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MEMORANDUM ONTECOE ONPROGRAM 
S

ADMINISTERED. BY, THE AGENCY FOR INTERWATIONAL DEVELOPMENT~ 

I Oringin,' Pdi-poses and Administration" 

The.Cooley, loan program was establ~ished by an amendment in 1957,'of
n104 (e)Jot~r of, the Agricultural Trade Development, and Assistance Act 

of 1954 (P. L. 4 8 0) sponsored by Representative4.Iarold D. Cooley.NThe 5purpose of the program is 'brfoadly 'to pr'omote !'balanced economic de­velopment and trade among nationis" through lons u&lly arebe'
 
to the. administering agency'and'the foreign country whose
'/Llv'tThe permits loans S. currency is in-to U.statute fim'frluinssdelo- ""~~ 

,.. 

znt and trade, expansion' in such countries. Loans to f61reign as ,well aU, S. firms may be made "for the! estblishmiient of facilities forA'aiding'.
in the utilization, distribution,- or'othei'jise increasing' the consumption '­of, and markets for U., S. agriculitural: products." for tbhe producKLoans 

2tion of' commodities which might c met with~ U. p'dut ar rhbtd1s atute permits bu't does not requr ayImrti freg"u~e'ceb, 

Administration, of the pra wa orgnal asind tote-Epr
import Bank. This function wastrnfre o AlP by Kthe Prs dentpur l­sattothe Act for Internati'na 

K 

1D'vL~ ~ , 
1 admnra-

tion of the program commenced on Januay 1K 'no1962KadAI 

Gieneral progr,-ms for KCooley loan activity ;are prepared by,,AID, 'in the 
K '5'' 2ght. ofthe, p~oe' nes o, cptl, tiue toward U. S~. private>

rKiK-fl -ad 'the 'availabilityr of local ventuire capit al in ~o~re 
K 

estment, 
~~ 'where local arecurrencies avaiial~fr-hsue 

'6~ Ki ilai 
ihn hs eerlKKKK*~KK

fo s. ihn hspr ograms,, flexibility -is maintaine'd-to pemt,AID, toconsider loan ,requests K~K'' 
's as received.:>', ' 

11. ofColyLanFn Korc 

Sore of enolee'Loally~
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allocation of funds for the Cooley program was limited to a maximum of 
 ~ 
25percent of the sales proceeds under individual agreements. This


Ji~mitat.ion was removed from the statute, which now pemits "maximm.v 
usable" amounts to be allocate. No agreements have as yet been con-...
cluded, however, providing for, more than 25 percent. -


F~unds not committed-for loans within three years are 
normally
~available for any use under Section 104 of P. L. 480 and under current

policy ,are transferred to Treasury 'sales accounts when needed for 

curentexpenditures. The same disposition is made of receipts of in­'7+':; tcuretand amortization~payments; i'.e.', the funds do. not automatically
~revert to the Cooley loan program, but they could be so applied by ad­
iiinistrative decision. On occasion, allocations of local currencies
 
9 cei-ve aeayme 
 on loans extended under other sections of P. L.
480 have been specifically made to, the Cooley program.
 

I Current Cooley Lan Policies 

A. Eligible R~ecipients and Purposes
 

1. Affiliation with a U. S.;firmnwill not be held to be
estblihedunlssthe US. firm own'sat least 20 prt of, the al.L
 

'cant's voting~gtbck -- a'higher percentage may be necessary in 
some
 
cases, -- 'and has other commercial andiopera.ting ties to the appliAcant. 'Affiliation must,' moreover, be established with respect to a single U. S. 
firm.' 
 .
 

2.Loans may be made for financing working' capital. 'except in.~
countries where the local govrernment does'not prmit ths.See'Para 
III B4,'below) 

3. The looan funds must beiusedin the borrower's businessS. o Ia1"t _: ad withi.n
the country in question. o 

Ji " i 

4. 'Loans are ordinarily not made to refinance existing loans or~
except in special 'cases, to acquiire equity interest in 'other enterprises. 
 -

SB. Terms 
• 'lv. ..<,........,,,td.77{£77777'..... - 4 I :!SI;7! .
 

; 1.T: Maturitie's, ' 1OT 

' 

hc dnce w 
<.areo"established in trltthe nature of. I :1­the' 

B g 

beandthheed applicats'aproject projected& cash,flow. 'G
 
;~1periods ,',ir'' 'p'ermitted'.bnI ,:, + ~pI I ay,Jmentsf 'of p'nipl u 1 n't 7f ;t /)f1 

1 '-
interestutiu" h' 
1D;t 166f '
h -i<~ 11t{; 7¢7$ 7facilities becom&prodctive; 'arrangement smay e~ :%T -, I IifqI 'II1ns4 

. > 

ae~ fr aclrainT "7: 
>of rae if y ","t 

2-nerestjrates aeestablished for 'eachcutycmarbetthe basic rate chargedbylocal-deveopment lending institutions, or,,nn o 

" J" 
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were Such institutions do not exist, based on the existing rate structure
 
forimilar projects. Interest rates currently applied are listed in
Anne'l.They have been established after experience and 'negotiation with
the individual foreign countries. In general, rates tend to be more 
favorable than those for long-term financing available locally. Constant,

review is necessary, and AID is alert to factors.which might call into
 
question the appropriateness of current rates. Histori'cal precedent is
 
not an overriding consideration in the perpetuation of a particular rate
 
ie any country. The most important limiting4 factors are the attitude ofth freig gvernment, the potentially adverse effects of providing funds ate
at loerthan'the cost of credit to local competing firms, and thednger of fostering uneconomic enterprises through financing at subsidized 
terms. Within these limitations,, rates should be'as low as possibl to 
encourage borrowers. Rates higher than comparable dollar loans from.U. S.

banks can, however, be justified in view of the absence of a maintenance 
of value requirement on Cooley loans. 
 Interest rates lower than generally

applicable to Cooley loans -within a given country would be provided in~ con­
nection with loans to overseas U. S. banks for relending. The lower rates
 
take itho. account the bahks' service in administering the sub-loans and
 

rat applicable in the specific countries. 

pe .
thepbaynks tofrncithelund payt e curnters
Coo e loa l inee
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. . 4!j . . ' . . . . . . . . of valuefitrsprovision.3.Rpyetori .. . . . . . .. . . •. rnia. . . 4 4 ,.. . . . . . amn

V. omlyi.. . . . . . .. . . . . . . . . , ', '4. . . "4 , , , . .. 

4f. .Inits experience in administering the Cooley loan--program, AID
 
*-hris 
 found that working capital funds are often available~in ample supply


from local commrcial banks and that there~has been no needito provide
such funds through Cooley loan s -- especially where adeqluate long-term,1'

*capital is lacking. Furthiermore, extending loans for w~'rking capital
financing, in such countries would place AID. in direct Icompetition wt 
locaL commercial banks-. Some working capital loans have been made, 'in 

cases in which for one special reason~ or, arother such credit could 'not beobtained from local banks,. In additioi4,,in one .case -- in Turkey ~.LAID 
for relending. -Similar loanis may be made 'in othercutie. The sin­
tes 
raes would be ~lower th'an the prevailing 'Coley r~ates in order,,to,permit the banks to' relend 'at prevailing loca1 rates; AID would intend,4y.;however, 'that. sub-loansl be at terms o'f, at least. thre;eyear to avoid comz-'
peting with local banks"Kl~ s-loans"could be made to local ads well as
U; S. business,,enterprises, for working capital.,as well las: other purposes.~~<'>' ,'AIDdoes~not believe itwulb' desirabl or Cesbl't l itb-ans 
to U. Si'., 

* ' ' 

~ AID 'does notzpr " e at 
~ nit~dp-ooeto. 'operat, ink competiti-on with> local,.banks when~ 

.­

gm :tadequat oclfinzd~ing is available to U. S.*enterprises,~>wThis judgme nt oft en involves the qu'~e 'io' of th' appropriate interest rate ' 
~a~discsen ; abve :AID: dos not believe 'hat Cooley loans shouild:,carates out of line with loa souce of innin Credit is always 'avail-U~ 

ae at:a ~prc, hwever, and the extent towic I would4 be in copei"o 



c. s i stit tioinp n fin nci g at any term de­
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~.e comnpanies that would otherwi se have~jto dra ~uo te rdt 
wDJLces.; tor,ovierseast'!". S.- firms these funds may take the pla.ce of 

dU fa'irnancing frm the United'States., 

JiJupplcations and Rejections
 

Tliroughf speeches, press releases and its pulctoA.- ~ UTN 
,3-?EAS, ETD'N) A.*F2 . .nf'orms potential U. S, frivestors abiout te

'olieyN loan program generally and about avrailabilities n the vari'ous,cow1! ;r:*ies. A large volume of preliminary inqu-'r-es -is received, relat:i*ve,
ILY feW o01'which lead to formal applications. In many cases .this i s b ecau.-e 
of lack of availability of funds. 'For example, in Latin America, appl-ica..tions can 'le accepted at the present time only for projects inl'olivia and 
-aragu~ay although the demand for local currency financing throughout the area L,; qntense. 

Mayof' the appl-'cations received do not contain sufificie- hfora 
IQtpermlt A. .D. to form a judgment as to Itie soun~dness of' t',e'cii:ject and 41hethor it mects the statutory and adnr tat v cr-era 

7 ,. .. riee ase, J.T*Is requests for f'urther -no7 tor fe lead~to 
~ igsof'correspondence and discu,ss?'ons wh'Lch cant ewter~d for a niuriber 

* ~tts. 'rquently, applications are in effect- witlhdrar-. due -to.the 
D;q) :nT s realization, that hie will not *baeuabe to satisfy the criter'ia.V. Veoy few applicati1ors have ever been' formally rejected -only one i.ti 

.~:r ; and&South .1sia region .' the last 12 months bu many never-


*turile perfected applicatlons dae to the -1nabilty of the applicant* to
prc.Ide necessary suibstantiating material, 

Tt-e most common reasons why initial applications do not matiire intoloai. authorizat'Ions are as,(follows:
 

,friCa
 

SFunds hPve: not 'been ava~lable in the areas 'Which att-ract the 
g-atest U. S. investor interest, i±e.-Nigeria and 'East 

_._,-Lxesiv dlasIU host, government approval of proj cts
leair~ projecstocanonof 


d,~ys
Balyc eiveve prjc with oi-sboin of -economic, 

f' rnancial or technical feaisLili.,,,.e~~-'~ 

Ccle fnscbce a' -ythe aplceat as a ss tt
for ~.an a~s a ~slipp1ezient--to-'i~ 

1-ttreettnethere is a marked increase in p±ctos particularyy.: 
1-CP'n~ ,Ivorocco Cand TunislA-U --
 .~s-C~~~p.Ca,-­

-~A ~S~- 5-~ isiaC-.~ -~ U'. ~ - A A 
5

. ~ --. Sflb- ~L 4.A 



Iuncas rne ­'r~fc In to demand, 

<'.UrliOcnL financial 'structure of the projects,4 

&2& epr4..,e lars to make substatial expots., to the U, S. 

'iSuf'ficiernt funds to meet demand. 

Tnsufffiqient U. S, equity in th'e localcmay 

intends 'to Covert local currency "unds to meet
 
f '&_L~nechange costs of -the -rjc-Li 

;&prioity indtuistry (for example, an office ,uilding inC"ooni hir avalbltes have been 'veir low", 

,non aia tutr (typically an"i 'ab~tle debt' 

11sufficet"U. S. '.equity in the local compan-y,. 

_
oan to be used for working capi1,taJ (appi~es to _Idiainm
part-'cular,' where the government will' not approve" loans 
foCWr1S purpjose). 

1 nece.,:;sa'ry rnost' governmenit ap rovaj.
'7 lesources or experience of the applicant i sufficie I~' 


give reaiso,aele~prospects of success'for the project.',-~ -4 "" 

saorble and Advepse 'Comen -C 

ava'."lbleiP uant, iesdtmnd n a4 numr, er suf ici et, of'countri'esvuds 
J,. 

aai 1b1aiplea ;as 'or.'aeut' In ~ 'C an ' - stae exd2.ae_~cey &&h~6 j percen~tageinves tors.. A v~ery. l&.rge 
te~ 'iothA par~ia

ingaltc

loc

r Irougn :,qCoey loans,~. Ln-La in ilmeqi ,I h dmn or,1~alcurrency fiacn a hxed ava&L2a.iit les' 

1) does not. of 4course, ThL ~~ conir1o ieaviab2.t 

tha t' y,4~ r a ' 
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I.'e"i Productive industries have bezn established X aycse hsV'~ioudnot have gone forward without this source Of supplemental 17ac~~Tho~~-not of U. S pri ate capital an"" technical and manager a ~ il'5 ha ben encouraged. Private enterprise development in th toicor .esha-srJbeen Strengthne 

Tad6iition, *Lhe prograrwii has produced Other benefits for the U$Irbanhesubsidiaries,~.n fiitso American frswhic'h have-r-~c~assisted generate substantial dollar reflo-ws of fees, royalties,-~rest and dividends. Exports of U. S. 'capitalgoodscmoet and:amateri als have been expanded. Finally, the creation of effectivcIo:.n n rela i onlsnips between U. S. investors and lo a bui e s n n 

-U--le cA l5dc~1lre is,itself an impor t ant Political plus valu.:Ove.~ llEvaluation 

ThColy-l 6 an'prgraii has, on balance, been highly successful" How- . 
~ th(e progrwil is subject to inherent constraints, The miost s-p-n?*, cant,:~Sif)' f'aector is tiat eavailailjties of funds can seldom be generated t

1)'d 0 demand. Those countries with the largyst- tuL eZ- (uu yrpeetngol /)o the Til ,Sales prococ-dss)
acc.cinr-r,,,ih the investment- climate does not attract U. . pt'1va-UpIC,:tinrt. On the other. hand those countries where the inve,tmet .p.m-arlkey o e ontr ease offlourl shing private econorai6 de c.l i kloyb co nt l i es wh er e Ti t l e I sal es ag e m n s a ( .()On wvill1 no longer be, appropriate.,gemnt 

r o
Thu,,, in Somne -countries, 'heColeylo-npoga anadde

P -ontribut-Loto furthering increas,,, .... pr vte men to -a 
ayrving, a wide range of' U, S.- national -'.ntrerests. Nevertheiless; the -con.,tra-ints on. the -prograxi are Stich that ',t cannot be V e' ed asaeer..y -~. > ~ -puJ c~oi so u~i~ 'to the probem f' providing local currency f na ~ ~-i-­for sou~nd privute projects at reasonable rates. ~ 
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