
pattern against our interests exceeded even those of Libya &ad
 
tbe,0861. Outstandiag, issues. regarding' the U.S. Air force 
ig*tellte tracking,stotion have been quietly dropped., as well as 
chiarges that the U.Sn Inbassy had been0 distribu~ttog propaganda 
inimical to the government's interests. Negotiations haw* also 
biesi Initiated to allow the return of U.S. Navy vessels to 
Seychelles for Fort Call*. 

it 

w 

!~ 

>.i, 4 , 
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the COSational flevelopweat' Plan' (192-86). the U*S. adane 
its interests in a developing couantry which z~gi~ its 
depeidencyq oni tourism aud foreign 'aid and 'rhe conseque~nt value 
of a moderate, non-aligned foreign policy. U.Sec. assistance 'f 
.Will, underpiti these objectives 4nd hopwftsll9l provide 'a basis for 
a longer tern shift in Seychelles' politica'l alignment toward 

vq more In Ila with ,1.S. interests.
 

S 	 B. Government of Seych-alles' SItratell
 

The r a iIg National Development Plan. 1982-1986 states the 
flloiLnag CO$ objectives:.
a 	 . . . 

Liltp__create a nore ~ia3 .cey 

(2) to improve the eeral well-being of~all
 
,, ': -lo's t terms of 'ahigher 1evel of per 

capia income, nutrition, education, health and 
Social Ad~sanceuent'; 

..
 (3) 	to achieve a high degree of self-sufficiency in
 
food production;
 

(4) 	to make optlaun use of available human' aU3
 
physt$cal resources;
 

(5) 	to preserve thv natural enviroament; and
 

(6) 	to broaden the country's overall ecanomic base.
 

To achieve these development objecr~4ves, to 1980;the C0S
 
initiated a restructuring programnbased on the separation of
 
econvaic and vdainstrative functioa6 within the government. To
 
alarge extent, economic functions bave been assumed by fourteen 

parastatel companies and corporationn. According to the 00S, 
separation of economic functions into individual parastatals, 
answerable to thieir ova boards and, in turn, to the 005, enables 
rational decisions to be taken regarding priciiig, staffing, 
iniestment and scale of operations. Generally speaking, the 
productive parastatals are also expected to be fina'rcially 
Independent over the long tarm. During the Plan period, 
however, parastatols are allocated 45% of the proposed 
investnent budgets, reflecting "the isportant role the Government 
accorde the State In the economic and social development of this 
country.' It is the 00$'s fornal position that the 
asLabishhont of parastetals 4oes'not presage any general 
nationalization of private enterprises or imply that there is no 
room. for prIvate enterprige in the future developuent of 
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ychllha !eosphsiu t cioo rivate
 
compan~ies is;bynegotiation o £' fair pris a ,no~t by
 

The Plan estimates Investment requirement* of alwst~ 1200 ' " ~~
 
aillion iuding the 11982-6;period, of vhicb lose ihan $'50
 
Stiltion will.cIout frois 4onesic 'reveues. B iplcation.
 
em provide *o.though
thebalanc the Plan
 
states that Weny *utieate of the,' total. finance~that will'"6
 
available for the couttr developuent programme* bec'omea
 
higbil~conijectural exercise.' Even dio'countiis*8nato 
of ieverl projects' in,the Py dpendence on 
contiued high levels of external. asalatance, 19,14vidi'a 

Foreigp aid f love have' continued to lacrosse inl'recent 'years,

with more thn U30mllion ex~pected int bile has resulted
 
in 04e of the highest per capita assistance figur~s in the vovlif
 
(approximately $500). Groat Britain kand Franc* vie, j1oi raakiug
 
as the largest donor, folloved by a number of other European
countries and, International organitati~ns. Becausio -of, those 
high assistance levels, the C05 has been able to finauncs most of 
Its capital tuvostsent budget an veolt as several recurrent cost 
programs with external resources. Whther o~r not Seychelles
will continue to receive Increased levels in the futvire is' 
uncertain* 

C. Status of 'U.S. Assistance Proarses in Seychelles 

A modest Lilateral AID program In Seychelles was ititsted In FT 
1979 with th~e design and approval of the Food Crops Research 
project (662-0001). Implemented under a conctact with the 
Southeast ConsortLusmfor International Development, (SECID), the 
projectAs focussed an adaptive and applied research on 
Stebeliles' vegetable &ad fruit crops. agricultural exteasion 
and post and plant diseZae'protection and control.f SUCID Is 
providing 'a six of lons- and short-torn technicol-servIcs~ in 
horticulture,. plant pathology. soils science snd.entomoU:?,y,
plus short-tera participant training I.n these fields as well as
 
plant protection ad qusrzatta and agricultural research
 
methodology. 'The SECID contract will expire on MIarch 31. 1964,

and the Project Asststance Completion Date is June 30, 1984.
 
Life-of-project funding s1. ,520.000, wbhtch was provided.

+ incremntally+ +u in 1979,,o ~7Y Y+++1 { !iiF7/ 1981.u i++n +e l0 + + ++
 
++p'~ +:d +i+i+++t + 


+:+O :L P +IP !nFY+P 1960 and + ;+ 
n e+rL6 24+++++;+pl++++ d+,+k ! ? +r li + ++ :i+ ;+i+++


Ini FY 1962 &a ES?, granat 'for a S2.0 million co~aodity import
++;;+?;+++.:+++++;++d0 ++ +?;+:"+~C, h ++ e++ +++ +++ ++Z ;+ ++ ++ +++ + ; ++ :K m~ + ++ 1 8+ , 


programuvas authorized. The ISF vioqtes'have bear, used to date 
+++++++++++++++ +++++++++++P ++++++++ +++ +++N
to procure approximately+++ + +++++ il.8silliopV + +++ :+++of+ + medium.++ + +fuel++ + ++ 

Kenya, which has been delivered in tvo shipments In November 
oil frovi 



o 0 tha t.h 
1,9,82 grant' w~ill be used to fin0aace partially another 'Shipment 

in Septamiber 1983'j'vtb the balAne OftII t sbien financed
f~'the 71F1983 'CIP. Procureaeut -and st~orage arr~a5oments have,%,~

been made through 'Shell '"Couanj of the Islauds Ltd'. 

The t1.0msillion'eqiaoaInecel*&u* 0$nr
;enetd from
0~pethesVofiiantiSecee
0&1 Ofthe f ue@ oil Iinanc*d under the FY 1982 Cip will be ~ 
used by thie COS to finuance; (a) *.st blisha~it of a plamt and 
soils a~ilYais laboatory~ at the Cran'd'Anse r~esearchi station 
(compliment&ry, to tu rood, 1 -rop*7 Usearch pro'jet); ,b upr
tothf,, Islands Do~eloprn ~.f ro'rduction-opn 

__Improvemsents on- Coecivy and Farqtihar islands ,(rold~ _____ _____ 

peoductiou, 'coc.onut and pin'o rioplantation and purchase of 
agricultural 'machinery); ,(cestablisheaent in the Seychelles 
0evtloPaent Bank ofamoetfnfosml riarfrlnd
acquisitions,- (d) road ropzir and reconsrcin.* se 
dralaage and flood coutrollprvmniso ~ution (e)-1yiate 

Plaeau; adi"M Jstallation of a rural patabla'vater supply,system On Aahe.p As' of April 1983, a total of SR '5,600,54,0 
($2,09ad t-tn deposited Ina Separate Special tatcuC o 

'disbarsements will. be completed by September '198A. 

In addition to the Food Crops Research project and the TY 1982 
J+ CIP?,activities have been supported under theAambassador's 

* 	 . :Self-Uelp Fund (489,00 in FY 1982), and one scholarshuip ti tax 
adiaIustration will be financed in TY 1983 	untder the. African 
MeanPover Development project. Catholic Relief Services has been 
administering a PL 480 Utie 11 program for many years; non-fat 
dry mtIk, rice and vegetable oil are provided for school 
~feeding, child feeding at day care centers, not~1LL~ab~t 
c;4 reand gseneral sielfeare (destitute) relief. Kitht ?.ac'4;Corps
Volunteers are vorkInZ In computer proa~rju-'g, "nagenont ) " 
.......... utritiona education, education. and cv 	 .... .neerpig.

U515 also has a modest cultural affairs and~qakcha!;e ; ogrsu.
 

D. )Determination of. con%'diii Prc curoent'-under this CIP 

Ina Januet'i 1983 a"RZDS0ISA t(4 v*Ited S rchejlees o discuti.
+ ++ ++++++ ++++++++ ++++ ++++++I++++ +/++ 	 + ++ ++ +++ + +++ + +++++ +++++++ + + ++ + ++ X++ 	 ++ + ++ ++ +i ?+ ++ + + +++++++ ++ +,++++vtth~the GOS and Embassy Vu1~ehar oi) not (a)I . +++++++++++, ++ +, 	 , [a++a follow'-on+++++++++++++ +++++.. + +++ + + ,+++p + 	 CIP 
'vould'be the aost appropr'isite mode for FY 1983 asessoce and,

if~ so, (b)"Ia li-,ited number of procurernents of' homoceneous 
industrial ccr ag'ricultural comnodittes totalling $20.0 million 
could be ideatified and, subsequ~ntly furniffhed by one or two 
U.S. supplier&. Following discussions with the )tinistry of 
Planning and External 1elattons, he' eTpartase-nt of finance end 
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Ind *try, t1te CentrallBank ofSpycherlesand thoubassy. 
cocldeteaecte purchase of mius fuel-o11, vhich was 

comodii slecedfor procurement uder 'the 1F' 1982 CIP, 

was 

the' 

was. 

... .eychell.s' 1982 Imports ttaled $64 3 
.ls on, and historical trade pattern. .th'.(the
U.S. l0d0es ta t less than t o mi Lt is 
Ioported antnally. representing avery wide 
irange -of goods; 

(2) given the lack of tf~reign exchange o oO1S, 'Als 

itstiraditional pattern of' Impotitj from 
preferred sources for product standardization 
(eog*, Japanese automobijes); 

(3) the COS policy is also to standardize imported
equipment to the maxium extent possible, an4' 
other dvlpdcountries haealriady 
established markets in Seychelles (e.g., the 
Seychelles Electricity Corporation ha* 
standardized on power generators aanufactured 
in the U.K.); and 

. 

;7' 

(4) the C05 has no large-scale capital investment 
projects in the short-ters vhica require
funding of large homogeteouc commodities which 
could be procured in thz U.S. 

With thisa airantenent, the EST funds can be disbursed rapidly; 
the admitistrat~ve burden on the COS, AID and the Embassy is 
mintmized; and it Is probable that the foreign exchange willflow to cith~r Knya or Uganda. both countries which are 
presently recipients of AID assistance. 

* 

As stated above, the COS has again 'r%quested AID to finance 
mAedium fuel oil (KF(,, specifically HVO 180 centistokes. .FO 
180 Cs is substantially cheaper then gasc"(l (diesel) and will 
continue to be used by the Seychelles FElactricity Corporation
(SEC) to Cenerate electricity. The Shell Coaparay of the Islands 
Ltd. has Initalled a 6,000 'HT Lank to store the )IF5, and SEC has 
two storage tanks9 vith capacities of 1,000 HT and 250 HT?. SEC 
has estimated an average annual requirenent of 17.000 HT of MF0,
although consumption projections for 1983-34 nay decreae to 
11,000-16.000 M? given the decline in tourfew. Because of 

].V L - : VV ]V 



recent , In Pic,: oL1o 4i~rlderase aaa o th* mr,iaVa it, is 

a26 ., .... g a t, f inaeapproximately slightly 1*014 thaa a year renrseta haz 
power station. Given the Limt*A total strgecEC~yo 

7,1.50 t and.T the requirement to vamintaiu A reserve. the medium
fuel oil must be deliveredto Seycheli.s...Ln three sh.p..nts 

16 ii rece o.tadecr aui a ui the pri tfoi,+j ,. d diLc' ~oo 

procheaelyi aor e wt a!, pouaino busido-nth arcoutr 


a, ga.6500. Cenersise anolan UacksorVndo botoe ude 

iesads. extends over an area almost as large as Madagascar. 
M(ahe and the two nero islands,aaPraelin ade La DLgue! total 
about 200 Square kilouetfr*-aand account for 98 percent of the 
total population and 45 percent, Of the land area. Until the
 
early -1970'i the isLand's development prooptcts yere limited. A 
few agricultural com e finance riceodtzieg were exported to 


++Seychelle++++++ +s+ 1. a++ ponltuo ao
imports,but in general international economic exchanges were
 
limited.
 

m++idd.-ocueuvryvih 


a' C ' - - - ++++++ Y ++ ++,++KaJoy changes ocevrred vithdevelopment of a tourismt industry,
Shifting the islands to a service-oriented economy.
Agricultural production has accounted for about 7 percent of 
Gross Domestic Product (GDP) Cn recent years and Is relatively 
stegnanto Hanufacturing is linited'to about 50 small-scale
 
operations. Private sector employment coastituted -57 percent of 
the 17,800 people employed in Deceabev 1980. There hao since 
been a decline io the numbor of people in formal eapltuyseat to 
15,500 In June 1982, and public sector employment has bec%.me 
more tipoicasntthan the privatedsector. Large nuabers of school
leavers have been deferred from starting work by inscription in 
th~e National Youth Service (MYS), although the first wave of NYS 

a 7graduates" will enter the Job market In 1983. 

The economy expanded rapidly in the lots 1970's with the growth
In tourism, The Gross Domestic Product, which was SR 366 
nillion'An 1976, rose to SR 799 llfo Ji1979, then levilled
off at iR 930 milLon in 1980 and 1i8. The 1982 figure is not 
yet sv tlable but will have dropped 1lightly, reflecting the 
decline in tourism -inrome. 

Relative 'wo other developing countries, tl. stan-iard of living
is -high. The population growth rate is ony about 2.1 percent 
per annum. The birth care shoved an encouragIng drop-of 3
 

+ + s h +'ai+++ ++?++; :+ ~ +++ +?+' h +P+p l +b h t~ Y h +': + S ; + +; + o 7,++: +points per thousand 14 1982. ++ + t + ++ + +? The current death rate is under 7 
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-<: extern:aul~~lly:acco utl co&tinaini 7une prassre,,tb& is a further'....
itouri auc'di intei as atve, a ffcosAs ad m beenr duephe topst yar ntot8 d on ith r thepristyunaoral 

18.0.00air ~fSi ra e the hf (brreeso.ly ied s a auc h 3opric wearl do91TeCSpho damjrctts ofurther 


______*+1 lernu n sone tiein rao sre:d accoupl ot thiat'erws und r' + setherostbcahe*-ii++ ofrecenetursqurer+_fAcoutercztd abth dowwrdted.Rw ae 


pubpcipty fhelbinglnc i aentsiict ing polec a is.t sliodrglrihsto Seychelles;.he folin e nd16bea ndeclinditof1cu00 R , i; h:l7,of,1962rii c drev oflhirctetlo ee hern op a the " thPo000ntil 1981.sie 1982 tate ahyaOSthrrp
c overo:4 to
toSeycheles;2 :the ng yeaiis decline 72*0e 198 andflloi rt to8+' inc++l 
,9 -s-:v t ttou is el.. c a esgn e Inbe .... 1,.. to 

eaintriy.en tor palas bytaofmajo abot 90n00oriscontinuce 
curencosdt ae Seherls, wupee, hadherevaluation ot 
abe esippnd tfor d e essin. frthe COSa tlunhree qarterj o f 
eane sially ctant at SRy4,800 (t740.O0) 'oThliecli ne: 

I8n thoeeral trae eage mp otewper ois e982sthern 
hain of 1982han ieendue tan omr ion of8 . co r a 1orb1e 

rentuels to secheletill more diff
bewt giculture
 
po enbt ove
*n fnishe siv frhe y difiuto c e veor 
tperiod maret campaign n' er t8"1 r.1o in
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exotearnings 'fola cinnamon crops (aad o)wer*expete 
to ibe higher'in 1982 tChant in 1961. Frozen fish constitutes the 
scond most important exports but~ 1981 statistics indicatea

drop in both the quantity and .alue to only half that of':the
prior year. In spite of sabstanta badk assistance in tie-



foreign
fishing sector, its potential 'for coat-feiedvlomnma 
be lIaited. Because food accounts for about one Sixth of Ra mu 
qports.''the Covernment is ansion oi
food proisucitiou.' Asa* incentive to farmsrs, prices of most 
fertilizers and insecticides were, reduced in June,1982. 

For the past three years, the leveleofde e xpendnur Ln2iture
~has Increased from SK165 million in 12980 to about SR vDO ...... +++ a+ex~~d+ .€.. ragi.ng expani, .++d omest 
increase. With a tightening of foreign aid, it will become 
Increasingly difficult to sustain this level cof development

+ + expeaditure f on donestic sources. Estimated 1983 government
* 	 revenues by voirce projected a 7 percent decrease from 1962 

level, while toital xensfit-ure estim~tes from the all mintstries 
and departrnento\had increased by lZ percent. About one-third of 
the expendituzre estimates can be ctwssified as Irreduciblecomitments for pensions and gratuities, public debt and
centralized payments.
 

The future for Cie Seychelles' economy does not appear to bit
 
* 	brightening. The high level of government expenditure in 1962


increased employment, in the public sector, but privaste 
sector 
employment has decreased, particularly in the tourism sector. 
White inflation slowed in 1981 and 1982, and Seychelles has been
referred to as a middle-income coi.try becauseof a GNP of *,bout

,.400 will firnd it incureasingly difficultper capita, the COS 

to sustain the social aervices enjoyed by the population.
 

The Hstional Developuent Plan (1982-1986i) proposes to stop the
 
current deteriorationi of the economy by diversifying, through


* +greater emphasis on agriculture and fisheries, while at the sane

time supporting tourism. A total iestm of SR 	2.323 million
(at 1982 values) is envisaged. About 26 percent to allocated to

* the production sector, compared with only half that amount in 
the prevLous rolling plan (198l-85). Of the total budget,
utilities are allocated 24 perce t, 18 percent for social 
service and 9 percent for housing. The parastatal sector io 
allocated 45 percent of total planned investment. 

The Developoent ank of Seychiles (bBS) was establtshed in 	 1977 
* 	 to finance projects in agriculture, fisheries, tourism andamall

business. Credit advanced by the DS decl+ned i on SR 11.8
million in 1979 to SR 6.4 aillion 1980 5.8In and''SR million in 

- +Y-:+:-++'ii * +-+i1 	 W' 
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1961., Roveverl,d~uring the firsat nine uonths of 1982, the volume 
\of cosit*eats ( 5R dranat Ic*ly' to ,SK 12 million for~ 153 
Sloans. 140 1983,the DRS is plauntug to extend 'an adtlitional. SR
12 .iUlion in: new laans. Mo~st of the 'loans to'-date have 
supported pro~jects been in the agicuilturasovctor. 

,, ,+++++#++ i++,q+ ++ +,
The Seychelles )I4onetary,,Authority (SSA) assumed responsibility
for *211 Central Gov~t? tLbanking operations in '1982. assuming

the General Accounts and Colectlan accounts which had been
previously heU~ by Barclays Bank,. A progran to modernize the
coiae was completed in 1982. In January 1983, the SMA becAiie 
the Central vlank of Seychelles (CBS5)* 

over 80 percent of all outstanding credit. Durilg,.this quarter,
commercial credit fell by. SR 22 inllioa and deposits declined by
SR 28,uillion. causing a severe liquidity shortage. Thie SNA
attempted to restore stability by raising the~ minimum reserve,
requirements applicabla to-banks from 5 to 7 percent, 'lismiting

all refinancing to priority sectors, sad~ tightening credit to 
parastatals. Credit to parastatela had incretme4 by 200 
percent, to SR 35.1 million, betw2en December 1980 and December 
1981. By.June 1982 it had increased at an al1-time-high of SR 

MIoney supply or currency with the pubikA end in demand deposits
(MI) which had risen from SR 139 million in 1980 to SR 143 
million i 961. dropped to S& 128 for second half ofthe 1962. 
Quasi-money, or time deposits plus savings depositb, showed a
steady decline from SIR~ illian in15 1980 to SK 150 million by

'the end' of 1981-and aifurther decline to 
SR 140 at the close of
l')a2. This meant that hroad money (M2). MI plus quasi-uooy.
fell by more than 8 percent between th*. end o f 1981 and the end
of 1982. It use likely 'chat the money supply, 4efined in its=+!++:++:+++++++i++ +d +++++ supply!= e + :++i+ plusi governmeat4+I+i+++ +H o+++bromedst sense (money plus quasi-money+ +i ++i++ )++ 

+'SA A 4+ deposits. or X(3), had
A 

+::++:+ C++:+ ++o++++:+ +: +* ve +++ + : +?+:?:5+++ + +
 
+ stagnated in 1981 and was likely to show a++Ai A+, * 'idecline in 1982. 

Inflation has slowed oignificantly to the past tvo years,
largely as a res-.1t of the 15 pe~rcent revaluation of the rupee

Ai 
 Malarch 1981,, uhich reduc% d itilces of importod goods. However, 
secondary factors include the Inrdcin fsrc price

controls on all iported goods in AugUat 1981, plus a vage and
 
salary Ircazo imposed for most of 1981. The recessionary
copditIo40 tn much of the private sector also helped slow the,
iaflaition rate which Ud peepkcd at 16.2 percent in May 1981. 
The avrge rate of .nflarionn1992 was only 0.4 percent. In
1980 retail prices rose 13.5 percent over the 12 troths. but had 
dvopped suastant.'ally. :to 5.8 percent, hy 1981. 



~<~ Economic ProgSroa Justtif tion~.~.~ 

(a- xpendituies 

Government~ intends V.) purs; e a careful and~retrictt,e approach 
to public explindituron generti. IKlun etting :eedi.tr* 
allor-ations this ye~r, th Gvenet will~purcusu apolicy ,ooff, 
sxue fficiency in the publicservicq. and wil eas ,that 

the costs of the various services areb src onrl I.ne 

Thfollowing~ tabi ,prosents thet982 approved expenditures iaid 

t he 1983 estimates s#, pro*sented . tnot approved) for the major
Government'dapartuents and ministries. Caution should be 
ex~rcI~sed to evaltuting t 6* estimates for 1983. For example:. In 
laie 1982, a neti Ministry of National,Development was craatkA 
with three departments: Lands, Physical Plsaningand Survey;
Infrastructure; *ad Agricuture. The 1983 prtsented estimates 
only ailocate an Initial quasrter figure of SR 5 milioni. Upon
inquiry, however, Lt use stated 'toat the fial request vould be 

~about 'SR 22.2 'million. of which SR 14.7 'ulitoa would be fcr 
agriculture and SR 7.5 milion for lands, pliysic~l plapnntg aud4*/7 suarvey. It would appear that this increase of SR 17.2 million 
will have' zo be dravn from the General Coatiageuc7 (SK 22 

/million In 1982) or from Coutralted, Paynents. 

The@ various ninistctes and departmencx received 1982 approved
 
entieates oft SK 262 miltion. The largest sh~are of the total 
bulg~et, 30 percen., was ollocated to Zducat! n and Informatiowni-
The next most Loportant axniutries wier. Youri and D~f*ase, vith 
20 percent, and Health, whtzh received U6 percent. It appears

that there will,be little chings In the sh4re of the propo~oid

1983 expenditures aflocatid to these major c~tegories.*' 

Ponsior4 and gratuities were approved for Si 14 million in 1982; 
in 19f.#3 only St 11 amItion aa3 requested. The publitc debt is 
*xpoved to double, from SK '&S.5 million 1.6 1'42 to SK 39 
mail;,c In 1983. Centralized payments reprostttd 28 perient o 

... total' '1982 approved expenditures, which &mounted to SI 409
 
million or almost t63 lV on.
 

(b ituources
 

in 1982 collection o~f import. *ad excise duties contributed 39 
percautQ(f total revenue. Incooo tax was the second largest/ 
source, representing 24 perzent of the total; oat third vas 
collected from compaiies and ,corporatebodies and the remaindr:1
 

Poi~la from 



ESTI4ATES OF RECURRE';Z EXPE'£)[tURE 

SI 000's 

Cateory red.3 . Pre Sent C-4 
Et "%t~e 3sti-i~te% 

1.962 1 M3 

Prpsi.ent' s off1,:e an household 5,320 6,911 

DepIrtme-It of I'I ni st rar.ion 6.439 7,549 

D -; rt'I.:en ?. f traniport 2,000 3.500 

rt-.e.'. 'f n :1n j!it ry 15.992 30,833 

D...r. , f le.;al afftirs 1,931 2,14-8 

bu!i,-£ .ry 2,100 2,556 

._, =: .of audit 840 840 

tnn. -try of ,ducitio-_ ind in o,-ma.'- _ 79,435 80,000 

r! it ions 

7.. ; r 7 f1 !br r SOcil secuirity 3,784 3.360 

i 7-1t : rv -f health I.40.954 40,954 

i[ .7.i1 r', -f it on -,. 1 ,' e o < e ¢ - 5 ,0 0 0 

HL-i, of Airtc.u ture 10,827 -

XI f forf .. f -I.t,05 

M!n. of plmrnln aneop.-t 14, 318 

Xii. of trini ort .n.t civil 20 '46 

Su Total 262.057 245,.45 

Pensions 4n! gratuities 13,908 11,210 

Public debt 18,473 33,952 

Centralized payments 114,155 143,30) 

Grand Tota.591 4 3,908 
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ala3thoug~h the-goods mudT.uervicesu accouut, suffered the largest 
recorded qviarterly, oeficit. Rvoover, th L sc offset by: 
Ifos uate preseil~ ned piat capital of RS 42 m.illion. The 
faslihtly more optimistic outlook;'
 

export receipts reached tho highest level of the year and 
torisn receipts improvedover teo previousr to quarters.
 

nhis budget address for 1983 President ln* said, 'There is n 
urgent need to reduce the balance of'pays~ats deficit and the 
level of Government borrowing." Recentl*,the COS ha's met its 
balance of payments problem by undertaking a marked increse in 

foreign4ebt. In the past three yearsforeign Aebt has move 
than doubled, from SR 135 million in 1980 toSK 301 millio in 

01982. 
 In 1980 total export *arnings, which are dominatedby 
revenues from touriio, were sufficiently high, Si 365 mllo, 

export earnings alona down by 13 percent and slortiatio o
 
payments Jst starting, the debt service ratio was only I 
porcent. The ajor change--has occurred in the past two years. 

-- so-thatted ceatservoc'Sta. vAatni oLite *tI,;"198he. di tBetween 1981 and 1982, export earning roppedbyO23 percent and 
Interest plus a dorei:at"on onforeign loans tripled so that the 
debt servic(ratio rose to 3 percent. Evenif the nubers of 

" tourists in 1983 Increase by 10 percent and the average per 
capta revenuefrom tourists remains at i M# levels, and with 4n 
estimated increase of SR 5 million in domestic exports, the debt 
serice ratio will rise to about 8 percnt. The full impact of 
the substantial rise' in foreign debt will be felt in 1983, with 
amortization payments and interest rising to SR 21. million. If 
one could assume that Syclelle rwould not need to incur 
additional foreign debt after 1982. the debt service ratio could 

"then remain stable (see Table). 

(a) Current Account
 

(1) foreign Earnings 

Foreign exchange receipts present a deteriorating picture. In 
1980 total receipts vere 'SR 598 million; by 1981 there had been 
an 8 percent drop due to a decrease In both domestic export 
earnings and tourism receipts. Although final figures for the? 
fourth quarter of 1982 are not yet available. assuming the total 
receipts for the year were about SR 480 million, this represents 
a drop of about 13 percent from 1981o 

By far the zost important factor in the foreign exchange 
situation is the income earned froultourism, which contributes 
over half of foreign earnings. In the peak year of 1979 a 



(January 1913) 

I. National Debt 

Ano ti-ts 
Out stn!ng 

1950 

SR Million 

1981 

(end of 

1982 

year) 

Local. 103.8 72.0 98.0 

Foret, n 135.'t 190.7 300.9 

Total 239.2 262.7 398.8 

11I. Intce st .er:'icinz --. 1 -.' 

SR ,H 11 .1 ('. pe r Iod) 

:89 I1 1 1982 

On local debt 5.48 5.74 8.06 

On forei,n debt .75 2.05 5.62 

II . 

Total 6.23 

A7t- ni 

S? illion 

1910 

7.79 

,:f Loans Dc 

(during period) 

1981 

13.68 

1982 

Loca I* 

Foreifn 

*Not available 

0.53 1.86 

IV. Forel ;n flf i - ,-I Loan , 

S;" .illion :durIn, 

Drarn 

pc riod) 

19CO 1981 1982 

Cash Loans 16.2 34.5 65.8 

Other a 20.8
(X) 

44. 3 

Total 55.3 110.1 

(M) 1xcL.-jcs SR 29 .jr4.nby S!I% 



1982 

V. Debt Service Ratio
 

SR Million (during period)
 

1980 1981 


Interest Plus anortiza
2.58 7.48
tion on f r,.Ign loanD 


Total c,.'tr: tarnn; s 365.5 322.1 247.6
 
.( t nc .- ta.jori =) 

0.8z 3.02
Debt-s.i ratio 

VI . riar.,ar 7 t t Service Ratior 

i90 3 19'i 19 5 1986 1987
 

6.05 6.96Inter est 6. 7.05 6.42 

19.60Principal due 15.0' 17.63 19.5 19.55 

Total 21.40 25.6P 26.55 26.51 26.02
 

Assuapt ions:
 

19 12+13. 15s 25Z 15% 10 

Rezurns fro= 

Tour',! 245 282 352 405 445 

Export c :nlSn;,s 30 35 ._00 45 50 

t 2 5 317 392 4So 495 

Debt st:-rvi c e 7. 6"- S.lZ 6.8Z 

ratio (est.)
 

Not'%: A stu-; or. 1. ht no ne .e't i11 be incurred in 1993 (or 

aft,.r) i h not realistic, so !ebt -ervice ratios not carrie! 
bey-o1'I 9 5. 

To-:: ci -n i- b s e ! i n pe r c ,n t c ~ncr e a-.e - n n-u-Oers of ltourist

not ± after I .rea relatively conscr,'v:,.Iv , -%s Is , re for 

avCr.1 C per tourist (S*. .,1700 or iver.i'e froa 19F2) 

Export earnin,-s are expected to rise I)y '? 5M por annun. 

http:r,'v:,.Iv
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t 0ourist Tor from Afrian ouries1
boua16 percent1rii te.of the tolsr r8resa
althruh Ava n vistors, beekomin
 
incJeasny 1 Importhn, wl i
probably nxc9ed Afrcan visier n
 

1hou2d bm balancetgist amhent nt effo.ct of theoppge
 
total market.
 

Export proceed s channelled throuh the backincsyrtem ro tK
 
l ilion in the fourth quaterof 1982 but for the yearte
 

total exsoi d arins hea re e ro ahd
vent perant decrease 

p yearoevr, onainugthe steady declne stse c978
ahen
 
export earn s ere ailost double the 1t9o2 f guroe b 'ea
 

In the third quarter of 192 payents abroad on curret account
 

woie the illion, mat gSnaly core than the previou quarter.
 

~~The "fourth quarter,,was expected :to record a decrease from the"
 
.account for motalayurntn anports
over 65 percent of curront p
9xecethre pior'quarterstottam3 due to. the lowered1982. level
inteforhqatro7mllion u of Imports,whc
o teya'
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The steadily worseniig p.ition of .the u cureat account from 
1.977, when it showe4- a deficit of SK 2.4 mLLIon, 6* 1981, when* 
it rece SR 164,million,, should be pted.4 Figuresare not yet
 
avaiable: ro for 1982 ,r s "-I',but the following table. Sunseraof Exchang.
 
ZecorA, Indicate* ;hat, further weakening of the not cuzrrent
 
account is expected in 1982.0~
 

External loans utilized by the Government reached their peak i.
 
*Vail&: t nary of Exchange,1980. The most Important source was Great' Britain which
 
provided both a development loan and resources through the'
 
Comeonvesith Dt velopent Corporations Germany and China also
 
made llma(b)aloan funds availableCaptachin 1981.
accountOn the mltilatoral side,
 

ro po9 md o. More
 
recent loans, have been obtained from the Abu Dhabi Fund *ad
 
NADIA (Aeiib Bank). Official.capital inf lows in 1982 were
 
expected, to total about SR 94 million, an Increase ovr the SR
 
83 million total for the pioor year.. .
 

As shown in the debt-servicing tables, due to conservative 
financial management in the past,interest plus amortlation on 
foreign loans only became a significant factor in 1982 when SR 
7.. million was due; but by 1963 this figure wl 0 .alaost triple 
to SI 21 millon. At this level it will be close to the amouat 
earned by domestic exports in 1982. 

Net private Investment in the second and third quarters of 1982
 
wasdabour SR 15 million, but vent almost entirely into the hotel
 
industry. With the completion of one major new hotel andtbe
 
stoppage, prior to its Loplaton, of another hotel (due to
 
fiaucial problems), it s unlikely that recent favorable
 
private investmntjnflowv, will continue.
 

Commsercial banks recorded an Increase in their assets in 1980 of
 
about SR 13 million; by 1981 this had turned into a lose, or 
drop, of SR 19 million. Final figures for 1982 are not 
available, but in the third quarter there was a major decline io 
commercial bank deposits (by SR 28 million) accomp.f~ted by a~ 
decrease of SR 22 million in credit which caused a stir
 
liquidity shortage 

IV. PROPOSED USE 0? LOCAL CURRENCY GESERATIONS
 

aAs ?roposed Areas of Concentration
 

Based on discussions with the fliniatry of Planning and External
 
Relations, the Embassy and REDSOIESA have preliminarily been
 
requested to tonsider support for several development
 



1i6\19ye61 19920.1982 

of which
 

:1 r:;:' ~ l 
'

' 1 111(ll(lJ)I I!(II Ig j(O ) : 7 

D1 196 - -3 40 - 48 -107 

)_c i' 9 10 30 25 25 1 3
 

no6 3 - O 1 5
0 -7 1 13 10k 

Klau tcreaesig inicatsI resrve
 

Noit -'64abl -l2e-2t3.-0 -0 4 46 -7
 

reerves'- - 5 ( 3) 13 ( 20 5) 2 




thePY19.13CITgertaionsl currency rt~ etabisment;o 

piertescon the Sr 1of milionSeite vi be ale le as 
wilbnnerequired over the coin moths. 

A summary of the p.oposed activiies and their local currency
 
implementation costs follows:
 

itltLo .. n---1 .ec evlps~ 	 ~tvcyheben (a) Mahe road maintenance SR 6.0amillion 
program per yeargraoy-oeedIh 30 	 wbc'ilbSl slon
milli 	 vial
 

(b) 	 Mahe &ad Praslin potable water $.5 million 
supply and ditribution e 

c. 	 o a a. -- uad--df...or-househ*Id . 0. on 
-saevage- -	 disposal 

(d) 	 improveoents atnthe Grand 1.6 million
 
Anse agricultural research
 
station_____
 

Total S& 99.3 million
 

It La tmportant to urte that each development activity has beeu 
designed fortoplemeutation commensurate with the availability 
of funds from one or more financing sources.including the GOS'e 
or, Qnnual operating and investment budets. In this way. AID's 
t2.0 million in local currency genratins (SR 13.0 tillon) can 
be used to finance one or more ctivitirs and/or partially 
finance several activities. 

5. Suamarl Descri tious of Proposed Activities
 

I. 	 rahe Road olaienante Pra (SR 6.0 million 
equas 192'3.00 per' yeary 

A combination of avier-thaa-noru'al rains over the past tvo
 
years ani increasingly heavy vehf~cular traffic (both in numbers
 
andilveight) have resulted In a eriously deteriorating

roadsystto on Mahe. The Hinistlky of Transport has recently been 
concentrating on emergency par~hwork, but recognize* that a 
full-scAle, long-tere rood =aLnrenance Prosra muit 'be 
isplemeated to 'lower yearly xrecurrent uaiaten~nce costs, prolong
vehicle life and toprove road safety. The Ministry has,

therefore, prepared a road maintenence plan (June L981) which
 
details rolling (annual) antenance requirecents" for
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different categories of roads (major arteries, *nIo reis
 
rural road* and earth roads) The plan establish*e zlor ttes 
for.nroad 4ections on abe which will require short-term 
maintenance (minorLeriovement) and/or long-tern0 
rehabilitetion. The latter category includes those roads which 
have nov exceeded their design life and which will require major 
reconstruction, including replacemeat of foundations, 
ede-woalltg *ad resurfacing. 

The hn ntry
of Transport contracts with Works 
aeterpris3 Ltd./
*Civil Construction (a COS parastatal) for bitumen work,. but 
solicits tenders from private contractors for \-lasting, drinaage
and bridge work. The Ministry has estimated th * SR 10.0 
million will be required on a yearly basis to upditanke its 
rolling maintenance plan. Of this amounat, the Hin's try 

4.0 milionnrom the
 
aCOS 
 19.84 	budget ad requests that A16 consider contributing the
balance of SK 6.0Oaillion.
 

Iplmegatation of the Ministry's rolling naintenatio plan has 
been Initiated with the allocation of SR 6.27 million from the 
FY 1982 C local currency generations. An estimated seven 
maintenance activities will be undertaken, Including major and 
minor road rehabilitation and flood and store drainage control 
works. The next highest priority is reconstruction of the major
arterial section between the airport and Anse Royal, linking
Victoria with the south and west coasts of')Ihe. It Is probable
that the Hinistry of Planning and External Relations will 
request an allocation of local currency geaterations to finance a 
portiun of the total cost of undertaking this road work.
 

2.1 	 )ahe and Proslin Potable Water Supply and 
Distributlon (SR 84.5 million equals $13.0 
million) 

In an effort to improve the population's health and economic 
productivity and to attain the goal of the International Water 
Decade to provi e safe water to the popolaios by 1990, the 
Seychelles Water Authority Ltd. (SWAL) has plAnned a
 
comprehensive progras to convert and/or expand-the reticulation
 
slstems on Mlahe and Praslin to provide treated water. The 
progra includes a number of discrete systems on Mahie. one of 
which Is being financed under the FT 1982 CIP. Each schoe 
involves the construction of a smell barrage from the stress 
source, installarion of a small-scale treatment facility (grit

tank and filter) k water storage tank and3 distribution to the 
consumer (househl., school, clinic, etc.). The schemes are 
designed to be 95 gravity-fed to nintize pumptng requirements. 

..
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phose will include tapping surface and groun4water sources and '' 
iua'alling a piped di stAbution syse. The second phase will 

of Phase Iis Sk 3140 million of which SK 7-, . ilon willbe 
p~rovided by Japan for 1be prcuemnte ofJoto he rqie
ma~erials adequipm n . -Th~e lne :Sr2r20 mlinml 
be for primarily locail costs, q requirtI%*t sihich ezceeods$VMAL's 
budgetsry availabilities. It J s tuportsatltQ uqote'that SMAL's 
recurreat operating and maintenamEe costs associated with 
improving Seychelle a vater supply and distribution are mot by4 

. .~. 3, Loan fund for-Household Sewag Dispoaof
 

.his proposed activity represents the nest critical eouponent of 
th. African Development Fund-financed 'Greater Victoria Sewerage 
Project." Under the term of an 'ADF loan totaling t-12.2 
million (AD*: $8.0 an.; GOS$442 a.) signed in December 1981, 
approximately 7,000 urban households will be prov ,d vith
 
access to vaterhorue *ewage disposal. Scheduled to start in 
)ayrJune 1983 with th arrival of the contractor, the AD? 
 . V 

project will 'Include expanding the capacity of the existing 
sevage treatimenti works and p mpng stations, laying main sewer 
lines and extending 'sewer lines from the main to the 

rhouseholoer'
property line.
 

The G0SISUAL has requested coaplc>atsry AID capitalization of a 
revolving loan fund for householde.s to connect their 'houses to 
'the seer lines. The loan fund mill be administered b7 the 
Seychelles Housing Development Corporation, using th; same " 

procedures and torms which are presently in effect for Long-toe
home improvement loans.' A householder vil use the loan funds 
to purchase the required fittings and either install them
 
hiselif or contract with a P rivate firs for th~lir installatton. 
In both cases, design and construction standards will be
 
enforced by StAL, which will supervise and 'inspect all 
installations. SAL estimates that the average cost of 
installing or modifying a household sewerage system will be SK 
'1,000 (il3.85). For 7,000 households. the loan fund Zhould be 
captaltzed at.SK 7.0 million. SWAL's recurrent operating and 
maintenance cost associated with the 'sewerage systoe will be 
financed totally with recurrent revenue from user charges.
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h. 	 IOpropeentss at, the Grand An** Agtriculture
 

'eseur h Sa. n (SR 1 . qumals
tio 	 ,t-ton

1276,000) 	 ' 

As a result of the COS'S ministerial reorganization in 'November 
1982, 1,he forner '4inLstry of Agricuitture and Land Use Is nowi the 

'"44,..-'-. 23 +primary functonal department vithin the newvinistry of
 
'National Devaei~psenc'. The Chief 'Agricultural Research and
 

e
Development Officerpooinl present to the Ministry fproposal for.
 
modernlzation 'of the, Cornd Anse research station. Inpra.ents
 
would Include innttllation of +
arimeter feneund sm....-scale
 
Irrigation system, 9asvIO ais rocureavat o-* o Additional
 
agricultural achrery and Co pick-ups to replace deadltued
 

* 	vehicles. Support of this &ctiv icy Vqu id ,_rqo ev_ 
Implementation of the on-;%oLag Food Crops Research project.
In conclusion, th~e sholved' described activities have been' 
discussed vith theimplementation agencies and with the Ministry
of Planning and External Relations. It Is,p~,sible~however. 
that COS priorities may shift between the time of authorizetion 
of this CIP and the tine when the local currency generation* are 
on deposit for allocation. These activities, therefore, wz 
subjec to modification and/or replaceentvith alternativ 
activities for local currency financing. Any suchpropos.4 
modification and/or replaceet would require RDSO/eSA'4 prio r,
 
approval.
 

V. PROCRAM IIMPLEMENITATION
 

A. Procurement and Contrect Arrangdements
 

As discussed in Sectfn 11.0., approximately 10,000 MT of sedius
 
fuel oil viLl be itd-finauhed under this CII'.' Pursuant to
 
authorization fro AID/sSthate 86361). procurement will be
 
competitively negoroitedwith the local affiliates of seven
 
multinational oil supplters (Caltax Mobil, Esso Shell, V.
 
Total and 4ip) which arn incorporated in Kenya. Shell Company
 
of the Islands, Ltd. will set asa et for the COS inef(cting

the procurement. The suppliere will provide price quotations
 
for shipments from Hombasa or other Code 941 source which will
 
be CIl Vittoria. Seychelles. The RDSO/SA Supply Management
 
Advisor has assisted withpre.paraton of the Request for
 
Quotations and will oversee the negotiated procurement. A
 
sourcot/origin wsivtr to permit the procurement 'of the medium
 
fuel oil from Codi 941 countries was approved concurrently with
 
approval of the PAtP.
 

The contract between the COS and the selected supplier of the
 
MPG will bea reviewed and approved by REDSO/ESA., AID'* standard
 
Commodity Financing Procedures, as set forth In Regulation 1,
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Li' 	 At isanticipated that the rjX l983 funding will be provided by 
fleas of 'ir aesndment to the FY 1982 Commodity Import Grant 
Agreement as th. commodity to be financed is the *ame* and most
ofhth. terus and conditions for use of the funds 

hS. 	 identical to tooe under the FY 1982 program. Although an 
tnfotmal usAerstsndtcg has been rTeached with the COS on proposed 
uses "of thb ioc*l curoncy generations, the specific uses will 
be subject to AID reviev and approval as provided in the grant 
agr:e:::,: reeeat require the:: provisions vill also 

ea ta 0th special accouat for local currency p.. ce0e9 
development activties financed from; th accoust will be 

'subject tc audit and inspection. 

etiWTo 	tillieon for tt'e CI? will be, obligatedtfcloving AIDIV 
advice. ch9 the Congreissional Notification and Apportionmet
 

Request 	processes have been completed. ~ 
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3A(I)- -COUNTRY CHECKLIST
 

The critaris listed In Fart A are applicable $*eserally to FAA funds, and 
should be used irrespective of the program' s funding source. In Fart B 
a distinction rs made betweten the criteria applicable to Economic Support
Funds and the criteria applicable to.Deveopet Assistance. Selection 
of the appropriate criteria will depend on the funding source for the 
program. 

A. CENERAL CRITERIA FOR COUITRIY 

1. 	 FAA See. 481; Second CR FY S3 Sec, 133.
 
mas it been determined hht the government
 
of recipient country has failed to take
 
adequate steps to prevent narcotics drugs
 
and otherr- contro sub stances s_ df-af ile d
olle&d lse(.a 
by the Comprehensive Dru~g Abuse Prevention No. 
and Control Act of 1970) produced or 
processed, ip.whole or In part, in such 
country, or transported through such country. 
from being sold Illegally"v"ithiL the 
jurisdiction of such counr.ry to U.S. Govern
nent personnel or their dependents, or from 
entering the U.S. unliwfully? 

2. 	 FAA Sec. 620(c). If assistance is to a
 
government, is the government liable as
 
debtor or unconditional guarantor on any
 
debt to. a U.S..,citizen for goods or services
 
furnished or ordered where (a) such ciLizen
 
has exhausted svailable legal anI
-ceuedLes go.
(b) debt is not denied 6r contested by such
 
governuent?
 

3. 	 FAA Sec. 602(e)(1). If assistance is to a
 
government, has It (includLnj government
 
agencies or subdivisions) taken any action
 
which has the effect of nationalizing,
 
expropriating, or otherwise seizing
 
ownership or control or property of U.S.
 
citizens or entities beneficially owned
 
by then without taking steps to discharge No.
 
its obligation toward such citizens or
 
entities?
 

4. 	 FAA Sec. 620(f); FY 82 App. Act Secs.
 
512 and 513. Is recipient country a
 
Communist country? Will assistance be
 
provided to the Democratic Republic of
 
Vietnam (North Vietnam). South No.
 
Vietnam, Cambodia, or Laos?
 

http:counr.ry


5. FAA Sec. 602(1) Nasthe country
permitted, or failed to take adequate
 
measures to prevent, the dI&aage 
or

destruction, 
property? 

by ,mob action of U.S. No. 

6. FAA Sec. 620(1). If the country has 
faled to institute the Investment 
guaranty program for the specific
risks of expropriations- inconverti-
bility or confiscation, has the AID
Administrator within the Past year
considered denying assistance to 
such government for this reason? 

Yes. See Taking into 
Consideration Memoran
'Aum from Van 0raC
toteAm~gtrm ,C 
dated 1/23/S3. 

Protective Act. Sec* I country~

has sezd orImposed any penalty

or sanction against, any U.S. 
fishing tsychels has not seized
activities In International waters, 
 or Imposed Penalties or
 

has ny bysanctions
edutionreqire against U.S.
 a.ded h s an
cti n re uire byfishing Activities inFishermen's Protective Act been 
 International water*. See
made? 
 Taking Into Consideration
 , o.* ."S "'
b. has complete : denial of assist-% '; . ,: ,< .: ;, ; ., 
 -,, - -: : ;- + .,.IIi; ,
Memorandum, Van Ormsn, CC
ance been considered by AID 
 to the Administrator,Administrator? 
 dated 1/28/83
 

S. FAA Sec. 620(g): FT"2 App. Act
 
Sec. 517. (a) Is the recipient (a) No.
 
contry In default for more than
 
six months on interest or
 
principal of any AID loan
 
to that country? (b) Is (b) No.
 
country more than one year in
 
default on Interest or principal
 
On any U.S. loan made pursuant to
 
program for which the appropriation

bill appropriates funds?
 

9. 
 FAASec. 6 2 0(s). Uhat percentage Level of militaryof country budget is for military expenditures were taken
expenditures? 
 Hov much of foreign into consideration byexchange resources spent 
on military Administrator in the
 
SIequipment? 
 Hov ouch spent for the 
 mesorandun of 1/28/83,
purchase of sophisticated weapons 
 supra.


systems? Has the Administrator 
taken Into consideration the amount 
of foreign exchange or other resources 
which the country has spent on mlit
tary equipment? 



re. ; IHas the country d 
r,~i evere 41 pl@matic relatLoas.Vith 

Uh aitedStates?It ol,'have they 
been resumed sad hawve e bilaceri l 

assicane. agreements been negotiated 
and entered Into since such resumption? 

11. 	 FAA Sc. 620(u. What Is the payment 
status of the country's U.S. obligations? 
If the country isin arrears, were suchr 

• r.abttdby.n -,an- Ury fo
 arrearage taken into account by the AID 

Administrator In determining the current 

AID Operational Tear ludget? 


JoeeutonYoXn 	 ni~dao tu
 

12. 	 FAA Sec. 620A; T 82 App. Act Sec. 520. 
Has the country granted sanctuary from 

- ,-proseut-on r -t a n nd vIua - or--egroupha 
which has committed an act of intern.-
tional terrorism? Has the country aided 
or abetted, by grantLin sanctuary fro*
 
roaecution to, any Individual or group 

which has comitteda ar crime? 

13. 	 FAA Soc. 669, 670._ Has th country, after 
August 3. 1977. delivered or received 
nuclear enrichment or reprocessing
 
equipment, materials, or techolo-y, 
without specified arrangements or safe
guards? Has it transforred a nuclear 
explosive device to a non-nuclear 
weapon state, or if such a state, either 
received or detonated a nuclear explosive 
device, after August 3, 1977?

14. 	 ISOCA of 1981, Sec. 720. Was the country 
represented at the meeting of Mtinister* 
of foreign Affair* and Heads of Delega-
tions of the Non-Aligned countries to 
the 36th Ceneral Session of the General 
Assembly of the U.N. of Sept. 25 and 28, 
1981, and failed to disassociate itself 
from the communique issued? If so. has 
the President taken it Into account? 

L
 

no.
 

The ctatus of
 
oeyolins eN
 

considered by the
 
Administrator in
 
the mono of 
1/2883, supra. 

O
go.
 

No. 

The position of 
the COS on this 
notter has been5 
taken LutG
 
account by the
 
Administrator.
 
Taking 	Into Con
aideration Heo
 
of 1/28183.
 



. i. Indicatethat thecn has engaged 
b. FAAI CSIecIA 531 COsNtheAsitac 

. receoie assppotndsstc 

r~ ~~i.. .oi a consiten ten of~dg~lsli''ross {@~i 

g..ramelin acordanceTwit poic ofo 

c.FAA Sec . 609 . If com odities 
are to be granted s o tha~t sale 
proceeds will accrue to therecipientcountry have Special 
Account (cOunterpart) arranDemets 
been maed 

Yes. 

2. Development Assistance Country 

Criteria 

a* FAA Sec. 102(c),. (d). Hlecriteria beeestablihed, and taken 

lot ccount, to &goes commitment 
and proressof country in effecI
rely Involving the poor in develop
meat Son uch indexes a s : (1) small
farm lbor intensive agriculture,... 
(2) reduced oinfant or litb (3) 

.... 

population growth, (4) equality of
income diastribution, and 

N/A. 

~(5). 

~made 

uneoploynent. 
b. FAA Sec. 116. Can it be demons
tret=4 that ontemplated assial ce 

illpdirectly benefit the needl 
If not has the Department of State 

findings which Indicate that 
.this government has engaged in a 
consistent pattern of gross voltinos f Internationally recognized /A 

human rights? fi 



.3A(2) MONPROJECT ASSISTANCE CHECKLIST 

The criteria listed In PArt A are applicable gfinerally to FAA funde, and 
should' be used Irrespective of the program's funding source. In, Part 5 a 
distinction is made .between the criteria applicable to Economic Support 
funds sad the criteria applicable-.to Development Assistance. Selection 
of the appropriate crteria wil depend on the funding source for the 
program* 

CROSS-REFEREN(CES: IS COUNTRY CHECKLIST UP TO DATE? IDENTIFY.
 
HAS STANDARP ITEM CHECKLIST BEEN REVIEW"ED?
 

A. GENERAL CRITERIA FOR UIGN ROJECT ASSISTANCE,
 

V~~~- )~p --------

Sec. 653(b); Second CR FT 83, Sec. 101(b)(1). 

a. Describe hov Committees on Appro-	 This program
 
priations of Senate and House have been Included in the
 
or will be notified concerning the non- CP FY 83 Annex 1,
 
project &ssistance; page 498'. An addtial
 

C11 was nade and expired 
b. Is assistance within (Operational 	 vithout objection on
 

Year Budget) country or internscioil5
 
organization allocation reported to the
 
Congress (or not more than tl million Tes.
 
over that amount)?
 

c. It the proposed assistance Is
 
a ne country program or will exceed
 
or cause the total assistance level for
 
the country to exceed amounts provided
 
to such country in V: 82, has notifica- N/A
 
tion been provided to Congress?
 

d. If proposed assistance is from the 	 ,
 
85 million in ISF funds transferred
 
to A.I.D. under the second CR for PY 83.
 
for -economic development assistance
 
projects', has the notification required
 
by Sec. lOl(b)(1) of the Second CR for N/A
 
FTY 83 been made?
 

2. 	 FAA Sec. 611(a)(2). If further legis
lative action is required within reci
pient counry, what is basis for
 
reasonable expectation that such action No.further legis

will be completed In tine to permit lation Is required.
 
orderly accomplishment of purpose.'of
 
the assistance?
 

http:applicable-.to


----- ' " ..... .2 . -.. 22.4... 
r ------- 2 .2 s.o -wh2' -- as2ti.2 2 -i 

. .. through, eg' < .2 2 l ori~',.,_'mu , a 2 0, .. ..~ .. '~ 22.''A 2 t~.-7;'k7 l 2°'' '' ,, ll.:!:. ..4.22%.2 .lilater' 


................ ucl ion whetn~ilh ass iance wll and efecivl pro
2 s
f(i) encourage d efivelien 


<,(encour eionald e eilopment program. ve thog later
I7f aossiac Ivs fr ely Ladenndon naioa oraurd~os 

tiociios maximumsavilatrad lans th 7 

4. FA ) 601a);TilOolSee 201 -Sec. (and
~ o mpoans).chnformtion~dleveloent 


p ov i a v and c p ett 

en orage hdfiorts ofrcu
wlicll ; th r N/
 

couid r to (a incea e the fw
 
of OIneraionali d e;b fosterI
 

(d)thr ourale monorlitie prlcservte apo .pre? eneprs)
icesoatimprve thiscasss- el stacecanno
 

:i "countryu ins itof urhdre is ohe porill b
4.FAA See. 6012(a)# anSe. 2()32
 
lsaingsandloaned andcatinse; ibod ll nl
fordeop mt n50.Descrmibed,2*
loc. 


steps tenrg fosretaof to theLoalcre is
 
r
caxiumr exto ( o)ires the clounrws.gneae yti
::7ueficency oI ndstrye arin clture, : 


conrutian oalomrcad()t rencies tporm
foe
teghndfe ilb
 
2 cnrclusioniitioacteadohen h e assistancecnoetedtoon;nc eafeci..l.prothiae will eour 


and encourage egiat deSelpnticpramn erogirne 
infor a ssistanc e hr eponclu i n Ln or at ions.Uop pr ivt trad an ne IAAU-bra nt
 
moilatahs pnsradetoahlsoand t
 

and ~~ ~~ coxmerceanfo)rtrnghegne n 

labor unions.
 

services and or ign currencies oned developuene t " 
2by he Unied c es re uillzsd to vi, i ' i the 

mo)nddouhei mSeycLlles The 
servicesi oIeufof dollsrt, US does no ow 
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FA See 61()4o4' 	 he ntdSae 

7. Foe See. 601(t). Does the Unoetd Stilie 

+ c+ ompet iive +selec+tioniprocedures +fo~rl the +
Y+++++ 
oaax es conrian c , excety here soes. 
" 


orelese? 
appltcable procurement rde allow .
 

ppo 	 521() Ifi ashspoiet
9. FY A Sec.c 	 taie
 

forithe psoductionof a cmresio for
 

export, is the commodity likely to be i 

an r non i.rUO Llkers t t tlm+lUrp 
the resulting productive capacity becones 
operative and is such assistance likaly to 
cause substantial injury to U.S. producers 
of the same or similar competing commodity? 

10. 	 FAA 118(c).and (d). Does the program comply 

with the environmental procedures set forth 

in AID Regulation 16? Does the program take 

into consideration the problem of the 

destruction of tropical rain forests? 


8. FUNDING CRITERIA FOR NOMPROJECT ASSISTANCE
 

1. 	 yonproJect Criteria for Economic 
Support Funds. 

a. ?'AA Sec. 531(a). Will this
 
assistance support promote economic
 

i or political stability? To the extent 
44possible, does it reflect the policy
 

directions of FAA Section 102?'4 


. FAA Sec. 531(c). Will assimtance 
under this chapter be used for 
military, or paramilitary 
activities? 

+iI+}+ 	i + ++ + + i+i
Y 


The assistance L0
 
a.at
not for theproduc-

tion of any cost
modity for export.
 

Pursuant to AID
 
Reg 16 the program
 
was deteratned to
 
be categorically
 
excluded from
 
detailed environ
mental analysis.
 
This 	determination
 
was approved by the
 

Bureau Environmen
tal Officer
 
(STATE 97600).
 

Yes 

go.
 

•
 

-'- 4-

7 

444 



44,~ 

c. FAA Se. '534.' Vill8Sr funds 
-be used tio fiansae the construe
tion or the opertioau of u sairta -
uce of. or the ,upplying of fuel 

for, a 'uuclear facility? If so, has the 
President certified that au b use of 
funds Is indispensoble to nonprolitera- No. 
tion objectives? 

d. Secnd CR FY63, Sec.1l b)( ). If1 . 
EST funds to be utilized 1are part of the 
ee million transferred to A.I.D. under 
the Second CR forL 63 for "economic 
development assistance projects"., wil 
such funds be used for such projects 

Including balance of payments support, /A 
comodity Imports, sector loans, and 
proram loans? 

2. louproect Criteria forDevelopment 
Assistance. 

a. FAA Sec&. 102(c), 111, 113,ree. 21 a). 
Extent to which activity wil 
effectively Involve the poor in develop
neat, by extending access to economy 
at local level, increasing labor-
Intencive production, sprl7-ading 
investment out from cities to small 
towns and rural areas; and (2) help 
develop cooperatives, assist rural 
and urban poor to help themselves 
toward better life, and otherwise 
encourage democratic private and M/A 
local government Institutions? 

b. S. 103, 103A, 104, 105, 
106,4107. Is assistance being 
made available: (include only 
applicable paragraph -- e~g. a, 
b, etc. -- which corresponds, 
to sources of funds used. If 
more than one fund source Is 
used for assistance, include N/A 
relevant paragraph for each 
fund source). 



: : 


i ::(2) 


esperalleeomnrur arsandifpop extent to which iIt-- i . : 
8snsee 81aem y desigone t-o . 

Ioncrse proutvitand B:dlop
deeope s~sacet'ad dceopiopueaseoprowtivt and "
 

agrictud rall isful
esroven
nteg-and delivery 4ct 

needs of~~
accunt ten o eSsall
 

foruain
u (o104)tv o plan

depsoo extent to which arvbiht 
is.toLewhic protrvisy extends togesial dtetigeduc o
 ems-,°t . .......
yi... ,,,...,o°, r°achd 
(2) 11051 for: eduation, puli

n lfiri tandr taiffordverpng
 
fou~ly panning servhicnesoce
 
ctin mastd derley ato
 

noervnespecially
tor ruralaraad
 
inedualtLon akes. bete A

agriculturea rocrcon,srual
soc.gies atterbnior,ortog
Iproveme-onturl
fsmnte andeoeat, probnes
developmentrsn t 
inemsmaemntapbilitye of(A)- /
 

to
poutionenbgrtheandr dati
countrs. Isngetactpivity signe l /

cipte ndvellomronmen
a~tuoprolem; athan..
 

educatio n eneloueter'ce.oshol 4,..
faiy lnnn
devloeat; If o extentdrbemlopIso
seliving stevdlrdmen t
 
to h loergy
counteies.activity Is:tvthenteds dsge
 

to) bidtivon folp
almvallenrg
 
pailesinbolamesch;
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atural Tor aad d ot 

(c) for special developmentA 
problem. and to enable proper 

uilization of earlier P.S. X/A 
ass stance; 

(d) for programs of urban develop- ~ 
sent, especially small labor-
Intensive enterprises, marketing 
systems, and financial coSother 
institutions to help urban ~poor 
participate in econouic and social 

(5) 11071 by gr&Uts for coor4,ivsted 
private effort to develop and disseni
nate intermediate technologies approp
riate for developing countries. 

c. FAA Sec. i13. Extent to which 
assistance reflects appropriate 
emphasis on integrating vomen into W/A 
the recipient cou~ztrys national 
economy. 

d. FAA Sec. 122(b)j. Does the 
activity give reasonable promise 
of contributing to the develop
ment of economic resource*, or to 

A*+ 
A-' 

the Increase of productive capacities
and self-sustaining economic growth?

++ : i . " +t + U~: + +n r w n+ ++ o r 
,.+. + + ++ ' . .... . . . ... ........ . 

M/A 
. . ...... 
. .. . .... ( I dI+ 

.A-• . .. e. FAA.Sec. 281(b).. Describe extent to+ . . d + + + ;. • . . 

which progran rec ognites the particular-. -- - - + - . .+ 

needs, desite*, and capacities of the 
people of the country; utilizes the 
c~iontry's Intellectual resources to 
e~icourago Institutional development;
and supports civic education and train
ine in skills required for effective 
participation in goveranental and 
political processes essential to self

SI/A 

government. 



WounproJect Criteria I or 'Dvelopment 
. -af,
Assitaani( s only).
 

he
 a. FAA Sec.122(b). r.ation.nand 
conclusion on capiacity of the country 
to repay the loan* at areasnable ./A 
rate of ,interest. 

b. tA See. 620(d). ! assistsoce Is 
for any productive eDLerprise wahich 
will compete wilth U.S cuterprises, 
Is there an greent by the recipient 
country to prevent export to the U.S. R/A 
of more than 20% of the enterprise's 
annual production during the 14f* of 

c. Second CR FY S3A Sec. 134. If the s 
recipient country has an annual per 
capita grossInational product greater 
than t795 but less thaut1285, will 
the loan be rep~yable within 25 years 
following the date on which funds are R/A 
Initially made available? If It has -,, 
annual per capita CUP greater than or 
equal to 1l285 within 20 yeari? 
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3A(3) 	 ITDI CIHECKLIST
-STANDARD 


Licted below are statutory items uhich norual/ 11 be covered routinely 

in those provtosons of an assistance agreement dealing vith its 

implementation, or covered in the agreenest by exclusion (as wheie 

certain ucers of fundr are prvltted, but other uses not). < 

arranged under the general headings of (A) Procurement
These items are 

and (B) Other Restrictions.
 

A. PROCUREEtNT 	 therei• 

1. 	 FAA Sec. 602. Are there a augements Thts procurement Is
 
-U ,. .eu -- eri-t- S.-s aII--busi 4sx to --part-i- nort foutable.for.smal.. 

n ,
 
pate 	equitably In the Lurdishing of business particip atii


goods and services financed? 

FAA Sec. 604(a). Will all commodity2. 

procurement financed be from the
 
United States except as-othervise
 

by the President Yes.
or

determined 

under delegation fron him? 

3. 	 FAA Sec. 604(b). ViLl all com
nodities lu bulk be purchased
 
at prices no higher than the
 
market price prevailing in the Yes.
 

United States at tine of
 
purchase?
 

4. 	 FAA Sec. 604(c). Will all 
agricultural commodities available
 
for disposition under the Agricul
tural Trade Development 4 Assistance
 
Act of 1954, as amended, be procured
 
in the United States unleag they are,
 

not available in the United States in
 
sufficient quantities to supply N/A
 
emergency requirements of recipients?
 

5. 	 FAA Sec*. 604(d). If the cooperating
 
country discriminates against U.S
 
marine Insurance companies, will
 
agreement require that marine in-


Yes.surance be placed in the United 

States on commodities financed?
 

L,,b
 



6 	 •e 

eat. of agricultural co"'-i ty
 

.. ,, .. oroi product i tiobe .finaned ,

is therhe-rhvision agains N/Auchprocuree- w 

.... •less* thar parity? 
7. FAA Sec. 604(f). Are ohere 

'- rraukleients whereby a .supplier
' 
 will !not receive payrent under
 
modit
the cofodity iipor 


"
 piotra unless be/she has 


as the Aency by reulaton has'' Yes.
 

precrbced? e" v hs
 

a. FAA Sec. 608a( Wil U..S. Govern
aent exmess per onal poperty be
 

v zed wherever uracnle'abr
 
la
in lieu of the procurenen of ne 	 /A
 

Itemst
 

9. FAA Sec. 901(b). Seci, - eFrn. 

s)Copliance with requirement
that at least 50 per centuu of
 

the gross tonnage of comooditie: 	 AIDl has determined
 
that U.S. flag commer(ecosputed separately for dry bulk 

cial vessels are not
carriers', dry cargo liners, and 

available at fair and
tnukers) financed shall be trans-


ported an privately owned U.S.-	 reasonable rates.
 

flag comuOrcial vessels to the
 

extent that such vessels are
 
fair and reasonable
 

rates.
 
available at 

and
10. 	 International Air Transport 

Fair Comspetitive Practices
Act. 1974. 

If air iransportatLon of persous
 

or property is financed on grant
 
basis, Vill provision be nade that Yes.
 

U.S.-fllig carriers will be utilized
 

to the extent such service is
 
available?
 



11' FT 82 Approp._ Act, Sec. 504. If the
 
U.S. Government is a party to a. The U.S. Covernment 
contract for procurement, does the will not beaa party 
contract contain a provision-authori- to a procure
zing termination of such contract for went contract under 
the convenience of the United States? thi4 program. 

12. I7AA Sec. 621. If technical assistance
 
Ss fLaeuced, vill such assistao :e be 
furnished by private enterprise on s 
contract basis to the fullest extent 
practicable? ;If the facilities of 
other federal agencies viii be utili
t Ied, are- theyparti-cutarly suitabl#, This -projta v~Iii--
not competitive with private enter- not finance tech
prise, and made available without undue nical assistance. 
interference with domestic programs? 

B. OTHER RESTRICTIOnM 	 .
 

1. 	 FAA Sec. 620(t).!-o arrangements
 
preclude promoting or assisting
 
the foreign aid projects or
 
activities of connunist-bloc
 
countries coctrary t'o the best Yes. /
 
interesr,. of U
tZie bited States? 

2. 	 FAA Sec. 64(1). Is financing
 
prohibited from use, vlthout
 
waiver, for purchase, long
term 	lease, exchange, or
 
guaranty of sale of motor
 
vehicPe manufactured outside Yes.
 
the United States? 

3. 	 FAA S~c. 122(b). If development
 
loan funds, is interest rate at
 
least 22 per annum during grace
 
period and at least 3% per annum M/A
 
thereafter?
 

4. 	 Vill arrangements preclude use 
of finaacin:s
 

a. FAA Sec. 114, 104(f). PT 82
 
Approp Act Sec. 525. to pay
 
for performance of abortlo 4
 
or Involuntary sterilizatlcr
 

, 

,or to motivate or coerce persons
 



to practice abortions', to pay for 
performance of involuntary steri
lizations as method of family 
planni-.or to coerce or provide 
any finaocral 4acentive to "any 
person to practice aterilizacions? 
or to lobby for abortions? 

Yes. 

b. FAA See. 620() to compensate 
ovaers for expropriated nationalized 
property? 

,i, 
Yes. 

c. FAA Sec. 660. to finance police 

assistance, except for narcotics 
programs? 

Yes. 

d. FAA Se:. 662. for CIA activities? Yes. 

e. Fi 62 Approp., Act. Sec. 503. to 
pay pensions, e c. for military 

personnel? 

/ Yes 

f. FY 82 Approp. Act. Sec. 
pay U.N. assessment$? 

506. to 
Yes. 

S. App. Sec. 107. to carry out 
povisions of FAA Sections 209(d) 
and 251(h)? (transfer to mul'ti
lateral organization for lending). Yes. 

h. FY82 Approp. Act, Sec. 510. 
To finance the export of nuclear 
equipmentr, fuel, or technology 
or to train foreign nationals In 
nuclear fleds? Tins. 

L. FY 82 Approp. Act Sec. 511. To 
aid the efforts of the government 
to express the legitimate rights 
of the population of such country 
contrary to the Universal Declaration 
of lumac Rights? Yes. 

k. FY 82 Approp. Act. Sec. 515. To 
be used for publicity or propaganda 
purposes wLthin U.S. not authorlzed 
by Congress? Yes. 

,. ..+ ...... ...
 


